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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) 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;

b) 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;

c) 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:

d) To provide good governance, transparency and accountability on the use of
municipal resources:

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

f) 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:-

. In-year reports of the municipality and municipal entities

Il. Annual financial statements of the municipality and municipal entities;
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lll. 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 (Chairperson)
(if) Councilor K A Mgijima

(iif) 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 3 Special Meeting of the Council held on the 31 January
2024, an annual report of the Elundini Municipality for the year ended 30 June 2023.

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: -

I.  Has approved the annual report with or without reservations;
ll. 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 2023, 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
13/03/2024 ¢ Clir M Mampintsha Annual report
e Clir M Mdleleni Performance
e ClIr L B Magqashela report
e ClIr Tyumbu
e ClIr Mgijima
19/03/2024 e Clir M Mampintsha Audited annual | Elundini Audit
e Clir M Mdleleni financial Committee chairperson,
L e Clir L B Maggashela statements Mrs Ntombentsha
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25/03/2024

e ClIr Mgijima e Audit report Mnconywa CA(SA)
e Clir M Mampintsha e Performance

e Clir N Tyumbu report

L]

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);

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



2.1.

2.2,

* Any information as determined by the municipality;
* 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 2023 has
been prepared in accordance with Section 121(3) of the MFMA.

- Analysis of the annual report for the year ended 30 June 2023

OVERALL INSTITUTIONAL PERFORMANCE
The report indicate that the Institution has improved in its level of achievement as

recorded in the previous year report with performance achievement of 73% as
against 50% achievement last year. ELM had a total of 22 indicators; Basic
Service Delivery had a total of 16 indicators out of the 22 indicators; Financial
Viability had a total of 02 indicators whilst Good Governance had 01 indicator;
Local Economic Development had a total of 02 indicators and Municipal
Transformation KPA had 1 indicator. Basic Services achieved 69%; Financial
Management & Viability KPA achieved 100%; Good Governance & Public
Participation KPA achieved 100% whilst Local Economic Development achieved
50% and Municipal Transformation & Organizational Development KPA achieved
100%.

ANALYSIS OF PERFORMANCE REPORT
———="90 U FERFORNMANCE REPORT

Targets are developed without taking into account the external factors that could
affect performance. Some targets are set even though the responsible person or
department has no control on the pre-requirements for achieving the target.

Some performance information is not providing simple detail for the external
users as it does not give a clear and understandable picture of what really
happened.
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2.3.

For instance, Indicator D509- Number of contractor SMMEs benefited through
sub-contracting was not achieved. The explanation for the non-achievement in
the Annual Report is so vague for a person in street.

After MPAC requested further explanation, it only transpired that the target is
dependent on package orders issued. During the year under review the package
orders allowed for 6 SMMEs as against the 10 targeted.

Indicator D514- Number of farmers Supported through RAFI beef program. The
target is 3 which could not be achieved because the prerequisite is land. The
target was set without first acquiring suitable land for the project. This is proof
that the municipality sometimes sets itself unrealistic targets.

D579- Number of ICT projects implemented could not be achieved. The provision
of fiber for connectivity is a costly project. The municipality budgeted a mere R1 ,
2 million to implement this project which was so unrealistic.

D624- Number of cemetery master plans developed. This target could not be
achieved due to no budget available.

The observation by the committee is that targets set and reflecting in the SDBIP
do not relate to available budget. Some targets are not achieved and the
explanation for non-achievement is insufficient budget. It remains to be explained
why unbudgeted projects are not removed during the adjustment period.

PROJECT VERIFICATION

The committee took a round and verified the projects as stated in the annual
report.

The committee visited Electrification project in Lundini villages and Mrorwana
access road. The community accepted the electrification project but expressed

challenges in purchasing electricity tokens as some metres are registered under
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wrong beneficiaries. The mrorwana access road is in good conditions and
accepted by the community.

Refele sport field was also progressing well. Works had advanced from the 40%
recorded in the annual report.

Nkangala access road is not accepted by the community. The quality of gravel
used is rejected by the community as they claim that it is not what they
suggested. The contractor ignored the community and went on with the project
despite their calls. The road width is narrow and two cars can not pass each
other. The storm water drainage system is very poor. On rainy days water form
small dams on the road reducing the road surface. The community claim that the
Project Steering Committee views were not taken into account.

Ugie ECD, Ugie Public toilets and Smart meter projects were also visited. The
community of Ugie had complaints of not being able to purchase electricity for
the new smart metres. The ECD was complete and ready for handover. Ugie
public toilets are complete but stand unused.

2.4. ANALYSIS OF THE AFS AND AUDIT REPORT
——=129 U Tt AlFs 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 and she joined virtually. 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
financial health of the municipality, Risks identified in the analysis as well as compliance
issues.
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Receivables from non-exchange transactions (refuse, electricity, rent) amounts to
R13 976 984.00 which is an increase from R12 million for last year. This is an increase
of non-payment of services by municipal customers. Impairment of debtors remains
high which is an indication of the municipality’s inability recover debts. The total
electricity debt by customers is R22 million and out of that, R16.8 million is impaired
which means the municipality is not sure it will ever realize it. Refuse debtor amount to 9
million and out of that 8 million is impaired meaning we only sure to get R1 million from
refuse. This, in essence, means that we are providing both services at a loss. House
rentals remain a challenge and it is inconceivable how the municipality is failing to
collect rentals from the houses it owes mostly that some of the houses are occupied by
municipal employees.

In Tlokoeng the municipality has a challenge as electricity is offered by Eskom and the
municipality can not switch off electricity to force the payment of other debts.
Receivables from non-exchange services(rates) are at R35 million and impairment is
R18 million. About R31 million of the debt on rates is owed for over 150 days.

The above indicate that in both electricity and rates, which are the most money makers

of the municipality, we are doing so bad.

Cash and cash equivalents which is cash at the bank has decreased from R77 million
to R45 million this year. This means for this year we used about R22 million in reserves
which puts the municipality at a high risk.

Payables from exchange transactions have increased. The municipality had a lot of
unpaid invoices at the end of the financial year. These accruals were R17 which is an
increase from R11 million last year. This could be due to lack of funds to pay the
invoices or lack of capacity in the finance department to pay submitted invoices on time
or this could be attributed to the fact that the municipality had, for a long time, operated
without a CFO.
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Statement of financial performance indicate that the municipality has a deficit of R12
million which is an increase from the R10 million recorded last year. This is a risk for the

municipality as operations have to be financed from reserves.

The statement of comparison of budget and actual amounts depict that for income,
some figures are just put for purposes of balancing the budget. Electricity sales have
been budgeted at R76 million. This figure was adjusted to R40 million and the actual
amount received is R22 million. We need to do something about the sales of electricity.
This is where the municipality is spending huge amounts in bulk purchases. The smart
meter project need to be reviewed to check if, as a municipality we are reaping and
positive rewards from it. The same should be done to our refuse collection as we are
providing that service for free at moment because we are not recovering our costs in
anyway.

For other income the budget is R73 million but the actual amount realized is a mere
R700 000. This shows that the budget amount was just to balance the budget.

For property rates we budgeted R65 million which was later adjusted to R34 million and
the actual amount received is R25 million.

During the committee’s consideration of the performance report and when requesting

explanations from directors it transpired that Community Services submitted By laws for
council approval without first taking the By laws for public comments and inputs.

2.5. AUDIT OPINION

The municipality retained the Unqualified Audit Report with findings. This means we
should all work hard with dedication to attain clean audit next time
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3. RECOMMENDATIONS

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

a) That Council, having fully considered the Annual Report for the financial year
ended on 30 June 2023, APPROVES the annual report; and

b) Council APPROVES the Annual report for the year ended 30 June 2023 without
reservations.

c) Council MANDATES the municipal manager to ensure that correct information
on Indicator D488 for achievement is recorded correctly, indicator D624
information on performance comment and remedial action should be included
before the Annual Report is printed

d) Council RESCINDS resolution CONA/133/23 which approved the following By
laws

1. Street Trading

2. Cemetery and Crematorium
3. Indigent Pauper Burial Policy
4. Pound Management

5. Keeping of animals

6. Liquor Trading regulatory

7. Waste management

8. Fire safety

9. Gatherings
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10. Traffic Management and Vehicle Impoundment
11.Fine Schedule for Community Services

And only NOTES the by laws and policies for community/ stakeholder
consultation

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.

I 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.

v((}.wv{a ;
(Louncilor Z. MAMPINTSHA
Chairman: Municipal Public Accounts Committee
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