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EXPENDITURE SUMMARY
Actual Budget Var Var¥% | Actual Budge
Manth
Vote Account Description Month {Av) Month Month YTD | YTD {4
6051 | COUNCIL O 0 100% -
462 313 -148 3607 3T
6053 | SENIOR MANAGEMENT 338 842 496 -47% | 782 350
156 124 -32 1287 14
6055 | PROJECT MANAGEMENT UNIT 997 811 186 -26% | 006 500
375 301 -73 3271 36!
6057 | MANAGEMENT - OTHER 430 689 741 -24% | 601 122
74 -74 377
6101 | BUDGET & TREASURY 915 915 0% | 164
560 415 -145 3824 4 9¢
65103 | HUMAN RESOURCES 992 142 849 -35% | 630 750
114 152 37 1192 18
6105 | INFORMATION TECHNOLOGY 452 125 672 25% | 587 814
685 481 -Z208 5584 57
6107 | PROPERTY SERVICES 705 576 128 -43% 1 334 685
1240 771 -468 7519 92
6109 | OTHER ADMIN 286 735 551 -61% | 982 905
306 211 -85 2123 25
B111 | FLEET & MACHINERY, ADMIN 202 143 058 -45% | 127 846
203 1762 1559 1911 211!
6113 | ASSETS & SUPPLY CHAIN 609 936 328 88% | 206 237
762 1443 681 3 833 173
6115 | REVENUE 208 S18 710 47% | 793 894
1iC 152 42 1337 18:
6117 | EXPENDITURE 28% 773 485 28% | 709 288
435 353 -82 3272 4 2
65119 | BUDGET & REPORTING 662 506 155 -23% | 153 920
45 63 18 487 7t
6121 | BUDGET & REPORTING 305 718 413 2%% | 475 894
gz 109 17 1056 13
6151 | STRATEGIC PLANNING 341 873 532 16% | 636 5586
170 155 -15 1861 18!
6153 | ECONOMIC DEVELOPMENT 528 006 520 -10% | 574 736
155 122 -33 1315 14
6155 | TOWN MANAGENT 318 136 182 -27% | 079 465
6205 | HEALTH, OTHER 0% -
33 38 4 433 4!
6251 | LIBRARY & ARCHIVES 887 177 281 11% | 231 074
306 342 35 3700 4 1
65255 | COMMUNITY HALLS & FACILITIES 931 429 498 10% | 450 314
104 114 10 1332 13
6267 | CEMETERIES & CREMATORIUMS 751 798 046 9% | 171 450
14 36 21 231 4:
6272 | COMMUNITY, OTHER 547 267 720 60% | 571 370
5275 | SOCIAL, OTHER 0% -
78 78 - 931 g:
6301 | HOUSING 335 051 284 0% | 817 (38
204 222 18 2766 28
6351 | SECURITY SERVICES 050 15 566 8% | 224 386
i1 11 1e
£353 | DISASTER 947 847 100% 573
PUBLIC SAFETY OTHER 0



6357 37 37 879
407 335 =71 4195 40
6401 | SPORT & RECREATION 168 871 297 -21% | 486 086
£455 | ENVIRONMENTAL PROTECTION - - - 0% - i
297 255 -42 2641 30
6501 | SOLID WASTE 480 411 068 -16% | 207 880
138 145 6 1640 17
6551 | SEWERAGE 825 419 594 5% | 037 824
735 591 -144 5364 70
6601 | ROADS 586 555 031 -24% | 235 438
232 246 13 3075 28
6603 | PUBLICTRANSPORT 678 516 838 6% 1 752 894
1012 875 -137 13114 1058
6607 | VFEHICLE TESTING & LICENSING 544 287 257 -16% | 945 200
1 -1 1
6611 | PUBLICSAFETY ANDC 044 - 044 0% | 044
6613 | TRAFFIC LICENSING - - - 0% -
129 173 44 1567 20t
6651 | WATER DISTRIBUTION 466 760 294 25% | 884 067
6655 | WATER, OTHER - - - 0% -
531 215 -316 2462 Z5¢
6707 | ELECTRICITY, OTHER 861 875 086 -146% | 286 407
386 439 52 3375 52
6801 | SPEAKER'S 538 185 46 12% ; €19 358
63 67 4 727 8!
62803 | MAYOR 219 758 539 7% | 318 109
1200 1107 -53 13064 132
6805 | COUNCIL SERVICES 357 052 304 -8% | 867 513
7534 6502 -1031 33 780 78 0.
700 PROJECTS 400 452 908 -16% | 538 721
1466 836 -630 8124 100
750 QPERATIONAL PROGRAMIMES 663 612 051 -75% | 515 326
20 837 19 573 -1 264 146 397 2348
Total expenditure 040 0% 031 -6% | 031 035
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CHAPTER FIVE: AUDITOR GENERAL AUDIT FINDINGS

REPORT OF THE AUDITOR-GENERAL TO PROVINCIAL LEGISLATURE AND THE COUNCIL
ON GREATER GIYANI MUNICIPALITY

REPORT ON THE FINANCIAL STATEMENTS
Infroduction

. Lwas engaged to audit the financial statements of the Greater Giyani Municipalty, set out on
nages ¥ fo xx, which compris the stetement of financial postion as at 30 June 2012, the
siaternents of financial performance, changes in net assets and cash flows for the year then
ended. and the notes, somprising a summery of significant accounting policies and ofner
explanatory information.

Accounting Officer’s responsibility for the financial statements

2. The accounting officer is responsiole for the preparation and fair presentation of these finencia
statements in accordance with the South African Standards of Generally Recognised
Accounting Practice (SA Standards of GRAP) and the requirements of the Municipal Finance
Menagement Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), and the Division of
Revanue Act, 2011 (Act No. 6 of 2011) [DORAJand for such interal control as the acoounting
officer determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error,

Auditor-General's responsibility

3. My responsihilty is to express an opinion on the financial statements based on conducting the
audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA),
the General Nofica issued in terms thereof and Internationa! Standards on Auditing. Because of
the matters described in the Basis for disclaimer of opinion paragraphs, | was Unable to obtain
sufficient appropriate audit evidence to provide & basis for an audit opinion.
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- Basis for disclaimer of opinion

Trade and ofher payables

4. was Unable o obtain suffcient aporopriate auct evidence for the restaiement i the
comesponcing fiures ofrad and oher payables. As deserbed i notes 38, 39, 40 end 42 o g
financal statements, e restatement of R1% 989 514 was made n ordr to recify prior year
misstalements. | was nable fo confim the restatements by atamatve means, Consequenty, |
was unable o delemnine whether any adiusiments fo the rade and other payadies nthe fanc
Stadermants were necassary,

5 Included i he rade and other peyables balance a5 dischossd i noe 910 e fnancid
staements s an amountof R33 180 246 (2011: R31 498 271) owes o the ctit municipally.
Thes hunicinlty couk notprovide e with sufiient approoriae audi avidence o Support s
amount. The muricielfy'srecords it not permit the applicalon of alemative audit proceeles
Conseeuenty, | wes Unable o defemine whether any adstments to the rade and oner
naables n e fnancial statements vere necessary

5. There was no adequate system o ntemal conirolover the bling of walerservies restling n
incomplee or naceurate bling. The munic ahtys records i not pemi e appliation o
oemnafie aucltprocedures b safiy mysef as o e accuracy end complefeness ofveter
rvente ransfemed tothe nfer-muricipal acoountwith Mopen Distict Municpalty
Consequenty, | v unatle o determine whether any adusiments ot trace and e
nayables n he financial satements Were necessar
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Property, Plant and Equipment

7. Iwas unable to obtain sufficient aporopriate audl evidence for the restatement I the
corresponding figura of PPE, As described in note 36 fo the financial statements, the PPE
halance has been restated by RZ 908 529 to rectfy a prior year missiatement. | was unable to
confirm the restatement by alternative means. Consequantly | was unable o defeming whether
any adjustments to the PPE corresponding figure were necessary.

8. The property, plant and equipment (PPE] balence of R187 861 865 (2011: R177 802891}, as
disclosed in note 8 fo the financial statements doss not agrea to the underlying accounting
records and financial statements. The following material misstatements were identied

o Unreconcled difference of R1 521 042 (2011: R14 536 125) befween the Underlying
accounting records and the belance of PPE as disclosed in the financial statemens.

v The reconclliation of work in prograss (WIP) per note 8 is incongistent wih ofher disclosures
within the PPE. An unreconcled difierence of R9 436 255 was identfied befwaen roads
infrastruclure capitalsed in the underlying records and the asset transferred from WIP.
Further, an amount of R2 942 247 transferred from WIP - Industrial bulldings was not
capitalised in the accounting records.

o Unreconclled difference of R9 406 002 betwean the prior year closing WIP of R11 438 664
and the current year opening balance of R20 844 668 as disclosed in note 8 to the financial
statements.

The municipally imposed  imitation on the scopa of my work, s | was nof given vaiid
axplenations and supporﬁng documentation for the aforesaid aiferences. The municipalty's
records did not permitthe appliation of atiermafive audt procedures. Consequently, | was
unable to determine whether any adustments relating to the PPE balance n the firancia
Statements was necessary.
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Irregular expenditure

8. No systam wes in place for the identificalion and recognition of ireqular expenditure and there
were no satistactory aliemative audi procedures that | could perform to obtain reasonable
assurance that all imegular expenditure was proparly recorded. Payments ameunting to R261 338
were madg in confravention of the supply chain management regulations. The amount was not
included n irregular expenditure, disclosed in note 31 to the financial statements. Consequanly, |
Was Unable to obtain sufficient appropriate audt evidence to saisfy myself as to the
completeness of imegular expenditure as disclosed in note 31 to the financial statements
amounting o R4 617 006,

Fruitiess and wasteful expenditure

10, Section 125(2)(d) of the MFMA, requires that the notes to the annual financial stafements of a
municinalty must disclose the particulars of any material fruitless and wasteful expenditure.
Fruitless and wasteful expenditure amounting to R75 868 (2011: R866 201) due fo & duplicate
nayment and inferest and penalties on fate payments hes not been included in the frufless and
wasteful expenditure as disclosed per note 32 {o the financial statements. Consequently | was
unable fo obtain sufficient appropriate svidence to confirm the completeness of the fruitless and
wasteful expenditure of R151 598 (2011:R0) disclosed in note 32 to the financial statements. The
total amount by which fruitiess and wasteful expenditure Is understated could not be quantified.

Cash flow statement

11, Presentation of a cash flow statement, summarising the municipallty's operating, investing and
financing activities, is required by the Standard of Generally Recognised Accounting Practice,
GRAP 2. Cash flow statements. Included in the cash flow statement is an amount of R66 803
457 under cash flows from operating acfiviies and an amotnt of R28 790 890 from investing
activiies for which | identified differences befween the cash flow statement and figlres disclosed
Inthe statement of financial position and performance. Consequently, | did not obtain sufficient
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appropriate audit evidence to satisfy myself as to the accuracy, presentation and completeness
of the amounts included in the cash flow statement,

Cash and cash equivalents

12. During 2011 | was unable to obtain sufficient apprapriate about reconciling items amounting to R1
798 562. The municipality could nat provide an explanation or supporting documentation for the
reconciling items. There were no satisfactory alternative procedures that | could perform to obtain
reasonable assurance on the cash and cash equivalents disciosed in the financial statemenis. My
audit opinion on the financial statements for the pariod ended 30 Juns 2011 was madified
accordingly. My opinion on the current period's financial statements is alse madified because of
the possible effect of this metter on the comparability of the current peried's figures.

13. The municipality did not implement adequate controls to ensure that bank reconciliations ara
prepared and reviewed adsquately o ensure that only valid recongiling items appear on bank
reconcilialion statements. The following misstatements were identified in the cash and cash
equivalent balance disclosed in the financial statements:

s The municipality could not provide sufficient appropriate audit evidence to support old
reconciling ftems totaling R702 947 on the bank reconciliation statemant.

o Further, included in the cash and cash equivalent balance is an amount of R891 837
pertaining to a bank account which has been closed since July 2011, The municipality
could not provide sufficient explanation for this amourt.

Consequently, | could not satisfy myself as to the existence, completeness, valuation and rights
pertaining to cash and cash eguivalents amounting to R81 706 717 (2011: R23 694 244).

Inventory

14. There was no system of control over inventory records on which | could rely for the purpose of
my audit fo obtain reasonable assurance that all inventory additions, issues, fosses and write offs
were properly recorded. There were no satisfactory audit procedures that | could perform to
obtain reasonable assurance that inventary was properly recorded. Consequently, | was unable
to obtain sufficient appropriate audit evidence to safisfy myself as to the valuation,
completeness, allocation and existence of inventory of R312 345 (2011 RE78 175) disclosed in
financial statements,
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ota 5o the fnancial st 39*?&13 ts 15 other

8. Included in constmer recaivables as disclosed net

nciassiied recaivables amounting to R43 788 178 (2011 Red 109 815) for which no stpporting
schedules wese orovided i me for audit. There g alss N0 aocurate records sysiem mantained
by the municipay for cther unclassified debors. The municpality’s records did nct permit te
applicafion of aliemate audt procedures. CORSEQJ*&B fiy, i not oblair sufcien’ appropriate
augi avidence to salisfy myself as fofhe completeness, valuafion, existence, and rights of
consuimar recsivabies amountng fo RE7 885 767 {2011 Re? 956 801}

mpa i
L ]

fJAJ

Infermabond Aacoz.n%-’r&g Standards 33, Finansial Instruments, recognilion and meastreme,
rqukes &n anty o 2s3ess at the end of each reporfing pariod whether fars is any objsciive
avidencs thata i *'iazl asset or group of financial assets e impated. The munazya!i%; did no
assess whether there was objsciive evidance that receivables ars Imparred. The municipalty
nrovided for impaient on al dectors autstanding for more than 12 manths. Fusher, e

provision for doubiiul dedis i id;deb‘ s owiad by government dapartments and sublic snties

c‘,r:
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The municipalty dic not take into account different categories of deblors for the purmoses o
impaiment .

18, The municipalty has long outstanding receivables, the recoveny of which s doubii, bagedl on the
nast payment history of hese debtors. 89% of the outstanding receivable balance at year end has
been provided for as doubiul, howsver, none ofthese oufstanding debts have besn wnffen of or
mpaired. Dus fo the lack of conirol where outstanding depts are not folowed p, including
gqovernment and busingss debts and the non disclosure of age analyss per cateqory of deptors n
terms of A Standards of GRAP ¢, Presentafion of Financial Statements, | cannot reliably determing
the accuracy of the provision of bad dts and the veluaton of recelvables of RET 665 787 (2011
RA1 956 901) disciosed inthe finencial statements

10, Trade and other receivables as disclosed innote 4 to the financial statements includes an amount
due of R3 427 511 (2011 R3 427 511) from the sale of stands, The amount has been
outstanding since 2008 and | was unable o obtain suficient appropriate audi evidence to safsh
myself as o the recoverabity o this amount. The municipiy's records did ot permtne
anplication of alternafive aueft proceduwres. Consequenty, | did not obtain sufficent appropriate
audit evidence fo satisfy mysef s o the valuation, existence, and ights of rade and ofher
recaivables amounting fo R3 475 975 (2011, R3 475.975).

20, The unclassified raceivables disclosed per ageing in note 3 to the financial statements amounting
fo RS 198 987 does not agres {o the total unclassfied deblors per semvice category as disclose
af R43 788 178 wihin the same note number 3. The municipality could not provide an
explanalion or supporting documentation for the dfierence of R33 569 191. | was unable t
confirm fhe amountstated inthe fivancial statements by allemative means, Consequenty [wes
Lmable to determing whether any adjustment relafing to unclassified receivadles in i financi

statements was necessary.
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Revenue

21 There was no system of control over proparty rates revenue on which | could rely for the purpose
of my audit, and there were no satisfactory procedures that | could perform to obtain reasonable
assurance that all property rate revenue was properly recordsd. Consequently, | was unable to
obtain sufficient appropriate audit svidence to satisfy myself as to the completeness and
aocuracy of property rates revenue recognised in the financial statements of R25 652 874 (2010;
R12 916 865).

Value Added Tax [VAT)

22. The municipalty entered into an agency agreement with its district municipality for the provision
of water. As the agent, the municipallty has contrary fo the VAT act, accounted for VAT on the
water transactions, The municinality aiso claimed VAT on non qualifying expenditure and also
claimed the incorract VAT amounts,

23, [was unable to obtain sufficient appropriate audit evidence for the restatemant in the
corrasponding figure of VAT receivable, As described in note 41 to the financial statements, the
restatement of R 19 325 918 was mads to recify a prior year misstatement. . | was unable to
confirm the restatement by aiterative means. Consequently, | was unable to determine whether
any adjustments to the VAT corresponding figure were necessary.

Consequently no sufficient and appropriate audi evidence could be obtained fo confirm the
existance, valuation, completenass and obligations of the VAT payable balance of Ré 059 728
(2011: 4 547 §31)

Accumulated surplus

24, The apaning batance of accumulated surplus for the earliest comparative year has not been
correctly presented in the statemant of changes in net assefs. The carrect amount as per final
orior jeat financial stafements is R161 395 518 but management has spit the amount between
an opening balance of R147 552 480 and a fine ftem called accumulated surplus of R13 843 038
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25. During 2010 | was unable to obtain sufficient appropriate audit evidence about employee related
costs reflected as R14 991 760. | was unzble to confirm the costs by alternative means.
Consequently | was unable to determine whether any adjustments to this amount and retained
garrings were necessary. My audit opinion on the financial statements for the pericd ended 30
June 2011 was modified accerdingly. My cpinion on the current period’s financial statements is
also modified because of the possibie effect of this matter on the comparability of the current
period's figures.

26. | was unable ic obtain sufficient appropriate audit evidence for the restatement in the
correspanding figure of accumulated surplus as disclosed in note 43 to the financial statements.
The opening balance of accumutated surplus for the earliest period presented has been restated
by R1493 303. | was unable to confirm the restatement by alternative means. | was unabie to
determine whether the adjustment to the opening accumuiated surplus corresponding figures
were necessary,

27. | was unable fo obtain sufficient appropriate audit evidence for the restatement in the
corresponding figure of revenue and expenditure items. The total revenue and expenditure as
disclosed in the statement of financial performance has been restated by R1 204 683 and R30
039 574 respectively. | was unable to confirm the restatement by alternative means. | was unable
to determine whether any adjustments to the income and expenditure and retained earnings
corresponding figures were necessary.

Consequently | was unable to obtain sufficient appropriate evidence to satisfy myself as to the
completengss, valuation and allocation of the accumulated surplus batance of R183 562 151 (2011:
135 015 602)

Presentation and disciosure of financial statements

28. SA Standards of GRAP 1, Presentation of financial statements, paragraph .19 (b) and {c) requires
that financial statements should provide information, including accounting nelicies, presented in a
manner which is relevant, reliable, comparable and understandable. In addition, additional
disclosures should be made when compliance with the specific requirements in Standards of
GRAP are insufficient fo enable users to understand the impact of particular transactions, other
events and conditions on the entity's financial position and financial performance. The following
non compliances with regard to GRAP 1 were identified which were inadequate for the fair
presentation of the financial statements:

« Accounting policy note 1.4 states thal infrastructure assets are carried at the revaiued
amount, this is incorrect as these assets are and have since recognition been carried on
the cost model.

s The distinction between exchange and non exchange transactions was not made for
expenditure, receivables, payables and accourting policies

« Budget information as required by GRAP 1 has been disclosed in Appendix E1 to the
financial statements, no reference has been made of this in a note to the financial
statements as required by GRAP.

« Various non compliances with regard to disclosure notes to the financial statements in
terms of GRAR 1 requirements.

o The note to the financial statements with regard to PFE has not distinguished between
fand and buildings as required by GRAP 1.

o international Public Sector Accounting Standard, [PSAS 20, Related party disclosures,
requires related parties and their nature of relationship to be disclosed in the financiai
statements, no evidence of this has baen disclosed.
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o The pension fund amount of R9 328 289, as disclosad in note 33 to the financial
statemants, does not agree fo the balance of R10 068 015 per note 21 to the financl
statemants. The municiality could not explain the differance of R735 726,

« National Treasury withheld an amount of R701 000 from the municipalty's equitable
share allocation. The reasons were given to the municipaliy per lefter dated
16/032012. These reasons have not been disclosed in the annual financial statements
as raquired by the MFMA saction 123(1)(,

Leases

79, SA Standards of GRAP 13, Leases, requires the following disclosures to be made in the notes to
the financial staiements. These have not been disclosed in terms of SA Standards of GRAP 13

o - the tofal of future minimum lease payments under non-cancaliable operafing leases for
sach of the following periods;

O

not later than one year,

[ater han ona year and not ater than five years; and
later than five years;

later than five years

L

or

-

Additional matter
30. | draw atiention to the matter below. My opinion is not modified in respect of this matker
Unaudited supplementary schedules

31, The supplementary infomation set out on pages % to x does not form part of the financial
statements and is presented as addiional information. | have not audited these schedules and,
accordingly, | do not exprass an opinion thereot
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

32 I accordance with the PAA and the General Notioe isstied in terms thereaf, { repart the foliowing
findings relevant to performance against predetermined objectives, compliance with laws and
reguiations and infermal control, but not for the purpose of expressing an opirion.

Predetermined objectives

33. | performed procedires to obtain evidence abou the usefulness and refiabllty of the information
1 the annual performance repart as set out on pages ¥ to x of the annuel report.

%, The reported performance against predefermined objectives was evaluated against the overal
oriteria of usefuiness and reliabilty. The usefulness of information in the annual performance
rapor relafes to whether f s presented in accordence with the National Treasury’s annual
reparting principles and whether the reported performance is consistent with the planned
objectives. The ussfulnass of nformation further relates to whether indicators and fargets are
measurable (1., wel defined, verifiable, specific, measurable and tme bound) and relevani as

required by the Nationa! Treasury Framework for managing programme performance information
(FHPPI)

The reliabilty of the information in respact of the selected programmes Is assessad to determine
whether it adequately reflects the facts (1e. whether it is valid, accurafe and complete).

35. The matenal fndings are as foliows:
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Usefulness of information
Consistency
Reported térgets not consistent with planned targets

36. The MSA, section 41(c) requires hat the integrated development plan should form the basis for
the annua! report, therefore requiring the consistency of objecives, indicators and targels
hetween planning and reporting documents. A total of 72% of the reported targets are not
consistent with the targets as per the approved service dalivery agreement, This was duetoa
lack of review of and monitoring over the accuracy and completenass of reporting documents by
management.

Reported indicators not consistent with nlanned indicators

37 The MSA. section 41(c) requires that the service delivery agresment should form the basis for
the annual report, therefore requiring the consistency of objectives, incicators and targets
hetween planning and reporting documents. A total of 26% of the reported indicators are not
consistent with tha indicators as per the approved service delivery agreement, This was dugtoa
\ack of review of and monitoring over the completeness of reporfing documents by management.

Measurability
Performance Indicators not well defined

38. The National Treasury FMPPI requires that indicators should have clear unambiguous data
definitions so that data 's collecied consistently and is easy to understand and use. A total of
59% of the indicatars relevant io infrastructure development and basic services and financial
viability were not wall defined in that clear, Unambiguous data definitions were not available to
allow for data 10 be collected cansistently. This was due to alack of review of and monitoring
over the completeness of reporting documents by management.

Performance Indicators not verifiable

39, The National Treasury FMPPI requires that it must be possible to validate the processes and
systems that produce the indicator. A total of 89% of the indicators relevant to infrastructure
development and basic services and firancial viability were not verifiable in that valid processes
and systems that produce the information on actuat performance did not exist. This was dug to
the lack of key controls in the relevant systems of collection, collation, verification and storage of
actual performance infarmation.
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Usefulness of information
Consistency
Reported targets nof consistent with planned targets

36. The MSA, section 41(c} requires that the integrated development plan shouid form the basis for
the annual report, therefore requiring the consistency of objectives, indicators and targeis
between planning and reperting documents. A total of 72% of the reported targets are not
consistent with the targets as per the approved service delivery agreement. This was due io &
fack of review of and monitoring over the accuracy and completeness of reporting documents by
management.

Reported indicators not consistent with planned indicators

37. The MSA, section 41(c) requires that the service delivery agresment should form the basis for
the annual report, therefore requiring the consistency of chiectives, indicators and targets
hetween planning and reporting documents. A fotal of 26% of the reported indicators are not
consistent with the indicators as per the approved service delivery agreement. This was dug to a
lack of review of and monitoring over the completeness of reporting documents by management.

Measurability
Performance indicators not well defined

38, The National Treasury FMPPI reguires that indicators shotiid have clear unambiguous data
definitions so that data is collected consistently and is easy to understand and use. A total of
59% of the indicators relevant te infrastructure development and basic services and financial
viability were not well defined in that clear, unambiguous data definitions were not available to
alfow for dafa to be collected consistently. This was due to a lack of review of and monitoring
ovar the completeness of reporting documents by management.

Performance Indicators not verifiable

39. The Netional Treasury FMPP! requires that it must be possible to validate the processss and
systems that produce the indicator. A total of 59% of the indicators relevant to infrastructure
development and basic services and financial viability were not verffiable in that valid processes
and systems that prodice the information on aciual performance did not exist. This was due to
the lack of key controls in the relevant systems of collection, collation, verification and storage of
actual performance information.
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Performance targets not spacific

40. The National Treasury FRPP! requires that performance targets be speciic in clearly identifying
the nalure and required level of parformance. A total of 84% of the fargets relevant fo
infrastructure develooment and basic services and financial viability were not specific In clzarly
identifying the nature and the required leve! of performance. This was dus {c a lack of review of
and monitoring over the completeness of raporting documents by management.

Performance targets not measurable

41. The National Treasury FMPPI requires that performance targets be measurable. The reguirec
performance could not be measured for a ofal of 64% of the targets relevan fo infrastructure
developmeni and basic services and finencial viebiity. This was due fo a jack of ravisw of and
monitoring over the completeness of reporting documents by management.

Performance targets not fime bound

47, Tha National Treasury FMPP! requires that the time period o deadling for delivery be specifiec.
A fotal of 77% of the targets refevant to infrastructure development and basic services and
financia! viahility were not time hound in specifying a time period or geadiing for delivery. This
was due o a lack of review of and monitoring over the completeness of reporting documents by
mananemant
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Presentation
Weasures taken to improve performance not disclosed

43, Improvement measuras in the annual performance report for & fotal of 37% of the planned
targets not achisved ware not disclosed as requirad by section 46 of the MSA. This was due to
inadequate internal policies and procedures over the processes pertaining to the reporting of
nerformance information,

Reliahility of information
Reported performance nof valid

4. The National Treasury FMPP! requires that processes and systems which produce the indicator
should be verifiable. | was unable to obtain all the information and expianations | considered
necessary to safisfy myself as to the validity of the actual reporied performance relevant to 32%
of financial viability. This was due o the institution's records not permitting the application of
alternative audit procedures.

Reported performance not accurate

45, The National Treasury FMPP! requires that the indicator be accurate enough for its infended use
and respond fo changes in the level of performance. | was unable to obtain all the information and
explanations | considered necessary to satisfy myself as to the accuracy of the actual reported
performance relevant to 32% of financial viabilty. This was due to the institution’s records not
permitting the application of alternative audit procedures,

Reported performance not complste

48. The National Treasury FMPPI requires that documentation addressing the systems and
processes for identifying, collecting, collating, verifying and storing infermation be propery
maintained. [ was unable to obtain all the information and explanations | considered necessary to
satisfy myself as 1o the complatensss of the actual reported performance relgvant to 32% of
financial viability. This was due to the institution’s records not permitting the application of
alternative audit procedures.
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Additional matter

| draw attention to the matter below. This matier does not have an impact on the predetermined
objectives audi findings reporied above.

Achievement of planned targets

47. Of the total number of 82 planned targets, only 49 targets were achieved during the yaar under
review. This represents 40% of total planned targets that were nof achisved during the year unde
review, This was mainly dus fo the fact that indicators and targets were not suitably daveloped
during the strategic planning process

Compliance with laws and regulations

48, | performed procedures fo cbtain evidence that the entity has complied with applicable laws and
regulations regarding financial matters, financial management and other ralated matters. My
findings on material non-compliance with specific matiers in key applicablz iaws and reguiations
as set out in the General Notice issued in terms of the PAA are as foliows:

Annual financial staiements, performance and annual report

49, The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requiraments of section 122 of the MFMA. Material misstatements identified

al
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oy the atcitors in the submitted financiel statements were not adequately corrected, which
resulted in the financial statements recaiving & disclaimer of opinion.

50. The annual performance report for the yaar under review does not include & comparison with the
previous financial year and measures taken to improve performance, as required by section
46(1)(c) of the MSA.

Procurement and confract management

51, Goods and services with a transaction value of below R200 000 were procured without obtaining

\

the required price quotations as required by SCM regulation 17(a) & (c).
Expenditure management

52. Money owing by the municipality was not aiways paid within 30 days of receiving an invoice or
statement, as required by section 65(2)(e) of the Municipal Finance Management Act

53, The accounting officer did not take efiective steps to prevent iregular expenditure and fruitless
and wasteful expenditure, as required by section 62(1) (d) of the MFMA,

54, An effective system of expenditure control, including procedures for the approval, authorisation,
withdrawa! and payment of funds, was not in place as required by section 85(2)(2) of the MFMA.

Human Resource Management and compensation

55, The competencies of financial and supply chain management officials were nof assessed
promptly in order to idenify and address gaps in competency levels as raquired by the Municipal
Regulations on Minimum Compatency Levels regulation 13.

Revenue management

56, An adequate management, accounting and information system was not in place which accounted
for debtors, as required by section 64(2)(e) of the MFMA,

Liability management

57 A management, accounting and information system which adequately accounts for liabiities was
not in place, as required by section 83(2)(a) of the MFMA,

58, An effective system of infermal control for fiabiiies (including a liability register) was notin piace.
as required by section 83(2)(c) of the MFMA.
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internal Audit

59. The intermal auditunitdic ot funclion & required by section 185(2) of the MFWA, in that t o
not advis the accounfing offcer and report to the audi commities on meatters relafing o
accounfing procedures and practices, isk and risk menagement, 0ss coniol,

B0, The internal audit unit did not subrmitied quarierly reports on their audits to the municipal manager
and the performance audit committee, as required by Municinel Pianning and Periormance
Wanagsment Regulation 14{7)(c).

Audit committes

51, The audt committse dld not review the annual financial statements {o provide the councl with an
authoritative and credinie view of the financial posiion of the entiy, s efficiency and
effoctiveness and fs overalllevel of compliance wih the MFMA, DoRA, as required by seclian
18612)(b) of fhe MFMA.

INTERNAL CONTROL

). considered internal contro relevant fo my audi of the financlal statements, performance repor
and compliance vih aws and requlatons. The mafters reported below under the fundamentals of
internalcontel ars it o he signifiant deficiencies that resufed n the bass fo disclaimer of

sel of gusrsign responsidty regerding
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envd exiarna aulitwerz not addressed, hence e s 3 shaliy R
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Financial and performance management

84. A lack of technical knowledge in the finance section with regard to new accounting standards and
legislation in the municipality to adequately parform their functions, such as regular confirmation,
existence and reconciliation of assets, water relaed transactions, property rates revenusg, bank
reconciliations, completeness of fruitless and iregular expenditure and implementing accounting
ouidslines and standards together with adharence to the requirsments of laws and reguiations
rasulted in the opinion received on the submitied financial statements and reported performance
against predetermined objectives.

65. There is no monitoring of, and controls within the parformance management process {c ensure
parformance againg! predetermined objectives are useiul and reliable.

(Governance

68. Management ineffectiveness in implementing recommendations from intemal and external audit
did not enable the audit commitiee to promote accountability and service defivery through
evaluating and monitoring responses to risks and providing oversight over the effectiveness of the:
internal contro! environment, including financial and performance reporting and compliance with
laws and regulations.
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Polokwana
30 Novamber 2012
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