Staff Bonuses

The Director of the CCMA has refused to pay out staff bonuses for the financial year 2007/2008. Although a provision of R6.355 million was made in the annual report for 2008.

The CCMA has in the past not collected and paid over PAYE from part time commissioners to SARS. Part time Commissioners were paid by CCMA for rendering their services without being asked to produce proof that they were tax compliant. SARS demands that the CCMA takes responsibility for this and pay penalties. In sourcing funds to do this CCMA management decided to utilize money set aside for performance bonus payment to permanent staff members. A survey conducted by Ernest & young has shown than part timers were indeed not paying tax, as a result CCMA ended up taking bonuses of law abiding tax paying employees and paid the debt coursed by part timers to the value of R17.6 million rands by the 31 March 2009.  

We as the staff of the CCMA do understand and respect the Director’s position with regard to the SARS issue. However, our concern is that:

· We are full time employees of the CCMA, the issue with SARS is because of part time commissioners;

· Why our bonus must be sacrificed in order to pay for people who were actually defrauding SARS by not declaring their income to SARS and pay their dues to society.

The following incidents show how the Director and the CFO spent CCMA’s money which is in total contradiction with her message above and principles of PFMA.

1. Transfer of Funds.

As per the 2007/2008 annual report, an amount of R6. 355 million was disclosed as bonus provision. This means that the R6.355 million was committed to staff bonus. However, the Director has decided to hold this provision back for the SARS uncertain liability.

In terms of PFMA, in order for the above to happen, the transfer must be approved by the CCMA’s Governing Body. 

An investigation needs to be to done

· To determine if the CCMA’s Finance Sub Committee and Governing Body approved the transfer. 

· What actually happened to the provision? Did the CFO use staff bonus to Finance other non budgeted and over spent projects. ( see below for examples)

2. Favouritism, Nepotism and Corruption

Although this has not been corroborated, reliable sources within the CCMA, has stated that the Director has paid performance based increments and bonuses to, herself, and EXCO members. This was apparently paid between September and December 2008.

The bonus amount averaged 20% of the employees total cost to company package. For the Director and Exco members, this would amount to an estimated bonus payment of over R 160 000 per person.

All bonus payments for the CCMA must be approved by the CCMA’s Human Resources sub-committee and the Governing Body. The questions arises how did the Human Resources sub-committee and the Governing Body approve these bonus payments to a handful of employees. 

Furthermore, of the EXCO members who received bonuses, two members are employed on a two year contract, with employment service of 6 months and less. 

An investigation needs to be to done to determine if bonuses were paid to a selective group of individuals with the CCMA’s. 

3. Office Equipment Contract

The CCMA had an existing contract with Canon for the supply and servicing of office equipment (photo copiers). The CFO decided to cancel prematurely the contract with Canon and appointed a company called “Thabiso New Technologies” to replace the service offered by Canon.

This new contract is for R 3.7 million a year whereas the Canon contract was for R 2 million a year. This is an over spending of R 1.7 million. This price excludes cost of printing which is charged per page. (Estimated costs at R50 000.00 per month). The total cost of the new contract is therefore R 4.2 million a year. Reasons to terminate the existing contract with Canon remain unknown.

Canon instituted legal proceeding against the CCMA for breach of contract and won the case. The CCMA paid R 1 million to Canon for breach of contract. 
Furthermore the appointment of “Thabiso New Technologies” comes under the spot light for the following reasons:

· The above service provider specialises in IT infrastructure and networking.

· The contract was for the supply of office equipment.

· As this contract is driven by National Office of the CCMA base in Johannesburg, this service provider business is located in the Limpopo province, which is the home town of the CFO (possible collusion).

· A performance audit as to the equipment supplied must be done, as more equipment was supplied than required.

· This company has sub-contracted Nashua to supply and service these printers. 

The Finance sub committee approved R15 million for this contract, however, taking actual costs paid and what the contract was signed for, the costs have escalated to almost R 20 million. The excess was not approved for and can therefore be considered to be unauthorised expenditure. The actual cost paid from August 2008 to February 2009 (6 months) to Thabiso is in excess of R 2 million. The total actual costs incurred for the office equipment as at end February is over R 3 million, which is more than the yearly fees for Canon (outgoing supplier).

There is definitely collusion in the awarding of this contract.

An investigation needs to be done:

· On the process followed in awarding this contract?

· If a feasibility analysis was done to motivate the new contract. (Did Canon’s contract/performance warrant termination)?

· Why didn’t the CCMA go directly to Nashua.

· Supplier’s details (physical address disclosed on the tender does not exist).

· The variation between the tender price and contract price.

· The excess/variations approval by Finance sub committee and/or Governing Body.

4. Networking Solutions Contract

The CCMA entered into a contract with a company called “TSS Managed Services” to change the network provider of the CCMA from Telkom to MTN to improve the service level and speedy response of computer systems. The cost of this contract to the CCMA is R 4 million a year.

Once again, this service provider is a middle man.

An investigation needs to be done:

· Why didn’t the CCMA go directly to MTN and used a middleman.

· The necessity of this contract and work done to date.

5. ACCPAC Systems

The CCMA was using People Soft systems for their Finance operations. The CCMA has been using this system since inception. According the users of this system, this system was working fine with minor problems that didn’t need entire new systems.

When the new CFO was appointed in October 2007, he immediately decided to replace the Finance system with Accpac.

The total approved cost of the Accpac system, as per the contract, was about R1.8 million. The actual cost spent as at end January 2009 is more than R 4.4 million, an over spending of R2.6 million.
Once again, was the acquisition of these systems really essential, as the existing systems could have sufficed for another year? 

All the Accpac modules were fully implemented by October 2008, why was over R2 million paid to Accsolve after full implementation.

The following incidents took place, as a result of Accpac failure to raise orders:

· The North West office was without telephones for over a week.
· Offices stay without essentials like toilet paper used by public or printing paper.
· Suppliers not paid timeously, some no longer want to do business with CCMA.
The system has made lives of employees a difficulty as they are unable to use it. Technicians are also not able to provide proper support to users, but

 They own the system. They (Accsolve) are running a trial and error.
An investigation needs to be done:

· On the whole process of acquiring the new system

· On the performance of the new system.

· Payments of 0ver R 2 million after implementation.

· Why are huge payments still being made to the supplier?

· If the CCMA cannot pay bonuses because of the SARS liability, where did the CFO get the unauthorised R2.6m from?

6. Psybergate Contract

A contract was unofficially awarded to the above company to re-design the CCMA’s internet web page. Total cost paid to date to this company is over R 4.6 million. The awarding of this contract did not follow due process in terms of supply chain management. This contract was not tabled at the CCMA’s bid adjudication committee for noting and approval to be tabled at the Finance sub committee. The CCMA’s IT department was not involved in this process and were basically sideline.

One would have expected the company to work hand in hand with the CCMA’s IT department. This contract is managed by the CFO and GM: Operations with no other CCMA staff or departments involved.

This contract raises some serious concerns.

An investigation needs to be done on this contract for the following:

· Was this contract approved by the Finance sub committee?

· Why was the CFO directly involved in this process, as IT was not involved? 

· Does it really cost R4.6 million to redesign and enhance an existing web page?

· The payment to this company without the necessary supporting document and why into an offshore banking account.

7. Nombo Mabhele Group

The CFO awarded a contract to the above company for office renovations. This contract was not tabled at the Bid Adjudication Committee for approval nor was the amount approved. In other words this contract did not follow the CCMA’s supply chain management processes. 

The actions of the CFO in awarding this contract raise many questions like corruption, nepotism and collusion by the CFO. The total cost of this contract was R 844 000.

Furthermore the workmanship provided by this company was of a poor quality and the full amount was paid without a retention being held. 

A full investigation needs to be done:
· In the awarding of this contract.

· The actions of the CFO in not following Supply Chain Processes.

· Why was the full amount paid without retention being held?

· The poor quality of work performed by the contractor.

· Who is liable for the poor workmanship?

8. 7i Management Consultants

A contract was awarded to the above company to re-look at the CCMA’s process. This contract was awarded in the 2008 financial year. To date over R3.5 million was paid to this company for work performed; however, there were significant changes to the CCMA’s process or operations.

The CCMA is a medium size organization, the question to be asked, did the CCMA really have to spend more than R 3.5 million to redesign its operational process and for the past two years no evident changes to the processes were made.

An investigation needs to done:

· The costs incurred to date compared to the improvement of the CCMA’s processes (a value for money audit).

9. Bank Account

The CFO changed the CCMA’s bank account from Nedbank to Standard Bank. This was approved by the CCMA’s Governing Body. The CCMA’s National Office is responsible for all payments and is based in Johannesburg; however, the branch of the new bank accepted by the CFO is in the Polokwane (home town of the CFO). Yet Standard Bank Johannesburg branch is directly opposite the CCMA’s National office.

Furthermore; the Nedbank current account is still being used for payments. The CCMA is currently using two current bank accounts for payments. 

The Director is fully aware of this, however, no questions are being asked.

There is possible collusion in this process and appointment.

An investigation needs to done:

· On the changing from Nedbank to Standard bank.

· Why is the branch in Polokwane.

· Why is the Nedbank bank account still being used?

10. Fruitless and Wasteful Expenditure (2)

The Director appointed Jenny Lang, Afzul Soobedaar, Vanessa Pather, and Ronald Bernikow to positions based at National Office in Johannesburg. Jenny, Vanessa and Ronald reside in Cape Town and Afzul in Durban.

These employees, on appointment, did not relocate to Johannesburg but continued to reside in their home town. The CCMA paid and still pays the following for the both persons:

· Flights to Head office on a weekly basis

· Car hire on a weekly basis.

· Hotel accommodation – Afzul for four days a week

· Breakfast, and supper  - Afzul for four days a week

The above effectively means that the CCMA paid/pays for these employees’ to travel from home to work. The total cost incurred to date is more than R1.5 million.

The questions to be asked are why these persons were not required to relocate once appointment was accepted. This is once again abuse of taxpayers’ money and can be considered as wasteful expenditure.

How can a senior person manage his department/s, staff, which is based in Johannesburg, from Cape Town.?

The Director is responsible for all this appointments.

An investigation needs to done:

· Why are these appointees’ not re-locating to the National Offices.

· Quantify the total cost incurred to date.

11. Mid Term Reviews

The CCMA received R10 million from national treasury as part of mid term request. The question to be asked, what happened to this R10 million and why was a portion or even all held back for the SARS liability.

12. Payments 

In January 2009, the CFO and General Manager: Operations authorized and signed a cheque to the value of R73000.00 to be paid into a Standard Bank account. This payment was made to a part time commissioner as a salary advance.

The question arises as to why did CCMA issued a salary advance to a person who is not a full time employee of the organization. This can be construed as wasteful and fruitless expenditure and as a loan to a third party.

An investigation needs to be done:

· On the awarding of a salary advance to non employees of the organization.

· The person responsible for authorizing such advance.

· Is this in line with the PFMA

This payment process requires a full detailed and comprehensive forensic audit 

13. OTHER

The following expenditure for the following suppliers must be investigated to determine:

· If they complied with supply chain processes;

· The relevance and necessity of the expenditure incurred

· The payment and approval process.

· CHM Vumani – R 270000.00

· Vukani Technology – R 150000.00

· Akronos Technology – R110000.00

· Makhonya Technology – R330 000.00

· Datacentrix – R460 000 .00

· Mthombo IT – R 400000.00

· Silver Arrow – R340000.00

· Pinnacle AV solutions – R 2530000.00

· Digital Mat – R110 000.00

· Didital Science – R 140000.00

· Batshs IT solutions – R 150000.00

· Landelani Professionals – R 120000.00

· Ms Molebolae attorneys 0 R 170000.- 

· Ayande Mbanga – R 115000.00

· Jel distribution R 680 000.00

· Sports promotion – R 93000.00

· STSS Statistics products – R 54000.00

From the above there appears to be a lot of payments to IT companies. This needs to be investigated to determine what these payments were for.

All payments over R 200 000 must be supported by a contract or approval by the BAC and below R200 000 must be supported by three quotations.

The CCMA also purchased Plasma screen television. An investigation must be done to check how many plasmas were purchased, and how many were delivered to the CCMA. These plasmas laid unused for a period over a year, why were they purchased and not used.
The CFO appointed a supplier for our new telephone system. This did not follow proper supply chain processes.

14. Conclusion

The question staff wants to know, why did the Director hold back staff bonuses and not cut down on other expenditure to fund the SARS uncertain liability. Why did she incur all of the above expenses, if she was so serious about the SARS liability?

In conclusion, the above scenarios prove that the Director of the CCMA, Nerine Khan, was not concerned about the SARS liability. She merely held back staff bonus to spite the employees and used the money for other purposes.

A full forensic audit must be conducted on the CCMA’s expenditure and contracts awarded. In terms of PFMA all contracts must be signed by the accounting officer, unless other delegated in writing by the executive authority.
The struggle waged by South Africans against apartheid gave birth to the CCMA, it our responsibility as members of the community and progressive movements to protect and defend all democratic institutions against any form of abuse, including fraud and corruption by any reactionary forces that are driven by greediness.

THE ANC LIVES, THE ANC LEADS.

MY ANC 

MY FUTURE 

MY VISION
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