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A 94 REPORT ON THE INVESTIGATION OF THE 2016/17 UNAUTHORISED, FRUITLESS
AND WASTEFUL EXPENDITURE

(EIC 2018 09 28, C 2018 09 28) (12/2131111)

RESOLVED

a) UNAUTHORISED EXPENDITURE

a) That Council condone ali the unauthorized expenditure of R 32 399 991.00 as

irrecoverable on the basis that the expenditures incurred are non-cash items; no loss

was incurred by the municipality.
b) Budget practice be strengthened, that is, availability of budget be monitored to avoid

unauthorized expenditure;

b) FRUITLESS AND WASTEFUL. EXPENDITURE

a) That Council write-off ali fruitless and wastefu! expenditure of (R6 060 039.05) which
emanates from interest on late payment paid to the service providers such as Telkom,

Thomas and Swanepoel.
b) That the municipality should implement more effective steps and measures to
prevent this from happening in future and ensures that they receive invoices

timeously from ESKOM.

IRREGULAR EXPENDUTURE

a) That Council condones the irregular expenditure of R27 178 275, 11.

b) That council write-off the amount of R352 156,83 paid to Royal Aloe Guest lodge in
respect of the accommodation of Municipal officials during the SAIMSA Games and
the amount of R195 500,00 paid to More2life Trading Enterprises were payment was

made in respect of construction of exhibition stalls.

c) That the supply chain management awareness /workshop be conducted to relevant
staff members before the end of November 2018.

d) That the Municipal Manager establish a unit to manage all contracts of the

municiﬁality in order to avoid irregular expenditure.
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That the Accounting Officer institute processes to recover money from officials where
there is transgression of the law;

That Unauthorized expenditure be condoned on the basis that they are non-cash
items, no loss was incurred by the municipality;

That a letter be written to National Treasury for condonement of irregular in terms of
Section170 of the MFMA,;

That all officials adhere to the SCM policy, regulations and processes;

That consequence management be implemented on non-compliance to policies of

the municipality;
That Unauthorized, irregular or fruitless and wasteful expenditure policy be

developed,;
That monitoring and evaluation of processes be strengthened,
That budget control measures be strengthened, and the availability of budget be

monitored to avoid unauthorized expenditure;

m) That Unauthorized, irregular or fruitless and wasteful expenditure be reported to
relevant structures on a quarterly basis, for action to be taken against officials whilst

they are still employees of the council.

Signed by Speaker
Councillor DJ Mme




A 94 REPORT ON THE INVESTIGATION OF THE 2016/17 UNAUTHORISED,
FRUITLESS AND WASTEFUL EXPENDITURE

(EC 2018 09 28, C 2018 09 28) (12/21311/1)

REPORT OF THE CHAIRPERSON OF MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE, CLLR DG MKHABELE

PURPOSE OF THE REPORT

The purpose of this submission is to report to council on the results of the
investigations conducted on the 2016/17 unauthorized, irregular, fruitless and

wasteful expenditure (UIF).
BACKGROUND

The council has referred the 2016/17 unauthorized, irregular, fruitless and

wasteful expenditure report to the Municipal Public Account Committee for

investigation on the 31 August 2017, (council resolution A70 C 2017 08 31) .

The item that was noted by the council covers the irregular expenditures
which amounted to (R 26 024 700, 93), Fruitless and wasteful expenditure
amounted to (R 2 811 599, 05), and unauthorized expenditure amounted to
(R140 742 976).

However during the investigation, the committee discovered that the irregular
expenditure amounted to (R 27725 931, 91), fruitless and wasteful
expenditure amounted to (R 6 060 039.05) and unauthorized expenditure
amounted to (R32 399 991, 00). And therefore the report will presented in

line with the figures that were found during the investigation.

DISCUSSIONS
In terms of section 62 of the Municipal Finance Management Act No. 56 of

2003 (herein referred to as “MFMA”), the accounting officer is responsible for




managing the financial affairs of Greater Tzaneen Municipality (GTM) and he

must, for this purpose, inter alia:

d). Take all reasonable steps to ensure that unauthorized, irregular;
fruitless and wasteful expenditure and other losses are prevented; and

e). Ensure that disciplinary or, when appropriate, criminal proceedings are
instituted against any official or Councilor of the municipality who has
allegedly committed an act of financial misconduct or an offence in terms
of Chapter 15 of the MFMA.

Section 32 (2) of the Local Government Municipal Finance Management Act
56 of 2003 “unauthorized, Irregular, fruitless and wasteful expenditure”. States
that: “a Municipality must recover unauthorized, irregular, fruitless and
wasteful expenditure from the person liable for such expenditure unless the
expenditure-

(a) In case of unauthorized expenditure;

(i) Unauthorized in an adjustment budget; or

(i} Certified by the municipal Council, after investigation by the council
committee as irrecoverable and written off by 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.”

SUMMARY OF THE KEY FINDINGS

4. UNAUTHORISED EXPENDITURE

Unauthorized expenditure occurs when the municipality exceeded their

budget. The investigation revealed that the municipality incurred unauthorized

expenditure amounting to R 32 399 991.00. The said expenditure can be

broken down into Departments:

DEPARTMENTS THAT | ORIGINAL ACTUAL JULY TO | DIFFERENCE %

BUDGET JUNE"7 (R-Value)
OVERSPENT (R-Value) (R-Value) VARIANCE

03-Budget & Treasury | 82 545108 95 568 652 13 023 544 15.78%
04-Corporate Services | 91762 314 104 731 989 12 969 675 14.13%




05-Community
Services 193 188 879 | 199 995 651 6 406 772

R32,399,991

Tota! unauthorised expenditure at the end of the year is R 32 399 991.
Although these expenditures are considered as non-cash items because there
is no transaction with any service provider or supplier, an under provision

during the budget compilation process is a material misstatement of the

surplus or deficit position of the municipality This could be the result of poor

budgeting or financial management, or unknown events that gave rise to the
asset and debt impairment after the adoption of the budget. The
investigation further revealed that: there are no losses incurred by the

municipality.

5. FRUITLESS AND WASTEFUL EXPENDITURE

The municipality incurred fruitless and wasteful expenditure amounting to R
6 060 039.05 in (Budget and Treasures Department and Engineering
Services department) the detailed breakdown is on page 13-22 of the report.
The root-causes of this expenditure are due to:

d) interest on late payments;

e) court orders

The investigation further revealed that:

c¢) The losses incurred by the municipality and responsible officials are on

pages 13-22 of the report.

6. JRREGULAR EXPENDUTURE

The municipality incurred irregular expenditure amounting to R27 725 931, 91
The breakdown of the said expenditure is on pages 23-55 of the report.

Summary of irregular expenditure per department;

Department Amount

01-Municipal Manager R 8 300
02-PED R 244 641,70
03-Budget and Treasury R 231791,18




04-Corporate Services R 155 180 ,00

05-Community Services R 5528 594,19

08-Engineering Services R 21 557 424,29

Total R27725931,91

The root-causes of this expenditure are as a result of:

h) expired contracts;

)
J)

deviations made due to emergencies;

variation orders not signed by accounting officer;

k) supply chain processes not followed;

)

court orders

m) Poor contract management, departments not taking responsibility of

their contracts. There are no dedicated personnel to manage the
contract register on monthly basis. Contracts are not terminated on
time, that is, service providers are not notified of the expiry of their

contracts;

The investigation further revealed that:

¢) The municipality received the services from service providers on pages

23-54

d) The municipality also incurred financial losses due to the irregular

expenditure. Breakdown of this expenditure is on pages 23-54 of the
report.

Some of the irregular expenditure can be avoided if internal controls
can be strengthened and awareness be conducted on supply chain
management  processes, especial where payments  for

accommodations and conferences are made without invoices.

GENERIC FINDINGS

a) Lack of monitoring of the budget which led to unauthorized

expenditure,

b) Supply chain processes not properly followed.

c) Poor contract management-departments not taking responsibility of

their contracts. There are no dedicated personnel to manage the




contract register on monthly basis. Contracts are not terminated on
time, that is, service providers are not notified of the expiry of their
contracts;

d) Lack of accountability and consequence management.

RECOMMENDATIONS OF THE MPAC CHAIRPERSON (COUNCILLOR DG
MKHABELA)

4. UNAUTHORISED EXPENDITURE

b) That Council condone all the unauthorized expenditure of R 32 399
991.00 as irrecoverable on the basis that the expenditures incurred are
non-cash items: no loss was incurred by the municipality.

a) Budget practice be strengthened, that is, availability of budget be

monitored to avoid unauthorized expenditure;

. FRUITLESS AND WASTEFUL EXPENDITURE

c) That Council write-off all fruitless and wasteful expenditure of
(R6 060 039.05) which emanates from interest on late payment paid to
the service providers such as Telkom, Thomas and Swanepoel.

d) That the municipality should implement more effective steps and
measures to prevent this from happening in future and ensures that

they receive invoices timeously from ESKOM.

6. IRREGULAR EXPENDUTURE

m) That Council condones the irregular expenditure of R27 178 275, 11.

n) That council write-off the amount of R352 156,83 paid to Royal Aloe Guest
lodge in respect of the accommadation of Municipal officials during the
SAIMSA Games and the amount of R185 500,00 paid to More2life Trading

Enterprises were payment was made in respect of construction of

exhibition stalls.

o) That the supply chain management awareness /workshop be conducted to
relevant staff members before the end of November 2018.

p) That the Municipal Manager establish a unit to manage all contracts of the

municipality in order to avoid irregular expenditures.
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. That the Accounting Officer institute processes to recover money from
officials where there is transgression of the law;
. That Unauthorized expenditure be condoned on the basis that they are
non-cash items, no loss was incurred by the municipality;
. That a letter be written to National Treasury for condonement of irregular
in terms of Section170 of the MFMA,;
10.That all officials adhere to the SCM policy, regulations and processes;
11.That consequence management be implemented on non-compliance to
policies of the municipality;
12. That Unauthorized, irregular or fruitless and wasteful expenditure policy be
developed;

13. That monitoring and evaluation of processes be strengthened;

14. That budget control measures be strengthened, and the availability of

budget be monitored to avoid unauthorized expenditure;

15. That Unauthorized, irregular or fruitless and wasteful expenditure be
reported to relevant structures on a quarterly basis, for action to be taken

against officials whilst they are still employees of the council.

FOR CONSIDERATION
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Municipal Finance Management Act (Act No 56 of 2003);

Local Government: Municipal Structures Act, (Act No 117 of
1998);

Local Government: Municipal Systems Act, (Act No 32 of
2000);

means the Constitution of the Republic-_OfS_ourht}lﬁ*ica, 1996
(Act No 108 of 1996);

Public Finance Municipal Acr(Act No.l of 1999 as amended
by Act 29 of 1999); - ’ o

Greater Tzaneen _Mliﬁiéil?’alif}’;. i
Accounting Oﬁ‘_iger_ e

Intef‘né;:.}.iucfff -

. _;;-_ZAzi'dil‘ Committee

ﬁf;@':Maﬁdgemé'nf Unit

k _;___RiSkManagemenr Committee
Unauthorised, Irregular or Fruitless and Wasteful Expenditure
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DEFINITIONS

Accounting Officer” means: Municipal Manager in a municipality and Chief Lxecutive
Officer in a municipal entity.

“Audit Committee” means: an independent committee constituted to review the control,
governance and risk management within the institution established in terms of Section 166 of

MFMA.

“Iuternal Audit” means: an official within the municipality responsible for internal audit
pality responsil _
activities. e

“Executive Authority” means: The Municipal Council in a mun1c1pal1ty and Mummpal
Council of its parent municipality - .

“Internal Auditing” means: an independent, objective assurance éﬁd:_gonsﬁiting activity
designed to add value and improve municipal’s Opef'ations It helps the municipality to
accomplish its objectives by bringing a systematlc d1sclphned apploach to evaluate and

improve the effectiveness of risk management cont1 ol and gOVErnance processes.
“Management” means: all senior officials of the municipality.
“MFMA” means: Municipal Finance Management Act

“Risk Management Commzttee %2 means a committee appointed by Accounting Officer to

review the munlcxpahty s system of risk management.

“Ri&k.Managehiéht. Unit” means: a business unit responsible for coordinating and supporting
the ovei‘all___i_nstit_ﬁ"tional risk management process, but which does not assume the
responsibilities of management for identifying, assessing and managing risk.

“«Councillor” means member of municipal council of Greater Tzaneen Municipality

« Fruitless and wasteful expenditure®™ means expenditure that was made in vain and would

have been avoided had reasonable care been exercised.
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“Financial Misconduct” means any misappropriation, mismanagement, waste or theft of the
finances of a municipality, and also includes any form of financial misconduct specifically set

out in sections 171 and 172 of the Act.

“Irregular expenditure”, in relation to a municipality or municipal entity, means:

a) expenditure incurred by a municipality in contravention of, or that is not in
accordance with, a requirement of this Act, and which has not been condoned in terms
of section 170, _

b) expenditure incurred by a municipality in contravention of, ot that is not in
accordance with, a requirement of the Municipal Systems Act;’ éﬁdwhi_ch ﬂa_s not'

heen condoned in terms of

“Overspending® means: o -
a) inrelation to the budget of a mumclpahty, means causmg the opelatlonal or capital

expenditure incurred by the municipality dun_n_g- a.ﬁnanglal year to exceed the total
amount appropriated in that year’s budget for ifs opé..l":ai.tiaﬁai or capital expenditure, as
the case may be; o E

b) in relation to a vote, means daus_ing eﬁiij'endiﬁn'__c under the vote to exceed the amount
appropriated for that vote; or E

¢) inrelation to expendlmre undel sectmn 26 means causing expenditure under that

section to exceed the 11m_1_ts aﬂowed in subsection (5) of that section.

“Political Office Beal er” means the speaker, executive mayor, mayor, deputy mayor, or a
member of the cxecutwe commn‘,tee as referred to in the Municipal Structures Act.

“Prq__hib'ited éxpenditufe_” means unauthorised, irregular, fruitless and wasteful expenditure;

“Semo: Managei » has the meaning assigned to it in section 1 of the MFMA and in relation

to Greater Tzaneen Municipality refers to Directors and CFO

“Unauthorised expenditure” any expenditure incurred by a municipality other than in
accordance with section 15 or 11(3), and includes-

a) overspending of the total amount appropriated in the municipality’s approved budget;

b) overspending of the total amount appropriated for a vote in the approved budget;
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¢) expenditure from a vote unrelated to the department or functional area covered by the
vote;

d) expenditure of money appropriated for a specific purpose;

¢) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of
“allocation” other than in accordance with any conditions of the allocation; or grant
by GTM;

f) Any grant to an individual or household unless it is in terms of the municipality’s
indigent policy, bursary scheme, corporate social responsibility poﬁéy,_‘:ouncillors
discretionary grant or the grants-in-aid ; o E

g) Unforeseen and unavoidable expenditure not authorised within én:_adj_ﬁ_:s_tmc_n:fé budget
within 60 days after the expenditure was incun'ed;_{_aﬁéi_._" ” e |

h) Any overspending on non-cash items, for example depll"e'ci_ation,?i:mpdifments,

provisions.

“Vote” means: . G :
a) One of the main segments i_;_l_‘_;'o"\.a.'/ﬁizch-a budgct ofa municipality is divided for the
appropriation of money for the id@ffereri.tz-d_cpéﬁﬁiént or functional areas of the
municipality; and Wthh Sp'.elbif__i_eél the __t()_t_{::li: amount that is appropriated for the

purposes of the department or functional area concerned.

“Official” in Iel_a_t_ioﬁ"tp Gfeatsf_-’[_zaﬂéen Municipality, means:

a) an 'e:mployeé'::df the municipality;
b) a person contracted by the municipality to work as a member of the staff
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1. INTRODUCTION

The Auditor-General has highlighted an escalating trend in unauthorised, irregular,
fruitless and wasteful expenditure (UIF) in municipalities over recent years which is
evident in the audit reports and annual reports.

This report relates to the investigation of unauthorized expenditure of R 32 399 991.00,
irregular expenditure of ; R 27 725 931, 91and fruitless and wasteful expenditure of

R 6 060 039.05 which occurred in 2016/2017 financial year. In terms of section 62 of the
Municipal Finance Management Act No. 56 of 2003 (herein referred to-as “MFMA?”), the
accounting officer is responsible for managing the financial affairs of Grééter Tzaneen
Municipality (GTM) and he must, for this purpose, inter alia: E :

a) Take all reasonable steps to ensure that unauthonsed megulal ﬁmtless and

wasteful expenditure and other losses arc pieve;}_tcd, and )
b) Ensure that disciplinary or, when approp'ri_ate, criihi_nal prdbeedings are

instituted against any official or councillor of the municipality who has

allegedly committed an act o_f_ financial m1sconduct or an offence in terms of
Chapter 15 of the MFMA. G | |
This is to ensure the effective, efﬁcmnt and transparent systems of financial, risk
management and internal control _ '

Section 32 (2) of the Local Govemment Mun1c1pal Finance Management Act 56 of 2003
“anauthorised, Ir1egu1a1 f1u1tless and wasteful expenditure” states that: “a Municipality
must recover unaurhorzsed 1rregulm fruitless and wasteful expenditure from the person

liable for such expendztw e unless the expenditure-
(a) In case of unautho; ized expenditure. is
(z) aurhorzsgd in an adjustment budget, or
(ii) .Certz'ﬁed.by the municipal Council, after investigation by the council
commzﬁee as irrecoverable and written off by Council; and
(b) In case of Irregular or fruitless and wasteful expenditure, is, after investigation by
a Council Committee, certified by the council as irvecoverable and written off by

the Council. ”
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2. LEGISLATIVE MANDATE

Irregular Expenditure

Local Government Municipal Finance Management Act of 2003 Circular No 68 on
Unauthorised, Irregular, Fruitless and Wasteful expenditure states that;

In terms of section 32(2)(b) irregular expenditure may only be written-off by Council
if, after an investigation by a Council committee, that irregular expenditure is certified
as irrecoverable. In other words writing-off is not a primary response, it is subordinate
to the recovery processes, and may only take place if the irregular expenditure is

certified by Council as irrecoverable, based on the findings of..an__igl_yestigation.

Local Government Municipal Finance Managemeni Act of 2003 Sectlon 170 (2)
states that only the National Treasury may condone non- comphance Wlth a regulation
issued in terms of the MFMA or a condition Imposed by the Act itself, The municipal
Council therefore has no power in terms of 1he MFMA to condone any act of non-

compliance in terms of the MFMA or any of its. 1egu1at10ns

There is no provision in the MSA 'thapal'lé\}_vs a co_r_ltfé.'\'fention of the Act (law) to be
condoned. Nevertheless, shdﬁld a municipaﬁ"ty WlSh to request that an act of non-
compliance with any prov1s10n of the MSA be condoned, then the Accounting Officer
should address the request to the Mmlster of Co-operative Governance and
Traditional Affans Who 13 1esp0n51ble for administering the MSA. The resultant

expendﬂ;ule-sh_(_)uld_how_evel ‘be dealt with in terms of section 32(2) of the MFMA.

Wlth refelence to (c) as defined — there is no provision to allow irregular expenditure
i 1esu1t1ng from a cont1 aventlon of the Public Office-Bearers Act to be condoned. This
| is consistent with section 167(2) of the MFMA, which provides that such irregular

”'éxpendit_ﬁie cannot be written-off and must be recovered from the political office-

bearer ¢concerned.

With reference to (d) as defined — a council may condone a contravention of the
council approved SCM policy or a by-law giving effect to such policy, provided that
the contravention, is not also a contravention of the MFMA or the SCM regulations,
in which case (a) applies and then only National Treasury can condone a
contravention of the SCM regulations. Any such requests must be accompanied by a

full motivation and submitted to mfima@treasury.gov.za for consideration.
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()
(i)

(iii)

()

(v)

(vi)

Unautherised Expenditure

MFMA Circular No 68 Municipal Finance Management Act No. 56 of 2003 on
Unauthorised, Irregular, Fruitless and Wasteful expenditure states that;

“In considering authorisation of unauthorised expenditure, Council must consider the
Jollowing factors:

Hus the matter been referved to Council for a determination and decision?

Has the nature, extent, grounds and value of the unauthorised expenditure been
submitted to Council? - h 3

Has the incident been referred to a council committee for inve;s;ri;gtfﬁo_n and . E
recommendations? i

Has it been established whether the Accounfmg Oﬁ‘ cer or oﬁ“ czal or publlc office
bearer that made, permitted or authorised the unauthor lsed expendzfure acted
deliberately or in a negligent or grossly neglzgenr manner? ”

Has the Accounting Officer mformed Counczl the Mayor or the Executive Commitiee
that a particular decision would result in _an zmaurhqz ised expenditure as per section
$205) of the MEFMA? s o

Are there good gr ounds Shown as to why an unaufhor ised expenditure should be
authorised? For example h '

the Mayor, Accounrmg Oﬁ" icer ov ojj" cml was acting in the best interests of the
mumczpalzly and z‘he Zocal community by making and permitting unauthorised
expendztw e; - '

fhe Mayor Accounfmg Oﬁ' cer or official was acting in good faith when making and

v permitting unau}fho: ised expenditure; and

. the municipality has not suffered any material loss as a result of the action.

Iﬁ:'the_.ge_. instances, the council may authorise the unauthorised expenditure. If
unauthorised expenditure is approved by Council, there would be no further
consequences for the political office-bearers or officials involved in the decision fo

incur the expenditure.”

Fruitless and Wasteful Expenditure

The processes to respond appropriately to fruitless and wasteful expenditure are similar

to the following three processes outlined for irregular expenditure:
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(i) disciplinary charges against officials and political office bearers;

(ii) criminal charges against officials and political office-bearers; and
(iii) recovery of the fruitless and wasteful expenditure from the liable persons.

The description of the categories of irregular expenditure in the above three instances
can be applied directly to fruitless and wasteful expenditure. The difference is that
fruitless and wasteful expenditure can arise in any circumstance and is not dependent

on non-compliance with any legislation.

Council should follow section 32(2)(b) of the MFMA when deahng w1th mstances of
fruitless and wasteful expenditure. Section 32 (2) MFMA No 56 of 2003 E

“Unauthorised, Irregular, fruitless and wasteful expendﬂule” States that

“a Municipality must recover unauthorised, ir regular ﬁ‘mﬂess and wasteﬂfl
expenditure from the person liable for such expendsz e unless the expendifure-
(a) In case of unauthorized expenditure. is . W T
(i} authorised in an adjustment budger or _ =
(71) Certified by the mumczpal Cozmczl aﬁei mvesrzganon by the council
commiifiee as ir recovei able and wr zﬁen oﬁ by Council; and
(b) In case of Irregular or frmﬂess and wasteful expenditure, is, after investigation

by a Council Commztree, cer-tzf ed by, the__counczl as irrecoverable and written off by

the Council. ”

3. PURPOSE OF THE REPORT
The pmpose of fhiis sumeSsuon is to report to Council on the results of the investigations
.*conducted on the 2016/17 unauthorised, irregular, fruitless and wasteful expenditure

W

4. BACKGROUND
Section 32 (2) of the Local Government Municipal Finance Management Act 56 of

2003 “Unauthorised, Irregular, fruitless and wasteful expenditure”. States that:

“a Municipality must recover unauthorised, irregular, fruitless and wasteful
expenditure from the person liable for such expenditure unless the expenditure-
(c) In case of unauthorized expenditure. is
(iii)authorised in an adjustment budget; or
(iv) Certified by the municipal Council, after investigation by the council
committee as irrecoverable and written off by Council; and
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(d) In case of Irregular or fruitless and wasteful expenditure, is, afier investigation by a
Council Commiltee, certified by the council as irrecoverable and wrilten off by the
Council.”

On the 31 of August 2017 Council resolved that the 2016/17 register of unauthorised,
irregular, fruitless and wasteful expenditure (UIF) be noted and referred for

investigation by MPAC as per Council Resolution No. A70 of 31/08/2017

5. SCOPE OF THE INVESTIGATION ,
The scope of the investigation will cover 2016/2017 UIF expendlture mcu:rred by the
municipality which are accumulated figures of unauthorized expendltule of '
R 32 399 991.00 {on page 7 of this report), uregulal expcndltule ofR 27725 931 91
and fruitless and wasteful expenditure of R 6 060 030. 05 ‘The scope of the UIF
investigation was established by the Councﬂ resolutlons number A70 of 31 August
2017. All relevant information from thg__open_mg bal_anq_f;s was scrutinized which is
covered by the investigation. '. E
It should be noted that de_:spité_._é dilig'eht, g;ffdrt 0_1;" our part to obtain all information and
documentation relevant to _(_:_oﬁéﬁc_:_t_ the iﬁi/_estig;ation, we cannot guarantee that such is
accurate. Therefor':e._:,. our _ op_inioﬂ "-'a_n_d: : conclusions may change should further
documentation .61' iﬁféiméifion be ‘obtained or made available to us that materially
impacts on: thls mveshgatlon
The scope of 0u1 mvest1gat10n was limited to an analysis of documentation, information
and data rnade obtamed It should further be noted that this report does not limit the
# zoveiall scope of this investigation and that GTM may extend the scope of this
investigation “in the event of further areas of concern and/or irregularities being

' .idt__antiﬁe_d;'

Scope limitation:
We were not able to interview former CFO, former Director Community Services and
former Municipal Manager as they are no longer employees of Greater Tzaneen

Municipality.
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6. METHODOLOGY
The procedures performed are based on the information and documentation made
available to us during the investigation. The conclusions and recommendations are
based on the information obtained through interviews with officials deemed relevant
for the investigation and scrutiny of documents obtained. Should further
documentation and/or information, previously not divulged to us for whatever reason
be made available to ourselves, our conclusions and inferences may change, and if

considered necessary, a supplementary report will be issued.
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10. CRITICAL ISSUES IDENTIFIED DURING INVESTIGATIONS

a) Non-termination of contracts by the municipality;

b) Long term expired contracts continue rendering services to the municipality;

¢} Overspending on budget by departments (led to unauthorized expenditure);

d) Supply chain processes in most instances ate not followed;

¢) There is poor contract management by user departments, some vendors providing
services to the municipality for more than 3years without advertising the bid;

f) Payment effected without proper documentation being attached (payment of
services paid using either registration forms, quotations or_p_rc_)—for}ha___invoices);

g) Quotation analysis not done by SCM Office; o '

h) Abuse of SCM Regulation 32;

i} Court matters takes time to be finalized;

j) Payments delayed due to cash flow problems;

11. RECOMMENDATIONS

a) Itis recommended that the Accounting Officer institute processes to recover money
from officials where there is transgression of the law;

b) Unauthorized expenditure be condoned (MFMA Sec 32 (2)(a)) on the basis that it is
mainly non-cash items, no loss was incurred by the municipality;

¢) The municipality to adhere to the SCM policy, Regulations and processes;

d) Budget and Tleasuly Ofﬁce (Office of the CFO) conduct awareness workshops on
SCM pohcy and Regulatmns to sensitize employees about SCM processes;

e) Consequence management be implemented on non-compliance;

i) Unautho_;_ized, 1_11jegular or fruitless and wasteful expenditure policy or procedure

.51- manual be devéléped'

g) .Momtmmg and evaluation be strengthened;

h) Contract management be strengthened, that is, each municipal department to develop
its own contract register;

i) Communication gap between SCM and user departments be strengthened;

i) Budget practices be strengthened, that is, availability of budget be monitored to avoid
unauthorized expenditure,

k) Payments to services provider not be effected where user department cannot produce

proper documentation,
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1) Services to be certified especially where municipal officials and political office bearer
attends workshops outside the jurisdiction of Tzaneen, That is submitting tax invoices
on return,

m) Unauthorized, irregular or fruitless and wasteful expenditure be reported to Council

on quarterly basis.

12. CONCLUSION

In terms of Section 32(2)(b) of the MFMA the irregular expenditure may only be written
off by Council, if after an investigation by Council committee, the irregular expenditure is
certified as irrecoverable. In term of Section 170 of the MFMA onlj'f".ﬁationa‘l Tféasg_}'y may
condone non-compliance with a regulation issued in terms "(:')f the MFMA zé)r a céndition
imposed by the Act itself. The municipal Council has ifﬂér_f__:fore hés:no :I:J_QWBI' in terms of
the MFMA to condone any act of non~comp1iancéiin termé of the MFMA or any of its
regulations. The treatment of expenditure assdciated_\ﬁ}ith non—cdmpliance is therefore the

responsibility of the Council.

The municipality can avoid unauthorised, im‘ééﬁlm‘ or fruitless and wasteful expenditure if
due processes and procedures ar.e_..jbeing fb]quéii.; The development of the policies such as
unauthorised, irregular, __fr_uiﬁés_s aﬁd.wastefql policy will be of the utmost importance.
Those charged with res}.)jb._nsibil_i_t.ies -sho.ﬂld_adhere to the policies, procedures and processes.
The Accounting Ofﬁ_c_:ef must set the tone at the top and introduce consequence

management for the traﬁ's gresédrg of the law and legislative prescripts.
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