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1. 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 through the adopted Terms of
Reference.

2. 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 2021/2022 for council
consideration and adoption pursuant to Section 129 of the MFMA. Further this report serves
to inform the local community of Thembisile Hani Local Municipality on the work performed
by the MPAC in holding the executive accountable for all decisions made throughout the
year of 2021/2022.

3. 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 act. 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.
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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

(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 (o) 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(1) of the Municipal Finance Management Act no. 56 of 2003 further 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:

»

functions [

AR B LAINE 10 :*l e
Council Approving for policy an Community
budgét 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

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 14t December 2021:
Members Designation
1. CIr. LM Tshabangu Chairperson
2. Clr. SB Sindana Member
3. CIr. RB Jiyane Member
4. CIr. NE Radebe Member
5. Cir. P Mahlangu Member
6. Cir. LM Lukhele (Maphoso) Member
7. CIr. RQ Misweni Member
8. Clr. Mita Motaung Member
9. Cir. MA Mokwena Member
10. ClIr. ZJ Mnguni Member
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6. 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. i

c) 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.

7. 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: l Key Issues Raised

Auditor General Attached hereto under Annexure D

Risk Management Committee Attached hereto under Annexure D

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 general public 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

a)

b)

c)

b)

c)

d)

e)

g)

The Draft Annual Report was tabled to council in terms of Section 127(2) of the MFMA on
the 31 of January 2023.
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 hewspaper (7 February 2023)
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 7*" February
2023.
After the Draft Annual Report was tabled to council in January 2023, copies of the report
were forwarded to the following provincial departments as required by Section 127(5)(b)
of the MFMA:
I.  Provincial Treasury (No comments were received)
ll.  National Treasury (No comments were received)
.  Provincial COGTA {(No comments were received)
IV. Provincial Legislature (No comments were received)
V.  Auditor General (Comments were received)

MPAC OVERSIGHT PROCESSES ON THE 2021/2022 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 ori the 21 — 24 February 2023.

During the probing of the report, MPAC benefited from a briefing by the Provincial Auditor
General on the Municipality’s audit outcome and as well the committee received a
presentation by the RMAFACC chairperson.

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.

On the on the 9t March 2023, the MPAC considered the responses of the Executive Mayor
and further to that follow-up guestions were developed to that effect

On the 22" March 2023 the MPAC held a public hearing with the Executive Mayor.

On the 24" March 2023 MPAC convened a meeting for consolidation and adoption of the
MPAC Oversight Report on the Annual Report.
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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

¢) LG: Municipal Finance Management Act no. 56 of 2003

d) Amended LG: Municipal Structures Act No. 117 of 1998

10
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11.SUMMARY OBSERVATIONS OF THE MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE ON THE DRAFT ANNUAL REPORT

1. The Municipal Public Accounts Committee (MPAC) having considered the Draft
Annual Report for 2021/2022 financial year, observed that the report has been
prepared inline the national treasure MFMA circular 63

2. The MPAC has observed that the municipality has maintained its 2020/2021
unqualified with findings audit out -comes in 2021/2022 financial year

3. The MPAC has observed the recurring duplications and misallocations of issues on
Assessment of Community Needs e.g. issues raised from ward 1 up to ward 32.

4. The MPAC has observed that the municipality is over relying on the use of
consultants (service providers) for AFS preparation and VAT returns.

5. The MPAC has observed non-compliance with SCM regulations which led to
unauthorised or fruitless and wasteful expenditure

6. MPAC has observed inadequate staff establishment in key units

7. MPAC has observed poor performance management system in revenue collection

8. MPAC has observed that there is recurring of material findings under Audit of
Predetermined Objectives (AOPO)

9. MPAC has observed there is inadequate implementation of the audit action plan

11
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12. MPAC RECOMMENDATIONS TO COUNCIL

1. That council having fully considered the Draft Annual Report on THLM for the
financial year 2021/2022 and its representations, adopt the oversight report and
approves the annual report without reservations.

2. That Executive Mayor to develop, implement, monitor and evaluate the audit action
plan, to improve the internal control environment and avoid recurrence of findings

3. That the municipality to appoint a dedicated personnel to work on preparation of
the AFS and the VAT returns i.e. quarterly, half yearly and the review process must
be enhanced to avoid recurring audit findings.

4. That irregular, fruitless and wasteful expenditure balances, are dealt with and
cleared from the books of the municipality in compliance with Section 32 of the
MFMA.

5. That the revenue enhancement strategy be adequately implemented, monitored
and evaluated to enhance municipal financial viability

6. That risk assessments be conducted during the planning process, to ensure that risk
mitigating actions are considered and funded when budgeting

7. That risk management plan be firmly considered in the day-to-day operations of the
municipality and in all employees’ performance agreements

8. That the implementation of the Internal Audit and Audit Committee
recommendations be considered and prioritized

9. That the Executive Mayor to ensure that the material findings on the Predetermined
Objectives are resolved to avoid recurrence to the next financial year

10. That considering that there are recurring series of duplications and misallocations of
issues on the Assessment of Community Needs, it is recommended that the entire
Assessment of 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.

TSHABANGU DATE: 24 March 2023
(MPAC CHAIRPERSON)

12
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ANNEXURE A

MPAC MINUTES ON PROBING OF THE DRAFT
ANNUAL REPORT



Minutes of the 3™ Ordinary 2022/2023 Municipal Public Accounts Committee meeting heln the 21 —
24 February 2023 at Roedevalley, Pretoria

REF.: 3/2/4/13

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 3R° ORDINARY 2022/2023 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 21 —- 24 FEBRUARY 2023 AT
ROEDEVALLEY, PRETORIA

Pagel]| 10



Minutes of the 3 Ordinary 2022/2023 Municipal Public Accounts Committee meeting hefd Bn the 21 -
24 February 2023 at Roedevalley, Pretoria

PRESENT

Cir. LM Tshabangu ( Chairperson)
Cir. SB Sindana

Cir. RB Jiyane .

Cir. NE Radebe

CIr. LM Lukhele (Maphoso)

Cir. RQ Mtsweni

Cir. MA Mokwena

Clr. ZJ Mnguni

Clr. NM Motaung

©CONOOSALNM =

OFFICIALS PRESENT

KO Bapela Asst. Manager MPAC Researcher, Monitoring and Evaluation
T Baloyi Chief Risk Officer

A Malope Chief Audit Executive

HB Diphofa MPAC/AC Secretary

OTHER

E Nkhwazi EPWP
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Minutes of the 3" Ordinary 2022/2023 Municipal Public Accounts Committee meeting heff @ the 21 -
24 February 2023 at Roedevalley, Pretoria

1.

OPENING AND WELCOME

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

The meeting was officially opened by the MPAC chairperson, Cir LM Tshabangu.

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

2,

1.

APPLICATIONS FOR LEAVE OF ABSENCE

Cir. P Mahlangu

OFFICIALS
None
OFFICIAL ANNOUNCEMENTS

The mesting was informed that the following stakeholder are expected to make
presentation to the meeting:

(a) T Boltman (FMAFACC Chairperson THLM)

{b) F Mudau (Chairperson NDM Shared Audit Committee)

(c) P Nonyane (AGSA Mpumalanga)

MOTION OF SYMPATHY AND CONGRATULATIONS

None

DISCLOSURE OF INTERESTS

None

MINUTES OF THE PREVIOUS MEETINGS

6.1.Minutes of the 2n (2022/2023) Ordinary MPAC meeting held on the 30

November — 1 December 2023

RESOLVED

Page 3|10



Minutes of the 3 Ordinary 2022/2023 Municipal Public Accounts Committee meeting heli8n the 21 -
24 February 2023 at Roedevalley, Pretoria

THAT Minutes of the 2" (2022/2023) Ordinary MPAC meeting held on the 30
November be adopted

Mover: Cir. SB Sindana
Seconder: Cir. MA Mokwena

6.2. Minutes of the 2nd (2022/2023) Special MPAC meeting held on the 14
February 2023

RESOLVED

THAT the Minutes of the 2"(2022/2023) Special MPAC meeting held on the 14 February
2023 -

Mover: Cir. RB Jiyane
Seconder: Cir. NE Radebe

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN
None

8. DEFERRED ITEMS

None

9. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 14/02/2023

TH-MPAC 15/02/2023

Page 4|10



Minutes of the 3" Ordinary 2022/2023 Municipal Public Accounts Commlttee meetung hefd & the 21 -
24 February 2023 at Roedevalley, Pretoria

Non-DeIegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 14/02/2023 | THEMBISILE HANI LOCAL MUNICIPALITY DRAFT ANNUAL
REPORT 2021/2022

TH-MPAC 15/02/2023 | MPAC PROBING OF THE MID- YEAR BUDGET AND
PERFORMANCE ASSESSMENT REPORT FOR 2022/2023

Page5]10
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24 February 2023 at Roedevalley, Pretoria

TH-MPAC 14/02/2023 THEMBISILE HANI LOCAL MUNICIPALITY
DRAFT ANNUAL REPORT 2021/2022

DISCUSSION

The Draft Annual Report 2021/2022 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 of which they complied

with circular number 63
The committee developed observations and questions for the Executive Mayor to

respond

On the 22" February 2023 the meeting received an audit briefing from the Auditor

General South Africa, Ms P. Nonyane.
On the 23™ February 2023 the meeting received presentation from the Risk
Management Anti-Fraud and ‘Anti-Corruption Commitiee (RMAFACC) by Mr Trevor

Boltman (chairperson).
On the same 23" the meeting also received a presentation from the Audit Committee

(chairperson) Ms Fikile Mudau

Page 6] 10



Minutes of the 3 Ordinary 2022/2023 Municipal Public Accounts Committee meeting heQn the 21 -
24 February 2023 at Roedevalley, Pretoria .

RESOLUTION

1. THAT the MPAC take cognisance of the Draft Annual Report for 2021/2022 as

presented to the committee

2. THAT the MPAC having considered the Draft Annual Report for 2021/2022,
resolved to develop a questionnaire for the Executive Mayor to respond within 7
working days.

3. THAT on receipt of the responses from the Executive Mayor, MPAC to organise a
meeting for consideration of such responses for 22/03/2023

Page 7] 10



Minutes of the 3" Ordinary 2022/2023 Municipal Public Accounts Committee meeting hel$n the 21 -
24 February 2023 at Roedevalley, Pretoria

TH-MPAC 15/02/2023 MPAC PROBING OF THE MID- YEAR
BUDGET AND PERFORMANCE ASSESSMENT
REPORT FOR 2022/2023

DISCUSSION

The Mid-year Budget and Performance Assessment Report for 2022/2023 was
presented to the meeting for probing.

The committee considered the report and resolved to developed questionnaire for the
Executive Mayor to respond within 7 working days.

Page 8|10



Minutes of the 39 Ordinary 2022/2023 Municipal Public Accounts Committee meeting heto®n the 21 —
24 February 2023 at Roedevalley, Pretoria

RESOLUTION

1. THAT the MPAC developed questionnaire be presented to the Executive Mayor to
respond within 7 working days.

Page 9]10



Minutes of the 3@ Ordinary 2022/2023 Municipal Public Accounts Committee meeting hé3Bn the 21 -
24 February 2023 at Roedevalley, Pretoria

10.DEPUTATIONS
NONE

11.MOTIONS
NONE

12.CLOSURE

The chairperson expressed her appreciated for the active participation of the
committee members during the proceedings and officially declared the meeting

adjourned.

24 March 2023
DATE

(MPAC CHAIRPERSON)

Page 10| 10
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@ Minutes of the 3™ Special 2022/2023 Municipal Public Accounts Committee meeting held32he 9
March 2023 at THLM Municipal Council Chamber

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 3R° SPECIAL 2022/2023 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 9 MARCH 2023 AT THLM
COUNCIL CHAMBER
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@ Minutes of the 3% Special 2022/2023 Municipal Public Accounts Committee meeting held33the ¢
; March 2023 at THLM Municipal Council Chamber

PRESENT

Clr. LM Tshabangu ( Chairperson)
Clr. RB Jiyane

Cir. NE Radebe

Cir. RQ Mtsweni

Cir. MA Mokwena

Cir. ZJ Mnguni

Cir. NM Motaung

NooaRONM=2

ABSENT

1.Clr, SB Sindana

OFFICIALS PRESENT

KO Bapela Asst. Manager MPAC Researcher, Monitoring and Evaluation
A Malope Chief Audit Executive

OTHER

E Nkhwazi EPWP
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Minutes of the 3™ Special 2022/2023 Municipal Public Accounts Committee meeting held3djthe 9
March 2023 at THLM Municipal Council Chamber

1. OPENING AND WELCOME

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

The meeting was officially opened by the MPAC chairperson, Clr LM Tshabangu.

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

2. APPLICATIONS FOR LEAVE OF ABSENCE

1. Cir. P Mahlangu
2. CIr. LM Lukhele (Maphoso)

OFFICIALS
None
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. DEFERRED ITEMS

None
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Minutes of the 3™ Special 2022/2023 Municipal Public Accounts Committee meeting hel@% the 9
March 2023 at THLM Municipal Council Chamber

9. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 16/03/2023

Page 4|10



Minutes of the 3™ Special 2022/2023 Municipal Public Accounts Committee meeting held3@the ©
March 2023 at THLM Municipal Council Chamber

Non-DeIegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 16/03/2023 | MPAC CONSIDERATION OF THE EXECUTIVE
MAYOR’S RESPONSES ON MUNICIPALITY'S DRAFT
ANNUAL REPORT FOR 2021/2023

! TH-MPAC 17/03/2023 | MPAC CONSIDERATION OF THE EXECUTIVE
MAYOR’'S RESPONSES ON MUNICIPALITY’S MID
YEAR REPORT FOR 2022/2023
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Minutes of the 3 Special 2022/2023 Municipal Public Accounts Committee meeting hel@aff the 9
March 2023 at THLM Municipal Council Chamber

TH-MPAC 16/03/2023 MPAC CONSIDERATION OF THE EXECUTIVE
MAYOR'S RESPONSES ON MUNICIPALITY’'S
DRAFT ANNUAL REPORT FOR 2021/2023

DISCUSSION

The committee considered the responses of the Executive Mayor on the MPAC
Questionnaire with regard to the Draft Annual Report 2021/2022, and as such
developed follow-up questions thereto.
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@ Minutes of the 3" Special 2022/2023 Municipal Public Accounts Committee meeting held@8the 9
: March 2023 at THLM Municipal Council Chamber

RESOLUTIONS

1. THAT the responses of the Executive Mayor on the Draft Annual Report 2021/2022

be noted
2. THAT the committee resolved to develop follow-up questions for the Executive
Mayor to respond through one-on-one hearing scheduled for the 22 March 2023,

Page 7|10



Minutes of the 3" Special 2022/2023 Municipal Public Accounts Committee meeting hel@8the 9
March 2023 at THLM Municipal Council Chamber

TH-MPAC 17/03/2023 MPAC CONSIDERATION OF THE
EXECUTIVE MAYOR'S RESPONSES ON
MUNICIPALITY’S MID YEAR REPORT
FOR 2022/2023

DISCUSSION
The committee considered the responses of the Executive Mayor on the MPAC

Questionnaire with regard to the Municipality's Mid-Year Report for 2022/2023, and
as such developed follow-up questions thereto.
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@ Minutes of the 3™ Special 2022/2023 Municipal Public Accounts Committee meeting held§ the 9
March 2023 at THLM Municipal Council Chamber

RESOLUTIONS

1. THAT the responses of the Executive Mayor on the Municipality's Mid-Year
Report for 2022/2023 be considered '
2. THAT the committee resolved to develop foliow-up questions for the Executive

Mayor to respond through one-on-one hearing scheduled for the 22 March
2023.
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Minutes of the 3" Special 2022/2023 Municipal Public Accounts Committee meeting held§p§ the 9
March 2023 at THLM Municipal Council Chamber

10.DEPUTATIONS
NONE

11.MOTIONS
NONE

12. CLOSURE
The chairperson appreciated the attendance and active participation by the commitiee
members

The chairperson officially declared the meeting closed.

AW LY 7 24 March 2023
LA M TSHEBANGU DATE

(MPAC CHAIRPERSON)
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. 3"'SPECIAL MPAC MEETING 2022/2023 9 MARCH 2023

N
<
THEMBISILE HANI LOCAL MUNICIPALITY
3RP SPECIAL MUNICIPAL PUBLIC ACCOUNTS COMMITTEE MEETING 2022/2023
VENUE: THLM MUNICIPAL COUNCIL CHAMBER
Date: 9 MARCH 2023
NAMES UHH;.HEZH AND | SIGNATURE CONTACT
- | DESIGNATION
1. | Lillian Martha Tshabangu MPAC Chairperson %\. 071623 5917
0827910771
2. | Simon Bangiswani Sindana MPAC Member 076.888 1497
3. | Richard Bongani Jiyane | MPAC Member m 079 768 8989
4. | Namntungwa Elizabeth Radebe MPAC Member . 081 864 9454
== >— | 0711111961
5. | Poppie Mahlangu . MPAC Member 072 654 2343
| 072 251 5838
6. | Lucky Matlhatsi Lukhele MPAC Member 076 983 5023
083 583 3217
7. | Rubber Qaliwe Mtsweni MPAC Member 073 659 5200
% ) m , : 066 052 4148



o

~ 3"iSPECIAL MPAC MEETING 2022/2023 9 MARCH 2023
NAMES DEPARTMENT AND | SIGNATURE CONTACT
DESIGNATION
8. | Ntombi Mitta Motaung MPAC Member \Jm H . 072 290 3386
9. | Masontaga Adelaide Mokwena MPAC Member e 060 807 9461

10.

Zenaye Jantjie Mnguni

MPAC Member N

060 651 5278
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Minutes of the 4™ Special 2022/2023 Municipal Public Accounts Committee meeting heldfithe 22
March 2023 at THLM Municipal Council Chamber

REF.: 3/2/4/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 4™ SPECIAL 2022/2023 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 22 MARCH 2023 AT THLM
COUNCIL CHAMBER

Page1]11



Minutes of the 4% Special 2022/2023 Municipal Public Accounts Committee meeting heldgfthe 22
March 2023 at THLM Municipal Council Chamber

PRESENT

Cir. LM Tshabangu ( Chairperson)
Cir. RB Jiyane

Cir. NE Radebe

Clr. MA Mokwena

Clr.-ZJ Mnguni

ClIr. SB Sindana

Cir. P Mahlangu

Clir. LM Lukhele (Maphoso)

PN RON=

ABSENT

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

MEMBERS OF THE MAYORAL COMMITTEE

Clir LJ Dikgale : The Executive Mayor
Clir J Mthimunye : MMC Finance
Clir EM Ramalekane : MMC Technical Services
Cllr NT Skhosana : MMC SDS
Clir LX Mtsweni : MMC DTPS
MEMBER OF THE COUNCIL
BV Msibi : Section 79 Chairperson Financial Services
MT Nobela : Section 79 Chairperson Social Services
SCP Seswike : Ward Councillor
SC Mahlangu : Ward Councillor
VM Ntuli : Ward Councillor
ME Mabanga : Ward Councillor
KL Masanabo : Ward Councillor
MT Ntuli : Ward Councillor
SV Masombuka : Ward Councillor
SS Mnguni : Ward Councillor
TB Dube : Ward Councillor
FV Mgayi : Ward Councillor
DS Mokoena : Ward Councillor
NS Mnguni : Ward Councillor
: Ward Councillor

CM Jiyane
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@ Minutes of the 4" Special 2022/2023 Municipal Public Accounts Committee meeting heldBthe 22
March 2023 at THLM Municipal Council Chamber

SR Nhlapho : Ward Councillor

BV Mishaise : Ward Councillo

MJ Sithole : Ward Councillor

GN Mahlangu : Ward Councillor

TP Nkosi : Ward Councillor

OFFICIALS PRESENT

KO Bapela : Asst. Manager MPAC Researcher, Monitoring and Evaluation
DJD Mahlangu : Municipal Manager

W Mtshweni : Technical Manager

M Tsebe : Manager PED

T Baloyi : Chief Risk

A Malope { Chief Audit Executive

S Mokako : Assistant Manager Communication

ET Mnguni : Corporate Services (Legal)

N Tjia : Corporate Services

LC Jiyane : MM's Office

PS Nkosi : MM's Office (ICT)

N Maserumule : SAMWU

OTHER ATTENDEES

E Nkhwazi - : EPWP

Community Development Workers: See the attached register
Ward Committee Secretaries : See the attached register

Traditional Leadership : FJ (Manala Makerana)
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Minutes of the 4" Special 2022/2023 Municipal Public Accounts Committee meeting heldlof the 22
March 2023 at THLM Municipal Council Chamber

1. OPENING AND WELCOME

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

The meeting was officially opened by the MPAC chairperson, Cir LM Tshabangu.
The chairperson welcomed the presence of the Executive Mayor and his entourage,
the administration led by Mr. DJD Mahlangu (the municipal Manager), Traditional
Leadership presents, CDWs, Ward Committee Secretaries, representatives from
different stakeholder and all people who were present to the meeting.

The chairperson declared the meeting officially opened.

2. APPLICATIONS FOR LEAVE OF ABSENCE

1. Cir. P Mahlangu
2. Clir N Motaung

OTHER
T. Boltman (RMAFACC Chair)
TE Motanyane (Council Whip)
A Malope (CAE - joined later)
CN Mahlangu (Chairperson Sec 79)
MP Msiza
SF Skosana

3. OFFICIAL ANNOUNCEMENTS
None

4. MOTION OF SYMPATHY AND CONGRATULATIONS
None

5. DISCLOSURE OF INTERESTS
None

6. MINUTES OF THE PREVIOUS MEETINGS

None
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Minutes of the 4™ Special 2022/2023 Municipal Public Accounts Committee meeting heldldB the 22
March 2023 at THLM Municipal Council Chamber

e

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN

None

8. DEFERRED ITEMS
None
9. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 18/03/2023
TH-MPAC 19/03/2023

Page5]|11



Minutes of the 4™ Special 2022/2023 Municipal Public Accounts Committee meeting held§§) the 22
March 2023 at THLM Municipal Council Chamber

Non-Delegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 18/03/2023 A MPAC HEARING WITH THE EXECUTIVE MAYOR ON
THE PROBING OF THLM DRAFT ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

TH-MPAC 19/03/2023 | MPAC HEARING WITH THE EXECUTIVE MAYOR ON
THE PROBING OF THLM MID-YEAR REPORT FOR THE
2022/2023

Page 6|11



@ Minutes of the 4™ Special 2022/2023 Municipal Public Accounts Committee meeting hel&@ the 22
March 2023 at THLM Municipal Council Chamber

TH-MPAC 18/03/2023 MPAC HEARING WITH THE EXECUTIVE
MAYOR ON THE PROBING OF THLM DRAFT
ANNUAL REPORT FOR THE YEAR ENDED 30
JUNE 2022

DISCUSSIONS

The chairperson indicated to the meeting that the committee would be raising
questions probing the annual report with the Executive Mayor.

All questions were responded fo by the Executive Mayor with supporting POEs
provided during the preceding of the meeting.

The committee accepted the responses of the Executive Mayor and further to that
where necessary the committee raised follow-up questions which were responded to,
by the Executive Mayor
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Minutes of the 4" Special 2022/2023 Municipal Public Accounts Commitiee meeting hel§of the 22
March 2023 at THLM Municipal Council Chamber

RESOLUTIONS

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

2. THAT MPAC resolved to hold a special meeting on the 24* March 2023, to develop
and adopt Draft Oversight Report on the annual report 2021/2022, for council
consideration and adoption.
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Minutes of the 4" Special 2022/2023 Municipal Public Accounts Committee meeting hel®&the 22
March 2023 at THLM Municipal Council Chamber

TH-MPAC 17/03/2023 MPAC CONSIDERATION OF THE
EXECUTIVE MAYOR'S RESPONSES ON
MUNICIPALITY'S MID YEAR REPORT
FOR 2022/2023

DISCUSSION

The committee considered the responses of the Executive Mayor on the MPAC
Questionnaire with regard to the Municipality’s Mid-Year Report for 2022/2023, and
as such developed follow-up questions thereto, to be considered in the next special

MPAC meetings
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Minutes of the 4" Special 2022/2023 Municipal Public Accounts Committee meeting hel&b® the 22
March 2023 at THLM Municipal Council Chamber

RESOLUTIONS

1. THAT the responses of the Executive Mayor on the Municipality’s Mid-Year Report
for 2022/2023 be considered

2. THAT the committee resolved to develop. follow-up questions for the Executive
Mayor to respond through one-on-one hearing scheduled for the 22 March 2023.
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Minutes of the 4™ Special 2022/2023 Municipal Public Accounts Committee meeting heldBé&the 22
March 2023 at THLM Municipal Council Chamber

10.DEPUTATIONS
NONE

11.MOTIONS
NONE

12.CLOSURE

The chairperson appreciated the attendance and active participation by the committee
members

The chairperson officially declared the meeting ciosed.

24 March 2023
DATE

(MPAC CHAIRPERSON)
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ATTENDANCE REGISTER - 4™ 2022/2023 SPECIAL MPAC MEETING

ATTENDANCE
REGISTER
FOR
Ty
4 422 SPECIAL MPAC
MEETING
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@ Minutes of the 5™ Special 2022/2023 Municipal Public Accounts Committee meeting heldZ)the 24
March 2023 at THLM Municipal Council Chamber

REF.: 3/2/14/3

THEMBISILE HANI LOCAL MUNICIPALITY

MINUTES

OF THE 5™ SPECIAL 2022/2023 MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE MEETING HELD ON THE 24 MARCH 2023.AT THLM
COUNCIL CHAMBER
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Minutes of the 5 Special 2022/2023 Municipal Public Accounts Committee meeting heldfA the 24
March 2023 at THLM Municipal Council Chamber

PRESENT

Clr. LM Tshabangu

Clr. RB Jiyane

Clr. NE Radebe

Cir. MA Mokwena

Clr. SB Sindana

Cir. LM Lukhele (Maphoso)

o0k 0N~

ABSENT

1. Clr. RQ Mtsweni
2. Cir. NM Motaung
3. Clr. ZJ Mnguni

4. CIr. P Mahlangu

OFFICIALS PRESENT

KO Bapela : Asst. Manager MPAC Researcher, Monitoring and Evaluation
OTHER ATTENDEES

E Nkhwazi : EPWP
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@ Minutes.of the 5™ Special 2022/2023 Municipal Public Accounts Committee meeting heldp@the 24
s March 2023 at THLM Municipal Council Chamber

1. OPENING AND WELCOME

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

The meeting was officially opened by the MPAC chairperson, Clr LM Tshabangu.

The chairperson welcomed members present and declared the meeting officially
opened.

2. APPLICATIONS FOR LEAVE OF ABSENCE

1. Clr. P Mahlangu
OTHER
None

3. OFFICIAL ANNOUNCEMENTS
None

4. MOTION OF SYMPATHY AND CONGRATULATIONS
None

5. DISCLOSURE OF INTERESTS
None

6. MINUTES OF THE PREVIOUS MEETINGS

6.1 Minutes of the 3™ (2022/2023) ordinary MPAC meeting held 21-24 February 2023
RESOLVED

THAT. Minutes of the 31 (2022/2023) ordinary MPAC meeting held 21-24 February
2023 are adopted

Mover: Clr. LM Lukhele (Maphoso)
Seconder: Clr. SB Sindane
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Minutes of the 5% Special 2022/2023 Municipal Public Accounts Committee meeting held®Pthe 24
March 2023 at THLM Municipal Council Chamber

6.2Minutes of the 3 (2022/2023) special MPAC meeting held on 09 march 2023

RESOLVED

THAT. Minutes of the 3™ (2022/2023) sbecial MPAC meeting held on 08 march 2023
are adopted

Mover: Cir. NE Radebe
Seconder: Cir. MA MOKWENA

6.3 Minutes of the 4t (2022/2023) Special MPAC meeting held 22 march 2023

RESOLVED

{

THAT. Minutes of the 4% (2022/2023) Special MPAC meeting held 22 march 2023 are
adopted

Mover: Cir. RB Jiyane
Seconder: Cir. MA Mokwena

6.4 Minutes of the 5t (2022/2023) Special MPAC meeting held 24 march 2023
RESOLVED

THAT. Minutes of the 5% (2022/2023) Special MPAC meeting held 24 march 2023 are
adopted (today)

Mover: Cir.NE Radebe
Seconder: Cir. RB Jiyane
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Minutes of the 5™ Special 2022/2023 Municipal Public Accounts Committee meeting heldfdthe 24
March 2023 at THLM Municipal Council Chamber

7. QUESTIONS OF WHICH NOTICE HAD BEEN GIVEN

None

8. DEFERRED ITEMS

None
8. REPORTS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

TH-MPAC 20/03/2023

Page5{9



@ Minutes of the 5" Special 2022/2023 Municipal Public Accounts Committee meeting heldB&the 24
March 2023 at THLM Municipal Council Chamber

Non-Delegated
Index Items

ITEM NO. SUBJECT

TH-MPAC 20/03/2023 | DRAFT MPAC OVERSIGHT REPORT ON THE
MUNICIPALITY’S ANNUAL REPORT FOR THE YEAR ENDED
30 JUNE 2022

Page6|9
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Minutes of the 5% Special 2022/2023 Municipal Public Accounts Committee meeting held@€ the 24
March 2023 at THLM Municipal Council Chamber

TH-MPAC 20/03/2023 DRAFT MPAC OVERSIGHT REPORT ON THE
MUNICIPALITY'S ANNUAL REPORT FOR THE
YEAR ENDED 30 JUNE 2022

DISCUSSIONS

The committee considered the draft Oversight Report and resolved to adopt it with
some additions and corrections.

Page 7|9



Minutes of the 5 Special 2022/2023 Municipal Public Accounts Committee meeting heldoh the 24
March 2023 at THLM Municipal Council Chamber

RESOLUTIONS

1. THAT the MPAC Draft Oversight Report on the Annual Report for 2021/2022, is
considered and adopted by the committee without reservations.

2. THAT the MPAC having adopted the report, recommends to council to adopts the
oversight report and approve the annual report without reservations.

Page 8]9



Minutes of the 5" Special 2022/2023 Municipal Public Accounts Committee meeting helf@ the 24
March 2023 at THLM Municipal Council Chamber

10.DEPUTATIONS
NONE

11.MOTIONS
NONE

12. CLOSURE

The chairperson appreciated the attendance and active participation by the committee
members

The chairperson officially declared the meeting closed.

24 March 2023
DATE

(MPAC CHAIRPERSON)

Page 919
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ANNEXURE B

DRAFT ANNUAL REPORT CONSULTATION
PROCESSES
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MEMORANDUM
CORPORATE SERVICES
TO : PERFOMANCE MANAGEMENT SYSTEM UNIT
FROM : MUNICIPAL MANAGER
SUBJECT : IMPLEMENTATION OF COUNCIL RESOLUTIONS
DATE - 01/02/2023

At its Ordinary Council meeting held on the 3157 January 2023, council resolved
-among others the following:

TH-NDC 174/01/2023 2021/2022 DRAFT ANNUAL REPORT AND AUDIT ACTION
_ PLAN

RESOLVED

1 THAT the 2021/2022 Draft Annual Report and Audit Action Plan be noted;

2 THAT the 2021/2022 Draft Annual Report be tabled to council as required by
Section 127 (2) of the Local Government Municipal Finance Management Act,
No 56 of 2003;

3 THAT tabling of the 2021/2022 Draft Annual Report by the Executive Mayor in term
of Section 127(2) be approved for publication in terms of section 127(5} (a)-(i) and (ii)
of the MFMA; '

4 THAT the 2021/2022 Draft Annual Report must be submitted to Auditor General,
the relevant Provincial Treasury, National Treasury and Provincial department
responsible for local govemment in the province.

Hope that you find the above in order

U=

DJD MAHLANGU
MUNICIPAL MANAGER
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Thembisile Hani Local Municipality

Public Notice

2021/ 2022 FINANCIAL YEAR DRAFT ANNUAL REPORT

Pursuant to Section 127(5){(a) of the Municipal Finance Management Act, Act No. 56 of 2003,

-and Section 46 of the Municipal Systems Act, Act No. 32 of 2000, members of the community
and interested groups are invited to submit written comments and/ or representations on
the 2021/ 2022 Financial Year (FY) Draft Annual Report as tabled in the Municipal Council that
convened on the 31% of January 2023.

Pursuant to Section 21A of the Municipal Systems Act, the 2021/ 2022 FY Draft Annual Report
of Thembisile Hani Local Municipality is available at our Kwaggafontein, KwaMhlanga and
Tweefontein K Offices during working hours (07:45 — 16:00), Municipal Public Ubraries which
are stationed in Kwaggafontein, Phumula and Verena, and also on our Municipal Webslte
(www.thembisilehanilmgov.za).

The Draft Annual Report can be viewed/ accessed from the 7' to the 27t of February 2023.

Submissions can be made via email to m_g!pg;@tbgmﬂsﬂgbgnll_m,ggﬂ and/ or at our
above-mentioned offices, and the closing date is Monday, the 27™ of February 2023, and

any person who cannot write may come to the above-mentioned offices during working hours
for transcribe assistance.

Enquiries regarding the notice may be addressed to our Performance Management Systems
(PMS) Assistant Manager, Ms. Sinah Moripe, through 013986 9123 and/ or

moripes@thembisilehanilm.gov.za,

~—DocuBigned by:
Mr. D.J.D. Mahlangu y
Municipal Manager
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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 andit 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 confiderice.

Purpose

The purpose of this document is to outline the audit outcomes and root causes that emanate from the 2021/22
financial year audit.
Audit outcomes

Stagnation in audit outcomes

Types of audit outcomes
|II T

201920 2020-21 2021-22

Movement in the overall audit outcomes

The municipality improved from a qualified with findings andit outcome in 2019-20 to an unqualified with
findings endit outcome in 2020-21 and maintained the audit outcome in 2021-22. Although the financial
statements are unqualified, material misstatements which were subsequently corrected were identified only.
during the audit process and material findings on performance information and compliance with legislation-
were identified and reported in the audit report.

Audit of the annual financial statements

Although the financial statements are unqualified, it remains a concern that material misstateiments were
identified on the financial statements submitted for audit which is non-compliance with section 122 of the
MFMA. Material misstatements on the following financial statement items were identified only during the
audit process and were not prevented by the municipality’s system of internal controls:

+  Property, plant and equipment (Incorrect classification)

s Other income (Incorrect classification)

= VAT receivable/(payable) (Incorrect class1ﬁcatmn)

»  Agency fees (Incorrect classification) ’

»  Contingent assets (None disclosure)
Segment reporting (Inacourate disclosure)
Trreguler expenditure (Inaccurate disclosure)

’,
o
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Management should strengthen the review processes of the annual financial statements to ensure that they
are aware of all GRAP updates and disclosure requirements.

Audit of the annual performance report

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

- Rey pérformance indicator - X - . Planned farget. “Reported achievemesit
Number of household provuied wrth water 91 007 64 267
Number of HH provided with 6kl free basic water 91 007 64 267

Management should also ensure the targets included in the SDBIP useful i.e. measurable.and verifiable in
line with the performance reporting framework. We recommend management benchmark with other
municipalities that are water service providers in how they craft the water provision indicators arc targets
going forward anid ensure these are measurable and verifiable.

Audit of compliance with legislation

There is a slight regressmn on compliance with laws and regulations as the number of material compliance
findings reported in the audit report increased from 4 findings in 2020-21 to 5 findings in 2021-22, In
addition, 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 Nurmbir of material findings
2021-22 2020-21

Ammusl financial statements {122(1) of the MFMA)

1  AFS submitted not free from material misstatements.

Strategic planning and performance menagement (MPPM régulation 7(1))
[1 Performance management system and related controls were inadequate.

Expenditure management

Revenue management (64(2)c) of the MFMA)

11 Accounts for municipal tax and service charges were not prepared on at
least & monthly basis,

Human resource management (67(1)(d) of the MSA)

O Appropriate systems and procedures to monitor, measure and evaluate
performance of staff were not developed and adopted.

Procurement and contract menagement (2017 FPR 8(2))

O The invitation to tender for procurement of commodities designated for
local content and production, did not stipulated the minimum threshold

| for local production.

| Toul - | 5 - 4

Root causes

l,'
"4
w
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The key root canses that need to be addressed to further improve the audit outcome are inadequate
implementation of the audit action plan, lack of appropriate competencies by officials and inadequate
oversight over financial and performance reporting.

Unauthorised, Iegular, Fruitless and wasteful expenditure

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 some of
the expenditure. :

However, majority of the irregular expenditure relates to non-compliance identified in the previous years on
multi-year contracts which were still active in the current year. The irregular expenditure identified on awards
made in the current year amounted to R535k,

The irregular expenditure incurred in the current year relates fo specifications that did not specify the
minimum threshold for local production content for the procurement of uniform.

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

Human resource management and use of consultants

Although progress has been made with regards to management of vacancies, the technical services
department which is one of the key units responsible for service delivery bad a conceming vacancy rate of
more than 10% as indicated above. This may result to delays and internal control deficiencies on
implementation of the key infrastructure projects and ultimately affect the ability of the municipality to
deliver on its service delivery mandate.

As a result of inadequate skills and competencies, the municipality still relied on consultants for the
preparation of the financial statements as well as for the compilation and submission of VAT retumns. In
respect of the VAT consultants, they were not renmnerated on a time and cost basis and the SLA did not
include a requirement for the transfer of skills. The contract was based on a percentage basis which is
considered pot to be a fair and reasonable remmmeration framework as per regulation 5(5)(a) on cost
containment measures. We also noted the municipality has advertised the post to build internal capacity with
regards to this function.

In addition, with regards for the AFS consultants, we observed there is no tangible transfer of skills to the
officials of the municipality. This is because the contract had to be extended for a further 12 months after the

s
o 4
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initial 36 month duration. The requirement for the transfer of skills was not included when the contract was
extended for a further 12 months in February 2022,

The delay in building internal capacity may result to an uneconomical use of the municipality’s resources, as
the result of paying more for the consultants than it would have if internal capacity was built. Furthermore,
despite using consultants for the preparation of the financial statements, the financial statements submitted
for audit were not free from material misstatements. Some of the material misstatements related to the
consultant’s area of responsibility i.e. incorrect classification of work in progress, agency fees and VAT
refunds.

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.

Financial health and maintenance of assets

Although the municipality has instituted the revenue enhancement strategy, council did not ensure that
consumers are lobbied to pay for services provided by the municipality to guarantee future service delivery
to communities. In addition, the municipality did not ensure monthly statements were prepared and
distributed on at least a monthly basis, as required by section 64(2)(c) of the MFMA, as part. of its
interventions to collect revenue billed. As a result, the provision for donbtful debt was sitting at 98% and the
debt collection pericd at 103 days. Below is a summary of the receivables per category.

&1,_._ e SR |l'l-_"-’:;1_¢."..-a B .l e BN S T . e Bl s Qe el Vi
Government R85 271 450,00 R99 450 006,71 R184 721 456,71 11%
Commercial R16 299 006,00 R60 998 933,30 R77297 939,30 5%
‘Households R1 321 672 411,00 R54 086 156,43 | RI 375758 56743 84%
Total R1 423 242 867,00 R214 535 096,44 | Rl 63777796344 100%

The above indicates at least 16% (R262 million) of the balance relates to government and commercial
business who should be in a position to pay for services received. Therefore, we urge management to pay
strengthen their debt collection efforts in respect of these categories of debtors.

The municipality budgeted to spend R28, 9 million on the maintenance of assets and actually spent R24, 7
million during the current year. This constitutes 2% of the maintenance budget and 1% of the actual spending
in relation to the net carrying amount of infrastructure assets stated at R1, 4 billion. Both the budgeted and
actual spending is below the 8% norm for repairs and maintenance. The failure to colléct revenue billed
results to budget constraints and inadequate budgeting for maintenance of key service delivery infrastructure.

We also identified a lot of potholes on ttie roads during our asset verification, we noticed that parks are not
being maintained which can be atiributed to the fact that the municipality does not indicators for repairs and
maintenance of roads and parks.

The impact of inadequate spending in repairs and maintenance is the continued deterioration of assets used
to deliver services as evidenced by the impairment loss of R3 million on infrastructure assets disclosed in the
financial statements. The inadequate spending on repairs and maintenance also contributes to material water
losses amounting to R24, 2 million as disclosed in the financial statements.

Project management

[/
’,

i
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The aundit of key projects covered the project life cycle on the Construction of Molofo water infrastructure
project. The project completion was delayed by more than 7 months from the original completion date of 4

March 2022. The nmnicipality only applied for the wayleave on 20 July 2022 despite construction starting 5

March 2021 and despite being required to apply for a wayleave where their services will pass the servitude
which belong to another party, during planning before appointing the contractor. During the auditors’ site

visit on 29 September 2022 the project was still under construction. The municipality paid an additional R1

million in P&Gs as a result of the extension of time despite approving the extension of time without cost.

The delay in finalisation of the project has resulted to a delay in service delivery to the community.

Basic service delivery

Target for the provision of water was not achieved as the municipality planned to provide 91 06_‘7 houscholds
. with water but they were only able to provide water to 64 267 as reported in the annual performance report
resulting to 26 740 households not provided with water.

There is also slow progress in mplemmmuon of some of the key service delivery infrastructure projects.
These projects relate to provision of water and roads infrastructure as disclosed in 3 to the financial
statements. The delay in implementation of these projects is due to budget constraints.

We identified thirty eight (38) material indicators on the basic service delivery development priority and 18%
of the indicators were not achieved, we noted that the indicators not achieved related to the provision of
water, construction of bus route, upgrading of water infrastructure and upgrading of the landfill site.

Effectiveness of the oversight mechaniem

‘The internal unit fully executed its plan for 2021-22 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.

Material irregularities

The accounting officer was not notified of any material irregularitics during the audit however the assessment
of audit findings will continne post the andit report sign off to determine if any of the matters reported meet
the definition of material irregularities. This is a continnous assessment which is not confined to a specific
audit cycle,

Recommendations

Management should ensure:

Regular AFS preparation i.e. quarterly orhalfyearly and review process is enhanced to avoid recurring
audit issues

s 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.

+  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

’,'
o
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ANNEXURE E

MPAC OVERSIGHT PROCESS PLAN ON THE
DRAFT ANNUAL REPORT 2021/2022
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