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1. FOREWORD BY CHAIRPERSON

The report is provided in terms of council resolution and MPAC terms of reference. The Draft
2017 /18 Annual Report of Uthukela District Municipality was tabled in Council on 31 January
2019. The Report was referred to the Municipal Public Accounts Committee for review and the
drafting of this Oversight Report. This Committee also fulfils the oversight role of Council. The
mandate of the Municipal Public Accounts Committee is to analyse the institution’s Annual Report
and to develop appropriate recommendations to Council.

The 2017 /18 Annual Report was publicised, to invite comments from public. The Annual Report
was also submitted to local municipalities within a district. In addition, copies of the Draft
2017 /18 Annual Report were made available for inspection at all local municipalities’ libraries
and customer care centres and also on the municipal website.

This Report constitutes the sixth Oversight Report of the Uthukela District Municipality.
Improvements in certain performance areas were noted, as were unsatisfactory performance in
others. The Committee also wishes to record its concern at the number of items from last year
that appeared on its agendas throughout the year under review, without the relevant issues
having been resolved.

The areas of concern raised by the Auditor-General and the Committee itself are reflected in
this report.

v Legal Framework

The annual oversight is compiled in terms of Section 129(1) of the Municipal Finance
Management Act, No. 56 of 2003 which read as follows: “The council of a municipality must
consider the annual report of the municipality and of any municipal entity under the
municipality's sole or shared control and by no later than two months from the date on which the
annual report was tabled in the council in terms of section 127, adopt an oversight report
containing the council's comments on the annual report, which must include statement whether the
council-

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

b) (b) has reject the annual report; or

c) (c) has referred the annual report back for revision of those components that can be
revised.”

The Municipal Finance Management Act (MFMA), Circular No 32, stipulate clearly the way the
overall financial activities of the council should be handled and more emphasis is on the

functionality of the oversight commitiee. Also the report ensures the executive and the
administration account on the work of a municipality.

v' Stakeholders

The annual report was posted on the municipality’s website and public places though there is no
indication as to whether inputs/submission was received from the community.

The two (2) MPAC meetings to discuss Annual Report were as follows:

¢ 22 February 2019
e 18 March 2019



v" Closing Remarks

The oversight committee is there to ensure that the municipality runs its affairs in a manner that
will promote effective use of Municipal resources. These will strengthen our hard fought and
earned democracy. This is a just cause that all of us have to rally behind to strengthen oversight
and promote good governance.

Level of non-compliance by departments remains a thorny issue. The pursuit of value for money
is imperative, if government is to improve service delivery standards. As the commitiee we
believe that to fully discharge our council obligation and to oversee the executive function, more
work needs to be done. Our work was modelled on National and Provincial oversight systems.

The support received from the Office of the Specker and the committee section in the
municipality towards ensuring that the process is on track is appreciated. The committee also
thanks the assistance of the Auditor-General’s Office, Cogta, Treasury and Audit & Performance
Committee in presenting a brief analysis on the Annual Report for 2017 /18 financial year.

Finally, | would like to commend my fellow Municipal Public Accounts Committee members for
their hard work and commitment, given that some the MPAC meetings were quite robust. | would
also like to thank officials for their support in the oversight process. A special word of thanks
must go to the Office of the Auditor-General and the Audit Committee for their valuable input
in the Annual Report and oversight processes.

Towards enhanced service delivery and financial accountability.

207 -
Litn S
CLLR SZ KHUMALO
MPAC CHAIRPERSON




2. TERMS OF REFERENCE: OVERSIGHT COMMITTEE

All political parties are represenied on the Oversight Committee.

The seven (7) non-executive members Councillors were elected to serve on the Municipal
Oversight Committee to develop a program to address the queries raised in the Auditor-
General’s Report.

On 31 January 2019, Council referred the 2017/18 Annual Report to the Municipal Public
Accounts Committee (MPAC), which performs the function of an Oversight Committee. The MPAC
consists of members from the ANC, DA, EFF and IFP. The Committee is made up as follows:

Cllr SZ Khumalo {Chairperson: ANC)
Clir TB Njaopha (ANC)

Cllr TP Dlamini (IFP)

Clir XF Mhlongo (IFP)

Cllr SE Mbongwa (ANC)

Clir MR Suddaby (DA)

Clir Z Msobomvu (EFF)

The elected Municipal Oversight Committee will submit a report addressing the queries raised
by the Auditor General to Council for deliberations.

The Committee table the Oversight Report to Council as per the following programme:

Structure Date Activity

Office of the Accounting | 21 January 2019 Inviting public to attend the tabling of Annual Report

Officer

Council 31 January 2019 Tabling of the Annual Report

Council 31 January 2019 Appointment of the Oversight Committee

Office of the Accounting | 11 February 2019 Invite public to make comments on the report

Officer

Oversight Committee 22 February 2019 | Inauguration meeting to formulate a draft Oversight Report
Oversight Committee 18 March 2019 Second Oversight Meeting to consider a Draft Oversight Report
Oversight Committee 29 March 2019 Oversight Report tabled to Council

The functions of the Oversight Committee are to:

Undertake a review and analysis of the Annual Report going forward.

Invite, receive and consider inputs from Councillors and Portfolioc Committees, on the
Annual Report.

Conduct Public Hearing(s) to allow the local municipalities or any organs of state to make
representations on the Annual Report

Receive and consider Councils’ Audit Committee views ond comments on the annual
financial statements and the performance report.

Prepare the Oversight Report taking into consideration, the views and inputs of the
public, representative(s) of the Auditor General, Organs of State, Councils’ audit
committee and Councillors.




The Oversight report is the final major step in the annual reporting process of a municipality.
Section 129 of the MFMA requires the council to consider the annual reports of its Municipality
and Municipal entities and to adopt an oversight report containing the council’s comments on
annual report, which must include a statement whether the council-

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

b) (b) has rejected the annual report; or

c) (c) has referred the annual report back for revision of those components that can be
revised.

The Oversight Committee may use the attached checklist to organize its Report and to manage
request for additional information. The questions suggested may be used by all councillors to
gain clarification on contents of reports and also to verify compliance with the MFMA and MSA.
Responses to these questions should be provided by the Accounting Officer of the Municipality.

The Committee based its work on the following documents:

e 2017/18 Annual Report

e 2017/18 Annual Performance Report, incorporated in the Annual Report
s MFMA

s NT’s Circular 32 — The Oversight Report

¢ NT's Circular 11 — The Annual Report

The Committee values community participation in the oversight process. In this regard, the
following initiatives were made:

e An invitation fo the public to submit comments on the Annual Report was issued.
3. RECOMMENDATIONS BY THE OVERSIGHT COMMITTEE

The conclusions and recommendations of the Oversight Committee are presented in two sections,
as reflected below:

e Compliance issues — This section contains the Committee’s comments on whether the
2017/18 Annual Report included the items required by the MFMA and followed the
guidance provided by National Treasury’s Circular 32,

e Other Annual Report issues — This section contains the Committee’s substantive
comments on the Annual Report and other issues raised by the Committee.

4. COMPLIANCE ISSUES

The Annual Report complied with the requirements of the Municipal Systems Act and the
Municipal Finance Management Act (MFMA) as well as National Treasury guidance on the
content of annual reports.

MFMA requirements included in the tabled Annual Report

e Headings and content recommended in Circular 11.
¢ Annual Financial Statements.
e Auditor-General’s Audit Report.



5.

5.1.

¢ Performance report — Performance statistics and narratives are included, as
required.

® Report of the Audit Committee.

e Conditional grants and assessment of compliance.

e Allocations to other organisations.

e Total payments for audit fees, taxes, levies, pension and medical aid
contributions, and if any amounts are outstanding at year-end.

e Each bank account (name, type, balances).

e  Summary of all investments.

e Information on backlogs.

* Material irregular, fruitless or wasteful expenditure and whether recoverable.

¢ Salaries, allowances and benefits for each political office-bearer and top
management official.

® Arrears owed by each UTDM Councillor.

e Comparadtive performance information — Actual performance compared to the
2017/18 performance objectives, as well as performance information from the
previous year.

e Analysis of arrears.

¢ Avuditor-General’s Report on Performance Management System.

MATTERS OF CONCERN NOTED BY THE MUNICIPAL OVERSIGHT COMMITTEE

Audit Report by Auditor-General

The Municipal Public Accounts Committee records its concern at the repetition of the same matters
of emphasis being raised repeatedly by the Auditor-General in Audit Reports over successive
financial years, and also its concern at the failure by the Municipality to rectify such matters,
inter alia, by implementing existing measures and action plans. These matters include:

e Irregular and fruitless and wasteful expenditure incurred

e  Material adjustments on annual performance report and annual financial statements
e  Water losses

e Revenue Management

5.2. Other matters

The Municipal Oversight Committee expressed the following additional concerns:

Lack of sufficient documents to support the reported performance information.

Ageing municipal infrastructure and the lack of sufficient maintenance thereof,
accompanied by ongoing wear and tear, resuliing in frequent service delivery
disruptions.

Audit qualification received by the Municipality from the Audit- General.

Loss of water, due to both technical and non-technical losses, as well as theft of
infrastructure, resulting in huge financial losses.

Lack of sufficient skilled stoff 1o execute projects effectively.

Non-compliance with Supply Chain Management policy and guidelines.



5.3. Areas of amendment to the 2017/18 Annual Report
No amendment made by the MPAC at this moment.
5.4. Recommendations: Auditor-General’s Report

That the Municipal Oversight Commitiee recommends that the Accounting Officer to obtain
guidance from National Treasury on how the Council should address irregular, fruitless and
wasteful expenditure and submit an action plan reflecting remedial action to address Auditor
General’s queries and matters of emphasis raised by the Auditor-General, as well as the matters
of concern expressed by Oversight Committee, as set out in in this Oversight Report to the
Executive Committee, MPAC, Council and other Council structures by 30 April 2019, and report
progress being made on the implementation of the action plan on a quarterly basis.

5.4.1. Irregular, Fruitless and Wasteful Expenditure

The Municipal Oversight Committee recommends that, due to the fact that there are currently
very few or no consequences for officials who incur irregular, fruitless and wasteful expenditure,
and as a measure to curb same, Council adopt the stance that there must be some form of action
taken against officials involved in such cases, unless it can be proved that such expenditure was
incurred because of circumstances beyond the control of the person(s) involved.

5.4.2. Unable to obtain sufficient appropriate audit evidence for the reported
achievement of the target

Detailed document on process and procedures to collate, collect, verify and store of
performance information is now reviewed and circulated to all senior managers. The process of
maintenance of portfolio of evidence will be monitored on quarterly basis.

5.4.3. Material misstatements in the annual performance report submitted for auditing

The APR will be diligently reviewed by the PMS Manager, Internal Audit and Audit Committee
to ensure accuracy and completeness.

5.4.4. Institutional Transformation and Organisational Development

5.4.4.1. Critical Vacancies

e Department of Water, Sanitation and Technical Services

The Municipal Oversight Committee recommends that the appointment of the General Manager:
Water, Sanitation and Technical Services be prioritised and completed by 2019/20 financial
year.

e Succession Planning — Budget and Treasury Office

The Municipal Oversight Committee recommends that, with regard to officials required to
provide information, technical advice and support to the Auditor-General’s office during the
Council’'s Annual Audit Process, the Municipal Manager, in consultation with the Chief Financial
Officer, develop a succession plan to ensure that expertise is transferred in the Budget and
Treasury Office, such plan to take into account the issue of employment equity.



¢ Consequences Management

The Municipal Oversight Committee recommends that unauthorised, irregular as well as fruitless
and wasteful expenditure incurred by the municipality be investigated to determine whether
any person is liable for the expenditure, as required by section 32(2)(a) and (b) of the MFMA.
The process of recovery need to be implemented in line with the section 32 of MFMA.

Basic Service Delivery and Infrastructure Development

5.4.4.2. Maintenance of Infrastructure

e Water and Sanitation

The Municipal Oversight Committee recommends that the Acting General Manager: Water,
Sanitation and Technical Services submit a report to Council by 31 May 2019, addressing the
issue of the institution’s ageing infrastructure relating to water and sanitation.

e Local Economic Development

The Municipal Oversight Committee recommends that the General Manager: Social and
Economic Development submit a report fo Council by 30 June 2019 on more vigorous measures,
with clear timeframes, to increase the number of beneficiaries (women and people with
disabilities} provided with entrepreneurship support in the current financial year (2018/19).

e Cooperatives Support

There is no report on Cooperatives support and development programmes initiated by the
Department: Social and Economic Development. Therefore, Municipal Oversight Committee
recommends that the General Manager: Social and Economic Development set up initiatives
during the 2019/20 financial year to assist SMMEs in their respective areas of service delivery.

5.4.5. Municipal Financial Viability and Management
5.4.5.1. Supply Chdain Management

The Municipal Oversight Committee recommends that the Municipal Manager addresses the
issue of ineffective document management in the municipality including Supply Chain
Management Unit by 31 May 2019.

e Supply Chain Management Policy

The Municipal Oversight Committee recommends that the existing Supply Chain Management
Policy be closely monitored, subject to the Municipal Manager ensuring that these provisions are
not in conflict with the relevant legislation:

¢ That no employees or Councillors who are in the service of the Municipality, nor their
spouses, children, parents or close family members, may enter into a contract to do
business with the Municipality;

e That failure by prospective service providers to disclose in their tender documents, their
relations with employees and/or Councillors in the service of Council, should result in
those individuals or companies being blacklisted.



¢ Devidations
The Municipal Oversight Committee recommends that, the Municipal Manager draw up an Action
Plan by 31 May 2019 of measures that can be put in place to reduce the unacceptable number
of deviations.

5.4.6. Good Governance and Public Participation

No issues raised by the Oversight Committee on Good Governance and Public Participation be
wording and grammar error.
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8. CONCLUSION ON THE ANNUAL REPORT OF THE MUNICIPALITY

The MPAC acknowledges with appreciation the improvement in the quality of annual reporting
made by the management as affirmed by the Audit and Performance Committee.

As indicated in the Checklist for Annual Report as issued by Cogta and included in this report,
the MPAC is also pleased to note that all components of the Annual Report are included as is

required in terms of section 121(3) of the MFMA as follows :-

The annual financial statements of the municipality,

The Auditor General report

Report of the Audit Committee

The annual performance report of the municipality prepared by the municipality in terms

of section 46 of the Municipal System Act;

® The Auditor General’s audit report in terms of section 45 (b) of the Municipal Systems
Act.

® An assessment by the municipality ‘s accounting officer of any arrears on municipal taxes
and service charges;

e Particulars of any corrective action taken or to be taken in response to the issues raised
in the audit reports

® Any explanation that maybe necessary to clarify issues that are in connection with the

financial statements;

It is concerning however, that whilst the municipality is progressing fairly well in other areas, the
Municipality is lacking in ensuring monitoring of Service Delivery Project to its completion.

The findings of the Auditor-General and management response thereto, are noted. It is
therefore, imperative that the Audit Response Action Plan is monitored by all relevant
governance structures including the MPAC on a regular basis.

The Committee also acknowledges the role played by the Internal Audit and the Audit
Committee in so far as its advisory role is concerned.

9. CONCLUSION

The Committee thanks the Speaker of the Uthukela District Municipality, Councillors, the Mayor,
Municipal Manager, the management team, the Auditor General, the Audit Committee and
Internal Audit, for their support and cooperation in completing this annual report oversight
process.

The Committee strongly believes that Uthukela District Municipality and its citizens will realize
substantial and tangible benefits if a similar process is consistently followed in the following
yeadrs. The Committee is grateful for the opportunity to be of service to Uthukela District
Municipality and its citizens.



