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AGSA mission

The Auditor-General of South

Africa 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.



WHAT DOES THE AG SAY? 

Little change in audit outcomes in 10yRise in UIFW expenditure 

Unresponsiveness to visibility programs

Accountability failures  worsened financial 

health  lack of delivery and maintenance of 

infrastructure  negative impact on the well-

being of South African people. 



WHAT DOES THE PEOPLE SAY? 
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DO

PLAN

CHECKACT

Constitution requires from public 

administration:

• High standard of professional ethics 

• Promotion of efficient, economic and 

effective use of resources

• Accountability

• Fostering of transparency

Act now on accountability

• report and account on regular basis

Legislation prescribes obligations of 

accounting officers and authorities to:

• plan and budget for delivery
• use resources in an effective, 

efficient and transparent manner

• establish and implement internal 

controls to prevent and detect 
irregularities, losses and financial 
misconduct and effectively deal 
with any breaches 
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WHAT DOES THE CONSTITUTION SAY? 
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Preventative controls – the ultimate deterrent 



… 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.

Material 

irregularity

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

If the accounting officer/authority does not appropriately deal with material 
irregularities, our expanded mandate allows us to …

INTRODUCTION OF MATERIAL IRREGULARITIES
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MATERIAL IRREGULARITY VS IRREGULAR EXPENDITURE
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What is the Irregular Expenditure Material Irregularity

Definition

Expenditure incurred in 

contravention of, or that is not in 

accordance with a requirement of 

any applicable legislation.

Non-compliance with, or contravention of, 

legislation, fraud, theft or a breach of fiduciary 

duty identified during an audit 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.

Difference: 

Irregularity

The irregularity is only non-

compliance with legislation when 

incurring expenditure.

The irregularity is any non-compliance (not 

limited to expenditure) as well as fraud, theft or 

a breach of fiduciary duty.

Difference: 

Impact

The impact is not specified, as the 

PFMA requires the accounting 

officer or authority to determine the 

impact.

There can be irregular expenditure 

that did not result in any losses, 

misuse of harm.

The irregularity must have resulted in or there 

must be indicators that it is likely to result in a 

material financial loss/ misuse of loss of a 

material public resource or substantial harm to a 

public sector institution or the general public.



MATERIAL IRREGULARITY VS IRREGULAR EXPENDITURE (CONTINUED)
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What is the Irregular Expenditure Material Irregularity

Difference:

Value

The value is the expenditure to 

date.

A material irregularity does not necessarily have 

a value.

Example

A lack of competitive bidding 

process for the awarding of a 

contract of Rm20.

The irregular expenditure is all the 

payments made on the contract to 

date (e.g. Rm10).

A lack of competitive bidding process for the 

awarding of a contract of Rm20 resulting in a 

material financial loss as the same service could 

have been delivered at a lower price (e.g. 

Rm18).

The financial loss is Rm2 (what was lost and what 

can still be lost).
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PFMA
2018-19

Material irregularities: 2018-19 PFMA

28 MIs identified from 12 completed audits

R2,81 billion financial loss 

(R2,51 billion known and R0,3 billion estimated)

25% 

(4)

25% 

(4)

50% 

(8)

Addressing the material irregularities 

25 (89%) – Accounting officer or authority is taking appropriate action

2 (7%) – Recommendations included in audit report

1 (4%) – Material irregularity referred to a public body

Completed audits – no MIs identified

Audits outstanding as at 15 October 2019

Completed audits – MIs identified

Unfair or 

uncompetitive 

procurement 

processes resulting 

in overpricing of 

goods and 

services procured

39% (11)
R438 million

Payment for 

goods or services 

not received

39% (11)
R55 million

Payment for poor 

quality work

7% (2)
R7,6 million

Invoices or claims  

not paid on time

11% (3)
R106 million

Unfair 

procurement 

processes resulting 

in supplier 

appointed that did 

not deliver

4% (1)
R2 220 million

Nature of material irregularities



11
PFMA
2018-19

Examples of material irregularities identified

Material irregularity Addressing the material irregularity

Various overpayments and duplicate 

payments to contractors on housing 

projects resulting in a loss of at least 

R32,9 million (quantified to date), if not 

recovered. 

The accounting officer instituted 

recovery processes against the 

contractors through the office of the 

State Attorney and investigations are 

underway to identity the responsible 

officials for the purpose of disciplinary 

processes.

The contractor charged for standing 

time and interest on outstanding 

invoices, resulting in a financial loss of 

R12,8 million.

The accounting officer investigated the 

material irregularity and has committed 

to take action against any officials found 

to be responsible and to recover the 

financial loss.

Retention payments were made to 

contractors in excess of the retention 

amount withheld by the department 

for housing projects.

The accounting officer investigated the 

material irregularity and based on the 

outcome will quantify and recover the 

loss from the contractor.
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Examples of material irregularities identified (continued)

A payment of R17,9 million was made to 

a consulting firm appointed for financial 

management services without evidence 

of work performed. 

Payments were made for 

mammogram services even though 

the hospital where the services were 

rendered did not have a 

mammogram machine.

The accounting officer did a 

preliminary investigation. Based on 

the outcome, a full-scale 

investigation was instituted. 

Material irregularity Addressing the MIAddressing the material irregularity 

The accounting officer investigated 

the material irregularity . Based on 

the outcome, the accounting 

officer initiated disciplinary 

procedures against the officials 

involved and filed a summons with 

the High Court of South Africa to 

declare the contract invalid. 



IMPLEMENTATION OF EXPANDED MANDATE IN 2019-20 
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To allow for establishing capacity 

and processes, a phased-in 

approach for identifying material 

irregularities will be followed in 

2019-20 based on: 

1. the type of material 

irregularity to be identified 

and reported

2. the auditees where it will be 

implemented 

Selection criteria

The material irregularity 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 the government 

priorities.

Any non-compliance with, or contravention of, legislation, 
fraud, theft or a breach of a fiduciary duty that resulted in, 
or is likely to result in a material financial loss.

Type of material irregularity



STAY IN TOUCH WITH THE AGSA


