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21 October 2022

TO: MMM Executive Mayor
MEC: Cooperative Governance and Traditional Affairs and Human Settlements

Auditor-General of South Africa in the Free State

REPORT TO COUNCIL ON IRREGULAR AND FRUITLESS AND WASTEFUL EXPENDITURE
IN TERMS OF THE MUNICIPAL FINANCIAL MANAGEMENT ACT SECTION 32 (4)

OBJECTIVE OF THE REPORT

The purpose of the report is to inform the Executive Mayor, the Free State MEC: Cooperative
Governance and Traditional Affairs and Human Settlements and the Auditor-General of South
Africa in the Free State in respect of Irregular and Fruitless and Wasteful Expenditure incurred by
the municipality in respect of the 2021/22 financial year and first quarter of the 2022/23 financial
year.

RELEVANT LEGISLATION

The following definitions are indicated in the Municipal Finance Management Act (hereafter
referred to as the “MFMA”):

“fruitless and wasteful expenditure’’ means expenditure that was made in vain and would have
been avoided had reasonable care been exercised.

“irregular expenditure”, in relation to a municipality or municipal entity, means—

(a) expenditure incurred by a municipality or municipal entity 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 or municipal entity in contravention of, or that is not in
accordance with, a requirement of the Municipal Systems Act, and which has not been
condoned in terms of that Act;

(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a
requirement of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or
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(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in
accordance with, a requirement of the supply chain management policy of the municipality or
entity or any of the municipality’s by-laws giving effect to such policy, and which has not been
condoned in terms of such policy or by-law, but excludes expenditure by a municipality which
falls within the definition of “unauthorised expenditure”;

Section 32 of the MFMA on Unauthorised, irregular or fruitless and wasteful expenditure stipulates
the following:

“32. (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

(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.

(2) A municipality must recover unauthorised, irregular or fruitless and wasteful expenditure
from the person liable for that expenditure unless the expenditure—

(a) in the case of unauthorised expenditure, is—

(i) authorised in an adjustments 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 the 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.

(3) If the accounting officer becomes aware that the council, the mayor or the executive
committee of the municipality, as the case may be, has taken a decision which, if implemented,
is likely to result in unauthorised, irregular or fruitless and wasteful expenditure, the accounting
officer is not liable for any ensuing unauthorised, irregular or fruitless and wasteful expenditure
provided that the accounting officer has informed the council, the mayor or the executive
committee, in writing, that the expenditure is likely to be unauthorised, irregular or fruitless and
wasteful expenditure.

(4) The accounting officer must promptly inform the mayor, the MEC for local government in the
province and the Auditor-General, in writing, of—

(a) any unauthorised, irregular or fruitless and wasteful expenditure incurred by the municipality;
(b) whether any person is responsible or under investigation for such unauthorised, irregular or
fruitless and wasteful expenditure; and

(c) the steps that have been taken—

(i) to recover or rectify such expenditure; and
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(ii) to prevent a recurrence of such expenditure.

(5) The writing off in terms of subsection (2) of any unauthorised, irregular or fruitless and
wasteful expenditure as irrecoverable, is no excuse in criminal or disciplinary proceedings
against a person charged with the commission of an offence or a breach of this Act relating to
such unauthorised, irregular or fruitless and wasteful expenditure.

(6) The accounting officer must report to the South African Police Service all cases of alleged—
(a) irregular expenditure that constitute a criminal offence; and

(b) theft and fraud that occurred in the municipality.

(7) The council of a municipality must take all reasonable steps to ensure that all cases referred
to in subsection (6) are reported to the South African Police Service if

(a) the charge is against the accounting officer; or

(b) the accounting officer fails to comply with that subsection.

(8) The Minister, acting with the concurrence of the Cabinet member responsible for local
government, may regulate the application of this section by regulation in terms of section 168.”

DISCUSSION

As per the prescripts of MFMA Section 32 (4), the following Irregular and Fruitless and Wasteful
Expenditure have been incurred during the 2021/22 financial year as summarised below:

Irregular Expenditure:

Cases identified in the 2021/22 financial year include those listed below:

DESCRIPTION AMOUNT
Non-compliance with SCM processes R 60 655 287
Overpayment of Councillors R 24 228
Contracts declared as irregular expenditure in the prior year R 19439770
Total Irregular Expenditure R 80 119 285

Please refer to Annexure A for a full list of Irregular Expenditure incurred during the financial year.

Fruitless and Wasteful Expenditure:

Cases identified in the 2021/22 financial year include those listed below:

DESCRIPTION AMOUNT
Interest paid to The Auditor General due to late payments R 135 167
Interest paid to Eskom SOC Ltd due to late payments R 114 783
Interest paid to the Provincial Department of Police, Roads and R 66 001

Transport due to late Payment _ ]
| Interest paid to Modderrivier Kalkveld WGV due to late payments R 36 868 ,
Interest paid to Telkom SA Ltd due to late payments R 225 747 ]
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Interest paid to the SABC due to late payments R 636
Expenditure incurred relating to the Mangaung Metro Police R 4 543 030
Department B
Interest due to various court orders 'R 1609439

| Overpayment of councillors’ allowances R 24 228
Total Fruitless and Wasteful Expenditure - R 6 755 899

No steps have been taken to investigate any person or to recover the expenditure yet. The
information will be submitted to MPAC as soon as the Auditor-General have completed their audit
for the 2021/22 financial year for their consideration and possible investigation.

As per the prescripts of MFMA Section 32 (4), the following Irregular and Fruitless and Wasteful
Expenditure have been incurred during the first quarter of 2022/23 financial year as summarised

below:

Irreqular Expenditure:

Cases identified in the first quarter of 2022/23 financial year include those listed below:

| DESCRIPTION AMOUNT
Non-compliance with SCM processes R 88 022 335
Total Irregular Expenditure R 88 022 335

Please refer to Annexure B for a full list of Irregular Expenditure incurred during the first quarter
of the 2022/23 financial year.

Fruitless and Wasteful Expenditure:

Cases identified in the first quarter of 2022/23 financial year include those listed below:

DESCRIPTION AMOUNT
Interest paid to Eskom SOC Ltd due to late payments R 4 255
Interest paid to the Provincial Department of Police, Roads and R 89 498

Transport due to late Payment
Interest paid to Modderrivier Kalkveld WGV due to late payments R 1976

Interest paid to Telkom SA Ltd due to late payments R 117
| Interest due to various court orders R 581 848
| Total Fruitless and Wasteful Expenditure R 677 694

No steps have been taken to investigate any person or to recover the expenditure yet. The
information will be submitted to MPAC as soon as possible.
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FINANCIAL IMPLICATIONS

The total expenditure noted as fruitless and wasteful and irregular amounts to R 175 575 213 in

terms of MFMA section 32.

RECOMMENDATION

It is recommended that:

(a) The irregular expenditure and fruitless and wasteful expenditure incurred as indicated in
the report is noted as required in terms of MFMA section 32 (4).
(b) The total irregular and fruitless and wasteful expenditure reported amounts to R

175 575 213.

(c) All irregular expenditure and fruitless and wasteful expenditure be submitted to MPAC as
soon as the Auditor-General of South Africa have finalised the audit for the 2021/22
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