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ROCAL MUMNICIPALITY
FEAMYA ELIGADAMIILLYD

OVERSIGHT REPORT ON THE ANNUAL REPORT
OF THE ELUNDINI MUNICIPALITY FOR THE YEAR
ENDED 30 JUNE 2022
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1. PREAMBLE

The Elundini Municipality’s Municipal Public Accounts Committee (MPAC) has been
established in terms of the municipality’s Standing Rules and Orders, which also

provide the terms of reference for the committee. The primary functions of MPAC have

been articulated in the Standing Rules and Orders as follows: -

a)

b)

d)

To consider and evaluate the content of the annual report and to make
recommendations to Council when adopting an oversight report on the annual
report;

In order to assist with the conclusion of matters that have not been finalized,
information pertaining to past recommendations made on the annual report must
also be reviewed. This relates to quarterly in-year reports, mid-year and annual
reports;

To examine financial statements and audit reports of the municipality, and in
doing so, the committee must consider improvements from the previous
statements and reports and must evaluate the extent to which the Audit
Committee’s and Auditor General’s recommendations have been implemented:;

To provide good governance, transparency and accountability on the use of
municipal resources;

To recommend and undertake an investigation, after reviewing any investigation
report already undertaken by the municipality or Audit Committee: and

To perform any other functions assigned to it through a resolution of Council
within its area of responsibility.

The terms of reference further direct that the MPAC shall have permanent referral of

documents as they become available relating to:-
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l.  In-year reports of the municipality and municipal entities
Il. Annual financial statements of the municipality and municipal entities:
I1l. Audit opinion, other reports and recommendations from the Audit Committee;

IV. Information relating to compliance in terms of sections 128 and 133 of the
MFMA;

V. Information in respect of any disciplinary action taken in terms of the MFMA
where it relates to an item that is currently serving or has served before the

committee;
VI. Any other audit report from the municipality or its entity; and
VII.  Performance information of the municipality and municipal entities.

At its meeting held in the Ngangarhu Town Hall on 30 November 2021, the municipal
council appointed the following councilors to serve in the Municipal Public Accounts
Committee:

(i) Councilor M Mampintsha (Ch'airperson)
(if) Councilor K A Mgijima

(i) Councilor L B Magqashela

(iv) Councilor N Tyumbu

(v) Councilor M Mdleleni

In order to minimize the potential for conflict of interest, Council has divested all
members of MPAC of any further responsibilities in the committees of Council.
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2.

INTRODUCTION

The Mayor of the Elundini Municipality has, in terms of section 127(2) of the
Municipal Financial Management Act 56 0f 2003 (MFMA), read with section 58 of the
same Act, tabled before a Special Meeting of the Council held on the 27 January
2023, an annual report of the Elundini Municipality for the year ended 30 June 2022.

The annual report was prepared in terms of section 121 of the MFMA and section 46
of the Municipal System Act No 32 0f 2000 (MSA).

Section 129 of the MFMA requires the Council of a municipally to consider the
annual report 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, to adopt an oversight report
containing the council’'s comments on the annual report, which must include a
statement whether the council: -

| Has approved the annual report with or without reservations:
Il.  Has rejected the annual report; or

lll.  Has referred the annual report back for revision of those components that can
be revised.

Following the tabling of the annual report for the year ended 30 June 2022, the MPAC

had developed a schedule of meetings for its intense consideration and the

development of an oversight report. The meetings were sat as follows: -

Date of Members in attendance Major focus Special Invitees
Meeting
14/03/2023 e Clir M Mampintsha Audited annual | Elundini Audit
e Clir M Mdleleni financial Committee chairperson,
e CliIr L B Magqashela statements Mrs Ntombentsha
e Clir Tyumbu Audit report Mnconywa CA(SA)
15/03/2023 e Clir M Mampintsha Annual report
e Clir N Tyumbu Performance
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17/03/2023

e Clir M Mdleleni report

e CIIr L B Maggashela

e Clir M Mampintsha e Performance
e Clir N Tyumbu report

e Clir M Mdleleni

®

Clir L B Maggashela

Additional to the special invitees, and as a standard practice, presentations were invited

from management, particularly to give technical guidance on some of the matters as

they appear in the annual report, as well as to account for those areas as the MPAC
deemed it necessary.

A. Components of the annual report

Section121 (3) of the MFMA prescribes that the annual report of the Elundini
Municipality must include the following:-
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Annual Financial Statements of the municipality as submitted to the
Auditor General for audit in terms of section 126 (1);

The Auditor General’'s audit report in terms of section 126 (3) on those
financial statements;

The Annual Performance Report of the municipality prepared by the
municipality in terms of sections 46 of the MSA;

The Auditor General’s audit report in terms of section 45 (b) of the MSA;
An assessment by the municipality’s accounting officer of any arrears on
municipal taxes and service charges;

An assessment by the municipality’s accounting officer of the
municipality’'s performance against measurable performance objectives
referred to in section 17(3)(b) (of the MFMA) for revenue collection from
each revenue source and for each vote in the municipality’s approved
budget for the relevant financial year;

Particulars of any corrective action taken or to be taken in response to
issues raised in the audit reports referred to in paragraph (b) and (d);




2.1,

2.2

* Any explanations that may be necessary to clarify issues in connection
with the financial statements:

* Any information as determined by the municipality;
e Any recommendations of the municipality’s audit committee: and

* Any other information as may be prescribed.

The committee found that the Annual report for the year ended 30 June 2022 has
been prepared in accordance with Section 121(3) of the MFMA.

. Analysis of the annual report for the year ended 30 June 2022

OVERALL INSTITUTIONAL PERFORMANCE

The report indicate that the Institution has regressed in its level of achievement
as recorded in the previous year report. There were 18 indicators and only 9
indicators were achieved which translates to 50% overall achievement this year
as against 64% achievement last year.

Out of the 18 overall indicators, 14 indicators were for basic services and only 6

were achieved. This means the institution only managed to achieve 42.8% in

basic services. This is not a good picture for a government that desires to provide
a better life for all.

ANALYSIS OF THE AFS AND AUDIT REPORT

The committee invited the chairperson of the municipality’s Audit Committee, Ms
Ntombentsha Mnconywa, CA (SA), so that she provides an independent, technical
assistance to the committee. In prefacing her presentation, she intimated that the

annual financial statements ought to be viewed against the backdrop of the

municipality’'s core mandate, which is the delivery of services to communities. The

analysis should therefore entail a critical and analytical review of important account

balances and certain classes of transactions. This should also include evaluating the
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financial health of the municipality, Risks identified in the analysis as well as compliance
issues.

Cash and cash equivalents have decreased from R136 million last year to R112 Million
this year. The management explanation to this is that the decrease is caused by
substantially decrease in grant funding.

Creditor's payments have also increased from R109 Million to R143 Million. Current
assets receivables increased from R6 Million last year to R11 Million this year which is
an indication that there is an improvement in the collection of debtors by the
municipality. The employee related costs have increased from R106 Million last year to
R115 Million this year. The municipality is not generating enough money to pay for its
running costs. This will create serious challenges in the future. Drastic measures must
be taken to reduce expenditure.

2.3. AUDIT OPINION

The municipality has regressed in terms of audit opinion as we received unqualified
opinion with findings as against clean audit received last year. The regression is due to
material adjustments done to Annual Financial Statements (AFS) during audit. AFS
were submitted without proper review by both internal audit and audit committee due to
time constraints experienced with the service provider. Management has explained that
the service level agreement (SLA) with the service provider has been tightened to avoid
this in future.

Debt impairment still remains a challenge for the municipality as large percentages of
total debtors have to be impaired. This is due to non-payment for services rendered to
the communities. Councillors as community representatives, should encourage a culture
of paying for services at community level.

Council should strengthen its oversight function to ensure that it receives value for
money when implementing projects.
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24.

UNAUTHORIZED EXPENDITURE

The committee considered the report for unauthorized expenditure of RR86 325.00.

This amount relates to the convening of the strategic planning session last year where
the actual cost exceeded the budget by R86 325.00. This is mainly due to different
interpretation of budget by the municipal officials and Auditor General.

Having considered the annual report of the Elundini Local Municipality for the year

ended 30 June 2022, and having considered all responses that have been presented as

against the questions raised, advices received, and specific recommendations made
and having considered Unauthorized expenditure of R86 325.00, the MPAC makes the
following overall recommendations: -

3. RECOMMENDATIONS

The Municipal Public Accounts Committee therefore RECOMMENDS that Council
RESOLVES as follows: -

a)

b)

c)

d)

e)

That Council, having fully considered the Annual Report for the financial year
ended on 30 June 2022, APPROVES the annual report; and

Council APPROVES the Annual report for the year ended 30 June 2022 without
reservations.

Council MANDATES the municipal manager to develop a strategy for the
reduction of expenditure in the day-to-day running of the municipality (cost
containment measures) and submit to the Executive Committee by 30 April 2023.

Council MANDATES the municipal manager to provide budget for oversight
function so as to enable MPAC to acquire expert services when discharging its
mandate.

Council CONSIDER the R86325.00 unathorized expenditure as
IRRECOVERABLE and approve its WRITE-OFF.
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4. CONCLUSION

On behalf of the MPAC, | take this opportunity to thank the leadership of the
municipality, and the council at large for the support given to the Committee to
enable it to discharge its responsibilities.

| am particularly grateful to my colleagues in MPAC as well as Mrs Ntombentsha
Mnconywa, chairperson of the Audit Committee for their resilience as they continue
to assist the municipal council to provide accountable governance to the community
of Elundini.

Lastly, | thank the management for their assistance when required by the committee
to do so

Thank you.
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L'/Louncilor Z. MAMPINTSHA
Chairman: Municipal Public Accounts Committee
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