





















































100.

101.

102.

103.

« Disciplinary or, when appropriate, criminal proceedings should commence against any
official who has allegedly committed an act of financial misconduct or an offence, as
required by section 62(1)(e) of the MFMA and in the manner prescribed by the
Municipal Regulations on Financial misconduct procedures and Criminal Proceedings.

» Appropriate action should be taken to ensure that interest is levied against all sundry
debtors in accordance with the municipality's credit control and debt collection policy as
required by section 64(2) (g) of the MFMA. This should include interest that was not
previously charged in accordance with the policy.

l issued a directive to the accounting officer to determine the amount of the financial loss
and recover such loss, or make progress with the recovery of the loss, from the responsible
person(s) by 15 May 2023. In addition, | notified the accounting officer of the following
remedial actions to address the material irregularity, which should have been implemented
by the same date:

* The investigation into the non-compliance with section 64(2)(g) of the Municipal
Finance Management Act, 2003 ("MFMA"} and Credit Contrc! and Debt Collection
policy must be completed to determine if any official might have committed an act of
financial misconduct or an offence in terms of Chapter 15 of the MFMA.

» Disciplinary proceedings must commence, without undue delay, against all officials who
have allegedly committed an act of financial misconduct or an offence, as required by
section 62(1)(e) of the MFMA and in the manner prescribed by the Municipal
Regulations on Financial Misconduct Procedures and Criminal Proceedings.

» If a senior manager of the municipality has allegedly committed an act of financial
misconduct, the accounting officer must report the allegation to the municipal council,
the Provincial Treasury and the National Treasury as required by regulation 3(1) of the
Municipal Regulations on Financial Misconduct Procedures and Criminal Proceedings.

On 13 May 2023, the accounting officer’s response with substantiating documentation on
the implementation of the remedial action was received. Further information was requested
on the actions implemented which were received on 14 July 2023 and 11 August 2023. |
evaluated the responses and substantiating documentation received. To implement the
remedial action, the municipality revised its credit control and debt collection policy to
provide for the charging of interest on outstanding sundry debtor accounts and
implemented the policy retrospectively by charging R133 million of interest to the sundry
debtors with outstanding balances.

A further request for information was issued on 15 November 2023 on the steps taken to
finalise the investigation into the non-compliance and to identify any responsible officials for
conseguence management. On 6 February 2024, a supplementary response was received
whereby the accounting officer indicated that the Group Audit and Risk department has
been requested on 22 November 2023 to appoint a service provider to investigate the non-
compliance and to identify any responsible officials. The appointment of the service
provider is in process.

I will follow up in my next audit on the outcome of the investigation and the additional
actions taken to implement the remedial action.
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122.

123.

124.

The accounting officer included the planiing of Rooiwal phase 1l in the integrated
developmentai plan of the municipality. The accounting officer had initiated section 33 of
the MFMA process, which was expected to be finalised by February 2023. Subsequently,
the accounting officer put the section 33 of the MFMA process on hold as the municipality
adopted a new approach to address issues at Rooiwal WWTW.

The process to complete the Rogiwal Phase 1 project will require a new consulting
engineering firm to be appointed. The scope of work for the appointment of the consulting
engineering firm to render professional services has been compiled. The preparation of
specification was expected to be finalised by March 2023; however, the accounting officer
has considered an alternative approach for the execution of Rooiwal Phase 1, and this will
be the appointment of an Implementing agent to oversee the execution of the project.

The accounting officer has taken the following actions to address the material irregularity:

» Ensured continuous repairs and maintenance of the machinery and equipment at the
Rooiwal WWTW.

» Service providers were appointed in August 2021 for the provision of water tanker
services to Hammanskraal residents affected by the water quality issues.

* Appointed a contractor for the phase | upgrade and refurbishment at the Rooiwal
WWTW. However, the contractor’s contract was terminated in July 2022 due to poor
performance.

* An early business case was submitted to Infrastructure South Africa in April 2023 and
the accounting officer is awaiting feedback.

» A total of R450 million has been allocated for Rooiwal WWTW Phase 1 project on the
2023-24 Medium Term Revenue and Expenditure Framework, with R150 million split
from 2023-24 to 2025-26 financial years. The allocated budget will be utilised for the
completion of the Rooiwal WWTW phase | upgrade and the execution of new upgrades
identified to improve the quality of the effluent discharged.

» A preliminary technical meeting between the municipality and the Development Bank of
Sauthern Africa (DBSA) took place in June 2023 to discuss the scope of works and
possible signing of memorandum of understanding for the execution of the project.

¢ A mayoral committee meeting took place in July 2023 to consider the appointment of
DBSA as the implementing agent. DBSA was appointed as an implementing agent in
September 2023 and a service level agreement between DBSA and the
municipality was finalised in October 2023

« DBSA appointed a general building turnkey contractor for the design and construction
of the Rooiwal WWTW in February 2024.

The following actions are in the process of implementation at the municipality:

» DBSA is in the process to appoint a professional service provider and mechanical
engineering turnkey contractor.
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153,

I recommended that the accounting officer should take the following actions to address the
material irregularity by 8 June 2022. The accounting officer failed to implement the below
recommendations:

» The non-compliance with section 65(2)(e) of the MFMA should be investigated to
determine if any official might have committed an act of financial misconduct or an
offence in terms of Chapter 15 of the MFMA.

« Any person(s) liable for the losses should be identified and appropriate action should
commence to recover the financial loss.

e Disciplinary or, when appropriate, criminal proceeding should commence against any
official who has allegedly committed an act of financial misconduct or an offence, as
required by section 62(1)(e) of the MFMA and in the manner prescribed by the
Municipal Regulations on Financial misconduct procedures and criminal proceedings.

[ issued a directive to the accounting officer to determine the amount of the financial loss
and recover such loss, or make progress with the recovery of the loss, from the responsible
person(s) by 1 November 2022. In addition, | notified the accounting officer of the following
remedial actions to address the material irregularity, which should be implemented by the
same date:

+ The investigation into the non-compliance with section 65(2)e) of the MFMA should be
completed to determine if any official might have committed an act of financial
misconduct or an offence in terms of Chapter 15 of the MFMA.

» Any person(s) liable for the losses should be identified and appropriate action should
commence to recover the financial loss.

e Disciplinary proceeding should commence, without undue delay, against any official
who has allegedly committed an act of financial misconduct or an offence, as required
by section 62(1)(e) of the MFMA and in the manner prescribed by the Municipal
Regulations on Financial Misconduct Procedures and Criminal Proceedings.

» If a senior manager of the municipality has allegedly committed an act of financial
misconduct, the accounting officer must repcrt the allegation to the municipal council,
the Provincial Treasury and the National Treasury as required by Regulation 3(1) of the
Municipal Regulations on Financial Misconduct Procedures and Criminal Proceedings.

+ |fit appears that the municipality suffered the financial loss through criminal acts or
possible criminal acts or omission, this must be reported to the South African Police
service, as required by section 32(6)(b) of the MFMA.

On 4 and 28 November 2022, the accounting officer’s responses and substantiating
documentation on the implementation of the remedial action were received. Additional
information that was required to finalise the assessment was received on 17 January 2023.

In implementing the remedial action, the accounting officer requested the Group Audit and
Risk Department to conduct an investigation into the non-compliance to identify any

responsible official(s) for consequence management. The investigation found that fruitless
and wasteful expenditure was incurred resulting from interest charged on arrear rental not















Compliance with legislation — selected legislative requirements

The selected legislative requirements are as follows:

Legislation

Sections or regulations

MFMA

Section 1 - Paragraph (a), (b) & (d) of the definition:
irregular expenditure

Section 1 - Definition; service delivery and budget
implementation plan

Sections 14(1), 14(2)(a), 14(2)(b}, 122(1), 122(2),
126(1)(a), 126(1)(b), 133(1)(a), 133(1)(c)(),
133(1)(c)(ii), MFMA 127(2), 127(5)(a)(i}, 127(5)(a)(ii),
129(1), 129(3), 683(1), 65(2)(e), 11(1), 65(2)(a),
65(2)(b), 87(8), 6B2(1)(d}, 29(1), 29(2)(b),
62(1)(1)(AX1), 62(1)(f)(iii), MFMA 62(1)(f)(ii),
82(1)(){(i), 64(2)(f), 84(2)(b), 64(2)(c}, B4(2)(9),
53(1)(e)i), 1, 72(1){a)(ii}, 24(2)(c)iv), 171(4){a),
171{4)(b), 32{2)(b), 170, 1 - paragraph (a), (b} & (d)
of the definition: irregular expenditure, 32(2),
32(2)(b}, 32{B){a), 32(7), 171(4)(a), 112(1)(j),
116(2)(b), 116(2)(c)(ii), 117

SCM Regulations

Regulations 5, 44, 46(2)(e), 46(2)(f, 12(1){c), 16(a),
17(2)& (c ), 17(a) & 17(b), 13(c), 43, 19(a) &({b),
36(1)(a), 12(3), 27(2)(a)&(e), 22{1)}(b) & 22(2),
28(1)(a)(i), 21(b}, 29(1) (a) & (b), 29(5)(a)(ii) & (b)(i),
SCM reg. 13{c), 43, 38(1) (c.), 38(1)(d)(ii) & (g)(iii),
38(1)(e.), 38(1)(g)(i), 38(1)(g)(ii), 32

Municipal budget and reporting regulation

Regulations 71(1), 71{2}, 72

Municipal investment regulation

Regulations 6, 7, 12(2), 12(3)

Dora Sections 16(1), 11(6}(b), 12(5), 16(3)

NEMWA Section 20(b)

Environmental Conservation Act {(ECA) Section 20(1)

National Water Act (NWA) Section 22(1)(b)

MSA Sections 56(a), 57(6)(a), 66(1)(a), 67(1)}{d), 57(2)}{a),

74(1), 96(b), 29(1)(b)(ii), 26(h), MSA 42, MSA 25(1),
25(1), 26(a), 26(c), 26(i), 41(1)(a), 43(2), 41(1)(b),
93B(a), 93B(b), 34(a) and 41(1)(c)(ii), 34(b), 38(a),
3(4)(b) and 15(1)(a)(ii), 3(5)(a), 3(6)(a), 3(3)

MSA schedule 1: Code of conduct for councillors
section 5(2), 7(1) & (2)

MSA schedule 2: Code of conduct for municipal staff
members section 5(1) and 5A(1) & {2).

SCM reg. 46(2)(e)

MSA schedule 1: Code of conduct for councillors
section 5(2), 7(1) & (2)




Legislation

Sections or regulations

MSA schedule 2: Code of conduct for municipai staff
members section 5(1) and 5A(1) & (2)

Municipal performance regulations for
municipal managers and managers directly
accountable to municipal managers

Regulations 2(3)(a), 4(4)(b), 8(3)

Regulations on appointment and conditions of
empioyment of senior managers

Regulations 17(2), 36(1)(a), 2{1){e)}, 2(3)Xa)

Municipal Property Rates Act

Section 3(1)

Municipal planning and performance
management regulations

Regulations 15(1)}(a)(i), 9(1)(a), 10(a), 12(1), 8, 7(1)

Financial misconduct regulations

Regulations 5(2), 5(3), 5(4), 6(8)(b), 10(1), 5(8), 8(4)

PRECCA

Section 34(1)

Disciplinary regulations for senior managers

Regulations 8(4) 5(8), 5(2), 5(3), 5(4)

PPR 2017 Regulations 8(5), 8(2), 9(1), 5(6), 5(7), 5(1) & 5(3),
6(8), 7(8), 10(1)&(2) & 11(1), 6(1) and 7{1)

PPR 2022 Regulations 4(1) and 5(1), 4(4) & 5{4)

PPPFA Sections 2{1){(a), 2{1)(a), 2(1)(f)




