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INTRODUCTION

In accordance with the provisions of Section 79A (1) of the Municipal Structures Act, no 117
of 1998, a municipal council must establish a committee called the Municipal Public
Accounts Committee.

The Municipal Public Accounts Committee (MPAC) of Thembisile Hani Municipality, similar
to other committees of council comprise solely of Councillors appointed by resolution of a
full Council meeting. The mayor or executive mayor, any member of the executive
committee, members of the mayoral committee, speaker, whip and municipal officials are
not allowed to be members of the Committee.

The current Municipal Public Accounts Committee (MPAC) of Thembisile Hani Local
Municipality was established by council through council resolution TH-NDC 22/12/2021 on
the 14" of December 2021.

The MPAC mandate is to assist Council to hold the executive accountable and ensure the
effective and efficient use of municipal resources.

The municipal council determine the functions of the MPAC.

PURPOSE

The purpose of this report therefore is to table to council, the MPAC Oversight Report on the
probing of Thembisile Hani Local Municipality Draft Annual Report 2020/2021 for council
consideration and adoption in terms of the above mentioned MFMA provision. Further this
report serves to inform the local community of Thembisile Hani Local Municipality on the
work performed by MPAC in holding the executive accountable for all decisions made
throughout the year of 2020/2021.

LEGAL FRAMEWORK

In accordance with the provisions of Section 121(1) of the Municipal Finance Management
Act No. 56 of 2003, every municipality and every municipal entity must for each financial year
prepare an annual report in accordance with this Chapter. The council of a municipality must
within nine months after the end of a financial year deal with the annual report of the
municipality and of any municipal entity under the municipality’s sole or shared control in
accordance with section 129,

Section 121(2) of the same act provides that, the purpose of an annual report is-
(a) to provide a record of the activities of the municipality or municipal entity
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(b) to provide a report on performance against the budget of the municipality or

(c} to promote accountability to the local community for the decisions made during the
financial year to which the report relates; municipal entity for that financial year; and
throughout the year by the municipality or municipal entity.

The annual report requirements are provided in Chapter 12 of the Municipal Finance
Management Act (MFMA), sections 45 and 46 of the MSA and the annual Division of Revenue
Act (DoRA).

Section 46(1) & (2) of the Local Government: Municipal Systems Act 32 of 2000 provides
that;

{1) a municipality must prepare for each financial year a performance report reflecting-

(a) the performance of the municipality and of each external service provider during that
financial year;

(b) a comparison of the performances referred to in paragraph (a) with targets set for and
performances in the previous financial year; and
(c) measures taken to improve performance.

(2) An annual performance report must form part of the municipality's annual report in
terms of Chapter 12 of the Municipal Finance Management Act.

Section 129 of the Municipal Finance Management Act no. 56 of 2003 requires the council of
a municipality to consider the annual report of the municipality, and by no later than two
months from the date on which the annual report was tabled in the council in terms of section
127 of the MFMA, adopt an oversight report containing the council's comments on the annual
report, which must include a statement whether the council—

(a) has approved the annual report with or without reservations;

{b) has rejected the annual report; or

(c) has referred the annual report back for revision of those components that can be revised.
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4. ACCOUNTABILITY FRAMEWORK FOR LOCAL GOVERNMENT

It is significant to have some understanding of the responsibility framework for municipalities
in order to correctly comprehend the role of the Oversight Report as distinct from that of the
Annual Report and any other reports required from the municipality. The following table
displays the nature of the culpability framework for local government:

Responsible for Oversight over Accountable
to
Council Approving for policy and Mayor & Community
budget Executive
Committee
Mayor & Executive Policy, budget, outcomes, | Municipal Council
Committee manager
Municipal Manager Outputs and Administration Mayor &
implementation Executive
Committee
_; (Council)
Chief Financial Officer | Outputs and Financial Municipal
[ and Senior Implementation management Manager
Manager and operational
functions

5.

THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE OF THLM

As provided above, the current MPAC Thembisile Hani Local Municipality compose of the
following members of councillors as appointed by council through council resolution TH-NDC
22/12/2021 on the 14™ December 2021:

Members

1. CIr. LM Tshabangu (Chairperson)
2. CIr. SB Sindana (Member)
3. CIr. RB Jiyane (Member)
4. Cir. NE Radebe (Member)
5. Clr. P Mahlangu (Member)
6. Cir. LM Maphoso (Member)
7. CIr. RQ Mtsweni {Member)
8. ClIr. Mita Motaung (Member)
9. Cir. MA Mokwena (Member)
10. Clir. ZJ Mnguni {(Member)
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FUNCTIONS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

a) To assist council to hold the executive and municipal entities to account, and to ensure
the effective and efficient use of municipal resources.

b) MPAC in executing its roles on oversight function it does not duplicate other committees
of council.

¢) It report directly to council through the speaker of the municipality and interface with the
other committees of council through the speaker, where relevant.

d) It is entitled to request for documents or evidence from the Executive Mayor of a
municipality or a municipal entity and can request support of both the internal and
external auditors {advisory) where necessary.

e) To consider and evaluate the content of the annual report and to make recommendations
to council when adopting an oversight report on the annual report, current in-year
reports, and including quarterly and mid-year reports.

SUMMARY OF REPRESENTATIONS RECEIVED FROM THE COMMUNITY AND
OTHER STAKEHOLDERS

The following table reflects the key written representations received from the respective
bodies/individuals in relation to the Annual Report:

Representation Submitted by: | Key Issues Raised

Community None
Auditor General Attached hereto under Annexure D
Audit Committee | None
Risk Management Committee | Attached hereto under Annexure D
Public Comments None
SAMWU None
IMATU None

i Other Spheres of Government ! None

The Municipal Public Accounts Committee has noted with concern once again that there is
lack of representations in respect of the Draft Annual Report from various stakeholders and
from the community at large.

MPAC therefore recommends that when the municipality publicise and distribute the Draft
Annual-Report for public comments, local organizations for example; SANCO, SADTU, NGO,
NPO within the THLM jurisdiction be provided with the copies of the AR so that they can make
comments if necessary.
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8.

ANNUAL REPORT CONSULTATION PROCESSES

The MPAC confirms the following Draft Annual Report processes and the Portfolio is hereto
attached as ANNEXURE B:

a)

b)

a)

b)

8)

The Draft Annual Report was tabled to council in terms of Section 127(2) of the MFMA on
the 31 March 2022,
An official notice inviting the public to submit comments/representations in terms of
Section 127(5)(a) of the MPFMA, was issued in the Sowetan newspaper (6 April 2022) and
posted on municipal buildings. Further copies of the Annual Report were made available
for community perusal and comments at the Municipal offices and Satellite offices viz,
Tweefontien K Satellite Office, Kwamhlanga Satellite office, Kwaggafontein Library,
Phumula Library, Verena Library and Reception desk (New and Old Building at THLM Head
Quarters) in new and old buildings of the municipality on the 6" April 2022.
After the Draft Annual Report was tabled to council in March, copies of the report were
forwarded to the following provincial departments as required by Section 127(5)(b) of the
MFMA:
. Provincial Treasury {No comments were received)
Il.  National Treasury (No comments were received)
lll.  Provincial COGTA (No comments were received)
IV.  Provincial Legislature (No comments were received)
V. Auditor General (Comments were received)

MPAC OVERSIGHT PROCESSES ON THE 2020/2021 DRAFT ANNUAL REPORT

In order to execute its oversight responsibility on the Annual Report, MPAC has developed
an Oversight Process Plan (Calendar) as outlined hereunder. The Oversight Process Plan is
hereto attached as Annexure E.

The Municipal Public Accounts Committee (MPAC) probed the municipality’s Annual
Report on the 12 — 14 April 2022 — see ANNEXURE A (minutes).

During the probing of the report, MPAC benefited from a briefing by the Provincial Auditor
General on the Municipality’s audit outcome on the 13* April 2022 and received a
presentation by the RMAFACC chairperson on the 12th — see ANNEXURE A (minutes).
During the probing, the MPAC formulated a questionnaire on the Annual Report and
directed the same to the office of the Executive Mayor for responses — see ANNEXURE C
(MPAC Questionnaire).

On the on the 5t May 2022, the MPAC considered the responses of the Executive Mayor
and further to that follow-up questions were developed —see ANNEXURE A {minutes).
On the 10 May 2022, the MPAC held a public hearing with the Executive Mayor — see
ANNEXURE A (minutes).

On the 18t May 2022, MPAC convened a meeting for consolidation and adoption of the
Draft MPAC Oversight Report on the Annual Report - see ANNEXURE A (minutes).
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10. PROBING METHODOLOGY

In probing of the Annual Report the committee resolved to make use of the following
documents in order to ensure effective and efficient outcomes:

a) The Municipality’s Draft Annual Report for the year under review
b) MFMA Circular 63

10
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5.

SUMMARY OBSERVATIONS OF THE MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE ON THE DRAFT ANNUAL REPORT

The Municipal Public Accounts Committee (MPAC) having considered the Draft Annual
Report for 2020/2021 financial year, observed that the report has been prepared in
accordance with the National Treasury’s MFMA Circular 63.

The MPAC has observed that the municipality improved from a qualified opinion with
findings audit outcome in 2018-19 and 2019-20 to an unqualified with findings audit
outcome in 2020-21.

The MPAC has observed that the municipality has incurred irregular expenditure
amounting to R20.5 million and no reasonable steps were taken to prevent the irregular
expenditure.

The MPAC has observed with concern the 109 beneficiaries that are registered by the
municipality as indigents for the year under review.

The MPAC has observed the duplications and misallocations of issues on assessment of
community needs e.g. issues raised at Phola (ward 6} were also captured under (ward 7),
(high-must light at the main road of Phola Park and fixing of road via Phola Park
community Hall etc.)

The MPAC has observed with concern that the AR states in Chapter 2, paragraph 3 (2.8
Supply Chain Management) that “there were also no material findings from the office of
the Auditor General regarding the implementation of the policy and the SCM processes”
whereas there were Audit Findings relating to failure to implement SCM Policy?

The MPAC has observed that the service delivery agreement were not published on the
municipal website.

The MPAC has observed though the report of the Risk Management Anti-Fraud and Anti-
Corruption Committee (RMAFACC) that there is lack of implementation of skills transfer

plan by consultants and management to capacitate the internal municipal staff.

i1
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12.

10.

MPAC RECOMMENDATIONS TO COUNCIL

THAT council having fully considered the Draft Annual Report of THLM for (2020/2021)
and representations, adopts the oversight report and approves the annual report without
reservations.

THAT the oversight report be made public in accordance with Section 129(3) of the
Municipal Finance Management Act, no. 56 of 2003 read with Section 21A of the
Municipal Systems Act, no. 32 of 2000.

THAT the Annual Report and the Oversight Report of Thembisile Hani Local Municipality
2020/2021 be submitted to the provincial legislature within 7 days after the adoption by
the municipal council, as required by Section 132(2) of the Municipal Finance
Management Act, 56 of 2003.

THAT the Executive Mayor should intensify the development of the Audit Action Plan and
ensure that it is fully implemented and monitored on monthly basis

THAT the MPAC is of a view that there is no greater awareness made by the municipality
on indigent registration and therefore recommends that, greater emphasis on awareness
campaign, need to be done by the municipality within the 1% quarter of 2022/2023.
THAT enhanced due diligence be done municipality to ensure that all SCM regulations and
processes are adhered to, in order to avoid unnecessary irregular expenditure — be
implemented upon adoption of this report.

THAT the report on irregular expenditure incurred (20.5m) be referred to the Municipal
Disciplinary Board for further investigations - be implemented in the 1% quarter of
2022/2023

THAT in instances where the Service Provider must offer skills transfer to municipal
officials, the contract conditions must enforce the enhancement of the skills transfers to
capacitate the internal staff for the benefit of the municipality — the skills transfer plan
must be monitored on monthly basis

THAT council consider the inclusion of the MPAC chairperson’s picture in the 2021/2022
Municipal Annual Report going forward, considering the amendment to the Municipal
Structures Act, Section 79(a).

THAT considering that there are series of duplications and misallocations of issues on the

Assessment of Community Needs, it is recommended that the entire Assessment of

12
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Community Needs table (from Ward 1 to 32) be revised and corrected accordingly to
ensure the credibility of information —before the Municipal Annual Report is made public.

11. THAT the statement in the AR Chapter 2, paragraph 3 (2.8 Supply Chain Management)
that “there were also no material findings from the office of the Auditor General
regarding the implementation of the policy and the SCM processes” be reviewed as the
statement misleads the public.

12. THAT all municipal service delivery agreements must be publicised on the municipal
website, community imbizos and other media platforms to ensure transparency,

openness and accountability — be implemented after the adoption by council.

4
g X il /" o~

Yirp o 74/
N,
\Liert] AGu DATE: 18 May 2022

(MPAC CHAIRPERSON)
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ANNEXURE A

MPAC MINUTES ON PROBING OF THE ANNUAL REPORT



&

Minutes of the 2™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-
14 April 2022, Bushman’s Rock Country Lodge

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 2N° SPECIAL 2021/2022 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 12 - 14 APRIL 2022 AT
BUSHMAN’S ROCK COUNTRY LODGE
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Minutes of the 2™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-

14 April 2022, Bushman’s Rock Country Lodge

COUNCILLORS ATTENDANCE

PRESENT (12.4.2022) PRESENT (13.4.2022) PRESENT (14.4.2022)
1. Clr. LM Tshabangu 1. CIr. LM Tshabangu 1. Cir. LM Tshabangu
2. CIr. SB Sindana 2. ClIr. SB Sindana 2. ClIr. SB Sindana

3. CiIr. RB Jiyane 3. ClIr. RB Jiyane 3. CIr. RB Jiyane

4. CIr. NE Radebe 4. Cir. NE Radebe 4. Cir. NE Radebe

5. Clr. P Mahlanga 5. Cir. P Mahlanga 5. CIr. P Mahlanga

6. Cir. LM Maphoso 6. Cir. LM Maphoso 6. Cir. LM Maphoso
7. Cir. MA Mokwena 7. CIr. MA Mokwena 7. Clr. MA Mokwena
8. Cir. NM Motaung 8. Cir. NM Motaung 8. CIr. NM Motaung
ABSENT ABSENT ABSENT

1. CIr. RQ Mtsweni (LOA) | 1. Cir. RQ Mtsweni (LOA) | 1. Cir. RQ Mtsweni (LOA)
2. Clr. ZJ Mnguni 2. Clr. ZJ Mnguni 2. Cir. ZJ Mnguni

OFFICIALS ATTENDANCE

PRESENT (12.4.2022) PRESENT (13.4.2022) PRESENT (14.4.2022)
1. KO Bapela 1. KO Bapela 1. KO Bapela

2. HB Diphofa 2. HB Diphofa 2. HB Diphofa

3. A Malope 3. A Malope 3. A Malope

4. T Baloyi 4. T Baloyi 4. T Baloyi

5. BP Zikhali (AGSA) 5. T Bolman (RMAFACC)
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Minutes of the 2" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12~
14 April 2022, Bushman’s Rock Country Lodge

1. OPENING AND WELCOME
The meeting was officially opened by the MPAC chairperson, Clr LM Tshabangu.

Mr. KO Bapela (Asst Manager, MPAC Researcher, Monitoring and Evaluation) read
the notice to the meeting.

The chairperson welcomed everyone to the meeting and declared the meeting
officially opened.

2. APPLICATIONS FOR LEAVE OF ABSENCE
a) ClIr. RQ Mtsweni

3. OFFICIAL ANNOUNCEMENTS
None

4. MOTION OF SYMPATHY AND CONGRATULATIONS
None

5. DISCLOSURE OF INTERESTS
None

6. MINUTES OF THE PREVIOUS MEETINGS
None

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN
None

8. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 18/04/2022 - TH-MPAC 20/04/2022

Page 3|13
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: 14 April 2022, Bushman’s Rock Country Lodge

Non-Delegated
Index Items

ITEM NO. | SUBJECT

TH-MPAC 18/04/2022 MPAC TABLING OF THE NATIONAL TREASURY’S MFMA CIRCULAR
63 FOR THE PROBING OF THLM ANNUAL REPORT FOR THE
FINANCIAL YEAR 2020/2021

TH-MPAC 19/04/2022 MPAC OVERSIGHT PROCESS PLAN ON THE PROBING OF THLM
ANNUAL REPORT FOR 2020/2021

TH-MPAC 20/04/2022 THEMBISILE HANI LOCAL MUNICIPALITY DRAFT ANNUAL REPORT
2020/2021

Page 4|13
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14 April 2022, Bushman's Rock Country Lodge

TH-MPAC 18/04/2022 MPAC TABLING OF THE NATIONAL
TREASURY’S MFMA CIRCULAR 63 FOR
THE PROBING OF THLM ANNUAL
REPORT FOR THE FINANCIAL YEAR
2020/2021

RESOLVED

1. THAT the MPAC committee take cognisance that the municipal council has
considered and adopted the National Treasury's MFMA Circular 63 on the 31
March 2022, as a guideline to be used by MPAC during the probing of the annual

report for 2020/2021.
2. THAT the MPAC committee condones the National Treasury’s MFMA Circular 63,

as adopted by council.
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14 April 2022, Bushman’s Rock Country Lodge

TH-MPAC 19/04/2022 MPAC OVERSIGHT PROCESS PLAN ON
THE PROBING OF THLM ANNUAL
REPORT FOR 2020/2021

RESOLVED

1. THAT the MPAC committee take cognisance that the municipal council has
considered and approved the MPAC Oversight Process Plan on the 31 March
2022, on the probing of the annual report for 2020/2021.

2. THAT the MPAC committee condones the MPAC Oversight Process Plan, as
approved by council.

Page 6|13
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&

TH-MPAC 20/04/2022 THEMBISILE HANI LOCAL
MUNICIPALITY DRAFT ANNUAL
REPORT 2020/2021
DISCUSSION

The Draft Annual Report 2020/2021 was presented to the meeting for probing.

The committee used the National Treasury’s Circular 63 to probe the report.

All chapters of the report were considered by the committee.

The committee developed observations and questions to inquire with the Executive
Mayor on matters of uncertainty.

On the 12t April 2022 the meeting received an audit briefing from the Auditor General
South Africa, Mr BP Zikhali (Senior Manager).

On the 13" April 2022 the meeting received comments of the Risk Management Anti-
Fraud and Anti-Corruption Committee (RMAFACC) by Mr Trevor Boltman
(chairperson).

A. BRIEFING BY THE AUDITOR GENERAL

The briefing was done by Mr BP Zikhali (Senior Manager: Auditor General South
Affica.

The municipality improved from a qualified opinion with findings audit outcome in
2018-19 and 2019-20 to an unqualified with findings audit outcome in 2020-21.
The opinion indicates the financial information to be included in the annual
performance report is credible and can be relied upon. However, it remains a concemn
the financial statements submitted for audit were not free from material misstatements.
Material misstatements in respect of the following financial statement items were
identified only during the audit process and were not prevented by the municipality's
system of internal controls:

o Payables from exchange transactions

o Bulk purchases

o Segment reporting

o [rregular expenditure

Root causes
The key root causes that need to be addressed to further improve the audit outcome

are vacancies in key units, lack of appropriate competencies by key officials and
inadequate oversight over financial and performance reporting.

Page 7|13
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14 April 2022, Bushman’s Rock Country Lodge

Unauthorised, Irregular, Fruitless and wasteful expenditure

ITEM IRREGULAR FRUITLESS UNAUTHORISED
EXPENDITURE | AND EXPENDITURE

WASTEFUL
EXPENDITURE

Opening balance R57,2m R12,3m NIL

Add: Incurred during the | R20,5m R39.4k NIL

current year

Less: Amount written off (R9.1m) (R821k) NIL

| Closing balance R68.6m R11.5m NIL

The table above shows that, THLM has not been able to prevent irregular and fruitless
and wasteful expenditure. The irregular expenditure has continued to increase despite
council having written off part of the expenditure.

The majority of the irregular expenditure incurred in the current year relates to incorrect
use of regulation 32, construction contracts awarded to bidders who do not have the
required CIDB grading, bidders who did not meet the functionality criteria not
disqualified and mandatory sub-contracting condition not included in the bid
specification.

Financial viability

AGSA noted with concemn that the municipality’s provision for bad debt amounted to
R1,3 billion (2019-20: R1,2 billion) which represents 98% (2019-20: 98%) of total the
debtors balance. Even though the municipality developed a revenue enhancement
strategy and hired new service providers for debt collection, such initiatives did not
yield tangible results compared to previous year.

The municipality is placing too much reliance on equitable share and conditional grant
funding to maintain operations.

Stability of key management and key units

Lack of adequately qualified and skilled workforce contributed to the findings identified
especially on expenditure, payables and supply chain management.

The council did not prioritise the AGSA’s prior year recommendations of ensuring the
municipality is capacitated with competent and skilled staff that are knowledgeable.
Areas where council will need to ensure adequately skilled capacity include amongst
others the following:

« Finance unit (Expenditure and. SCM section)

¢ Technical services & PMU units.

During the current year under review, the municipality spent around R5,3 million (incl.

VAT) on consultants used in the preparation of the financial statements and R9,1
million on consultants used for VAT review services. The municipality continues to
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Minutes of the 2™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-
14 April 2022, Bushman'’s Rock Country Lodge

place reliance on these consultants without tangible evidence of the transfer of skills
to the employees of the municipality over years.

Furthermore, appropriate systems and procedures to monitor, measure and evaluate
performance of staff in terms of section 67(1)(d) of the MSA were not developed by
council.

Status of preventative controls

The status of the following preventative controls among others was found to be
inadequate as reflected in the audit outcome:

¢ The leadership did not exercise adequate oversight responsibility regarding
financial and performance reporting and compliance as well as related intemal
controls

+ Implementation of controls over daily and monthly processing and reconciling
transactions i.e. processing and reconciliation of transactions relating to key
accounts such as payables and expenditure

« Prepare regular, accurate and complete financial and performance reports that
are supported and evidenced by reliable information i.e. preparation of quarterly
financial statements.

« Development and monitoring of the implementation of action plans to address
internal control deficiencies as evidenced by the repeat findings on the reporting
of pre-determined objectives.

o Inadequate processes to prevent or identify non-compliance with laws and
regulations that result to irregular remains an area of concern since the
submitted AFS did not reflect any new additional irregular expenditure except
through the audit process

RECOMMENDATIONS OF THE AGSA TO MPAC
The MPAC should ensure that:

1. Daily and monthly processing and reconciliation of transactions and AFS
preparation and review process is enhanced to avoid recurring audit issues.

2. The irregular expenditure and fruitless and wasteful expenditure balances are dealt
with and cleared from the books of the municipality in line with prevailing legislation
in this regard.

3. Key units needs to be capacitated to ensure the efficient running of the municipality
and the realisation of the municipality’s service delivery objectives

4. Enhancement of revenue collection strategies to secure financial viability of the
municipality

The briefing by the Auditor General Senior Manager was concluded as such.
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14 April 2022, Bushman’s Rock Country Lodge

B. PRESENTATION BY RMAFACC (RISK MANAGEMENT, ANTI-FRAUD AND
ANTI-CORRUPTION COMMITTEE) CHAIRPERSON

The chairperson of RMAFAC made a presentation by making comments on the Draft
Annual Report and the Audit Report

COMMENTS ON THE ANNUAL REPORT

1. Top 5 risks of the municipality

Inadequate revenue collection

Inadequate fleet management

Land invasion and encroachment

Poor maintenance of road infrastructure

Inadequate provision of water and sanitation services

2. Emerging Risks

e Constitutional court ruling that PPPFA regulations 2017 are unconstitutional
and national treasury's decision that all procurement be stopped until clarity is
received from the constitutional court

¢ Theft and vandalism of municipal assets resulting in increased insurance costs
and other costs and delays in service delivery

3. Risk Mitigating Measures

« All employees to be provided with understanding of their role regarding risk
management

Implementing risk mitigating measures -

Regularly measure effectiveness of the risk mitigating measures that were
implemented

* Revise risk mitigating measures not effective or not possible to implement

COMMENTS ON THE AUDITOR GENERAL'’S REPORT

1. Improvement in audit outcomes points to improvement in control environment and
improvement in level of implementation of risk mitigation measures

2. However, there is still room for improvement in preparing annual financial
statements and annual performance report that are free from material
misstatements to get to clean administration

3. Consultants and management to develop and implement skills transfer plan for
transferring of skills to municipal finance officials

4. Regular reports on implementation of skills transfer plan

Regular reconciliations of debtors, creditors, inventory and bank

o
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Minutes of the 2" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-
14 April 2022, Bushman'’s Rock Country Lodge

6. Speed up process of implementation of asset management module on financial
management system

7. Interim financial statements to be prepared and reviewed to ensure that annual
financial statements are free from material errors

8. Annual financial statements be prepared early enough to allow reviewers including
internal audit and audit committee sufficient time to review it

9. Ensure all staff responsible for procurement understand procurement processes

10.Development and implementation of procedure manuals and checklists

11.Reviews before approval of procurement

12.Bid committee members trained

COMMENTS ON PERFORMANCE INFORMATION

1. Ensure key performance indicators comply with “smart” principle (specific,
measurable, actionable, realistic, timely)

2. Ensure that all reported performance is supported with verifiable portfolio of
evidence

IMPROVEMENT PLAN

1. Management to develop and implement action plan to address root causes to
improve the control environment

2. The progress and effectiveness of the above action plan should be monitored on
a regular basis by senior management, advisory and oversight bodies

The presentation of the RMAFACC chairperson was concluded as such
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Minutes of the 2™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-
14 April 2022, Bushman’s Rock Couniry Lodge

RESOLVED

1. THAT the MPAC take cognisance of the Draft Annual Report for 2020/2021 as
presented to the committee

2. THAT the MPAC having considered the Draft Annual Report for 2020/2021,
resolved to develop a questionnaire for the Executive Mayor to respond within 7
working day.

3. THAT upon receipt of the responses from the Executive Mayor, MPAC to organise
a meeting for consideration of such responses.

Page 12|13



Minutes of the 2™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 12-
14 April 2022, Bushman's Rock Country Lodge

9. DEPUTATIONS
None

10.MOTION

None

11.CLOSURE

The meeting was adjourned by the chairperson Clr. LM Tshabangu. The chairperson
thanked all the members for contributing positively to the meeting. She further
appreciated all officials, the AGSA and RMAFACC (in absentia) for attending the
meeting.

The meeting was officially closed.

boid 7/ 18 March 2022
CAM TSHEBANGU DATE
(MPAC CHAIRPERSON)
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Minutes of the 3" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 5
May 2022

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 3R° SPECIAL 2021/2022 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 5 MAY 2022 IN THE
MAYORAL BOARDROOM
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Minutes of the 3™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 5
May 2022

COUNCILLORS ATTENDANCE
PRESENT

Clr. LM Tshabangu
Cir. RB Jiyane

Clr. NE Radebe
Clr. P Mahlanga
Clir. LM Maphoso
Cir. MA Mokwena
Cir. NM Motaung
Clr. RQ Mtsweni
Clr. ZJ Mnguni

© N> LARXNS

ABSENT

1. CIr. SB Sindana (LOA)

OFFICIALS PRESENT

1. KO Bapela
2. HB Diphofa
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Minutes of the 3" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 5
May 2022

1. OPENING AND WELCOME
The meeting was officially opened by the MPAC chairperson, Cir LM Tshabangu.

Mr. KO Bapela (Asst Manager, MPAC Researcher, Monitoring and Evaluation) read
the notice to the meeting.

The chairperson welcomed everyone to the meeting and declared the meeting
officially opened.

2. APPLICATIONS FOR LEAVE OF ABSENCE
a) CIr. SB Sindana

3. OFFICIAL ANNOUNCEMENTS
None

4. MOTION OF SYMPATHY AND CONGRATULATIONS
None

5. DISCLOSURE OF INTERESTS
None

6. MINUTES OF THE PREVIOUS MEETINGS
None

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN
None

8. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 21/05/2022
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Minutes of the 3™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 5
May 2022

Non-Delegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 21/05/2022 | MPAC CONSIDERATION OF THE EXECUTIVE MAYOR’S
RESPONSES ON THE MUNICIPALITY’S DRAFT ANNUAL
REPORT FOR 2020/2021
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Minutes of the 3™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 5
May 2022

TH-MPAC 21/05/2022 MPAC CONSIDERATION OF THE
EXECUTIVE MAYOR’S RESPONSES
ON THE MUNICIPALITY’S DRAFT
ANNUAL REPORT FOR 2020/2021

RESOLVED

1. THAT MPAC having considered the responses of the Executive Mayor, resolved
to hold a public hearing with the Executive Mayor.
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Minutes of the 3" Special 2021/2022 Municipal Public Accounts . Committee meeting held on the 5
May 2022

9. DEPUTATIONS
None

10.MOTION

None

11.CLOSURE

The meeting was officially closed.

18 May 2022
DATE
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Minutes of the 4% Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

=t

¥/ O
D00 e

MINUTES

OF THE 4™ SPECIAL 2021/2022 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 10 MAY 2022 IN THE
MUNICIPALITY COUNCIL CHAMBER
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Minutes of the 4™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

MPAC MEMBERS ATTENDANCE
PRESENT

1. Clr. LM Tshabangu
2. ClIr. RB Jiyane

3. ClIr. SB Sindana

4. Cir. NE Radebe

5. CIr. P Mahlanga

6. Cir. LM Maphoso
7. Clr. MA Mokwena
8. Cir. NM Motaung
9. Cir. RQ Mtsweni
10.Clr. ZJ Mnguni

ABSENT
None

THLM MAYORAL COMMITTEE AND OTHER COUNCILLORS PRESENT

11.Clr. LJ Dikgale Executive Mayor

12.ClIr JE Mthimunye MMC for Finance

13.Clir E Malekane MMC for Corporate Services

14.ClIr TE Motanyane Council Whip

15.Clir Masotja Chairperson for Section 79 Committee: Technical
16.Clir Nobela Chairperson for Section 79 Committee: Social Services

17.Clir CN Mahlangu Chairperson for Section 79 Committee: Corporate

18.Clir B Msibi Chairperson for Section 79 Committee: Finance

19.Clir B Dlamini Chairperson for Section 79 Committee: Planning and
Economic Development

THLM OFFICIALS PRESENT

20.0ON Nkosi Municipal Manager

21.KO Bapela Asst Manager MPAC Researcher, Monitoring and Evaluation
22.HB Diphofa MPAC/AC Secretary

23.TP Mahlangu  Assistant Manager: Youth Development

24.HM Kabine Personnel Assistant for the Executive Mayor
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Minutes of the 4™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

25.A Aphane SDS Assistant Manager
26.R Makhubele  Assist Manager Assets
27.T Maphutha Technical Services
28.Klaus Masilela ICT

OTHER ORGANISATIONS PRESENT

29.Ngwato Maserumule SAMWU Secretary
30.ST Kgatla IMATU representative
31.H Mathibela IMATU representative
32.Eric Mathaida Law and Order

STAKEHOLDER DEPARTMENTS PRESENT

33.Fikile Mudau Audit Committee Chairperson
34.Prudence Ndimande SALGA

35.BP Zikhali AGSA Senior Manager
36. Thuli Mashile COGTA
CHIEFS/KINGS PRESENT

37.Johannes Masemola Manala Mbhongo TC
38.Sithole Manala Mbhongo TC
39.CK Thungwane Ndzundza Fene TC
40.BS Mahlangu Makerane TC
41.Masombuka Ndebele Kingdom
42.Tshepang Hlophe Ndebele Kingdom
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Minutes of the 4™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

1. OPENING AND WELCOME
The meeting was officially opened by the MPAC chairperson, Clr LM Tshabangu.

Mr. KO Bapela (Asst Manager, MPAC Researcher, Monitoring and Evaluation) read
the notice to the meeting.

The chairperson welcomed everyone to the meeting. Special welcome was extended
to the Executive Mayor and his entourage, the Chief whip, the kings and chiefs, and
other stakeholders.
The chairperson declared the meeting officially opened.
2. APPLICATIONS FOR LEAVE OF ABSENCE

a) ClIr. MP Msiza (Speaker of Council)

OTHER LEAVE OF ABSENCE

b) Mr Trevor Boltman (RMAFACC Chairperson)
¢) Chairperson of SCOPA in the province

3. OFFICIAL ANNOUNCEMENTS
None
4. MOTION OF SYMPATHY AND CONGRATULATIONS
None
5. DISCLOSURE OF INTERESTS
None
6. MINUTES OF THE PREVIOUS MEETINGS
None
7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN

None
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Minutes of the 4 Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

8. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 21/05/2022
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Minutes of the 4% Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

Non-Delegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 21/05/2022 | MPAC HEARING WITH THE EXECUTIVE MAYOR ON THE
| PROBING OF THLM DRAFT ANNUAL REPORT FOR THE YEAR
' ENDED 30 JUNE 2021
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Minutes of the 4™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

TH-MPAC 21/05/2022 MPAC HEARING WITH THE
EXECUTIVE MAYOR ON THE
PROBING OF THLM DRAFT ANNUAL
REPORT FOR THE YEAR ENDED 30
JUNE 2021

DISCUSSIONS

The chairperson indicated to the meeting that the committee would raise 29 questions
to the Executive Mayor.

All 29 questions were raised and answered to.

Where the POE (Portfolio of Evidence) was required to support the answers provided,
the Executive Mayor was able to furnish the committee with such evidence.

The committee made recommendations on some of the questions and noted some of
the responses made.
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Minutes of the 4" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

RESOLVED

1. THAT MPAC having held the hearing with the Executive Mayor, take cognisance
of the responses of the Executive Mayor thereof

2. THAT MPAC to hold a special meeting on the 18" May 2022, to develop and adopt
the Draft Oversight Report on the annual report 2020/2021, for council
consideration and adoption.
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Minutes of the 4™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 10
May 2022

9. DEPUTATIONS
None

10.MOTION

None
11.CLOSURE

The chairperson expressed her deepest gratitude for the dedicated work done by the
Executive Mayor in responding to all questions that have been asked by the MPAC.

The chairperson thanked everyone for attending the hearing. Special thanks was
expressed to the kings and chiefs.

The meeting was officially closed.

18 May 2022
CIF. LM TSHABANGU DATE

(MPAC CHAIRPERSON)
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Minutes of the 5% Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 5™ SPECIAL 2021/2022 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 18 MAY 2022 IN THE
MUNICIPALITY COUNCIL CHAMBER
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Minutes of the 5% Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

MPAC MEMBERS ATTENDANCE
PRESENT

Cir. LM Tshabangu
Clr. RB Jivane

Clr. SB Sindana
Clr. NE Radebe
Cir. P Mahlanga
Cir. LM Maphoso
Cir. MA Mokwena
Clr. ZJ Mnguni

N R NS

ABSENT

1. Cir. NM Motaung
2. Cir. RQ Mtsweni

OFFICIALS PRESENT

1. KO Bapela Asst Manager MPAC Researcher, Monitoring and Evaluation

2. T Baloyi Chief Risk Officer

3. KS Moripe Ass Manager, Performance Management
OFFICIALS ABSENT

1. HB Diphofa MPAC/AC Secretary
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Minutes of the 5™ Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

1. OPENING AND WELCOME
The meeting was officially opened by the MPAC chairperson, Clr LM Tshabangu.

Mr. KO Bapela (Asst Manager, MPAC Researcher, Monitoring and Evaluation) read
the notice to the meeting.

The chairperson declared the meeting officially opened.
2. APPLICATIONS FOR LEAVE OF ABSENCE
a) Cir. NB Motaung
3. OFFICIAL ANNOUNCEMENTS
None
4, MOTION OF SYMPATHY AND CONGRATULATIONS
None
5. DISCLOSURE OF INTERESTS
None
6. MINUTES OF THE PREVIOUS MEETINGS
6.1. MPAC 15t Special 2021/2022 meeting held 9 March 2022
RESOLVED
THAT the Minutes of the 18*MPAC Special Meeting 2021/2022, held 9 March 2022
be adopted with the corrections on the attendance register to include Cir. NE

Radebe and the councillor was advised to sign the attendance register as she did
not sign the register in question.
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Minutes of the 5 Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

6.2. MPAC 2nd Special 2021/2022 meeting held 12 - 14 April 2022

RESOLVED

THAT the Minutes of the 24 MPAC Special Meeting 2021/2022, held 12 — 14
March 2022 be adopted |

6.3.MPAC 3rd Special 2021/2022 meeting held 5 May 2022

THAT the Minutes of the 3'4 MPAC Special Meeting 2021/2022, held 5 May 2022
be adopted

6.4. MPAC 4th Special 2021/2022 meeting held 10 May 2022

THAT the Minutes of the 4" MPAC Special Meeting 2021/2022, held 10 May 2022
be adopted with corrections to included Mrs KS Moripe (AS: PMS) as she has
attended the meeting.

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN

None

8. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 22/05/2022 — TH-MPAC 23/05/2022
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Minutes of the 5" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

Non-Delegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 22/05/2022 DRAFT THLM MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC)
ANNUAL WORK PLAN FOR THE FINANCIAL YEAR 2022/2023

TH-MPAC 23/05/2022 DRAFT THLM MPAC OVERSIGHT REPORT ON THE PROBING OF
THLM DRAFT ANNUAL REPORT FOR THE YEAR ENDED 30 JUNE
2021
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Minutes of the 5" Special 2021/2022 Municipal Public Accounts Committee mesting held on the 18
May 2022

)
DRAFT THLM MUNICIPAL PUBLIC
ACCOUNTS COMMITTEE (MPAC)

ANNUAL WORK PLAN FOR THE
FINANCIAL YEAR 2022/2023

TH-MPAC 22/05/2022

RESOLVED

1. THAT the MPAC Annual Work Plan for the financial year 2022/2023 be adopted
and referred to council for approval.
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Minutes of the 5% Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

TH-MPAC 23/05/2022 DRAFT THLM MPAC OVERSIGHT REPORT
ON THE PROBING OF THLM DRAFT
"ANNUAL REPORT FOR THE YEAR ENDED
30 JUNE 2021

RESOLVED

1. THAT the MPAC Draft Oversight Report on the Annual Report for 2020/2021, is
considered and adopted.

2. THAT council having fully considered the Draft Annual Report of the municipality
for (2020/2021) and representations, adopts the oversight report and approve the
annual report without reservations.
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Minutes of the 5" Special 2021/2022 Municipal Public Accounts Committee meeting held on the 18
May 2022

9. DEPUTATIONS
None

10.MOTION

None
11.CLOSURE

The meeting was officially closed.

18 May 2022
DATE

(MPAC CHAIRPERSON)
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THLM — MPAC Oversight Report on the Annual Report 2020/2021

ANNEXURE B

PORTFOLIO OF EVIDENCE ON THE ANNUAL REPORT PROCESSES



PUBLIC NOTICE: 2020/2021 DRAFT ANNUAL REPORT

Notice is hereby given in terms of section 127 (5) (a) of the Local Government: Municipal Finance
Management Act, 2003 {(Act No 56 OF 2003}, and in terms of section 46 of the Local Govermment:
Municipal System Act, 2000 {Act No 32 of 2000), to notify members of the community and interested
groups to submit written comments or representations on the Draft Annual Report of 202072021 as
tabled for public comments in the Municlpal Council on Monday 31 March 2022. The Draft Anpual
Report can be accessed and viewed during normal working hours (07H45-16H00) and on our municipal
website, from the 06 April 2022 to 26 April 2022 at the places stated below,

in terms of section 214 of the said Municipal System Act, the 2020/2021 Draft Annual Report of
Thembisile Hani Local Municlpality is available at the Municipal head office at Kwaggafontein,
Municipal satellite offices at Kwamhianga and Tweefontein “K”, Municipal public Hibraries at
Kwaggafontein,Phumula ,Verena and Municipal Website st www.thembisilehanilm.gov.za

Representations may be directed to the Municipal Manager, Thembisile Hani Local Municipality,
Private Bag X4041, Empumalanga, 0458, or submitted at any Satellite unit offices.

The closing date for the submisslon of representations is Tuesday, 26 April 2022,
Administrative enquiries may be directed to the following official during office hours:

*  The Assistant Manager: Performance Management System: Mes Sinah Moripe at 013 9865100

&7/

Mummpal Manager
Date: OF / 04"/ 200

i \
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Sinah Moripe

From: Sinah Moripe

Sent: Wednesday, 06 Aprit 2022 16:12

To: ‘Nhlanhla ! Simelane® .

Ce: Sipho Mahlangu

Subject: 200272021 DRAFT ANNUAL REPORT
Attachments: PT DRAFT ANNUAL REPORT 2020-2021.pdf

Good afternoon,

Kindly find the below link for the 2020/2021 Draft Annual Report for your attention, sign the above attached
acknowledgement or reply to this e-mail for acknowledgement.

For the uploading to the system of Treasury kindly note { have forwarded to Bridget as | don‘t have password,this
one is for the compliance with AG as they request acknowledgement during audit.

https://drive.google.com/file/d/1gUEF8ZrbGRkHITZmKal BEQ7uXMUKRphY/view?usp=sharing

Hope you find the above in order.

Warm regards,

PN}

% 4

Moripe Sinah

Assistant Manager PMS

Thembisile Hani Local Municipality

Mobile: (073)393 8582

Office: {013) 986 9100/9123 | Fax: {013) 986 0995
Site: www.thembisilehaniim.gov.za



Sinah Moripe

From:

Sent:

To:

Cec:

Subject:
Attachments:

Good afternoon,

Sinah Moripe

Woednesday, 06 April 2022 15:55
'Kgothatso.Matlala@treasury.Qov.za'
Bridgette Mashao; Sipho Mahlangu
2020/2021 DRAFT ANNUAL REPORT

NT DRAFT ANNUAL REPORT 2020-2021.pdf

Kindly find the below link for the 2020/2021 Draft Annual Report for your attention, sign the above attached
acknowledgement or reply to this e-mail for acknowledgement.

For the uploading to the system of Treasury kindly note | have forwarded to Bridget as | don't have password,this
one is for the compliance with AG as they request acknowledgement during audit.

https://drive.poogle.com/file/d/1gU6F8ZrbGRKHITZmMKaLBEQ7 uX MUKRphY/view?usp=sharing

Hope you find the above in order.

Warm regards,

N
1’-‘
/

i

.I
AR

Moripe Sinah

Assistant Manager PMS

Thembisile Hani Local Municipality

Mohile: {073)393 8582

Office: {013) 586 9100/9123 | Fax: (013) 986.0995
Site: www.thembisilehanlim.cov.za



Sinah Moripe

From: Sinah Moripe

Sent: Wednesday, 06 April 2022 15:37

To: 'Bongumusa Zikhali (SM)'

Ce: "TumiSe@agsa.co.za'; ‘Silindile Khumalo'; Sipho Mahlangu
Subject: 202072021 DRAFT ANNUAL REPORT

Attachments: AG DRAFT ANNUAL REPORT 2020-2021.pdf

Good afternoon Sir,

Kindly find the below link for the 2020/2021 Draft Annual Report for your attention, also sign the above attached
acknowledgement or reply to this e-mait for acknowledgement.

https://drive.poozle.com/file/d/1gU6F8ZrbGRKHITZmKq LBEQ7uXMUKRphY/view?usp=sharing

Hope you find the above in order.

Warm regards,

p~

N

Moripe Sinah

Assistant Manager PMS

Thembisile Hani Local Municipality

Mohile: {073)393 8582

Office: (013) 986 9100/9123 | Fax: (013) 986 0995
Site: www.thembisilehanilm.gov.za




Sinah Moripe

From:

Sent:

To:

Ce:

Subject:
Attachments:

Good afternoon,

Sinah Moripe

Wednesday, 06 April 2022 15:27
‘SibanyoniPC@mpg.gov.za'

Sipho Mahlangu

FwW:

COGTA DRAFT ANNUAL REPORT 2020-2021.pdf

Kindly find the below link for the Draft Annual Report 2020/2021 for the attention of the Honourable MEC, also
signed the above attached acknowledgement or reply to this e-mail to acknowledge.

https:/ fdl’iVE.gOOﬁie.COmfﬁiEfdflgUSFSZrbGRkH.IszKquEQ7UXMUKRpthViGW?USp=Shal'il’lg

Hope you find the above in order.

Warm regards,

Moripe Sinah

Assistant Manager PMS

Thembisile Hani Local Municipality

Mobile: (073)393 8582

Office; (013) 986 9100/9123 | Fax: (013} 986 0995
Site: www.thembistlehanilm.gov.za



Sinah Moripe

From: Sinah Moripe

Sent: Wednesday, 06 April 2022 15:32

To: ‘phindilem@mpuleg.gov.za’

Ce: ‘zephm@mpuleg.gov.za'; Sipho Mahlangu

Subject 2020/2021 DRAFT ANNUAL REPORT

Attachments: LEGISLATURE DRAFT ANNUAL REPORT 2020-2021.pdf
Goaod afternoon,

Kindly find the below link for the 2020/2021 Draft Annual Report for the attention of the Honourable Speaker, also
acknowledge by signing the above attacheg letter or reply to this e-mail for acknowledgement.

https://drive.coogle.com/file/d/1gU6F8ZrbGRKHITZMKaLBEQ7uXM UKRphY/view?usp=sharing

Hope you find the above in order.

Warm regards,

- &

Moripe Sinah

Assistant Manager PMS

Thembisile Hani Local Municipality

Mobile; {073)393 8582 _

Office: {013) 986 9100/9123 | Fax: (013) 986 0995
Site: www.thembisilehanilm.gov.za



THLM — MPAC Oversight Report on the Annual Report 2020/2021

ANNEXURE C

MPAC FINAL QUESTIONNAIRE AND RESPONSES OF THE EXECUTIVE
MAYOR
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Introduction

Reputation promise of the Auditor-General of South Africa

The Auditor-General of South Africa has a constitutional mandate and, as the supreme audit
institution of South Africa, exists to strengthen our country’s democracy by enabling oversight,

accountability and governance in the public sector through auditing, thereby building public
confidence.

Purpose

The purpose of this document is to apprise the MPAC on the audit outcomes of the municipality. Our
role as the AGSA is to reflect on the audit outcomes and roct causes to assist the MPAC in their
oversight role of assessing the municipality’s performance.

Audit outcomes

Improvement in audit outcomes

Types of audit outcomes

Unqualified with findings

Qualified with tindings

2018-19 2019-20 2020-21

The municipality improved from a qualified with findings audit outcome in 2018-19 and 2019-20 to
an unqualified with findings audit cutcome in 2020-21. The opinion indicates the financial information
to be included in the annual performance report is credible and can be relied upon. However, it
remains a concern the financial statements submitted for audit were not free from material
misstatements. Material misstatements in respect of the following financial statement items were
identified only during the audit process and were not prevented by the municipality's system of
internal controls: :

e Payables from exchange transactions

o Bulk purchases

s Segment reporting

» Irregular expenditure

s,

0
(12
LM

G,



MPAC briefing document 2020-21 financlal audit

The material findings identified on the annual performance report were due to planned indicators
and targets not being measurable and verifiable. The source information for measuring the planned
indicators was not clearly defined and related systems and processes were not adequate to enable
consistent measurement and reliable reporting against the pre-determined indicator definitions. As
a result, we could not audit reliability the reported achievements for the following indicators:

Key performance indicator Planned target Reported achievement

Number of household provided with 82 653 households provided 82 653 households

water with water by 30" June 2021 provided with water

Number of HH provided with &kl free 82 653 households provided 82 653 households

basic water with 6kl free basic water 30t provided with water
June 2021

There is a slight improvement on compliance with laws and regulations as the number of material
compliance findings reported in the audit report decreased from 8 findings in 2019-20 to 4 findings
in 2020-21. However, some of the findings are recurring which indicates compliance is not
adequately monitored. Material findings were identified in respect of the following subject matters:

Compliance subject matter Number of material findings
2021 2020

Annual financial statements

+ Material misstatements identified on the financial statements

| Strategic planhing and performance management

Expenditure management

+ Reasonable steps not taken to prevent irregular expenditure

Revenue management

| Conseguence management

| Procurement and contract management )

| ¢« Some of the contracts above R30 million did not include a

| condition for mandatory subcontracting to advance designated
groups.

! e The performance of some of the contractors or providers was not

| monitored on a monthly basis.

[ Total 4 8

Root causes

The key root causes that need to be addressed to further improve the audit outcome are vacancies
in key units, lack of appropriate competencies by key officials and inadequate oversight over financial
and performance reporting.

Unauthorised, Irregtilar, Fruitless and wasteful expenditure

Item Irregular Fruitless & Unauthorised
expenditure wasteful expenditure
expenditure

Opening balance R57,2 million R12,3 million NIL
Add: Incurred during the current year R20,5 million R39,4k NIL
Less: Amount written off (R9,1 million) R821k. NIL

- -‘. 3
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Closing balance R68,6 million R11,5 million NIL

The above table shows the municipality has not been able to prevent irregular and fruitless and
wasteful expenditure. The irregular expenditure has continued to increase despite council having
written off part of the expenditure,

The majority of the irregular expenditure incurred in the current year relates to incorrect use of
regulation 32, construction contracts awarded to bidders who do not have the required CIDB grading,
bidders who did not meet the functionality criteria not disqualified and mandatory sub-contracting
candition not included in the hid specification.

The balances have also not been adequately dealt with including ensuring that consequences are
implemented as a deterrent against non-compliance with laws and regulations.

Financial viability

It is conecerning to note that the municipality's provision for bad debt amounted to R1,3 billion (2019-
20: R1,2 billion) which represents 98% (2019-20: 98%j of total the debtors balance, Even though
the municipality developed a revenue enhancement strategy and hired new service providers for
debt collection, such initiatives did not yield tangible results compared to last year. This means
council should exert more efforts next year to enforce collectability of debts due to enable the
municipality to continue to be financially viable in the near future.

Significant efforts need to be exercised on this area including the mobilisation of community
members by the political leadership for citizens to take ownership and accountability on the services
provided by the municipality to bring about financial sustainability and continuity to service delivery.

‘The municipality is currently placing too much reliance on equitable share and conditional grant
funding to maintain operations. Failure by the municipality to collect revenue billed will continue to
place pressure on liquidity levels as the municipality balances the act of servicing its liabilities in the
ordinary course of the business and deliver se.rvices to communities at the same time.

Stability of key management and key units

Although the municipality has filled the vacancies at key management level, it is still not resourced
by an adequately qualified, skilled and experienced workforce at lower levels, Lack of adequately
qualified and skilled workforce contributed to the findings identified especially on expenditure,
payables and supply chain management. Adequate human resources where segregation of dufies
is promoted is necessary for implementation of the preventative controls.

Based on our observation, the senior management which include section 56 managers, are not
supported by a skilled workforce that is able to perform its day-to day duties diligently and vigilantly
without any major supervision. As a result, more effort is exerted from management attending to the
daily operations and neglecting their oversight and strategic roles. -

The council did not prioritise the AGSA’s prior year recommendations of ensuring the municipality is
capacifated with competent and skilled staff that are knowledgeable, Areas where council will need
to ensure adequately skilled capacity include amongst others the following:

¢ Finance unit (Expenditure and SCM section)

s Technical services & PMU units.

Another area which council will need to prioritise to create sustainability in the operations of the
municipality once the contracts of the consultants have come to an end relates to AFS preparation
and VAT returns. During the cutrent year under review, the municipality spent around R5,3 million

o 4
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{incl. VAT) on consultants used in the preparation of the financial statements and R9,1 million on
consuitants used for VAT review services. The municipality continues to place reliance on these
consuitants without tangible evidence of the transfer of skills to the employees of the municipality
over years.

Furthermore, appropriate systems and procedures to monitor, measure and evaluate performance
of staff in terms of section 67(1)(d) of the MSA were not developed by council.

Effectiveness of the oversight mechanism

Although the internal audit unit is not fully capacitated, a budget was made available for the unit to
bring in external expertise to assist with execution of the internal audit plan. The unit fully executed
its plan for 2020-21 and made recommendations to management for improvement of the internal
control deficiencies where necessary. The audit committee met as often as required by its charter
and through internal audit reports and audit and risk committee meetings, made recommendations
to management for improvement of the internal control deficiencies where necessary.

Status of preventative controls

The status of the following preventative cantrols among others was found to be inadequate as
reflected in the audit outcome:
¢ The leadership did not exercise adequate oversight responsibility regarding financial and
performance reporting and compliance as well as related internal controls
« Implementation of controls over daily and monthly processing and reconciling transactions
i.e. processing and reconciliation of transactions relating to key accounts such as payables
and expenditure
« Prepare regular, accurate and complete financial and performance reports that are supported
and evidenced by reliable information i.e. preparation of quarterly financial statements
« Development and monitoring of the implementation of action plans to address internal control
deficiencies as evidenced by the repeat findings on the reporting of pre-determined
objectives
¢ Inadequate processes to prevent or identify non-compliance with laws and regulations that
result to irregular remains an area of concern since the submitted AFS did not reflect any
new additional irregular expenditure except through the audit process

Recommendations

The MPAC should ensure:

» Daily and monthly processing and reconcifiation of transactions and AFS preparation and review
process is enhanced to avoid recurring audit issues

e The irregular expenditure and fruitless and wasteful expenditure balances are dealt with and
cleared from the books of the municipality in line with prevailing legislation in this regard.

s Key units needs to be capacitated to ensure the efficient running of the municipality and the
realisation of the municipality’s service delivery objectives

« Enhancement of revenue collection strategies to secure financial viability of the municipality

G
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MPAC PROCESS PLAN
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