unicipality

(Ga-Segonyana Local M
MPAC

(Municipal Public Accounts Committee)
Oversight report
20222023 Annual Report




1.Municipal Public Accounts Committee

2.8Support staff

3.0versight Report Activity Plan as noted by Council

4. Checklist of the Annual Report as per section 121 (3) of the MFMA, of 56 of 2003
and MFMA Circular 11

5. Legislative Requirements

6.Auditor General’s opinion _
7. 20222023 Annual Report Community Consultations
8. Conclusion .

9. Annexure A: Audit Report

10
14
15
16

A7



Abbreviation

AFS
AG
APAC
CFO
CAPEX
MEC
MFMA
MPAC
MSA
OPEX

Annual Financial Statements

Auditor General

Association of Public Accounts Committees
Chief Financial Officer

Capital Expenditure

Member of Executive Council

Municipal Finance Management Act
Municipal Public Account Committee
Municipal Systems Act

Operating Expenditure



Foreword by the chairperson

The Council of Ga-Segonyana Local Municipality has the responsibility to oversee the performance of the
municipality, as required by the Municipal Finance Management Act (MFMA) and the Municipal Systems Act (MSA).
During its ordinary council sitting in January 2024. Council considered the Draft 2022/2023 Annual Report of the Ga-
Segonyana Local Municipality and referred the report to the Municipal Public Accounts Committee for review and

drafting of this Oversight Report.

The Oversight Report is the final step in the annual reporting process of a municipality.IN terms of Section 129 of the
MFMA Council is required to consider the Annual Report and to adopt an oversight report containing the Council
comments on the Annual report. The Oversight Report is therefore clearly distinguished from the Annual Repoit, it is
a report of the Municipal Council and follows consideration and consultation of the Annual Report by the Council
itself.

The Municipal Public Accounts Committee of the Ga-Segonyana Local Municipality fulfils the oversight role of
Council. The mandate of the MPAC includes an analysis of the municipality’s Annual Report and the development of
appropriate recommendations and correction actions to Council. The mestings of the MPAC on the 2022/2023
Annual Report as detailed in the accompanying report. These meetings were open to the public in order to ensure a
transparent and credible oversight process. Furthermore, the 2022/2023 Annual Report was subjected to public
comments during the month of March 2023. Copies of the Draft Annual Report were made available for inspection at
all municipal libraries, accounting officer's. Written public comments were not received

The Committee, noted improved performance in the audit opinion by the Auditor General on the annual financial
statfements and applaud Council, management and officials of the Ga-Segonyana Local Municipality. The municipality
has received a qualified audit opinion in its 2022/2023 annual financial statements.

Finally, | would like to commend my fellow MPAC members for their hard work and commitment, | would also like to
thank the honorable Speaker, and officials for their support during the oversight process, especially the Municipal
Manager, Chief Financial Officer, Manager Supply Chain Management, Council Secretaries and Internal Audit
officials who provided strategic support and guidance in this process. A word of thanks must also be given fo the
Auditor General and the Audit Committee for their input in the Annual Report and oversight report,

CLLR. T MEREMENTSI

CHAIRPESON MPAC



Preamble

The Municipal Public Accounts Committee (MPAC) was appointed by Council to amongst other things oversee the
content of the 2022/2023 Annual Report. The oversight report is the final major step in the annual reporting process
of the municipality. Section 129 of the MFMA requires the Council to consider the annual report and to adopt an

oversight report containing council comments on the annual report.

The oversight report covers the period 2022/2023 financial year and started off with a broad outline of the objectives
of the Municipal Public Account Committee {MPAC). The Ga-Segonyana Local Municipality MPAC committee set out
to achieve the following objectives; -
v" There is no fraud or corruption in the administration or in council
v" There is legal compliance whenever required
v That we get value for money whenever money is spent
v’ That the budget and IDP is properly aligned
v That there is proper service delivery in all areas of our jurisdiction and always take into consideration the
needs of the people, needs established through public participation.
v That the impact of our report will be of such a nature, that it is useful to council and that in the final analysis,
the committee is able to advice the council correctly.

Msthods used by the committee in preparing the oversight report included the corivening of meetings where the
Annual Report and all supporting documentation were scrutinized.

Accordingly, the oversight report will cover the 2022/2023 Annuaf Report

1.Municipal Public Accounts Committee

The Municipal Public Accounts Committee was established by Council during the Council in terms of section 33 and
79 of the Municipal Structure Act, 117 of 1988 as amended. The following Councilors were appointed as members:

Clir T. Merementsi Chairperson effective from 22 November 2021.
Clir K. Molokwe Member
CIr S. 1. Kok Member
Clr K. P. Moepeng Member
Clir K. Chweu Member
Clir T. Nyathi Member
Clr K. M. Taeng Member
Clir C. D, Mathibe Member
ClIr K. 8. Setihodi Member




ClIr M. Disang Member
Cllr € Mojak Member
2.Support staff

Ms Lerato Ntwagae

3.0versight Report Activity Plan as noted by Council

Presentation of the Annual Mayor January 2024
Report to council

Advertise the availability of the | Accounting Officer February 2024
Annual report for cornments

Submit a copy of the Annual | Accounting Officer August 2023
report to DLG & HS

Submit a copy of the Annual Accounting Officer August 2023
report to the National Treasury

MPAC meeting- discussion of | Members March 2024
the annual report.

MPAC meeting with MPAC members March 2024
Management for administrative | Accounting Officer

leadership to acquaint Senior Managers

themselves with the Annual

report

Submission of comments and | Accounting officer January/February
public participation process MPAC 2024

MPAC meeting with Mayor and | MPAC members March 2024
the Executive committee to Mayor

acquaint themselves with the | Executive committee

Annual Report

MPAC meeting: adoption of MPAC Members March 2024
the Draft Oversight Report

Adoption of the Oversight Council March 2024
Report by Council.

Make Oversight Report public | Accounting Officer March 2024




Submit Oversight Reportto | Accounting Officer

Provincial and National
Treasury

Submit Oversight Report to Accounting Officer April 2024
DLG& TA

4, checklist of the Annual Report as per section 121 (3) of the MFMA, of 56 of 2003 and MFMA Circular 11

AG's report on the financial statements v
Annual Performance report of the municipality prepared by the municipality in terms of v
section 46 of the municipal systems act.

Auditor General's report in terms of section 45 (b) of the Municipal System Act v
An assessment by the accounting officer of any arrears on municipal taxes and services v
Assessment by the municipality’s accounting officer of the municipality's performance against 4
the measurable performance objectives referred to in section 17 (3) (b} for revenue collection

from each revenue soufce and for each vote in the municipality’s approved budget for the

relevant financial year.

Particulars of corrective action taken or to be taken or to be taken in response to issues v
raised in the audit reports referred to in paragraphs (b} and {d)

Any explanation that maybe necessary to clarify issues in connection with the financial N/A
statement

Any information as determined by the municipality N/A
Any recommendations of the municipal’'s audit committee v
Any other information as may be prescribed N/A




5. Legislative Requirements

5.1 Municipal Finance Management Act

Annual financial statement
Section 121(3)
(4): of MEMA,

and that of municipal entity been

included in the annual report?

Are both annual financial

statements been audited

Yes
Are the AFS compliant with
GRAP?
Yes
Is the audit report been included
in the tabled annual report?
Yes
Any explanations that may clarify
issues in connection with the
financial statement?
Yes Management has
Any assessment by the developed an audit action
accounting officer on arrears on plan to address all findings
municipal taxes and service of the Auditor General.
charges.
Debt Collection strategy
Any comment by the audit Yes was developed in order to
committee in relation to the maximize revenue
AFS? collection.
A report was tabled to
Council on all activities
undertaken by the
Committee and internal
audit leading towards AFS.
Stipply Chain Management Has certain disclosures of SCM | Yes All of these have been




Regulations and Palicy

matters been included in the
annual report as required.

included in the audit action

plan by management.

5.2 Division of Revenue Act

SECTION 123 OF MFMA
AND CIRCILAR 11

Has the municipality had any allocation
per DORA delayed or withheld

Is there any disclosure on allocation
made by the municipality to an organ of
state, municipal entity or other

municipality?

Are all compulsory disclosures contained
in the notes to the Annual Financial

Statements?

Has the municipality complied with the
conditions of the grant?

No

No.

Yes

yes

SECTION 124 {1)(2)
Disclosure of counciilors,
Directors and Officials in
the notes to the AFS

Have the salaries, allowances and
benefits paid to councillors and the
Municipal Manager, CFO and senior
been disclosed?

Is there a statement by the Accounting
Officer, stating that salaries, allowance
and benefits paid to councillors are within

the upper limits of the framework

1. Yes

2. Yes




envisage in section 219 of the

constitution?

Have arrears for rates and services owed
by councillors, in which the arrears was
more than 90 days been disclosed
including the name of the councillor?
Have salaries of the board of MODA,
CEO and senior managers been

disclosed?

3. Yes

4. NIA

5.3 Municipal Systems Act Performance Management System




Section 46 of the MUNICIPAL
SYSTEMS ACT
Annual Performance reports of

the Municipality

Has the performance report been
included in the annual report?

Have all the performance target
set in the budget, SDBIP, service
agreements etc. been included in
the report?

Does the performance evaluation
in the annual report compare
actual performance with target

expressed in the budget and

' SDBiP approved for the financial

year?

In terms of key functions or
services, how has each
performed?

To what extend have targets been
met?

Are council and community
satisfied with the performance?
What actions have been taken and

planned fo improve performance?

Did the target set in the budgets,
SDBIP agree with the targets set
in the performance contracts of the
municipal manager and other

senior manager?

Does the report evaluate the

1.Yes

2.Yes.

3.Yes

4.81%

5. Yes

6. Yes

7.Yes

None required

None required

None required -

Implementation of AGs

action plan




y
deliver the performance

outcomes?

Taking info account the audit
report and opinion and the views
of the audit committee, is

performance considerad to be

efficient and effective? 9.Yes
PERFORMANCE OF Has an assessment been included | The None required
MUNICIPALL ENTITIES AND in the Annual Report on the municipality
MUNICIPAL SERVICE performance of the municipal does not have
PROVIDERS entities? an entity.

Has the assessment been
included in the annual report on
the performance of all contracted

service providers?




5.3 Public Participation

Section 127 (2);130 {1)(2)(3) | Was the public invited to the council | No We are in the middle
and section 21A of MSA sitting where the annual report was of a global pandemic

considered? and public gatherings
Council meetings open to are currently not
public and certain public Did the Accounting Officer make Yes allowed.
official public the annual report?

Was the annual report submitted to

the AG; PT and DLG&HS? Yes
WRITTEN COMMENTS Did the municipality receive any No, there were no

written subrmission on the Annual written comments

Report? | submitted by the

community.

6.Auditor General's cpinion

Qualified - Qualified

6.1 Reasons for Qualified Opinion

Please refer to the below Annexure A for the reasons of qualification provided by AG:

7. 2022/2023 Annual Report Community Consultations

There annual report was made public on through the municipal website, municipal libraries and printed copies were
availed also at the accounting officer’s office and no inputs were received community.

However, the Annual Report was made public on the municipal website and libraries. It was also available from the
Municipal Manager's office.



8. Conclusion

v" Council to note that MPAC approved 2022/2023 Annual Report without reservations

v" That water section within the report be updated with actual connections made inclusive with of the tap
installed at Mokala Mosesane bulk water supply project.

v" Council having fully considered the 2022/2023 Annual Report adopt the oversight report in terms of Section
129 of the MFMA.

---------------------------------------

MPAC CHAIRPERSON



Annexure A: Audit Report

Report of the auditor-general to the Northern Cape Provincial Legislature and the council on Ga-
Segonyana Local Municipality

/ Report on the agudit of the financial statements

Qualified opinion

1

| have audited the financial statements of the Ga-Segonyana Local Municipality set out on pages xx

to x, which comprise the statement of financial position as at 30 June 2023, statement of financial

performance, statement of changes in net assets, cash flow statement and statement of comparison
of budget information with actual information for the year then ended, as well as notes to the

financial statements, including a summary of significant accounting policies.

In my cpinion, except for the effects of the matters described in the basis-for qualified opinion section
of this auditor's report, the financial statements present fairly, in all material respects, the financial
position of the Ga-Segonyana Local Municipality as at 30 June 2023, and its financial performance and
cash flows for the year then ended in accordance with the Standards of Generally Recognized
Accounting Practice (Standards of GRAP) and the requirements of the Municipal Finance Management
Act 56 of 2003 (MFMA) and the Division of Revenue Act 5 of 2022 {Dora).

Busis for qualified opinion

General expenses

The municipality did not recognise and classify expenses in accordance with GRAP 1,

Presentation of financial statements as the municipality did not have adequate systems in

place to ensure that expenses are classified correctly. Consequently, Cleaning in note 36 was
materially overstated with a factual amount of R13 687 627 and Qperating lease was overstated

with a factual amount of R15 051 994.

During the 2021-22, the municipality did not recognise and classify expenses in accordance with GRAP
1, Presentation of Financial Statements as the municipality did not have adequate systems in place to
ensure that expenses are recorded in the correct accounting period and are classified correctly.
Conseguently, consulting and professional services in note 35 was understated with R7 442 576 and
sundry expenses included in general expenditure in note 36 was overstated by R7 161 954,

Segment reporting

5.

The municipality did not disclose segment reporting in accordance with the GRAP 18, Segment
reporting. Consequently, | was not able to confirm this disclosure by alternative means.



Cash flow statement

6. The municipality did not correctly prepare and disclose the net cash flow from operating activities, net
cash flow from financing activities and net cash flow from investing activities as required by GRAP 2,
Cash Flow Statements. This was due to multiple errors in determining cash flows from operating
activities, cash flow from financing activities and cash flow from investing activities. | was not able to
determine the full extent of the errors in the net cash flows from operating activities, net cash flow
from financing activities and net cash flow investing activities as it was impracticable to do so.
Consequently, | was unable to determine whether any adjustments to net cash flow from operating
activities as stated at R68 627 884, investing activities (R122 123 131) and net cash flow from financing
activities as stated at (R3 447 814) in the financial statements.

7. During the 2021-22, the municipality did not correctly prepare and disclose the net cash flows from
operating activities and net cash flows from investing activities as required by GRAP 2, Cash Flow
Statements. This was due to multiple errors in determining cash flow operating activities and cash
flow from investing activities, | was not able to determine the full extent of the errors in the net cash
flow from operating activities and net cash flow from investing activities as it was impracticable to do
s0. Consequently, | was unable to determine whether any adjustments to net cash flows from
operating activities as stated at R162 606 004 and net cash flows from investing activities as stated at
(R155 504 934} in the financial statements were necessary.

Context for opinion

8. | conducted my audit in accordance with the International Standards on Auditing (15As). My
responsibilities under those standards are further described in the responsibilities of the auditor-
general for the audit of the financial statements section of my report.

9. lam independent of the municipality in accordance with the International Ethics Standards Board for
Accountants' International code of ethics for professional accountants {including International
Independence Standards) (IESBA code} as well as other ethical requirements that are relevant to my
audit in South Africa. | have fulfilled my other ethical responsibilities in accordance with these

requirements and the IESBA code.

10. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my

qualified opinian.

Emphasis of matters

11. | draw attention to the matters below. My opinion is not modified in respect of these matters.

Material losses - Electricity

12. Asdisciosed in note 46 to the financial statements, material electricity losses to the amount of R22
387 530.06 (2022: R18 502 841) was incurred which represents 19,09% {2022: 23%) of total bulk

electricity purchased.



Material impairment - receivables from exchange transactions

13. Asdisclosed in note 6 to the financial statements, municipality reported a material impairment of R55
656 935 (2022: R49 781 617) as a result of debt impairment of receivables from exchange
transactions due to non-collection of outstanding balance owed to the municipality.

Material impairment - receivables from non-exchange transactions

14. As disclosed in note 4 to the financial statements, municipality reported a material impairment of R30
884752 (2022: R19 356 082) as a result of debt impairment of receivables from non- exchange
transactions due to non-collection of outstanding balance owed to the municipality.

Restatement of corresponding figures

15. Asdisclosed in note 51 to the financial statements, the corresponding figures for 30 June 2022 were
restated as a result of an error in the financial statements of the municipality as at 30 June 2022,

Other matter

16. | draw attention to the matter below. My opinion is not modified in respect of this matter.

Unaudited disclosure notes

17. In terms of section 125(2)(e} of the MFMA, the particulars of non-compliance with the MFMA should be
disclosed in the financtal statements. This disclosure requirement did not form part of the audit of the
financial statements and, accordingly, | do not express an opinion on it.

Responsibiiities of the accounting officer for the financial statements

18. The accounting officer is responsible for the preparation and fair presentation of the financial
statements in accordance with the Standards of GRAP and the requirements of the MFMA and the
Dora; and for such internal control as the accounting officer determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or

error.

19. In preparing the financial statements, the accounting officer is responsible for assessing the
municipality's ability to continue as a going concern; disclosing, as applicable, matters relating to going
concern; and using the going concern basis of accounting unless the appropriate governance structure
either intends to liquidate the municipality or to cease operations, or has no realistic alternative but to

do so.
Responsibilities of the auditor-general for the audit of the financial statements

20. My objectives are to obtain reascnable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error; and to issue an auditor's report
that includes my opinion. Reasonable assurance is a high level of assurance but is not a guarantee that



an audit conducted in accordance with the ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements,

21. Afurther description of my responsibilities for the audit of the financial statements isincluded in the

annexure to this auditor’s report.

| Report on the qudit of the annua! performance report

22. In accordance with the Public Audit Act 25 of 2004 (PAA} and the general notice issued in terms
thereof, | must audit and report on the usefulness and reliability of the reported performance against
predetermined objectives for the selected development priority presented in the annual performance
report. The accounting officer is responsible for the preparation of the annual performance report.

23. | selected the following development priority presented in the annual performance report for the
-year ended 30 June 2023 for auditing. | selected a development priority that measures the
municipality's performance on its primary mandated functions and that is of significant national,

community or public interest.

Pevelopment priority Page Purpose

numbers
KPA 3~ Basic Service Deliveryand (XX] Basic service delivery and infrastructure
Infrastructure Development developrnent is to ensure the provision of

the fundamental service delivery and
infrastructure development as the key
mandate of the municipality

24. | evaluated the reported performance information for the selected development pricrity against the
criteria developed from the performance management and reporting framework, as defined in the
general notice. When an annual performance report is prepared using these criteria, it provides useful
and reliable information and insights to users on the municipality's planning and delivery on its mandate

and ohjectives.
25. | performed procedures to test whether:

» the indicators used for planning and reporting on performance can be linked directly to the
municipality's mandate and the achievement of its planned objectives.

* the indicators are well defined to ensure that they are easy to understand and can be applied
consistently, as well as verifiable so that { can confirm the methods and processes to be used for

measuring achievements.

* the targets can be linked directly to the achievement of the indicators and are specific, time
bound and measurable to ensure that it is easy to understand what should be delivered and by
when, the required level of performance as well as how performance will be evaluated.

* theindicators and targets reported on in the annual performance report are the same as those

committed to in the approved initial or revised planning documents



* thereported performance information is presented inthe annual performance report in the

prescribed manner.

* thereis adequate supporting evidence for the achievements reported and for the

measures taken to improve performance.

26. | performed the procedures for the purpoese of reporting material findings only; and not to

express an assurance opinion or conclusion.

27. The material findings on the reported performance information for the selected development

priority are as follows:

Key Performance Area 3: Basic Service Delivery and Infrastructure

development Various indicators

28. For the following indicators, the planned and reported targets did not relate to the planned
indicator. Consequently, | could not audit the reliability of the reported achievements.

2023.

Indicator description Flarined target

2

KP! 35 Gechydrological Investigation and drilling and equipping of 2

new boreholes at Magojaneng (ward 3) completed by 30 June 2023,

KP! 37 Construction of 250kl pressed steal tank on a 20m high & 1

installation of 10 prepald stand pipes at Maruping/Itireleng

completed by 30 June 2023,

KPI 34 Refurbishment of existing 3 borehole, 10,4km internal 450 sites

reticulation 7Z5mm UPVYC class12, 10km 110mm and 160mm main

pipeline at Bankhara Bocdulong completed by 30 June 2023.

KKP1 41 Upgrading of Wrenchville sports ground completed by 30 June 1

KKP1 40 Households provided with new water yard connection done by
blue water by 30 June 2023

Report on households provided
with new water yard connection

done by Sedibeng
Water by 30 June 2023.




Various indicators

29.

| could not determine if the reported achievement/s were correct, as adequate supporting
evidence was not provided for auditing. Consequently, the reported achievements might be more
or less than reported and were not reliable for determining if the targets had been achieved.

. Reported
Indicator Planned targets achievements
KPI 53 Number of households provided with door- to-door waste | 8000 households provided 6 084
collection by 30 June 2023. with door- to-door waste

collection by 30 June 2023,

KPI 40 Lakoratory reports on quality of drinking water according | Monthly water sampling with 90%
to SANS 241 standards by g minimum of 90%
30 June 2023, determinants with SANS 241

standard by 30 June
2023

Other matters

30.

I draw attention to the matters below,

Achlevement of planned targets

31

The annual performance report includes information on reported achievements against planned targets
and provides explanations for over- or underachievement's and measures taken to improve
performance. This information should be considered in the context of the material findings on the

reported performance information.

Material misstatements

| identified material misstatements in the annual performance report submitted for auditing.
These material misstatements were in the reported performance information for Key Performance
Area 3: Basic Service Delivery and Infrastructure develepment. Management did not correct al of

the misstatements and 1 reported material findings in this regard.

Report on compliance with legislation

32.

33.

In accordance with the PAA and the general notice issued in terms thereof, | must audit and report
on compliance with applicable legislation relating to financial matters, financial management and
other refated matters. The accounting officer is responsible for the municipality's compliance with

legislation.

| performed procedures to test compliance with selected requirements in key legislation in
accordance with the findings engagement methodology of the Auditor-General of South Africa (AGSA).
This engagement is not an assurance engagement, Accordingly, | do not express an assurance opinion

or conclusion.



34, Through an established AGSA process, | selected requirements in key legislation for compliance

35.

testing that are relevant to the financial and performance management of the municipality, clear to
ailow consistent measurement and evaluation, while also sufficiently detailed and readily available to
report in an understandable manner. The selected legisiative requirements are included in the

annexure to this auditor's report.

The material findings on compliance with the selected legislative requirements, presented per

compliance theme, are as follows:

Annual financial statements, performance reports and annual reports

36.

The financial staternents submitted for auditing were not prepared in all material respect in
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of non-
current assets, current assets, revenue, expenditure and disclosure items identified by the auditorsin
the submitted financial statements were subsequently corrected and the supporting records were
provided subsequently, but the uncorrected material misstatements and supporting records that could

not be provided resulted in the financial statements receiving a gualified audit opinion.

Procurement and contract management

37.

-38.

39,

Sufficient appropriate audit evidence could not be obtained that contract were only awarded to
praviders whose tax maiters had been declared by the South African Revenue Service to be in order, as
required by SCM Regulation 43. No similar non-compliance was reported in the prior year.

No invitation to tender 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).

Awards were made to providers who are in the service of other state institutions or whose directors/

. principal shareholders were in the service of other state institutions, in contravention of MFMA

112(1)0) and SCM Régulation 44, Similar awards were identified in the previous year and no effective
steps were taken to prevent or combat the abuse of the SCM process, as required by SCM Regulation
38(1). )

Expenditure management

40,

41.

Reasonable steps were not taken to prevent irregular expenditure amounting to R51 249 909 as
disclosed in note 45 to the annual financial statements, as required by section 62(1)(d) of the MFMA.
The majority of the disclosed irregular expenditure was caused by contravention of the supply chain

management requirements (SCM) relating to panel awarding.

Reasonable steps were nof taken to prevent unautharised expenditure amounting to R48 939 000, as
disclosed in note 43 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 on the approved
budget.



Strategic planning and performance management

42,

The performance management system and related controls were inadequate to prevent material
findings identified, as required by municipa! planning and performance management regulation 7(1).

/ Other information

43,

44,

45,

46,

The accounting officer is responsible for the other information. The other information comprises the
infarmation 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, '

My opinicn on the financial statements, the report on the audit of the annual performance report and-
the report on compliance with legislation do not cover the other information included in the annual

report and | do not express an-audit opinion or any form of assurance conclusion on it.

In connection with my audit, my responsibility Is to read this other information and, in doing so,
consider.whether it is materially inconsistent with the financial statements and the selected
tlevelopment priorities presented in the annual performance report or my knowledge obtained in the

audit, or otherwise appears to be materially misstated,

I did not receive the other information prior to the date of this auditor's' report. When | do receive and
read this information, if | conclude that there is a material misstatement therein, | am required 1o
commiinicate the matter to those charged with governance and request that the other information be .
corrected. if the other information is not corrected, | may have to retract this auditor's report and re-
issue an amended report as appropriate. However, if it is corrected this will not be necessary.



| Internal control deficiencies

47. | considered internal control relevant to my audit of the financial statements, annual performance
report and compliance with applicable legislation; however, my objective was not to express any form

of assurance on it.

48, The matters reported below are limited to the significant internat control deficiencies that resulted
in the basis for the qualified, the findings on the performance report and the findings on compliance

with legislation included in this report

Auditor-General Kimberley

30 November 2023

AALATITCIR - CHEMNEErR A,
ST AR

Auditing to build public confidence



Annexure to the auditor's report

The annexure includes the following:

*  The auditor-general's responsibility for the audit

*  The selected legislative requirements for compliance testing

Auditor-general’s responsibility for the audit

Professional judgement and professional skepticism

As part of an audit in accordance with the ISAs, | exercise professional judgement and maintain
professional skepticism throughout my audit of the financial statements and the procedures
performed on reported performance information for selected development priorities and on the
municipality's compliance with selected requirements in key legislation.

Financial statements

In addition to my responsibility for the audit of the financial statements as described in this auditor's

report, | also:

> jdentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error; design and perform audit procedures responsive to those risks; and obtain audit
evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrapresentations or the

override of internal control

»  obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the municipality's internal control

= evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made

» conclude on the appropriateness of the use of the going concern basis of accounting in the
preparation of the financial statements. 1 also conclude, based on the audit evidence obtained,
whether a material uncertainty exists relating to events or conditions that may cast significant
doubt on the ability of the municipality to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor's report to the related disclosures
in the financial statements about the material uncertainty or, if such disclosures are inadequate,
to modify my opinion on the financial statements. My conclusions are based on the information
available to me at the date of this auditor's report. However, future events or conditions may
cause a municipality to cease operating as a going concern

* evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and determine whether the financial statements represent the underlying

transactions and events-in a manner that achieves fair presentation,



Communication with those charged with governance

| communicate with the accounting officer regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies ininternal
control that | identify during my audit.

| also provide the accounting officer with a statement that | have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other
matters that may reasonably be thought to bear on my independence and, where applicable, actions
taken to eliminate threats or safeguards applied.



Compliance with legisiation

The selected legislative requirements are as follows:

Legislation Sections or regulations
Municipal Finance Management Act 56 of Section 1 - Paragraph {a}, (b) & (d) of the definition:
2003 irregular expenditure,

Section 1 - Definition: service delivery and budget
implementation plan,

Sections 11(1), 13(2), 14(1), 14{2}(a), 14(2}{h}, 15,
24(2)c)(iv), 29{1),

Sections 29{2)(b), 32{2), 32(2)(a), 32{2)(a)(i},
32(2)a)ii), 32(2)(b),

Sections 32({6){a)}, 32(7), 53{1)(c)(ii}, 54{1){c),
62{1)(d), 62{1){f)i),

Sections 62{1){N{ii}, 62(1)(N)iii), 63{1){a), 63{2)(a)},
63(2)(c), 64{2)(b),

Sections 64(2)(c), 64{2){e), 64(2){f), 64(2)(g),
65(2)(a}, 65{2)}(b), 65(2){e},

Sections 72{1}a)(ii), 112(1)U), 116(2}(b),

, 116(2)(c)(ii), 117, 122(1),

Sections 122(2}, 126(1)(a), 126{1)}{b}, 127(2),
127{5)(a)i), 127{5){a)(ii),

Sections 129(1}, 129(3), 133{1)(a), 133{1}{c}{1),
133{1)(c)(ii), 170,

Sections 171(4)(a), 171{a)(b}

MFMA: Municipal Budget and Raporting Regulations 71{1), 71(2), 72

Regulations, 2009

MFMA: Municipal Investment Regulations, 2005 Regulations 3{1)(a), 3(3), 6, 7, 12(2), 12{3}
MFMA: Municipal Regulations on Financial Regulations 5(4), 6(8)a), 6(8)}{b), 10(1)
Misconduct Procedures and Criminal Proceedings,

2014

MFMA: Municipal Supply Chain Management Regulations 5, 12{1}{c}, 12{3), 13(b}, 13(c), 13{c}i},
Regulations, 2017 16(a), 17{1)a),

Regulations 17{1)(h), 17(1}{c}, 19(a), 21i(b),
22(1)(b)(i), 22(2), 27(2)(a),

Regulations 27(2)(e), 28(L)(a)(i}, 28(1)(a)ii),
29(1){a}, 29(1)(b),

Regulations 29{5)(a}(ii}, 29(5}{b)(ii), 32, 36{1),
36(1)(a), 38(1){c),

Regulations 38(1)(d){ii), 38(1}{e), 38(1)g)(i),
38(1)gHit), 38(1){g)(iii), 43,

Regulations 44, 46{2)(e), 46(2)(f)

Municipal Systems Act 32 of 2000 Sections 25(1), 26(a), 26(c), 26{h), 26(i}, 28{1}b}ii),
26(3)(b), 34{a), 34{b),

Sections 38{a)}, 41{1)(a), 41{1)(b), 41(1){c)(ii), 42,

43(2), 56(a), 57(2)(a),

Sections 57(48), 57(6)(a), 66{1)(a), 66{1Xb),

67(1)(d), 74(1), 93)(1}, 96(b)




Legislation

Sections or regulations

MSA: Municipal Planning and performance
Management Regulations, 2001

Regulations 2(1}{e}, 2{3Ka), 3(3}, 3{4)(b), 3(6){a), 7(1), 8,
9(1)(a), 10{a},
Regulations 12(1), 15{1){a}{i), 15{1){a}ii)

MSA: Municipal Performance Regulations for
Municipal Managers and Managers directly
Accountable to Municipal Managers, 2006

Regulations 2(3){a), 4(4){b), 8(1), 8(2), 8(3)

MSA: Regulations on Appointment and Conditions
of Employment of Senior Managers, 2014

Regulations 17(2}, 36(1)}{a)

MSA: Disciplinary Regulations for Senior
Managers, 2011

Regulations 5(2), 5{3), 5(6), 8{4)

Annual Division of Revenue Act

Section 11(6)(b), 12(5), 16(1); 16(3)

Construction Industry Development Board Act 38
of 2000

Section 18(1}

Construction Industry Development Board
Regulations

Regulations 17, 25(7A)

Municipal Property Rates Act 6 of 2004

Section 3(1)

Preferential Procurement Policy Framework Act 5
of 2000

Sections 2{1)(a}, 2(1)(f)

Preferential Procurement Regulations, 2017

Regulations 4({1), 4(2), 5{1), 5(3), 5{6), 5(7), 6{(1),
6(2), 6(3), 6(6), 6(8),

Regulations 7(1), 7{2), 7(3), 7(6), 7(8), 8(2), 8(5)
9(1), 10(1), 10(2),

Regulations 11(1), 11(2)

Preferential Procurement Regulations, 2022

Regulations 4{1)}, 4(2), 4(3)}, 4(4}, 5(1}, 5(2}, 5(3),
5{4)

Prevention and Combating of Corrupt Activities Act
12 of 2004

Section 34(1)




