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Legislative Mandate

 Constitution Section 217

 PFMA (Sections 38 & 45)

 MFMA (Section 62)

 Treasury Regulations

 ISO 31000 – International standard for risk management.

 COSO ERM Framework – Risk integration with performance.

 Public Sector Risk Management Framework,

 King IV Report on corporate governance

 SCM Compliance Checklists — when used with internal control reviews, 

not alone.



Introduction

A Call from AGSA to Go Beyond Compliance

“It is critical that public entities move beyond mere compliance and 

focus on building strong control environments that support effective 

risk management and good governance.”

— Auditor-General South Africa, PFMA 2022/23 General Report



Introduction
AGSA Findings – PFMA (2023/24)

National & Provincial Departments + Public Entities

Non-Compliance on Procurement & Contract Management

 79% of departments had SCM-related findings.

 52% of public entities had SCM-related findings.

 24% of high-impact auditees had material SCM failures.

Persistent Risks: 

 Procurement and contract Management  is still the most vulnerable 
area

 Fraud risk, Financial losses, Weak consequence management

 Long-Term Weaknesses: Same issues reported over multiple years. 
Improvements remain limited and inconsistent.



Introduction 
AGSA Findings – MFMA (2023/24)

Municipalities: Supply Chain & Contract Management Risks

Inadequate Contract Management is Widespread

 52% of municipalities (128 out of 257) have inadequate contract 

management

Top issues: 

 36% Lack of contract performance measures and monitoring.

 16% amended or extended contracts without proper approval.

 11% of municipalities had contract deficiencies.

• Unsigned contracts

• Contracts not aligned with National Treasury rules

• Mismatch between tender specs and contract deliverables



Risk Management Concepts

“Risk is the uncertainty of an event 

occurring that could have an impact 
on the achievement of objectives.”

Risk management is a systematic process of 

identifying, assessing, and mitigating risks that 

could hinder the achievement of objectives.



Risk Management Process

Strategic Process

Strategic Process
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Establishing the context:
What to take into account? What are our 

objectives?

Risk Assessment

Identify the risk:
What might happen? How? 

When, and why?

Analyse the risk:
What this will mean for our 

objectives?

Evaluate the risk:
Which risks need treating and 

our priority for attention?

Treat the risk:
How should we best deal with them?
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Recording and Reporting

Commit and Mandate

• Policy Statements
• Standards
• Guidelines
• IRM Plans
• Assurance Plans

Communicate and Train

• Stakeholder analysis
• Training needs analysis
• Communication strategy
• Training strategy
• IRM Network

Review and Improve

• Control assurance
• RM plan progress
• RM maturity evaluation
• RM KPIs
• Benchmarking
• Governance reporting

Structure & Accountability

• Board
• Audit, Finance and Risk 

Committee
• Corporate Risk 

Committee
• Senior Manager: IRM
• Risk Champions
• Risk and Response 

Owners
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Understanding Risks in Public 

Sector SCM
Risk Category Examples Linked Issues / Potential Impacts

Strategic

Political interference, 

Poor planning & Contract Management, 

Lack of supplier development

Project Redundant 

Project delays or cancellations

Inefficient resource allocation

Increased costs

Loss of stakeholder confidence

Policy inconsistency

Operational

Late deliveries

Poor inventory management

Goods/service quality issues, Incomplete 

infrastructure projects

Unqualified suppliers 

Inefficiencies in the operating system 

Contract failures

Service delivery disruption

Increased operational costs

Reduced public satisfaction

Fraud & 

Corruption

Bid Rigging

Collusion, 

Inflated pricing (Kickbacks)

Ghost delivery

Financial losses

Legal penalties

Loss of public trust

Prosecution of officials

Increased oversight requirements

Reputational
Media exposes

AG findings 

Public backlash

Reduced funding or partnerships

Decline in employee morale

Negative media attention

Legal & 

Regulatory
Non-compliance with PFMA/MFMA, PPPFA, 

and B-BBEE.

Irregular/wasteful expenditure

Fines and sanctions

Litigation risk

Delays in funding approvals

Auditor qualifications



Understanding Risks in Public 

Sector SCM

Internal Risks External Risks

Poor planning & forecasting Supplier failure or default

Fraud, corruption, collusion Market price volatility

Skills or capacity gaps Policy/legislative changes 

Non-compliance with SCM rules Pandemics/Natural disasters

Poor contract management Political interference

Inadequate inventory or asset management Media exposés / Public backlash

Failure to conduct proper risk assessments Auditor-General findings

Awarding contracts to unqualified suppliers Economic downturn or inflation

Incomplete infrastructure due to internal delays Regulatory changes impacting B-BBEE or PPPFA

Lack of supplier development (internally driven) Delivery delays caused by third parties



Public Sector Supply Chain 

Overview



Compliance



Compliance-Only Thinking

Compliance means adhering to rules, laws, and 

regulations.

Focuses on forms, not functionality.

Ignores root causes like skills gaps or lack of 

ownership.

Limits innovation and flexibility.

Doesn't prevent recurring audit findings.



Beyond Compliance



Beyond Compliance in Action

Verifying Financial Stability

 The three-quote system was followed. 

 Procurement rules were technically met. 

 But the project still failed – why?

 Because the appointed service provider was not financially stable enough to 

deliver. 

 As a result, the process had to be restarted, delaying service delivery and 

causing reputational risk.

💡 Lesson:

 Compliance ≠ Risk Mitigation.

 Going beyond compliance would have meant verifying the financial health of the 

service provider before the appointment 

 Checking bank and work experience references, outstanding litigation, or 

 Even conducting supplier due diligence.



Compliance-Only vs Beyond 

Compliance

Compliance-Only Beyond Compliance

Follow 3-quote rule for procurement

Verify supplier capacity and past 

performance, with a feedback loop 

established between SCM and the end 

user

Appoint bid committee members

Ensure they are trained, ethical, not 

conflicted, and properly vetted in terms 

of experience and financial clearance

Check asset register

Physically verify the condition of assets 

and usage

Respond to AG findings
Build internal controls to prevent future 

findings and test them for effectiveness



A Strategic Risk Approach: 

5 Pillars
Pillar Key Actions & Practices

1. Integrated Planning

• Align demand plans with risk registers  
• Flag high risk projects early (SCM, finance, project teams)  
• Do not approve plans without mitigation strategies

2. Capacity Building

• Train officials in risk literacy, not just SCM rules 
• Appoint SCM risk champions  
• Promote a predictive, not reactive, risk culture

3. Technology & Data Use

• Use ERP systems and dashboards to monitor supplier 
performance  

• Trigger alerts for late or high-risk suppliers  
• Use GIS for material tracking

4. Ethical Culture & Oversight

• Promote ethics as daily decision making  
• Enforce real whistle-blower protection  
• Empower internal audit and audit committees to act

5. Partnerships & Collaboration

• Monthly risk forums across finance, SCM, and internal audit 
• Collaborate with National Treasury, AGSA, SALGA, and civil 

society  
• Peer learning and provincial support



AGSA PFMA 2023/24 Report



AGSA PFMA 2023/24 Report



AGSA PFMA 2023/24 Report



AGSA PFMA 2023/24 Report



AGSA MFMA 2023/24 Report



AGSA MFMA 2023/24 Report



AGSA MFMA 2023/24 Report



Mitigation Strategy



Conclusion

 Compliance is only the foundation; real protection lies in risk-based thinking.

 Public sector SCM must evolve from reactive to proactive.

 Risk management is everyone’s responsibility, not just Risk & internal Audit 

Units.

 Practical steps like supplier due diligence, financial checks, and contract 

oversight go a long way.

 Clean audits begin with well-manxzsdcaged risks

Let’s move from ticking boxes to making an impact, one 
informed decision at a time




