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PRESENTATION TO THE PORTFOLIO COMMITTEE 
ON MINERAL RESOURCES  & ENERGY

CONSEQUENCE MANAGEMENT PROCESSES WITHIN 
DMRE & ITS ENTITIES

31 AUGUST  2021



OUTLINE
1. Introduction

2. DMRE’s Update on investigations and consequence management

• Solar Water Heaters

• Irregular expenditure - subsistence and travelling costs

• Strategic Fuel Fund Forensic Investigations on Strategic Stock (implicated DMRE Official (s)

3. Overview of SOEs Forensic Investigations

• Central Energy Fund (CEF) Group

• National (NECSA) Group

• Mine Health and Safety Council (MHSC)

• National Energy Regulator of South Africa (NERSA)

• South African Diamond & Precious Metals Regulator (SADPMR)

• MINTEK

• National Nuclear Regulator (NNR)

• Council for Geoscience (CGS)
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INTRODUCTION AND OVERVIEW

• In the period under review, the Department did not conduct any forensic investigations in the
identified three regionals offices (Mpumalanga, Limpopo and North-West ).

• Progress update in respect of the following investigations undertaken in the department will be 
provided:

• Solar Water Heater project;

• Irregular expenditure incurred on subsistence and travelling costs; and

• DMRE’s officials implicated in the Strategic Fuel Fund’s investigation.

• Update on SOEs forensic investigations will be provided as well.

• The department can assure the committee that the department and its SOEs have policies, 
procedures, systems and governance structures in place to ensure that officials who have been 
implicated in any wrongdoing face consequences.

• Our internal controls and guidelines are continuously reviewed and strengthened to ensure 
accountability.
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DMRE’S INVESTIGATIONS AND CONSEQUENCE MANAGEMENT

Solar Water Heaters

• Following Cabinet’s decision to refer the investigation on the delay in the implementation of

the Solar Water Heaters Programme to National Treasury, a service provider was appointed in

March 2021.

• This investigation is at an advance stage and is ongoing.

• It is envisaged that this investigation will be finalised at the end of October 2021.
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DMRE’S INVESTIGATIONS AND CONSEQUENCE MANAGEMENT
Matter relating to irregular expenditure

• Following an anonymous letter alleging that Mr Madubane obtained his Mining Inspector

Certificate in an improper manner, the Director General instructed that an investigation be

conducted by the Audit Services.

• The Audit Services the found that the manner in which Mr Madubane obtained his Mine

manager’s certificate of competency was irregular and his certificate was withdrawn.

• Further consequent management was to re-deployed Mr Madubane to the position of Rock

Engineer within the Mine Health and Safety Inspectorate at the Head Office.

• He was dissatisfied with the outcome and took the matter to the High Court, where it was held

that the decision taken by the Minister suffered from certain procedural defects in that Mr

Madubane was not allowed an opportunity to respond to the Audit Services report.

6



DMRE’S INVESTIGATIONS AND CONSEQUENCE MANAGEMENT

Matter relating to irregular expenditure

• Further advice on how to proceed with the matter was sought from the State Attorney.

• The State Attorney duly considered the representations of Mr Madubane and advised that a de

novo investigation should be commenced with.

• Internal Audit is of the view that an investigation de novo on a matter which had already been

concluded, may pose serious challenges and lead to the same finding.
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DMRE’S INVESTIGATIONS AND CONSEQUENCE MANAGEMENT

Strategic Fuel Fund’s Forensic Investigations

Related to implicated DMRE’s Official (s) on the Strategic Fuel Fund’s Forensic Investigations on

the sale of Strategic Stocks, the Department has briefed the Office of the State Attorney to

appoint a Senior Counsel.

• This matter is still on-going and the disciplinary process will be concluded no later than the end

of November 2021.
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SOEs FORENSIC INVESTIGATIONS



OVERVIEW OF SOE’S FORENSIC INVESTIGATIONS 

• Out of the 11 entities reporting to the Department of Mineral Resources and Energy, only the

CEF Group, NECSA, MHSC, SADPMR and NERSA conducted forensic investigations into

allegations of fraud, corruption and maladministration.

• The rest of the entities did not institute any forensic investigations as the misconduct cases they

dealt with primarily related to the flouting of internal human resources processes and

requirements.

• Some of the forensic initiatives have progressed significantly with the support of expert 3rd

parties

• We continue to work very closely with various law enforcement agencies to bring perpetrators

to book.
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CEF’S FORENSIC INVESTIGATIONS 
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AEMFC’S FORENSIC INVESTIGATIONS 
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PETROSA’S FORENSIC INVESTIGATIONS 
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Project Ikhwezi
External consults & investigations – Management & Board (1)

Mar 2011

May 2012

Jul 2012

Mar 2013

Jun 2013

Jun 2015
KPMG Drilling

Independent assessment of 

Ikhwezi; review of packages 

and project team’s actions 

critical to meet first gas.

• Contract award to drilling 

contractor, given technical & 

commercial considerations 

was appropriate

• Commercial terms and 

conditions, including the 

exclusion of damages for late 

delivery were appropriate 

given drilling contractor’s 

commitments prior to PetroSA 

contract.

• Project implementation was 

condensed following Board 

request to improve capital 

estimates by requesting bids 

prior to overall approval 

(stated differently – the project 

schedule was not updated 

given the additional 

governance requirements at 

start of project)

• The drilling rig arrival forecast 

is reasonable

• There is significant risk that 

first gas date of 22 June 2013 

will not be met

ERM RISK review

Provide Assurances that no 

critical risks have been 

overlooked

• PetroSA risk management 

process adopted for the F-O 

development have adequately 

captured significant project 

risks. 

• Improvements recommended

• No likelihood of significant 

breach of PetroSA risk 

appetite identified

KPMG Governance

Review Project Governance 

as project moves into 

execution.

• Deficiencies in governance 

structures identified compared 

to best practice

• Comments on changes in 

Project Structure and 

personnel changes.

DNV Risk Review

Review Project Governance 

as project moves into 

execution.

• PetroSA conducted 

comprehensive risk 

management to deliver 

extensive, still-relevant risk 

baseline

• Risk Management team’s 

methodology, whilst qualitative 

provides good basis for 

communicating and rating 

capital projects’ risks

• Recommendations for 

improvements made include 

moving to quantitative and 

probabilistic risk management 

practices

Evaluate Ikhwezi’s project 

performance against 

industry benchmarks

• Project did not meet FID 

business objectives

• Project was established with 

less than average practices

• (up-front) Reservoir 

performance appraisal 

insufficient

• Three contractual changes 

made post FID “by 

management” undermined 

key elements of project 

definition and negatively 

impacted schedule

• High turnover in project, 

executive and board level 

personnel resulted in loss of 

accountability for the 

business case.

• Inadequate project status 

reporting initially. 

• Observation that inadequate 

attention was given to risk 

department’s reporting to 

governance structures. 

“Seen as bearers of bad 

news”

IPA project review

SNG 2

Review of contracts entered 

into between PetroSA and 

KBR.

• The fact that the tender was not 

awarded to KBR appears to be 

irregular.

• The difference between the 

(anticipated) KBR costs and the 

incurred costs with Petrofac is 

deemed fruitless and wasteful 

expenditure.

(This contract dealt with the 

modifications required for the F-A 

platform to receive gas from the 

development (Ikhwezi).  The 

original selection of KBR by the 

project team was based on the 

EPCM model.  This 

recommendation was overturned 

and awarded to Petrofac and 

became a PetroSA managed 

contract). Actual was >250% of 

budget in the end. )

Scope: Governance/Risk

Scope: Project management

Scope: Governance/Risk

Scope: Governance/Risk

Scope: Forensic

Scope : Project Management
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External Consultations & Investigations – Management & Board (2)

Mar 2011

Jun 2015

2015 / 16

Apr 2016
Jun 2015

GFIA

Decision to continue drilling FO-

12 pilot well

• All the decisions relating to the

drilling of the Pilot Well FO12 were

approved at the Ikhwezi Steering

Committee and EXCO utilising “sunk

and termination” cost.

• There is no single individual

responsible for the decision to

proceed with the drilling of the F-

O12 pilot well.

• The expenditure incurred in the

drilling of the F-O12 pilot well had

been duly authorised by the Board

as part of the Revised Budget

approved in February 2014.

• Management has not exceeded the

approved Revised Budget

• GFIA cannot conclude that any of

the expenditure incurred in the

drilling of the F-O12 pilot well was

not appropriately approved.

IPA: 4th well (F-

O12) approvals

Review of 8 May 2015 submission to

Board Ad-Hoc Committee to

suspend F-O12 development well

• PetroSA needs to focus on levels

of responsibility and determine

who is accountable for decisions

• The drilling, completion and tie-in

of the F-O12 well was not

competitive on a $/BOE basis

• NPV calculations submitted are

“directionally in-line”

• While macro drivers are

important, e.g. oil price, X-rate

etc., better understanding the

implications of schedule slip, cost

growth, lower production etc. will

enable more informed decisions

SNG
Investigation into PetroSA

performance for FY2015 and the

R14.5 billion impairment charge.

The reports prepared for PetroSA for

purposes of this investigation are

protected by legal privilege as the

reports contain sensitive information.

The information provided in the

document issued to the Board of

Directors should be treated as

confidential and with the sensitivity that

it requires.

Amicable termination of the CEO &

CFO’s contracts of employment and

reinstatement of VP Upstream followed.

Scope: Project Management

Scope: Forensic

Scope: Forensic

Scope: Project Management

IPA project review (2)

Evaluate Ikhwezi’s project 

performance against industry 

benchmarks

• Project did not meet its business 

objectives

• Recoverable volumes from three 

wells 46 Bcf

• Forecasted expenditure $1270 

million

• First Gas slipped 21 months

• Peak production planned 140 but 

peaked at 78 MMscf.

PetroSA Board 

Suspension of GCEO, 

GCGO  & VP:NVU (acting)

Current

• Investigations related to payments 

are ongoing with the Hawks, that 

which includes affidavits and 

information provided as it is being 

requested 
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SFF: FORENSIC INVESTIGATIONS 
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SFF: ENVIROSHORE FORENSIC INVESTIGATION 
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SFF: LINE PETROLEUM FORENSIC INVESTIGATION 
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NECSA’S FORENSIC INVESTIGATIONS 
ITEM DESCRIPTION OFFICIAL / 

SUPPLIER

CONSEQUENCE 

MANAGEMENT

STATUS OF 

THE 

HEARING

COMMENTS

1. Pelchem Managing Director reported a case of fruitless and

wasteful expenditure. Pelchem received a disclaimer audit

opinion from the audit conducted by the office of the Auditor

General for the 2019/20 financial year. The basis for the

disclaimer included among others matters, an irregular

expenditure which has accumulated in expenditure over

years, non-adherence to National Treasury

Guidelines/Regulations, the internal procurement and

finance policies and lack of consequence against the officials

who made and permitted irregular expenditure, and fruitless

and wasteful expenditure.

Pelchem 

Manageme

nt

To be 

determined at 

the conclusion 

of investigation 

Investigation 

expected to 

be finalised 

by 31 

September 

2021

The total cost 

of fruitless and 

wasteful 

expenditure to 

be quantified 

at the end of 

the 

investigation
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NECSA’S FORENSIC INVESTIGATIONS 
ITEM DESCRIPTION OFFICIAL / 

SUPPLIER
CONSEQUENCE 
MANAGEMENT

STATUS OF THE 
HEARING

COMMENTS

2. A whistle blower reported that NTP
employee awarded a two year
contract to a contractor without
following due procurement
process.

NTP Employee To be determined
at the conclusion
of investigation

Investigation
expected to be
finalised by 31
September
2021

The total cost loss to
be quantified at the
end of the
investigation

3. Internal audit reported that the
Supply Chain Management
Procedure and Preferential
Procurement Process were not
followed in the appointment of
service provider.

NECSA
Management

To be determined
at the conclusion
of investigation

Investigation
expected to be
finalised by 31
September
2021

The contract under
investigation is
estimated at R27
million

4. Internal audit reported that the
Supply Chain Management
Procedure and Preferential
Procurement Process were not
followed. The contract expired and
was not extended.

NECSA
Management

To be determined
at the conclusion
of investigation

Investigation
expected to be
finalised by 31
September
2021

The contract under
investigation is
estimated at R17,5
million
.
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MINE HEALTH & SAFETY COUNCIL’S  FORENSIC INVESTIGATIONS 
ITEM DESCRIPTION OFFICIAL / 

SUPPLIER
CONSEQUENCE 
MANAGEMENT

STATUS OF THE 
HEARING

COMMENTS

1. Investigation on misconduct
committed during
procurement of services
relating to climate survey.

Former CEO Disciplinary
hearing.

Disciplinary hearing is
finalized and the matter
was reported to the Law
enforcement.

During the disciplinary
hearing the former CEO took
the Council to CCMA for
unlawful suspension and
termination of his contract of
employment. The CCMA case
is pending

2. Investigation on misconduct
committed during
procurement of services
relating to climate survey.

PA to the
former CEO

Disciplinary
hearing.

Disciplinary hearing is
finalized and the matter
was reported to the Law
enforcement.

After finalization of the
hearing, the PA to the former
CEO took the matter to CCMA
and is still pending.

3. Investigation into allegations
that the ARC Chairperson did
not disclose pending
criminal charges of fraud and
corruption.

Former Audit
and Risk
Committee
(ARC)
Chairperson

Matter was
reported to the
National Treasury,
relevant Institutes
and Associations,
attaching the
Investigation
report.

Finalized Her contract expired during
the consequence
management process.
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NERSA FORENSIC INVESTIGATIONS & CONSEQUENCE 
MANAGEMENT RELATING TO STAFF, MANAGEMENT & SUPPLIERS
ITEM DESCRIPTION OFFICIAL / 

SUPPLIER
CONSEQUENCE 
MANAGEMENT

STATUS OF THE 
HEARING

COMMENTS

1. Investigation into 
allegations that the 
CEO conspired with 
employees to 
increase his salary. 
Unilateral approval 
of 34 REIPP 
generation licences 
in contravention of 
sections 8 and 9 of 
the NERSA Act.

Former CEO Disciplinary hearing. Settlement 
agreement at the 
instance of the CEO.  

Termination of services 
effected on 27 August 2020. 
The CFO who was implicated 
was resigned prior to the 
conclusion of the investigation 
into the allegations.
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Thank you
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