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1. Statement of purpose of the Oversight Report

The Annual Report Is a key instrument of transparent governance and accountabllity. It Is a post —financlal yeai
document which provides an oveiview.of the process of financial and-non-financial performance in respect of the
previous financial perlod, in this case 2022/2023. The adoption of an Annual Report Is the leglslated requirement
in terms of the Local Government: Municlpal Financlal Management Act 56 of 2003 {MFMA},

1.1 Purpose

The purpose of this report Is to present to Council the Oversight report to be adopted and for the conslderation of
the recommendations made on the final Annual Report for 2022/2023 as required in terms of Section 129 of the
MFMA, Act 56 of 2003.

It Is Important to have an understanding of the accountability framework for municipalities In order to correctly
comprehend the role of the Oversight Report as distinct from that of the Annual Report and any other reports
required from the municipality by the Constitution, Acts, regulations or Clrculars.

The following table displays the nature of the culpability framework for local government:

and Senior Managers

implementation

and operational
functions

[ Responsible for Oversight over Accountable to
Approving policy Mayor & Executive
Councll and budget Committee Community
Policy, budgets, outcomes,
Mayor & Executive management of/oversight Municlpal Manager Council
Committea
| over municipal manager
Outputs and . \ Mayor & Executive
Municlpal Manager implementation Administration Committee (Council)
Chief Financlal Officer | Outputs and Financial management

Municipal Manager

internal Audit Unit

Objective assurance

Internal Controls,
Compliance and Risk
Management

Audit and Performance
Committee

The Oversight Report is the final major step In the annual reporting process of a municipality. Section 129 of the
Municipal Finance Management Act requires the counclil 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 is a distinct product from the Annual Report.

The Annual Report Is submitted to the Council by the Accounting Officer, Adv. R Dumezwenl and the Mavyor, Clir. K
Ncamiso and Is part of the process for discharging accountability by the executive and adminlstration for thelr
performance in achieving objectives and goals set by the municipality in the 2022/23 financial year. The Oversight
Report follows consideration and consultation on the Annual Report and Is considered to be a report of the
municipal councll to the community disclosing the level of success or otherwise, obtained with meeting the
priority needs and stated desires of the community as contained In the Integrated Development Plan

(IDP).
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2. The Municipal Public Accounts Committee

The establishment of Councll’s Municlpal Public-Accounts Committee was In March 2022, In terms of Section 79-of
the Municipal Structures Act, 1998. The Municipal Public Accounts Committee is comprised’ of -non-executive
Councillors represented by most political parties. The term of the committee Is 5 years unless recalled, resigned or
disbanded.

The Ndlambe Municipal Public Accounts Committee consists of the following Councillors:
Counclllor A Nyumka (Chairperson)
Councillor M Mgweba
Councilior M Sweli
Councillor A Bukani
Councillor N Haynes

3. The Functions of the Municipal Public Accounts Committee:

a) Undertake a review and analysis of the Annual Report.
b) Invite, receive and consider Inputs from Counclliors and officials on the Annual Report.
) Consider written comments recelved on the Annual Report from the publlc consultation process,

d) Preparation of the draft Oversight Report, taking into consideration the views and inputs of the public,
representative(s) of the Auditor General, organs of state, Councll's Audit & Performance Committee,
political Partles and Councillors.

€) Receive and consider Councll's Audit & Performance Committee views and comments on the annual
financlal statements and the performance report.

f) Adhere to the Charter and the Terms of Reference

4. Summary of Representations received from the Community and Others

Notice was issued in terms of Section 127 (5) (a) of the Municipal Finance Management Act 56 of 2003, and
section 21A of the Municipal Systems Act 32 of 2000 that the Annual Report for 2022/2023 financial period has
been prepared by Ndlambe Municipality and was tabled in the council meeting held on the 31 January 2024. It was
then made available for public comments and inspection in all municipal administrative units around Ndlambe

municipality. See ANNEXURE A®

The Municipal Public Accounts Committee regrettably has learnt that no comments were recelved in respect of
the Annual report from the public in spite of the efforts to make it public.

5. 2022/2023 Annual Report Consultation Process

The following is our summary of our findings in terms of legislative processes followed in terms
of the annual report process:

MFMA Achleved

Prescribed Dates Actlons (MSA) Responsiblility of Yes/No
29 August Submit municipality’s AFS to Auditor-General siz6(ifa) | Yhimiciea! Yes

The Municipality must address any Issues ralsed :"ﬂ“"'dpﬂ
On receipt by the Auditor-General and prepare action plans Masgffnet:.st
of audit to address issues and Include these In annual §131(1) ensure Yes
report report. compliance by

Provide copy of report to Audit Committee, municipality

Annual Reports of municipality and entities tabled
31 January | in Council $127{2) Mayor Yes
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' Immgdnatelv. " | Anhudl répoit made public and local community 5127(S)a) Municipal "’

after annual invited to submlt representations [MSA)- Manager Yes
reportis tabled. R S : ~521Aand B eesl
Immediately Annua_l'__re:i‘a'orlf'stibn'\ltt'e_d to Auditor-General, :

after annual relevant provinclal treasuty and provinclal 5127(5)'“3) Municipai Y

department responsible for local government in Manager s

When meetings Accounting

held to discuss Attend meetings to respond to questlions $129(2)(a) Officer of Y

the annual concerning the report municipality es
report and entity

Following Submit copies of minutes of the meetings to Accounting

meetings to the Auditor-General, provinclal treasury and $129(2)(b} Officer of

discuss the provincial department responsible for local municlpality Yes
annual report government and entity

Within two

months of

report being C:unclldto have con:ldered the apnual report and s129(1) Counil Nc;; y?:tl
tabled (31 adopted an oversight report applicable
March) B

Within seven $129(3)

days of \ Accounting Not yet
adoption of Make public the cversight report S21A- Officer applicable
oversight report MsA

Within seven

Submit to the provincial legislature, the annual

::xsptolfon of report of municlpality and entities and the 512(22(,1 ) Acg:_:g::ng a:ﬁ:c\;?:tle
oversight report | oversight reports on those annual reports. |

Notes:

*  MFMA section 133 provides for consequences of non-compllance with provisions relating to the submission of

AFS and tabling of annual reports.

All dates shown are the latest permissible In terms of the applicable legisiation, eariier compliance Is preferable.

a) The Annual Report was tabled at an open Council Meeting on 29 August 2023,

b} The communities were advised through print media and the Municipal website of the avallability of the
annual report and were Invited to submit representations on the report.

c} The Annual Report was made available at all municipal libraries, some community halls and Mayor’s
office. The Annual Report was also submitted to the Auditor General, Provincial Treasury and the
Department of Cooperative Governance and Traditional Affairs.

j.:
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6 Committee observations and reeornmenclatlnns

6.1 Committee findings on the, Annual Repo:t

The ¢ommittee sciutinlsed the annual report and the followlng wére the main findings. The findings were
premised on the requirements of MFMA Circular 63. For detalied findings refer to Minutes of the committee
meeting held on the 12 and 25 March 2024 {see Annexure D).

The main findings were:

Finding Chapter Comment/s

| Methods used / implemented to Improve publfc participation and accountablifty. There is

1 1= Mayor's fo rd no mentlon of any publlc partlclpatlon methods or strategy.

] Water wasa huge issue in 2022/23 and should be mentioned here and the periods
2 that there was no water and bringing in the RO Plant as the corrective measure.
e The committee noticed that water lose have increased.

The entire Municipal ManaEer’s Fo_reword is not included as per Circular 63, paragraph 1.?
1~ Municipal Managers )
3 fo rd we note that the instead of the municipal overview as per paragraph 1.3 Is written as
municipal manager overview. This should be corrected.
Chater 1 The committee noted that the Financial Sustainabllity of the municlp;IIty paragraph page
P 27-28 of the report was not populated.
B Intergovernmentual Relations
4 2 - Governance, IGR MEETINGS NOT SITTING/ the committee noted that the IGR Meetings are sitting at
Component B National and Provincial level, however there is no indication of IGR meetings at the local
level. This should be addressed.
Public Accountabliity and Participation
2 - Governance, .,
Component ¢ To prove public accountability and participation the committee recommend that
P Informotion reloting to the sitting of the meetings be included in the report.
Risk Management
- The top 5 risks to the municipality should be identified and the Risk Register
can be included here.
Antl-corruption and fraud
- There is no Information inciuded relating to anti-corruption and fraud.
5
7-G Supply Chaln Management
C; overn:rll;e, = The committee noticed that the Supply Chain Management Is Included in
mpanen chapter 1 instead of chapter 2.
By-laws
- Alist of By-laws should be included and highlight those which need reviewing.
Websites

~  The committee noted that the website updated.

Public Satisfaction on Municipal Services
-  The report should have summary of Public Satisfaction Repart conducted and
the Customer Care Officer’s report on Customer Services & Complalnts.

Chapter 3 — Service The committee noted content improvement In?hlszhapte'r. Refer “Municlpality is located !
6 DeII\I:e Performance within the Sarah Baartman District Municlpality and Is home to some 80 000 people” In
Y page 43 and census statistics 63 180'in page 10. Which statistics Is correct?

— )
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Ch_ap'ter 4
Orgar_usathnal » The organogram on page 107 under component A of chapter4-is not cledr-and
Development
7 Performance needs be fixed.
. o h
(Performance * Does 463 Ndlambe employees include the section 57 Managers?
Report Part Il)
¢  Financial performance not Included as well components A to D In terms of MFMA
8 Chapter 5 circular # 63.

Finance Performance

e The report has chapter 5 as organisational score card which Is not inline with the

circular 63.

Chapter 6

9 Auditor General Audit

findings

The chapter is missing which provides details on issues raised during the prior year and
remedlal actions taken to address them,

10 Appendixes Ato T

» Appendixes F, N, G and R are missing on the report.
* Appendix H does not cover what is required on the circular.
e  Appendix M (missing headings in the table)

6.2 General observations of the Committee

Below are the cornmittee reservations based on its general observations gathered in Its quarterly meetings in the
course of the flnancial year, The observations below will be put on a tracking tool and will be followed up
frequently. This will ensure that our observations are actioned, where practical, by administraticn,

Unqualified Audit Opinlon

The committee congratulate
the management for
attalning consecutive
unqualified audit opinion, *

Fragmented Supply Chain
function.

Centralisation of
SCM must be
expedited,
improvement of
SCM Internal
controls
Ensure timely
appointment of
SCM officlals.
That the
municlpality reduce
the number of
deviations,
Implementation and
monitoring of
procurement plans.
Appointment of 3-
year tender for
security, legal -
--services and fuel
managément.

The process has started with creation of procurement
commodities and loading bldders as service providers. Staff
and authorisers(managers) have been trained at the
departmental level on how to do requests and authorise on-
line. Challenges have been noted, some service providers
have registered for goods or services they have never
supplied consequently resulting in cancellations and
reissuing of quotation requests,

Centralisation requires redefining the staff roles, such
actlon leads to a review of intemal controls to enable
segregation of duties redefining access to the financial
system.

Finance vacancies had been filled, except the Acquisition
officer position which was created by an upward movement
of the incumbent. The position has been advertised and
closed, awaiting shortlisting scheduled for early April 2024
Efforts are made to reclassify procurement, for Instance,
refunds not to be treated as deviation items and be pald
through standard expense, a service provider database has
been compiled. The database will enzble a shortened
appointment process, service providers will be chosen from
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the database though rotation to. quote for required

services.

e Supply Chain prepares quarterly reports on procurement
plans.

® Security tender is currently running due to expire in August
2024, CPS is currently working on the new SPEC.

* Legal Services — A panel has been appointed covering 3
speciality fields.

¢ Fuel Management, A survey has been to determine, a

sultable system, we are about to draw a SPEC so that we

move to the new system In July 2024

¢ Intensify fixing of internal and external water leakages.
Water losses are caused by a number of reasons, the
following are actions taken.
1. Finance to identify propertles with high consumption.
2. infrastructure, to do house visits tc determine the
cause, In most cases, these are leaks through the clstern
inside the house. The constraint Is avallable budget.

Water losses. (Ratepayers also | Intensify fixing of internal 3. Old meters are also a contributing factor, they do not

observed this issue}) and external water leakages. register the water flowing through, these are also
attended through the infra meter replacement
program.

4. Flnance commissioned a desktop exerclse to establish
meters read in an area, the exercise showed that more
than 90% of the meters were read, a low number of
readings would Imply that less consumed water is
reported hence “High Losses®,

® The municipality has a needs assessment form to be
completed before using a consultant, this is a mandatory
form that AG has asked for during audlts. Going forward this
should be part of SPEC documents. Use of consultants to be
considered in the following context without perpetuating
the current practice.

1. Consultants are used where speciality skills are
required, the contract type (FIDIC/GCC) entered Into
with a service provider, which are considered as to be
protecting both partle’s interests require a dedicated
person to monitor the contract.

2. Furthermore, contract supervision requires dedicated
person to manage the contract.

3. Issues of liability may require certain qualification of the
person supervising the contract which municipal staff
may not have.

4, “Contractual issues, all Thornhill projects are designed
and supervised by Biggen by virtue of the contract
arrangement. '

The use of consultants needs
to be assessed by
management as this Is not
Use of Consultants sustalnable. Workforce must
be upskllled to eliminate
heavy rellance on
consultants.
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(a) 123 (1) (a) Allocations received and mat.le.fo the
munlcipallty.

It should be noted that the municipality’s functionallty depends
largely on grants; (LGSETA, WSIG, EPWP, FMG, MIG, INEG)

{b) Information In relation to the use of aliocations
received;

Unspent grant allocation of R16 676 702. It should be noted that the
municlpality spent 100% of Its MIG.

{c) Informatlon In relation to outstanding debtors and
creditors of the municipality;

{a} Information relating to benefits pald by municipality
and entlty to Counciliors, Directors and officials

{a) Information on the annual
performance reports of the municipaltty;

steps to prevent fruitiess and wasteful expenditures:

allocations have been met and they are fully detalled on the AFS;

It should be noted that there are on-going engagements with
national and provincial departments, but there is a natlonal concern
on growing culture of non-payment by our communlties.

We need effective systems of expenditure control and reasonable

It should be noted that the information has been properly disclosed

and explanations provided are acceptable and conditions of

The performance report has been included In the annual report,
Customer satisfaction surveys was undertaken to check whether the
community is satisfied or not satisfied with the services provided.

(b) Audit reports on performance (section 45, MSA);

(a} Information Technology and systems purchases and the
effectiveness of these systems in the delivery of services
and ensuring compliance with statutory obligations

{a) Timing of reports

performance information.

The municlpality recelved an unqualified audit of oplinion on audit of

For period under review 2022/2023, Information and
Communication Technology provided and supplied ICT equipment’s
e.g., computers, printers and 3Gs. The municipality appointed an IT
Manager. The Unit provided IT systems, user maintenance and
support.

The annual report was tabled In time on the 29 August 2023 and 31
January 2024

{b} Oversight committee or other mechanism

The Municipal Public Accounts Committee was delegated the
responsibility of preparing the oversight report.

(c) Payment of performance bonuses to municipal officlals
(section 57 FMSA)

Two (2} Directorates qualified for performance bonus for the year
under review.

{d) Public consultative meetings

Public comments were solicited as planned from the public.

(e} Annual Report distribution points documented, and
feedback documented

The Annual Report was placed for Inspection at municipal librarles,
halls, a copy was posted on the municipality’s website.

10



OVERSIGHT REPORT 2022/2023
ﬁ .
8. Conclusion ~ ... . - ... N

1. While we have managed to reduce our prior Irregular expendlture balance, it ls however concermng that ltis
still reoccurring.

2. The MPAC commends Council, the Municipal Manager, Directors and all staff of Ndlambe municlpality on
the strides made towards good governance.
3. However, there is great room for improvement with regard to:
* Improvement of key controls to ensure effective financlal management, contract and procurement
management, compliance management and;
© That issues raised by both Internal and external auditors are addressed effectively.

4. The MPAC has pleasure In presenting the Oversight Report to Council to consider the resolutions and then
to be forwarded to the relevant Departments and Provinclal Legislature.

9. Recommendations to Council

COMMITTEE RECOMMENDS, for Councll to resolve on the following:

1. The Council having fully considered the Annual Report of the municipality and representations thereon,
ADOPTS the oversight report.

2. That Council APPROVES the annual report with RESERVATIONS as Included in the comments in the
oversight report in paragraph 6 and Annexure D.

3. That the Annual Report for 2022/2023 be prepared In accordance with MFMA Circular #63 and
recommendations made by the Municipal Public Accounts Committee.

4, That the Council consider the appolntment of an MPAC Coordinator as a resource to the committee.

10. URES ATTACHED

.  ANNEXURE A: Advertisement for public comments
il.  Annexure B: Council resolution on tabling of annual report
iil.  Annexure C: Proof of annual report submission to COGTA
iv.  Annexure D: MPAC minutes where the annual report was discussed (12 and 25 March 2024)
v.  Annexure E- MFMA Circular # 63

Chllrperson
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