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QUESTION NO. 1337

Mr R W T Chance (DA) to ask the Minister of Trade, Industry and Competition:

What concrete steps and/or strategies have been put in place for the National Lotteries

Commission Board to ensure that it is able to implement stable governance within the

institution and turn the page on its sad history of corruption? NO1626E

REPLY:

The National Lotteries Commission (NLC) has advised as follows.

1. Before the advent of the new National Lotteries Commission (NLC) Board and

2.

3.

management team, systems and processes were deliberately collapsed in order to
render it impossible for malfeasance and corruption to be detected. The internal culture
at that time was marked by a lack of accountability and lack of consequences for
malfeasance, which was allowed to take root. The former Minister sought to have this
addressed and a series of preventive actions were taken beginning with the
appointment of an interim Board in 2022 and the appointment of the substantive Board
in May 2023.

The new NLC Commissioner was appointed on the 1st of February 2023 to ensure the

mandate of the Board is executed.

The Board established several Sub-Committees to deal with the various legislated
mandates of the NLC’s work plus the terms of references and work plans were
developed and implemented. Furthermore, the Board initiated a strategic planning
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process, developing a new Strategic Plan and the Board and Commissioner to instill a
new strategic vision, values and organisational culture. This has been translated into
the NLC Annual Operational Plan, the Commissioner and EXCQO’s performance

agreements.

In the 2023/24FY, the board undertook to review all organisational policies to ensure
alignment with governing legislation. These included the code of conduct and the

introduction of lifestyle audits.

. The Social and Ethics Sub-Committee was restructured to be a stand-alone committee

to promote ethical culture. A risk and ethics assessment was done and it Is being

implemented by management.

. The Audit and Risk Committee was restructured to be a stand-alone committee

focusing on control deficiencies, audit and risk; whilst the Finance Sub-Committee
focuses on the financial governance, compliance and oversight of the National Lottery
Distribution Trust Fund (NLDTF) and NLC financial management.

. The Board adopted a zero-tolerance approach to fraud and corruption and remains
steadfast in its commitment to ensuring losses are recovered. A framework on anti-
bribery, corruption and fraud has been developed and is being implemented aligned to
ISO 37001. Fraud risk assessments were conducted and fraud risk registers updated.
The Fraud Prevention Plan, Enterprise Risk Management Strategy and Risk Registers

were reviewed and served at the Board and Board Sub-Committees.

. A Non-Compliance Grantee policy was developed and approved and a special
committee monitors previously funded NPOs with directors who have been implicated

in corruption and who are non-compliant with the grant agreements.

. The Board approved the NLC modernisation programme during 2023. The
modernisation programme aims to encourage online application processes to enhance
compliance standards rather than paper-based processes. The new model and system
have built-in controls to improve compliance and reduce fraud and corruption practices.
The Application Programming Interface (APIs) working in alignment with Companies

and Intellectual Property Commission (CIPC), South African Revenue Service (SARS)
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and Department of Social Development (DSD), will enhance compliance controls. The
programme is implemented in modules. The first two modules are being extensively
tested and are already being implemented. All seven (7) modules should be concluded
during 2025/26.

10. The Board approved the NLC’s Reparative Measures Initiative in 2024/25. The
initiatives aim to address the plight of whistleblowers that came forward during the
period of maladministration and seeks to restore community infrastructure not executed
or partially completed due to fraud and corruption identified through the SIU
investigation process. The individual reparative measures are set for conclusion by the
end of the 2024/25 financial year. Community Infrastructure Projects will be rolled out

over the next two to three financial years.

11. Additionally, the Board supported the Commissioner in capacitating the NLC Executive
Structures and four (4) new Executive Managers were appointed, including the Chief
Audit Executive, the Chief Risk Officer, the Executive for Legal Services and the Chief
Financial Officer. The Internal Audit Division was substantially capacitated.

Capacitation of both Risk and Legal divisions is underway.

12. Lastly, the board is working tirelessly with the SIU to ensure consequence
management is taken against the previous board and managers who are implicated in
corruption scandal. Where there are fraud or corruption charges and/or receipt of
referral from the SIU, employees are immediately placed on precautionary suspension.
Of the fourteen (14) cases to date, five (5) matters are not yet concluded. Where
employees resigned, the NLC retains its right to initiate criminal or civil proceedings

and recover funds.

13. Additional Controls introduced during 2023/24 included a moratorium on pro-active
funding. The previous pro-active practices were replaced with a new grant policy on
research-based funding (pro-active funding) and procedures to ensure that all identified
organisations undergo vetting and capacity testing before they are considered to

implement projects.

-END-
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