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EXECUTIVE SUMMARY 
 
1. Introduction 
 
An important objective of the Public Finance Management Act, 1999 (PFMA), is to put 
in place a more effective financial accountability system. The Treasury Regulations 
which came into effect on 27 May 2002, among others, provide for the manner, form 
and circumstances in which accounting officers must report disciplinary and criminal 
charges of financial misconduct.  
 
Departments reported finalized financial misconduct cases to the Commission with 
effect from the 2001/2002 financial year, which culminated in the first Report on 
Financial Misconduct, which was published in January 2003.  
 
This report covers financial misconduct cases reported to the Commission for the 
financial years 2002/2003 and 2003/2004 and will, where applicable, draw on 
information published in the first report in an attempt to identify trends and make 
recommendations. 
 
2. Statistical overview and analysis 
 
2.1 The number of officials charged with financial misconduct 
 
An analysis of the number of cases reported for the previous three financial years, 
indicates that there had been a decrease in the number of cases for the 2002/2003 
financial year. The Department of Defence reported the highest number of cases in 
the 2002/2003 and 2003/2004 financial years. 
 
2.2 Types of financial misconduct reported 
 
Transgressions in the category fraud and theft, are committed the most and have 
increased by 1% from the 2002/2003 to the 2003/2004 financial year. For the 
2002/2003 financial year, the highest number of fraud and theft cases were reported 
by national departments, whilst the highest number of fraud and theft cases were 
reported by the Eastern Cape province during the 2003/2004 financial year. 
 
2.3 Levels of officials charged with financial misconduct 
 
Employees on salary level 6 have committed the highest number of financial 
misconduct cases (25%). On the other hand, the proportion of senior managers (levels 
13 to 15) that have been charged with financial misconduct, has increased from 1% in 
the 2001/2002 financial year, to 4% in the following two financial years.  
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2.4 Outcomes of disciplinary cases 
 
In all three financial years, the majority of employees against whom charges were 
brought, were found guilty of financial misconduct. During the 2001/2002 financial year 
employees were found guilty in 95% of the cases, during the 2002/2003 and 
2003/2004 financial years, employees were found guilty in 82% and 76% of the cases, 
respectively. 
 
2.5 Sanctions imposed in cases of financial misconduct 
 
In terms of sanctions imposed over the past three financial years, dismissal is the 
most prevalent, followed by final written warnings and written warnings. Statistics 
indicate that at National level the rate of dismissals has increased from 22% in the 
2002/2003 financial year, to 39% in the 2003/2004 financial year, and at Provincial 
level the rate of dismissals has increased from 46% in the 2002/2003 financial year, to 
55% in the 2003/2004 financial year. 
 
2.6 Consistency in the imposition of punishment 
 
For the 2002/2003 and 2003/2004 financial years, dismissal was imposed as a 
sanction in 50% of the fraud and theft cases. In the 2002/2003 financial year the 
highest ratio (42%) of employees that were dismissed were employed at salary levels 
1-8. In the 2003/2004 financial year, the highest ratio (57%) of employees that were 
dismissed were employed at salary levels 13 to 15 (senior management).  
 
2.7 Criminal proceedings instituted against officials charged with 

financial misconduct 
 
There has been a substantial increase (33%) in the 2003/2004 financial year in 
respect of criminal cases being instituted against employees for financial misconduct. 
During the past two financial years, the South African Police Service was the 
department that instituted the most criminal cases against its employees. 
 
2.8 Cost of financial misconduct 
 
Financial misconduct by any employee results in material and financial detriment to 
the State. Not all departments indicated the cost of financial misconduct in the reports 
submitted to the Commission. In the 2002/2003 financial year, the cost of financial 
misconduct was indicated in 44% of the reported cases, and in the 2003/2004 
financial year, the cost of financial misconduct was indicated in 60% of the cases. For 
the financial year 2002/2003, the cost of financial misconduct amounted to 
R331213430,16 and for the financial year 2003/2004, the cost amounted to 
R20352101,88.  
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2.9 Sample of financial misconduct cases reported on in annual 
reports vs reports received from departments 

 
The Commission sampled some annual reports available of departments for the 
2002/03 and 2003/04 financial years. In many instances those departments that 
submitted a nil report or did not report finalised financial misconduct cases to the 
Commission, reported on cases relating to fraud, theft and financial mismanagement 
in their Annual Reports. 
 
3. OBSERVATIONS AND RECOMMENDATIONS 
 
3.1 Inaccuracy in respect of information provided 
 
Information provided for the 2002/2003 and 2003/2004 financial years was in many 
instances incomplete or inaccurate. Some departments reported disciplinary cases 
pertaining to the undermining of the financial management or control systems of 
departments in their annual reports, but submitted a nil report to the Commission. In 
other cases, the rank or salary levels of the employees, and an indication whether 
further action, including criminal or civil proceedings were taken, was in many 
instances not indicated. Some departments reported on alcohol abuse and 
absenteeism cases, which do not in any way relate to the definition of financial 
misconduct as contained in the PFMA. 
 
The lack of record keeping can be circumvented if departments strictly comply with the 
provisions of the Treasury Regulations, which stipulates that the accounting officer 
must, as soon as the disciplinary proceedings are completed, report to the Public 
Service Commission on the outcome. The Commission will identify Departments that 
submit inaccurate reports on finalized financial misconduct cases in its Reports on 
Financial Misconduct and will also inform executing authorities accordingly. 
 
3.2 Erroneous information on financial cost and recovery of debt 
 
In some instances departments indicated whether the losses or damages suffered 
through criminal acts or possible criminal acts or omissions were recovered from 
officials. However, as it is not a reporting requirement that this information should be 
reported to the Commission, not all departments reported this aspect to the 
Commission.  
 
In order to obtain a comprehensive picture of the impact of financial misconduct on the 
Public Service, it is recommended that National Treasury considers amending the 
Treasury Regulations to include the cost of financial misconduct, as well as an 
indication of the amount recovered in the list of information that should be reported on. 
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3.3 Impact of the Prevention and Combating of Corrupt Activities 
Act, 2004 

 
Of the 849 cases reported for the 2002/2003 financial year, 28 cases involved 
amounts over R100 000, and criminal action was taken in 12 of these cases. In the 
2003/2004 financial year, of the 582 cases, 20 cases involved amounts over R100 000 
and criminal action was taken in 5 cases. Section 34(1) of the new Prevention and 
Combating of Corrupt Activities Act, 2004, specifically provides for the reporting of 
offences of theft, fraud, extortion, forgery or uttering of a forged document involving an 
amount of R100 000 or more to the South African Police Service.  
 
It is foreseen that the impact of the application of the Prevention and Combating of 
Corrupt Activities Act will be more visible in the 2004/2005 financial year as 
departments will be compelled to report such cases to the SAPS and inform, amongst 
others, the Commission of the outcome. 
 
Accounting Officers should institute strict measures to ensure that cases where the 
state has suffered losses or damages as a result of financial misconduct, are reported 
to the SAPS.  
 
3.4 Inconsistency in the application of discipline 
 
Despite the Government’s efforts to root out corruption within the Public Service, the 
picture remains discouraging, as the most prevalent transgressions reported to the 
Commission, are fraud and theft. More disturbing is the fact that dismissal as a 
sanction was only imposed in 50% of the cases.  
 
A solid management practice is widely recognized as the first line of defense against 
serious transgressions such as fraud and theft. The accountability and capacity of 
managers to manage discipline must be improved through encouraging managers to 
act severely against transgressors. It is therefore recommended that the management 
of discipline is included in the performance agreements of managers. 
 
CONCLUSION 
 
Through the analysis of the information provided by departments in relation to financial 
misconduct, the Commission made observations around the inaccuracy in respect of 
the information provided by accounting officers, the need for information on the cost of 
financial misconduct on the Public Service, and the necessity for consistency in the 
application of discipline. Recommendations are therefore made in an attempt to 
improve the quality of information provided by departments and to ultimately enhance 
the analysis of information and to obtain a more comprehensive picture of the impact 
of financial misconduct on the Public Service. 
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CHAPTER 1: INTRODUCTION 
 
 
1.1 Introduction 
 
The Public Finance Management Act, 1999 (PFMA), which came into effect on 1 April 
2000, gives effect to sections 213 and 215 to 219 of the Constitution, 1996, for 
national and provincial spheres of government and constitutional institutions. Among 
others, these sections provide for the establishment of a national treasury and 
prescribe measures to ensure transparency and expenditure control in all spheres of 
government. All public servants have a responsibility to ensure that public funds and 
resources are used only in activities that support the objective of government; among 
others, to protect public funds and resources from theft, misuse, misappropriation and 
other conduct that may be prejudicial to the financial welfare and reputation of 
government. The PFMA is part of a broader government strategy for improving 
financial management in the public sector. An important objective of the Act is to put in 
place a more effective financial accountability system.  
 
The Treasury Regulations which came into effect on 27 May 2002,  among others, 
provide for the manner, form and circumstances in which accounting officers must 
report disciplinary and criminal charges of financial misconduct. Departments reported 
finalized financial misconduct cases to the Commission with effect from the 2001/2002 
financial year, which culminated in the first Report on Financial Misconduct, which was 
published in January 2003.  
 
This report covers financial misconduct cases reported to the Commission for the 
financial years 2002/2003 and 2003/2004 and will, where applicable, draw on 
information published in the first report in an attempt to identify trends and make 
recommendations. 
 
 
1.2 The legislative framework and context 
 
Section 81 of the PFMA determines that – 
 
“(1) An accounting officer for a department or a constitutional institution commits an 

act of financial misconduct if that accounting officer willfully or negligently- 
 

(a) fails to comply with a requirement of section 38, 39, 40, 41 or 42; or 
(b) makes or permits an unauthorized expenditure, an irregular expenditure or 

a fruitless and wasteful expenditure. 
 
(2) An official of a department, a trading entity or a constitutional institution to 

whom a power or duty is assigned in terms of section 44 commits an act of 
financial misconduct if that official willfully or negligently fails to exercise that 
power or perform that duty.” 
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Section 85(1) of the PFMA, determines that – 
 
“(1) The Minister must make regulations prescribing – 

 
(a) the manner, form and circumstances in which allegations and disciplinary 

and criminal charges of financial misconduct must be reported to the 
National Treasury, the relevant provincial treasury and the Auditor-
General, including – 
(i) particulars of the alleged financial misconduct; and 
(ii) the steps taken in connection with such financial misconduct; 

(b) …………………………………………………………………… 
(c) …………………………………………………………………… 
(d) …………………………………………………………………… 
(e) the circumstances in which the findings of a disciplinary board and any 

sanctions imposed by the board must be reported to the National 
Treasury, the relevant provincial treasury and the Auditor-General; and..” 

 
Treasury Regulation 4.3. read with section 85(1)(a) and (e) of the PFMA, determines 
as follows: 

 
“4.3.1 The accounting officer must, as soon as the disciplinary proceedings are 

completed, report to the executive authority, the Department of Public Service 
and Administration and the Public Service Commission on the outcome, 
including- 

 
(a) the name and rank of the official against whom the proceedings were 

instituted; 
(b) the charges, indicating the financial misconduct the official is alleged to 

have committed; 
(c) the findings; 
(d) any sanction imposed on the official; and 
(e) any further action to be taken against the official, including criminal 

charges or civil proceedings. 
 
4.3.2 The institution must inform the executive authority, the relevant treasury, the 

Department of Public Service and Administration and the Public Service 
Commission of the outcome of any criminal and civil proceedings instituted 
against any person for financial misconduct in terms of section 86 of the Act.” 

 
 
1.3 Purpose of the report 
 
To report on financial misconduct of national and provincial departments in line with 
the provisions of the Treasury Regulations. 
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1.4 Public Service Commission’s mandate 
 
In terms of section 196(4)(b) of the Constitution, 1996, read in conjunction with 
sections 9 and 10 of the Public Service Commission Act, 1997, the Public Service 
Commission is empowered to investigate, monitor and evaluate the organization and 
administration, and personnel practices of the Public Service. 
 
The Commission is thus, in terms of the above-mentioned constitutional mandate, 
empowered to monitor and evaluate financial misconduct as determined by the PFMA, 
read with the Treasury Regulations.  
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CHAPTER 2: METHODOLOGY 
 
 
2.1 Introduction 
 
In terms of section 36 of the PFMA, every department and constitutional institution 
must have an accounting officer. The Act confers specific responsibilities on 
accounting officers, who, amongst others, are responsible for the operation of basic 
financial management systems, the investigation of alleged financial misconduct and 
ensuring that disciplinary proceedings are carried out in accordance with the relevant 
prescripts. On finalisation of the misconduct proceedings, the accounting officer must 
submit a report to, among others, the Commission, on the outcome of the finalised 
cases. 
 
 
2.2 Data Collection 
 
In order to comply with the provisions of Treasury Regulations 4.3, issued in terms of 
sections 85(1)(a) and (e) of the PFMA, national departments and provincial 
administrations were requested to report financial misconduct to the Commission upon 
finalisation of such cases.  
 
As a result of poor responses by national and provincial departments, reminders were, 
on 28 April 2004, sent to those departments that had not provided responses to the 
Commission for the 2002/2003 and 2003/2004 financial years. Departments were 
requested to provide inputs by no later than 14 May 2004. In view of the fact that a 
large number of departments did not respond within the given time frame, telephonic 
follow-up was made to the relevant departments. In those cases where departments 
had no financial misconduct cases to report for a particular financial year, they were 
requested to submit nil inputs for record purposes. An indication as to which 
departments responded and which did not respond is contained in the tables in 
paragraphs 2.3.1 and 2.3.2 below. 
 
In order to ensure uniformity, departments were requested to provide information in a 
prescribed format. A database was established to capture the information.  
 
The information reported by departments with regard to financial misconduct as 
contained in this report is for the 2002/2003 and 2003/2004 financial years. The 
Commission published a report on financial misconduct for the 2001/2002 financial 
year and where possible, the information received during the said financial year has 
been incorporated and used for analytical purposes in this report. 
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2.3 Responses of National Departments and Provincial 
Administrations 

 
The tables below indicate those national and provincial departments that have 
reported finalized financial misconduct cases, those who did not submit a report and 
those departments that submitted a nil report. A nil report connotes that such a 
department finalized no financial misconduct cases during a particular financial year. 
 
 
2.3.1 National Departments 
 
Of the 37 national departments, 84% have submitted reports for the 2002/03 financial 
year, and 68% have submitted reports for the 2003/04 financial year. 
 
Table 1: Reports received from National Departments: 
 
Department                                          
 

Financial Year Finalised 
cases reported 

No reports 
submitted 

Nil input 
submitted 

Agriculture 2002/2003 X   
  2003/2004   X 
Arts and Culture 2002/2003   X 
  2003/2004   X 
Communications 2002/2003 X   
  2003/2004  X  
Correctional Services 2002/2003  X  
  2003/2004  X  
Defence 2002/2003 X   
  2003/2004 X   
Education 2002/2003 X   
  2003/2004   X 
Environmental Affairs and Tourism 2002/2003 X   
  2003/2004 X   
Foreign Affairs 2002/2003  X  
  2003/2004  X  
Government Communications 2002/2003   X 
  2003/2004 X   
Health 2002/2003  X  
  2003/2004  X  
Home Affairs 2002/2003 X   
  2003/2004 X   
Housing 2002/2003   X 
  2003/2004  X  
Independent Complaints Directorate 2002/2003   X 
  2003/2004   X 

2002/2003 X   Justice and Constitutional  
Development 2003/2004 X   
Labour 2002/2003  X  
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Department                                          
 

Financial Year Finalised 
cases reported 

No reports 
submitted 

Nil input 
submitted 

  2003/2004  X  
Land Affairs 2002/2003 X   
  2003/2004 X   
Minerals and Energy 2002/2003 X   
  2003/2004 X   
National Treasury 2002/2003 X   
  2003/2004  X  
Provincial and Local Government 2002/2003 X   
  2003/2004   X 
Public Enterprises 2002/2003   X 
  2003/2004 X   
Public Service and Administration 2002/2003 X   
  2003/2004 X   
Public Service Commission 2002/2003   X 
  2003/2004 X   
Public Works 2002/2003  X  
  2003/2004  X  
Science and Technology 2002/2003   X 
  2003/2004 X   
Secretariat for Safety and Security 2002/2003   X 
  2003/2004   X 
Social Development 2002/2003 X   
  2003/2004   X 
South African Management and  2002/2003   X 
Development Institute 2003/2004   X 
South African Police Service 2002/2003 X   
  2003/2004 X   
South African Secret Service 2002/2003  X  
  2003/2004  X  
Sport and Recreation 2002/2003 X   
 2003/2004   X 
Statistics South Africa 2002/2003 X   
  2003/2004   X 
The Presidency 2002/2003   X 
  2003/2004 X   
Trade and Industry 2002/2003 X   
  2003/2004  X  
Transport 2002/2003 X   
  2003/2004 X   
Water Affairs and Forestry 2002/2003 X   
  2003/2004  X  
 
 
2.3.2 Provincial Administrations 
 
The responses of Provincial Administrations are shown in the tables below. 
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Table 2 below indicates that only the Department of Social Development in the 
Eastern Cape Province did not respond to the Commission’s request to submit a 
report on finalized financial misconduct cases to the Commission. 
 
Table 2: Reports received from the Provincial Administration: Eastern Cape 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture 2002/2003   X 
  2003/2004   X 
Economic Affairs, Environment and  2002/2003   X 
Tourism 2003/2004 X   
Education 2002/2003 X   
  2003/2004 X   
Health 2002/2003 X   
  2003/2004 X   
Local Government and Housing 2002/2003   X 
  2003/2004   X 
Office of the Premier 2002/2003 X   
  2003/2004   X 
Provincial Treasury 2002/2003 X   
  2003/2004 X   
Roads and Public Works 2002/2003   X 
  2003/2004 X   
Safety and Liaison 2002/2003   X 
  2003/2004   X 
Social Development 2002/2003  X  
  2003/2004  X  
Sport, Recreation, Arts and Culture 2002/2003   X 
  2003/2004   X 
Transport 2002/2003 X   
  2003/2004   X 
 
Tables 3, 4, 5 and 6 below indicate that all departments in the Free State, 
Mpumalanga Western Cape and North West provinces submitted inputs on the 
outcome of financial misconduct cases in their respective departments. 
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Table 3: Reports received from the Provincial Administration: Free State 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture 2002/2003   X 
  2003/2004   X 
Education 2002/2003 X   
  2003/2004 X   
Health 2002/2003 X   
  2003/2004 X   
Local Government and Housing 2002/2003   X 
  2003/2004   X 
Department of the Premier 2002/2003   X 
  2003/2004   X 
Provincial Treasury 2002/2003   X 
  2003/2004 X   
Public Safety and Security and Liaison2002/2003   X 
  2003/2004 X   
Public Works, Roads and Transport 2002/2003 X   
  2003/2004 X   
Social Development 2002/2003   X 
  2003/2004 X   
Sport, Arts, Culture, Science and  2002/2003   X 
Technology 2003/2004 X   
Tourism, Environmental and  2002/2003 X   
Economic Affairs 2003/2004   X 
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Table 4: Reports received from the Provincial Administration: Mpumalanga 
 
Department Financial Year Finalised 

cases 
reported  

No reports 
submitted 

Nil input 
submitted 

Agriculture and Land Administration 2002/2003 X   
  2003/2004 X   
Culture, Sport and Recreation 2003/2004   X 
Education 2002/2003 X   
  2003/2004 X   
Finance and Economic Affairs 2002/2003 X   
Finance  2003/2004 X   
Health and Social Services 2002/2003 X   
  2003/2004 X   
Housing and Land Administration 2002/2003 X   
Local Government and Housing 2003/2004   X 

2002/2003 X   Local Government, Traffic Control and 
Traffic Safety 2003/2004   X 
Office of the Premier 2002/2003 X   
  2003/2004   X 
Public Works, Roads and Transport 2002/2003 X   
  2003/2004   X 
Safety and Security 2002/2003 X   
Social Services, Population and 
Development 2002/2003 X 

  

Sports, Recreation, Arts & Culture 2002/2003 X   
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Table 5:  Reports received from the Provincial Administration: Western Cape 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture 2002/2003   X 
  2003/2004 X   
Community Safety 2002/2003   X 
  2003/2004   X 
Cultural Affairs and Sport 2002/2003 X   
  2003/2004   X 
Department of the Premier 2002/2003   X 
  2003/2004 X   
Education 2002/2003 X   
  2003/2004 X   
Environmental Affairs and  2002/2003   X 
Development Planning 2003/2004   X 
Health 2002/2003   X 
  2003/2004   X 
Local Government 2002/2003   X 
  2003/2004   X 
Housing 2003/2004   X 
Provincial Treasury 2002/2003   X 
  2003/2004   X 
Social Services and Poverty  2002/2003 X   
Alleviation 2003/2004 X   
Transport and Public Works 2002/2003   X 
  2003/2004 X   
Economic Development and Tourism 2003/2004 X   
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Table 6: Reports received from the Provincial Administration: North West 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture, Conservation and  2002/2003   X 
Environment 2003/2004 X   
Developmental Local Government and 2002/2003   X 
Housing 2003/2004   X 
Economic Development and Tourism 2002/2003 X   
  2003/2004   X 
Education 2002/2003 X   
  2003/2004 X   
Finance 2002/2003 X   
  2003/2004 X   
Health 2002/2003 X   
  2003/2004 X   
Office of the Premier 2002/2003 X   
  2003/2004 X   
Roads and Public Works 2002/2003 X   
  2003/2004 X   
Safety and Liaison 2002/2003 X   
  2003/2004 X   
Social Services, Arts, Culture & Sport 2002/2003 X   
  2003/2004 X   
Transport  2002/2003 X   
  2003/2004 X   
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Table 7 reflects that of the 11 departments in Gauteng Province, 91% have responded 
for the 2002/03 financial year, and 82% have responded for the 2003/04 financial 
year. 
 
Table 7: Reports received from the Provincial Administration: Gauteng 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture, Conservation, 
Environment and Land Affairs 2002/2003 X 

  

  2003/2004 X   
Education 2002/2003 X   
  2003/2004 X   
Finance and Economic Affairs 2002/2003 X   
  2003/2004 X   
Health 2002/2003 X   
  2003/2004  X  
Housing 2002/2003 X   
 2003/2004  X  
Local Government 2002/2003   X 
  2003/2004   X 
Office of the Premier 2002/2003   X 
  2003/2004 X   
Public Transport, Roads and Works 2002/2003  X  
  2003/2004   X 
Safety and Liaison 2002/2003   X 
  2003/2004   X 
Social Development 2002/2003 X   
  2003/2004   X 
Sport, Recreation, Arts and Culture 2002/2003 X   
  2003/2004   X 
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Table 8 below reflects that three departments in KwaZulu-Natal Province, namely 
Department of Health, Office of the Premier and Safety and Security did not provide 
inputs on the outcome of financial misconduct. 
 
Table 8: Reports received from the Provincial Administration: KwaZulu-Natal 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture and Environmental Affairs 2002/2003   X 
  2003/2004 X   
Economic Development and Tourism 2002/2003   X 
  2003/2004   X 
Education and Culture 2002/2003 X   
  2003/2004 X   
Health 2002/2003  X  
  2003/2004  X  
Housing 2002/2003   X 
  2003/2004 X   
Office of the Premier 2002/2003  X  
  2003/2004  X  
Provincial Treasury 2002/2003 X   
  2003/2004 X   
Safety and Security 2002/2003  X  
  2003/2004  X  
Social Welfare and Population  2002/2003   X 
Development 2003/2004 X   
Traditional and Local Govt Affairs 2002/2003 X   
  2003/2004 X   
Transport 2002/2003 X   
  2003/2004 X   
Works 2002/2003   X 
  2003/2004   X 
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Table 9 below indicates that of the 10 departments in the Limpopo Province, 80% 
have submitted reports on finalized financial misconduct cases for the 2002/03 
financial year, and 50% have submitted reports on finalized financial misconduct 
cases for the 2003/04 financial year. 
 
Table 9: Reports received from the Provincial Administration: Limpopo 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture 2002/2003   X 
  2003/2004 X   
Education 2002/2003 X   
  2003/2004  X  
Finance and Economic Development 2002/2003 X   
  2003/2004  X  
Health and Welfare 2002/2003  X  
  2003/2004  X  
Local Government and Housing 2002/2003 X   
  2003/2004 X   
Office of the Premier 2002/2003   X 
  2003/2004  X  
Public Works 2002/2003 X   
  2003/2004   X 
Safety, Security & Liaison 2002/2003   X 
  2003/2004   X 
Sport, Arts and Culture 2002/2003  X  
  2003/2004  X  
Transport 2002/2003 X   
  2003/2004 X   
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Table 10 below reflects that 45% of the departments in the Northern Cape Province 
have submitted reports on finalized financial misconduct cases for the 2002/03 
financial year, and 36% have submitted reports on finalized financial misconduct 
cases for the 2003/04 financial year. 
 
Table 10: Reports received from the Provincial Administration: Northern Cape 
 
Department Financial Year Finalised 

cases reported 
No reports 
submitted 

Nil input 
submitted 

Agriculture, Land Reform,  2002/2003 X   
Environment and Conservation 2003/2004  X  
Economic Affairs and Tourism 2002/2003  X  
  2003/2004  X  
Education 2002/2003  X  
  2003/2004  X  
Finance 2002/2003  X  
  2003/2004  X  
Health 2002/2003  X  
  2003/2004  X  
Housing and Local Government 2002/2003   X 
  2003/2004   X 
Office of the Premier 2002/2003 X   
  2003/2004 X   
Safety and Liaison 2002/2003  X  
  2003/2004   X 
Social Services and Population 
Development 2003/2004  

X  

Sport, Arts and Culture 2002/2003   X 
  2003/2004 X   
Transport, Roads and Public Works 2002/2003  X  
  2003/2004  X  
 
 
2.4 Limitations experienced  
 
As indicated in paragraph 1.2, Treasury Regulations 4.3, read with section 85(1)(a) 
and (e) of the PFMA, require departments to submit a report to the Commission 
containing specified data of financial misconduct proceedings.  
 
Due to the fact that a number of departments did not submit comprehensive reports 
containing the required information to the Commission, a format for reporting was 
furnished to all departments. However, scrutiny of the reports, indicated that 
departments still failed to submit comprehensive information to the Commission. 
Departments did not provide full details relating to the charges and the financial 
misconduct officials are alleged to have committed. In most instances, departments 
would merely indicate that an official has committed fraud or theft. This impeded the 
formulation of informed findings during the analysis of data.  
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CHAPTER 3: STATISTICAL OVERVIEW AND ANALYSIS 
 
 
3.1 Introduction 
 
This chapter presents a statistical overview and analysis of the information as 
captured on the database relating to finalized financial misconduct cases, reported by 
national and provincial departments for the periods ending 31 March 2003 and 31 
March 2004. Where applicable, reference is also made to the information contained in 
the Report on Financial Misconduct for the period ending 31 March 2002. 
 
In view of the fact that Treasury Regulation 4.3 prescribes the type of information that 
has to be provided by national and provincial departments, the analysis made in this 
chapter, is limited to the information as determined in the prescripts. 
 
 
3.2 The number of officials charged with financial misconduct 
 
The total number of reported finalized cases relating to financial misconduct for the 
previous three financial years are as follows: 
 
Table 11: Number of officials charged with financial misconduct per financial year 
 

Financial year Total number of cases 
2001/2002 434 
2002/2003 849 
2003/2004 582 

 
At first glance, there appears to be a substantial increase in the number of reported 
finalized financial misconduct cases during the 2002/2003 financial year. However, the 
above-mentioned statistics are skewed as a result of the fact that in each financial 
year a different number of departments reported on finalized financial misconduct 
cases.  
 
By comparing the number of departments that provided inputs during the previous 
three financial years and the number of cases reported, it was found that there was a 
decrease in the percentage of cases reported in the 2002/2003 financial year. 
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Chart 1: Percentage of cases reported per financial year

 
Table 12 below provides an overview of the number of cases reported at national and 
provincial level for the 2002/03 and 2003/04 financial years. 
 
Table 12: Number of cases at national and provincial level 
 

Financial year National/ProvinceNo of cases  Financial year National/Province No of cases 
National 355  National 181 
Eastern Cape 54  Eastern Cape 181 
Free State 46  Free State 60 
Gauteng 108  Gauteng 16 
KwaZulu-Natal 110  KwaZulu-Natal 55 
Limpopo 26  Limpopo 9 
Mpumalanga 84  Mpumalanga 19 
North West 56  North West 46 
Northern Cape 4  Northern Cape 2 

2002/2003 

Western Cape 6  

2003/2004 

Western Cape 13 
2002/2003 Total   849  2003/2004 Total   582 
 
Again, the accuracy of the above-mentioned statistics are skewed as a result of the 
fact that in each financial year a number of departments did not report on finalized 
financial misconduct cases. 
 
In respect of the national departments, similar to the 2001/2002 financial year, the 
Department of Defence reported the highest number of cases in the 2002/2003 and 
2003/2004 financial years. These cases include officials appointed in terms of the 
South African National Defence Act, 1957 and the Public Service Act, 1994. 
 
 
3.3 Types of financial misconduct reported 
 
In terms of the PFMA, financial misconduct entails any material losses through 
criminal conduct, unauthorized, irregular, fruitless and wasteful expenditure. 
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Departments reported various types of misconduct committed by officials. For 
statistical purposes, the types of financial misconduct reported on by departments 
were categorized as follows: 
 
• Fraud and theft 
• Misappropriation and abuse 
• Gross negligence 
• Fruitless, wasteful and irregular expenditure 
• Corruption 
 
In some instances, departments merely indicated “financial misconduct” as the nature 
of the transgression, without indicating the detail of the cases. 
 
The chart below is an exposition of the types of financial misconduct reported by 
departments during the 2002/2003 and 2003/2004 financial years.  
 

2002/2003 financial year

0%

3%

2%

7%16%

72% Financial misconduct

Corruption

Fruitless, wasteful and
irregular expenditure

Gross negligence

Misappropriation and
abuse

Fraud and theft

 

2003/2004 financial year

0%

1%

3%

11%

12%

73%

 
Chart 2: Types of financial misconduct reported by departments  

 
From the above exposition it is clear that transgressions in the category fraud and 
theft, are commited the most and have increased by 1% from the 2002/2003 to the 
2003/2004 financial year. This increase is disturbing considering the government’s 
efforts in rooting out corruption within the Public Service. 
 
Chart 3 below contains a breakdown of the fraud and theft cases reported per 
province.  
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Chart 3: Analysis of fraud and theft cases
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For the 2002/2003 financial year, the highest number of fraud and theft cases were 
reported by national departments, followed by Gauteng Province, whilst the highest 
number of fraud and theft cases were reported by the Eastern Cape Province, 
followed by national departments during the 2003/2004 financial year. 
 
 
3.4 Levels of officials charged with financial misconduct  
 
In terms of Treasury Regulation 4.3.1, departments are required, in their reports to the 
Commission, to indicate the ranks of the officials that have been charged with financial 
misconduct. Due to the use of different domestic rank designations by departments, 
as well as the fact that employees in the Department of Defence and the SAPS are 
appointed in terms of either the Defence Act, 1957, and the South African Police 
Services Act, 1995, respectively, it was problematic to analyse the information 
provided. Departments were therefore, during the 2002/2003 and 2003/2004 financial 
years requested by the Commission to indicate the salary levels of employees. For the 
2002/2003 financial year, the salary levels of employees were not indicated in 31% of 
the cases, and for the 2003/2004 financial year, the salary levels of employees were 
not indicated in 37% of the cases. The statistics in regard to the salary levels of 
officials, who committed financial misconduct, are therefore not all inclusive.  
 
The chart below illustrates the distribution of financial misconduct cases according to 
salary level. 
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Chart 4: Salary levels of employees charged with financial misconduct
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In terms of salary levels, by far the largest number of financial misconduct cases is 
encountered at the lower salary levels (1 to 8) throughout the three financial years 
indicated in Chart 4 above. Further analysis has shown that employees on salary 
levels 6 have committed the highest number of financial misconduct cases (25%). On 
the other hand, the proportion of senior managers (levels 13 to 15) that have been 
charged with financial misconduct, has increased from 1% in the 2001/2002 financial 
year, to 4% in the following two financial years. 
 
 
3.5 Outcomes of disciplinary cases 
 
The chart below gives an overall impression of the outcome of disciplinary cases per 
financial year for the past three financial years.  
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Chart 5: Outcome of financial misconduct cases
 

 
An analysis of Chart 5 reflects that in all three financial years, in those cases where 
charges were brought against employees, the majority of employees were found guilty 
of financial misconduct. During the 2001/2002 financial year employees were found 
guilty in 95% of the cases, during the 2002/2003 and 2003/2004 financial years, 
employees were found guilty in 82% and 76% of the cases, respectively. As a result of 
the fact that fewer cases against employees were proven in the latter financial year, it 
appears that there is a decline in the number of cases where sufficient evidence was 
presented to support a finding of guilty.  
 
It emerged during the latter two financial years that in 2002/2003, 7% and in 2003/04, 
6% of employees absconded, resigned, retired or passed away, which resulted in 
disciplinary action not taken against them. Although allowing an employee to 
voluntarily resign m  ay help him or her to "save face", this practice may be 
inconsistent with the Government’s commitment to root out corruption, as these 
employees would not take responsibility for their actions. Resigning prior to the 
disciplinary process is finalised will also have the effect that employees will have a 
“clean record”, and the alleged misconduct will therefore not be brought to the 
attention of future employers. 
 
It was disconcerting to note that the National Department of Social Development 
reported one case where the disciplinary case was withdrawn due to the fact that the 
employee, who was on level 13, was promoted to a higher post at the Department of 
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Land Affairs. The financial implication of the fruitless and wastefull expenditure by the 
employee, amounted to R428,226. As the purpose and scope of the Disciplinary Code 
and Procedure for Members of the Senior Management Service are among others, to 
support constructive labour relations in the public service, it is important that the new 
employer be informed of alleged transgressions by officials in order to decide on 
appropriate action. It remains the prerogative of the new employer to decide on the 
action to be taken, but the message that should be conveyed is one that ensures that 
unacceptable conduct is corrected.   
 
 
3.6 Sanctions imposed in cases of financial misconduct 
 
In terms of section 38(1)(h) of the PFMA, the accounting officer of a department, must 
take effective and appropriate disciplinary steps against an employee in the 
department who commits financial misconduct. In the Public Service, disciplinary 
steps are taken against employees in terms of different procedures, depending on the 
legislation in terms of which such an employee is employed, e.g. the Public Service 
Act, 1994, the Police Act, 1995, and the Defence Act, 1957. 
 
Sanctions provided for in terms of the Disciplinary Code and Procedures for the Public 
Service include the following:  
 
(i.) Counselling. 
(ii.) Written warning. 
(iii.) Final written warning 
(iv.) Suspension without pay for a limited period of three months. 
(v.) Demotion. 
(vi.) A combination of the above sanctions. 
(vii.) Dismissal. 
 
In terms of the South African Police Service Regulations, the following sanctions may 
be imposed: 
 
(i.) Counselling. 
(ii.) A warning or reprimand. 
(iii.) A fine not exceeding the amount determined from time to time by the National 

Commissioner which may be recovered by way of deductions from the salary or 
allowances of the employee concerned. 

(iv.) Reduction in salary to a lower notch on the scale applicable to his or her rank for 
a period not exceeding 12 months. 

(v.) Discharge from the Service. 
(vi.) Suspension of any disciplinary sanction provided for in iii, iv or v above, for a 

period not exceeding 12 months on such terms and conditions as the presiding 
officer may deem fit. 
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(vii.) Postponement for a period not exceeding 12 months of the passing of a 
disciplinary sanction provided for in iii, iv or v above, on such terms and 
conditions as the presiding officer may deem fit. 

 
The Department of Defence may impose the following sanctions on members 
employed in terms of the Defence Act, for transgressions committed that relate to 
financial misconduct: 
 
(i.) Imprisonment and cashiering in cases of members in the rank of an officer or 

dismissal. 
(ii.) Discharge with ignominy for ranks below that of an officer. 
(iii.) Detention in the case of a member in any other rank than that of an officer. 
(iv.) Field punishment in the case of a member in any other rank than that of an 

officer. 
(v.) Demotion or reversion of rank. 
(vi.) Reduction in seniority in rank. 
(vii.) Fine not exceeding R6000,00. 
(viii.) Confinement to barracks in the case of a private for a maximum period of 21 

days. 
(ix.) Corrective punishment. 
(x.) Reprimand. 
 
It is evident that there are a number of sanctions, which can be imposed by the chair 
of the disciplinary hearing. Dismissal is undoubtedly the most severe of those 
sanctions. In terms of the concept of progressive discipline, it should always be the 
last resort considered by a chair of a disciplinary hearing, and should only be imposed 
in cases of serious misconduct, which does not warrant progressive discipline. 
 
The chart below is an indication of the type of sanctions applied by departments.  
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Chart 6: Sanctions imposed against employees found guilty of misconduct
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Note: “Combination” as reflected in Chart 6 means those cases where the chair of the disciplinary 
hearing pronounced a combination of sanctions as provided for in clause 7.4(a)(vi) of the Disciplinary 
Code and Procedures. E.g a final written warning and suspension without pay. 
 
In terms of sanctions imposed over the past three financial years, dismissal is the 
most prevalent, followed by final written warnings and written warnings. Statistics 
indicate that at National level the rate of dismissals has increased from 22% in the 
2002/2003 financial year, to 39% in the 2003/2004 financial year, and at Provincial 
level the rate of dismissals has increased from 46% in the 2002/2003 financial year, to 
55% in the 2003/2004 financial year. This trend at both levels of Government indicates 
that departments are serious about sending a message to employees that misconduct 
of this nature is not tolerated. 
 
 
3.7 Consistency in the imposition of punishment 
 
The merits of each case should always be considered by the chairperson of the 
enquiry in terms of the principles of fair and sound labour relations. In this regard the 
Code of Good Practice: Dismissal, Schedule 8 of the Labour Relations Act, 1995 
provides guidelines to be followed in determining whether a disciplinary case was 
dealt with in terms of a fair procedure, and whether the sanction imposed by the 
chairperson of the disciplinary hearing is substantively fair, and suits the 
contravention. Although the Code specifically refers to dismissal as a sanction, the 
principles provided, should be applied uniformly, no matter what the transgression.  
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Some of the principles to be considered by the chairperson of a hearing in order to 
make a substantively fair decision are as follows: 
 
• The gravity of the misconduct, e.g. offences that constitute serious breach of the 

trust relationship between the employer and the employee.  
• The circumstances surrounding the misconduct and the nature of the work 

performed by the employees may also determine the seriousness of the 
contravention. 

• The employee’s length of service, as it may be relevant to the extent that it gives 
rise to a reasonable assumption that the employee should have been aware of the 
seriousness of the offence and the consequences. 

• The employee’s status within the Public Service. 
• Personal circumstances of the employee. 
• The employee’s previous disciplinary record. 
 
As indicated in paragraph 3.3 above, fraud and theft are the most prevalent 
transgressions, which were reported during the 2002/2003 and 2003/2004 financial 
years. In view of the fact that the merits of the cases are not presented to the 
Commission, the Commission is unable to determine the consistent application of 
discipline. Based on the information provided to the Commission, an analysis of 
sanctions imposed in respect of charges relating to fraud and theft, is reflected in 
Chart 7 below.  

Chart 7: Sanctions imposed for fraud and theft
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Note: Combination” as reflected in Chart 7 means those cases where the chair of the disciplinary 

hearing pronounced a combination of sanctions as provided for in clause 7.4(a)(vi) of the 
Disciplinary Code and Procedures. E.g a final written warning and suspension without pay. 

 
The statistics indicate that in the 2002/2003 and 2003/2004 financial years, dismissal 
was imposed as a sanction in 50% of the fraud and theft cases. 
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As indicated above, one of the principles to be considered by the chairperson of a 
hearing in order to come to a substantively fair decision is the employee’s status within 
the public service. In this regard, the employer would normally not expect the same 
degree of responsible behaviour from an ordinary worker as it would from an 
employee in a senior or a supervisory position. Contrary to this principle, in the 
2002/2003 financial year the highest ratio (42%) of employees that were dismissed 
were employed at salary levels 1-8, whereas senior managers were only dismissed in 
33% of the cases. On the other hand, in the 2003/2004 financial year, the highest ratio 
(57%) of employees that were dismissed were employed at salary levels 13 to 15 
(senior management). This is an indication that chairpersons are seriously considering 
the status of the employees within the department, when coming to a decision as to a 
suitable sanction. 
 
 
3.8 Criminal proceedings instituted against officials charged with 

financial misconduct 
 
Treasury Regulation 4.3.1 determines that the accounting officer of the department, 
must advise the executive authority, the Department of Public Service and 
Administration and the Public Service Commission of any criminal charges laid against 
any official in terms of section 86 of the PFMA. Treasury Regulation 4.3.2 determines 
that the outcome of any further action taken against an official such as criminal 
charges or civil proceedings, must be reported to, amongst others, the Commission.  
 
The chart below depicts those cases where criminal proceedings were instituted 
against employees charged with financial misconduct during the past three financial 
years. 

2001/2002 financial year

79%

21%

2002/2003 financial year

67%
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Chart 8: Criminal proceedings instituted against employees charged with financial misconduct 
 
There has been a substantial increase (33%) in the 2003/2004 financial year in 
respect of criminal cases being instituted against employees for financial misconduct. 
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During the past two financial years, the South African Police Service was the 
department that instituted the most criminal cases against its employees.  
 
 
3.9 Cost of financial misconduct  
 
Not all departments indicated the cost of financial misconduct in the reports submitted 
to the Commission. In the 2002/2003 financial year, the cost of financial misconduct 
was indicated in 44% of the reported cases, and in the 2003/2004 financial year, the 
cost of financial misconduct was indicated in 60% of the cases. 
 
The total cost emanating from unauthorized, irregular and fruitless and wasteful 
expenditure and losses resulting from criminal conduct reported by departments and 
provinces from the 2001/2002 to the 2003/2004 financial years is reflected in table 13 
below. 
 
Table 13: Total financial cost reported 
 
Financial year Financial cost 
2001/2002 R4 176 757.20
2002/2003 R331 213 430.16
2003/2004 R20 351 101.88
 
Financial misconduct by any employee, results in material or financial detriment to the 
State. Financial misconduct also causes detriment to the State as a whole and the 
government of the day’s ability to advance its mission of service delivery. Statistics 
indicate that although the cost of financial misconduct was only indicated in 44% of the 
reported cases for the 2002/2003 financial year, the financial loss to the State was 
exceptionally high. This is ascribed to two cases involving amounts of R220 000 
000.00 (Two hundred and twenty Million Rand) and R92 690 000 (Ninety two Million 
six hundred and ninety Thousand Rand), respectively. The Department of Public 
Works, Roads and Transport in Mpumalanga reported the first case. The whole 
amount was recovered, plus legal costs of R31 609.00, and the accused was 
sentenced to five years imprisonment by a court of law. The second case was 
reported by the Department of Social Development, and involved four employees that 
were found guilty of irregular transfer of funds. The whole amount was recovered. 
 
The table below is a summary of the financial loss as reported by the departments for 
the periods ending 31 March 2003 and 31 March 2004:  
 
Table 14: Breakdown of total financial cost reported per national department/province 
 
National Department/Province 2002/2003 financial year 2003/2004 financial year
Communications 10 122.00 17 289.49
Defence 1 632 514.66 2 693 635.26
Education 5 437 440.40 0
Environmental Affairs and Tourism 386 997.00 0
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National Department/Province 2002/2003 financial year 2003/2004 financial year
Home Affairs 602 255.00 423 869.50
Justice and Constitutional Development 162 610.00 23 960.00
Minerals and Energy 131 854.67 2 070.00
Provincial and Local Government 500.00 0
Public Service and Administration 0 99 469.67
Public Service Commission 0 14 314.12
Science and Technology 0 2 200.00
Social Development 93 118 226.61 0
South African Police Service 382 863.03 105 387.57
Statistics South Africa 6 625.17 0
Transport 5 121.41 0
Water Affairs and Forestry 30 126.00 0
Eastern Cape 117 860.75 4 985 208.92
Free State 821 572.25 891 045.69
Gauteng 400 854.91 11 460.12
KwaZulu-Natal 2 039 134.90 1 004 719.79
Limpopo 3 862 281.04 6 906 738.62
Mpumalanga 220 411 113.90 327 399.22
North West 1 527 842.06 2 573 816.34
Northern Cape 47 000.00 3 434.00
Western Cape 78 514.85 265 083.57
Total 331 213 430.61 20 351 101.88

 
Even though not all departments indicated the cost of financial misconduct to the 
state, it is clear that the impact of financial misconduct is substantial.  
 
 
3.10 Sample of financial misconduct cases reported on in annual 

reports vs reports received from departments 
 
Section 40(1)(d)(i) of the PFMA, determines that the accounting officer for a 
department must submit within five months of the end of a financial year, an annual 
report on the activities of the department, to the relevant treasury and the executing 
authority responsible for the department. In terms of the Guidelines for Annual 
Reporting as provided for by National Treasury, an annual report of a department, 
should, amongst others, indicate the disciplinary steps taken against employees, for, 
amongst others, unauthorized, irregular and fruitless and wasteful expenditure.  
 
The Commission sampled some annual reports of departments for the 2002/03 and 
2003/04 financial years. The intention was to determine whether any of the 
Departments that did not submit reports on financial misconduct or submitted nil 
inputs, reported any disciplinary cases relating to financial misconduct, in their annual 
reports. Although the information provided in most annual reports is insufficient to 
determine whether these cases are indeed financial misconduct cases, those cases 
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that may involve the undermining of the financial management or control systems of 
the department have been identified in table 15 below. 
 
Table 15: Disciplinary cases reported on in annual reports pertaining to undermining the financial 

management or control systems of departments 
 

Financial 
year Department 

Reporting to 
the 

Commission

No of cases 
reported in 

Annual Report 
Type of misconduct reflected in 

the Annual Report 

2002/2003 Independent Complaints 
Directorate 

Nil input 5 Misappropriates or misuses any 
public property 

 Public Enterprises Nil input 1 Fraud 
 Agriculture, Eastern Cape Nil input 3 

2 
Financial mismanagement 
Fraud cases 

 Health, Western Cape Nil input 4 
 

4 

Willfully or negligently 
mismanages the finances of the 
State 
Theft, bribes and commit fraud 

 Correctional Services No response 145 Dishonesty 
 Social Development, 

Eastern Cape 
No response 32 

3 
4 

Fraud & Theft 
Theft 
Fraud 

 Health No response 1 
2 

Mismanagement of funds 
Theft 

2003/2004 Agriculture Nil input 3 Theft 
 Education Nil input 1 Fraud 
 Health, Western Cape Nil input 5 

 
5 

Willfully or negligently 
mismanages finances of the state
Steals, bribes or commits fraud 

 Foreign Affairs No response 1 
2 

Unauthorised expenditure 
Theft 

 Correctional Services No response 213 Dishonesty 
 Foreign Affairs No response 1 

2 
Unauthorised expenditure 
Theft 

 Social Development, 
Eastern Cape 

No response 22 
6 

Fraud & Theft 
Misappropriation 

 
An analysis of Table 16 above indicates that in many instances those departments 
that submitted a nil report or did not report finalised financial misconduct cases to the 
Commission, reported on cases relating to fraud, theft and financial mismanagement 
in their Annual Reports. These cases should have been reported to the Commission in 
terms of the Treasury Regulations. 
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CHAPTER 4: OBSERVATIONS AND RECOMMENDATIONS 
 
4.1 Introduction 
 
Chapter 3 of the report contains a detailed analysis and findings in respect of the 
information provided by various departments. This chapter contains some 
observations that have been made, emanating from the analysis and findings, as well 
as recommendations where applicable. 
 
 
4.2 Inaccuracy in respect of information provided 
 
In the Report on Financial Misconduct for the 2001/2002 financial year, it was found 
that departments submitted incomplete information to the Commission. Even though 
the information that must be furnished to the Commission is restricted to certain 
defined areas prescribed in the Treasury Regulations, it was recommended in the said 
report that a format in terms of which departments should report financial misconduct 
cases to the Commission be circulated to departments in order to ensure the integrity 
of data. To this end, a reporting format was developed and circulated to departments 
during April 2004. 
 
Despite the efforts of the Commission to ensure that departments are able to report 
finalised financial misconduct cases to the Commission, it appears that some 
Departments are indifferent to accurate reporting. This observation is based on the 
fact that the following departments reported disciplinary cases pertaining to the 
undermining of the financial management or control systems of departments in their 
annual reports, but submitted a nil report to the Commission: 
 
(i) Independent Complaints Directorate. 
(ii) Public Enterprises. 
(iii) Agriculture. 
(iv) Education. 
(v) Agriculture, Eastern Cape. 
(vi) Health, Western Cape. 
 
In other cases, information provided for the 2002/2003 and 2003/2004 financial years 
was incomplete or inaccurate, even though departments had the reporting format at 
Annexure A at their disposal. The rank or salary levels of the employees, and an 
indication whether further action, including criminal or civil proceedings was taken, 
was in many instances not indicated. Furthermore, some departments reported on 
alcohol abuse, absenteeism and insubordination cases, which do not in any way relate 
to the definition of financial misconduct as contained in the PFMA. 
 
These short-comings could be ascribed to poor record keeping, which has resulted in 
an inability on the part of departments to provide accurate and reliable data/statistics 
on finalized cases. On the other hand, the inaccuracy of data can also be ascribed to 
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the fact that the reporting requirement stated in the Treasury Regulations are not 
taken seriously by Accounting Officers.  
 
Recommendation 
 
The lack of accurate record keeping can be circumvented if departments strictly 
comply with the provisions of the Treasury Regulations, which stipulate that the 
accounting officer must, as soon as the disciplinary proceedings are completed, 
report to the Public Service Commission on the outcome. Furthermore, the PERSAL 
system, provides a function for capturing of information on disciplinary cases (function 
4.12). This function, among others, provides for the following information on 
Disciplinary Enquiries: 
 
• Type of misconduct (Departmental/Criminal) 
• Date of the offence 
• Finding of the chairperson 
• Sanction imposed 
 
If PERSAL is utilized optimally, departments should not experience problems in the 
provision of information on finalized financial misconduct cases to the Commission. 
The Commission again recommends that departments report finalized financial 
misconduct cases as per the reporting format. 
 
Furthermore, in the interest of effective public administration and good governance, 
the Commission will identify Departments that submit inaccurate reports on finalized 
financial misconduct cases in its Reports on Financial Misconduct and will also inform 
executing authorities accordingly.  
 
 
4.3 Erroneous information on financial cost and recovery of debt 
 
Treasury Regulation 4.3, determines that the accounting officer must, amongst others, 
report on the charges, indicating the financial misconduct the official is alleged to have 
committed. This has resulted in some departments indicating the amount involved in 
the financial misconduct committed. However, as the reporting of the amount involved 
in the financial misconduct is not a prerequisite, the total cost of financial misconduct 
reflected in this report cannot be regarded as inclusive of the total cost of financial 
misconduct. 
 
Furthermore, in terms of section 38(c)(i) of the Public Finance Management Act, 1999, 
the accounting officer for a department must take effective steps to collect all money 
due to the department. 
 
In terms of Treasury Regulation Part 5, paragraph 12.5.1, when it appears that the 
state has suffered losses or damages through criminal acts or possible criminal acts or 
omissions, the matter must be reported, in writing, to the accounting officer and the 
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South African Police Service. If liability can be determined, the accounting officer must 
recover the value of the loss or damage from the person responsible. Paragraph 
12.7.1 furthermore states that losses and damages suffered by an institution because 
of an act committed or omitted by an official, must be recovered from such an official if 
that official is liable in law. 
 
In paragraph 3.8 of this report, information is provided in respect of the financial cost 
of financial misconduct. In some instances departments indicated whether the losses 
or damages suffered through criminal acts or possible criminal acts or omissions were 
recovered from officials. However, as it is not a reporting requirement that this 
information should be reported to the Commission, not all departments reported this 
aspect to the Commission.  
 
Recommendation 
 
In order to obtain a comprehensive picture of the impact of financial misconduct on the 
Public Service, it is recommended that National Treasury considers amending the 
Treasury Regulations to include the cost of financial misconduct, as well as an 
indication of the amount recovered in the list of information that should be reported on. 
 
 
4.4 Impact of the Prevention and Combating of Corrupt Activities 

Act, 2004 
 
Treasury Regulation 12.5, determines that in cases where it appears that the state has 
suffered losses or damages through criminal acts or possible criminal acts, the matter 
must be reported, in writing, to the Accounting Officer and the South African Police 
Service. It further determines that, whether or not the person is still in the employ of 
the state, the accounting officer must recover the value of the loss or damage from the 
person responsible. 
 
Of the 849 cases reported for the 2002/2003 financial year, 28 cases involved 
amounts over R100 000, and criminal action was taken in 12 of these cases. In the 
2003/2004 financial year, of the 582 cases, 20 cases involved amounts over R100 000 
and criminal action was taken in 5 cases. 
 
The new Prevention and Combating of Corrupt Activities Act, which came into 
operation on 27 April 2004, has at its heart the combat of corrupt activities that 
threaten the credibility of government. Sub-section 34(1) of the Act, specifically 
provides for the reporting of offences of theft, fraud, extortion, forgery or uttering of a 
forged document involving an amount of R100 000 or more to the South African Police 
Service. Section 34 of the Act, expresses a zero tolerance approach to corruption and 
corrupt activities and reflects the determination of the legislature to stamp out 
corruption in both public and private sectors. 
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Subsection 34(2) of the Act, which determines that any person who fails to comply 
with subsection 34(1) is guilty of an offence, came into operation on 31 July 2004. 
Accounting Officers will therefore have to comply with the provisions of the Prevention 
and Combating of Corrupt Activities Act, 2004, by reporting cases involving an amount 
of R100 000 or more to the South African Police Service. 
 
It is foreseen that the impact of the application of the Prevention and Combating of 
Corrupt Activities Act will be more visible in the 2004/2005 financial year as 
departments will be compelled to report such cases to the SAPS and inform, amongst 
others, the Commission of the outcome.  
 
Recommendation 
 
Accounting Officers should institute strict measures to ensure that cases where the 
state has suffered losses or damages as a result of financial misconduct, are reported 
to the South African Police Service. The Commission will remind Accounting Officers 
to report on measures taken to ensure that such cases are reported.  
 
 
4.5 Inconsistency in the application of discipline 
 
Despite the Government’s efforts to root out corruption within the Public Service, the 
picture remains discouraging, as the most prevalent transgressions reported to the 
Commission, are fraud and theft. More disturbing is the fact that dismissal as a 
sanction was only imposed in 50% of the cases.  
 
Although the Commission is not informed of the merits of each case in order to 
determine the consistency in the application of discipline, it is clear that serious 
misconduct such as fraud and theft is in 50% of the cases, not allocated the most 
serious sanction available to the employer, namely dismissal. The courts have laid 
down principles that should be considered by a chairperson during a disciplinary 
hearing when making a decision as to the application of discipline. In De Beers 
Consolidated Mines Ltd v CCMA & others [2000] 9 BLLR 995 (LAC), the court 
indicated that the dishonest conduct of an employee threatens the survival of the 
entire enterprise because, if such conduct is condoned, it can be repeated with 
relative impunity by other employees at least once. The general view of the court is 
that any act of theft/fraud constitutes gross dishonesty, irrespective of the amount 
involved, provided that the employee was aware of the fact that his/her act amounted 
to theft.  
 
In deciding on a suitable sanction, it is imperative that serious misconduct such as 
theft and fraud be treated consistently. The view of the court is that mitigating factors 
such as long service, do not reduce the gravity of the misconduct or service to avoid 
the appropriate sanction for it. In fact, dismissal is regarded as a sensible operational 
response to risk management in the particular department.  
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However, prevention is always regarded as better than a cure. A solid management 
practice is widely recognized as the first line of defense against serious transgressions 
such as fraud and theft.  
 
Recommendation 
 
The accountability and capacity of managers to manage discipline must be improved 
through encouraging managers to act severely against transgressors. It is therefore 
recommended that accounting officers ensure that the management of discipline is 
included in the performance agreements of managers.  
 
 
CHAPTER 5: CONCLUSION 
 
Although corruption is deeply embedded in the structure of the public service, 
experience shows that concerted efforts by government and civil society can curb the 
growth of corrupt influences. The fight against corruption, which is a top priority of 
government, is a long-term undertaking. Legislation such as the PFMA and the 
Prevention and Combating of Corrupt Activities Act, 2004, clearly intend to break the 
system of impunity and create an effective system for detecting and punishing corrupt 
practices. Departments are encouraged to implement preventative measures that 
address the root causes of corruption, by imposing administrative discipline for 
financial misconduct and creating civil liability for public officials whose misconduct 
results in financial detriment to the state.  
 
We live in an age in which financial reporting and related activities are certain to 
receive greater scrutiny by regulatory bodies. In such an environment, departments 
will be expected and required to demonstrate more control and supervision of matters 
relating to financial reporting.  Through the analysis of the information provided by 
departments in relation to financial misconduct, the Commission made observations 
around the inaccuracy in respect of the information provided by accounting officers, 
the need for information on the cost of financial misconduct on the Public Service, and 
the necessity for consistency in the application of discipline. Recommendations are 
therefore made in an attempt to improve the quality of information provided by 
departments and to ultimately enhance the analysis of information and to obtain a 
more comprehensive picture of the impact of financial misconduct on the Public 
Service. It is also envisaged that the impact of the application of the Prevention of 
Combating of Corrupt Activities Act, 2004, will be more apparent during the analysis of 
the information provided by departments in respect of the 2004/2005 financial year. 
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ANNEXURE A: PRO-FORMA REPORTING FORMAT 
 

FORMAT FOR REPORTING ON FINANCIAL MISCONDUCT  

NAME RANK SALARY 
LEVEL 

CHARGES 
PREFERRED 
AGAINST 
EMPLOYEE 

FINDINGS OF 
DISCIPLINARY 
ENQUIRY 

SANCTION 
IMPOSED  

APPEAL LODGED FURTHER 
ACTION TAKEN 
AGAINST 
EMPLOYEE 

AMOUNT 
INVOLVED 

RECOVERY 
OF LOSS 

Financial year: E.g. 2002/2003 
Example:   
Mr B White 

 
Administration 
Clerk 

 
5 

 
Fruitless, wasteful 
and irregular 
expenditure to the 
amount of R190 
000 

 
Guilty. 

 
Dismissal 

 
The employee 
lodged an appeal 
with the Executing 
Authority who 
confirmed the 
outcome of the 
disciplinary 
proceedings. 

 
Criminal action 
was instituted 
against the 
employee on 24 
May 2004.  

 
R 190 000 

 
The amount 
of R190 
000,00 
recovered 

   
Financial year: E.g. 2003/2004 

   
 


