Introducing the concept of material irregularities

Following the amendments to the Public Audit Act, the Auditor-General has been given the

following additional powers:
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Refer material
irregularities to relevant
public bodies for further

investigations in accordance

with their mandate

Take binding remedial
action for failure to
implement the AG’s
recommendations for

material irregularities

Issue a certificate
of debt for failure to
implement the remedial

action if financial loss

was involved

What is a material irregularity?

material

Abbreviations:

AGSA Auditor-General South Africa
AG  Auditor-General
MI Material Irregularity

Definition

any non-compliance :
with, or contravention of, i AO  Accounting Officer
legislation, fraud, theft or i AA

: Accounting Authority
a breach of a fiduciary POEA

Executive Authority

duty identified during an
CoD  Certificate of Debt

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

irregularity

or the general public

In line with Ml regulation, this process will be followed when Mis are
identified during the normal audit process.

O, Nomry o,
AA of Ml and

é request proof by
: : stipulated time on
L IDENTIFY ...} actions taken
*MI t |

/suspected M To stop
irregularity

+ To prevent/
recover loss or
other impact

*  Against
responsible
person

¢ AO/AA

¢ has TAKEN
appropriate
¢ action

AO/AA FAILS
to submit by
: stipulated
time

°*t AO/AA has

: NOT TAKEN
appropriate
action

°*: FOLLOW UP

: in subsequent
. audits until
+ fully resolved

: DECIDE ™

To refer Ml to a
: relevant public
¢ body and/or

¢ recommendation
in audit report to
¢ enable remedial
action or

To investigate

To include o

: REPORT info on
: the Ml in audit
report and

Recommendations
or

A note that the
MI was referred
to a public body

That Ml is being
investigated
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Referral is ...

providing a public body with all the information on material irregularity so that they can, according to their
mandate and powers, ...

investigate and issue remedial actions
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Q o REFERRAL NOT ACCEPTED o IDENTIFY other public
y : (not within mandate, scope body for referral
O : * or functions)
H ' H
fipenmiy Ot sumit < Qi Receve o O

: referral and
: supporting

. appropriate

acknowledgment :
¢ public body o

: of receipt and

2 REFERRAL ACCEPTED with commencement date
: documents . whether referral
: accepted

NOTIFY AO/AA and EA of referral

RECEIVE progress updates from public body - Q-

Report progress in

AGSA annual and

RECEIVE report on outcome of investigation ...... general reports.

Public body PUBLISHES REPORT/FINDINGS

FOLLOW UP in subsequent audits if appropriate action
has been taken in response to investigation




Remedial action is triggered by the lack of implementation of the recommendations included in the audit report.
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The remedial action is a legal instruction to the accounting officer or authority to take specific action by a certain date.
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¢ If applicable, FOLLOW UP in subsequent
: audits until fully resolved

Recommendation *°
H : * IMPLEMENTED

INCLUDE

FAILS TO SUBMIT "

: recommendation : proof of
¢ in audit : implementation 5
 report o be : i by stipulated time 40" NOTIFY AO/AA and EA of remedial action to be REPORT in

taken by stipulated time. For financial loss, include

: DIRECTIVE to QUANTIFY FINANCIAL LOSS and
D Recommendation ..

AGSA annual

implemented

report and
general report

by stipulated

¥ period RECOVER FROM RESPONSIBLE PERSON
/ : NOT IMPLEMENTED ¥
éDETERMINE whether remedial action was
¢ implemented and notify AO/AA and EA of result
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é FAILS TO SUBMIT PROOF

6 Remedial ACTION
. of remedial action taken :

é Remedial action
IMPLEMENTED

+ NOT IMPLEMENTED

@ *x9Q

Remedial action if Remedial action if NOT
INVOLVING FINANCIAL LOSS INVOLVING FINANCIAL LOSS

° If applicable, FOLLOW UP in
subsequent audits until resolved
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Follow CERTIFICATE TAKE FURTHER ACTIONS
OF DEBT process « Notify EA, appropriate legislature or body, or
H ¢ legal action, or
o *  Any other action within AGSA mandate

Next step (CoD)

AN

For
Accountability

Report

> Certificates of debt process

A certificate of debt can be avoided by implementing the directive to quantify the financial loss and take
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steps to recover the loss.

If the remedial actions are not implemented a process as defined in the PAA and regulations are followed.

-©"*: DETERMINE
financial loss if
: not determined
: or inaccurately
determined by
P AO/AA

NOTIFY AO

: or individual
members of

: AA who failed
to implement
remedial action
of intent to
issue CoD and
request written
: representation
* within 20 days

*: Receive NO -*
WRITTEN
. representation

ceseedenes

: Receive
WRITTEN
representation

intent to continue

: NOTIEY AO " O aprOINT
¢ or individual . advisory
¢ members of AA of committee

issuing CoD and
INVITE AN ORAL
REPRESENTATION
to advisory

committee

(an external
independent
committee) by
stipulated date

ORAL

. REPRESENTATION
by AO/individual
member

of AA and
consideration

by advisory
committee

RECEIVE
RECOMMENDATIONS
from advisory

committee

CONSIDER
recommendations,
MAKE DECISION
and inform

AO/ individual
member of AA

o

H TO BE
ISSUED
---o---- ASSESS ..
whether d coD
2 HCS0, H NOT TO
i should H BE ISSUED
. continue .
with CoD
: SERVE
i COPY OF
CoD NOT CZD E" EIZ‘
e : whoshould
s Ges i recover :
¢ debt and
: provide LS.
. feedback o

SERVE CoD on .-+
AO/ individual
member of AA

in prescribed

: form and
: signed by AG

REPORT FAILURE to

relevant leg

on progress

PROGRESS made
with recovery

islature

DOES NOT RECEIVE
progress reports

Report progress
in AGSA annual
and general
reports.
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RECEIVE progress
reports on
recovery of debt

INADEQUATE
PROGRESS

with recovery

INFORM EA of intention to report
failure to relevant legislature






