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“The Republic of South Africa is one, sovereign, democratic state founded on the following values:
(a)Human dignity, the achievement of equality and the advancement of human rights and freedoms.

(b) Non-racialism and non-sexism.

(c) Supremacy of the constitution and the rule of law.

(d) Universal adult suffrage, a national common voters roll, regular elections and a multi-party system of democratic government to ensure accountability, responsiveness and openness.” Section 1 of the Constitution of the Republic of South Africa

“The objects of local government are –

(a) To provide democratic and accountable government for local communities;

(b) To ensure the provision of services to communities in a sustainable manner;

(c) To promote social and economic development;

(d) To promote a safe and healthy environment ; and

(e) To encourage the involvement of communities and organisations in the matters of local government.

(2) A municipality must strive within its financial and administrative capacity to achieve the objects set out in subsection (1). Section 152 of the Constitution.

“The following state institutions strengthen constitutional democracy in the Republic:
(a) The Public Protector

(b) ........

(c) ........

(d) ........

(e) The Auditor- General

(f) .........

(2) These institutions are independent and subject only to the Constitution and the law and they must be impartial and must exercise their powers and perform their functions without fear, favour or prejudice.  Section 181 of our Constitution. The Auditor-General must “audit and report on the accounts ,financial statements and financial management of all national and provincial state departments and administrations, all municipalities and any other institution or accounting required by national or provincial legislation to be audited by the Auditor-General, the Auditor-General  also audits any institution that is authorised to receive money for a public purpose.
An ancient Indian statesman is reported to have said “Just as it is impossible not to taste honey or poison that one may find at the tip of one’s tongue, so it is impossible for one dealing with the government funds not to taste, at least a little bit of the king’s wealth”. Corruption goes right back to the beginning of human society and it is present in every political system regardless of how developed it is and that it is not restricted to any particular sector.
The above statement sums up our purpose for this two days gathering. Are we aiming for an elimination of fraud and corruption or do we seek to significantly reduce it by punishing those found guilty so as to abolish the culture of impunity which seems to be taking root. We must also bear in mind that no country and no social system is immune to fraud and corruption, what is essential is fighting it with determination and to ensure investigations and prosecutions. In addition, society must ostracise those who engage in it. This also calls for high ethical values on the part of politicians and public servants. We also need to intensify education and training of the general public so as to deprive corruption of its social breeding ground.
The role of auditors has evolved over a long period of time , from just focusing on conformity with the appropriation of funds approved by Parliament, authorisation by competent financial authorities, conformity with applicable laws, rules and regulations as well as the correct depiction of transactions in government accounts. Of course this meant  also looking at irregular, fruitless and wasteful expenditure.
Today , given the complexities of running modern governments, in addition to what I have mentioned above, auditors play a pro-active role in socio-economic development involving massive investment of public funds in various sectors of the economy. The implication of this evolution is that auditors now have to also conduct performance audits, doing appraisals of government programmes and projects with a view of ascertaining whether the objectives of these projects have been achieved or not and also looking at the costs. This is to determine value for money, to ensure economy of scales, efficiency and effectiveness.

To sum it up, the broad aim of audits is to safeguard the financial interests of the state and to uphold and promote public accountability, sound and economical financial management practises. It , however remains the responsibility of the Executive to ensure the economy and efficiency in the expenditure of public money. The role of auditors is to bring to light wastefulness, failure to comply with rules and regulations, system weaknesses, deficiencies and other circumstances leading to irregular expenditure.

My thesis, therefore, is that the detection of fraud or misappropriation is not the aim of audits but is incidental to the function of promoting public financial accountability and transparency in administration. Auditors are not investigators but rely on documentary evidence for substantiating their observations. It is easier to detect fraud than to uncover corruption, auditors have no direct role in highlighting cases of corruption. It is a country’s anti-corruption agency that has a direct role in the investigation of corruption and auditors provide copies of documents in their possessions which might have a bearing on the cases being investigated but do not necessarily participate in the investigation.  
Our focus is public administration because public funds are in the hands of administrators, the most conspicuous corruption occurs in government though it is also deeply rooted in private and social life. There is an argument that says” corruption is the result of a structural imbalance between the State and society, which gives the State and its representatives a comparative advantage in acquiring wealth and mobility, producing a peculiar pattern of behaviour in which bribery prevails”.
There are certain areas where auditors should be particularly vigilant and therefore could play a critical role in unearthing corrupt activities, some of these areas are:

 1.in the purchasing of goods and services (procurement)

2.public works contracts; fertile ground for corrupt practises because of the large sums involved. Corrupt practises occur in quantifying the volume of work, overpricing, the quality of the material used, etc.

3.Issuing of licences or permits; most businesses and individual frequently pay bribes in order to obtain licences or permits. 
There are many other instances that one can mention here.

Clearly  fighting corruption is not a direct task of auditors but this does not mean that impropriety has nothing to do with the regularity of operations or with the sound use of public funds. By fully exercising their role as watchdogs  over the discipline in public finance, auditors contribute to fighting against corruption though in an indirect manner. Financial managers must be skilled and competent persons whose integrity is beyond reproach. Auditors have to keep a healthy balance between performance and your traditional regularity and compliance audits because over emphasis on performance audits can easily overlook irregularities which might be a good indicator of wrongful behaviour.
Mechanisms which impose a systematic and periodic audit are conducive to detection of corruption. Detection is possible by regularity and performance auditing, one of the problems is that of timeliness where audits may happen several years after the facts. Auditors must inform any police official of findings which they believe may implicate individuals in criminal wrong doing. Duty to report corrupt transactions involving an amount of R100 000.00 or more.(section 34 of the Prevention and Combating of Corrupt Activities Act,2004)
The mere existence of the office of the Auditor- General  should on its own be a sufficient deterrent that will serve to prevent corruption but it is not. Every year our government loses more billions of rands to acts of fraud and corruption in the public sector. The Sowetan of October 20 2011 reported that between April 2010  and March 2011 “irregular spending in national and provincial departments and state entities increased from R13 billion to R21 billion. Of course this does not necessarily mean that all of this is because of corruption but it says a lot about financial mismanagement which amounts to financial misconduct in terms of the PFMA and the MFMA and is criminally punishable. The Deputy Auditor General attributes this to the “flouting of procurement  laws”, he further observes that the “public sector was still not near the goal of achieving universal clean audits”. This is a shame 17 years down the line. The delegates here carry the dream of achieving the objective of universal clean audits because you have the tools and the political principals must show the will. I strongly believe that the combination of the tools and the will make us realise the dream of universally clean audits.  

Auditors need to exercise extra care when there is deviation of normal tender procedures  because of urgency, confidentiality or when there is only one company which can render the required performance. Discretionary awards always lead to strong suspicions of favouritism or nepotism. To counter this auditors must always verify whether a need actually existed for such a deviation. It then becomes necessary to give a closer look at the planning side of the procurement process.

Example: It would be unfounded to invoke urgency if the preliminary planning documents indicate that the need for a particular asset or service has been known for a longer period of time. If the public was excluded from an award because there is only one company than can render the required performance, the awarding process should include a documentation on market research that was performed.

Check the contracts carefully. The right procedures might have been followed and yet contractors may still be favoured in the awarding phase to the detriment of the state and rival competitors. The contract has to be consistent with the planned and specified quantities or schedules for the delivery of goods or services.

Example: If a favoured company due to a secret agreement  could expect larger quantities to be ordered than stated in the tender documents, it was probably able to quote lower prices than its competitors.

Generally, deficiencies in the procurement of goods with regard to delivery, quality control, invoicing and payment are the result of negligence on the part of public officials. However systematic deficiencies such as inadequate documentation of the movement of goods or lacking control mechanisms could open up possibilities for wrongful behaviour.
Although corruption may be difficult to prove, auditors are well equipped to come up with findings which suggest corrupt behaviour. By raising the risk of detection, repeated  audits of procurement processes have a preventive effect. Auditors must set up a framework for procurement that is corruption proof.   
