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1. Introduction 

1.1 Reputation promise of the Auditor-General of South Africa 

The Auditor-General has a constitutional mandate and, as the Supreme Audit Institution 

(SAI) of South Africa, it exists to strengthen our country’s democracy by enabling oversight, 

accountability and governance in the public sector through auditing, thereby building 

public confidence. 

 

1.2 Purpose of document  

The purpose of this briefing document is for the Auditor-General of South Africa (AGSA) to 

provide an overview of the audit outcomes and other findings in respect of Eskom for the 

2020/21 financial year.  

 

1.3 Organisational structure  
 

At the time of our reporting, Eskom was made up of 14 divisions with various functions as 

illustrated below. 

 

 
 

 

Furthermore, it has subsidiaries as illustrated below.
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1.4 Funding  

 

Eskom only secured R18.9 billion (2020: R50.9 billion) in terms of its borrowing programme 

for the current year. Delays in receiving government guarantees and limitation of foreign 

borrowing limit resulted in planned funding being postponed to 2022. Despite the 

postponement of funding, Eskom was able to navigate liquidity requirements through 

effective cost management and deferral of capital expenditure. 

The committed and drawn-down funding against the government guarantee of R350 

billion for 2021 was R304.5 billion (2020: R324.2 billion), with R45.5 billion available for 

further use. 

The debt repayment profile of existing debt is pressured over the short and medium term, 

with debt repayments of R152 billion and interest repayments of R125 billion over the next 

five years. These redemptions and interest payments can only be met with government 

support combined with cost-reflective tariffs. 

The primary focus of the borrowing programme over the next five years is to secure cost-

effective funding and reduce Eskom’s debt burden.  

The new five-year borrowing programme has decreased by R16.6 billion to R105.3 billion 

when compared to the previous five-year period, reflecting Eskom’s intention to limit 

growth in debt securities and borrowings as well as related debt service costs. 

The sustainability of Eskom’s liquidity position and medium-term ability to raise funds 

remains at risk.  

The successful execution of the funding plan is contingent on fair regulatory tariffs, 

improved investor confidence, additional government support and the ability to improve 

the balance sheet by effectively reducing current debt levels. South Africa’s credit rating 

downgrade, the lack of diversification of funding sources and increased financing costs 

due to the current financial environment are constraints that pose a threat to the 

effective execution of the programme.  

 

2. Audit opinion history 

The audit of Eskom group for the year ended 31 March 2021 was conducted by SNG-Grant 

Thornton as the appointed auditors, with the AGSA overseeing the audit and reviewing 

the audit work on high risk areas. 

The audit outcomes for the current period and the past 3 years have been summarised 

below: 

 

DESCRIPTION 17-18 18-19 19-20 20-21 

Audit opinions Q Q Q Q 

Areas of modification    

Irregular expenditure 
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DESCRIPTION 17-18 18-19 19-20 20-21 

Fruitless and wasteful expenditure 
   

Other findings 
   

Compliance with legislation 
   

Material misstatements in the submitted financial 

statements 

   

Expenditure management 
   

Procurement and contract management 
   

Consequence management 
   

Revenue management 
   

Audit of predetermined objectives 
   

Material findings on usefulness and reliability of 

reported performance information 

   

 

AUDIT OPINION 

C Unqualified with no findings 

U Unqualified with findings 

Q Qualified with findings 

A Adverse with findings 

D Disclaimed with findings 

 

 

3. Overview of the audit outcomes 
 

Audit of financial statements 

 The audit outcome of Eskom in the current audit year has remained stagnant with a 

qualification on the completeness and accuracy of the irregular expenditure disclosure. 

This follows five financial years of a stagnant position of “qualified audit opinion with 

findings”.   

 

Audit of performance information 

 No material findings reported on the usefulness and reliability of the reported performance 
information for the selected key performance area:  

o Deliver capital expansion 
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Material findings on compliance with applicable legislation 

  

Compliance focus 

area 

Material findings 

Annual financial 

statements 

 Financial statement submitted for audit contained material 

misstatements which were subsequently corrected with exception of 

irregular expenditure disclosure note. 

Expenditure 

management 

 Effective and appropriate steps were not taken to prevent irregular 

expenditure. 

 Effective and appropriate steps were not taken to prevent fruitless 

and wasteful expenditure. 

Revenue 

management 

 Effective and appropriate steps were not taken to collect all revenue 

due 

Procurement and 

contract 

management 

Availability of records to support procurement activities is a matter that 

requires intervention at Eskom. Most of the transactions selected for 

auditing could not be tested as information was not submitted. This 

resulted in the following material limitations of scope 

 Insufficient appropriate audit evidence that awards to suppliers on 

established panels were in accordance with legislative requirements, 

as proper record keeping of such awards were not maintained. Similar 

limitations were also reported in the prior year. 

 Insufficient appropriate audit evidence that goods, works and services 

were procured through a procurement process which is fair, 

equitable, transparent, competitive and cost-effective, as required by 

section 51(1)(a)(iii) of the PFMA. A non-compliance paragraph was 

reported in the prior year. 

 Insufficient appropriate audit evidence that contracts and quotations 

were awarded in accordance with the Preferential Procurement 

Policy Framework Act and the Preferential Procurement Regulations. 

Non-compliance paragraphs were also reported in the prior year 

 Insufficient appropriate audit evidence that construction contracts 

were awarded to contractors that were registered with the 

Construction Industry Development Board. Similar limitation was also 

reported in the prior year. 

 Insufficient appropriate audit evidence that commodities designated 

by the Department of Trade and Industry for local content and 

production were only procured from suppliers who met the prescribed 

minimum threshold for local production and content. Similar limitation 

was also reported in the prior year. 

 Insufficient appropriate audit evidence that some of the awards 

made, for the supply of COVID 19 related Personal Protective 

Equipment, were in accordance with the requirements of the 

applicable National Treasury Instruction note. 



 

 

2020-21 

7 

 

Compliance focus 

area 

Material findings 

Consequence 

management 

Efforts to drive accountability and consequence managements are 

hampered by lack of audit evidence to support the steps taken to ensure 

consequence management. As a result, the following limitations of scope 

were reported:  

 Insufficient appropriate audit evidence that appropriate disciplinary 

steps were taken against officials who had incurred irregular- and 

fruitless and wasteful expenditure. This was because investigations into 

some instances of irregular and fruitless and wasteful expenditure 

were not performed. 

 Insufficient appropriate audit evidence that allegations of financial 

misconduct against persons in service of the entity were investigated. 

This was due to proper and complete records that were not 

maintained as evidence to support the investigations into allegations 

of financial misconduct committed by persons in service of the entity. 

A similar limitation was also reported in prior year. 

 Insufficient appropriate audit evidence that allegations of theft / fraud 

/ extortion / forgery / uttering a forged document which exceeded 

R100 000 were reported to the SAPS, as required by section 34(1) of 

the PRECCA. A similar limitation was also reported in prior year. 

  

 

4. Irregular, Fruitless and Wasteful expenditure 

 

(a) Irregular expenditure: 

 2021 

R ’million 

2020 

R ’million 

 Opening balance 36 259 22 111 

 Irregular expenditure incurred 11 663 14 370* 

 Less: Irregular expenditure condoned (9 532) (72) 

 Less: Irregular expenditure recovered (1 176) (150) 

 Closing balance 37 214 36 259 

*Irregular expenditure incurred in prior year was  restated by an increase of R3 billion to R14 

billion. This was as a result of fuel oil contract that was inappropriately procured through 

the emergency procurement process in the prior year but was only confirmed as irregular 

expenditure in the current year. An additional R1 251 million was incurred relating to this 

matter in the current year.  
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Year-on-year comparison, there is a reduction on irregular expenditure reported. However, 

the disclosed irregular expenditure is not complete and accurate, as described in the basis 

of qualified opinion.  

The irregular expenditure was mostly as a result of contravention of supply chain 

management prescripts. The current year irregular expenditure consisted mostly of the 

following: 

 Use of sole source. (R2 billion) 

 Incorrect classification as emergency procurement. (R1.3 billion) 

 Tender processes not adhered to and insufficient delegation of authority. (R3.9 

billion) 

 Preferential Procurement Framework Act. (R1.3 billion) 

 Breach of more than one commercial requirement (R1.5 billion) 

 

(b) Fruitless and wasteful expenditure:  

 2021 

R ’million 

2020 

R ’million 

 Opening balance 3 193 864 

 Fruitless and wasteful expenditure incurred 1 288 2 332* 

 Less: F&W expenditure recovered - (2) 

 Less: F&W expenditure removed (4) (1) 

 Closing balance 4 477 3 193 

 

*The fruitless and wasteful expenditure incurred in prior year was restated by R328 million 

for an amount that should have been reported previously. 

Fruitless and wasteful expenditure incurred in current year amounted to R1,280 billion. This 

relates to an overpayments of R1 280 million relating to a fuel oil contract. Eskom is pursuing 

recovery through civil proceedings. 

 

5. Reportable irregularities  

In accordance with our responsibilities in terms of sections 44(2) and 44(3) of the Auditing 

Profession Act, we report that we have identified reportable irregularities in terms of the 

Auditing Profession Act. We have reported such matters to the Independent Regulatory 

Board for Auditors.  

Below is a list of the reportable irregularities at 31 March 2021. The steps taken by Eskom, 

together with the status of each reportable irregularity are outlined in detail in note 53 to 

Eskom’s consolidated and separate financial statements. 
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# Description 

 Reported as at 31 March 2017 

1 There were allegations that an early retirement agreement between Eskom and the former 

GCE (B Molefe) was irregular 

 Reported as at 20 September 2017 

2 A parliamentary inquiry was held into perceived maladministration, governance and 

procurement issues at Eskom. Certain representations made by previous and 

current directors and officials indicated that there could have been a breach of fiduciary 

duties in terms of the requirements of the 

Companies Act 

3 The subcontracting of Trillian Management Consultancy (Trillian) by McKinsey did not follow 

the correct procurement process.  

A further issue relating to this matter was raised on 31 March 2018 where the former chief 

procurement officer (CPO) (E Mabelane), former group executive (GE): group capital (A 

Masango), former acting GE: group capital (P Govender) and former company secretary 

(CS) (S Daniels) approved payments to Trillian without the existence of a contract thereby 

breaching their fiduciary 

Duties 

4 The former CFO (A Singh) approved a guarantee on behalf of Eskom to Tegeta Exploration 

and Resources (Pty) Ltd in December 2015 in contravention of the PFMA without proper 

delegation of authority 

 Reported as at 31 March 2018 

5 There were allegations that the former CFO (A Singh) and former interim GCE (S Maritz) 

breached their fiduciary duties by contractually and financially binding Eskom to a 

facilitation fee with Huarong Asset Financing (Huarong) 

6 There were allegations that Eskom incorrectly procured services from Bizz Tracers (Pty) Ltd 

through the sole source supplier process 

Subsequent to 31 March 2018, further suppliers were identified where services were 

incorrectly procured through the sole source supplier process 

 Reported as at 30 September 2018 

7 Legal fees were paid on behalf of certain former board members that were not directly 

related to their roles as directors of Eskom. 

 Reported as at 31 March 2019 

8 There was non-compliance in terms of the B-BBEE Act as Eskom’s compliance report and 

annual financial statements were not submitted timeously as required 
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# Description 

Eskom did not apply the relevant code of good practice in terms of the B-BBEE Act when 

evaluating a request for proposal and in the award made to Dongfang Electrical 

Corporation Limited (Dongfang) 

 Reported as at 31 March 2020 

9 The former interim executive chairman and acting GCE (JA Mabuza) had an interest in 

supplier IDS Industry Service, through his alleged niece (NZ Mabuza), which was not 

declared. 

10 Certain minutes of the board and its subcommittees were not signed as evidence of 

approval. 

certain resolutions purported to have been made at previous meetings could not be found 

in the minutes of meetings 

11 The underlying irregular expenditure register used to disclose irregular expenditure as part 

of the annual financial statements, per the requirements of the PFMA section 55(2)(b)(i), 

was not complete and accurate 

 Reported as at 31March 2021 

12 A contract was awarded to Econ Oil & Energy (Pty) Ltd (Econ Oil) by the board, at the 

recommendation of the former CPO, after irregularities in a previous contract with the 

supplier was discovered thereby breaching their fiduciary duties. 

13 A fixed term contractor’s contract was extended for more than two terms, which is in 

contravention of Eskom’s procedures, thereby breaching fiduciary duties 

14 Eskom failed to effect corrective action for identified non-compliance to the National 

Environment Management Act (NEMA) thereby breaching fiduciary duties 

 

6. Summary of key internal controls deficiencies  

The matters reported below are limited to the significant internal control deficiencies that 

resulted in the basis for the qualified opinion and the findings on compliance with 

legislation included in this report. 

 The accounting authority did not exercise adequate oversight responsibility regarding 

compliance with applicable legislation and related internal controls that resulted in the 

lack of proper procurement and contract management processes as well as effective 

consequence management practices. Action plans developed to address internal 

control deficiencies were not, in all instances, adequate. 

 As part of exercising its oversight responsibility regarding compliance with applicable 

legislation and related internal controls, the accounting authority is in progress of 

developing action plans to address the internal control deficiencies. As the actions 

plans have not yet been implemented fully, we identified instances of non-compliance 

with applicable legislation and related internal controls that resulted in the lack of 
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proper procurement and contract management processes as well as effective 

consequence management practices. 

 Management is in progress of establishing and communicating adequate policies and 

procedures, to enable and support the understanding and execution of internal 

control objectives, processes and responsibilities pertaining to the Electronic 

Documentation Management System. While there is some progress made, we 

identified instances where adequate policies and procedures in this regard were not 

yet established and communicated. 

 Management is in progress of implementing proper record keeping in a timely manner 

to ensure that complete, relevant and accurate information is accessible and 

available to support the reporting of irregular expenditure. While there is some progress 

made, we identified instances where proper record keeping to ensure complete, 

relevant and accurate information is accessible and available to support reporting on 

irregular expenditure was not yet implemented. 

 

……………………………………………………..END…………………………………………………………… 


