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1. Introduction

2.

According Section 72.1(a) of Municipal Finance Management Act, act 56 of 2003 the

accounting officers of municipalities must by 25 January of each year assess the

performance of their municipalities during the first half of the financial year, taking the
following into account:

i The monthly statement(section 71) for the first half of the financial year;

ii. The municipal services delivery performance during the first half of the financial
year; and the service delivery targets and performance indicators set in the service
delivery and budget implementation plan; and

iii. The past year’s annual report and progress made on resolving the problems
identified in the annual report.

According to section 72.3.(a)&(b) of the same act, the accounting officer must as part of the
review do the following: ‘

i. Make recommendations as to whether an adjustment budget is necessary; and
ii. Recommend revised projections for revenue and expenditure to the extent that this
may be necessary

Section 71 report for the past six months

On average the municipality in the first half of the 2013/14 financial year collected 60% of its
billed revenue; failed to reduce outstanding service debts above 60 days but instead the
debts kept on increasing and lastly, the spending on Capital projects was less than expected.
Based on the above facts the.municipality did not have sufficient fund to run its activities,
some activities were suspended pending availability of funds and projects were not
completed as scheduled. Therefore to normalise the situation it will be important that
projects that were behind schedule be rescheduled and these which their funds are
exhausted like the development of Vision 2030 be revisited.

Progress on matters raised in the 2011/12 Annual Report

18 matters were raised by the Auditor General from the 2011/12 Annual Report and by the
mid —year of the 2013/14 financial year, four of them were addressed; eight in progress and
the implementation of the last six was still at commencement stage. The table below reflects
the issues raised and their progress as per the internal audit unit report.
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Chart 01: Progress made on 2011/12 Annual Report on AG Action plan

Progress report in addressing
2011/12 A.G. findings

& Addressed
#in progress
% Not addressed

Table/Figure 01: Progress made on 2011/12 Annual Report on AG Action plan

. Movable Assets

identified from the floor could not
be fraced to the accounting
records and financial statements,
The municipality did not have
adequate systems in place for the
identification and recording of
assets and there were no
alternative audit procedures that |
could perform to obtain reasonable
assurance that all assets were
properly recorded. Consequently, |
was unable to obtain sufficient
appropriate  audit evidence to
safisfy myself as to the
completeness of assets amounting
to R808 636 744, as disclosed in
note 3 to the financial statements.

A significant number of asses | Rew assets register and

ensure that all assets
captured on the register
are verified and confirmed
by respective officials
through  signing of the
inventory list, -

Not yet started

2. Movable Assets

Due to inadequate asset
management processes and
controls at the municipality, | was
unable to physically verify a
significant number of assets
included in the balance of R808
636 774 as disclosed in note 3 to
the financial statements. | was
unable to confirm the existence of
these assets by alternative means.

Consequently | was unable to

Review assets register and
ensure that all assets
captured on the register
are verified and confirmed
by respective officials
through signing of the
inventory list.

Not yet started
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determine whether any adjustment
relating to property, plant and
equipment in the financial
statements was necessary.

Immovable Assets

The accumulated depreciation on
assets amounting to R95 167 159
disclosed in note 3 to the financial
statements  differs  with my
recalculation of R111 007 317,
resulting in a difference of R15 840
158. Consequently, depreciation is
understated by R15 840 158 and
due to the matter reported on in
the preceding paragraphs | could
not determine the impact of the
carrying value of property, plant
and equipment in the financial
statements.

Recalculation of other
infrastructure assets to be
performed and ensure that
adjustments are made for
the previous year.
Performance of prefiminary
audit to take place.

4. Movable Assets

The municipality did not assess
assets for  impairment in
accordance by SA Standards of
GRAP 21, . Impairment of Non-
cash- generating Assets. The
municipality's records did not
permit the application of alternative
audit procedure. Consequently |
was-unable to determine whether
any adjustments relating to
property, plant and equipment in
the financial statements was
necessary as it was impractical to
doso. -

reviewable and verification
of assets to be performed
and disposal committee to
implement the finding of
assets to be disposed
thereof  impairment  of
assets on non cash
generating assets to be
performed

5. Movable Assets

Y

‘The municipality did not disclose
the nature and effect of a change
in an accounting estimate in
accordance with SA Standards of
GRAP 3, Property, plant and
equipment. The municipality had
adjusted the useful life of assets
worth R9 762 061 and the change
in estimate was not disclosed in a
note to the financial statements as
per requirements of SA standards
of GRAP.

correction and disclosure
of accounting policy to be
reviewed and retrospective
adjustmentbe made

Immovable Assets

The transitional provisions for SA
Standards of GRAP 17, Property
plant and Equipment contained in
directive 4, transitional provisions
for medium and low capacity
municipalities, states the during the
measurement period, the entity
shall retrospectively adjust the
provisional amounts recognised to
reflect the information obtained
about the facts and circumstances
that existed on the effective date of
the standard. The municipality has
unbundled its infrastructure assets

Appointment of specialised
engineer to perform
retrospective adjustment of
immovable assets for one
year before 2008.
Necessary adjustment to
the AFS to be made with
effect from 2007/08 to
2011/12 financial year and
request for preliminary
audit to be performed
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amounting to R384 499 342 as
disclosed in note 3 to the prior
financial statements in accordance
with the requirements of the above
standard, however, the
municipality had not made a
retrospective adjustment as
required by directive 4.
Consequently, | was unable to
obtain sufficient appropriate audit
evidence to satisfy myself as to the
valuation and allocation of
property, plant and equipment of R
717 109 076 and accumulated
surplus.

7. Other Disclosure

SN

€

As per note 32 to annual financial
statements, the municipality has
disclosed R3 700 000 as
contingent liabilities. In addition to
this, it has been established that
the municipality is involved in
additional litigation claims with
service providers to an amount of
R11 053 253 and this amount has
not been included in the above
disclosure. This results in the
understatement of contingent
liabilities by the above amount.
Consequently, i did not obtain
sufficient appropriate audit
evidence to satisfy myself as to the
completeness, of contingent
liabilities as per SA standards of
GRAP 19, Provisions, contingent
liabilities and contingent
accounting policies.

Development and review of
the liigation register and

report to council on
progress made fo
Accounting  officer on

monthly basis and once
per quarter to council.

8. Other Disclosure

The municipality has not
adequately disclosed the following
contract that existed at year-end in
the schedule of commitments,
Denzhe electrical for electrification
of Lefahla village (GTM/19/11/1 2)
amounting o R1 638 928.50.

Matter already resolved
during audit and further
that a commitment register
developed and report to

9. Movable Assets

1. The financial statements were
not properly reviewed before being
submitted for audit. Immovable
Assets (Land and infrastructure)
figure per the AFS do not agree o
the figure per the TB.

2. Some assets included in the
assets register do not have a cost.
3. Assets amounting to R44 240
456.00 do not have a funding
source in the fixed assets register
and some.

4. Fixed assets were incorrectly
classified as motor vehicles and as
a result motor vehicle is overstated
by R 107 346.00.

5. Some assets location is not

Accounting  officer on
monthly basis.
Historical ~assets which

source of finance is not
known. Reclassification of
assets to be done-during
assets verification and on
the review of the assets
register  for  2012/13
financial year.

4
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included in the assets register. 6.
The investment property (municipal
house stand 16 portion 15) was not

depreciated according to GRAP
16.
10. Liabilities The retention for Mokobola access Matter  resolved  as Completed
bridge was incorrectly calculated omission was made by AG
resulting in a variance of R105 and a register together with
301.50 payment schedule of
project already in place
1. Liabilities 1. The vat reconciliation does not | Matter  resolved ‘and | Completed
agree fo the vat payable disclosed | adjustment to be made on
in the AFS. The variance amounts | anY future audit findings by
to R295 266.49, SARS before end of
. . financial year. Ensure that
2: VAT penaltlgs and inferest not all penalties imposed are
dvsclosgd ‘as fru!tless and wasteful captured on the non
expenditure  in  the  AFS, compliance register and be
3: Output vat not declared on reported  to Accounting
fringe benefits. officer on monthly basis
4. The vat return for the month of | and further to council for
November 2011 was not sent to | action to be taken.
SARS timeously (on the 25th of the
following month as per the VAT
Act). ‘
12. Predetermined The municipality did not submit Al mitigation to - be | In progress
Objectives information supporting mitigating programmatized and report
factors in the annual performance in the next quarter
report. Objectives in the IDP do not
have indicators. Performance
management framework not
updated. Public nofification done
after pre period scribed.
13. Inventory 1. Lack of controls over the issuing | New register implemented | In progress
of inventory documentation. The and all officials responsible
municipality ~ does not issue | for inventory sign for the
vouchers, there are incomplete receiving and issuing of
fields/open lines on the issue stock item on daily basis.
register that were not crossed out
_and pages are not sequentially
numbered. "
2. The note book that was used by
the  procurement officer for
inventory was inspected and there
were no signature on the book as
evidence that the inventory count
was performed, the book does not
have dates on it and it could not be
determined which year the count
relates to. There is no evidence
that the year-end stocking was
done.
14. Human Resources | 1. Leave forms were not found in | Daily monitoring of leave | In progress

employee files.

2. Incorrect leave days were used
to calculate leave provision and
leave days used to calculate the
provision could not be traced in the
employees’ files.

life and reconciliation to be
performed on monthly
basis and confirmation of
recon with finance be
signed off by the CFO and
Director Corporate

15. Procurement

During  audit the following

Register of all deviation

In progress
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deficiencies in management and
reporting on irregular unauthorised,
fruitless and wasteful expenditure
were identified: 1.There is no
evidence that the reports by the
accounting officer were submitted
to the MEC for local government
with regards to unauthorised
imegular, fruitless and wasteful
expenditure. 2. There was no
evidence that the municipal
manager has faken the steps fo
recover or rectify such expenditure
and to prevent a recurrence of
such expenditure in terms with
(MFMA Sec 31(2)).

developed and  report
submitted fo accounting
officer on monthly basis or
when such non compliance
occurred.

16. Procurement

The quotations procured after the 7
December 2011(the effective date
of the preferential procurement
policy framework ACT as of 2000
and regulation -2011(par 5)) were
not evaluated using the 80/20
preference points system.

Internal control measure in
place in ensuring that the
regulaion  criteria  are
followed during tendering
process and check list
template developed.
Report to the accounting
officer on monthly basis

In progress

17. Revenue

Through the audit work performed
it was noted that there were no
follow up procedures as per the
municipality's  approved  credit
control and debt- collect policy
2011-12. ..

Procedure to be developed
and adherence to the
procedure to. be
implemented on immediate
effect

' In progress

18. Revenue

Through the audit work performed
it was noted that the monthly
rentals charged by the municipality
are not market related and it was
also noted that there were meter
numbers whose readings were
determined - using. estimates
therefore the - municipal systems
ACT 32 of 2000 section 95 was not
followed.

Process of lease
agreement to be review
already in place to ensure
that rental charges are in
line with MFMA and the
use of estimates on water
reading to be faced out on
agreement entered into
with the principal agent as
we run the function- on
agency basis.

In progress
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4. Municipal Performance as per Service delivery and budget
Implementation plan

4.1.1. Average municipal Performance in the first half of the 2013/14
financial year

For the first half of the 2013/14 financial year, the municipality was allocated 224 key
performance indicators on average and 130 of them were fully achieved and 39 them
not done while 57 were "done but not completed. The average performance of the
municipality in the first half of the 2013/14 financial year therefore in percentage was
58%. The table below depicts the picture.

_| Municip 18 7 9 53%
Manager ‘s -
office . .
Community 31 20 6 6 64%
services S :
Economic and | 36 .21 9 6 58%
Land
' Development
Finance 24 13 6 5 54%
Corporate 47 23 17 7 48%
- - | Services ,
<r' Technical 52 35 12 6 66%
Services o
Total 224 130 57 39 58%
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4.1.2. Factors that affected municipal performance in the first half of the
2013/14 financial year

The following matters impacted the performance of the municipality in the first
half of the financial year:

4.1.2.1,
' 4122
(
4.1.2.3.
4.1.2.4.
<n;
4.1.2.4.1.

Internal capacity constraints

Lack of skilful employees to compile Annual Financial Statement led
into delays in the development and submission of 2012/13 Annual
Financial statement.

Lack of Audit committee and unskilled Risk committee and the
suspension of chairperson of Risk committee negatively affected the
functionality of Risk committee and the internal audit unit.

Slow Snpply chain management process

Slow supply chain processes led into late corhfnéncement and none
implementation of capital projects when we reach the mid-year
reporting time.

Lack/limited support from sector Deparﬁnelits

The failure of the LEDET to support the development of the LED
strategy resulted into the project not performed. The facilitation of
the transfer of strategic land for development has been hindered by
lack of support-from DRDLA and resulted those land been invaded.

Staff turnover
Slow recruitment processes and failure of the Municpality to attract

suitable candidate for the post of CFO and others hindered
performance in the municipality.

Compliancev with Municipal Regulations on Minimum
Competency Levels

The municipality has enrolled sizeable number of its émployees to MFMP
and as the results more employees took most of their time attending classes
than been at work.
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Recommendations .

Based on the above assessment the following are recommendable:
5.1.The 2013/14 budget be adjusted;
5.2.Projections for revenue and expenditure be revised
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