MPAC OVERSIGHT REPORT
GOVAN MBEKI MUNICIPALITY
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GLOSSARY
AFS - Annual Financial Statements
AG - Auditor General
ANC - African National Congress
CoGTA - Cooperative Governance and Traditional Affairs
DA - Democratic Alliance
EFF - Economic Freedom Fighters
FF+ - Freedom Front Plus
GMM - Govan Mbeki Municipality
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IDP - Integrated Development Plan
MEC - Member of Executive Council
MFMA - Municipal Finance Management Act
MPAC - Municipal Public Accounts Committee
MSA - Municipal Systems Act
RSA - Republic of South Africa
SCM – Supply Chain Management
SDBIP - Service Delivery and Budget Implementation Plan
UIFW – Unauthorised, Irregular, Fruitless and Wasteful expenditures
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1. FOREWORD BY THE CHAIRPERSON OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE
Cllr. C.V. Gwiji

The Constitution of RSA, 1996; the MSA, 2000 and the MFMA, 2003 enjoin Council to oversee
the performance of the municipality. GMM is therefore compelled to submit its Annual
Report to Council and in line with legal Constitutional obligations the Audited 2018/19
Annual Report was tabled to Council on 29 January 2021 for adoption. Council referred the
2018/19 Audited Annual Report to MPAC for scrutiny so that an Oversight Report can be
developed. This Report is of great importance to Council in that it will guide it in remedying
the shortcomings identified in the Annual Report. In fulfilling the responsibilities assigned
to it by Council, MPAC held meetings on the following dates:
· 11 February 2021
· 18 February 2021
· 08 March 2021
· 11 March 2021
· 23 March 2021
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In considering the 2018/19 Audited Annual Report, MPAC also consulted the 2017/18
Oversight Report to establish those areas that had not yet been implemented or attended
to, so that these could also be incorporated into the 2018/19 Oversight Report. The 2018/19
Audited Annual Report was also subjected to public participation. Copies of the 2018/19
Audited Annual Report were distributed at all municipal libraries and regional offices, and
also published on the municipal website. This was done so that members of the public could
have access to the report and submit their comments after inspecting it. MPAC will ensure
that recommendations developed in the 2018/19 Oversight Report are fully implemented by
the municipal administration; and this will be monitored through quarterly reports to
Council.
I would like to commend MPAC members for their dedication and hard work in the shadow
of a global pandemic that has led to great suffering and loss of life. They have ensured that
this Report has been finalised in time for the Council meeting on 30 March 2021. I would
also like to thank the Researcher and Secretary of MPAC for their role in the development
of the Report. The unconditional support by the Office of the Executive Mayor; the Office of
the Municipal Manager and Council Support Services is mostly appreciated. Finally, I would
like to extend my appreciation to the officials of the AG’s Office, the Municipal Advisor from
National Treasury, Internal Audit and the Audit Committee, for their guidance and focus in
compiling the Report.

(MPAC Chairperson)
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2. INTRODUCTION
The Municipal Finance Management Act (Act No. 56 of 2004) assigns specific oversight responsibilities to Council with
regard to the Annual Report and the preparation of an Oversight Report. Given the processes required by Council to
effectively undertake its oversight role, the establishment of an Oversight Committee of Council provides the appropriate
mechanism in which Council could fulfil its oversight responsibilities. In Govan Mbeki Municipality the Municipal Public
Accounts Committee (MPAC) fulfils the role of the Oversight Committee. MPAC’s primary role is to consider the Annual
Report, receive input from the various role players and to prepare a draft Oversight Report for consideration by Council.

3. BACKGROUND4. BACKGROUND
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Council is vested with the responsibility to oversee the performance of its municipality as required by the Constitution, the
Municipal Finance Management Act 56 of 2003 (MFMA) and Municipal Systems Act 117 of 1998 (MSA). This oversight
responsibility of Council is particularly important for the process of considering the Annual Report. Section 127 of the MFMA
requires the Mayor of the municipality to table the annual report of the municipality and of any municipal entity under the
municipality‘s sole or shared control at Council within seven months after the end of the financial year. After the annual
report has been tabled, the Council is required by law to exercise oversight. Section 129 of the MFMA provides for oversight
on the annual report. It requires that Council consider the annual report and must within two months from the date on which
it was tabled in Council adopt an oversight report.
The 2018/19 Audited Annual Report of the municipality was tabled in Council on the 29th of January 2021. The Annual
Report provides the municipality with the opportunity to report on the financial and non-financial performance of the
municipality. Performance of the municipality is reported against commitments in the IDP, SDBIP and other supporting
planning documents. Section 121(2) (a) of the MFMA prescribes that each municipality and each municipal entity must
prepare an annual report for each financial year in accordance with legislative requirements. The purpose of the annual
report is:
 to provide a record of the activities of the municipality;
 to provide a report on performance in service delivery and against the budget;
 to provide information that supports the revenue and expenditure decisions made; and
 to promote accountability to the local community for decisions made.
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4. LEGAL FRAMEWORK
Section 129 (1) of the Municipal Finance Management Act (2003) instructs that Councils of municipalities must consider the
annual reports developed by their municipalities and by any municipal entities under such municipalities’ sole or shared
control, and by no later than two months from the date on which the relevant annual report was tabled in Council in terms
of Section 127, 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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The Municipal Finance Management Act Circular No. 32 of the National Treasury states that the oversight report is the final
major step in the annual reporting process of a municipality. The National Treasury’s MFMA Circular No. 32 further provides
for certain provisions with regard to the compilation of the Oversight report. These provisions cover the following areas:
- Managing the process and forming committees;
- Timing considerations;
- Understanding the annual report and determining conclusions.

5. COMPOSITION OF THE COMMITTEE
The Oversight Committee is a Committee of Council established under section 79 of the Municipal Structures Act, 1998. In
the Govan Mbeki Municipality the Municipal Public Accounts Committee fulfils the role of the Oversight Committee. Due to
the separation of roles and responsibilities, between Council and the Executive it is not appropriate that members of the
Executive Committee be members of the Oversight Committee. Members of MPAC in the municipality do not serve in
Section 80 Committees.
MPAC is constituted by thirteen members. The ANC is represented by seven (7) members. The DA is represented by three
(3) members. The EFF is represented by two (2) members. The Freedom Front Plus is represented by one (1) member.
The members of MPAC are the following:
Cllr. Gwiji CV (Chairperson) - ANC, Cllr. Mtshali PD – (ANC), Cllr. Mahlangu BD – (ANC), Cllr. Masuku PIP – (ANC), Cllr.
Mbonani LM – (ANC), Cllr. Ndoda NM – (ANC), Cllr. Morajane TA – (ANC), Cllr. Maseko TM – (DA), Cllr. Van Huyssteen
NC – (DA), Cllr. Mathebula SB – (DA), Cllr. Klaas NP – (EFF), Cllr. Mofokeng TS – (EFF) and Cllr. Nel-Buitendag AD –
(FF+)
Page 5 of 17

Cllr. CV Gwiji (ANC)
– MPAC Chair

Cllr. BD Mahlangu

Cllr. TA Morajane

Cllr. TM Maseko

Cllr. PIP Masuku

Cllr. LM Mbonani

Cllr. NM Ndoda)
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6. PURPOSE
The purpose of this report is to submit to Council in terms of Section 129 of the Municipal Finance Management Act the
Oversight Report on the 2018/19 Annual Report of the Govan Mbeki Municipality.

7. RESOLUTIONS COUNCIL TABLING AND ADOPTING ANNUAL REPORT
The 2018/2019 Annual Report of Govan Mbeki Municipality (GMM) was tabled in Council on the 29th of January 2021
through resolution A004/01/2021 as detailed below.
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A004/01/2021- AUDITED 2018/2019 (SECTION 121) ANNUAL REPORT
_________________________________________________________________________________________________
FILE NUMBER: 2/4/2
RESPONSIBLE DEPARTMENT: Planning & Development
DELEGATED AUTHORITY: Non-delegated
_________________________________________________________________________________________________
1. STRATEGIC INTENT:
Financial Sustainability
Sustainable Physical Infrastructure and Improve Customer
Care Services
Economic Growth and Development
Institutional Transformation
Spatial Integration and Safe Protected Environment
Governance and Stakeholder Participation



2. PURPOSE OF THE REPORT:
To table the 2018/2019 Audited Annual report for the financial year ending 30 June 2019, as contemplated in Section 46 of
the Local Government: Municipal Systems Act, Act 32 of 2000, read with Chapter 12 of the Local Government: Municipal
Finance Management Act, Act 56 of 2003.
Page 7 of 17
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3. BACKGROUND:
Subsection 127(2) of the MFMA stipulates that:
(2) The mayor of a municipality must, within seven months after the end of a financial year, table in the municipal council
the annual report of the municipality and of any municipal entity under the municipality’s sole or shared control.
The Audited 2018/2019 Annual Report was compiled as contemplated in the National Treasury Guidelines (MFMA Circular
No. 63 dated September 2012) on the consideration of annual reports, and adopted by Council though resolution
A098/10/2019.
4. DISCUSSION:
The 2018/2019 Audited Annual Report, ANNEXURE ‘A’, includes the 2018/2019 Audited Annual Performance Report
named Appendix U to the Annual Report as well as Volume2 referred to as the Stamped Audited Annual Financial
statements as reported on by the Auditor-General as per the audit report of 2018/2019.
Section 121(3)(a), (b) and (c) of the Local Government: Municipal Finance Management Act, Act 56 of 2013, states the
annual report of a municipality must include the annual financial statements of the municipality, if Section 122(2) applies,
consolidated annual financial statements, as submitted to the Auditor-General for audit in terms of Section 126(1): (b) the
Auditor-General‘s audit report in terms of section 126(3) on those financial statements; the annual performance report of
the municipality prepared by the municipality in terms of section 46 of the Municipal Systems Act.
2019/2020 ANNUAL REPORT
The Minister of Finance exempted municipalities from submitting key reports which allows for a two month delay in the
submission of Annual Financial Statements, Annual Reports, Audit Opinions, Oversight Reports and associated processes
for the 2020/2021 financial year.
This was reported to Council under item A049/08/2020 and means that the 2019/2020 Annual Report will be tabled to
Council in March 2021.
5. IMPLICATIONS:
5.1. FINANCIAL
None.
5.2. LEGAL
The report is tabled in compliance with Section 46 of the Local Government: Municipal Systems Act, Act 32 of 2000, read
with Chapter 12 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
5.3. PERSONNEL
None.
5.4. COMMUNICATION
None.
6. RECOMMENDATION:
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1. That it BE ACKNOWLEDGED that the 2018/2019 Audited Annual Report for the financial year ending 30 June 2019,
was prepared and submitted as contemplated in Section 46 of the Local Government: Municipal Systems Act, Act 32 of
2000, read with Chapter 12 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
2. That the 2018/2019 Audited Annual Report BE APPROVED for public comments in terms of Sections 21(a) and (b) of
the Local Government: Municipal Systems Act, Act 32 of 2000, read with Section 127(5)(a)(i) of the Local Government:
Municipal Finance Management Act, Act 56 of 2003.
3. That it BE ACKNOWLEDGED that the public was informed of the Council meeting where this report will be considered,
through notices on the various municipal notice boards, in compliance with Section 130 of the Local Government: Municipal
Finance Management Act, Act 56 of 2003.
4. That it BE ACKNOWLEDGED that the closing date for the submission of public comments on the 2018/2019 Audited
Annual Report is the 25th of February 2021.
5. That the 2018/2019 Audited Annual Report BE REFERRED to the Municipal Public Accounts Committee for scrutiny.
6. That once the Municipal Public Accounts Committee has finalized the detailed analysis and review of the 2018/2019
Audited Annual Report, the committee is to DRAFT an Oversight Report to BE TABLED to Council in March 2021 for
adoption in terms of Section 129 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
RESOLUTIONS ORIGINATING FROM THE REPORTS OF THE EXECUTIVE MAYOR IN TERMS OF NON-DELEGATED
POWERS. COUNCIL MEETING HELD ON FRIDAY 29 JANUARY 2021
A004/01/2021
AUDITED 2018/2019 (SECTION 121) ANNUAL REPORT
(SV) (2/4/2)
RESOLVED
1. That it BE ACKNOWLEDGED that the 2018/2019 Audited Annual Report for the financial year ending 30 June 2019,
was prepared and submitted as contemplated in Section 46 of the Local Government: Municipal Systems Act, Act 32 of
2000, read with Chapter 12 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
2. That the 2018/2019 Audited Annual Report BE APPROVED for public comments in terms of Sections 21(a) and (b) of
the Local Government: Municipal Systems Act, Act 32 of 2000, read with Section 127(5)(a)(i) of the Local Government:
Municipal Finance Management Act, Act 56 of 2003.
3. That it BE ACKNOWLEDGED that the closing date for the submission of public comments on the 2018/2019 Audited
Annual Report is the 25th of February 2021.
4. That the 2018/2019 Audited Annual Report BE REFERRED to the Municipal Public Accounts Committee for scrutiny.
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5. That once the Municipal Public Accounts Committee has finalized the detailed analysis and review of the 2018/2019
Audited Annual Report, the committee is to DRAFT an Oversight Report to BE TABLED to Council in March 2021 for
adoption in terms of Section 129 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.

8. OVERSIGHT PLAN PROCESS
In performing its oversight on the 2018/19 Annual Report MPAC drafted an oversight plan as tabled below:

PLAN MILESTONES

TARGET DATES

1.1.

1. PROCESS PLAN
09 February 2021
MPAC Chair
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1.2.
1.3.

Present Process Plan and confirm
dates
Submission of Process Plan for
adoption
Annual Report Presentation

2.2. Place Annual Report at strategic
points for comments

2.3.
Place
comments.

advertisement

3.1 Refine documents as required

inviting

RESPONSIBILITY

09 February 2021

MPAC Chair

11 February 2021

Municipal Advisor from the
National Treasury

2. DISSEMINATION FOR COMMENTS
11 February 2021
Office of the Municipal
Manager

12 February 2021

Office of the Municipal
Manager

3. REFINE DOCUMENTS
10 February 2021
MPAC Chair

COMMENTS

The process plan was
presented.
The process plan was
submitted to all stakeholders.
The workshop on the Annual
Report and on how to
investigate
the
UIFW
expenditures was fruitful.
Office of the Municipal
Manager
The Annual Report was
placed at strategic points
The advert for the Annual
Report was placed as per the
request of the committee.
All relevant documents were
refined by the MPAC Chair.

4. ANNUAL REPORT
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4.1 Draft questions for the accounting
officer

16 February 2021

MPAC members

4.2.
MPAC
meeting
to
allocate
responsibilities on the scrutinization of the
management responses.
4.2 Send questions to the management

18 February 2021

MPAC members

18 February 2021

Secretary

4.2 Receive responses from the
management
4.3
Scrutinize
responses
from
management

05 March 2021

Secretary

08 March 2021

MPAC members

4.4 Departmental hearings

11 March 2021

MPAC members

5.1 Compile Oversight Report

Members of MPAC drafted
questions on the Annual
Report to be sent to
management.
The responsibilities were
successfully shared.
The drafted questions were
sent to management for
responses.
Final Responses received
from management.
MPAC sat to scrutinize
responses from
management.
Departmental hearings were
held successfully on the11th
of March 2021.

5. CONDUCT OVERSIGHT
18 March 2021
MPAC Chair and support
staff
23 March 2021
MPAC members

The report was compiled as
per the schedule.
5.2 Adoption of the Oversight Report
The report was adopted by
MPAC.
5.3 Submit oversight report to the Speaker
24 March 2021
MPAC Chair
The Oversight Report was
to be placed on the Council Agenda
submitted to the Speaker
5.3 Present Oversight Report to Council
30 March 2021
MPAC Chair
The Oversight Report was
presented by the
Chairperson to Council.
6. SUBMISSION OF ANNUAL REPORT WITH OVERSIGHT REPORT
6.1 Submission to MEC, A-G and
30 April 2021
Office of the Municipal
Provincial Treasury
Manager

9. OVERSIGHT METHODOLOGY
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As stated above the Annual Report of the municipality was tabled in the Council meeting of the 29th of January 2021 and
referred to MPAC for oversight and scrutiny. An advert was also placed in the newspaper informing the public and
stakeholders to submit comments and input on the annual report. The copies of the annual report were placed on the
municipality‘s website and at all satellite and regional offices. A process plan was then developed by the committee as its
guideline on how to execute the activities of the committee when considering the Annual Report.
The annual report was scrutinized by MPAC and a process plan was developed to consider the report. The committee
referred its oversight plan to the Office of the Municipal Manager, the Auditor General and other Section 79 committees to
note the dates of meetings and information expected from them. In one of these meetings a representative from the National
Treasury presented the Auditor General’s Report. A workshop was held to assist the committee in developing the oversight
report. The Accounting Officer and his team were also given an opportunity to present the 2018/19 Audited Annual Report.
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On 16 February 2021 MPAC compiled detailed questions arising from the consolidated annual report of the municipality for
submission to the office of the Municipal Manager for written responses. On 23 February 2020, the committee requested a
presentation from the Chairperson of the Audit Committee on their oversight reports on the 2018/19 Annual Report. The
report of the Audit Committee is attached as an annexure to this report. An engagement session was held on the 20 February
2021 whereby Chairpersons from the various Oversight Committees were invited to present their findings on the annual
report and submit inputs to MPAC. The reports of these Committees are attached as an annexure to this report. This
oversight report was prepared by incorporating all the relevant information that was presented to the committee in relation
to the 2018/19 Annual Report of the municipality.

10. CHECKLIST OF THE ANNUAL REPORT AS PER SECTION 121 (3) OF THE MFMA, 56 OF 2003
AND MFMA CIRCULAR 11
CONTENT OF THE ANNUAL REPORT
a) Annual Financial Statement of the municipality
b) Auditor General’s report on the Financial Statements
c) Annual Performance Report of the municipality prepared in terms of Section 46 of the Municipal Systems Act
d) Auditor General’s report in terms of Section 45 (b) of the Municipal Systems Act
e) An assessment by the Accounting Officer of any arrears on municipal taxes and services

TICK
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f) Assessment by the Accounting Officer of the municipality’s performance objectives referred to in Section 17
(3) (b) for revenue collection from each revenue source and for each vote in the municipality’s approved
budget for the relevant financial year.
g) Particulars of corrective action taken or to be taken in response to issues raised in the audit reports referred to
in paragraphs (b) and (d).
h) Any explanation that may be necessary to clarify issues in connection with the financial statement.
i) Any information as determined by the municipality.
j) Any recommendations of the municipality’s audit committee.
k) Any other information as may be prescribed









11. MPAC FINDINGS AND OBSERVATIONS
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The municipality regressed from unqualified opinion in 2017/18 Financial Year to a disclaimer of opinion for the reporting
period from the Auditor General. The committee would like to see an improvement in the municipality and achieving the set
targets. The Auditor General’s findings on predetermined objectives stated that some significantly important targets were
not reliable when compared to the source of information or evidence provided. In this regard it is imperative that Section 79
Committees rigorously monitor and oversee the work of departments through oversight visits to assist in ensuring reliability
of evidence or source of information as well as follow up on relevant findings by the Auditor General related to the
department being overseen.
There were numerous repeat findings by the Auditor General in respect of predetermined objectives and compliance. This
matter has been raised in previous oversight reports yet the municipality has not improved in addressing this. The
management plan indicating the action taken on the findings raised by the auditor general for the 2017/18 financial year
fails to address the issue of repeat findings. It is evident that the management action plan was not monitored. The plan was
not effectively implemented as findings by the AG were repeated. The committee reiterates that the municipality implements
measures to deal with the repeat findings. The recommendations made by MPAC on the 2017/18 Oversight Report were
not fully implemented. The municipality’s failure to comply with applicable legislation relating to procurement and contract
management, expenditure management and consequence management is a concern to the Committee. The municipality
had incurred fruitless and wasteful expenditure due to interest paid on late payments made to suppliers, particularly Eskom
and Rand Water.
Irregular expenditure was also reported due to a number of contracts that had expired. This can easily be prevented if proper
systems are put in place to detect expiry dates. To ensure accountability and good governance the committee expects the
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Accounting Officer to implement consequence management on all officials who failed to ensure that the municipality
performs effectively. The Committee would also like to see that investigations are completed timeously and necessary action
be taken against responsible persons. Another significant finding that is a concern to the Committee are the internal control
weaknesses raised in the Auditor General’s report. Poor monitoring controls and a lack of proper record management
system prevents financial and performance reports from being complete and accurate thus hindering the municipality from
achieving a clean audit. The municipality is encouraged to implement the recommendations made by Internal Audit, Risk
Management and the Audit Committee.
The gross consumer debtors for the reporting period were significantly impaired and were raised as a matter of emphasis
by the Auditor General. The water and electricity losses incurred by the municipality continue to be a risk that loses the
municipality revenue. Although the Finance and Technical departments have implemented various interventions to mitigate
against the losses, emphasis must be placed on maintenance of infrastructure and monitoring thereof to reduce the losses.
The Financial Recovery Plan must be implemented without failure to achieve better results.
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Management must refrain from outsourcing functions that cannot be closely monitored internally, and rather ensure that
most functions are performed internally. MPAC is very much concerned about municipality’s failure to manage Performance
Management as required. Time taken to fill up key positions especially in Finance, renders the municipality ineffective since
interns most of the time will not commit themselves like full time employees would do and this lead to uncontrolled budget
spending in the department. Almost everyone in SCM is procuring which leads to no degree of accountability. The
municipality failed to appoint the Assistant Manager at Records who will take full responsibility and be accountable for the
documents required for auditing purposes. Councillors should play an active role in the review of the tabled Annual Report.
Efforts should be made to include public participation in the review of annual report.

12. IMPLICATIONS
POLICY
This report is in line with the terms of references of the Municipal Public Accounts Committee together with the Action Plan
of the Committee.
FINANCIAL
The report is produced internally, thus no financial implications incurred in the production of the report.
LEGAL
The Report complies with the requirements of the following legislations:
 Constitution of the Republic of South Africa, Act 108 of 1996;
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 Municipal Finance Management Act 56 of 2003 (MFMA);
 Municipal System Act 117 of 1998 (MSA);
 MFMA Circular no 32.
PERSONNEL
The report was drafted by the personnel in the Office of MPAC.
COMMUNICATION
The 2018/19 Annual Report of the municipality was distributed to the Mpumalanga Provincial Government, Department of
Cooperative Governance and Traditional Affairs (CoGTA), National Treasury and the Auditor General. Advertisements were
placed in various newspapers notifying the public that the 2018/19 Annual Report of the municipality was made available
for inspection as well as calling for public comments. The Annual Report was placed at the entrances of all regional offices
and libraries. The oversight report on the 2018/19 Annual Report of the Govan Mbeki Municipality will be available on the
municipality’s website in compliance with Section 129(3) of the Local Government: Municipal Finance Management Act, Act
56 of 2003.
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13. RECOMMENDATIONS
1. That the 2018/2019 Oversight Report, as compiled by the Municipal Public Accounts Committee on the 2018/2019
Annual Report, and as contained in the Council meeting agenda dated 29 January 2021, BE ADOPTED in
compliance with Section 129(1) of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
2. That based on the findings of the Auditor-General and the submissions received from management during the vetting
and verification process, the 2018/2019 Annual Report BE APPROVED without reservations in terms of Section
129(1) (a) of the Local Government: Municipal Finance Management Act, Act 56 of 2003.
3. That the 2018/2019 Oversight Report BE MADE AVAILABLE to the public within seven days of the date of this
resolution in compliance with Section 129(3) of the Local Government: Municipal Finance Management Act, Act 56
of 2003, through notices on all municipal notice boards, the municipal website and the local press and that copies
of the 2018/2019 Oversight Report BE MADE AVAILABLE on the municipal website, the reception areas of all
municipal offices and at all the libraries.
4. That the municipality ENDEAVOUR to go beyond placing the Annual Report on libraries and municipal offices and
ensuring that Ward Councillors and Ward Committee members are empowered to convey the report through Ward
meetings to reach the constituency better.
5. That a simplified version of the original document BE MADE available to the community so as to ensure that the
matters from the report are easily understood.
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6. That quarterly reports BE TABLED to Council on the implementation of mitigation measures on the findings of the
Auditor-General.
7. That the Accounting Officer MONITOR the management action plan to ensure that the findings of the Auditor General
are effectively addressed.
8. That Section 80 Committees properly MONITOR the implementation of the Action Plan against the findings of the
Auditor General.
9. That the Action Plan with remedial actions of all audit findings BE PART of standing items across all meetings
(Senior Management; portfolio committees; Mayoral Committee) as well as council sittings.
10. That the Assistant Manager Records BE APPOINTED as previously resolved to ensure accountability within the
section and ensure that the Auditor General easily gain access of required documents in time.
11. That it be acknowledged that the meter reading service has been insourced to minimize the inaccuracy of billing, the
credit and collection policy BE IMPLEMENTED without fear or favour.
12. That the staff at the Supply Chain Management Unit, Records Section and Project Management Unit and Bid
Committee members BE TRAINED prior to the commencement of any projects and thereafter on a continuous basis
to keep up with all relevant regulations.
13. That the strategy for the eradication of unauthorized, irregular, fruitless and wasteful expenditure BE
IMPLEMENTED unreservedly.
14. That Council INVESTIGATE all unauthorised, irregular, fruitless and wasteful expenditures to determine whether
they constitute misconduct, fraud or losses that should be recovered and where deemed necessary, to recover these
expenditures.
15. That all the recommendations of the Municipal Public Accounts Committee as contained in the 2018/2019 Oversight
Report BE IMPLEMENTED accordingly.

14. ACTION TO BE TAKEN/TAKEN






That Section 79 Committees rigorously monitor and oversee the work of departments through oversight visits to
assist in ensuring reliability of evidence or source of information as well as follow up on relevant findings by the
Auditor General related to the department being overseen.
That the management action plan be monitored to ensure that findings by the AG are not repeated.
That recommendations made by MPAC on the previous oversight reports be fully implemented.
That the municipality comply with all applicable legislation relating to procurement and contract management,
expenditure management and consequence management
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That the Accounting Officer implement consequence management on all officials who failed to ensure that the
municipality performs effectively.
That proper record management system be implemented.
That recommendations made by Internal Audit, Risk Management and the Audit Committee be fully implemented.
That the Financial Recovery Plan be implemented without failure.
That management refrain from outsourcing functions that cannot be closely monitored internally, and rather ensure
that most functions are performed internally.
That all key positons be filled timeously.
That Councillors play an active role in the review of the tabled Annual Report.
That public participation be included in the review of Annual Report.

15. CONCLUSION
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This report complies with legislative requirements delegated to MPAC by Council, MPAC terms of reference, MPAC Guide &
Toolkit and approved annual council work programme. MPAC’s process plan has proven to be an effective barometer to
monitor the work of the executive and compliance with the legislative prescripts. Similarly, the Office of the Municipal
Manager is commended for ensuring that there’s generally plausible compliance with the law and regulations as prescribed
by the National Treasury, Municipal Systems Act, Municipal Structures Act, Municipal Finance Management Act and its
circulars. Relevant legislative prescripts and process plan have adequately been complied with. The current mechanism of
providing oversight reports over Council referrals is further enhancing accountability by the executive and improving service
delivery.

16. ANNEXURES
The following Annexures are attached to the report:
 The report of the Auditor General is attached as Annexure A.
 MPAC questions and responses from management on the AFS is attached as Annexure B.
 MPAC questions and responses from management on the Annual Report is attached as Annexure C.
 Copies of Minutes of the Municipal Public Accounts Committee meetings is attached as Annexure D.
 Council Resolution on the Oversight Report is attached as Annexure E.
 Public notice is attached as Annexure F.
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MANAGEMENT REPORT
GOVAN MBEKI LOCAL MUNICIPALITY
30 June 2019
Communicated to the accounting officer on 16 October 2020
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MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON THE AUDIT OF
THE GOVAN MBEKI LOCAL MUNINCIPALITY FOR THE YEAR ENDED 30
June 2019
INTRODUCTION
1. The purpose of the management report is to communicate audit findings and other key audit
observations to the accounting officer and does not constitute public information. This
management report includes audit findings arising from the audit of the financial statements,
performance information and compliance with legislation for the year ended 30 June 2019.
2.

These findings were communicated to management and the report details management’s
response to these findings. The report includes information on the internal control deficiencies
that we identified as the root causes of the matters reported. Addressing these deficiencies will
help to improve the audit outcome.

3. In accordance with the terms of engagement, our responsibility in this regard is to:





express an opinion on the financial statements
express an opinion in the management report on the usefulness and reliability of the
reported performance information for selected development priorities, and report the
material findings in the auditor’s report
report on material findings raised on compliance with specific requirements in key
applicable legislation, as set out in the general notice issued in terms of the Public Audit
Act, 2004 (Act No. 25 of 2004) (PAA).
Notify the accounting officer of any material irregularity or suspected material irregularities
identified during the audit, and report on it in the auditor’s report.

Our engagement letter [and the addendum to the engagement letter sets out our
responsibilities and those of the accounting officer in detail.
4. This management report consists of the overall message arising from the audit, summary of
key findings and observations, annexures containing the detailed audit findings, annexures to
the report on the audit of performance information as well as the annexure to internal control
deficiencies reported.
5. The auditor’s report is finalised only after the management report has been communicated. All
matters included in this report that relate to the auditor’s report remain in draft form until the
final auditor’s report is signed. In adherence to section 50 of the PAA, we do not disclose any
information obtained during the audit and contained in this management report.
6. Please note that the information contained in these documents is confidential, privileged and
only for the information of the intended recipient(s) and may not be used, published or
redistributed without the prior written consent of the Auditor-General of South Africa (AGSA).
Any form of reproduction, dissemination, copying, disclosure, modification, distribution and or
publication of this material is strictly prohibited. Should the information be used or processed in
a manner that contravenes any laws in the Republic, the AGSA is fully indemnified from liability
that may arise from such contravention.

4
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1. The figure that follows provides a pictorial summary of the audit results and our key messages
on how to improve the audit outcomes with the focus on the following:1


Status of the audit outcomes



Status of the level of assurance provided by key role players



Status of the drivers of internal controls



Status of risk areas



Root causes to be addressed

Movement from the previous year is depicted as follows:2
/

Improved

/

Unchanged / slight improvement / slight regression

/

Regressed

5
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Service delivery
Govan Mbeki Local Municipality is a local municipality based in the Gert Sebanda district of Mpumalanga.
The total budget for the 2018-19 year is: R1860 896 306. It comprises of:
Capital expenditure

Operating expenditure

R124 232 243

R1 736 664 063
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Key projects identified and status as at 30 June 2019
Programme

Sustainable
physical
infrastructure
and improve
customer care

Key projects
tested

Describe the
project and
intended
outcome

Project duration
- indicate the
start and
(expected)
completion date

Project
value

Budget
allocation or
source of
funding for
the project

Status of
project as
at 30th
June 2019

SCM
irregularities
identified

Irregular
expenditure

AOPO
findings

Accounting
findings

Value
add
findings

(Yes/No and
include the
irregularity)

(Yes/No AND
Include the
rand Value-R

(Yes/No and
include the
finding)

(Yes/No and
include the
finding)

(Yes/No
and
Include
the actual
finding

R8 931 891

Yes
Reported
performance
overstated

Yes
Commitments
overstated by
R2,6 million

No

N/a

N/a

N/a

Refurbishment
and upgrading
of Emzinoni
WWTW and
sewer pump
stationsSanitation

Refurbishing
the
mechanical
and electrical
and upgrading
of civil works

Start
date:27/11/2018
Completion
date:30/06/2019

R11,056,989

MIG
Municipal
Infrastructure
Grant

50%
Complete

Yes
Bid
documents
not submitted

Construction of
Bulk Water and
reticulation in
Charl CilliersWater

pipeline from
Sasol to new
development.

The project has
been stopped
before it
commenced due
to lack of
capacity. Only

R512,169.11

MIG
Municipal
Infrastructure
Grant

Contractor
not
appointed

N/a
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Conversion of
VIP to
waterborne
toilets in
Emzinoni Ext 6
& 10Sanitation

pipeline from
Sasol to new
development.

Construction of
sanitation
infrastructure in
Kinross Ext 25

Converting of
VIP toilets in
to flushing
toilets.

Installation of
high mast and
streetlightsElectricity

Installation of
high mats and
streetlights

Rehabilitation
of Victor
Khayiyane in
EmzinoniRoads
Rehabilitation
of Albert Luthuli
Drive in
EmbalenhleRoads
Construction of
WWTW in
Charl CilliersSanitation

consultants were
paid.
The project has
been stopped
before it
commenced due
to lack of
capacity. Only
consultants were
paid.
Start
date:15/01/2018
Completion
date:15/08/2018

R512,169

MIG
Municipal
Infrastructure
Grant

100%
complete

Yes

Procurement
not equitable,
fair and
transparent
R512 169

No

Yes
Commitments
Overstated
R766 555

No

R1,000,000

MIG
Municipal
Infrastructure
Grant

100 %
complete

Yes

Procurement
not equitable,
fair and
transparent
R1 000 000

No

No

No

Start
date:15/12/2017
Completion
date:15/10/2018

R2,170,828

MIG
Municipal
Infrastructure
Grant

83%
complete

No

Yes
Commitments
overstated by
R1 515 919

No

Rehabilitation
of tired road
which were
not trafficable

Start date:
26/11/2018
Completion
date:30/03/2019

R9 145 233

MIG
Municipal
Infrastructure
Grant

100%
complete

Yes

Yes
Reported
performance
overstated
by 17%
No

Yes
Commitments
understated
by R175 530

No

Rehabilitation
of tired road
which were
not trafficable

Start date:
26/11/2018
Completion date:
30/03/2019

R8 035 073

MIG
Municipal
Infrastructure
Grant

100%
complete

Yes

No

Commitments
overstated
R295 201

No

Construction
of a new
wastewater
treatment.

Start
date:10/01/2018
Completion
date:21/12/2018

R29 726 208

MIG
Municipal
Infrastructure
Grant

49%
complete

No

Yes
Not included
in SDBIP

Commitments
understated
by R1 million

Yes
Payments
made in
advance
to the
contractor

R9145 233
Regulation 32
award.
Requirements
not met
R8 035 073
Regulation 32
award.
Requirements
not met
None
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OVERALL MESSAGE
2.

The audit outcome of the municipality stagnated on a disclaimer of opinion with findings on
predetermined objectives and non-compliance with laws and regulations. Although there was a
slight improvement in record keeping, the financial management of the municipality is not
adequate. The inadequacies in financial management are highlighted by the submission of a
poor-quality annual performance report and late and poor-quality financial statements that
contained numerous material misstatements, and the blatant disregard for the laws and
regulations relating to procurement and contract management. The significant liquidity
challenges faced by the municipality are a consequence of the financial management
practices followed by the municipality. The lack of consequences for poor performance and
transgressions of legislation together with a slow response to our recommendations to improve
the municipality’s internal controls that was evident throughout the audit, not only impacted on
the audit outcome, but also contributed to the significant increases in debt impairments, the
impairment of assets under construction and unauthorised, irregular as well as fruitless and
wasteful expenditure reported in the financial statements.

SECTION 1: Interactions with stakeholders responsible for oversight and
governance
3. During the audit cycle, we met with the following key stakeholders responsible for oversight and
governance to communicate matters relating to the audit outcome and matters identified during
our status of records review of the municipality:
Key stakeholder

Purpose of interaction

Municipal council
Municipal public accounts
committee
Executive mayor
Municipal manager

Table previous year audit report and action plans
Discuss the prior year audit report

1
1

Discuss the audit action plan and status of records
Discuss the audit action plan and status of
records, discuss the audit plan and findings raised
during the audit. Follow up on forensic reports
Attend and participate in audit committee meeting
to give input on the external audit issues

2
4

Audit committee

Number of
interactions

5

4. At these interactions, we highlighted the following key matters affecting audit outcomes and the
auditee include high-level summary of key matters or determinations not already included in
the table above:
 Progress against the audit action plan
 Reduction of irregular expenditure and SCM noncompliance
5. Some stakeholders made commitments to implement initiatives that can improve the audit
outcome. The commitments given and the progress of previous commitments are included in
section 3, which deals with the assessment of assurance providers.

9
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SECTION 2: Matters relating to the auditor’s report
AUDIT OF THE FINANCIAL STATEMENTS
6. We identified material misstatements in the financial statements during the audit. These misstatements were not prevented or detected by the
municipality’s system of internal control. These material misstatements also constitute non-compliance with section 122 of the Municipal Finance
Management Act (MFMA).
7. The misstatements that were not corrected form the basis for the disclaimer of opinion on the financial statements.
Material misstatement
Finding
(Include a brief description of the misstatement as
per the findings and the auditor’s report. Include the
reasons for the auditee not correcting the
misstatement when applicable.)
Material misstatements not corrected3
Financial statement
item
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Current assets

Occurred in prior
year
(Insert Yes/No)

Impact

Impact

R
current year

R
previous year

Consumer receivables
These are net misstatements relating to the
understatement of service charges and interest in the
current and prior year as well as limitations relating
the calculation of the debt impairment

Yes

553 027 923

66 453 132

Receivables from non-exchange transactions
These are net misstatements relating to the
understatement of rates, the processing of prior
period errors that were not supported by
documentation as well as limitations relating to the
calculation of the debt impairment
Cash and Cash equivalents

Yes

(29 492 162)

19 613 428

Yes

R 2 921 869

Pervasive unreconciled differences on the bank
accounts
10
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Financial statement
item

Revenue from
exchange
transactions
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Expenditure

Disclosure

Material misstatement
Finding
(Include a brief description of the misstatement as
per the findings and the auditor’s report. Include the
reasons for the auditee not correcting the
misstatement when applicable.)
Service charge revenue
Misstatements as a result of the understatement of
water and electricity revenue due to billing
inaccuracies and inconsistencies.
Interest revenue
Interest on consumer debtors was incorrectly
calculated
Debt impairment expense
Misstatements relating to the calculation of the debt
impairment expense

Occurred in prior
year
(Insert Yes/No)
Yes

Yes

Impact

Impact

R
current year

R
previous year

(340 604 318)

(182 674 552)

(20 176 832)

(96 971 776)

99 831 626

155 856 864

Yes

Contracted services
Limitations on documentation not provided and
documentation that did not adequately support the
expenditure incurred

Yes

General expenses
Limitations on documentation not provided and
documentation that did not adequately support the
expenditure incurred
Transfers and subsidies
Difference between the subsidy register and the
financial statements
Irregular expenditure (this is a limitation
misstatement)

Yes

37 899 074

-

Yes

(43 008 545)

44 324 582

Yes
82 676 449

82 676 449
11
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Material misstatement
Finding
(Include a brief description of the misstatement as
per the findings and the auditor’s report. Include the
reasons for the auditee not correcting the
misstatement when applicable.)
Prior year irregular expenditure was not adequately
investigated to determine the full extent of the
irregular expenditure. Control environment was weak
and remains weak.
Material misstatements corrected
Non-current assets
Property plant and equipment
(impairment of assets under construction and the
recognition of previously completed projects)
Current assets
Consumer debtors (reversal of incorrect journal)
Financial statement
item

Occurred in prior
year
(Insert Yes/No)

Impact

Impact

R
current year

R
previous year
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Yes

(48 262 685)

No

(41 580 196)

No

41 580 196

(25 739 974)

Revenue from nonexchange transactions
Rental hire revenue
Reversal of three incorrect journals

Disclosure
Cash flow statement
Cash Flow statement

Commitments

Cash received from Customers
Cash paid to suppliers and employees

Yes
Yes

(33 214 818)
38 727 245

Correction of overstatement

Yes

(55 833 057)

-
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Financial statement
item

Unauthorised
expenditure
Irregular expenditure
Fruitless and Wasteful
Expenditure

Material misstatement
Finding
(Include a brief description of the misstatement as
per the findings and the auditor’s report. Include the
reasons for the auditee not correcting the
misstatement when applicable.)
Correction of prior year understatement, correction of
current year misstatements and write back of write-off
Write-back of the write -off
Correction of current year understatement
Correction of prior year understatement
Write-back of the write -off
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Impairment of assets regarded as fruitless and
wasteful

Occurred in prior
year
(Insert Yes/No)

Impact

Impact

R
current year

R
previous year

Yes

1 061 886 526

Yes
Yes
Yes

324 174 847
59 609 556
82 676 450
145 532 909

Yes

13 672 235

(81 736 544)

82 676 450
22 616 601
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MATTERS TO BE BROUGHT TO THE ATTENTION OF USERS
Other matter paragraphs
8. The following other matter paragraphs will be included in our auditor’s report to draw the users’
attention to matters regarding the audit, the auditor’s responsibilities and the auditor’s report:
Unaudited disclosure notes
9. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose particulars of
non-compliance with the MFMA in the financial statements. This disclosure requirement did not
form part of the audit of the financial statements and, accordingly, I do not express an opinion on
it.
Withdrawal from the engagement
10. Due to the limitations imposed on the scope of the audit by management I have disclaimed my
opinion on the financial statements. However, were it not for the legislated requirement to perform
the audit of the municipality, I would have withdrawn from the engagement in terms of the ISA’s.

14
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AUDIT OF THE ANNUAL PERFORMANCE REPORT
11. In terms of the general notice issued in terms of the PAA, the opinion on the audit of reported
information will be included in the management report. The report is included below to enable
management and those charged with governance to see what the report will look like once it is
published in the auditor’s report. We will report all the audit findings included under the basis for
opinion and the other matter sections of this report in the auditor’s report.

Introduction and scope
12. We have undertaken a reasonable assurance engagement on the reported performance
information for the following selected development priority presented in the annual performance
report of the municipality for the year ended 30 June 2019:
Development priority

Pages in annual
performance report

KPA 2: Sustainable physical infrastructure and
improve customer care

x–x

Opinion

Movement4

Qualified

13. We conducted our reasonable assurance engagement in accordance with the International
Standard on Assurance Engagements, ISAE 3000: Assurance engagements other than audits or
reviews of historical financial information.
14. We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

KPA2: Sustainable physical infrastructure and improve customer care
Qualified opinion
15. In our opinion, except for the effects of the matters described in the basis for qualified opinion
paragraphs, the reported performance information for KPA2: Sustainable physical infrastructure
and improve customer care is useful and reliable, in accordance with the applicable criteria as
developed from the performance management and reporting framework as set out in annexure C
to this report.
Basis for qualified opinion
Various indicators
16. The reported achievement in the annual performance report for the indicators listed below did not
agree to the supporting evidence provided. The supporting evidence provided indicated that the
achievements of these indicators were as follows:
Indicator description

Reported achievement

Audited value

Percentage (%) reduction of
water losses by 30 June 2019

3,7% reduction achieved on
water losses recorded

2,5 % reduction achieved on
water losses recorded

15

Page 33 of 256

Management report of Govan Mbeki Local Municipality

Percentage completion of
upgrading of the inlet works and
mechanical equipment of
Emzinoni WWTW by 30
September 2018

78% completion of upgrading of
the inlet works and mechanical
equipment of Emzinoni WWTW.

50% completion of upgrading of
the inlet works and mechanical
equipment of Emzinoni WWTW.

Number of indigent households provided with access to basic services at 30 June
2019
17. The reported achievement of 12 253 households receiving access to free basic services by 30
June 2019 is not reliable as the municipality did not have an adequate performance management
system to maintain records to ensure reliable reporting of actual achievements. As a result, I was
unable to obtain sufficient appropriate evidence in some instances. While in other cases, the
supporting evidence provided did not agree to the reported achievement. Based on the supporting
evidence that was provided, the reported achievement was 11 028 households, but I was unable
to further confirm the reported achievement by alternative means. Consequently, I was unable to
determine whether any further adjustments were required to the reported achievement.

Various indicators
18. I was unable to obtain sufficient appropriate evidence for the reported achievements of three
indicators included in this development priority. This was due to limitations placed on the scope of
my work. I was unable to confirm the reported achievements by alternative means. Consequently,
I was unable to determine whether any adjustments were required to the reported achievements
of the indicators listed below.
Indicator description

Reported achievement

m2 of roads maintained by 30 June 2019

10011.17m2 of roads
maintained

KMs of Gravel Roads maintained 30
June 2019

311.62 km of Gravel Roads
Maintained

Number of households receiving a
weekly refuse removal services (A
household is defined as a residential and
non-residential unit billed for the service
by way of the financial system) by 30
June 2019.

60 639 households
receiving a weekly refuse
removal service by 30 June
2019

Other matter
19. We draw attention to the matter below. Our opinion is not modified in respect of this matter.
Achievement of planned targets
20. Refer to the annual performance report on [page(s) x to x; x to x] for information on the
achievement of planned targets for the year. This information should be considered in the context

16
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of the qualified opinion expressed on the usefulness and reliability of the reported performance
information in paragraph 21 to 23 of this report.

Responsibilities of the accounting officer for the reported performance information
21. The accounting officer is responsible for the preparation of the annual performance report in
accordance with the prescribed performance management and reporting framework, as set out in
annexure C to this report and for such internal control as the accounting officer determines is
necessary to enable the preparation of performance information that is free from material
misstatement in terms of its usefulness and reliability.

Auditor-general’s responsibilities for the reasonable assurance engagement on the
reported performance information
22. Our objectives are to obtain reasonable assurance about whether the reported performance
information for the selected development priority presented in the annual performance report is
free from material misstatement, and to issue a management report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that the assurance
engagement conducted in accordance with the relevant assurance standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if they could reasonably be expected to influence the relevant decisions of
users taken based on the reported performance information.
23. Our procedures address the reported performance information, which must be based on the
approved performance planning documents of the Municipality. We have not evaluated the
appropriateness of the performance indicators established and included in the planning
documents. Our procedures do not extend to any disclosures or assertions relating to planned
performance strategies and information relating to future periods that may be included as part of
the reported performance. Accordingly, our opinion does not extend to these matters.
24. A further description of our responsibilities for the reasonable assurance engagement on reported
performance information is included in annexure D to this report.
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AUDIT OF COMPLIANCE WITH LEGISLATION
25. Included below are material findings on compliance with selected specific requirements of
applicable legislation, as set out in the general notice issued in terms of the PAA.

Annual financial statements
26. The annual financial statements were not submitted to the Auditor-General, for auditing, within two
months after the end of the financial year, as required by section 126(1)(a) of the MFMA.
27. The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122(1) of the MFMA. Material misstatements
identified by the auditors in the submitted financial statements were not adequately corrected
and/or the supporting records could not be provided subsequently, which resulted in the financial
statements receiving a disclaimer of opinion.

Procurement and contract management
28. Sufficient appropriate audit evidence could not be obtained that all quotations were awarded in
accordance with the legislative requirements as the record keeping systems did not allow for the
easy retrieval of documentation. A similar limitation was also reported in the prior year.
29. Some of the goods and services with a transaction value of below R200 000 were procured
without obtaining the required price quotations, in contravention of by SCM regulation 17(a) and
(c). Similar non-compliance was also reported in the prior year.
30. Some of the contracts were awarded to bidders based on points given for criteria that differed
from those stipulated in the original invitation for bidding, in contravention of SCM regulations
21(b) and 28(1)(a) and the Preferential Procurement Regulations. Similar non-compliance was
also reported in the prior year.
31. Some of the construction contracts were awarded to contractors that did not qualify for the
contract in accordance with section 18(1) of the CIDB Act and CIDB regulations 17 and 25(7A).
Similar non-compliance was also reported in the prior year. This non-compliance was identified in
the procurement processes for the conversion of water borne toilets in Emzinoni and the
rehabilitation of Victor Khayiyane Road in Emzononi and Albert Luthuli Drive.
32. Some of the bid documentation for procurement of commodities designated for local content and
production, did not stipulated the minimum threshold for local production and content as required
by the 2017 preferential procurement regulation 8(2). Similar non-compliance was also reported in
the prior year.

Consequence Management
33. Unauthorised expenditure incurred by the municipality was not investigated to determine if any
person is liable for the expenditure, as required by section 32(2)(a) of the MFMA.
34. Irregular expenditure incurred by the municipality was not investigated to determine if any person
is liable for the expenditure, as required by section 32(2)(b) of the MFMA.
35. Fruitless and wasteful expenditure incurred by the municipality was not investigated to determine
if any person is liable for the expenditure, as required by section 32(2)(c) of the MFMA.

18
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Asset Management
36. An effective system of internal control of assets (including the asset register) was not in place as
required by section 63(2) (c) of the MFMA.

Expenditure Management
37. Money owed by the municipality was not always paid within 30 days, as required by section
65(2)(e) of the MFMA.
38. Reasonable steps were not taken to prevent irregular expenditure as required by section 62(1)(d)
of the MFMA. The full extent of the irregular expenditure incurred could not be quantified as
indicated in the Basis for disclaimer of opinion paragraph. Irregular expenditure amounting to
R27,6 million was incurred on sanitation infrastructure projects in Emzinoni and Kinross and two
roads projects (Albert Luthuli and Victor Khayiyane).
39. Reasonable steps were not taken to prevent fruitless and wasteful expenditure amounting to
R177,69 million, as disclosed in note 51 to the annual financial statements, in contravention of
section 62(1)(d) of the MFMA. The majority of the disclosed fruitless and wasteful expenditure
was due to interest incurred on late payments to suppliers and the impairment of assets under
construction where the construction sites were abandoned by contractors who were replaced, and
the work redone.
40. Reasonable steps were not taken to prevent unauthorised expenditure amounting to R897 million,
as disclosed in note 49 to the annual financial statements, in contravention of section 62(1)(d) of
the MFMA. The majority of the unauthorised expenditure was caused by overspending of the
approved budget.

Revenue management
41. An adequate management, accounting and information system which accounts for revenue was
not in place, as required by section 64(2)(e) of the MFMA.
42. An effective system of internal control for debtors and revenue was not in place, as required by
section 64(2)(f) of the MFMA.
43. Revenue due to the municipality was not calculated on a monthly basis, as required by section
64(2)(b) of the MFMA.
44. Interest was not charged on all accounts in arrears, as required by section 64(2)(g) of the MFMA.
45. Accounts for municipal tax and charges for municipal service charges were not prepared on a
monthly basis, as required by section 64(2)(c) of the MFMA.

Strategic and performance management
46. The performance management system and related controls were inadequate as it did not describe
how the monitoring, measurement, review and reporting processes should be managed, as
required by municipal planning and performance management regulation 7(1).

Conditional grants
47. I was unable to obtain sufficient appropriate evidence that the Energy Efficiency and Demand
Management grant was spent for its intended purposes in accordance with the applicable grant
framework, as required by section 17(1) of the Division of Revenue Act (Act 1 of 2018).
19
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OTHER INFORMATION
48. The accounting officer is responsible for the other information. The other information comprises
the information included in the annual report. The other information does not include the financial
statements, the auditor’s report and those selected development priorities presented in the annual
performance report that have been specifically reported in the auditor’s report.
49. The disclaimer of opinion on the financial statements and findings on the reported performance
information and compliance with legislation do not cover the other information and we do not
express an audit opinion or any form of assurance conclusion thereon.
50. In connection with our audit, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements and
the selected development priorities presented in the annual performance report, or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.
51. The following paragraphs will be included in the auditor’s report to highlight to the users whether
any inconsistencies in the other information exist:
52. We did not receive the other information prior to the date of this Management Report. When we
do receive and read this information, if we do conclude that there are misstatements contained
therein, we are required to communicate the matter to those charged with governance and
request that the other information be corrected. If the other information is not corrected, we may
have to retract the auditor’s report and issue amended report as appropriate. If the other
information is corrected this will not be necessary.

INTERNAL CONTROLS
53. The significant deficiencies in internal control which led to our overall assessment of the status of
the drivers of key controls, as included in the figure in paragraph 1, is described below. The
detailed assessment of the implementation of the drivers of internal control in the areas of
financial statements, performance reporting and compliance with legislation is included in
annexure E.

Leadership
Effective leadership culture
54. Management did not provide effective leadership based on a culture of honesty, integrity and
ethical business practices. There is a general lack of consequences for poor performance and
transgressions of laws and regulations. This has contributed to the large amount of unauthorised
and irregular expenditure incurred during the year.
Oversight responsibility
55. The various levels of management within the municipality do not take their oversight responsibility
seriously. Examples identified during the audit included the bid adjudication committee awarding
contracts that were not evaluated in a fair, transparent and equitable manner, the submission of
financial statements and performance reports that contained material misstatements and the
construction of assets not being adequately managed resulting in contractors abandoning the site
and impairment losses.
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Human resource management
56. An effective human resource plan to reduce the overall vacancy rate of 57 % was not in place.
The key divisions with vacancy rates of more than 10% included; technical services (49%),
Community services (42%), SCM (41%) and finance (32%).
57. These vacancies impact on the municipality’s ability to deliver services and implement internal
controls.
Policies and procedures
58. The municipality has established policy and procedures to ensure adequate financial and
performance reporting and compliance with legislation. However, they are not enforced and there
are no consequences for non-compliance.
Action plans to address internal control deficiencies
59. Action plans are in place to address the prior year findings raised by the external and internal
audit. However, these plans do not adequately address the root causes of the findings raised and
are not always properly implemented. This contributed to the repeat findings in the areas of
revenue and receivables, expenditure, PPE, reporting on performance and non-compliance with
laws rules and regulations.
Information technology governance framework
60. There is an information technology governance framework in place together with appropriate
structures that met regularly during the year.

Financial and performance management
Proper record keeping
61. Record keeping improved when compared to the previous year. Information was made available
for audit although it sometimes took a long time before the information was provided. There were
still some limitations experienced during the audit, but these were much less than the previous
year. The areas where limitations were experienced included:


Prior period errors



Receivables from exchange transactions



Unspent grant and grant revenue



Consumer debtors



Revenue from exchange transactions



Expenditure

Daily and monthly processing and reconciling of transactions
62. Adequate controls over the daily, weekly and monthly processing was not in place. Key controls
accounts including the reconciliation of receivables, payables, VAT, assets and bank and cash
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and revenue were either not performed on a monthly basis or were not adequately reviewed by
senior municipal officials.
63. The controls in place over the information required to report accurately on performance were
either limited or did not exist. This resulted in both limitation and disagreement misstatements on
actual municipal performance reported in the annual performance report.
Regular, accurate and complete financial and performance reports
64. The financial statements and the annual performance submitted for audit contained numerous
material misstatements and information contained therein did not reconcile to the underlying
supporting records. Accurate in year reporting did not take place. This contributed to the delays in
submission of the financial statements and the poor quality of the financial statements and the
annual performance report.
Compliance monitoring
65. Compliance with applicable laws and regulations was not monitored. This contributed to the
numerous supply chain management and other transgressions reported in this management
report.
Information technology systems
66. The municipality did not ensure that the disaster recovery site established is fully functional to
ensure that the municipality’s continuity is not affected in the case of an incident occurring.

Governance
Risk management activities and risk strategy
67. The risk identification process and management’s response thereto did not adequately deal with
the risks relating to the preparation of the financial statements, performance reporting and
compliance with laws and regulations. Of concern is the flagrant disregard for the supply chain
management regulations which gave rise to cumulative irregular expenditure of R658 million
disclosed in note 52 to the financial statements.
Internal audit
68. Although there is a permanent internal audit unit at the municipality, it is not adequately
resourced. The lack of resources resulted in the unit being unable to attend updates and training
during the year.
69. The internal audit unit did not adequately review the financial statements and the annual
performance report prior to their submission for audit. If they had been reviewed, then some of the
glaring misstatements could have been detected before submission
Audit committee
70. The audit committee was in place for the entire year under review and sat for the minimum
number of meetings required.
71. Both the internal audit unit and the audit committee had very little impact on the audit outcomes as
management did not implement their recommendations timeously.
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Summary
72. The matters above, as they relate to the basis for the Disclaimer of opinion, findings on the annual
performance report and findings on compliance with legislation, will be summarised in the
auditor’s report as follows:
73. Management did not demonstrate effective leadership that was based on a culture of honesty and
integrity and low levels of tolerance for poor performance and transgressions of laws and
regulations. The action plans put in place to address internal and external audit findings did not
adequately address the root causes of the findings raised and were not adequately monitored and
implemented. This resulted in many repeat findings on the financial statements, annual
performance report and compliance with laws and regulations.
74. The controls over the daily, weekly and monthly processing and reconciling activities were not
adequately monitored. As a result, misstatements in the financial statements and annual
performance report, and non-compliance with laws and regulations were detected.
75. Management did not adequately identify and respond to the risks relating to financial and
performance reporting and compliance with laws and regulations. Furthermore, the management
were slow to respond to the recommendations of internal audit and the audit committee limiting
their impact on the audit outcome.

OTHER REPORTS
76. We draw attention to the following engagements conducted by various parties that have or could
potentially have an impact on the municipality’s financial statements, reported performance
information and compliance with applicable legislation and other related matters. The reports
noted do not form part of the opinion on the financial statements or findings on the reported
performance information or compliance with legislation.
77. A report on the alleged fraud committed by the chief financial officer was received from the
integrity management unit of the office of the premier and was tabled in council. This related to
transactions that took place in the previous financial year.
78. The integrity management unit situated in the Office of the Premier is conducting in investigation
relating to allegations of maladministration and corruption in the SCM processes of municipality.
The investigation was in progress at the date of this report.

SECTION 3: Assurance providers and status of implementation of
commitments and recommendations
ASSESSMENT OF ASSURANCE PROVIDERS
79. The annual report is used to report on the financial position of auditees, their performance against
predetermined objectives and overall governance. One of the important oversight functions of the
municipal council is to consider auditees’ annual reports. To perform this oversight function, they
need assurance that the information in the annual report is credible. To this end, the annual report
includes our auditor’s report, which provides assurance on the credibility of the financial
statements and the annual performance report, as well as on the auditee’s compliance with
legislation.
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80. Our reporting and oversight processes reflect on past events, as they take place after the end of
the financial year. However, management, the leadership and those charged with governance
contribute throughout the year to the credibility of financial and performance information and
compliance with legislation by ensuring that adequate internal controls are implemented.
81. We assess the level of assurance provided by these assurance providers based on the status of
internal controls (as reported in section 2.6) and the impact of the different role players on these
controls. We provide our assessment for this audit cycle below.

First level of assurance
Senior management: provides limited assurance


Although record keeping showed an improvement of the previous year, there were still
documents that could not be produced for audit



Controls implemented over the daily, weekly and monthly processing of transactions for both
financial statement performance reporting purposes were not adequate.



Controls implemented over compliance with laws and regulations were not sufficient to prevent
non- compliance and the continued incurrence of unauthorised, irregular as well as fruitless and
wasteful expenditure.



The financial statements and performance reports contained numerous misstatements that were
either corrected during the audit processes or reported on in the audit report.



The financial statements were only submitted on 15 February 2020.

Accounting officer: provides limited assurance


The tone of leadership adopted by the accounting officer did not demonstrate effective leadership
that was based on a culture of honesty and integrity and low levels of tolerance for poor
performance and transgressions of laws and regulations.



The action plans put in place to address internal and external audit findings did not adequately
address the root causes of the findings raised and were not adequately monitored and
implemented.



The accounting officer did not ensure that his management team adequately identified and
responded to the risks relating to financial and performance reporting and compliance with laws
and regulations.



The accounting officer did not ensure that his management team responded adequately to the
recommendations of internal audit and the audit committee limiting their impact on the audit
outcome.

Mayor: provides limited assurance


The mayor is responsible for providing political guidance to the accounting officer and ensuring
that the municipality uses its resources in accordance with budget approved by council.
Significant unauthorised expenditure amounting to R897 million was incurred during the year
under review.
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There is very little evidence available that the mayor insisted on consequence management
relating to the unauthorised, irregular and fruitless and wasteful expenditure incurred in the
previous years.

Second level of assurance
Internal audit unit provides some assurance


Legislation in South Africa requires the establishment, roles, and responsibilities of internal audit
units. Internal audit units must form part of the internal control and governance structures of the
municipality and must play an important role in its monitoring activities. Internal audit must
provide an independent assessment of the municipality’s governance, risk management and
internal control processes.



The internal audit unit of a municipality must prepare a risk-based audit plan and internal audit
programme for each financial year. It must advise the accounting officer and report to the audit
committee on implementation of the internal audit plan and matters relating to internal audit;
internal controls; accounting procedures and practices; risk and risk management; performance
management; loss control and compliance with the MFMA. The internal audit unit must also
perform such other duties as may be assigned by the accounting officer and council.



The internal audit unit is not fully capacitated and resourced. Furthermore, although it issued
regular reports to management, its impact on the audit outcome was limited because
management did not implement its recommendations. The financial statements were also
submitted for audit without a review by the internal audit function.

Audit committee: provides some assurance


The audit committee must be an independent advisory body to the council, accounting officer and
the management and staff of the municipality on matters relating to internal financial control and
internal audits; risk management; accounting policies; the adequacy, reliability and accuracy of
financial reporting and information; performance management; effective governance; the MFMA
and any other applicable legislation; performance evaluation and any other issues.



The audit committee is also expected to review the annual financial statements to provide an
authoritative and credible view of the municipality, its efficiency and effectiveness and its overall
level of compliance with the applicable legislation.



The audit committee held the required number of meetings and dealt with the issues required of it
however, it did not perform a final review of the financial statements before their submission for
audit. Its effectiveness and impact were also not at the required level due to management’s slow
response to implementing the audit committee recommendations.

Third level of assurance
Municipal council: provides limited assurance
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The municipal council did not adequately monitor that the expenditure incurred by the
municipality was in accordance with approved budget adopted by it.



Council also did not ensure that prior year unauthorised, irregular as well as fruitless and wasteful
expenditure was investigated and dealt with timeously.

Municipal public account committee (MPAC): provides limited assurance


MPAC did not have a positive impact on the audit outcomes. Prior year unauthorised, irregular
and fruitless and wasteful expenditure was only investigated by MPAC in July 2019. In addition,
there is no evidence that proper investigations were conducted to determine if any officials could
be held responsible and such expenditure recovered before MPAC recommended that the
expenditure be written off.

STATUS OF IMPLEMENTING COMMITMENTS AND RECOMMENDATIONS
82. Below is our assessment of the progress in implementing the commitments made by the
municipality to address the previous and current years’ audit findings.
No.
1

Commitment
Prepare an audit action plan

Made by
Mayor

Date
12
December
2018

Origin of
commitment
Prior year
audit report

Status
Action plan prepared
but not fully
implemented



Seventy-three audit recommendations accepted by management in the previous year on matters
included in the auditor’s report and other important matters were included in the audit action plan
for implementation.



Twenty-one recommendations are still being implemented and 46 have not been addressed, or
very limited progress has been made.



Details on the status of implementing the previous year(s) recommendations are provided in
section 10, which summarises the detailed audit findings.

SECTION 4: Specific focus areas
FINANCIAL VIABILITY
83. Our audit included a high-level overview of the Municipality’s financial viability as at year-end. The
financial viability assessment provides useful information for accountability and decision-making
purposes and complements the financial statements by providing insights and perspectives
thereon. The financial viability assessment is expected to enhance timely remedial decisionmaking and policy reforms where financial viability may be at risk. It will also highlight to
management those issues that may require corrective action and the urgency and magnitude of
the reforms and decisions necessary to maintain operations. The information should be used to
complement, rather than substitute, management’s own financial assessment.
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FINANCIAL VIABILITY ASSESSMENT
AS AT 30 JUNE
2019

AS AT 30 JUNE
2018

EXPENDITURE MANAGEMENT
1.1

Creditor-payment period

602.2 Days

351,4 Days

REVENUE MANAGEMENT
2.1

Debtor-collection period (after impairment)

48.8 Days

85,4 Days

89%

75,5%

R1 561 million
R1 754 million

R982 million
R1 301 million

Debtors impairment provision as a percentage of
accounts receivable
2.2

 Amount of debtor’s impairment provision
 Amount of accounts receivable

ASSET AND LIABILITY MANAGEMENT
3.1

3.2

3.3

A deficit for the year was realised (total expenditure
exceeded total revenue)

Yes

Yes

 Amount of the surplus / (deficit) for the year

(R828 million)

(R364 million)

A net current liability position was realised (total
current liabilities exceeded total current assets)

Yes

Yes

(R1 696 million)

(R839 million)

No

No

R869 million

R1 697 million

No

Yes

R97 million

(R78 million)

No

Yes

R284 million

(R65 million)

2052 %

Bank in overdraft

(R1995 million)
R97 million

(R1 093,3 million)
(R78 million)

 Amount of the net current assets / (liability)
position
A net liability position was realised (total liabilities
exceeded total assets)
 Amount of the net asset / (liability) position

CASH MANAGEMENT
The year-end bank balance was in overdraft
4.1

4.2

 Amount of year-end bank balance (cash and
cash equivalents) / (bank overdraft)
Net cash flows for the year from operating activities
were negative
 Amount of net cash in / (out)flows for the year
from operating activities
Creditors as a percentage of cash and cash
equivalents

4.3

 Amount of creditors (accounts payable)
 Amount of cash and cash equivalents / (bank
overdraft) at year-end
Current liabilities as a percentage of next year’s
budgeted resources **

4.4

 Amount of current liabilities
 Amount of next year’s budgeted income **

100%
R1 995 million
R2 001 million

160%
R2 809 million
R 1 737 million

OVERALL ASSESSMENT 5
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FINANCIAL VIABILITY ASSESSMENT

Overall the financial viability is assessed as:

AS AT 30 JUNE
2019

AS AT 30 JUNE
2018

Red (Unfavourable
– Intervention
required)

Red (Unfavourable
– Intervention
required)

*

This (these) amount(s) has (have) been adjusted for uncorrected misstatements that resulted in the
modification of the audit opinion and will therefore not agree with the financial statement amounts. 6
** This amount excludes the portion of next year’s budgeted resources that is budgeted to be spent on
“employee costs” and "remuneration of councillors”.

High-level comments
84. The financial health indicators in the table above show that the municipality is facing significant
risks to its ability to continue as a going concern. A significant portion of the current liabilities
consists of debt owed to Eskom and the Rand Water Board. The current liabilities are
approximately the same as the municipality’s operational budget for the entire 2020 financial year.
This means that if liabilities were settled out of the current budget then no funds would be
available to deliver any services. This, together with the fact that the collection of billed revenue is
a significant challenge faced by the municipality make it difficult for the municipality to honour the
commitments it made to Eskom and Rand Water to settle their outstanding obligations. There is
thus a heightened risk that the water and electricity supply to the municipality may be turned off,
limiting the municipality’s ability to deliver services to its communities.

PROCUREMENT AND CONTRACT MANAGEMENT
85. The audit included an assessment of procurement processes, contract management and the
related controls in place. These processes and controls must comply with legislation to ensure a
fair, equitable, transparent, competitive and cost-effective supply chain management (SCM)
system and to reduce the likelihood of fraud, corruption, favouritism and unfair and other irregular
practices. A summary of the findings from the audit are as follows:

Irregular expenditure
86. R 251,15 million (100%) of the irregular expenditure incurred in the current financial year was as a
result of the contravention of SCM legislation. 24% of this irregular expenditure was identified
during the audit process and not detected by the municipality’s monitoring processes. The root
cause of the lack of effective prevention and detection are deliberate flouting of processes,
inadequate monitoring and oversight and a lack of consequences. There was a lack of evidence
for the receipt of goods and services amounting to R3,45 million.

Awards to persons in the service of the state
87. Regulation 44 prohibits awards to persons in the service of the auditee (i.e. employees and
councillors), persons in the service of any other state institution and entities owned/managed by
them. The audit included the identification of such prohibited awards. Further testing was also
performed to determine whether the legislated requirements regarding declarations of interest
were adhered to.
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88. The findings were as follows (include details on awards and interests identified as per the table
below. Include all interests identified per CAATs reports, excluding false exceptions, even if no
finding was raised):

Number
and
value of
awards
made

Finding

Awards to
persons in the
service of other
state institutions

11

Further non-compliance or irregularities regarding
the awards
Official/
Number
councillor
and
Number
Supplier
Official/
was
positions of
Supplier did did not
councill
involved
of official/ suppliers not submit
declare
or did
in
councillor identified declarations interest
not
awarding
identified
of interest
(false
declare
the
declaration) interest
contract/
quotation
11
11
11
0

R16 236
264

Awards to close family members of persons in the service of the state
89. Awards to providers owned/managed by close family members of persons in the service of the
state, whether at the municipality or any other state institution, are not prohibited. However, such
awards of more than R2 000 must be disclosed in the financial statements of the municipality for
the sake of transparency and as required by SCM regulation 45. The audit included the
identification of awards to close family members. Further testing was performed to determine
whether the financial statement disclosure was made and the legislated requirements regarding
declarations of interest were adhered to.
90. The findings were as follows:


Close family members of one official had an interest in awards made to the value of R33 774.
This official did not declare her interest. The supplier also did not declare the interest. This
award was not disclosed in the financial statements.

Procurement processes
91. The table below is a summary of findings identified on procurement processes:


procurement processes – quotations



procurement processes – competitive bids and deviations



deviations



preference point system



CIDB requirements /construction contracts



Local content
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Total
Awards selected
for testing

Quotations

Contracts

Number

Value R

Number

Value R

Number

Value R

68

192 279 596

36

3 465 425

32

188 814 170

Expenditure
incurred on
selected awards –
current year

69 045 293

3 465 425

65 579 867

Limitations –
awards selected
but could not be
tested

3

362 915

3

362 915

0

0

Awards on which
non-compliance
was identified

23

67 628 857

13

3 256 608

10

64 372 249

Irregular
expenditure
identified

22

26 644 835

12

3 058 324

10

23 586 511

Instances of
irregular
expenditure where
goods/ services
were not received

1

3 445 000

1

3 445 000

Limitations on audit
92. As indicated in the table above, sufficient appropriate audit evidence could not be provided that
three of selected awards to the value of R362 915 were made in accordance with the
requirements of applicable SCM legislation. No alternative audit procedures could be performed to
obtain reasonable assurance that the expenditure incurred on these awards was not irregular.
93. The limitation was due to inadequate monitoring and supervision over the supply chain
management processes and poor record keeping. As a result of these limitations, the findings
reported in the rest of this section may not reflect the true extent of irregularities and SCM
weaknesses.

Procurement processes – general
94. The following awards were made to suppliers that are listed on the National Treasury’s database
as persons prohibited from doing business with government.
o

An award to the value of R17 942 was made to Digital Audio Transcriptions.

95. Eight awards to the value of R945 031were procured without inviting at least the minimum
prescribed number of written price quotations from prospective suppliers and the deviation was not
approved by a properly delegated official
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96. Sufficient appropriate evidence could not be obtained that three awards to the value of R25 950
779 were adjudicated by a properly constituted bid adjudication committee.
97. One award with a value of R171 470 was procured without inviting at least the minimum
prescribed number of written price quotations from prospective suppliers, and the deviation was
approved even though it was possible to obtain the quotations.
98. Seven awards (5 contracts and 2 quotations) to the value of R7 100 405 were procured from
suppliers whose tax matters had not been declared by the South African Revenue Services to be
in order.
99. One contract with a value of R3 445 000 was procured without inviting competitive bids, and the
deviations were approved even though it was practical to invite competitive bids. Furthermore,
there was a lack of sufficient appropriate evidence to support the receipt of the services relating to
this transaction.
100. Invitations for competitive bids for the procurement of one contract with a value of R1 815 160 was
not advertised for the required minimum number of days.
101. Three contracts to the value of R44 672 394 were awarded based on criteria that differ from the
original specifications.
102. One contract to the value of R8 227 063 were awarded to bidders who did not score the highest
points in the bid evaluations, and there was no justification for the deviation.
103. Two quotations were awarded to bidders who did not submit a declaration of whether they were
employed by the state or connected to any person employed by the state.
104. Two contracts to the value of R17 349 306 were procured by participating in a contract secured by
another organ of state without ensuring that the conditions for participation including the
demonstration of benefits and similar/ same pricing were met.
105. One quotation to the value of R188 962 was awarded to a supplier that was not the approved
supplier.
106. The specification for one award to the value of R104 400 was not drafted in an unbiased manner.

Construction contracts
107. Four construction contracts with a total value of R34 177 190 were awarded to contractors whose
CIDB grading was below the required grading for the value of the particular contract.

Local content and production (designated sectors)
108. Specifications for 13 awards with a total value of R3 148 626 did not stipulate the minimum
threshold for local production and content.

Contract management
Internal control deficiencies
109. Vacancies in the supply chain management unit together with a lack of consequences for
transgressions of the SCM regulations are the main causes of the non-compliance identified
above.

31

Page 49 of 256

Management report of Govan Mbeki Local Municipality

FRAUD AND CONSEQUENCE MANAGEMENT
110. The primary responsibility for preventing and detecting fraud rests with management and those
charged with governance. We are responsible for obtaining reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or error, and to
issue an auditor’s report that includes our opinion. Due to the inherent limitations of an audit, there
is a risk that some material misstatements, including fraud, may not be detected.7
111. Below is a summary of fraud risk factors identified during the audit that should be addressed to
ensure that sufficient measures/controls are in place to prevent material misstatement/ noncompliance due to fraud.


Many SCM awards were made without following the SCM processes. This is indicative of
potential fraud.



Four payments for electrical and other repairs to the value of R9,4 million were made that
could not be supported by appropriate documentation. In these circumstances it was not
possible to determine that the goods and services were received.



Regular repeat awards were made to at least four suppliers during the year. These
suppliers were not registered for value added tax. The total amount paid to them was
R29,84 million during the year under review. For some of the awards made to these
suppliers the procurement process was not adequately followed and the expenditure is
disclosed as irregular. The transactions with the suppliers are contrary to the requirements
of a fair, equitable and transparent SCM process required by section 111 of the MFMA and
the requirements of the VAT act. Further investigations into these transactions are
required.



The main bank account in the general ledger was not adequately reconciled to the the
bank statement. An unreconciled difference of R1,81 million was identified. There is an
inherent risk that this difference may be concealing fraudulent transactions and requires
further investigation.

112. The MFMA and its regulations clearly stipulate that matters such as incurring unauthorized,
irregular and fruitless and wasteful expenditure; the possible abuse of the SCM system (including
fraud and improper conduct); and allegations of financial misconduct should be investigated.
Disciplinary steps should be taken based on the results of the investigations. Our audits included
an assessment of the Municipality’s management of consequences. The significant findings are
provided below:

Measures to manage consequences
113. The following measures were not implemented to ensure that the environment is conducive to
effective consequence management:


The municipality did not adopt systems to investigate allegations of misconduct; and
disciplinary procedures.



There was no code of conduct that regulates ethical behaviour by officials



There was no code of conduct that addresses ethical behaviour by councillors.



A disciplinary board was not established to investigate allegations of financial misconduct
and monitor the institution of disciplinary proceedings against an alleged transgressor.
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There was no hotline or similar process/mechanism for reporting financial
misconduct/transgressions that are committed by officials and suppliers of the municipality.



There was lack of proper record keeping ensuring that complete, relevant and accurate
information is accessible and available to support the processes followed for financial
misconduct/transgressions committed by officials and suppliers of the municipality.

Ongoing investigations
114. There were no ongoing investigations relating to financial misconduct, fraud or improper conduct
in SCM

Failure to properly deal with allegations reported in the prior year
115. The table below provides a summary of transgressions from the previous year that were either not
investigated or proper disciplinary steps were not taken after investigation.

Unauthorised/irregular/fruitless and wasteful expenditure
Finding

Value R

Unauthorised expenditure
Unauthorised expenditure identified in the previous year was not investigated to
determine whether any person was liable for the expenditure

541 136 935

Irregular expenditure
Irregular expenditure identified in the previous year was not investigated to determine if
any person was liable for the expenditure

324 174 887

Fruitless and wasteful expenditure
Fruitless and wasteful expenditure identified in the previous year was not investigated to
determine whether any person was liable for the expenditure

145 532 909

Allegations of financial misconduct, fraud and improper conduct in SCM
116. No investigations into the prior year unauthorised, irregular as well as fruitless and wasteful
expenditure were conducted. As a result, there were no allegations made against any officials.

Transgressions reported to management for investigation
117. During the previous year’s audit, we reported findings relating to transgressions by officials or
other role players, for management to investigate. During the current year audit, we performed
follow-up tests to determine whether the matters reported were dealt with by management.
118. The table below provides a summary of the transgressions reported in the previous year and the
year under review that must be investigated, and disciplinary steps taken based on the results of
the investigations.
(findings that are not applicable should be deleted)
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Finding

Findings raised in the previous year

Findings reported in
current year

Number of
instances

Number of
instances

Number of
instances
investigated

Number of
instances
resolved
from those
investigated

Value
(R)

A: Improper conduct in SCM by
suppliers
Supplier submitted false declaration
of interest

0

Other improper conduct in SCM by
suppliers

0

12

16 270
038

B: Improper conduct in SCM by
officials / role players
Payments made to suppliers who
failed to deliver

0

1

R3 440
000

Official failed to disclose their own
interest or that of close family
members, partners or associates

0

1

R33 774

0

2

R6 000
000

D: Other fraud/corruption
allegations (not included above)
Payments made to suppliers for
which proof of delivery could not be
established

119. Unauthorised, irregular as well as the fruitless and wasteful expenditure disclosed in note 48, 50 and
51 to the financial statements must be investigated to determine whether any official is liable for
losses incurred as a result of this expenditure. Disciplinary steps must be taken against officials who
caused or permitted the such expenditure and losses incurred must be recovered from the person
liable.
120. In terms of section 225 of the IESBA code, we have a responsibility to consider reporting identified
and suspected non-compliance with laws and regulations to an appropriate authority. The findings in
the above table together with the SCM matters reported under the heading’s procurement process
general and construction contracts will be escalated to the council for them to ensure that
appropriate steps are taken to address the non-compliance.
121. Refer to section 6 (Audit findings on matters that may be recognised as material irregularities in
future audits) for the non-compliance that has or will be escalated.

USE OF CONSULTANTS
122. The audit included an assessment of the effective use of consultants. In the local government
environment, the partnership between the private and public sectors has become important in
driving strategic goals. To optimise the value of this partnership, we identified areas that need
attention to get the best value for money.
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123. The total expenditure on consultants was R12 213 188. This included an amount paid for IT services
to the value of R11 468 826 and an amount of R748 362 paid for the preparation of the annual
financial statements. The IT costs included the annual licence fee of the financial system as well as
the costs of migrating data to the new system. The findings below relate to the appointment of the
consultant to assist with the preparation of the annual financial statements.
124. A summary of significant findings from the audit is as follows:
Internal capacity


Consultants were appointed even though the skills necessary to perform the project, duty or
study were available within the Municipality.

Transfer of skills


Requirements for transfer of skills were not included in the terms of reference.



Conditions or clauses for transfer of skills were not included in the contract.



Measures to monitor transfer of skills according to the contract were not implemented.

Performance management and monitoring


Measures to monitor contract performance and delivery were not defined and/or implemented.



No remedial action was taken in instances where the consultants were not performing in
accordance with the contract.



Material misstatements were identified, or findings were raised by the auditors on the work
performed by the consultant or in areas of the consultants’ responsibilities.

Internal control deficiencies


The contract managements systems and processes applied to the appointment of consultants
were inadequate.

CONDITIONAL GRANTS
125. For the financial year under review, the audit included an assessment of the effectiveness of the
municipality’s use of the following conditional grants received:


Municipal infrastructure grant (MIG)



Water infrastructure grant (WIG)

126. The following compliance findings were raised on the utilisation of selected grants:
Finding
The grant was not spent according to the
applicable grant framework

MIG
No Findings

WIG
No findings
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The municipality did not evaluate its
performance on programmes funded by the
grant
Funds received from DoRA grants
transferred to other entities were not in line
with section 17(2) of DoRA

No findings

Not applicable

No Findings

Not applicable

127. For the grants tested as per the table above, we selected a key project funded by the grant and
audited the use of grants on the projects. The audit findings raised on the project are reported in
the table below.
Charl Cilliers Water treatment works
Name of grant

MIG

Project/initiative funded by the grant

Charl Cilliers water treatment works

Audit findings
Planned completion target for the selected
project were not achieved

Project not reported on in the APR

Project stage of completion was not
assessed

Stage of completion not reported on

Project stage of completion assessed by
the municipality is incorrect

No findings

Findings on the procurement of goods and
services for the project

Findings on contract management

Misstatements on the accounting for the
expenditure relating to the project

No misstatements

Payments were made for goods/services
not received

Findings identified relating to advance
payments

Misstatements on the accounting of funds
used through implementing agents

Not applicable

Process for appointing implementing
agents did not comply with legislation

Not applicable

Implementing agents failed to comply with
SCM prescripts when spending the funds

Not applicable
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PUBLIC PARTICIPATION
128. As part of the audit of predetermined objectives we audit compliance with the provisions of the
Municipal Systems Act relevant to community participation. The following findings were raised:


Evidence could not be provided to confirm that ward committees were established in the
municipality.



Evidence could not be provided to confirm that ward level improvement plans were
developed in the municipality.

WATER AND SANITATION SERVICES
129. The audit included an assessment of the water and sanitation service delivery objective of the
municipality. Procedures were performed in relation to the following:


Delegation of function to provide water and sanitation services



Performance planning and reporting on the provision of water and sanitation services



Planning and budgeting for water and sanitation infrastructure, including, routine
maintenance and new infrastructure



Water quality



Reporting on water losses



Wastewater management



Key water and sanitation infrastructure projects

130. A summary of the significant findings from the audit are as follows:

Water services
Planning and reporting on the provision of water services
The table below summarises whether key performance indicators for the provision of water services
were achieved, measurable, relevant and whether the reported achievements were reliable.
Planned KPI and target as per IDP/SDBIP

Achievement of
target as per
annual
performance
report

KPI and target
measurable and
relevant

Reported
achievement is
reliable

Percentage (%) reduction of water losses
by 30 June 2019 - Reduction of water
losses by 25% at 30 June 2019

3.7 % Reduction
achieved on water
losses recorded

Yes

No

Percentage completion replacement of AC
pipes in Emzinoni by 30 June 2019 Replacement of 400 AC pipes in Emzinoni

Replacement of
400 AC pipes

Yes

Yes

Percentage compliance with SANSA 241 by
30 June 2019 - 99% compliance with Sans
241

76,83%
compliance with
Sans 241

Yes

Yes
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Planning and budgeting for routine maintenance of new water infrastructure


A policy on routine maintenance of water infrastructure was not approved.



The requirements of the standard procedures were not adhered to in conducting the condition
assessments of water infrastructure.



There are no qualified engineers/ technical staff in-house responsible for water infrastructure
projects.

Water quality


No policy was established for the identification and monitoring of environmental risks relating to
water provision.

Reporting on water losses


Material water losses of 52% were incurred during the year under review as disclosed in note 36
of the financial statements.

Sanitation services
Planning and reporting on the provision of sanitation services


The table below summarises whether key performance indicators for the provision of sanitation
services were achieved, measurable, relevant and whether the reported achievements were
reliable8.
Planned KPI and target as per IDP /
SDBIP

Achievement of
target as per
annual
performance
report

KPI and target
measurable and
relevant

Reported
achievement is
reliable

Percentage completion of upgrading of the
inlet works and mechanical equipment for
Leandra WWTWs 30 June 2019 - 100%
completion of upgrading of the inlet works
and mechanical equipment for Leandra
WWTWs by 30 June 2019

100% completion
of upgrading of
the inlet works
and mechanical
equipment for
Leandra WWTW

Yes

Yes

Percentage completion of construction of
sanitation infrastructure in Kinross Ext 25
by 30 September 2018 - 100% completion
of construction of sanitation infrastructure in
Kinross Ext 25 by 30 September 2018

100% completion
of construction of
sanitation
infrastructure in
Kinross Ext 25

Yes

Yes

Percentage completion of upgrading of the
inlet works and mechanical equipment of
Emzinoni WWTW by 30 September 2018 100 % Completion of Upgrading of the inlet
works and mechanical equipment of
Emzinoni WWTW by 30 September 2018

78 % Completion
of Upgrading of
the inlet works
and mechanical
equipment of
Emzinoni WWTW

Yes

No

Percentage completion of upgrading of the
inlet works and mechanical equipment of
Kinross WWTW by 30 September 2018 100 % Completion of Upgrading of the inlet

80 % Completion
of Upgrading of
the inlet works
and mechanical

Yes

Yes
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Planned KPI and target as per IDP /
SDBIP

Achievement of
target as per
annual
performance
report

works and mechanical equipment of
Kinross WWTW by 30 September 2018

equipment of
Kinross WWTW

Conversion of VIP to waterborne toilets in
Emzinoni Ext 6 & 10 by 31 December 2018
- 400 VIP toilets converted to Waterborne
sanitation by 31 December 2018

400 X VIP toilets
converted to
Waterborne
sanitation

KPI and target
measurable and
relevant

Reported
achievement is
reliable

Yes

Yes

Planning and budgeting for routine maintenance of, and new sanitation infrastructure


A policy on routine maintenance of sanitation infrastructure was not approved.



There are no qualified engineers/ technical staff in-house responsible for sanitation infrastructure
projects.

Wastewater management


No policy was established for the identification and monitoring of environmental risks relating to
wastewater management

Key water and sanitation infrastructure projects
131. The audit also included an understanding of planning, project management and commissioning of
key water and sanitation infrastructure projects undertaken by the municipality. This included
testing the timelines, spending against budget, compliance with procurement processes,
appropriate recording of transactions in the financial statements and the quality of the goods and
services delivered.
132. The table below summarises the audit findings on the selected key projects.
Sanitation infrastructure

Project name
Brief description of key project

Construction of Charl Cilliers Wastewater
Treatment Works and Reticulation (Civil
Works)
Wastewater Treatment Works and Reticulation

Source of funding

Grant

Project commenced as planned

Yes

Project completed within defined
duration (applicable if completed)

Yes

Status of completion (applicable if WIP)

33%
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Sanitation infrastructure

Construction of Charl Cilliers Wastewater
Treatment Works and Reticulation (Civil
Works)

Project name
Available budget for the year

R11,45 million

Actual amount spent in current year

R10,70 million

Total project budget (multi-year) –
original / revised

R29,73 million

Actual amount spent from inception to
date

R10,70 million

Audit findings

Yes/No/ Not Significant

Significant overspending or
underspending on budget available for
the year
Significant overspending or
underspending on total project budget
(multi-year)
Findings on the procurement of goods
and services for the project

Not significant

Overall quality of the project
management was poor or not
acceptable
Findings on consequence management

No

Findings on fraud

No

Prior year findings not addressed (if
applicable)

Not applicable – new project

Goods and services delivered on project
of poor or sub-standard quality

Not applicable, project still in progress.

Findings on commissioning of the
completed project

Not applicable, project still in progress.

Findings on accounting for the project
(annual financial statements)

Yes- commitments were misstated

Spending not aligned to stage of
completion

No

Budget spent but project milestones not
achieved

No

Findings on grant spending

No

Not significant
No

No
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Sanitation infrastructure

Construction of Charl Cilliers Wastewater
Treatment Works and Reticulation (Civil
Works)

Project name
Findings on fruitless and wasteful
expenditure in relation to the project

No

Findings on irregular expenditure
incurred on the project

Yes

Infrastructure / facility not utilised for
intended purpose

Not applicable, project still in progress.

Infrastructure / facility not utilised at all
or under utilised

Not applicable, project still in progress.

133. The 2018-19 audit for infrastructure was conducted on the Charl Celliers Wastewater Treatment
Works and Reticulation. The audit focused on the assessment of the project’s life-cycle; being
project planning, project management and project closure / commissioning.
A summary of the significant findings from the audit are as follows:
Time
There were delays in the implementation of the project that resulted in the project not achieving
contractual timelines.
Cost
The municipality paid for services without verifying that the respective services were rendered.
This gave rise to irregular expenditure.

ROADS INFRASTRUCTURE
134. The audit included an assessment of the road’s infrastructure service delivery objective.
Procedures were performed in relation to the following:


Performance planning and reporting on roads infrastructure



Planning for renewal and routine roads maintenance projects



Planning for new or refurbished roads infrastructure projects



Follow-up on the previous year’s findings



Key roads infrastructure projects

135. A summary of the significant findings from the audit are as follows:
Planning and reporting on roads infrastructure
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The table below summarises whether key performance indicators for roads infrastructure
were achieved, measurable, relevant and whether the reported achievements were
reliable.

Planned KPI and target as per IDP /
SDBIP

Achievement of
target as per
annual
performance
report

KPI and target
measurable and
relevant

Reported
achievement is
reliable

KMs of Paved Road rehabilitated by 30
June 2019 - 3 km of Paved Roads
rehabilitated by 30 June 2019

2.35km of roads
rehabilitated

Yes

Yes

m2 of roads maintained by 30 June 2019
- 500m2 of roads maintained by 30 June
2019

10011.17m2 of
roads maintained

Yes

No

KMs of Gravel Roads maintained 30 June
2019 - 300 km of Gravel Roads
Maintained by 30 June 2019

311.62 km of
Gravel Roads
Maintained

Yes

No

Planning for renewal and routine roads maintenance projects


Roads maintenance plan for routine maintenance and renewal for the road’s infrastructure
was not developed.



Condition assessments of the roads infrastructure were not used to inform the roads
maintenance plan (RMP) as no condition assessments were performed as required.

Planning for new or refurbished roads infrastructure projects


The project value of new roads infrastructure projects were not included in the approved list for
the period under review.

Roads infrastructure projects
136. The audit also included an understanding of planning, project management and commissioning of
key roads infrastructure projects undertaken at the municipality. This included testing the
timelines, spending against budget, compliance with procurement processes, appropriate
recording of transactions in the financial statements and the quality of the goods and services
delivered.
137. The table below summarises the audit findings on the selected key projects
Summary of the key findings
Project name

Rehabilitation of
Victor Khayiyane in
Emzinoni-Roads

Rehabilitation of Albert
Luthuli Drive in
Embalenhle-Roads

Planning and budgeting for the project
Brief description of key project

Rehabilitation of
Victor Khayiyane in
Emzinoni-Roads

Rehabilitation of Albert
Luthuli Drive in
Embalenhle-Roads
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Summary of the key findings

Source of funding

Rehabilitation of
Victor Khayiyane in
Emzinoni-Roads
Grant

Rehabilitation of Albert
Luthuli Drive in
Embalenhle-Roads
Grant

Project commenced as planned

Yes

Yes

Project completed within defined
duration (applicable if
completed)
Status of completion (applicable
if WIP)

Yes

Yes

100%

100%

Available budget for the year

R3,4 million

R1,3 million

Actual amount spent in current
year

R3,4 million

R1,3 million

Total project budget (multi-year)
– original / revised

R8,2 million

R8,9 million

Actual amount spent from
inception to date

R8,2 million

R8,9 million

Significant overspending or
underspending on budget
available for the year
Significant overspending or
underspending on total project
budget (multi-year)
Findings on the procurement of
goods and services for the
project
Overall quality of the project
management was poor or not
acceptable
Findings on consequence
management

No

No

No

No

Yes

Yes

No

No

No

No

Findings on fraud

No

No

Prior year findings not
addressed (if applicable)

No prior year findings

No prior year findings

Project name

Audit findings
Execution of the project

Quality of infrastructure
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Summary of the key findings
Project name
Goods and services delivered
on project of poor or substandard quality

Rehabilitation of
Victor Khayiyane in
Emzinoni-Roads
No

Rehabilitation of Albert
Luthuli Drive in
Embalenhle-Roads
No

Commissioning of the completed project and accounting
Findings on commissioning of
the completed project

No

No

Findings on accounting for the
project (annual financial
statements)

No

No

Money used for intended purpose
Spending not aligned to stage of
completion

No

No

Budget spent but project
milestones not achieved

No

No

Findings on grant spending

No

No

Findings on fruitless and
wasteful expenditure in relation
to the project
Findings on irregular
expenditure incurred on the
project
Infrastructure / facility not
utilised for intended purpose

No

No

Yes

Yes

No

No

Infrastructure / facility not
utilised at all or under utilised

No

No

138. Both above roads’ contracts were awarded to the same contractor. The municipality procured
the services of the contractor by participating in a contract entered by another organ of state in
terms of municipal supply chain regulation 32. However, the municipality did not ensure that it
could demonstrate the benefits of entering into these contracts and it also did not ensure that
the price per kilometre was the same as the original contract. In addition, the contractor has a
lower CIDB grading than is required for the value of the work awarded. Thus, all the expenditure
incurred on the above contracts is irregular and has been disclosed as such.

SUPPORT TO LOCAL GOVERNMENT
139. The audit included an assessment of the support provided to local government by relevant
national and provincial departments. A summary of the significant findings from the audit are as
follows:
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MISA’s Municipal Infrastructure Performance Management Information System (MIPMIS)
was not used to encourage greater expenditure on infrastructure maintenance and to
enforce asset management over the lifecycle of assets at municipal level.



Evidence could not be provided to confirm whether a needs analysis was performed, and
an integrated support plan was developed for Govan Mbeki Local Municipality, which was
identified as a priority in terms of the national Back to basics support initiative.



Evidence could not be provided to confirm whether a diagnostic assessment was done
and/ or a technical support plan was developed for Govan Mbeki Municipality for support
provided by the district support team.

SECTION 5: Using the work of internal auditors
140. The auditing standards allow external auditors the optional use of the work of internal audit for
external audit purposes and for direct assistance. We have used internal audit as follows:
141. The internal audit reports on SCM, assets and losses, properties and revenue were used for risk
identification and which were used to amend the nature, timing and extent of audit procedures.
The remaining reports were not used as they did not cover areas focused on as part of the
external audit.

SECTION 6: Emerging risks
Accounting, performance management/reporting and compliance matters
New pronouncements
Standards of GRAP
The ASB has issued the following GRAP pronouncements, with effective dates
as indicated: GRAP pronouncement

Effective date

GRAP 18 - Segment reporting

1 April 2020

GRAP 20 - Related-party disclosures

1 April 2019

GRAP 32 - Service concession arrangements : grantor

1 April 2019

GRAP 34 - Separate financial statements

1 April 2020

GRAP 35 - Consolidated financial statements

1 April 2020

GRAP 36 - Investments in associates and joint ventures

1 April 2020

GRAP 37 - Joint arrangements

1 April 2020

GRAP 38 - Disclosure of interests in other entities

1 April 2020

GRAP 104 - Financial instruments (Revised April 2019)

To be determined
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The ASB has issued the following GRAP pronouncements, with effective dates
as indicated: GRAP pronouncement

Effective date

GRAP 108 - Statutory receivables

1 April 2019

GRAP 109 - Accounting by principals and agents

1 April 2019

GRAP 110 - Living and non-living resources

1 April 2020

IGRAP 1 Applying the probability test on initial recognition revenue
(amendments)

1 April 2020

IGRAP 17 - Service concession arrangements where a grantor controls a
significant residual interest in an asset

1 April 2019

IGRAP 18 - Recognition and derecognition of land

1 April 2019

IGRAP 19 - Liabilities to pay levies

1 April 2019

IGRAP 20 Accounting for adjustments to revenue

1 April 2020

Guideline Accounting for arrangements undertaken in terms of the
national housing programme

1 April 2019

Guideline Accounting for landfill sites

To be determined

Guideline The application of materiality to financial statements

Voluntary*

*

The Guideline on the application of materiality to financial statements was issued in April 2019. The Guideline is
available for immediate consideration, to assist entities to apply the concept of materiality when preparing
financial statements in accordance with Standards of GRAP. Although the application of the Guideline is
voluntary, application is encouraged.

Subsequent events
142.

No significant subsequent events affecting the financial statements were identified.

Audit findings on matters that may be recognised as material irregularities in
future audits
143. The amendments to the PAA and the Material Irregularities Regulations issued in terms of the
PAA became effective on 1 April 2019.
144. The amendments introduce the concept of a material irregularity. As per the definition in the
PAA, a material irregularity means any non-compliance with, or contravention of, legislation,
fraud, theft or a breach of a fiduciary duty identified during an audit performed under the PAA
that resulted in or is likely to result in a material financial loss, the misuse or loss of a material
public resource or substantial harm to a public sector institution or the general public.
145. The AG has a statutory discretion to determine the manner of, and time frames within which to
implement certain elements of the amendments. For the 2018-19 audits, the AG opted to apply
a phased approach to the handling of material irregularities, which includes implementing the
process only at selected auditees.
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Audit findings on the annual performance report that may have an impact on
the audit opinion in future
146. The planned and reported performance information of selected development priority was
audited against the following additional criteria as developed from the Performance
Management Reporting Framework:


Presentation and disclosure – Overall presentation:




Overall presentation of the performance information in the annual performance report is
comparable and understandable

Relevance – Completeness of relevant indicators:


Completeness of relevant indicators in terms of the mandate of the auditee, including:
 relevant core functions are prioritised in the period under review
 relevant performance indicators are included for the core functions prioritised in the
period under review

147. Material audit findings arising from the audit against the additional criteria do not have an impact
on the audit opinion of the selected development priority in this report. However, it may impact
on the audit opinion in future.
148. The material findings in respect of the additional criteria are as follows:


Relevance – Completeness of relevant indicators


Key projects implemented by the municipality were not always included in the SDBIP and
reported on by the Municipality in its annual performance report.
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SECTION 7: Ratings of detailed audit findings
149. For the purposes of this report, the detailed audit findings included in annexures A to B have
been classified as follows:


Matters to be included in the auditor’s report: these matters should be addressed as a
matter of urgency.



Other important matters: these matters should be addressed to prevent them from leading
to material misstatements of the financial statements or material findings on the
performance report and compliance with legislation in future.



Administrative matters: these matters are unlikely to result in material misstatements of the
financial statements or material findings on the performance report and compliance with
legislation.

SECTION 8: Conclusion
150. The matters communicated throughout this report relate to the three fundamentals of internal
control that should be addressed to achieve sustained clean administration. Our staff remains
committed to assisting in identifying and communicating good practices to improve governance
and accountability and to build public confidence in government’s ability to account for public
resources in a transparent manner.
Yours faithfully
Izak van der Walt
Senior Manager
Mpumalanga Business unit
27 November 2020
Enquiries:
Telephone:
Fax:
Email:

Nkosana Zondi
013 7560800
013 756 0879
Nkosanaz@agsa.co.za

Distribution:
Audit committee
Head of internal audit unit
Executive authority
Municipal Manager
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SECTION 9: Summary of detailed audit findings
Other important
matters

Administrative
matters

Page 67 of 256

Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Bank accounts not reconciled at
year end (issue 28)

Yes

No

No

No

No

Yes

No

No

3

In progress

60

Receivables
from
non-exchange
transactions (government grants and
subsidies) (issue 33)
Receivables
from
non-exchange
transactions (rates) (issue 47)
Consumer debtors (Electricity, water,
sewerage and refuse) (Issue 48)

Yes

No

No

No

No

Yes

No

No

3

In progress

61

Yes

No

No

No

No

Yes

No

No

3

In progress

62

Yes

No

No

No

No

Yes

No

No

3

In progress

65

Energy efficiency and demand side
management grant (issue 76)

Yes

No

No

No

No

Yes

No

No

3

In progress

67

Lack of service delivery records and/or
no evidence of service delivery for
three payments made in favour of
certain service providers (issue 123)

Yes

No

No

No

No

Yes

No

No

3

In progress

69

Revenue from exchange transactions
(Electricity) (issue 54)

Yes

No

No

No

No

Yes

No

No

3

In progress

74
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Other important
matters

Administrative
matters
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Revenue from exchange transactions
(water)(issue53)

Yes

No

No

No

No

Yes

No

No

3

In progress

77

Revenue from exchange transactions
(sanitation) (issue 55)

Yes

No

No

No

No

Yes

No

No

3

In progress

87

Revenue CAATS exceptions (issue 90)

Yes

No

No

No

No

Yes

No

No

3

In progress

91

Properties on the valuation roll not
billed rates and service charges (issue
93)

Yes

No

No

No

No

Yes

No

No

3

In progress

94

Prior disclaimer issues- expenditure
(issue 118)

Yes

No

No

No

No

Yes

No

No

3

In progress

106

Prior disclaimer issues – Revenue and
receivables (issue 117)

Yes

No

No

No

No

Yes

No

No

3

In progress

108

No adjustments made to prior year
unauthorised and irregular expenditure
(issue 87)
Disclosed irregular expenditure not
complete (issue 73)
Limitation of Scope (issue 38)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

110

Yes

No

Yes

No

No

Yes

No

No

3

In progress

111

Yes

No

Yes

No

No

Yes

No

No

3

In progress

112
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Other important
matters

Administrative
matters
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Minimum threshold for local production
and content not specified in invite for
quotations (issue 63)
Minimum threshold for local production
and content not specified in invite for
quotations (issue 63)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

112

Yes

No

Yes

No

No

Yes

No

No

3

In progress

114

Reasons for not obtaining minimum 3
quotations are not documented and
approved (issue 66)
Winning contractor CIDB grading not
suitable for the value of the contract
(issue 42)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

116

Yes

No

Yes

No

No

Yes

No

No

3

In progress

118

Minimum points required for
functionality not consistent with
evaluation criteria (issue 43)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

120

Deviation not justifiable (issue 62)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

121

Minimum threshold for local production
and content not specified in invite for
quotations (issue 64)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

122

Limitation of Scope (issue 71)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

124
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Other important
matters
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Successful contractor CIDB
grading not suitable for the value of
the contract (issue 121)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

126

Successful contractor CIDB grading not
suitable for the value of the contract
(issue 124)

Yes

No

Yes

No

No

Yes

No

No

3

In progress

128

Annual financial statements submitted
late (issue 12)
Failure to prevent irregular and fruitless
and wasteful expenditure (issue 69)
Payments not made within 30 days
(issue 9)
Compliance with the MFMA – revenue
management (issue 102)
Compliance with the MSA – strategic
planning and performance reporting
(issue 105)
Compliance with the MFMA – Asset
management (issue 105)
Reported performance not accurate
(issue 85)
Reported performance could not be
audited (issue 84)

No

No

Yes

No

No

Yes

No

No

3

In progress

130

No

No

Yes

No

No

Yes

No

No

3

In progress

131

No

No

Yes

No

No

Yes

No

No

3

In progress

132

No

No

Yes

No

No

Yes

No

No

3

In progress

135

No

No

Yes

No

No

Yes

No

No

3

In progress

136

No

No

Yes

No

No

Yes

No

No

3

In progress

137

No

Yes

No

No

Yes

Yes

No

No

3

In progress

138

No

Yes

No

No

Yes

Yes

No

No

3

In progress

139

52

Management report of Govan Mbeki Local Municipality

Other important
matters

Administrative
matters

Page 71 of 256

Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Indicator relating to the number of
houses receiving a refuse removal
service could not audited (issue 89)
Indigent register (issue 94)

No

Yes

No

No

Yes

Yes

No

No

3

In progress

141

No

Yes

No

No

Yes

Yes

No

No

3

In progress

142

Matters affecting the financial
sustainability/ going concern of the
municipality not disclosed (Issue 16)

No

No

No

No

No

Yes

No

No

3

In progress

144

Rates reconciliation for 2018 and 2019
(issue 109)
Revenue from non- exchange
transactions (rates) (issue 56)

Yes

No

No

No

No

No

Yes

No

3

In progress

146

Yes

No

No

No

No

No

Yes

No

3

In progress

147

No revenue invoices for properties on
the valuation roll (issue 92)
Rental of facilities and equipment
Details of assets under construction not
disclosed (Issue 21)
Infrastructure assets (issue 27)
Specific project selected for audit
(issues 51 to 53)
Investment property (Issue 22)

Yes

No

No

No

No

No

Yes

No

3

In progress

151

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes

No
No

1
3

Not applicable
In progress

153
154

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes
Yes

No
No

3
3

In progress
In progress

156
158

Yes

No

No

No

No

No

Yes

No

3

In progress

164

Long term receivables (issue 44)

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes
Yes

No
No

3
3

In progress
In progress

165
170

Prepaid electricity debtor (issue 40)
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Consumer deposits (issue 41)

Yes

No

No

No

No

No

Yes

No

3

In progress

171

Payables from exchange transactions
(issue 57)

Yes

No

No

No

No

No

Yes

No

3

In progress

172

Difference between the accruals listing
and the control account (issue 65)

Yes

No

No

No

No

No

Yes

No

3

In progress

175

Value added tax payable 2018 and
2019 (issue 110)
Retentions not complete (issue 115)

Yes

No

No

No

No

No

Yes

No

3

In progress

176

Yes

No

No

No

No

No

Yes

No

3

In progress

178

Infrastructure Skills Development Grant
(issue 75)
Contracted services (issue 98)
Repairs and maintenance (disclosed as
part of general expenses) (issue 99)
General expenses (issue 100)

Yes

No

No

No

No

No

yes

No

1

In progress

179

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes
Yes

No
No

3
3

In progress
In progress

181
183

Yes

No

No

No

No

No

Yes

No

3

In progress

187

Employee costs (issue 116)
Inadequate evidence that prior year
unauthorised, irregular as well as
fruitless and wasteful expenditure was
investigated before write-off by council
(issue 6)

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes
Yes

No
No

3
3

In progress
In progress

189
190
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Understatement of unauthorised
expenditure for the year under review
(issue 13)
Prior period errors (issue 119)
Misstatements in the financial
statements submitted on 15 February
2020 (issue 20)

Yes

No

No

No

No

No

Yes

No

3

In progress

191

Yes
Yes

No
No

No
No

No
No

No
No

No
No

yes
Yes

No
No

1
3

In progress
In progress

193
194

Corresponding figures (issue 14)

Yes

No

No

No

No

No

Yes

No

3

In progress

199

Categories of financial assets and
financial liabilities not disclosed (issue
29)

Yes

No

No

No

No

No

Yes

No

3

In progress

206

Findings in the budget Statement
(issue 34)
Prior year Eskom Debt – note 17 to the
financial statements (issue 74)

Yes

No

No

No

No

No

Yes

No

3

In progress

207

Yes

No

No

No

No

No

Yes

No

3

In progress

210

Capital Commitments (issue 79)
No disclosure relating to pension funds
(Issue 23)
Other disclosures not made (Issue 24)

Yes
Yes

No
No

No
No

No
No

No
No

No
No

Yes
Yes

No
No

3
3

In progress
In progress

211
214

Yes

No

No

No

No

No

Yes

No

3

In progress

216
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Confirmation of contingent assets and
liabilities received from attorneys (issue
111)

Yes

No

No

No

No

No

Yes

No

3

In progress

217

Related party transactions (issue 96)

Yes

No

No

No

No

No

Yes

No

3

In progress

221

Use of Consultants -Altimax
(Proprietary) limited (issue 107)

No

No

Yes

Yes

No

No

Yes

No

2

In progress

224

No consultancy reduction plan (issue 4)
Awards made to prohibited supplier
(issue 29)

No
Yes

No
No

Yes
Yes

Yes
No

No
No

No
No

Yes
Yes

No
No

2
3

In progress
In progress

225
226

Awards to persons in the service of the
auditee (issue 31)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

228

Awards to person in the service of the
state (issue 30)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

229

Supplier’s tax status not confirmed at
the time of award (issue 35)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

231

Supplier did not submit a declaration of
interest (issue 36)
The approved and recommended
supplier was not appointed, and no
explanation provided (issue 37)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

234

Yes

No

Yes

No

No

No

Yes

No

3

In progress

235
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Supplier’s tax status not confirmed at
the time of award (issue 67)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

236

Supplier did not submit a declaration of
interest (issue 68)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

237

Bidder scoring the highest point not
appointed and no justifiable reason
provided (issue 59)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

239

Evaluation criteria applied different
from the evaluation criteria indicated on
bid documents (issue 60)
Bid advertised for less than the
required minimum days (issue 61)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

240

Yes

No

Yes

No

No

No

Yes

No

3

In progress

241

Bid evaluated on functionality
criteria not indicated on as an
evaluation criterion on bid
documents (issue 70)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

243

Inadequate contract Management
(issue 72)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

244

Request for quotations drafted in a
biased manner (issue 106)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

245
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

The Municipality did not demonstrate
the benefits and discounts of
participating in a contract secured by
another organ of state (issue 112)
Prices paid on a contract secured by
another organ of state not the same as
the original prices (issue 113)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

246

Yes

No

Yes

No

No

No

Yes

No

3

In progress

247

The evaluation of bids not conducted in
a way that is fair, equitable,
transparent, competitive and costeffective (issue 114)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

251

Evaluation criteria not clearly set out in
the tender document and inconsistent
application of the evaluation criteria
(issue 122)
Allocation of the budget to key
performance areas in the IDP and
SDBIP (issue 2)

Yes

No

Yes

No

No

No

Yes

No

3

In progress

254

No

Yes

Yes

No

No

No

Yes

No

2

In progress

256

Adjustment budget for 2018-19 not
made public within 10 working days
(issue 11)

No

Yes

Yes

No

No

No

Yes

No

2

In progress

257

Projects not recorded on the SDBIP
and no indicators or targets were set

No

No

Yes

Yes

No

No

Yes

No

2

In progress

258
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Matters affecting the
auditor’ s report

Page no.

Service delivery

Status of implementation
of previous year(s)
recommendation

Internal control
deficiency

Number of
times
reported
in
previous
three
years

Non-compliance
with legislation

Rating

Misstatements in
annual performance
report

Classification

Misstatements in
financial statements

Finding

Reconciliation of key control accounts
(issue 3)

No

No

No

Yes

No

No

Yes

No

2

In progress

259

Requisition not on SCM reconciliation
(issue 10)

No

No

No

Yes

No

No

Yes

No

2

In progress

260

SCM policy not updated (issue 15&16)
Cash floats not recorded (issue 17)
The chief audit executive did not
achieve the required CPD hours (issue
1)

No
No
No

No
No
No

No
No
No

Yes
Yes
Yes

No
No
No

No
No
No

Yes
Yes
Yes

No
No
No

2
2
2

In progress
In progress
In progress

261
262
263

Valuation roll not updated (issue 91)

No

No

No

Yes

No

No

Yes

No

2

In progress

264
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MUNICIPAL PUBLIC ACCOUNTS COMMITTEE
MPAC FINDINGS AND QUESTIONS ON THE 2018/2019 ANNUAL REPORT
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Format of the Annual Report must be consistent with the format prescribed by Circular No. 11, the report must be
based on five key chapters;
 Chapter 1: Introduction and Overview
 Chapter 2: Performance Highlights
 Chapter 3: Human Resources and other Organisational Management
 Chapter 4: Audited Statement and Related financial Information
 Chapter 5: functional area Service delivery Reporting
2018/2019 ANNUAL REPORT REVIEW
INTENT 1: TO DETERMINE THE ACCURACY AND RELIABILITY OF INFORMATION IN THE ANNUAL REPORT
INTENT 2: TO RAISE QUESTIONS ON THE PERFORMANCE OF THE MUNICIPALITY
MANAGEMENT RESPONSES DATED 23 FEBRUARY 2021
REFERENCE
QUESTIONS

FINDINGS ON THE ANNUAL REPORT - 2018/2019

KPA 1: Financial
Viability, page 7

1. Please provide evidence that ward Ward Committees are part of the community meetings and also
committees are truly representative give inputs through their Ward Committee meetings as well
and fully involved in the municipality’s (Attendance Register attached)
community consultation processes
ward committees are representative
and fully involved in the municipality’s
community consultation processes.
2. Provide evidence of the improved
municipal financial and administrative
capacity of implementing competency
norms and standards and acting
against incompetence and corruption.
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KPA 2: Sustainable 1. Are the following municipal roles being
Physical Infrastructure
achieved as maintained in the Annual
and Improve Customer
Report?
Care Services, page 7 8
 Ring-fence water, electricity and
sanitation functions so as to
facilitate cost-reflecting pricing of
these services

The role is not achieved, due to the institutions financial
position that is constrained. The revenue collection has
deteriorated which becomes difficult to Ring-fence any funds.
The pricing model is not cost -reflecting because of the
economic climate of the town.
The Spatial Development Framework does address all modes
of transport and is included in the urban designs. These need
to be implemented by the various Departments i.e. Technical
Services, community series, etc….



Ensure urban spatial plans
provide
for
commuter,
rail
corridors, as well as other modes
of public transport



Maintain and expand water Refer to the attached list of Capital projects for the financial
purification works and waste water period 2018/2019 that were aimed at the maintenance and
treatment works in line with refurbishment of the waste water treatment work.
growing demand

FINDINGS ON THE ANNUAL REPORT - 2018/2019

KPA 3: Economic
Growth and
Development, page 8



prepare to receive the devolved The TRP Section has in the amended organogram made
provision for transport planning, however this is still not
public transport function
approved and thus no preparations can be done with the
existing personnel related to transport planning



Improve
maintenance
municipal road networks

of The road infrastructure is maintained within the available
maintenance budget however the municipal financial position
has placed a lot of restrictions in terms of the budget.
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2. As stated in the Annual Report, is
the municipality:
 Creating enabling environment for The Spatial Development Framework creates an enabling
investment
by
streamlining environment that promotes development in each region, which
is further translated into urban design plans that needs to be
planning application processes;
implemented across all Departments within GMM. The
Planning and Development Department has also implemented
an Electronic Management System that is used for submission
of Town Planning Applications and Building Plans for approval.
This system is aligned to the service standards and prescribed
timeframes for approval of all types of planning applications






Ensuring proper maintenance and Dir Tech
rehabilitation of essential services
infrastructure;
Ensuring proper implementation of Will investigate the statement and will recommend sufficient
allocation for EPWP in the next financial year budget.
the EPWP;
Designing
service
delivery The municipal services as rendered by mainly technical and
community services departments are labour intensive
processes to be labour intensive;
The procurement processes are being reviewed to improve the
internal controls. Online procurement is being introduce as way

FINDINGS ON THE ANNUAL REPORT - 2018/2019



Improving procurement systems to to eliminate corruption. GMM as further developed a UIFW
eliminate corruption and ensure strategy as well as the UIFW policy. All this policy aim on
improving the institutional procurement processes
value for money;

Utilising community structures to Cooperatives are supported while through Local SMME’s are
appointed for services that are outsourced and this is primarily
provide service?
for the purpose of ensuring Local economic growth.
1. Are
Pre-Determined
Objectives Through concerted efforts to implement plans and strategies
(PDO’S) achievable?
we set for ourselves. Some of these has been implemented
such as Revenue Enhancement Committee responding to the
protection and enhancement of revenue, cost curtailment
measures that in place responding to the reduction of
operational expenditure.


STRATEGIC
OBJECTIVES, page 7-9
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There are a number of water and sanitation projects under
implementation such as the rising main and sewer reticulation
projects in Lebohang, waterpipe line in Eendraght, sewer
upgrade in Embalenhle, these projects are a response to
Planning, construction and maintenance of water and
sanitation.
In relation to economic growth, the municipality have
implemented projects such as the Establishment of the
Industrial park which is in progress, the Incubation programme
for SMME’s and Cooperatives and the general Economic
recovery plan which is encompassing a lot of interventions
such as the township and rural entrepreneur programme and
sector specific interventions.
The land audit, the review of the SDF and the adoption of the
land use management scheme is a deliberate response to the

FINDINGS ON THE ANNUAL REPORT - 2018/2019

WARD INFORMATION,
page 13 and 235
SERVICE DELIVERY
OVERVIEW, page 17

Development of integrated and sustainable human
settlements and controlled development. To mention but a
few.
1. Why is Ward 1 indicated as Leandra The referral as made was a typo, Ward 1 is in Leandra,
and part of Kinross?
Eendraght and Farms
1. Who are the municipality service LUM, Spatial Planning & Properties:
providers? And has an assessment
 SDF – Awaiting Consultant Details for the re-write of
being conducted as to the impact they
SDF
made in the municipality?
 Township Establishment for Emzinoni X 13 – Real
Development Planning Company
 Valuation Roll – DDP Valuators
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2. Do we have clear Service Delivery No assessments has been done on the consultants. We await
priorities
with
established the evaluation criteria from SCM
performance targets and measures
taken or to be taken to improve  Service Delivery priorities and strategic initiatives are
performance?
established and has been developed as part of the five (5)
YEAR Developed IDP 2017/ 2018- 2021/2022 and it
remain for the duration of this review and beyond.
 Performance targets on indicators as per the Service
Delivery Budget Implementation (SDBIP) is done annually
review and approved by the Executive Mayor.
 Performance on indicators is reported on as the actual
performance of the specific indicator, reasons for such
performance are also provided by each user department
as well as corrective measures on improvement on under
performance of indicators.
 The Project management unit (PMU) as per their scope of
work, monitor the progress of projects which are roll-out

FINDINGS ON THE ANNUAL REPORT - 2018/2019

annually within the municipality and report progress as
well.
 Each HOD are responsible to monitor the performance of
service providers as per the SLA for projects responsible.
3. What is backlog of service delivery
given the number of formal houses, According to the GMM National Upgrading Support Program
number of informal houses, and which was conducted and adopted in 2013 the Housing
number of poor/indigent households? backlog was approximately 58000.
4. What are the overall goals and The overall goals and priorities of the municipality are as set
priorities of the municipality?
out on the IDP focusing on the six strategic objectives.
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5. How will it impact in the community it An improvement or enhanced revenue will allow the
serves?
municipality to execute its constitutional mandate of providing
sustainable services.
6. Is the municipality viable or not?

ORGANISATIONAL
1. When will the organisational structure
DEVELOPMENT
be finalised and submitted to Council?
PERFORMANCE, page
24
2. Will the organogram be disclosed
accordingly: skills or level of education
attained by staff?

POLITICAL
GOVERNANCE,
26

page

Due to the expenditure that surpasses the available revenue
and below target revenue, the municipality is financially none
viable.
The organizational structure will be consulted with labour and
be taken to strategic planning session whereafter it be
presented to council before 30 June 2021
The organogram will be communicated within the Municipality
once adopted by council. Skills or level of education attained
by staff will be established through the skills audit being
conducted with assistance from COGTA

1. Why is it stated that the executive is Management concur with the finding of MPAC, there are
headed by the Executive Mayor with a seven(7) Mayoral Committee members and this was a typing
Mayoral Committee of five (5) error.

FINDINGS ON THE ANNUAL REPORT - 2018/2019

members while there are seven
members of the Executive Committee
listed (from 2019/05/29)?
Executive Mayoral
Committee, page 26

2. There is no such committee, only a The advice of MPAC is acknowledged and the paragraph will
Mayoral Committee, why this careless be corrected accordingly
reporting was not corrected as
indicated in the previous review of the
Annual Report?

FUNCTIONS
OF 1. Five political parties are represented Management concurs with MPAC, there are five (5) political
POLITICAL EXECUTIVE
in Council not seven as stated in the parties represented in Council There was a typing error.
STRUCTURE, page 32
report.
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FUNCTIONS OF WARD 1. Do ward committees may make Yes the recommendations if any are made through the Ward
COMMITTEES, page 48
recommendations on any matter Committee sittings.
affecting its ward to the ward
councillor, or through the ward
councillor to the municipal council, the
executive committee or support
committee as recommended by
CoGTA?
2. Are all Ward Committees functional?
PUBLIC MEETINGS
2018/2019, page 49
Anti-Corruption and
Fraud Policy, page 52

Yes, all Ward Committees are functional.

1. Were all Public Quarterly meetings Quarterly meetings were held in the majority of the Wards,
held in the 2018/2019 Financial Year? however ward 5,18,21, 25 and 30 do not hold community
meetings
1. Is The Anti-Corruption and Fraud
The municipality has not received of any cases of fraud in the
Policy being effectively implemented
financial year under review and therefore no evidence of
in the municipality?
effective implementation can be provided however the policy
2. If yes, please provide evidence.
is in place.

FINDINGS ON THE ANNUAL REPORT - 2018/2019

BY-LAWS, page 53

1. Are all by-laws being effectively For the purpose of this By-law Govan Mbeki Municipality’s
implemented in the municipality?
business by-law is implemented in the formal and informal
2. If yes, please provide evidence.
sectors of businesses. In terms permits and licenses,
environmental health and safety, general conduct of street
traders on predetermined areas. Notices are served to those
that do not comply with this by-law.
The Prevention of Illegal Land Invasion By-Law is not
effectively implemented due to lack of resources. The
aforementioned By-Law is currently under review.
3. Implementation of the Spatial Planning and Land Use

Page 85 of 256

Management By-Law. All planning applications are
submitted in-line with the SPLUM By-law and GMM Land
Use Scheme. Both are contained on the GMM Website.
WASTE
MANAGEMENT, page
64

WASTE WATER
(STORMWATER
DRAINAGE), page 73

1. High vacancies within the section has
impacted both collection schedule
and street cleansing.

Positions are filled in accordance to a prioritized methodology
focussing mainly on service delivery while taking serious note
of the municipal financial position.

2. Why is the municipality appointing
service providers that does not have
experience in Operating and
maintaining the sites?

Service providers are appointed on competitive biddings
based on the set specifications.

3. The spell check was not performed in
the report (page 64)
1. How effective is the Pavement
Management System (PMS) as
indicated in page 73.

The error is noted and will be corrected.
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The pavement management system can only be effective if
augmented with a budget as it serves as a guide on the status
of the municipal roads and storm water infrastructure.

LOCAL ECONOMIC
DEVELOPMENT, page
75

1. Please provide us with the
achievements of the LED Strategy.



Local Economic Development Forum was launched during
December 2019. As part of their program, LEDF met with
local Mining houses to engage on strategies and plans
that will positively influence the economic agenda of GMM.

 GMM INDUSTRIAL TECHNO PARK
Feasibility study for the establishment of GMM Industrial
Techno Park was concluded. Industrial Techno Park design
were submitted and approved by the Surveyor General.
Funding for the bulk service is still a challenge.
GMM INCUBATION PROGRAM
Three (3) service providers were appointed at risk to implement
the incubation program.
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Together with NYDA, GMM identified 10 young people to be
participants of the kiosks program which is a sub-programme
to the incubation Programme. NYDA made funding available.
In collaboration with Department of Small Business
Development, GMM facilitated the distribution of trading
equipment to 32 local SMME’s. Equipment were bought by
DSBD.
Through Township & Rural Entrepreneur Program
(TREP)GMM, SEDA and GSDM assisted local SMME’s to
apply for COVID 19 relief grant.
TOURISM
LTO was established on the 18th February 2020 and it is fully
functional, members were workshopped on the terms of
reference.

FINDINGS ON THE ANNUAL REPORT - 2018/2019

Due to the pandemic some activities are still on hold. Virtual
meetings are held on quarterly.
Township tourism is still on hold due to the pandemic in terms
of the events which were regarded as super spreaders of the
pandemic
ENTERPRISE DEVELOPMENT
Business permits and licenses is an ongoing process done on
daily bases.
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Small business support is done in collaboration with SEDA,
MEGA, SEFA, NEF and NYDA.
Business trainings for start-ups and existing business is done
through the sister agencies that are the custodians for business
training and support.
New demarcation’s for informal traders were identified in
Bethal, Leandra and Secunda.
PUBLIC ACCOUNTABILITY AND PARTICIPATION
INTEGRATED DEVELOPMENT PLAN (IDP)
The IDP complies with the provision made in the Municipal Systems act, s (26) with regard to the components. MPAC, after
rigorous engagements, felt that the content has lot of challenges as there were number of issues identified by the committee.
The MEC’s comments were not considered on the reviewed for the following financial year.
MANAGEMENT RESPONSE ON IDP FINDING
1. The concern of the MPAC is noted.

FINDINGS ON THE ANNUAL REPORT - 2018/2019

2. The Integrated Development Plan (IDP) has been amended based on the MEC Comments for 2020/2021
Financial year. Responses were also submitted and status thereof which are included as part of the amended
IDP 2020/2021 which was submitted to council. Kindly see P.O.E Attached

Alignment to the budget.
There was no clear alignment with regard to IDP and the Budget. Number of projects were not implemented and the MPAC
committee identified that as a gab that continues to pose a challenge in the municipality, in responding to the needs of the
community it serve. The translation of the projects committed in the IDP to the SDBIP is still a challenge and the municipality
should organize training for its employees as part of capacity building.
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MANAGEMENT RESPONSE ON ALIGNMENT TO THE BUDGET
1. The concern of the MPAC is noted.
2. The SDBIP does have budgeted amounts for financial indicators that are informed through the Capital budget as per MIG
funding.
3. All non-financial indicators are link as part of the operational budget as indicated on the SDBIP entry column annual budget.
4. An alignment sheet with linkages of the IDP/BUDGET /SDBIP reflect as such the budgeting process per key performance
area which are also aligned to budget Table A5 named Consolidated Budgeted Capital Expenditure by vote, functional
classification and funding.

5. Kindly see P.O.E Attached

AUDIT QUERIES
The committee will look beyond what the Auditor General has raised as root causes and perform its oversight accordingly
in rectifying the current situation.

FINDINGS ON THE ANNUAL REPORT - 2018/2019

Page 89 of 256

Page 90 of 256

Page 91 of 256

Page 92 of 256

Page 93 of 256

Page 94 of 256

Page 95 of 256

Page 96 of 256

Page 97 of 256

Page 98 of 256

Page 99 of 256

Page 100 of 256

Page 101 of 256

Page 102 of 256

Page 103 of 256

Page 104 of 256

Page 105 of 256

Page 106 of 256

Page 107 of 256

Page 108 of 256

Page 109 of 256

Page 110 of 256

Page 111 of 256

Page 112 of 256

Page 113 of 256

Page 114 of 256

Page 115 of 256

Page 116 of 256

Page 117 of 256

Page 118 of 256

Page 119 of 256

Page 120 of 256

Page 121 of 256

Page 122 of 256

Page 123 of 256

Page 124 of 256

Page 125 of 256

Page 126 of 256

Page 127 of 256

Page 128 of 256

Page 129 of 256

Page 130 of 256

Page 131 of 256

Page 132 of 256

Page 133 of 256

Page 134 of 256

Page 135 of 256

Page 136 of 256

Page 137 of 256

Page 138 of 256

RESOLUTIONS ORIGINATING FROM THE REPORTS OF THE EXECUTIVE MAYOR IN TERMS OF
NON-DELEGATED POWERS. COUNCIL MEETING HELD ON FRIDAY 29 JANUARY 2021
A004/01/2021
AUDITED 2018/2019 (SECTION 121) ANNUAL REPORT
(SV) (2/4/2)
RESOLVED
1. That it BE ACKNOWLEDGED that the 2018/2019 Audited Annual Report for the financial
year ending 30 June 2019, was prepared and submitted as contemplated in Section 46 of the
Local Government: Municipal Systems Act, Act 32 of 2000, read with Chapter 12 of the Local
Government: Municipal Finance Management Act, Act 56 of 2003.
2. That the 2018/2019 Audited Annual Report BE APPROVED for public comments in terms of
Sections 21(a) and (b) of the Local Government: Municipal Systems Act, Act 32 of 2000, read
with Section 127(5)(a)(i) of the Local Government: Municipal Finance Management Act, Act
56 of 2003.
3. That it BE ACKNOWLEDGED that the closing date for the submission of public comments
on the 2018/2019 Audited Annual Report is the 25th of February 2021.
4. That the 2018/2019 Audited Annual Report BE REFERRED to the Municipal Public Accounts
Committee for scrutiny.
5. That once the Municipal Public Accounts Committee has finalized the detailed analysis and
review of the 2018/2019 Audited Annual Report, the committee is to DRAFT an Oversight
Report to BE TABLED to Council in March 2021 for adoption in terms of Section 129 of the
Local Government: Municipal Finance Management Act, Act 56 of 2003.
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MUNICIPAL PUBLIC ACCOUNTS COMMITTEE
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OVERSIGHT PROCESS PLAN (FOR THE 2019 / 2020 OVERSIGHT REPORT)
PROJECT MILESTONES
1. Process Plan
1.1 Present Process Plan and confirm
dates
1.2 Refine documents as required
1.3 Submission of Process Plan for
adoption
2. Dissemination for comments
2.1 Place Annual Report at strategic
points for comments
2.2 Place advertisement inviting
comments and announcing dates of
consultative meetings

TARGET DATES

RESPONSIBILITY

04 February 2020

MPAC Chair

04 February 2020
04 February 2020

MPAC members
MPAC Chair

06 February 2020

Office of the MM

06 February 2020

Office of the MM

OVERSIGHT PROCESS PLAN - 2019/2020

COMMENTS
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3. Annual report
3.1 Draft questions for the
11 February 2020
accounting officer
3.2 Send questions to the
13 February 2020
management
3.3. Presentation from the Audit
18 February 2020
Committee
3.4. Inputs from Section 79
20 February 2020
Committees
3.5 Receive responses from the
27 February 2020
management
3.6 Departmental hearings
03 - 05 March 2020
4. Conduct Oversight
4.1 Hold consultative meetings
10 – 15 March 2020
4.2 Compile Oversight Report
17 March 2020
4.3 Submit oversight report to the
24 March 2020
Speaker to be placed on the Council
Agenda
4.4 Present Oversight Report to
31 March 2020
Council
5. Submission of Annual Report with Oversight Report
5.1 Submission to MEC, A-G and
30 April 2020
Provincial Treasury

OVERSIGHT PROCESS PLAN - 2019/2020

MPAC members
Secretary
MPAC members
MPAC members
Secretary
MPAC members
MPAC members
Researcher
MPAC Chair

MPAC Chair

Office of the MM
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10. CHECKLIST OF THE ANNUAL REPORT AS PER SECTION 121 (3) OF THE MFMA, 56 OF 2003 AND
MFMA CIRCULAR 11

CONTENT OF THE ANNUAL REPORT
a)

Annual Financial Statement of the municipality

B)

Auditor General’s report on the Financial Statements

c)
Annual Performance Report of the municipality prepared in terms of Section 46 of the
Municipal Systems Act
D)

Auditor General’s report in terms of Section 45 (b) of the Municipal Systems Act

e)

An assessment by the Accounting Officer of any arrears on municipal taxes and services

F)
Assessment by the Accounting Officer of the municipality’s performance objectives referred
to in Section 17 (3) (b) for revenue collection from each revenue source and for each vote in the
municipality’s approved budget for the relevant financial year.
g)
Particulars of corrective action taken or to be taken in response to issues raised in the audit
reports referred to in paragraphs (b) and (d).
h)
Any explanation that may be necessary to clarify issues in connection with the financial
statement.
I)

any information as determined by the municipality.

j)

Any recommendations of the municipality’s audit committee.

k)

Any other information as may be prescribed

Page 256 of 256

