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OUR MISSION AND VISION

MISSION

The Auditor-General of South Africa
has a constitutional mandate and, as
the supreme audit institution 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

VISION

To be recognised by all our
stakeholders as a relevant supreme
audit institution that enhances
public sector accountability
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SHIFTING PUBLIC
SECTOR CULTURE.
THROUGH INSIGHT,
INFLUENCE AND
ENFORCEMENT
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WE DRAW THE BASIS OF OUR STRATEGY FROM THE CONSTITUTION AND THE PAA

Having reflected on our South African context and the root causes of the persistent undesirable outcomes, we have
resolved that as long as there is no focus on improving the public sector culture, outcomes will not change materially

Chapter 3: Section 41
All organs of state must secure the well-being of the people of
the Republic

Chapter 3: Section 41

All organs of state must provide effective, transparent,
accountable and coherent government for the Republic as a
whole

Chapter 9
AGSA’s mandate: Strengthen constitutional democracy in
the Republic

Status and functions of the AGSA
The AG has the power to:

» Perform an appropriate audit to ... defermine whether appropriate and adequate measures have been implemented to ensure
that resources are procured economically and utilised efficiently and effectively

« Take any appropriate remedial action, and

* Issue a certificate of debt ...where an AO or AA has failed to comply with remedial action

AN
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OUR THEORY OF CHANGE

D Strategic aspiration D Theory of change

To have strong, more direct and consistent impact on Sustainably and efficiently shift public sector culture
improving the lived reality of ordinary South Africans through insight, influence and enforcement

DOING DOING DOING THE DOING NO
HARM NOTHING BASICS HARM

) Accountability ecosystem

Broad-based, effective network of stakeholders driving
and deepening public sector accountability

DEVELOPMENTAL IMPACT

PREDOMINANT CULTURE IN THE AUDITEE ENVIRONMENT

AN
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OUR STRATEGIC GOALS

We will realise our strategic aspiration by focusing on six strategic goals:

Sustainably ) Insight
Acquire, Qevelgp and maintain the quantity, quality Generate audit insights that illuminate
and configurafion of people, resources and _ understanding, drive action and yield results
capabilities to safely achieve and sustain our desired
levels of impact J
Efficiently \

Influence

Unlock latent capacity in the existing resource base
and our people and lower the cost and effort with
which we derive each marginal unit of quality, insight,
influence and enforcement

Move stakeholders from mere awareness of our
messaging to action on and advocacy of our
messaging

/

Shift public sector culture Enforcement A

Move a critical mass of auditees towards
organisational cultures charcterised by transparency,
integrity and accountability

Apply powers to directly and indirectly recover
resources lost fo the state and taxpayers, and ensure
application of consequences for wrongdoing y

AN
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OUR IMPLEMENTATION APPROACH AND PLAN
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SASSA - Culture Shift and commitments

Proper consequence
management to take
place on a timely basis to
prevent fraud/losses from

reoccurring.

Commitments from SASSA leadership

Timely finalisation of long outstanding cases.
Proper systems in place to ensure that cases
referred are being investigated timely and by
properly skilled personnel.

Conseguence management to be
implemented for all impacted officials as
recommended in the various investigation
reports, and acceleration of the investigation
process of financial misconduct cases in order
to implement consequence management in
time

Follow up with National Treasury on the
condonment of those finalised cases.

SASSA H/O Investigation unit to ensure that all
grant fraud cases done by provinces has been
properly investigated and necessary actions
taken as per the investigation report has been
implemented.

Reduction of irregular,
fruitless and wasteful
expenditure incurred.

Mitigation and prevention
of further losses on grants
payments, procurement
and other losses.
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Why were our powers extended and what does it mean

We have long reported on pervasive If AO/AA does not appropriately deal with Mls, our

expanded mandate allows us to:

mismanagement/ leakage of public funds Material irregularity

without consequences and our audit oo .
dati ; vina th red Refer material irregularities to
recommendations not receiving the require relevant public bodies for further

means any non-compliance with,

attention, with little o.r No improvement no’refj Ig S EEETEn o, leeleien, investigation
the status quo, leading to our relevance being fravd. theft o . git
: ’ in audi
questioned a breach of a fiduciary duty report to resolve the material
~ identified during an audit e iregularities
. performed under the Public
Public outcry for increased accountability and Audit Act that resulted in or is for
’rransparrﬁnfcy, ?OW co!ls.lfrom. pTorllomen.Toré/ likely to result in a material failure to implement
oversight structures, civil society, organise . . . recommendations
labour, media and the public at large for the financial loss, ﬂ.\e mlsu§e or
AG to be empowered to hold accounting loss of a material public lssue cerfificate of debt for
fi trusted with public fund resource, or substantial harm _ . .
officers enirustea with public Tunds failure fo implement remedial
accountable for their actions to a public sector institution or fom i fi It ¥
the general public. action if financial loss was
involved
The original expanded mandate now The overall aim of our expanded mandate is to:
finding its basis in our strategy
Instil a culture of Improve the Enhance public Strengthen public
Enforcement accountability protection of sector perfformance sector institutions to
Apply powers to directly and indirectly recover resources and encourage an better serve the
resources lost to the state and taxpayers, and ethical culture people of South

ensure application of consequences for
wrongdoing — #cultureshift2030

Africa
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Identified MIs — next steps and responsibilities

AO/AA is dealing with MI

AO/AA... mplements the
committed actions to address the
MI and improves conftrols to
prevent recurrence

AGSA... follows up in the next audit
if actions were implemented and if
outcomes were reasonable. If nof,
can include recommendations in
audit report on how the Ml should
be addressed by a specific date

Executive and oversight Executive and oversight

Executive... monitors progress
and supports AO/AA In
addressing the MI and improving
controls

Oversight... monitors progress
and calls AO/AA to account for
actions taken and outcomes

2

Ml is referred to a public
body

AO/AA... cooperates with public
body and implements any
remedial actions /
recommendations made.
Improves controls to prevent
recurrence

AGSA... provides information on Ml
to public body, monitors progress

with investigation and follows up in

audits on implementation of any
remedial actions/
recommendations

3

Recommendation
included in audit report

AO/AA... implements the

recommendations by the date
stipulated in the audit report and
improves controls to prevent
recurrence

AGSA... follows up by stipulated
date if recommendations were
implemented and if outcomes
were reasonable. If not, issues
remedial action to AO/AA that
must be implemented by a
specific date

Remedial action issued

AO/AA... implements the remedial
action by the date stipulated in
the audit report and improves
conftrols to prevent recurrence

AGSA ... follows up whether the
remedial actions have been
implemented. If not, issues a notice
of intention to issue a certificate of
debt (CoD) to the AO/AA. Request
a written subbmission on reasons not
to issue CoD within 20 working days

Executive... supports public body
investigation and the AO/AA in
improving conftrols. If responsible for
public body, monitors progress with
investigation

Oversight... monitors progress with
investigation and calls public body
to account for undue delays in
Investigation.

Q

Executive and oversight

Executive... monitors progress
and supports AO/AA In
implementing
recommendations and
improving conftrols

Oversight... request action plan
or implementation, monitors
progress and calls AO/AA to
account for actions taken and
outcomes

Executive and oversight

Executive... monitors progress
and supports AO/AA In
implementing remedial action
and improving controls

Oversight... monitors progress
and calls AO/AA to account
for actions taken and
outcomes
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MCIi'eI'iCﬂ il’l'egU|Cll'ify pI’OCGSS iS mCIking an impCICf at National and Provincial Government

From INACTION
to ACTION

179 material
irregularities on non-
compliance and
fraud resulting in:

material financial
loss (estimated
R12 billion)

substantial harm
j to public sector
institution

misuse of
) material public
sector resource

No actions were taken
to address 82% of these
maftters until we issued
nofifications.

m Financial loss in
process of recovery

TAKEN BY

Prevented financial
loss from taking
place

Financial loss
recovered

Responsible officials
identified and
disciplinary process
completed or in process

Fraud/criminal
investigations instituted

Stopped supplier
contracts where money
is being lost

Examples of actions taken by auditees

The Department of Defence imported an unregistered drug (Heberon) at a cost of approximately

R260 million without approval from the South African Health Products Regulatory Authority. The unused

vials were repatriated to Cuba, preventing an estimated financial loss of R227 million.

The Property Management Trading Entity made payments to a landlord for leasing properties in excess of
the amount payable as per the lease agreement, resulting in an estimated R11 million in overpayments.
By 31 March 2022, R?,7 million had been recovered from the landlord and the remaining amount was in

the process of being recovered.

The KZN Department of Health procured sanitiser detergent at a significantly higher price than that

mandated by the National Treasury, resulting in a R1,3 million financial loss. Acknowledgement of debt

was signed with the supplier, resulting in RO,5 million of the loss being recovered.

Multiple instances of non-compliance by Prasa were identified in the procurement process for
locomotives in July 2012. Seven officials were charged with procurement irregularities and are being
subjected to disciplinary processes; so far, one official has been dismissed and another has resigned.

The National Department of Cooperative Governance made payments to non-qualifying government
employees as part of the community work programme. In response to the recommendations, we made

and an internal investigation into the matter, the accounting officer referred the matter to the
Directorate for Priority Crime Investigation (Hawks) for investigation. The accounting officer also took
disciplinary steps against the responsible officials.

The Eastern Cape Department of Human Settlements awarded three contracts for housing units to
bidders who did not score the highest points. On an application by the accounting officer, the High

Court set two of the contracts aside, declaring them invalid, which prevented an estimated financial loss

of R6,45 million.



Material irregularity identified

at SASSA
m MI description m Status description at 31 July 2022 Current status

23 August  Payment for  Payment for social In progress — The accounting authority is taking The investigation was finalised in
2021 goods and services not accounting necessary actions to resolve the MI. An November 2022. The accounting authority
services not rendered — authority is taking  investigation is currently being is in the process of implementing the
received R74 million actions to conducted by an external firm recommendations contained in the
address the Ml appointed through the National Treasury  investigators’' report, and has indicated that
to determine if any current and former this should be finalised by the end of April
employees can be held liable for the 2023.

loss. The liquidation process of the
supplier that was paid while not entitled
to receive payment is still in progress.

4 October Paymentfor Payments made In progress — The accounting authority is taking This Ml is resolved as adequate actions
2021 goods and where no goods accounting necessary actions to resolve the MI. An were taken by the AA
services not and services were  authority is taking  investigation is currently being
in line with received - actions to conducted by an external firm
contract overpayment of address the Ml appointed through the National Treasury
R316 million to to determine if any current and former
service provider employees can be held liable for the

loss. The liquidation process of the
supplier that was paid while not entitled
to receive payment is still in progress.

4 October Paymentfor Payment of R350 In progress — Recommendations submitted to the We are in process of evaluating accounting
2021 goods and SRD grants to recommendation accounting authority on 29 July 2022 to authority’s response.

services to ineligible s issued implement within six months.

ineligible beneficiaries

applicants






Status of records review — Department of Social Development as at 31 December 2022
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Focus area

Insights

Financial management

* The balance of unauthorised expenditure remains un-cleared in
the current financial year.

« DSD should consult with SASSA in respect of the recovery of all
grant debts including the R350 unemployment SRD grant and

Performance
management

The majority of the quarterly targets were achieved with the
exception of two indicators in welfare services policy development
and implementation support (programme 4).

Procurement and
contract management

« 55 bids, which were planned to be awarded during the period
ending December 2022, were not awarded as per the
procurement plan.

Compliance
management

« Management is slow on conducting and finalising investigation
of irregular, fruitless and expenditure that took place in the prior
years.

 Effective and appropriate disciplinary steps against any official in
the service of the department who made or permitted the
iregular, fruitless and wasteful expenditure should be taken as
required by section 38(1) (h) of the PFMA.

Financial Health

« Receivables balance recognised on the statement of financial
position as at 30 September 2022 remains very high and
comprises mainly of grant debtors at more than R1 billion, which
if not recoverable affect the financial helath

at e
RN
Q
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Status of records review - South African Social Security Agency as at 31 December 2022

Focus area Insights

Financial management | « Staff debtors increased by 25% from the prior year.

« Depreciation is calculated incorrectly for assets brought into use
during the month due to the system not taking into account the

Oversight exact period the asset was placed/ brought in use, which is not in
and line with GRAP 17 & 31 requirements and there is no manual
monltorlng . .
journal passed to correct this.
Financial N/ o Performance * Forindicator no.18 - Number of social grants applications
health mz;]”aag”ecr;{‘gm management approved -The reported achievement is broken into regions This is
not in line with the planned target as per the 2022/23 Annual
- ) Performance Plan as the plan only makes reference to the target
per quarter and not per region.
+  We idenfified five targets within programme 2 where the entity
- had underperformed as per the quarter two reports.
management Status of key focus areas Performance
management Procurement and 40 leases of buildings were included in the procurement
Li - contract plan however majority of the procurement has not yet been
management started as at 31 December 2022.
HR Human Resources As at September 2022, two officials in senior management positions
management Za?jcggﬁﬂggtt were charged with acts of misconduct for contravention of SCM
_ management policies. It has been 5 months since the employees where charged.
- CRMRIENEE We therefore recommend that the matter be finalised.
management 1
=

IT Management « Management has made some progress in addressing
previously raised weaknesses. The Disaster Recovery Plan
(DRP) was updated to ensure that applicable Recovery
Time Objective (RTO) and Recovery Point Objective (RPO)
are addressed on the plan. The Business Continuity
Framework should be addressed in the DRP.

AN
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Status of records review - South African Social Security Agency as at 31 December 2022

Focus area Insights

Compliance management There has been slow progress in finalising the investigations related to Irregular and Fruitless and wasteful expenditure of
backlog cases.

* Irregular expenditure

»  There is a total of 414 cases that are classified as irregular expenditure. Of the 414 cases, five of the cases are current year
cases and 409 are backlog

>  Of the 409 backlog cases, 14 cases have been closed ( representing 3% of the backlog cases) while 303 have been
submitted to the National Treasury for condonation (representation 74% of the backlog cases)

»  Of the 5 current year cases, one case has been finalised (representing 20% of the current year cases).

* Fruitless and Wasteful expenditure

»  There are total of 41 cases that have been classified as Fruitless and Wasteful expenditure

> Of the 41 cases, 21 are current year cases and 20 are backlog cases

>  Of the 21 current year cases, four cases have been disclosed as finalised (representing 20% of the current year cases)
> Of the 20 backlog cases, four cases have been disclosed as finalised (representing 20% of the backlog cases)

+ We further reviewed 2022-2023 quarter performance report and noted that a total of 66.5% (131 of planned cases) financial
misconduct cases were finalised, of which 14% was finalised in Q1.

+ The majority (14) of the fruitless and wasteful expenditure (current year) cases result from non-utilisation of accommodation
and transport services. This may represent poor planning and mismanagement of travel and accommodation events.

Oversight and monitoring » There has been slow progress in respect of implementation of the corrective measures for the audit action plan for the
findings issued for the financial year ending 31 March 2022. This is evidenced by the 47% implementation of the planned
action as at 31 December 2022.

Key Service Delivery Matters » The suspension and disruption of the grants payment to beneficiaries is of concern. There has been numerous complaints,
public outcry and media articles on system crashes at the service provider regarding cards being blocked causing
beneficiaries not accessing their grants. This impacts negatively on the operation efficiency of SASSA and its service
delivery.

» Grants being paid to ineligible beneficiaries remains a fraud indicator in the current year. SASSA is encouraged to continue

Fraud risk indicators with investigations in determination of ineligible beneficiaries across all the local and regional offices, determine the root
causes for these possible fraudulent grant payments and implement controls to prevent further losses in this regard.

» Fraud registers are not properly completed which makes it very difficult to see if cases has been investigated and what the
outcome was of the cases

» Payments are still made to some ineligible beneficiaries and most of the cases have been closed as beneficiaries could not
be fraced to recover the money

AN
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Review of the 2023-24 Annual




Objectives of annual performance plan review

The purpose of the review was to:

» understand the process followed for the preparation and revision of the five-year
plans strategic plans and final draft annual plans (APP)

« determine whether the prior year's findings reported in the audit report relating to
measurability, relevance and reliability were considered in updating indicators and
targets in the draft annual plan for the next year;

» assess the measurabllity, relevance, and quality of the indicators and targets
planned for the scoped-in subject matter(s) in the final draft annual plans;

« assess the completeness of relevant indicators relating to core functions prioritized
for the scoped-in subject matter; and

» enable insights to accounting officers and authorities, executive authorities and
oversight through discussions of the pro-active findings.
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Annual performance plan review

* The review was conducted for the Department of Social Development (DSD), South African
Social Security Agency (SASSA) and National Development Agency (NDA).

Department of Social Development
» The following finding was identified during the review:

o Management did not adequately review of the draft Annual Performance Plan against the
prescribed framework to ensure that each output indicator has a technical indicator
description

= Management agreed to the finding and subsequently updated the APP.
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Annual performance plan review- SASSA
 The following findings were identified during the review of the Draft 2023-24 SASSA APP:

. Performance Auditor’s Issues Identified SASSA Management comments
Performance Indicator Target

Number of social grant 1 500 000 e The indicator title is about applications » Amended
applications processed processed however management has

also included activities such as updating

information. The manner in which this

indicator and target is being detailed

does not measure the performance or

actual service delivery of the core

function as intended by the indicator.

Number of grants in 19 304 145 e Annual target in quarterly reporting for » Amended
payment Including Grant- Child Support Grant (CSG) incorrectly
in- Aid. captured.in Table 10 as 113 million instead

of 13 million.
Number of applications for yA:1ele The target of 67400 for indicator 19 (humber » Amended
Child Support Grant (CSG) of applications for Child Support Grant (CSG)
Top Up in payment Top up in payment) has been duplicated in

indicator 18(Number of grants in payment
Including Grant- in- Aid)
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Annual performance plan review- SASSA

. Performance Auditor’s Issues Identified SASSA Management comments
Performance Indicator Target

Percentage of COVID- 95% of COVID- e The TID indicates that applications will be » Amended
19 SRD applications 19 SRD validated against all relevant databases

processed applications but it is not clear which are the relevant

processed predetermined databases.

Lolfel=Ngi e [o [SROI A1 [o (VS 90% of enquires e The indicator title and target is for » Amended
(WL R 1B ([ eIV e[ (=Xl resolved within 5 responding to enquiries or disputes. It is
time frames days measured as achieved even if an
24. Percentage of enquiry/ dispute is only acknowledged
(o [F]o] V) (=X (Y11 \Z=Yo BY/i [} 111 B 80% of disputes and not resolved nor feedback provided.
il el el Ele Bilaa CRile [ S resolved within The performance or actual service
14 days delivery of the core function as intended
by the indicator is not measured.
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Annual performance plan review- NDA

* The following findings were identified during the review of the Draft 2023-24 NDA APP:

Perfformance

Indicator

Performance
Target

Auditor’s Issues 4ldentified NDA Management
comments

Number of
poverty
eradication
projects funded
by the NDA

100

The indicator for the Number of The APP will be
poverty eradication projects funded amended as the
by the NDA is not clearly defined and indicator has been
measurable as inconsistencies were  worded incorrectly

noted between the definition and instead of the Number
wording of the indicator (The definition of poverty eradication
Is not clear as the name of the CSO’s funded by the
indicator is referring to poverty NDA it was

eradication projects funded, and the documented as the
definition in the TID is referring to CSO's Number of poverty

approved for grant funding, there Is eradication projects
no link between the two). funded by the NDA.
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THANK YOU

O
@ WWWw.agsa.co.za I:”:ﬁ] Auditor-General of South Africa

y @AvuditorGen_SA {F Auditor-General of South Africa



