EXTRACT FROM THE BODY SHOP REPORT
1. FINDINGS PER BODY SHOP 
1.1 Bosele Placements (Bosele)

1.1.1 Attached in the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 1 find a summary of the 3P invoices issued to GDoH (paid and unpaid) in relation to the body shop as well as the five per cent administration fee that was charged by 3P to GDoH relating to the respective body shop and refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 2 for a summary of the payments made by 3P to the body shop.
1.1.2 A total amount of R44 858 382.65 (excl. vat) and R51 138 556.22 (incl. VAT) was invoiced to the GDoH; this includes the 3P invoices that GDoH has not yet paid.

1.1.3 Invoices submitted by 3P to GDoH that have been paid by GDoH amounted to R28 738 715.63 (excl. VAT) and R32 762 135.82 (incl. VAT).

1.1.4 Invoices submitted by 3P to GDoH that have not been paid is R16 119 667.02 (excl. VAT) and R18 376 420.40 (incl. VAT).

1.1.5 The last payment that 3P received from GDoH was on 5 May 2009, and in turn 3P paid Bosele an amount of R34 010 792.04 (incl. vat) up until 11 May 2009.  The first payment made by 3P to Bosele was on 3 May 2008. 

1.1.6 3P charged the five per cent administration fee on all the Bosele invoices submitted.  
1.1.7 The SIU investigators obtained Bosele invoices from the GDoH, by way of a search warrant, and I obtained the Bosele invoices from the investigator that were paid by GDoH and these were included in the investigation working file.  

1.1.8 The unpaid 3P invoices with the attached Bosele invoices, were received from the then GDoH chief financial officer (CFO), Ian van der Merwe, in April 2011 and I obtained copies of the unpaid Bosele invoices from the files received from the CFO. 

1.1.9 The SIU Project manager and the SIU consultant worked through the detail of each invoice and captured the invoices in an Excel database, named “Bosele invoices recon 08 Nov 2013 SJ Workings”, worksheet “All Bosele invoices updated”. The paid and unpaid invoices were captured into this database.  As the capturing of the invoices were made, some irregularities were noted, such as the date of the Bosele invoice is before the complete date of the service rendered, invoices issued to GDoH that relate to the travel of Bosele individuals from GDoH to home, etc.   Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 3 for a copy of the said Excel database, indicating an example of what the headings are and what kind of information was captured.  The complete database can be requested. 

1.1.10 The Bosele invoices were detailed in that they indicated the Project name and which individuals worked on the projects with the related hours per individual, however, it was not possible to consider exactly what type of work was performed, to consider if this was a GDoH related expense or not.
1.1.11 By perusing the Bosele invoices and the information in the investigation file, I was not able to trace any related documentation where the GDoH requested the services of Bosele and for which projects and what must be done.  I was not able to obtain any project definition in the investigation file, and it is also not clear what was done on the projects that were recorded on the invoices, as example 3P Finance is recorded as a description on the invoice, however it is not possible to consider what kind of services these related to.      

1.1.12 From the Excel database that was created, the SIU accountant reconciled the captured database to the Excel database named “Summary of income vs exp of bodyshops”.  

1.1.13 In the Excel database named, “Bosele invoices recon 08 Nov 2013 SJ Workings” I created various worksheets identifying irregularities relating to the Bosele invoices.

1.1.14 By inspection of the invoices it was noted that the Bosele invoices follow a chronological number order and the invoices issued to 3P follow each other closely.  Based on this it seems as if 3P was the only debtor of Bosele.  

1.1.15 The following irregularities were noted on the Bosele invoices:

a. Bosele invoice number BOS 1481 dated 27 June 2008, recorded the type of service as “travelling - GDoH to Home”.  This cannot be a GDoH expense, since it is every individuals own responsibility to ensure that they can get to work and back home on their own expense.  It is not clear why this cost was claimed from the GDoH.  The GDoH has paid this expense, on BAS payment number 35504, on 3P invoice number 08-039-GDH dated 30 September 2008.  The total amount of the Bosele invoice was R3 750.00 (excl. VAT) and R4 275.00 (incl. VAT).  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 4 for a copy of the said document.
b. During the review of the Bosele invoices, it was noted that the individuals claimed excessive travel.  The Bosele invoices do not indicate the destinations that the individuals travelled to, thus it was not possible to consider if these travel claims were valid travel claims for the GDoH or not.  The Bosele invoice only indicated the individuals name and the total rand value of the individuals travel claim.  Based on my professional judgement I regarded any travel claim above R2 999.00 (excl. VAT) per month as excessive, since it is every individuals own responsibility and cost to get to their work station and back home on a daily basis.  There were some individuals that were recorded on the Bosele invoices claiming travel expenses of R31 719.00, R28 601.60, R25 841.72 (all excl. VAT) for one month.  This is in most instances more than an individual’s monthly salary.  The total of excessive travel claims above R2 999.00 (excl. VAT) for the paid and unpaid 3P invoices is R857 856.48 (excl. VAT) and R 977 956.39 (incl. VAT).  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 5 for a copy of the said document for the detail of this schedule and invoices.

c. Commission :-

i. During the inspection of Bosele invoice BOS 1468 dated 21 May 2008, it was noted that commission of R9 835.78 (excl. VAT) and R11 212.79 (incl. VAT) was charged to 3P.  3P in turn, on-invoiced this to GDoH on 3P invoice number 08-025-GDH dated 6 June 2008 and GDoH had paid the full amount of the 3P invoice to 3P.  It is not clear what the commission was for and why it was invoiced to the GDoH.  

ii. Further, the same Bosele invoice, recorded thirty (30) individuals surnames (it could be first names, ie Nxumalo) and all 30 individuals were charged out at a rate of R39.80.  The 3P PMU purchase order document referred to the description as “Data Capturers for special project” and the project is recorded as “Procurement of HR Data Capturers”.          


iii. Some of the surnames/ first names (only one name recorded, so it could either be the first name or surname) recorded on this invoice seem to be very similar to the surnames/first names recorded on the 3P invoices (relating to 3P timesheets and employees) issued to the GDoH.  The following surnames/first names serve as example:

·   Nxumalo, 
·   Vilakazi, 
·   Mafora, 
·   Mabena
·   Kunene
Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 6 for a copy of the said document for the detail of this invoice.
d. The date of the Bosele invoice versus the period of completion of the service – During the review of the Bosele invoices, it was noted that quite a few Bosele invoices were dated prior to the completion of the actual service rendered to 3P.  As example, Bosele invoice number BOS 1628 is dated 6 July 2009, and the service period recorded on the Bosele invoice is for period 22 June 2009 - 15 July 2009.  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 7 for a copy of the said document for the detail of the invoices.
The financial impact is:

i. Paid invoices, R13 040.00 (excl. VAT) and R14 865.60 (incl. VAT)

ii. Unpaid invoices, R1 817 756.84 (excl. VAT) and R2 072 242.80 (incl. VAT)

e. Over/under charged Bosele invoices – During the capturing of the information (hours, rate per hour, individuals etc) into the Excel database, it was noted that there were calculation errors on the Bosele invoices, for example, Bosele invoice number BOS 1467 dated 6 June 2008, for Contract Auditors 28 Apr 2008 - 4 May 2008, individual Mkwebu, the hours recorded on the invoice was 8.5 hours at a hourly rate of R180 (8.5 x R180 = R1 530) and was charged at R3 096.00 (excl. VAT).  If I recalculate this then Bosele has overcharged 3P R1 566.00 (excl. VAT).  

Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 8 for a copy of the said document for the detail of these invoices.  There were various under charged invoices as well, however the over charged invoices to 3P and the GDoH is more than the under charged.  The financial impact is:

i. Paid invoices, R99 928.21 (excl. VAT) and R113 918.15 (incl. VAT)

ii. Unpaid invoices, R23 379.2 (excl. VAT) and R26 652.35 (incl. VAT)

f. Bosele invoices to the value of R12 000 757.75 (excl. VAT), R13 680 863.84 (incl. VAT) could not be traced / found (25 invoices).  Thus I was not able to evaluate these invoices and identify possible irregularities.  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 9 for a copy of the said document for the detail of the invoices.  
g. Due to the fact that the detail recorded on the Bosele invoices are not detailed enough, the following could be a possible double payment iro the individuals overtime:

i. Bosele invoice number BOS 1558 dated 31 January 2009, for individual Mautsahuku Tserai.  Date of service recorded on the invoice is “Overtime Hrs 1.5 Week: 24 Nov’08 – Dec 31 2008” and it has 2 hours recorded at a rate of R415.00 (excl. VAT) and then “Saturday Overtime Hrs 1.5 Week: 24 Nov’08 – Dec 31 2008” and it has 2 hours recorded at a rate of R415.00 (excl. VAT).

Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 10 for a copy of the said document for the detail of the invoice

1.1.16 The SIU investigators had conducted some interviews with the then 3P and Bosele employees, and the following was noted from the interview notes / affidavits of the respective individuals:

a. Priya Ramsamy – paragraph 12 of the said unsigned interview note – “I worked with Bosele Placements on the asset management and asset projects.  GDoH was forced to use Bosele’s staff even though they resented the presence of the Bosele staff as Bosele duplicated their duties.  Richard Payne and Arno Hart have shares in Bosele Placements.  Petsmaster Chinembiri would have very valuable information regarding the working of Bosele and Richard Payne’s involvement in Bosele and the PWC consortium”.  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 11 for a copy of the said affidavit.

b. Mavila Shirilele – 

· Paragraph 9 of the said unsigned interview note – “3P tasked me to manage the timesheets submitted by the 3P as well as the Bosele Placements staff.  I also managed Bosele’s invoices.  3P and Bosele expanded to such an extend that I later received timesheets from people that I never met”.  
· Paragraph 10 of the said unsigned interview note – “I know Lupi Mataboge from Bosele Placements as I handled all Bosele’s invoices.  Mataboge was the sole director of Bosele but the company was actually owned by Richard Payne and Arno Hart, who is a Zimbabwean.  … Arno Hart recruited and arranged for work permits for Zimbabwean citizens.  He recruited Zimbabweans because he knew that they would not complain if they are ill treated and unfair labour practice…”
· Paragraph 13 of the said unsigned interview note – “When collating the Bosele invoices, I realised that Bosele invoiced ridiculous hours and amounts.  I also worked at George Mukhari Hospital, CH Baragwanath Hospital as well as the other major hospitals.  It seems that the Bosele contractors billed hours from the time that they leave home to go to the hospital where they were posted.  I am not sure that they worked all the hours that were billed.  There was apparently no limitation on the hours that Bosele staff could bill.  The only time that they did not bill was when they did cooperate governance for GDoH.  I saw that Bosele invoiced about R15 000 for overtime.
· Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 12 for a copy of the said affidavit.
c. Timothy Munhenga – 

· Paragraph 15 of the said signed affidavit dated 3 June 2011 – “Most of the 3P and Bosele staff that worked with me had a financial background while others did not have a clue what they were doing.  The staff turnover at Bosele was also very high as it seems that Bosele replaced their staff every three months (as in my case) and sometimes even on a monthly basis.  The result was that Nick had to train the new staff on a continuous basis.  It seems that Bosele and 3P invoiced the GDoH for these briefing sessions where Nick told us what to do and to highlight the discrepancies that we could identify”.    

· Paragraph 17 – “… I also made enquiries at SARS regarding my tax refund and was informed that Bosele did not pay the tax over and there were no refund for me.  I lost another R30 000.00 due to Bosele’s failure to pay their taxes”
· Paragraph 19 – “Most of the Bosele staff came from Zimbabwe and there were tax implications for us when we worked in the RSA.  Most of the staff returned to Zimbabwe without receiving their outstanding monies”. 

· Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 13 for a copy of the said affidavit.

d. Ozias Moyo – Paragraph 12 “… Some of the Bosele staff submitted travel claims.  I do not know how these people qualified to claim for their travel expenses.  I did not submit travel claims….”  Refer to the manual file Body shop 2 Bosele Volume 1, Annexure SJ BOS 14 for a copy of the said affidavit.
1.2 Recommendation
1.2.1 Based on the findings above, it is recommended that the following costs be recovered from 3P for the GDoH in terms of the Bosele invoices (paid and unpaid).  Below is a summary of the actual and possible recoveries for the GDoH:
	TABLE 2 : SUMMARY OF ABNORMAL ACTIVITIES IDENTIFIED ON THE BOSELE INVOICES 

 

	Description of the Abnormal activity
	 PAID INVOICES BY GDoH 
	 UNPAID INVOICES BY GDoH 
	 LIQUID CLAIM 
	 ILLIQUID CLAIM 

	
	 R value
Incl. VAT 
	 R value
Incl. VAT 
	 R value
Incl. VAT 
	 R value
Incl. VAT 

	Excessive travel claims per individual, above R2 999.00, excl. VAT
Claims up to R31 710 per individual in a separate month
	R350 872.39
	R627 084.00
	-
	R977 956.39

	Travel claimed for individuals for "GDoH to Home"
	R4 275.00
	-
	R4 275.00
	-

	Bosele invoice date is before the date that the service was complete 
	R14 865.60
	R2 072 242.80
	R14 865.60
	R2 072 242.80

	Commission charged on Bosele invoice, not clear what for and why.  Project referred on Bosele invoice is Special project 29 Feb 08 to 7 Mar 08 incl. Saturday 1 Mar 08.
	R11 212.79
	-
	R11 212.79
	-

	Overcharged GDoH
	R113 918.15
	R26 652.35
	R113 918.15
	R26 652.35

	Possible Double payment for individual Mautsahuku Tserai, for the period 24 Nov 2008 - 31 Dec 2008
Not clear if it is a double payment or not
	R946.20
	-
	-   
	R946.20

	Bosele invoices not been able to trace
	R13 680 863.84
	-   
	-   
	R13 680 863.84

	Balance of Bosele invoices, not addressed above.  Due to the fact that the Bosele invoices have no project definition, no request from the GDoH for the services to be rendered, and not clear what had been done by the Bosele individuals, the fact that some individuals mentioned that the Bosele employees duplicated the work of the GDoH officials, it is recommended that the balance of the Bosele invoices be a possible recovery for the GDoH. 


	R18 585 181.85
	R15 650 441.27
	-   
	R34 235 623.11

	TOTAL
	32 762 135.82
	18 376 420.40
	144 271.54
	50 994 284.68


Signed by :

Date : 

Page 9 of 9

