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OUR MISSION AND VISION

We have a constitutional mandate and, as the  supreme audit 
institution of South Africa, exist to strengthen our country’s 
democracy by enabling oversight, accountability and governance in 
the public sector through auditing, thereby building  public
confidence.

To be recognized by all our stakeholders as a relevant  
supreme audit institution that enhances public sector  
accountability.

OUR 
MISSION

OUR 
VISION
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Role of AGSA in Reporting process

Our role as the Auditor General of South 
Africa (AGSA) is to reflect on the audit 
work performed to assist the portfolio 

committee in its oversight role of 
assessing the performance of the 

entities taking into consideration the 
objective of the committee to produce a 

Budgetary Review and 
Recommendations Report (BRRR).
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Mandate for AGSA/SCOPA/Portfolio Committees
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AGSA Mandate

Constitution Section 188:
AGSA must audit and report on the accounts, financial 
statements and financial management of government 
institutions.

PAA Section 20(5)
• AGSA must prepare an audit report containing an 

opinion/ conclusion on the:
o Fair presentation of the financial statements;
o Compliance with applicable legislation; and 
o Reported performance against predetermined 

objectives. 
• Discretionary audits (including special audits, 

investigations and performance audits).

Portfolio Committees
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• Portfolio Committees must deal with bills and other matters
falling within its portfolio as are referred to it in terms of the
constitution, legislation, rules or by resolution of the
assembly.

• They also maintain oversight of its portfolio of national
executive authority, including the implementation of
legislation.

• They also may consult and liaise with any executive organ of
State or constitutional institution.

• They may monitor, investigate, enquire into and make
recommendations concerning any such executive organ of
state constitutional institution or other body or institution,
including the legislative programme, budget, rationalisation,
restructuring, functioning, organisation, structure, staff and
policies of such organ of state, institution or other body or
institution.



What we understand as the role of oversight
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Determine ifcorrective steps are  taken to
addressthe shortcomings in  the internal
control environment.

Follow-up annually on the previous 
commitmentsmade by the  accounting
officers

Enquire what training and support is  given to officials to
enable them to  correctly execute their responsibilities

.

Obtain reports on investigations into  transgressions and 
irregularities  conducted and effecting the entity

Holding the executive authorities accountable
for failuresinthe

control environment

Use reportstabled on progress with material  
irregularities to oversee and influence progress  made

by public bodieswith investigations and  executive
authorities (for recovery of debt)

Follow up on the ac tions taken  against
the official(s)responsiblefor

transgressions.

Use information inthe audit report on material irregularities for
accountability and oversight purposes, insisting on timeous

implementation of recommendation



Focus



72020- 21 PERFORMANCE BRIEFING

NB: Percentages in this presentation are calculated based on the completed audit of the Department of Correctional Services.

Improved

Unchanged

Regressed

Movement over the previous 
year is depicted as follows:

The AG’s annual audits examine:
1. Fair presentation and absence 

of significant misstatements in 
financial statements

2. Reliable and credible 
performance information for 
predetermined objectives

3. Compliance with laws and 
regulations governing financial 
matters

AGSA audit outcomes

Auditee produced financial statements 
without material misstatements or could 
correct the material misstatements, but 
struggled in one or more area to:

• align performance reports to the 
predetermined objectives they 
committed to in APPs

• set clear performance indicators and 
targets to measure their performance 
against their predetermined 
objectives

• report reliably on whether they 
achieved their performance targets

• determine the legislation that they 
should comply with and implement 
the required policies, procedures and 
controls to ensure compliance

Unqualified opinion with no 
findings (clean audit)

Financially unqualified opinion 
with findings

Qualified opinion Adverse opinion Disclaimed opinion

Auditee:

• produced credible and reliable 
financial statements that are free of 
material misstatements

• reported in a useful and reliable 
manner on performance as measured 
against predetermined objectives in 
the annual performance plan (APP)

• complied with key legislation in 
conducting their day-to-day operations 
to achieve their mandate

Auditee: 

• had the same challenges as those 
with unqualified opinions with 
findings but, in addition, they could 
not produce credible and reliable 
financial statements

• had material misstatements on 
specific areas in their financial 
statements, which could not be 
corrected before the financial 
statements were published.

Auditee:

• had the same challenges as those 
with qualified opinions but, in 
addition, they could not provide us 
with evidence for most of the 
amounts and disclosures reported in 
the financial statements, and we 
were unable to conclude or express 
an opinion on the credibility of their 
financial statements

Auditee:

• had the same challenges as those with 
qualified opinions but, in addition, 
they had so many material 
misstatements in their financial 
statements that we disagreed with 
almost all the amounts and disclosures 
in the financial statements



Overall message



Audit outcomes of the Department of Correctional Services over two years 
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• The overall outcomes improved from qualified in the 
previous year to unqualified with findings in the 
current year. The improvement is due to 
management, with the assistance of consultants, 
having implemented processes to ensure that all 
irregular expenditure is identified and disclosed. 
There is, however, still a concern with lack of reviews 
and monitoring of supply chain management 
legislation, which caused the irregular expenditure of 
R1,4 billion.

• The department continues to have findings on 
compliance with laws and regulations, particularly in 
relation to procurement and contract management, 
resulting in irregular expenditure and consequence 
management findings.

Improved

Unchanged

Regression

Audit outcomes are 
indicated as follows

Unqualified with no 
findings   

Unqualified                
with findings

Qualified 
with findings

Adverse 
with findings

Disclaimed 
with findings

Outstanding
audits





First focus area: credible financial reporting 
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Financial statements
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Movement 2020-21 2019-20

Submission of financial statements by legislated date Yes Yes

Financial statements submitted without errors Yes No

Quality of submitted financial statements

The department submitted financial statements that did not contain material misstatements.

The improvement is due to management, with the assistance of consultants, having implemented processes to ensure that all 
irregular expenditure is identified and disclosed. In addition, all irregular expenditure identified by the auditors for both the 
current and prior year was disclosed in the financial statements. 



Second focus area: Credible performance reporting 
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Movement 2020-21 2019-20

Performance report submitted without errors Yes No

Performance report adjusted for material misstatements to 
improve reliability No Yes

Performance report

Reliable reporting of achievements Yes No

Usefulness of performance indicators and targets Yes No
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Quality of performance reporting

In the current year there has been an improvement in the quality of submitted performance information for the department. The
department had no findings reported on the reliability and usefulness of the reported performance information. 

The department implemented the new bed determination system during the year. This system assisted the department with the 
process: report on overcrowding outcome, which was previously materially misstated. The result was improved audit outcomes on 
performance information.





Third focus area - Compliance with legislation
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2020-21 2019-20

Findings on compliance with key 
legislation

With no findings With findings

• The department continued to struggle with ensuring compliance with 
legislation. The non-compliance instances identified are similar to 
those reported in the prior year. The department did not implement 
effective action plans to address significant internal control 
deficiencies relating to compliance with legislation.

• We will further unpack the challenges of compliance with legislation 
in three sections, i.e. expenditure management, procurement & 
contract management and consequence management in the next 
slides.



Irregular, fruitless and wasteful expenditure
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2020-21 2019-20 2018-19
Irregular expenditure R1 413 400 000 R1 044 813 000 R158 649 000

Irregular expenditure incurred per year

2020-21 2019-20 2018-18
Fruitless expenditure R1 131 000 R585 000 R3 061 000

Fruitless expenditure incurred per year



Fruitless and wasteful expenditure over 2 years
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Expenditure incurred in vain and could have been avoided if reasonable steps had been taken. No value for money!Definition

2019-20 2020-21

Fruitless and wasteful expenditure incurred by the Department of Correctional Services

Root cause analysis

• Total fruitless and wasteful expenditure that was 
identified amounts to R1,131 million and has increased 
from the reported prior year value of R585 thousand

• R1,124 million relates to interest charged on late 
payments.

R585 000 

R1 131 000 Fruitless and
wasteful

expenditure

2020-21 2019-20
Not investigated 76% 73%
Investigated 24% 27%

Previous year fruitless and wasteful expenditure reported for 
investigation

2020- 21 PERFORMANCE BRIEFING



Irregular  expenditure over 2 years
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Definition

Irregular expenditure incurred by the Department of Correctional Services

Nature of the irregular  expenditure

• Procurement done through price quotations where contracts were not in place (splitting of 
orders) - R438 490 348

• Non-compliance regarding extension of contracts / contracts variations / overpayment of 
contracts - R68 472 270

• Competitive bidding process not properly followed - R121 203 000

• Non-compliance with delegations of authority with regards to negotiated prices above R10 000 
000 - R172 100 676

• Extension of contract without appropriate approval - R284 523 234

• Overspending on compensation of employee cost budget - R136 140 015

R1 044 813 000 

R1 413 400 000 

Irregular expenditure

2020-21 2019-20
Not investigated 34% 43%
Investigated 66% 57%

• Irregular expenditure has increased by 35,2% when compared to the prior year. 
• Effective and appropriate steps were not taken to prevent irregular expenditure 

(expenditure management)

Previous year irregular expenditure reported for 
investigation

Expenditure incurred in contravention of key legislation; goods may have been delivered but prescribed processes not followed
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2019-20 2020-21



• Goods were procured before the written approval by the national commissioner was granted as per the delegations, 
treasury regulations and procurement procedure manual. These transactions also form part of the investigation 
being conducted by the SIU.  

• The department procured and paid for PPE at prices higher than the prices set by the National Treasury as per 
annexure A of instruction notes 8 of 2019/2020 and 3 and 5 of 2020/21. The amount paid above the price set by the 
National Treasury is regarded as irregular expenditure. 

• The department procured  goods from suppliers and did not consider whether the Items procured meet the 
stipulated minimum threshold percentage for local production and content.

(The issues highlighted above resulted in irregular expenditure of R39 052 999, which had been included in the 
disclosure note)

• Allowances were paid in contravention of the directive issued by the national commissioner in terms of national 
treasury regulation 8.1.1. Irregular expenditure of R17 188 000 had been included in the irregular expenditure 
disclosure.

Covid-19 expenditure audit
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Compliance with legislation
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The department does not have effective consequence 
management processes in place to investigate and 
follow up on irregular expenditure and fruitless 
expenditure as some cases were not investigated.

32 cases of irregular expenditure amounting to 
R2 218 630 893 have not been investigated, and 

120 cases of fruitless and wasteful expenditure cases 
amounting to R3 423 555 have also not been 
investigated

There must be timely investigations of the reported 
irregular expenditure, and disciplinary actions must be 
taken against those found responsible for such 
expenditure. 

The national commissioner need to enhance action 
plans to address the repeat findings.

Internal audit and the audit committee must monitor 
implementation of action plan.

Consequence management Recommendations



Investigations by the Special Investigations Unit (SIU)
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The following matters are currently under investigation and no final reports have been issued:

• Proclamation R 28 of 2017 to investigate the procurement of, or contracting for goods, works or services by or on behalf 
of the state institutions in terms of bid number DCSSF02 and payments made in respect thereof.

• Proclamation R 10 of 2018 to investigate the procurement of, or contracting for goods and services, by or on behalf of the 
department in respect of perishable provisions, food, toiletries, catering, marquee hire and coal in respect of 20 tenders 
awarded between 2012 and 2015.  

• Proclamation R 23 of 2020: Investigation into the procurement of, or contracting for goods and works and services, 
including the construction, refurbishment, leasing, occupation and use of immovable property, during, or in respect of the 
national state of disaster as directed by Government Notice No. 313 of 15 March 2020, by or on behalf of the state 
institutions.



Supply chain management
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Most significant findings on supply chain management Recommendations

In some instances goods and services of a transaction 
value above R500 000 were procured without inviting 
competitive bids and deviations were not approved by the 
accounting officer but it was practical to invite competitive 
bids, as required by treasury regulation 16A6.1 and 
paragraph 3.4.1 of Practice Note 8 of 2007/2008 and 
treasury regulation 16A6.4. 

• Implementation of demand management and the annual procurement 
plan in order to have contracts in place at all management areas

• Strengthen the SCM control environment by appointing suitably skilled 
and qualified SCM practitioners where vacancies exist and conduct 
regular training to improve skills at all management areas

• Improvements in the internal controls, including the implementation of 
preventative controls. 

• Institute corrective or disciplinary action for misconduct and recovery of 
any losses from the implicated officials.

In some instances, some of the contracts were awarded to 
bidders based on evaluation/adjudication criteria that 
differed from those stipulated in the original invitation for 
bidding as required by treasury regulation 16A6.3(a) and 
(b).



At the center of the PAA amendments – Material irregularity
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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.

Irregularity

Impact

Material 
irregulari

ty
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What is a 
material 
irregularity?

The material irregularity (MI) process is implemented at selected auditees audited by the AGSA that represent a significant portion of 
the expenditure budget and the irregular expenditure of national, provincial and local government, including state-owned entities.  The 
selection is also focused on auditees that are key contributors to government priorities. For 2021, the Department of Correctional 
Services was  selected for MI implementation.
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To allow for establishing 
capacity and processes, a 
phased-in approach for 
identifying material 
irregularities will be 
followed in 20-21 based 
on: 

1. the type of material 
irregularity to be 
identified and reported

2. the auditees where it will 
be implemented 
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Departmental snapshot (2020-21)

Financially unqualified 
financial statements:  1 

(2019-20: 0)

Clean audits: 0 
(2019 - 20: 0) 

No findings on performance 
reports: 1

(2019-20: 0) 

No findings on compliance with 
legislation: 0
(2019-20: 0)

Irregular expenditure: R1 413 million
(2019-20: R1 044 million)  





Assurance provided
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Provides assurance Provides some assurance Provides limited/ 
no assurance

Not 
established

--------------------------------------------------------------------------------------------------------

Assurance level
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Status of internal control
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Status of Information Technology environment
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Good Of concern Intervention required

• IT governance is there to ensure the effective and efficient use of IT to enable the department to achieve its mandate. This is done by 
specifying the decision rights and accountability framework to encourage desirable behavior in using IT. 

• IT system controls are there to ensure that the IT used by the department operates as intended to achieve its mandate.

• The effectiveness of the two areas will assist in ensuring that the entities are not vulnerable to cyberattacks and business continuity 
concern.

IT system controls

IT Governance

IT
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ud
it 
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s A
re

as



Summary of the three key root causes
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Management was not effective in developing and monitoring the implementation of action 
plans

Consequences for transgressions and poor performance implemented by management 
were inadequate 

Instability/vacancies in key positions



Recommendations
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The accounting officer must fill key vacancies, in particular 
relating to supply chain management sections and the 
information technology environment (e.g. the deputy 
commissioner: infrastructure).

The accounting officer should conduct proper and timely investigations 
into all instances of irregular and fruitless and wasteful expenditure to 
determine whether any official is liable for the expenditure and institute 
corrective or disciplinary action.

Recommendations for the department 
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The accounting officer, with the support of the audit committee, should 
monitor the implementation of action plans to address audit findings and root 
causes in a timely manner.  
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Monitoring and regular follow up with the executive authority and the national commissioner on:

• Progress on audit action plans put in place by the department to address undesirable audit outcomes.

• Monitor the vacancies to ensure stability of leadership.

• Monitor the consequence management

The culture of consequence management should be enforced in the department.

Recommendations / commitments  to  the portfolio committee
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AUDITING TO
BUILD PUBLIC CONFIDENCE
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Auditor General of South Africa
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