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1. PURPOSE  

 

To report to Council on Municipal Public Accounts Committee’s (MPAC’s) 

consideration of the Annual Report, Inclusive of Annual Financial Statements (AFS) 

for the 2020/21 financial year and the A-G Report.   

 

2. EXECUTIVE SUMMARY  

 

The Annual Report, Inclusive of Annual Financial Statements (AFS) for the 2020/21 

financial year and the A-G Report, is the final draft of the annual report including the 

Auditor-General’s report after the Unaudited Annual Report was dealt with by the end 

of December 2021. On January 27, 2022, Council referred this report to the MPAC for 

consideration and reporting in accordance with Rule 135 of the Standing Orders By-

Laws.  The Committee firstly convened on February 11, 2022 to consider the item.  In 

this meeting, the Committee considered the item and formulated questions to be 

answered by the departments and entities.  

This meeting was followed by public hearings on the 15th, 18th of February 2022 and 

the 4th of March 2022. The Committee convened once more to complete its hearings 

with the departments, which, hitherto, did not manage to appear before the Committee 

on the 7th of March 2022. The Committee deliberated on and adopted this MPAC 

oversight report, including the recommendations to be adopted by the Council, on the 

18th of March 2022. 

Based on their five (5) standard questions, the Committee interrogated the details of 

each unauthorised, irregular, fruitful and wasteful (UIFW) expenditure incident stated 

in explanatory note 49 of the Annual Financial Statements and the Auditor General’s 

(A-G’s) report. The Committee conduct the interrogation to establish status of the 

cases in terms of accountability, and what corrective measures the affected 

departments in collaboration with other departments of the City, have instituted, where 

applicable.  

In this period, the Committee noted that certain incurred incidents were disclosed albeit 

they had been dealt with in the previous year. As such, these amounts do not form part 

of this report. In other cases, the Committee dealt with different amount stated in the 

AFS explanatory note 49.  

The Committee notes that there were thirteen (13) Unauthorised, Irregular, Fruitless 

and Wasteful (UIFW) matters amounting to R 224 311 218,16 during the financial year 
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under review. These incidents involve four (4) departments, and the three (3) entities 

as follows: 

 Health and Social Development Department – R16 305 

 Department of Energy – R 79 625 

 Real Estates Department – R217 257 243 

 Department of Finance – R2 280 305 

 Ekurhuleni Water Care Company - R 77 836,16 

 Ekurhuleni Housing Company – R4 577 844 

 Brakpan Bus Company – R 22 060 

Out of the thirteen (13) Unauthorised Irregular Fruitless and Wasteful (UIFWs) 

expenditure incidents amounting to R224 311 218 considered, the Committee would 

like to WRITE OFF an expenditure in five (5) incidents amounting to a total of                                

R 4 681 071,14. The Committee referred an incident amounting to R179 550 to the 

Internal Audit Department for INVESTIGATION. The Committee also referred six 

incidents worth R2 280 305 and four amounting to R1 764 174.50 to South African 

Police Services (SAPS)/HAWKS for RECOVERY and INVESTIGATION respectively. 

Moreover, the Committee is awaiting IA (Internal Audit) investigation report that would 

enable it to consider an incident amounting to R 217 257 243.    

3. BACKGROUND 

 

As presented earlier in this report, Council referred the Annual Report, Inclusive of 

Annual Financial Statements (AFS) for the 2020/21 financial year and the A-G Report 

to MPAC for oversight. The Supply Chain Management Policy (SCMP) of the City of 

Ekurhuleni (CoE) guides the Committee’s oversight process, which seeks to promote 

fair, equitable, transparent competitive and cost-effective process and section 32 (1) 

and (2) of the MFMA discussed below. Section 32 (1) states as follows: 

1) Without limiting liability in terms of the common law or other legislation: -  

a) A political office-bearer of a municipality is liable for unauthorised 

expenditure if that office bearer knowingly or after having been advised by the 

accounting officer of the municipality that the expenditure is likely to result in 

unauthorised expenditure, instructed an official of the municipality to incur the 

expenditure; 

b) The accounting officer is liable for unauthorised expenditure deliberately or 

negligently incurred by the accounting officer, subject to subsection (3); 

c) Any political office bearer or official of a municipality who deliberately or 

negligently committed, made or authorised an irregular expenditure, is liable 

for that expenditure; or  
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d) Any political office-bearer or official of a municipality who deliberately or 

negligently made or authorised a fruitless and wasteful expenditure is liable for 

that expenditure 

 

As per Circular 63, read together with section 127 to 129 of the Municipal Finance 

Management Act (MFMA) (no. 56 of 2003), the Unaudited Annual Report, Inclusive of 

Draft Annual Financial Statements, must be submitted to Council within two months 

after the end of the financial year, i.e., in August, for oversight by Council. After 7 

months, i.e., by the end of January of each year, the final Annual Report, together with 

the A-G’s report, must be tabled in Council and the MPAC must make its final 

pronouncement on the financial statements in conclusion of the oversight process of 

Council.  

According to section 129 (1) of the MFMA (no. 56 of 2003), the oversight report must 

include whether Council approves, rejects or refers the AR back. This is discussed in 

ITEM MPAC (01-2020(a), which must be read together with the current report. In 

addition, the Committee must pronounce itself in accordance with section 32 (2) which 

states that: 

2) A municipality must recover unauthorised, irregular or fruitless and wasteful 

expenditure from the person liable for that expenditure unless the expenditure – 

a. in case of unauthorised expenditure is –  

i. authorised in an adjustment budget; or 

ii. certified by the municipal council, after investigation by a council committee, 

as irrecoverable and written off by the council; and 

b) in case of irregular or fruitless and wasteful expenditure, is, after 

investigation by a council committee, certified by the council as irrecoverable 

and written off by the council. 

The Committee must notify and recommend to Council on cases it managed to recover 

expenditure and close cases. The Committee is also expected to recommend to 

Council to write-off unauthorised, irregular or fruitless and wasteful expenditure that 

the City would be unable to recover.  

4. KEY DELIBERATIONS 

 

In its deliberations over the report, the Committee focused on note 49: Unauthorised, 

Irregular, and Fruitless and Wasteful Expenditure. On this note, the Committee notes 

that there was a closing balance of R2 177 092 243 in irregular expenditure, R151 117 

197 in fruitless and wasteful expenditure, and zero balance for unauthorised 

expenditure by the end of the 2020/21 financial year. In other words, the group 
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accounts for a total of R2 328 209 440 in Unauthorised, Irregular, and Fruitless and 

Wasteful Expenditure in the 2020/21 Annual Financial Statements.   

With regards to the irregular expenditure balance of R 2 177 092 243, the Committee 

notes that there was an opening balance of R 2 429 928 412, which means there was 

a decrease of R 252 836 169 in irregular expenditure in comparison with the previous 

(2019/20) financial year. A total amount of R 289 955 710 (R 5 536 481 for the 2020/21 

F/Y +   R 284 419 229 for the prior year) in irregular expenditure was identified during 

the year under review. A total amount of R 542 791 879 (R 542 066 928 irrecoverable 

+ R 724,951 recovered) was written off by the end of the 2019/20 financial year.  

Meanwhile, the opening balance in fruitless and wasteful expenditure was                          

R 155 455 545.  A total amount of R 779,632 was incurred during the 2019/20 financial 

year. A total amount of R 5 117 980) was recovered by the end of 2020/21 financial 

year.  

The MPAC commends the City of Ekurhuleni (CoE) for achieving an overall clean audit 

opinion from the A-G. A clean audit outcome occurs when submitted financial 

statements are free from material misstatements (in other words, a financially 

unqualified audit opinion), and there are no material findings on reporting on 

performance objectives and non-compliance with legislation.   

Further the Committee notes and appreciates the assurance provided by the Internal 

Audit Department on matters related with the UIFW expenditures incurred by the 

municipality. The Committee continues to encourage the City’s entities to strive for the 

achievement of a clean audit opinion from the A-G. As per the A-G’s prescriptions, a 

clean audit outcome is understood by the Committee to mean the municipality and its 

entities has (1) unqualified opinion on its financial statements, (2) it does not have 

findings on its pre-determined objectives, and (3) compliance with laws and 

regulations. Further, there must not be dishonest deficiencies on its internal controls.  

4.1.  Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

4.1.1. Department of Health and Social Development  

The Health and Social Development Department accounts for one (1) incident of 

irregular expenditure amounting to R14 217, in which the IA investigation found the 

total amount to be R16 350. The department requested an investigation regarding the 

fraudulent requisitions in respect of the request for quotation (RFQ) process. An official 

irregularly used written quotations to clean offices, carpets and chairs while there is a 

Real Estate Department tender – contract ARE 06-2019 -  in place for the appointment 

of service providers to render cleaning and hygiene services. As such, the official failed 

to use the tender that would have incurred less costs as the tender was already 
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charging determined rates. The cleaning costs through the tender would have 

amounted to R 3 330.98 instead of the R16 350 quoted by the supplier.  

The payment thereof is classified irregular expenditure and would have been avoided 

had reasonable care been exercised in that the tender had charging rates that are 

determined and the cleaning costs would have cost less. The official was also found 

to have contravened Schedule 2, section 2 of the Municipal Systems Act 32 of 2000, 

which provides that staff member of a municipality must at all times- 

a. loyally execute the Iawful policies of the municipal council; 

b. perform the functions of office in good faith, diligently, honestly and in a 

transparent manner; 

c. act in such a way that the spirit, purport and objects of section 50 are 

promoted; 

d. act in the best interest of the municipality and in such a way that the 

credibility and integrity of the municipality are not compromised; and 

e. act impartially and treat all people, including other staff members, equally 

without favour or prejudice 

 

The Committee noted that IA recommends that the department institute disciplinary 

actions against the official and requests that the department furnish quarterly reports 

regarding the progress. Therefore, Committee recommends that the amount of R 

12 974.02 be recovered from the official and the amount of R 3 330.98 be written 

off. The amount of R12 974, 02 to be recovered is the difference between the tender 

and the quotation rates.  

4.1.2. Department of Energy 

The Energy Department incurred a fruitless and wasteful expenditure of R79 625.00. 

The IA Department received an allegation through the anonymous tip-off through the 

CoE Fraud Hotline regarding money laundering taking place at the Energy Department 

in Kempton Park municipality offices. The following allegations were made against an 

official;  

The official was alleged to be depositing large sums of money, approximately 

R100 000, into her brother in-law’s bank account on a monthly basis, which is then 

withdrawn and deposited into the official’s account. It was further alleged that the 

official and other colleagues created false companies and registered them onto the 

CoE’s database in order to transfer money under false procurement. 

In terms of the allegations, the IA investigation found that, firstly, the official confirmed 

that she was related to the service provider, as the service provider was engaged to 

the official’s sister. Secondly, it was found that the brother-in-law is a director in the 



CITY OF EKURHULENI METROPOLITAN MUNICIPALITY 

ORDINARY COUNCIL MEETING 

2022-03-31 

 A-F MPAC (01(b)-2022) 

 

   
 

service provider company and that the company was registered on Venus, the financial 

system of CoE and was allocated a supplier number. The official would source 

quotations from different service providers but ultimately choose the quotation of the 

service provider where the brother-in-law is a director.  Contrary to the allegation, it 

was found that the payments made to the service provider were less than R100 000, 

i.e., R79 625.   

The Committee notes that the official, on her own accord during an interview, informed 

the auditors that the allegation of being related was indeed correct. It was also 

confirmed that the official saved quotations on a memory stick and made copies. At a 

later stage when the department needs goods or service the official would alter and 

edit quotations and submit quotations that would lead to the service provider being 

contracted under the pretext of rendering a service or providing goods. Therefore, the 

service provider was paid R79 625 for services not rendered. 

The Committee notes that the official is no longer employed in the Energy Department, 

but in the Real Estate Department, which is gravely concerning as the official may be 

continuing this unsavoury practice.  

The IA investigation recommended the following; 

1. We recommend that management should take appropriate actions against the 

official for non-compliance with Schedule 2, section 2 of the Municipal Systems Act 32 

of 2000, in executing her duties in sourcing quotations from service providers. She did 

not:  

(i) Loyally execute the lawful policies of the municipal council; 

(ii) Perform functions of office in good faith, diligently, honestly and in a 

transparent manner; and  

(iii) Act in the best interest of the municipality and in such a way that the 

credibility and integrity of the municipality are not compromised.  

2. We recommend that the R 79 625 fruitless expenditure be recovered from the 

official. 

3. Based on the conclusion that the allegation made of the service provider paying the 

official R100 000 were unfounded and therefore, there was no money laundering and 

no recommendation for further investigation by the law enforcement agency.  

On recommendation 1, the Committee agrees that disciplinary action must be 

constituted against the official. Noting that the Energy Department only received the 

report on the 31 January 2022, the Committee recommends that a progress report be 

submitted to the MPAC on a quarterly basis. Regarding recommendation 2, the 

Committee concurs that the expenditure must be recovered from the official 

expeditiously, and the service provider be blacklisted as per the National 
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Treasury process and a progress report be submitted to the Committee by the 25th of 

April 2022. Furthermore, the Committee recommends that a criminal case be opened 

against the official and a progress report be submitted to the Committee by the 

25th of April 2022.  

4.1.3. Real Estate Department  

The Real Estate Department accounts for two (2) irregular expenditures, R 217 257 

243 and R 518 048. With regards to R 217 257 243, the department awarded a 

cleaning contract to a panel of service providers in 2019. This was to be valid from 

date of award to 30 June 2022. A total of 20 contractors were appointed, each allocated 

its own CCC (Customer Care Centre). The scope of the contract included, amongst 

others, the supply and installation of sanitary materials and sanitary wipes, which were 

also used for prevention of COVID-19.  

According to the department, the AG identified errors – ranging from wrongful billing of 

services to be rendered and incorrect capturing of BoQs (bill of quantities) - which were 

done during evaluation as well as implementation of the contract.  The Committee 

notes that in terms of billing, the department states that they sent letters to services 

providers to recover the overpayment of R31, 50 per unit resulting from payment of 

R294 instead of the calculated at R262.50 per unit. According to the department, this 

over-payment occurred from March 2020 to June 2020 as dispensers were a once-off 

installation.  

Secondly, it was discovered during the evaluation that the rates appearing on the BoQs 

were captured incorrectly on the system by the data capturers. The consequence was 

that some bidders were ranked incorrectly and subsequently allocated areas with 

bigger or smaller sizes than they must have been allocated had the BoQs been 

properly captured. In some cases, some bidders were unduly appointed. The 

department concurs that the entire process contravened the SCM processes. The 

department failed to satisfactorily answer the Committee regarding both these 

incidents. The Committee notes that the IA Department has completed the 

forensic investigation report and awaits its dissemination. The MPAC will 

deliberate and make its recommendations to Council regarding this matter.  

On the second irregular expenditure -  R 518 048 – it was found that although it 

occurred in the Real Estate department, the fraudulent activities include other 

departments, namely, Finance, Health and Social Development, Water, Sanitation and 

Energy and Human Settlements. For the purpose of this report, this incident will be 

discussed under the Finance department below.  
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4.1.4. Finance Department  

The Finance Department, in conjunction with the Real Estate, Human Settlements and 

Sports, Recreation, Arts and Culture (SRAC) Departments, incurred three (3) fruitless 

and wasteful expenditures, which are R 641,430, R 518,048 and R 798,048 these 

amounts were identified without VAT. For the purpose of this report, amounts stated 

are amounts identified in the IA investigative report which are inclusive of VAT hence 

the change.  

The irregular amount of R 641,430 occurred in the SRAC Department. However, the 

IA investigative report shows that the fraudulent activities happened in the Finance 

Department and amounts to a total expenditure of R 737 644.00 paid to eight (8) 

service providers for the goods and services not rendered. This constitutes a fruitless 

and wasteful expenditure in terms section 32 of the MFMA. 

The IA received a letter from the former HOD of SRAC citing allegations of fraudulent 

transactions prepared and processed at the Central Procurement Office (CPO). The 

allegations were that there were requisitions that were processed at the CPO with the 

pretext that they belonged to the SRAC department. Fraudulent transactions using 

floodlights budget and/or vote number and fraudulent transactions arising from a lost 

or not issued requisition book. An officials name and signature were forged on 

requisition book with the range of EK18330101=EK1830150 which was discovered to 

have been lost or not issued.  

Requisitions requesting goods/services from supplies were filled in by alleged officials 

who indicated that their signatures and handwriting had been forged. The Committee 

notes that an official refused to corporate and the loss of original documents payment 

batch at the Finance Department is an indicator of deliberate concealment of fraud that 

occurred. 

The table below shows the eight (8) service providers were paid for goods and 

services, which were not rendered resulting in twelve (12) fruitless and wasteful 

transactions.  

Supplier  Amount R Cheque No  

Dlangani Kandaba Trading  59 146.00 85130733 

Mageba OMkhulu Trading  58 780.00 85130788 

Suraposta Trading  29 350.00 85130866 

Thathane Trading Enterprise CC  29 350.00 85131576 

Thathane Trading Enterprise CC 59 260.00 85144796 

Thathane Trading Enterprise CC 148 060.00 85145655 

Nathi and Gosi Projects (Pty) Ltd  57 780.00 609269 

Nathi and Gosi Projects (Pty) Ltd 59 000.00 85131529 

Nathi and Gosi Projects (Pty) Ltd 148 400.00 85145550 
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Magoro Trading and Projects (Pty) Ltd  29 888.00 85152695 

Thabangmosa Trading Enterprise (Pty) Ltd 28 830.00 85165345 

Mafulufulu  29 800.00  85165274 

Total  737 644.00   

 

The directors of the companies that benefited from this fraud were interviewed and 

indicated that an official from the department approached them promising them work 

and asked them to provide their company information and in return would get an 

agreed upon cut of the quotation amount. The directors also claimed to have lost 

contact with the identified official. Furthermore, the directors of companies involved in 

the fraud made enquiries to the auditors as to how they can make the paper work 

disappear, resulting in auditors deciding to not engage them further for their safety’s 

sake.  

The Committee notes that the grand scale scam enabled by the officials at SRAC 

Department in collusion with officials at the CPO and the Finance Expenditure Division 

is used to defraud the CoE due to weak controls around the manual payment 

processing and authorisations within the CoE. Further, the fraud associated with the 

use of manual requisition forms appears to be still prevalent in the CoE irrespective of 

several internal audit reports issued in this regard.  

The Committee notes and concurs with the following IA recommendations;  

1) That the SRAC Department, with the assistance of the Finance Department and 

Corporate Legal Service (CLS) Department should recover the fruitless and wasteful 

expenditures from the respective suppliers as follows:  

 

Supplier  Amount Cheque No  

Dlangani Kandaba Trading  59 146.00 85130733 

Mageba OMkhulu Trading  58 780.00 85130788 

Suraposta Trading  29 350.00 85130866 

Thathane Trading Enterprise CC  29 350.00 85131576 

Thathane Trading Enterprise CC 59 260.00 85144796 

Thathane Trading Enterprise CC 148 060.00 85145655 

Nathi and Gosi Projects (Pty) Ltd  57 780.00 609269 

Nathi and Gosi Projects (Pty) Ltd 59 000.00 85131529 

Nathi and Gosi Projects (Pty) Ltd 148 400.00 85145550 

Magoro Trading and Projects (Pty) Ltd  29 888.00 85152695 

Thabangmosa Trading Enterprise (Pty) Ltd 28 830.00 85165345 

Mafulufulu  29 800.00  85165274 

Total  737 644.00   
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2) The SRAC Department should open a criminal case of fraud and corruption with the 

SAPS against the above mentioned suppliers and their directors; 

3) The Finance Department should consider an overhaul and/or improvement in 

relation to manual financial processes and processing; and  

4) The Finance Department should consider blacklisting the above suppliers through 

the National Treasury department.  

Secondly, the amount of R 518 048 was reported to have been occurred in the Real 

Estate department. But, the IA report illustrates that the fraudulent activities transpired 

in the Finance Department, where a total expenditure amounting to R595 755 was paid 

for the goods and services not rendered constituting it a fruitless expenditure in terms 

section 32 of the MFMA. 

Similar to the above incident, fraudulent transactions were prepared and processed at 

the CPO, wherein the Finance Department received fraudulent requisitions with 

falsified signature of an official who passed away on 12 September 2019. There were 

two (2) requisitions authorised using the signature of the deceased employee on 17 

July 2020 using approved Real Estate budget for 2020/21 financial year and submitted 

to Finance Department on 28 July 2020. Based on the discrepancy, the Real Estate 

Department requested an investigation into all requisitions and quotations processed 

using the requisition books.  

Further in 2021, it was found that requisition books were distributed to different libraries 

in the Eastern Region. During the distribution, some books were lost while the flooding 

of December 2020 damaged others. The requisition book alleged to be fraudulently 

used was EK1386401- EK14111400. 

The Committee notes that the process obtaining and issuing the requisition books after 

2015 financial year was as follows; 

 The user department completes electronic forms to apply for requisition book; 

 The electronic form is authorised electronically by the delegated official at the 

user department; 

 The user department prints the electronic authorized requisition and take to the 

stores to collect the requisition book; and 

 The stores officials will then take the requisition book from the shelves and the 

user Department must complete and sign the requisition book collection form. 

That the requisition book collection form consists of: 
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 The name of official; 

 The name of user department; 

 Requisition book number collected; 

 The contact number of the official; and 

 Signature 

 

After the above process is completed, the Finance Department issues the requisition 

book to the user department. The Finance Department files the requisition book 

collection form, together with the printout from the user department electronic 

authorised requisition. The user departments keep and file the requisition books when 

they are completely used. The Finance Department issue requisition books per 

department and prohibits departments from sharing/using similar books. 

It was found that, based on requisitions completed within different departments, the 

requisition book in question was used fraudulently since it is impractical and impossible 

for one requisition book to be used in three different departments and regions. As 

requisition books are issued per department and they are not distributed or shared by 

different departments. The requisitions were used in Finance, Health and Social 

Development, Water, Sanitation and Energy, SRAC and Human Settlements 

departments. 

 

It was determined that the directors of the companies were aware of the fraud and took 

part and must take full responsibility of all the transaction processed in their 

companies. The investigation report could not identify officials involved in this process 

due to suppliers refusing to disclose their names. The Committee notes that the 

implicated service providers negated to reveal the names of the CoE officials whom 

they were colluding with and they were all aware of the scam and their actions equates 

to fraud.  

The Committee notes and concurs with the following recommendations from the IA 

1) We recommend that the following service providers be blacklisted and blocked from 

doing business with CoE after they submitted invoices for payments when the services 

were not provided by the Finance Department: 

DLT lndustrial (Pty) Ltd 2013/068293t07 

Mathibeng Construction cc 2009/113683/23 

Paseka SSS (Pty) Ltd 2019/1528516/07 

Laiti Enterprise Pty (Ltd) 2017/523777/07 

Mothema Trading Enterprise Pty (Ltd) 2015/349103/07 

D Lite Enterprise Pty (Ltd) 2018/017171/O7 

Pitsoram Trading and Projects Pty (Ltd) 2015/220063/07 

Jiza Holdings Pty (Ltd) 2016/006398/07 
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Sifiri Trading and Projects Pty (Ltd) 2008/003805/23 

ExclusivevlP Toilets Pty (Ltd) 2018/402400/07 

Mamphare Construction and Projects Pty (Ltd) 2015/267542/07 

Ditiro Tsa Ka Trading 84 2011/055650/23 

 

 

2) We also recommend that the Finance Department should open the criminal case 

against the following directors of the above-mentioned companies: 

DLT lndustrial (Pty) Ltd 2013/068293t07 

Mathibeng Construction cc 2009/113683/23 

Paseka SSS (Pty) Ltd 2019/1528516/07 

Laiti Enterprise Pty (Ltd) 2017/523777/07 

Mothema Trading Enterprise Pty (Ltd) 2015/349103/07 

D Lite Enterprise Pty (Ltd) 2018/017171/O7 

Pitsoram Trading and Projects Pty (Ltd) 2015/220063/07 

Jiza Holdings Pty (Ltd) 2016/006398/07 

Sifiri Trading and Projects Pty (Ltd) 2008/003805/23 

Exclusive VIP Toilets Pty (Ltd) 2018/402400/07 

Mamphare Construction and Projects Pty (Ltd) 2015/267542/07 

Ditiro Tsa Ka Trading 84 2011/055650/23 

 

3) We recommend that the R595,755.00 fruitless expenditure be recovered from the 

following service providers or directors: 

Director Supplier Amount 

Ms. Moilwa D Lite Enterprise (Pty) Ltd R26,200.00 

Mr. Molefyane Ditiro Tsaka Trading 84 cc R100,800.00 

Mr. Tsotetsi DLT lndustrial and Projects (Pty) Ltd R71,100.00 

Mr. Molefyane Exclusive VIP Toilets (Pty) Ltd R58,800 00 

Mr. Mtshali Jiza Holdings (Pty) Ltd R55,155.00 

Mr. Mothema Laiti Enterprises (PTY) Ltd R83,700.00 

Mr. Molefyane Mamphare Construction and Projects R64,900.00 

Mr. Makola Mathibeng Construction cc R38,550 00 

Mr. Mothema Mothema Trading Enterprise (Pty) Ltd R54,200.00 

Mr. Rampete Pitsoram Trading and Projects (Pty) 

Ltd 

R12,500.00 

Ms. Molefyane Sifiri Trading and Projects cc R29,850.00 

  R595,755.00 
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4) We further recommend that the Finance Department should confirm with the user 

departments before processing the requisition with the user department by email; 

5) We also recommend that the Finance Department consider eliminating the manual 

requisition process due to requisition book theft, loss, forgery and fraud committed and 

introduce the electronic process; and 

6) We recommend that Finance Department blocks all the requisition numbers to 

prevent the requisition book fraudulently being used. 

Lastly, the irregular amount of R 798,048 was reported to have occurred in the Human 

Settlements Department. But, the IA report shows that the fraudulent activities 

transpired at the Finance CPO office and a total amount of R 946 905,50 was paid for 

the goods and services not rendered constituting it a fruitless and wasteful expenditure 

in terms section 32 of the MFMA. Once again, this is similar to the two (2) above 

incidents, wherein fraudulent transactions were prepared and processed at the CPO. 

Orders were raised on repairs and maintenance contract belonging to the Department 

of Human Settlements. These orders were fraudulently authorised by an official who 

confirmed that thirty-one (31) orders inspected were authorised by them, as they found 

the requisitions were authentic and valid. It was found that the official was not 

competent to execute their duties as a Senior SCM officer, which beckoned the 

question as to how the official was appointed by management. The Committee notes 

that the has been disciplinary action instituted against the official and that they have 

been moved from their SCM duties. Orders were requested by officials listed who could 

not be identified on the CoE employee global list. The requisitions were authorised by 

a former employee of the City who has not been employed since 2015.  

It was found that requisitions inspected had not originated from the Department of 

Human Settlements, and neither had the requisitions originated from any of the 

departments that were issued with the requisition books by Central Stores. Once again, 

the origin of the requisitions remains unanswered as all officials denied having initiated 

any of the requisitions in question stating that the services that purport to be rendered 

by the contractor, according to the requisitions, is not consistent to their respective 

department’s profile and that the services were in fact not rendered by the contractors 

at all. Once more, it was determined that the directors of the companies were aware 

of the fraud and took part and must take full responsibility of all the transaction 

processed in their companies. The investigation report could not identify officials 

involved due to suppliers refusing to disclose their names.  

The Committee notes and concurs with the IA on the following recommendations;  

1) We recommend that the EMM should immediately embark upon documenting 

policies and procedures that govern, manage and monitor the acquisition, storage, 
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issuing and usage of requisition books. The policy should be drafted and signed off for 

implementation at every Department; 

2) In the matter of administering disciplinary and legal action against officials for fraud, 

we recommend to the effect that the individuals be held for perpetrating a fraudulent 

practice of misrepresenting the facts in order to influence a procurement process, or a 

part thereof, including failing to verify the authenticity of requisitions, including omitting 

to verify and disclose collusive practice amongst bidders thereby depriving the CoE of 

a free competitive bidding process to ensure economical use of state resources. 

Further breaching of their fiduciary duties and violation of the MFMA, Chapter 8, 

Section 78, in terms of his responsibilities as a Senior Buyer as well as MFMA, Chapter 

11, Section 111;  

3) We recommend that the CoE pursue and action its legal right to recover from 

officials, any and all loss or damage suffered that arose directly as a result of gross 

negligence in the performance of his role as a Senior Buyer; 

4) In so far as the contractors that were selected for the thirty-one (31) orders are 

concerned, we recommend that all the contractors be blacklisted and flagged for 

possible legal action to recover losses; 

5) We recommend that the EMM should immediately design and create enhancements 

to the SOLAR system which manages and tracks the creation and printing of new 

requisition books. The system should be automated and be able to determine precisely 

how many books were printed previously, the precise range of requisition numbers 

previously printed and the range of requisition numbers that should be printed in 

subsequent succeeding batches; 

6) We further recommend that Stores should issue requisitions books to departments 

against a specified user at that department. This control will render the process 

accountable to the extent that every requisition book and every requisition form is 

accounted for; 

7) There are no internal controls to verify and document the reasons for seeking a new 

book or if the old book has been properly and completely utilised and precisely which 

range of requisition numbers have been re-issued to that Department. 2.5.8.9. It is 

recommended that these internal controls be specified in a policy and be implemented 

as a matter of urgency; and 

8) We highly recommend that the EMM initiate a process whereby the practice of 

utilising a paper driven requisition process be replaced with an electronic process that 

can be enhanced into SOLAR.  
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Furthermore, the Committee notes that the Finance Department is currently 

undergoing the process of automating the procurement process. The department 

completed phase one of data migration and currently completing the systemisation of 

requisition. The system will deal with the issues relating to access control, delegations 

and other deficiencies raised. The proposed date of completing the automation is 30 

April 2022. Further, the official alleged to have been negligent in exercising their duties 

has been moved from the CPO and system rights revoked.  

The Committee notes with grave concern that in so far as the broader findings are 

concerned, it is apparent that CoE officials had engaged in an elaborate scheme of 

accessing requisitions or engaging with persons that had access to requisitions to 

fraudulently create requisitions, thereafter circumvent and manipulate the process of 

sourcing quotations and selecting a final contractor, negligently authorising the orders 

by misrepresenting the facts and ensure payment was effected to the service provider.  

There exists a definitive pattern of illegal activity and in this regard the findings indicate 

that officials acted in concert with a number of other officials to perpetrate this elaborate 

scheme and therefore highly recommend that the investigation be extended. It is plain 

that the officials had acted in gross violation and that they had wilfully, deliberately and 

negligently failed to comply with the relevant prescripts of the MFMA and CoE’s SCM 

policy and procedure. The Committee notes that the MMC’s and departments affected 

by these fraudulent incidents are still yet to engage and draft plans on how to address 

these transgressions.  

Therefore, the Committee recommends the following pertaining to the three (3) fruitless 

expenditures discussed above; 

1. The amounts of R 737 644.00, R595 755 and R 946 905.50 be recovered 

collectively from the collectively responsible person/s responsible for the 

incurred expenditure as identified by the forensic investigative report. 

2. The collectively responsible person/s responsible for the incurred 

expenditure as identified by the forensic investigative report be 

disciplined and a progress report be submitted in this regard.  

3. Immediately block all companies/suppliers from doing business with the 

CoE and submit proof of blocking to Council by 25 April 2022.   

4. Blacklist the companies/suppliers and their directors from doing 

business with the CoE via the National Treasury process. 

5. A case with the law enforcement agencies (SAPS, HAWKS) be opened 

against responsible person/s responsible for the incurred expenditure as 

identified by the forensic investigative report. 

6. The GCFO submits a progress report quarterly regarding the blacklisting 

process to Council.  
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7. The GCFO submits a progress report quarterly regarding the disciplinary 

process against responsible person/s responsible for the incurred 

expenditure as identified by the forensic investigative report. 

4.1.5. ERWAT (East Rand Water Care Company) 

The ERWAT accounts for one (1) incident of fruitless and wasteful expenditure of 

R77 836.16, which was paid into a bank account, based on fictitious request for a 

change in banking details from a fictitious employee, essentially a cyber-attack. An HR 

official received an email which purported to belong to the MD of ERWAT requesting 

that their banking details be changed and a confirmation banking letter was attached 

to the request. Payroll actioned the request, however the MD did not receive the 

February salary and salary was paid into someone who is not an employee of the 

ERWAT.  

The Committee notes that the ERWAT conducted an internal investigation and 

reported the issue to the concerned bank, that the changing banking details process 

has been tightened. The entity has implemented Mimecast prevention of 

impersonation attack in order to block impersonation emails coming through into 

employee emails and more awareness on cyber-attacks has been canvassed through 

the entity. Further, a case with SAPS has been opened in order to retrieve the funds 

and bring the perpetrator to book. Also, the entity is following section 205 process 

wherein the details of the account owner will be subpoenaed from the bank. The 

Committee recommends that R77 836.16 be written off. 

 

4.1.6 Ekurhuleni Housing Company (EHC) 

The EHC accounts for two (2) incidents of irregular expenditure amounts which are R4 

577 844 and R179 550 due to a contravention of the SCM policy and one (1) incident 

of fruitless and wasteful expenditure amounting to R10 217.00 for interest on late 

payments.  

According to the entity, the first incident of irregular expenditure amounting to R4 577 

844 was a result of a contravention of the SCM policy. The entity awarded a long-term 

contract in the current financial year for security services to all the complexes of EHC 

without advertising the tender for the stipulated 30 days, in contravention of Regulation 

22(1) (b) of the SCM Regulations. The Committee notes that management opted to 

advertise for 21 days instead of the legislated 30 days and could not provide 

satisfactory reasoning for this decision. The entity further confirmed that value for 

money was received in that security services were provided in line with the 

specifications and in accordance with the approved rates. The Committee 

recommends that the amount of R 4,577 844 be written off. 
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Secondly, the amount of R179 550 was a result of the payment of board fees from the 

period of 1st July 2020 to 21st October 2020. The entity discovered that the board 

member became employed by the CoE. Instead of resigning from the EHC board, he 

continued to attend meetings. Upon discovery, the former board member cited that he 

was unaware of any statutory provision that disqualifies his membership of the Board 

by virtue of being an employee of the City, thereafter acquainting himself with 

legislation he tendered his resignation with immediate effect. This inattention is a 

contravention of section of Municipal Systems Amendment Act, No 44 of 2003. The 

Committee notes that the entity has made efforts to recover the fees from the former 

director, however he has failed to cooperate with the EHC by refusing to acknowledge 

debt due to the EHC. The Committee recommends that the matter be further 

investigated by the IA.  

Lastly the amount of R10 182 in fruitless and wasteful expenditure was a result of 

interest incurred on the declarations submitted to the SARS in the EMP501 during the 

tax year. The interest was charged for the late payment of the provident fund accounts. 

The Committee notes with grave concern that the entity continues to have such tax 

compliance related matters, with the entity paying penalties to SARS every financial 

year. The Committee recommends that the amount of R10 182 be recovered 

against the responsible person, and that the EHC furnish the MPAC with 

progress report regarding the matter by the 25th of April 2022.  

4.1.7 Brakpan Bus Company (BBC) 

The BBC accounts for one (1) incident of irregular expenditure amounting to R21 000 

and fruitless and wasteful expenditure of R1060.00. The irregular expenditure of R21 

000 was incurred when a service provider was paid for leasing the entity seven (7) 

buses. A church hired twenty-one (21) buses from the entity. Upon inspection, which 

the entity conducted on the day of the trip, it was discovered that seven (7) buses were 

not roadworthy, therefore necessitating the entity to hire buses from a service provider. 

The Committee notes that the entity is no longer in existence and has been 

incorporated into the CoE Transport Department as per the resolution of Council taken 

on 29 April 2021, Resolution 5, namely “That option 2 – (Ring Fenced) Single Service 

Business Unit within COE, continuation of provision of the bus services through MBS and 

BBC, with BBC incorporated back into the Municipal Bus Services and thus back into 

Council BE APPROVED”. Therefore, the Committee recommends the amount be 

written off.  

Lastly the fruitless and wasteful expenditure of R 1 060.00 was a result of interest due 

to late payment of rental fees for the as a result of financial constraints of the entity. 

The Committee notes that the entity is no longer in existence and has been 

incorporated into the CoE transport Department as per the resolution of Council. 

Therefore, the Committee recommends the amount be written off.  
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5. LEGAL COMMENTS  

 

The MPAC is a committee of Council established in terms of Section 79A of the 

Municipal Structures Act, 117 of 1998, the aforementioned process was also guided 

by the SALGA/ National Treasury guidelines on the establishment of MPACs. For 

purposes of guiding the committee in the exercise of its oversight mandate, powers, 

duties and responsibilities, the municipal council approved the committee’s terms of 

reference. 

Clause 4 of the Terms of Reference states the objectives of the committee as to assist 

council to ensure that: 

 The municipality fulfils its constitutional mandate of service delivery to the 

community and achieves the set objectives 

 The municipality is managed in an efficient, effective and ethical, corruption 

and fraud free manner; and 

 The municipal resources are utilised in an economic manner and are fully 

accounted for. 

Clause 4.2.3.3 of the ToR requires that all reports of the Auditor- General should be 

submitted to the committee as they become available. 

The Standing Orders By-Laws is also relevant in the operations of MPAC as it relates 

to, inter alia the composition and conduct of the committee meetings, powers of the 

committee (Rule 121) and reports to Council (Rule 135). In this case Rule 135 finds 

application in that it requires the committee to submit the committee report on annual 

reports within 60 days after referral by Council in terms of Rule 122(1).   

The Municipal Finance Management Act and the regulations promulgated in 

accordance therewith is an integral piece of legislation in the committee execution of 

its functions, the aforementioned Act has as its object to secure sound and sustainable 

management of the fiscal and financial affairs of municipalities and municipal entities 

by establishing norms and standards and other requirements for- 

a. Ensuring transparency, accountability and appropriate lines of 

responsibility in the fiscal and financial affairs of municipalities and 

municipal entities; 

b. The management of their revenues, expenditures, assets and liabilities and 

the handling of their financial dealings 

c. Budgetary and financial planning processes and the co-ordination of those 

processes with the processes of organs of state in other spheres of 

government; 

d. Borrowing; 
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e. The handling of financial problems in municipalities; 

f. Supply chain management; and  

g. Other financial matters.     

  The municipal council referred the Auditor-General’s report in accordance with the 

Terms of reference of the committee and the committee is giving effect to its mandate 

in line with the prescribed processes and timelines, therefore this report finds support 

from a legal perspective. 

6. PUBLIC PARTICIPATION AND SUBMISSIONS 

 

The Committee extended its invitation for public hearings to the community and 

relevant stakeholders. However, there was neither oral nor written submissions from 

the community and stakeholders on matters discussed. 

7. RECOMMENDATIONS 

 

The Municipal Public Accounts Committee (MPAC), after consideration of the Annual 

Report, Inclusive of Annual Financial Statements (AFS) for the 2020/21 financial 

year and the A-G Report, is making the following recommendations to Council: 

7.1. That the contents of the Annual Report, Inclusive of Annual Financial Statements 

(AFS) for the 2020/21 financial year and the A-G Report tabled to Council as Item A-F 

(01-2021), BE NOTED. 

7.2. That it BE NOTED that the following matters, as outlined according to the 

Department and brief description, were referred by the Committee to the Internal Audit 

Department FOR INVESTIGATION. Below is a table outlining the amounts: 

No.  Amount Department Description 

 R 179 550 EHC  Contravention of SCM Policy 

R 179 550 TOTAL 

 

7.3 That the following matters, as outlined according to the Department and brief 

description be certified to be irrecoverable and BE WRITTEN OFF by Council as per 

section 32 of the MFMA of 2003.  

No.  Amount Department Description 
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 R 3330.98 Health and Social 

Development  

Irregularly used written quotations 

instead of the tender in place 

 R 4,577 844 Ekurhuleni Housing 

Company 

Payment for security tender awarded in 

contravention of the SCM policy 21 

 R77 836.16 ERWAT Payment of fictitious bank account due 

to cyber-attack.  

 R 21 000 BBC Entity no longer exists -Procurement 

process not followed 

 R 1060 BBC Entity no longer exists-  late rental fee 

R 4 681 071.14 TOTAL 

 

 

7.4 That the following incurred incidents, as outlined according to the Department and 

brief description, be certified to be RECOVERED by Council as per section 32 of the 

MFMA of 2003.  

No.  Amount Department Description 

 R79 625 Energy Department  Payment of service provider for goods and 

services not rendered  

 R12 974.02 Health and Social 

development  

Fraudulently authorised requisitions 

emanating from the CPO  

 R 737 644 Finance-SRAC  Fraudulently authorised requisitions 

emanating from the CPO 

 R 595 755 Finance-Real 

Estate  

Fraudulently authorised requisitions 

emanating from the CPO 

 R 946 905.50 Finance-Human 

Settlements 

Fraudulently authorised requisitions 

emanating from the CPO 

 R10 217 Ekurhuleni Housing 

Company 

Interests on late payments 

R 2 280 305 TOTAL 
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7.5 That the following incurred incidents, as outlined according to the Department and 

brief description be certified to be referred to law enforcement agencies (SAPS, 

HAWKS) and cases be opened against the identified responsible officials, 

companies, company directors 

No.  Amount Department Description 

 R79 625 Energy Department  Payment of service provider for goods and 

services not rendered  

 R 737 644 Finance-SRAC  Fraudulently authorised requisitions 

emanating from the CPO 

 R 595 755 Finance-Real 

Estate  

Fraudulently authorised requisitions 

emanating from the CPO 

 R 946 905.50 Finance-Human 

Settlements 

Fraudulently authorised requisitions 

emanating from the CPO 

R 1 764 174 ,50 TOTAL 

7.6 That all the companies/suppliers and their directors BE BLACKLISTED from doing 

business with the CoE via the National Treasury process and quarterly reports BE 

SUBMITTED to Council.  

7.7 That the collectively responsible person/s responsible for ALL incurred 

expenditure as identified by the forensics investigative report in all the departments 

and entities BE DISCIPLINED and a progress report on the process be submitted. 

 

7.8 That in incidents where progress reports are required, the reports BE SUBMITTED 

to Council by the 30 April 2020.  
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