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1. CHAIRPERSON’S FOREWORD

The Constitution of the Republic of South Africa, 1996 (5152) states that:
“(1)  The objects of local government are —

(a)  To provide democratic and accountable govemment for local
communities;

(b) To ensure the provision of services to the communities in a
sustainable manner;

(c) To promote social and economic development

(d) To promote a safe and healthy environment

(e) To encourage the involvement of communitiess
organisations in the matters of local governmen

and community

yisthy nicipality, a report on the performance against the
budge ality and thereby promoting accountability to the local
- Soisions made throughout the year, as envisaged by

whether. the mformatlon contained in the Annual Report is a fair and reasonable.
record of the performance of the municipality and properly accounts for the actions
of the municipality in the financial year reported upon.

“The MFMA now requires the municipality to report on all aspects of performance
providing a true, honest and accurate account of the goals set by council and the
success or otherwise in achieving these goals” (MFMA Circular 11 dd 14 January
2005)

“The functions of the MPAC are: Approval of the Annual Report means that the
executive and administration have discharged in full, their accountability for




decisions and actions and that their performance meets the criteria set by
performance objectives and measures and is also acceptable to the community.
Council has assigned the responsibility of the Oversight Report on the Annual
Report to MPAC in terms of Council resolution 3/01/2019 dated 29 January 2019.

The Terms of Reference, of MPAC, states:

(a)  To consider and evaluate the Annual Report as tabled to Council, and
thereafter make recommendations to Council in this regard. The Committee
must receive the report no more than two weeks after tabling to Council.

(b)  To compile an Oversight Report and table it in Council no later than two
months from the date of which the Annual Report was tabled, in terms of
Section 129 of the MFMA.

{(c) To monitor that all submissions and calls for com

(d) To review whether matters raised in past Anj
attended to, as well as whether recommenda
Over31ght Reports in terms of Section 129

Annual Report contains many posm
over previous years' reports as it co
most areas. But we also note areas

and are ready to support thel
continuing ULM's record of
noted in our Report.

ne of steady progress despite the many
period in overview.

Allin all, the year |
challenges enca

ngratulate the Mayor, Councillor M.S. Toto and

i e, Municipal Public Accounts Committee, Councillor J.P
iee and Coust ilor'” Humphries, as well as the Municipal Manager, Mr A. C.
d his sta for the significant success that is demonstrated by the 2018/19°

COUNCILLOR M.A. SESTILE
CHAIRPERSON: OVERSIGHT COMMITTEE




2. OVERVIEW AND PROCESS
.The Constitution of the Republic of South Africa, 1996 (S152) states that:

“(1}  The objects of local government are —

a) To provide democratic and accountable government for local communities;

b) To ensure the provision of services fo the communities in a sustainable
manner; '

c) To promote social and economic development

d) To promote a safe and healthy environment

e) To encourage the involvement of communities and com umty organisations
in the matters of local government’

mandate It states that “A municipality must stri
administrative capacity, to achieve the objects set out in
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Providing a report on performa
X5 Promoting accountability to th
throughout the year.

L/

Council is vested with th rsee the performance of the
municipality as required (Act 108 of 1996), the Municipal
Finance Management ~' { 003) (MFMA) and Municipal Systems

The Speaker,
submit to Cot

therebys ¢ ty to the local community for the decisions made
3 2nvisaged by Section 152(1)(d) of the Constitution.

should ,
reasonable®rggerdl of the performance. of the municipality and properly accounts for
the actions of the municipality in the financial year reported upon.

k whether the information contained in the Annual Report is a fair and a

“The MFMA now requires the municipality to report on all aspects of performance
providing a true, honest and accurate account of the goals set by council and the
success or otherwise in achieving these goals” (MFMA Circular 11 dated 14 January
2005)

The approval of the Annual Report means that the executive and administration have
discharged in full, their accountability for decisions and actions and that their
performance meets the criteria set by performance objectives and measures and is
also acceptable to the community.



in accordance with the provisions of Section 79 (1) (a) (b) and (c) of the Municipal
Structures Act 1998 (Act 32 of 1998) a municipality may establish one or more
committees necessary for the effective and efficient performance of any of its
functions or the exercise of any of its powers and appoint the members of such
committee from among its members.

Furthermore Section 79(2) of the Municipal Structures Act, 1998 (Act 117 of 1998)
provides the framework and guidelines within which such committees of council shall
operate. During the 2009 conference of the Association of Public Accounts
Committee (APAC) a resolution was taken stating that the conference supports the
establishment of Municipal Public Accounts Committees (MPACs) in each
municipality in the country as part of improving financial rmanagement and
accountability at local level. It can be unequivocally stated that since the

Affairs, having consulted the National Treasury’
municipalities establlsh MPACs. The focus of the

compliance with Section 127 (2
2003. '

2000 (Act 32 of
dated 18 Augus

by the Umsobomvu Local Municipality’s Public
Chairpersonship of Councillor M.A. Sestile.

ic Ageounts Committee is tasked to review all the activities of
% the period 1% July 2018 to 30" June 2019 and provides
ial matters and assist in maintaining oversight within the broader
governancezcont Every effort has been made to ensure that the facts are
correct and apphcable to the mandate of the Municipal Public Accounts Committee.

21 Legal Framework

The Municipal Public Accounts Committee is a Section 79 Committee established
by Council in terms of Section 79 of the Local Government: Municipal Systems Act,
2000 (Act 32 of 2000) as amended. A Municipal Public Accounts Committee was
established by Council per Council Resolution 08/08/2017 dated 18 August 2017
who took responsibility for all MPAC functions.



In accordance with National Treasury’s Circular 32, Committee members received
the following information to guide and inform members of their roles and
responsibilities in carrying out their oversight functions:

(i) The 2018/19 Annual Report;

(i) The Municipal Financial Management Act (MFMA), Pocket Version:
(i) National Treasury's Circular 32, The Oversight Report;

(iv)  National Treasury's Circular 11, Annual Report; Guidelines:

(v)  The 2018/19 Integrated Development Plan (IDP);

(vi)  The 2018/19 Service Delivery and Budget Implementation Plan; and
(viii The 2018/19 ULM Budget document.

Induction training was presented by SALGA for all new Coundillors after election
and another session was conducted by the Municipal Manager o
Laws. A separate training course was presented to the MPAC
Oversight process by the Manager Corporate Services pti

2.2  Accountability Framework for Local Goye

It is important to have a proper understanding of
municipalities in order to correctly compre

municipality. The following table dispia
local government: \

Responsible body Oversight over Accountable to
! individual
Council Mayor Community
Mayor Municipal Manager | Council
O\Qer Mum(:lpal
Manager
Municipal Mang Outputs and Administration Mayor (Council)
implementation
Chief Financial Outputs and Financial Municipal Manager
Officer implementation management :
and Senior and operational
Managers functions

The Oversight Report is the final major step in the annual reporting process of a
municipality. Section 129 of the Municipal Financial Management Act, 2003 (Act 56
of 2003) hereinafter referred to as the MFMA, requires the Council to consider the




annual report of its municipality and to adopt an “Oversight Report” containing the
Council's comments on the annual report. The Oversight Report must include a
statement whether the Council:

(i) Has approved the annual report, with or without reservations;

(i1} Has rejected the annual report.

2.3 Community Participation Process

The Committee scheduled three Public Hearing meetings on the 3 March 2020 in

Norvalspont, 4 March 2019 in Noupoort and 10 March 2019 in esberg. (minutes
of each meeting are attached), to:

() review the results of individual reviews;
(i)  attempt to reach consensus on each of the issues
(i} to review responses to the Committee’s question : ici nager

and his staff and the community’s input _3_

Additionally, the Commitiee solicited other lnput nts on the Annual
Report by inviting all Councillors to attes gs to provide their
comments and ask questions about the’ DOF
were invited per offlclal notice publls 3 media and on the official notice

wby attending public meetings of

Nalpoort Administrative Office

Nog;a ort Library

Narvalspont Administrative Office

Official Website www.umsobomvumun.co.za

Notices informing the public and interested parties that the Draft Annual Report is
available for inspection have been placed in the printed media and on the various
official notice boards.

3. COMPOSITION OF MPAC:

In terms of Council Resolution 08/08/2016 dated 18 August 2018, Council appointed
the following Councillors to serve on the MPAC:




The composition of the Committees is as follows:

Composition of the Municipal Public Accounts Committee (MPAC)

Name

Portfolio

Political Affiliation

Councillor M.A. Sestile

Chairperson

African National Congress

Councillor J.P. Matthee

Member

Democratic Alliance

Coungillor E. Humphries (Mrs)

Member

African National Congress

Oversight Committee Support S_taff
B.J. Kapp Senior Manager: Corporate Sg

The Committee did not co-opt any person to the Committ
consider the Oversight Report.

ith" its work to

The Oversight Committee held meetings

3 March 2020
4 March 2020
10 March 2020

The functions of oversight are to:

(i) Undertake v ydlysis of the Annual Report.
(ii) Bnsider inputs from Councillors and Portfolio

(iii) i fi€ofmments received on the Annual Report from the public
(iv) ¢ Hearing(s) to allow the local community or any organs of
representations on the Annual Report.
(v)  Preparation of the draft Oversight Report, taking into consideration the views
and inputs of the public, representative(s) of the Auditor General, organs of
states, Council's Audit Committee and Councillors.

(vi)  Receive and consider Council's Audit Committee views and comments on
the annual financial statements and the performance report.

5. SUMMARY OF POSITIVE ASPECTS OF THE 2018/19 ANNUAL REPORT

The Committee believes the 2018/19 Annual Report reflects a substantial and
positive improvement in ULM's annual planning, budgeting and reporting
processes. it is a significant improvement over the previous Annual Reports
adopted by Council. The 2018/19 Report complies with all of the MFMA




requirements and with National Treasury’s guidelines for annual reports, as
contained in Circular 11 issued by National Treasury.

The Committee notes, and commends the ULM management team, for preparing a
well-organized, informative and readable document, in the format suggested by
National Treasury. It also needs to be mentioned that the current format has been
replaced with a new standardised format introduced to Council in the 2013/14
financial year and the presentation thereof will gradually improve once all statistical
information has been collected and filled out for all the reporting periods. This
comparative information is useful tool in assessing improvement, stagnation or
deterioration. '

6. CONTENT OF THE 2018/19 ANNUAL REPORT

The document’s organization is an excellent example of the te gt is
prescribed by National Treasury in Circular 11, includin? extensi
Service Delivery Report as contained in Annexure A of

18/18 Annual
rmation required to
Anﬂual RepOrt

Clearly, a substantial amount of high quality work 1s:
Report. The Committee notes specifically that
be included by the MFMA is included
contains the following items:
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o Public Accountability and Participation
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Risk Management
Anti-Corruption And Fraud
Audit Committee

Performance Audit Committee
Internal Auditing

By-Laws and Policies
Communication

Website

Supply Chain Management
Disclosure of Financial Interest

Overview of Performance Within Organisation
Introduction to Strategic Municipal Performahce for 2

Component A: Basic Services

Water Provision
Waste Water (Sanitation) Provs
Electricity

Waste Management (Thi
Disposal, Street Clean
Housing
Free Basic Servi

7 Refuse Collections, Waste

Cemeteries
Child Care; Aged Care; Social Programmes

Component E: Security and Safety
Public Safety

Component G: Corporate Policy Offices and Other Services
Executive and Council

Financial Services

Human Resource Services
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> Component H: Service Delivery Priorities for 2018/19
o Development of Service Delivery Priorities for 2018/19

CHAPTER 4 — NATIONAL KEY PERFORMANCE INDICATORS — MUNICIPAL
TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT

Introduction to the Municipal Workforce
Employment Equity

Vacancy Rate

Staff Turnover Rate

*, * L7 .
0.0 0.0 0.0 "

>

>
()

Managing Municipal Workforce
Injuries

Sick Leave

HR Policies and Plans

+

*s

*

N7 +
RS

Capacitating Municipal Workforce
Skills Matrix

Skills Development —Training Provided
Skilils development - Budget Allocation
MFMA Competencies

N *,
0.0 0.0

X3

!

*
o

de

o

*
*o

Managing the municipal Workfér
Personnel Expenditure

*
X

-

2
s

"
"

7
o

. . L7
0.0 0'0 ”n

3

o

ding Against Capital Budget
: Source of Finance

* + *
0’0 RS g

nt C: Cash Flow Management and investments
Cash Flow

Gross Outstanding Debtors per Service

< Total Debtors Age Analysis

<> Borrowing And Investments

* »,
0’0 0.0

*
*o

CHAPTER 6 — AUDITOR GENERAL AUDIT FINDING

Component A: Auditor-General Opinion 2015/16
Auditor General Report 2015/16
. Component B: Auditor-General Opinion 2018/19
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Auditor General Report 2018/19
List of Abbreviations

Annexure A: Audited Financial Statements 2018/19
Annexure B: Auditor General's Report 2018/19

Annexure C: Audit Action Plan

Annexure D: Audit Committee’s Report 2018/19

List of Tables
List of Figures
List of Graphs

7. SUMMARY OF REPRESENTATIONS RECEIVED FROM

INDIVIDUALS

The following table reflects the key written representations receiv
the respective bodies/individuals relating to the contents%

Representation
Submitted by

Key Issues Raised

Cor‘?“ ctive |’
Impl%qented

Councillors

None.

Auditor General

Auditor General

ater losses to the amount of
R4 794 159 (2017: R8 994
741). This figure represents
37.36% (2017: 56.21% of water
purchased.

Electricity losses to the amount
of 3 983 360 (2017: R6 299
445). This figure represents
14.68% (2017: 23.71%) of
electricity purchased.
Impairment of trade losses to
the amount of R11 073 432
(2016: R31 096 756)

Investigation to be conducted to
locate and address water and
electricity losses.

Trade losses decreased
substantially but proper provision
should be made for impairment on
trade debtors and depreciation
when the budget is compiled.




Uncertainty of outcome of
litigation

The outcome of the pending
litigation could not be determined
and no provision for any liability
has been made in the AFS.

Performance Report
Objective 5: Ongoing
maintenance of municipal
infrastructure

Insufficient performance
information was presented to
ensure that performance was
‘consistent with the approved
performance planning
documents relating to TL 1%
TL 41; TL 42; TL 43 and TL 44,
Percentages reported

Objective 8: Provid
appeopriate services fo"

faken to
rmance of
7and TL 32 were
[ improve
e relating to non-
zment of the targets.
ient.audit evidence was
| preSented to support the
measures taken to improve
performance against indicators
TL12; TL 14; FL 15 and TL 48

Objective 7: Provide quality and
sustainable municipal
infrastructure within available
resources.

The measures taken to improve
performance of the indictor
listed under TL 57 were
linadequate to address the
corrective measure required to
improve performance relating




to non-achievement of targets.

Audit None.
Committee
Public input at None.

Public Hearings

Other spheres None. N/A -
of Government

8. SUMMARY OF ISSUES AND CONCERNS WITH T
REPORT

18/19 ANNUAL

The List of Issues and Concerns with the 2018/19 A
specific items noted by the Committee. The Committee F




‘Juop

usog sey siebeuepy [ediounipy
a3 0} Apoauip Buipodau
slafeuepy 1o Jey) pue sebeuepy
[ledioiuniy ey} Jo uonenjeas
aouewLiopad Apapenb ey

saAoalqo oibajel)s sy
1suiebe Aypedoiunw ayy
JO douewlopad [[BI9AD
ay} Buielsp Aewwins
|leas| ybiy e a1y} s

"S]0BJJU0D
wuey Buol se Buiuunl Ajjusuna
aJe 10 Jeah [eloueul ay) Buunp

OJuUl palejua alom S,ddd ON

'S4V 84} Ui pasoosik
BWwes pue yssvs
alem Auedoud Jo &t :
‘pongoal alem Buipuny Jouop 0

& 8lqeordde
J ‘poday |enuuy
a1 ur'panleoal bBuipuny
Jouop JO aInsopsIp

usaq alay} seH

i

SUOISNOUOD MEIpP ABW {IDUNOYD
‘SWUSIUEYDSLW |BUISIXS IO SaIjlus
‘Ajedioiunw ay) Aq papiaocid
laylayy IAISS [E JOA0D

wj 2LLILLINS B¢
uonouny
m_m_m>o

RSBy e oq Aew siy]

papircid saoIAI9S
A@¥ uo souewsopsd
ABNIBD BOIAIBS

‘palddns

& plnoys [1ounog “papiacid
| ©q pjnoys sanue |edidiunu Jo
s|lelop 8y} O} JejIWiS UoieLIoU]

sdiysiauped-olgnd
-9]eALd Japun sjoafoid
pue Joejjuod ‘sjuswsaIby

{Spunj} sy} Jo uoyesinn
aAosdwi 0} udel 8q o) pasu
suofoe 1AL ANUNWUILLIOD Bu}
0] saoinAles Buiaoiduwl Ul sA08Ye
uaaq spuny Jo asn ay} seH
isjusweaibe yym asueploooe

ul pasn usag spuny ay}

aneH ¢uodn pasibe Auadoid
a9aq Buipuny sy} Jo} syuswsalbe
swebeuew ay} pue sesodind
ayl eneH ¢ panlasal Ajjediolunw
ay) sey bBuipun} :ouop JeUAA

Hoddns Buipuny
Jouop Aue Jo ash ay|

"seliua Y] yim

sjusWasibe j9Ad] 92IAISS JO WIS)
pue adA} ey ‘papiacid S30IAISS
pue suoiouny ay; ‘Ajijue oyl Jo
asodind sy ‘saijuse Joy s|lelep




"(3q) ABsou3g

Jo Juswyedaq pue (SIN)
10 suue} ul sbopjoeq ainydeo

0] 2JnjN§ Ul papnjoul 8q pjnom
ue|d pajie}ep ai0W e 'ISASMOH
"UOI109g [B2IUYDS] 8yl Ul
Kleoadse ‘paso|osip usaq aney
sue|d jeuden wus | -Buo sy

£ peso|osIp ussq
sug|d |eydeds wusl-buoj
ay} jo Aewiwins e seH

ay] ‘panoisdde Io/pue pasodoid
sue|d pue sbopjoeq sy} ssalppe
0} saibajel)s ‘suoned)duwl

pue |
pINOYS SiY], ‘PapIACIG
punw ey Uissol

Bopioeq sy} ssaippe
_ e sueld |endes
| 943 JO Alewwns v

ylomawiel}

(DIN) el ainjonlisedu|
[edioiunpy oy} Jo swis)

ul sbopjoeq ainjonliseui
Buissalppe 10}

ueld jeudeo Jeah @siy]

‘swe)shAs o|qenns

UO SUOIJEPUSLILIOTSI 9yew pue
SWIISAS [BIoUBUY {|E S1EN|BAS
0} Ajunuoddo ue Aunseal]
[euoneN pioye o} pauodsod
useg sey ey} Ing ‘Ayjedidiuniy
2y} Jo soueLlOMad U}
soueyue 0] WaIsAg |eloueui
moau ay1 jo aseyolnd sy}
Buuiapisuoo s| Aljedioiuniy syl

4]

ZRgsojpsip

s3ljiRioe

31i81o(g "peulelqo uasq sey
ABuouwl 10} snjeA Jaylaym pue
Aledipiunw ey} jo souewsoped
_ ajeyioe) pue poddns
SO0IAI9S || 8y} A[SAljoaYS

MOUj I8PISUOD P|NOYS [19Uno)
"$90IAI9S || JO Ajjjenb ayj pue
s1osfoid || 8Y] JO SSBUBAII0aYD
8y} Bupeodipul pauipnoc 89 pinoys
sopiAloe || jueoliubis Jo sjielsg

suonebiqo Alonjels yum
aoueldwos buynsus 1oy
pue saoinles Jo AeAllep

9y} Ul swissAs asay)

JO SSBUBAI0BYe By} pue
saseyoind swiajsAs pue

ABojouyos) uoirewou |

S1oeIUOD

¢POSOOSIp
U9aq S}OBIJUOD
wus) Buol [je eAH )

‘paljddns A|198.1109 S| uoljeulIou!

e @Insus p|noys |Iounos
‘pepnjoul eq pinoys Ayjedioiunw
8y} 0} Ajjige| jo s|oad] Buipnioul
S)oBJIU0D WLSY-Buol |e Jo s|ieed

S]0BIUCD
wise]-Buo| uo uonewLIo|

's8]qe}

[eonsiels ul Jo Hodsl [enuue sy}
JO 10I1109s ABWIWINS SAIINOSXS
ue Ul punoj a¢ Aew uojjewopul
siyl -Ayredipunw sy}

JO aouewIOLad ||BISAO 8] U0




2o)ILIWOoN

WbisianQ ay; Aq pejdope
useq sey poday ybisiaa sy
Jo uondope sy} 10} ginpayos vy

JHodal

W Bisiano ay; aiedaid 0}
aoe|d ul Ind usaq aney
SWISIUBYIaW JeUAA

wisiueyoal Jayjo
1o sapiwwon Wbisianp

Joday |[enuuy

¢perdope useq podal
9y} jo uoleIBpISUOD
10} ajnpsyds e seH

yerd syl _umwQOUm PUnNog ‘72

. 0¢0¢
Alenuep gz uo jI2unog o) pajge)
sem Jodoy [enuuy yelq aul ‘|

Zsluawalinbal
anjejsiba| Jad se
‘Aenuepr ¢ Aq pajge
Hodey [enuuy oy} SERA

suodal Jo Hujwi.

06y lenuuy sy} ul papnoul Adljod pue

poaso[osIp Usaq o of palinbal ale s1apjew uley) | suonpe|nboy Juswabeue)y

ew uleyn Aiddng sy Alddng uo sainsoosIp uienan uleysn Aiddng
e 25

"“Ajlunwiwion

SU} JO Spaau pue jiounod

1o suonoalip Aofjod oibsiens sy
yum Juslsisuoo ale pue sbopioeq
ay) ssalppe Alejeudoidde

sue|d ay) Jayjsum JapIsuod
pinoys |puno? ‘syabpng Buiwioo
9 ul payBiybiy 29 |im osje
pue Hodsal |enuue ayj Ul spodal
souewIopad ay) 0] acuaig)al
$S0J9 pnoys alay Alewwns




pancidde
puE [IPUNoH 0} paiwqns
Hodey @ouewlopsd

¢uodal

jeriuue ayj ul UOREN|BAS JO
siseq oy} jo Buinodsi-uou Joy
uaAlb usa(g aAey SUOSESI JBUM
‘Jou ) suodal |enuue sy}
psuodal ssuewiopad ay) i

sjlouooal pue ubije co_“ms_m? |

aouewopad

‘panosdde
Azuanbasqns pue [1ouno)
0] PONILLIGNS SEM UONEN[BAT ‘g

"9BJIIULLIOD UoljeNn|eAs
aouewiopad 8yl Ag pa1onpuod
usaq sey uonen|eas Jadoid ¢

al} 0} 102lgns s sesnuo

souewiiopad Jo Juswied sy |7

é1ounos
Aq uodal [enuue
3 JO UOIBIBPISUOD
Jsjje pue sindino
umm_mm JO SjuswanaIyoe

uo paseq pred
usdq SISNUOG aAeH |

[ pepn[ou
oUnNo Jo SaSNUOY

m:o_m:_ocoo ‘uodai jenuue
pul pauodal eouewopad
_.Mw 0IUNW 8} YIIM pajiounoal
8q p|noys seshuoq Jo JuswAied
1o} pajen|eaa sI aouewlouad
Yolym uodn siseq sy,

‘uodal jenuue ay} yum Buoje
PaJopISU02 3¢ PINOYS Uoljen|eAd
yons A|gelasald 1ounoo
fedoiunw ayj Aq uonen|eas yons
Jo |eaoudde pue sosuewloped

Jo uonenjeas ue Jaye Ajuo

pue Jesaf [eloueUl BY} JO pUd

ay} Jeye obeuew [edoiunw syl
0} 39|qejunoooe Ajjoalip Jebeuewl
e jo Jabeuew [edoiunw e

0} papieme aq Aew souewlouad
uo paseq sesnuog ‘pspuswe

Se YSIN /G Uoies o} Jajoy

s|elolyo
jedioiunw 0} sasnuoq
doueuLIouad Jo JuswAed

¢psydope ussq
Buijge; pue uone|dwoo
S)i Jo} gnpayos e seH ‘g




JUBLUSSASSY aouBWLIONad
ay} Jo awodno pue [eaosdde Juodal [enuue auj ul
JIOUNCD YUM 9ouepIodde | papodal souewlopad JO SWLIS}

Ul suop asam sjuswhed ‘g | ul paunsnl sjuswAied ay) oy "G




9. RESERVATIONS AND COMMENTS
9.1 Format of Annual Report

A substantial amount of high quality work is reflected in the 2018/19 Annual Report
and it is noted by the Committee. The Commitiee notes specifically that all of the
information required fo be included by the MFMA, is included. The Committee is
further satisfied with the overall format of the Annual Report and the required
Annexures thereto.

9.2 Emphasis of Matters Raise by the Auditor General on the Annual
Financial Statements as well as the Annual Report

9.2.1 Material losses

Performance Report

consistent with the approved performance

relatlng to TL11; TL 41;
TL 42; TL 43 and TL 44. Percentages repgftied:i

Correctlve measures taken to
inadequate to improve perfor

"uport the measures taken to improve
TL15and TL 46

Material impairments of R135608 084 (2018: R129 415 609) was incurred as a
result of poor outstanding debt collections.

9.2.1.2 Material Losses

Electricity Losses

Electricity losses to the amount of R7 237 122 (2018: R3 983 428) was disclosed in
the AFS in the 2018/18 financial year. This figure represents 30.48% (2018:
14.68%) of electricity purchased.




Water Losses.

Water losses to the amount of R2 242 055 (2018: R4 794 150 was disclosed in the
AFS in the 2018/19 financial year. This figure represents 53.19% (2018: 14.68% of
water purchased. This figure represents an increase of 38.51% in losses.

The excessive year on year losses incurred on water and electricity is an extreme
concern to the Committee. It is noted that the losses increased during the period in
overview. The losses are not within the norm for electricity and water losses and
urgent attention should be given to this matter as these losses represent huge
financial losses to the municipality. The year on year losses has the influence that
tariffs increase on year to year basis with approximately the CPI index. Electricity
losses are approximately ten times the CPI index whilst that,of water represents a
ration of eight times the CPI index. This situation has the |mpact the
line and the municipality has to fund these losses from other s
which are generally rates and taxes, electricity, water, refi

The norm for electrical network losses amounts tg” 10 -159
losses amounts to 15% and officials should strﬁ%t i

Committee’s view that the KPI's set in {h
linked to the real situation. In the Top
a KPl whereas water losses are not s

s

Management’s Response

Distribution losses in water and electricity have both financial and non-financial
causes. The non-financial losses in the network are due to ageing of infrastructure.
The reduction in these losses can only be managed as soon as the networks are
upgraded. Bids for the procurement of service providers have been advertised to
submit a report to Council to establish the causes of the excessive water and
electricity losses.

Impairment of Trade debtors increased due to a change in measurement of the
impairment of bad debts and due to the recommendation from the AG to ensure that
the provision is more in-line with GRAP.

Recontmendation’

That (i) a detailed report be submitted to Council on the reasons for the
substantial losses and measures to be implemented to bring losses
down to the accepted norms;

(i) water losses be included in the SDBIP as a Top Level KPI.

9.2.2 Restatement of Corresponding Figures

The corresponding figure for 30 June 2018 had to be restated as a result of errors in
the AFS for the year ending 30 June 2019.



Management’s Response
No comment, as this matter was corrected during the audit.
Recommendation

That (i) it be noted that the fault has been corrected and that the Committee is
satisfied with the explanation.

9.3 Predetermined Objectives
The Committee is concerned that the Auditor General raised congerns with regard to

predetermine objectives contained in the performance report. £ biectives 5, 6 and 7
were identified by the Auditor General as areas of concern.

9.3.1 Objective 5: Ongoing maintenance of municip i
The reported achievement in the Performance report doe r 1d with the
supporting evidence relating to TL 25; TL 26; T. il 28. ercentages

presented to the AG.

Indicator Audited
Number Value
25 17%
26 436%
, _.}.,’
27 dget spent by June - 60% 95%
7 aste Water
28 aintenance budget 60% 74%
ent by June 2019

Mana

Management agrees with the finding and explained to the AG that with the
implementation of the new financial system it was only after the AFS was signed off
that the correct figures were available. Although the figures submitted for auditing
were incorrect, it did not have a negative impact on performance evaluation.

Recommendation
That (i) it be noted that only one indicator was reported higher that the audited

figure whist the reported achievement for the rest of the indicators
were higher than the audited figures;



(i) it be noted that the reporting and or lack of correct reporting was
corrected and that the incorrect figures did not have the effect that
alterations had to be effected to the evaluation scores;

9.3.2 Objective 6: Provide appropriate services to all households.
The AG was unable to obtain sufficient audit evidence for the reported
achievement of the indicators for TL 32; TL 35; TL 36; TL 37 and TL 38.

Insufficient audit evidence was presented to support the measures taken to improve
performance against indicators TL 12; TL 14; TL 15 and TL 46 which had the effect
that it could not be determined whether adjustments were required to the
achievements in the Performance report.

Igg'riﬂgrr Indicator Description
32 Spend 100% of the library grant by
June 2019 -
Provide free basic electricity to
35 indigent households as at June
2019
Provide free basic w
36 households as at’Jung.: 1983
Provide free E&S?@%@%anit
37 indigent hougeholds ag a 1600 1893
Provide ff
38 indigei 1600 1959

TL 32 Spending on the Library grant could not be 100% due to a vacancfy that
existed for a portion of the financial year. The unspent funds allocated to Staff
Remuneration may not be shifted to other votes to spend unspent funds.

TL 35 The audited figure is in excess of the audited figure. Although accurate figures
must be supplied for auditing, the impact of the finding is very low.

TL 36 The audited figure is in excess of the audited figure. Although accurate figures
must be supplied for auditing, the impact of the finding is very low.

TL 37 The audited figure is in excess of the audited figure. Although accurate figures
must be supplied for auditing, the impact of the finding is very low. '

TL 38 The audited figure is in excess of the audited figure. Although accurate figures
must be supplied for auditing, the impact of the finding is very low.

Recommendation



That (i) the corrective measures forwarded by management be noted.

9.3.3 Objective 7: Provide quality and sustainable municipal infrastructure
within available resources.

The reported achievement in the Performance report does not correspond with the
supporting evidence relating to TL 29; TL 41; TL 46; TL 52 and TL 53. The
numbers reported in the performance report were inconsistent with supporting
evidence presented to the AG.

lﬂgﬁzt:: Indicator Description R%F;?Et A\‘/}glﬁeed
Conduct a study to determine the
viability to supply electricity to
29 commercial farmers and submit a .

report the Councii by 230 June
2020

Number of formal residential .
properties connected to the
41 municipal electrical infrastructure

June 20
Limit unaccounted, for : o o
46 than 40% asg- %&June 27% 80%
90% spend of b
52 for the Noup 100% ' 57%
June 2019
28% 95%

TL29 Manage ent agrees with the finding of the AG as the report was completed
but not submitted to Council.

TL 41 Management agrees with the finding of the AG and the matter was resolved
during the audit.

TL 46 Management does not agree with the finding of the AG and the matter was
resolved during the audit as proof was provided to support the original figures.

TL 52 Management agrees with the finding of the AG.
TL 53 Management agrees with the finding of the AG.

Recommendation



That (i) Proper control measures be implemented o ensure that correct
information is supplied fo the AG for auditing.

9.4  Other Matters
9.4.1 Achievement of Planned Targets

The Committee is concerned that the information provided to the AG relating to the
information on the achievement of targets was not reliable and contributed to the
qualified audit opinion expressed by the AG.

Management’s Response

Management agree with the finding of the AG. The most imp issue responsible

The financia stateme t prepared in all material respects in accordance
with thesregu : n 122(1) of the MFMA. Material misstatements of
ass t assets, revenue and expenditure identified by the
wefpe corrected and supporting documents were provided, but
icorrected material misstatements and supporting documents that could not be
Management’s Response

Management agrees with the finding of the AG and AFS was adjusted.
Recommendation

That (i) the corrective measures be noted.

9.5.2 Expenditure Management



(i) Monies owed by the municipality were not always paid within 30 days as
provided for in Section 65(2)(e) of the MFMA.

(i) Reasonable steps were not taken to prevent irregular expenditure amounting
to R7 964 308 as require by Section 62(1)(d) and 95(d) of the MFMA. The
stated value is not complete as management is still in the process of
quantifying the full extent of irregular expenditure. The majority of irregular
expenditure was caused by the non-compliance with SCM requirements.

Management’s Response
The reason for the irregular expenditure cited by the AG is th

SCM procedures whereby the required number of quotation
no deviations were approved for the non-compliance.

- non-adherence to
not obtained and

Recommendation

That (i) management to put measures in p%e to ensiyre ¢
Management; X

(if) management put measures jii & ent i ular expenditure.
9.5.3 Revenue Management

’

An effective system of internals Bntrol for #d debtors was not in place as

That (i

of Section 64(2)(f) of the MFMA be brought under the
attenfion of employees.

An effective system of Asset management was not in place as required by Section
63(2(c) of the MFMA.

Management’s Response

Management agrees with the finding and the exception was rectified.

Recommendation



That (i) Management must ensure that the asset register is updated and that
obsolete assets be written off and disposed of.

9.5.4 Strategic Planning and Performance Management

A mid-Year performance assessment was not performed as required by Section
72(1)(a)(ii) of the MFMA.

Management’s Response

A mid-Year performance assessment was performed as required by Section
72(1)(a)(ii) of the MFMA. The evaluation was conducted on 19 February 2019.

Recommendation
That (i) None.
9.5.5 Procurement and Contract managements

e of | ss than R200 00 were

Some of the goods and services with a transaction
] co ventlon of the SCM

procured without obtaining the required P i
Regulations 17(a) and (c).

Awards were made to providers swhos
service of the state in contrav ‘?f%%wit se
of the SCM Regulations.

ctorsy/ Bnncrp[e shareholders in the
112{)) of the MFMA Regulation 44

ree quotations cannot be obtained in all
e recorded to deviate from the approved process
wo instances occurred where goods were procure
otors in the service of the state, i.e. Afrox and Klein
was addressed in previous year's findings and no
inicable solution to the problem.

10. Internal Control Deficiencies

The AG identified the lack of adequate oversight responsibility. regarding financial
and performance reporting and compliance and related internal controls.

The AFS and the Annual Performance Report had material misstatements resulting
from the audit which can be attributed to the weakness in the design and
implementation of internal controls and lack of review processes.



Non-compliance with laws and regulations could have prevented had compliance
been properly reviewed and monitored.

Management’s Response
The finding of the AG is noted.
Recommendation

That (i) management must ensure that internal controls are to be applied more
vigorously.

11. Conclusion

major achievement of an unquahfled audit report tlfat was re

-
General, improvement is still needed in critical ar“és such 2
the Auditor General under the heading “Empha3|s of ?
the view that the Management Team sh
Annual Report and Annual Financial S

National Treasury guidelines, and ';'*

Oversight report to e
insight in all the issuet 19
be instituted by the Acc:ou #8eeing that the Audit Action plan was part
of the submiss T Of al report the Committee will not elaborate on the

The Commmifiee w 0" express a word of thanks to the Mayor of the
UmsoBomvu Gg uncillors, the entire management team of Umsobomvu
municipality, the"Auditof General, Audit Committee and the Internal Audit Section
for their support & "’” ‘co-operation in completing the annual report oversight
process, the Committee strongly believes that ULM and its citizens will realize
substantialia angible benefits if a similar process is consistently followed in the

following year The Committee is grateful for the opportunity to be of service to
municipality and its citizens.

12.  Recommended resolution to be adopted by Council, in accordance
with MFMA Section 129 (1):

Having performed the following tasks:

. Reviewed and analysed the Draft 2018/19 Annual Report:;
. Considered comments and representations received;



. Received and considered Council’'s Audit Committee’s views and comments
on the annual financial statements and the performance report; and

. Prepared the draft 2018/19 Oversight Report, taking into consideration the
views and inputs from the public, representatives of the Auditor-General,

organs of state, Council's Audit Committee, Councillors and the Accounting
Officer

The MPAC has pleasure in presenting the Oversight Report to Council to consider
the following resolution:

(1) Council having fully considered the 2018/19 Annual Report of the
Umsobomvu Local Municipality for the 2018/19 finangigb.year, adopts the
Oversight Report for the 2018/19 financial year;

(ii) approves the 2018/19 Annual Report without reserati

al R =Checklist be
e 2
Manager and Managers

(i)  the rectification of deviations listed in %

(iv)  the oversight process be conti : g:basis by means of the
Municipal Public Accounts Co C), and that the MPAC perform
a quarterly review of prong% ss towards meeting ULM’'s IDP and budget
commitments, preparation “of Ilowifﬁ% years annual report,
implementation of commitments, esponse to the prior year’s annual
report issues, and any gther issue irected by the Council,

(v)  the Oversight Re e public as provided for in terms of Section
129(3) of the ici [ anagement Act, 2003 (Act 56 of 2003);

(vi) HE final 2018/19 Annual Report be submitted to

accordance with Section 132(2) of the Municipal
, 2003 (Act 56 of 2003);

(v)

(vi) the “Recommended Corrective Actions” contained in the Checklist and
Reservations And Comments be adopted and same be included in the Audit
Action Plan.

Councillor M.A. Sestile (Chairperson
Councillor  J.P Matthee
Councillor  E. Humphries (Mrs)

23 March 2020



ANNEXURE A

PUBLIC HEARING OF THE 2018/19 ANNUAL REPORT HELD IN
NORVALSPONT ON 3 MARCH 2020

1. OPENING AND WELCOME

The Chairperson Clr. M.A. Sestile opens the meeting with a prayer. The
Chairperson extends a word appreciation to community members for
responding positively to the requests of the meeting and declares meeting
open.

2, ATTENDANCE REGISTER

2.1 Councillors present.
As per the Atiendance Register

2.2 Applications for Leave of Absence
None.

3. 2018/19 ANNUAL REPORT

The Chairperson, Cir. MA
importance of the Public

fesponsibilities as required by the
and also hlghhghts the Legal

The Chairperson highl
MFMA and Natignal

external service p oY
taken to imp "

inual Report in accordance with chapter 46 of the
e Annual report promotes accountability of the local

The community members accepted the Oversight Report. On proposal of S.
Ngalimani seconded by Y. Africa, the report is approved.

The Chairperson requested the member of the community to close the
meeting with a prayer and the meeting adjourned at approximately 18.15.

Pl

«=="“COUNCILLOR M.A.SESTILE
CHAIRPERSON MPAC




ANNEXURE B

PUBLIC HEARING OF THE 2018/19 ANNUAL REPORT HELD IN NOUPQORT ON
4 MARCH 2020

4. OPENING AND WELCOME

The Chairperson CIr. M.A. Sestile opens the meeting with a prayer. The
Chairperson extends a word appreciation to community members for
responding positively to the requests of the meeting and declares meeting
open.

5. ATTENDANCE REGISTER

2.1 Councillors present.
As per the Attendance Register

2.2  Applications for Leave of Absence. Y
None. g

6. 2018/19 ANNUAL REPORT

The Chairperson, Clr. M.A. Sesl
importance of the Public %ﬁg@g A

The Chairperson highii
MFMA and National

responsibilities as required by the
and also hlghhghts the Legal

external service provi
taken to imp

Annual Report in accordance with chapter 46 of the
he Annual report promotes accountability of the local

tional issues were raised by the community and a list of these
een availed to all managers for their attention.

The community members accepted the Oversight Report. On proposal of S.
Clifant seconded by D. Booi, the report is approved.

The Chairperson requested the member of the community to close the
meeting with a prayer and the meeting adjourned at approximately 18.15.

COUNCILLOR M.A.SESTILE
CHAIRPERSON MPAC




ANNEXURE.C

THE MEETING WITH THE PUBLIC ON THE 2018/19 ANNUAL REPORT
SCHEDULED FOR 10 MARCH 2020 WAS CALLED OFF DUE TO ADVERSE
WHEATHER AND THE MATTERS REFERRED TO A COUNCIL MEETS THE

PEOPLE MEETING.




ANNEXURE D

UMSOBOMVU MUNICIPALITY: PUBLIC NOTICE

DRAFT 2018/19 ANNUAL REPORT

Members of the public are herewith notified in terms of Chapter 4 of the Local Government:
Municipal Systems Act, 2000 (Act 32 of 2000) that the municipality has scheduled Public
Hearings on the Draft 2018/19 Annual Report that was made public per notice 5/2020 dated
14 February 2020. These Hearings have the purpose to afford the public an opportunity to
present submissions and inputs on the Draft Annual Report. :

The Hearings are scheduled as follows:

Noupoort:

Colesberg: Comimunity Hall at 16:00

Notice Nr. 9/2020




UMSOBOMVU MUNISIPALITEIT: PUBLIEKE KENNISGEWING

KONSEP 2018/19 JAARVERSLAG

Lede van die publiek word hiermee in terme van Hoofstuk 4 van die Plaaslike
Regering: Munisipale Sisteme Wet, 2000 (Wet 32 van 2000) in kennis gestel dat die
munisipaliteit Publicke Verhore gereél het ten opsigte van die Konsep 2018/19
Jaarverslag wat geadverteer is per kennisgewing 5/2020, gedateer 14 Februarie
2020.

Die Verhore het ten doel om die gemeenskap ‘n geleentheid te bied
te doen op die Konsep Jaarveslag.

Die datums vir die verhore is as volg geskeduleer:

Norvalspont: 4 Maart 2020,
Noupoort: 5 Maart 2020, Kwazam

Colesberyg: 10 aart 20, Lw ;

A.C. MPELA
MUNISIPALE BESTUURDER

Datum: 17 Februarie 2020 Kennisgewing
No.9/2020




ANNEXURE E

INVITATION TO SUBMIT COMMENTS ON THE 2018/19 DRAFT ANNUAL
REPORT

Notice is hereby given to the general public, interest groups and role-players in terms
of Section 21A of the Local Government: Municipal Systems Act, 2000 Act 32 of
200) and Section 127 of the Local Government: Municipal Finance Management Act,
2003 (Act 56 of 2003) that the municipality has prepared a Draft Annual Report for
the financial year 2018/19 and that same has been tabled atfa Council meeting
dated 30 January 2020. The Draft Annual Report lies oper fah.inspection, at the
various municipal offices and public Libraries for public input. The feport con31sts of:

(i) the 2018/19 Draft Annual Report; (i) the audited Anfiy '

¥ , :

of the Audit Committee. The public and mterst ps . requés
written comments on the Draft Annual R ‘
13 March 2020 at close of business: ig t read or write are
requested to visit the offices where th ' ke submissions.

Munisipale Sisteme,

Munisipale Fina 3E@et 56 van 2003) dat die munisipaliteit ‘n

Konsep Jaarvers Vit di 8/19 finansiéle jaar opgestel het en voorgelé het aan
die Raad op onsep Jaarverslag 1€ ter insae vir die publiek en
be!angegroee bpisiale kantore en openbare biblioteke. Die verslag
besta Kons Jaarverslag (if) die geouditeerde Finansiéle State vir
die ty%perk 1 Jut o130 Junie 2019; (iii) die verslag van die Ouditeur-Generaal
rakendk manS|eIe State; (iv) ‘n Ouditremidieéringsplan; en (v) die

‘ Juditkomitee vir 2018/19. Die publiek en belangegroepe word
uitgenoo mlike kommentaar in te dien na die Munisipale Bestuurder rakende
die verslag voor of op 13 Maart 2019 teen sluit van besigheid. Persone wie nie kan
lees of skryf nie word versoek om die kantore te besoek waar hulle bygestaan sal
word om voorleggings te maak.

A.C. MPELA

MUNISIPALE BESTUURDER

Notice No. Kennisgewing Nr 5/2020

Date/ Datum: 14 February / Februarie 2020




