MEMORANDUM
TO
:
Mr Gab Mampone



Acting Group Chief Executive: SABC

Cc
:
Mr I. Vadi 


Chairman: Portfolio Committee on Communication Officer

Cc
:
General Siphiwe Nyanda



Minister of Communications

From
:
Communications Workers Union & Mwasa
Date
:
29 June 2009

Subject:
RESPONSE TO THE OFFER 
Dear Gab

In view of the offer you articulated at the Rediffusion, Friday, 19 June 2009 we hereby respond in the following manner:
1. We are prepared to conditionally consider taking a serious offer to members. Because we have serious concerns about the manner in which money has been wasted with impunity, and in order to be transparent in what distresses us most, we list here some of our concerns.  We require that - with immediate effect – an independent forensic audit, as well as independent management business practice audit, be started.  
2. Only once we are assured of a transparent, secure and effective forensic team in place, for our members to disclose to, will we feel free to take your suggestion of staff accepting the reduction you are asking us to consider.  

3. We demand full accountability and complete answers from the SABC Board and management on the way that the SABC has been mismanaged, bringing it to the point of collapse – which endangers all of our livelihoods.
4. In this memorandum we list the concerns which we believe should be investigated in terms of the Public Finance Management Act (PFMA) and the Prevention and Combating of Corrupt Activities Act 12 of 2004 (PCCA).  Sufficient information has been included to enable the SABC Board to institute preliminary investigations.
5. Prior to listing our concerns, we want to refer to the Board’s duties and responsibilities in terms of current legislation.

THE PFMA AND THE SABC BOARD’S DUTIES
6. The PFMA defines ‘fruitless and wasteful expenditure’ as expenditure which was made in vain and would have been avoided had reasonable care been exercised.  It further defines ‘irregular expenditure’ as expenditure incurred in contravention with applicable legislation; while ‘unauthorised expenditure’ is defined as overspending on a vote, or spending not in accordance with the purpose of a vote.

7. Section 50 of the PFMA deals with the fiduciary duties of the Board of the SABC, and requires the Board to ‘act with fidelity, honesty and integrity and in the best interests of the public entity in managing the financial affairs of the public entity’.
8. In terms of Section 51(1)(b) of the PFMA, it is part of the Board’s responsibilities to take effective and appropriate steps to ‘prevent irregular expenditure, fruitless and wasteful expenditure, losses resulting from criminal conduct and expenditure not complying with the operational policies of the public entity’.
9. Section 51(1)(e) requires the Board to take effective and appropriate disciplinary steps against ‘any employee of the public entity who contravenes the PFMA, or fails to comply with it; who commits an act which undermines the financial management and internal control system of the public entity; and who makes or permits an irregular, fruitless or wasteful expenditure’.

10. Section 51(1)(h) says that the Board must comply with the provisions of this and any other relevant Act, and must also ensure that the SABC complies with the PFMA and any other relevant legislation.


THE PCCA AND THE SABC BOARD’S DUTIES

11. ‘Other relevant legislation’ includes the PCCA.  The PCCA obliges the Board of the SABC to report to the South African Police Services a reasonable suspicion of any act of corruption; as well as fraud, theft, forgery and uttering to the value of R100,000 or more.  This is a statutory duty placed on the Board, and is compulsory.
12. We believe that the concerns we have identified and the information we provide herein to be investigated, places the above statutory obligations in terms of the cited pieces of legislation on the Board of the SABC.

OUR CONCERNS
We have identified the following concerns which need to be addressed by way of an external audit / in-depth investigation by a reputable firm conversant with the SABC:
13. Concerns with regards to Robin Nicholson

13.1. On 28 May 2009 and 18 February 2009, payments were made to Meropa Communications for a public relations exercise, to the value of R720,000 and R124,000 respectively.  In light of the financial crisis facing the SABC, how can this be explained and justified?  The expenditure incurred and authorization for the payments should be investigated and verified.  The external team should determine whether this amounts to fruitless and wasteful, irregular or unauthorized expenditure.  Any wastage should be recovered from those who authorized the expenditure, should the results of the investigation merit such steps.  

13.2. We require the following 10 payments (total value R3,637,420) made to Temp Property Ltd to be investigated to establish whether these are legitimate in terms of the SABC’s regulatory environment (internal policies and applicable legislation): 

· 20 May 2009 – payment of R1,200,000
· 2 October 2008 – payment of R55,200
· 29 September 2008 – payment of R318,500
· 1 September 2008 – payment of R631,000
· 19 June 2008 – payment of R521,000
· 22 May 2008 – payment of R164,000
· 17 April 2008 – payment of R337,320
· 19 March 2008 – payment of R92,500
· 27 February 2008 – payment of R196,000
· 14 December 2007 – payment of R122,100

13.3. We demand to know what the SABC Foundation is and why the SABC paid them R457,713 on 25 March 2009? How much money did the SABC pay to this entity in total and can this be accounted for?  Were all payments to this entity made in accordance with SABC policies and procedures, and was it properly authorized?
13.4. We want to know why the SABC paid two consulting firms for external audit services during February 2009 - KPMG received an amount of R845,000, and Sekela Consulting received an amount of R254,000. 
13.5. We require the following 12 payments (total value R3,154,788) made to Ray Suttner & Associates to be investigated to establish whether such payments are legitimate in terms of the SABC’s regulatory environment: 

· 14 November 2008 – payment of R666,000
· 14 November 2008 – payment of R1,152,000
· September 2008 – payment of R173,200 

· October 2008 – payment of R355,000

· August – payment of R196,000
· 30 June 2008 – payment of R109,400
· April 2008 – payment of R72,000
· 24 April 2008 – payment of R35,000
· 20 March 2008 – payment of R77,700
· 19 March 2008 – payment of R51,600
· 14 December 2007 – payment of R199,888
· 14 December 2007 – payment of R67,000

13.6 Nicholson to explain the R1 501 720.00 paid to Master’s Media Africa for Annual Report which were eventually discarded.

14. Concerns with regards to Gab Mampone 

14.1. The whole aspect with regards to the Siemens contract needs to be clarified.  The SABC needs to explain the legal basis for paying Siemens a monthly amount of R1,998,681.  While performing audits, did the auditors make any findings of wrongdoing implicating Sharoda Rapeti or others?  If such findings were made, was any of it acted upon? 
14.2. We require the following 6 payments (total value R2,566,660) made to Qualiforce Property Ltd to be investigated to establish whether such payments are legitimate in terms of the SABC’s regulatory environment: 

· 26 May 2009 – payment of R260,000
· 18 March 2009 (Project Sweet Heaven) – payment of R787,200

· March 2009 – payment of R524,800

· 27 October 2008 – payment of R356,100

· 8 February 2008 (Project Goal) – payment of R290,920

· 11 December 2007 (Project Phonet) – payment of R347,640

14.3. We require a proper investigation and explanation into the Gidani/SABC Commitment 2009 where the TV and Radio value exposure is R79 84 320, but the SABC gave a 40% discount of R31,936,128 only netting R40,000,000.  Why would the SABC agree to such a significant discount in such financially trying times?  Was such discount made in terms of SABC policies and procedures and properly authorized by the relevant authority?
14.4. Continuing with the above line of question: why did the SABC give discount of 35% (prime time) and 63.5% (shoulder time) to the Unilever SA Commitment 2009 on a deal valued at R158,000,000?  Was such discount made in terms of SABC policies and procedures and properly authorized by the relevant authority?
14.5. Why is the SABC still paying for the security at Dali Mpofu’s home?  How much is this costing the SABC on a monthly basis and who took the decision to continue with such payments?  Why should this not be seen as fruitless / wasteful / irregular / unauthorized expenditure?
15. Concerns with regards to Mvuso Mbebe 

15.1. We demand a proper investigation into the grievance lodged by Pearl Luthuli against Mvuso on the loss of R1,350,000 of the ICC 20/Twenty World Cup. 

15.2. The significant monthly salary bill in Content Hub (to the value of R7,000,000, which excludes the General Managers) should be investigated in detail.  It should be determined why these salaries are so extravagant and whether the appointments were made in line with the accepted SABC policies and procedures.  We demand to know why Mzimasi Mgebisa is being paid R53 000 pm? 
15.3. Sylvia Vollenhoven paid an amount of R11,000,000 to Media via Afrika?  These payments should be investigated to determine why it was made, whether it was done in terms of SABC policies and procedures and properly authorized by the relevant authority.
15.4. The investigation against Matilda Gaboo highlighted significant fruitless and wasteful expenditure of more than R100,000,000.  Why was she allowed to resign without any action being taken against her in terms of the relevant legislation?  What is the SABC Board’s action plan to ensure that the SABC acquire proper programming at market related prices and do not incur further losses in this regard? 
15.5. We demand to know why Mvuso Mbebe is being allowed to negotiate with a Nigerian company to sell soap operas at $500 per hour, while under the most conservative pricing the SABC can sell the same for a $1000 per hour?  When is the financial hemorrhaging going to stop?  What is the SABC Board going to do to ensure the financial viability of the SABC as an institution?
15.6. Why is the SABC allowing Bongani Hlophe (who worked with Matilda Gaboo) to remain employed by the SABC after he was implicated in the investigation into her activities?  Why was no action taken against him even after the SAPS and the SABC received evidence under oath that he received a cash kickback (corrupt benefit)?  Why is the SABC so flagrantly ignoring its statutory responsibilities?
15.7. Why are General Managers reporting to other General Managers?  Surely this is not in line with the SABC’s internal policies and procedures?
15.8. Mvuso needs to explain to the SABC Board why the SABC lost the Soccer Rights, Boxing Rights and Cricket Rights.  Did this happen because of managerial incompetence?  If so, why are these executives not being held responsible for causing this significant financial loss to the SABC? 
16. Concerns with regards to Pat Naves and Zak Yunus 

16.1. Zak Yunus and Dr Pat Naves should explain the document signed by Labour on the parity exercise performed.  In addition, we demand to know how these anomalies have developed in the Content Hub.  

16.2. In general Dr Pat Naves must account for the expansion of the SABC employment.  We demand an explanation for the anomalies with salary scales codes from the time of Labour signing the plan in 2007.

17. 17.
Dr Naves should be called to explain why external lawyers were used in respect of the Multi-term Agreement 2009/10.  In addition, we demand to know why the SABC uses external lawyers for almost all their labour cases, while we have lawyers employed at the SABC for exactly that purpose.  What were these external lawyers paid to fulfill a function that SABC employees should be able to fulfill?
17.1. Dr Naves needs to explain why no action has been taken against Ron Morobe.  We want to know why Ron Morobe’s case does not reflect on any of the Board reports sent to the Board HR Committee?
18. Concerns with regards to Charlotte Mampane 

18.1. We require the following 7 payments (total value R2,976,058) made to Manase & Associates to be investigated to establish whether such payments are legitimate in terms of the SABC’s regulatory environment (we also want to know whether the work they were paid for, was actually performed): 

· 18 March 2009 – payment of R241,068

· 5 May 2009 – payment of R456,717
· 27 May 2009 – payment of R396,954
· 27 May 2009 – payment of R396,954
· 5 May 2009 – payment of R396,954

· 27 May 2009 – payment of R503,060

· 10 March 2008 – payment of R584,351

18.2. Why was Ngubane & Co paid R113,620 on 6 March 2009?  Was such payment properly authorized in terms of the SABC’s policies and procedures, and was the work done in support of the payment?
18.3. We demand to know why is Ms Mampane employing additional external auditors and what such individuals are being paid.
19. Concerns with regards to Phumelele Ntombela-Nzimande 

19.1. We demand to know why the CPO has such an exorbitant staff complement in her office.  What is this costing the SABC and what are these individuals employed to do?
19.2. Why did the SABC pay for purchasing of ANC CONFERENCE T-SHIRTS from two different companies? Digital was paid R46,500 (refer to purchase order 4500003294) and Seema was paid R46,500 (refer to purchase order 4500004464. 
19.3. Why is the SABC paying three different companies to print the Intercom?  Are these expenses duly authorised and made in compliance with the SABC’s regulatory environment?  The total paid to these three service providers combined amount to R3,794,159.  The details of the three service provider and payments effected to them are:
Y-land Printing and Promotions (17 payments totaling R2,153,415 paid)
· 11 April 2008 – payment of R101,984
· 11 April 2008 – payment of R49,236
· 28 May 2008 – payment of R89,450
· 10 July 2008 – payment of R5,529
· 20 November 2008 – payment of R3,534
· 20 November 2008 – payment of R148,229
· 20  November 2008 – payment of R138,850
· 20 November 2008 – payment of R148,229
· 20 November 2008 – payment of R38,000
· 20 November 2008 – payment of R174,053
· 20 November 2008 – payment of R175,806
· 20 November 2008 – payment of R189,286
· 24 November 2008 – payment of R185,592
· 9 December 2008 – payment of R56,310
· 2 February 2009 – payment of R396,712
· 5 March 2009 – payment of R172,615
· 8 June 2009 – payment of R80,000

Akha-AGA (13 payments totaling R1,461,040 paid)

· 17 April 2008 – payment of R152,000
· 17 April 2008 – payment of R228,000
· 4 June 2008 – payment of R182,400
· 9 June 2008 – payment of R121,600
· 11 September 2008 – payment of R30,400
· 17 September 2008 – payment of R45,600
· 23 September 2008 – payment of R43,320
· 29 September 2008 – payment of R109,440
· 4 November 2008 – payment of R86,640
· 20 November 2008 – payment of R86,640
· 21 January 2009 – payment of R60,000
· 26 January 2009 – payment of R76,000
· 17 February 2009 – payment of R239,000

Ebony Ivory Advert Market (3 payments totaling R179,704 paid)

· 28 January 2009 – payment of R29,287
· 2 February 2009 – payment of R15,567
· 2 April 2009 – payment of R134,850

19.4. The money spent on the Green Revolution should be audited.  The CPO should explain for what the money spent on this project was utilized.  In addition, we demand to know how this project has benefited the SABC.  The CPO should explain all the losses incurred by this project.

19.5. Full investigation into the use of the DTT money for the purchasing of a stand & design for the amount of R450 000.00.   The stand must be made available to view.
19.6. Ntombela-Nzimande needs to explain why DTT has its own budget but amounts like R450 000.00 for stands and R203 000.00 for a launch campaign comes from her cost centre (budget).

19.7. Ntombela-Nzimande to give a full report on International Affairs and the General Manager who is more in the international countries rather than at the SABC.

20. Concerns with regards to Sipho Sithole

20.1. We require the following 34 payments (total value R42,621,740) made to Sipho Sithole and Gemini Consulting to be investigated to establish whether such payments are legitimate in terms of the SABC’s regulatory environment (we also want to know whether the work they were paid for, was actually performed): 

· 28 January 2008 – payment of R2,003,160

· 1 February 2008 – payment of R2,367,418

· 1 February 2008 – payment of R1,417,234

· 1 February 2008 – payment of R1,479,953

· 2 April 2008 – payment of R4,817,463

· 2 April 2008 – payment of R3,648,200

· 18 April 2008 – payment of R4,586,220 and R1,177,899

· 15 May 2008 – payment of R67,647

· 20 May 2008 – payment of R4,689,621

· 4 June 2008 – payment of R4,999,825

· 9 June 2008 – payment of R67,801

· 20 June 2008 – payment of R877,500

· 16 July 2008 – payment of R700,000

· 17 July 2008 – payment of R328,273

· 17 July 2008 – payment of R18,306

· 17 July 2008 – payment of R19,361

· 17 July 2008 – payment of R215,477

· 17 July 2008 – payment of R71,707

· 17 July 2008 – payment of R337,222

· 28 July 2008 – payment of R3,078,354

· 28 July 2008 – payment of R994,734

· 12 August 2008 – payment of R517,000

· 20 August 2008 – payment of R877,500
· 16 September 2008 – payment of R165,719

· 16 September 2008 – payment of R321,035
· 16 September 2008 – payment of R318,032
· 16 September 2008 – payment of R103,596
· 16 September 2008 – payment of R349,987
· 16 September 2008 – payment of R18,264
· 25 September 2008 – payment of R540,853
· 29 December 2008 – payment of R978,250

· 30 January 2009 – payment of R225,078
· 2 March 2008 – payment of R225,078
· R18,000 paid for his cell phone that he uses for his personal business
20.2
If any of the above amounts to fruitless and wasteful, irregular or unauthorized 
expenditure, the SABC must institute action to recover the proceeds.  We demand 
that this be investigated and the appropriate action taken, based on the outcome of 
the investigation.
20.2. It should be established whether the BEE company registered to Gemini Consulting is not de facto owned by Sithole and Dali Mpofu.  The question to be answered: is this not why the SABC pays the UK and RSA based company? 

20.3. Mr Sithole is the owner of a company that supplies the SABC with all radio artists.  Why do the SABC acquire these services through his company.  It should be established what premium the SABC pays to the middleman? 

21. Concerns with regards to Mabela Satekge and Ron Morobe 

21.1. Both of these Senior Managers respectively requested and approved the payment to KCP Consulting in various stages, i.e. appointment of the RGM for the North West Region (which to date has not happened, although a payment amounting to R75,000 to KPC Consulting requested and approved).  Refer invoice number 003/SABC/102, purchase order number 4500013764 and SES number 1000013857.  It was confirmed that all the above was confirmed to be processed by 31 March 2008.

21.2. Another appointment of this nature reflects on purchase order 4500008203; invoice number 001/SABC/100 for the amount of R173,903.40 (meant for the appointment of Category Manager: GSM).  To date no one has been placed in this position and all the above mentioned payments were fully processed as far back as 04 March 2008.

21.3. In addition to these, there is another payment of R185,327.10, which was for invoice number 002/SABC/101 and purchase order 4500008204 for the appointment of Category Manager - Ms Zinhle Dube was placed in this position in March 2008.

21.4. Looking at the above, it seems that one company is invoicing significant fees to the SABC for the placement.  In addition, some of these placements do not even materialize but the company is paid.
21.5
We demand that the ownership of KCP Consulting be investigated.  It should also be 
determined whether the awarding of placement contracts/offers to this company was 
done transparently and in line with the SABC’s regulatory environment, which 
includes its internal policies and procedures.
22. Concerns with regards to Dali Mpofu 

22.1. As stated previously, we demand to know why the SABC is still paying for his home security.  In addition, why does the SABC still pay for his DSTV?  We also want to know whether the SABC is still paying for his use of fuel?  If so, who made these decisions and were such decision made in line with the SABC’s internal policies and procedures?  
22.2. We request the investigation of the Siyanqoba Campaign to establish why the SABC was involved in millions of rands support to the National Team.  Was this decision made in compliance with the SABC’s regulatory environment? 
23. Concerns with regards to abuse of petrol cards 

23.1. We request an audit on use of petrol cards during the period 16 November 2007 to 
12 June 2009. During this period an amount of R18,000,000 was spent on petrol cards. 

24. Concerns with regards to Thami Ntenteni 

24.1. We request to see the 2002 audit report of Channel Africa which implicated 
Thami Ntenteni in various irregularities.  Did the SABC act on these recommendations?  If they did not act, what was the reason for this?  Who took this decision?
24.2. Why is Thami Ntenteni the champion of a National Key Point? 
24.3. We wish to know whether the SABC is planning to investigate the alleged misuse of the R6,000,000 in Channel Africa during 2009?  We demand to know who is responsible for this loss.  What steps (if any) are the SABC taking to recover the money from the individuals responsible for this significant loss?

24.4. We demand to know why Mr Ntenteni and Ms Mampane are actively trying to stop the intended civil recovery by the SABC against Thuso and Mmamontha Motaung?  Why does Mr Ntenteni refuse to sign Mmamontha’s suspension letter after she was found guilty on serious charges in a disciplinary action?

25. Concerns with regards to Pearl Luthuli

25.1 Luthuli needs to explain why she appointed a General Manager for SABC Africa knowing that Multi-Choice did not renew the SABC Africa contract.

25.2 SABC Entertainment Channel is a trial channel so why are we spending close to R15m for a channel that does not generate any revenue.  Also invoice are duplicated with different invoice numbers but in the same amounts.

25.3 The exhobant salaries being paid to the contract workers at SABC Entertainment Channel.

25.4 How much was Mafika Sihlali paid to carry out an unprocedural suspension of Mimi Lushaba.  It must be noted that Pearl Luthuli, Mafika Sihlali and Dali Mpofu were business partners before Sihlali joined the SABC.

25.5 How is the SABC/Minister going to recover the unauthorized sabbatical leave of Luthuli as the Acting GCEO and then Chairperson of the SABC Board did not approve the leave.  The amount to recover is R500 000.00.
25.6 A full investigation into the 2006 Golden Plumes Awards where the SABC said they would donate all the proceedings from the event into a trust fund for the charity organization called ‘Future of the African Daughter’ for girl children aged between 12-19 years.
25.7 Another investigation to be done is the awarding of the 2006 Golden Plumes Awards awarded to Maggie Maretsele who is said to be a close friend of Luthuli.
26 Concerns with regards to Internal audit reports

 We are aware of a whole lot of damning  internal audit reports dating as far back as February 2008. These audit reports are either gathering dust at internal audit department or have been deliberately ignored. SEE ATTACHED as an example of some of the audit reports which has still to be acted upon. 

We demand explanation on an after hours transport contract between the SABC and Cebisa CC, in which the said company uses SABC facilities and assets and still get remunerated to the tune of R145 000,00 per month.

CONCLUSION
This is the tip of the iceberg, as far as we are concerned a thorough investigation will reveal even more.
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