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Management report of Lesedi Local Municipality

DRAFT MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON THE AUDIT OF THE
LESEDI LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2014
INTRODUCTION
1. Our responsibility is to:


express an opinion on the financial statements



express a conclusion in the management report on the usefulness and reliability of the
reported performance information for selected programmes, and report the material
findings in the auditor’s report



report on material findings relating to compliance with specific requirements in key
applicable legislation, as set out in the general notice issued in terms of the Public Audit
Act, 2004 (Act No. 25 of 2004) (PAA).

Our engagement letter sets out our responsibilities and those of the accounting officer in
detail.
2. This management report includes audit findings arising from the audit of the financial
statements, reporting on predetermined objectives and compliance with legislation for the year
ended 30 June 2014. These findings were communicated to management, and the report also
details management’s response to these findings. The report furthermore includes information
on the internal control deficiencies that we identified as the root causes of the matters
reported. Addressing these deficiencies will help to improve the audit outcome.
3. The management report consists of an executive summary and annexures containing the
detailed audit findings.
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EXECUTIVE SUMMARY
SECTION 1: Interactions with stakeholders responsible for oversight and governance
4. During the audit cycle, we met with the following key stakeholders who are responsible for
oversight and governance to communicate matters relating to the audit outcome of the
municipality:
5. Meetings were conducted with management as detailed in table 1 below:
Table 1: Summary of meetings, purpose and impact thereof
Key
stakeholder

Date

19 March 2014

Debriefing of the 12/13 audit
outcome and also shared status
of key controls and improvement
needed for assurance.

Assessment and impact of the
interaction
The interaction went well and the
Executive Mayor has committed to
continually work towards implementing
action plans to attain a clean audit.

29 July 2014

Discussion of the key controls
outcomes with the Executive
Mayor of the municipality.

The Executive Mayor acknowledged and
appreciated our feedback on their 4th
quarter key controls assessment.

Progress made against the
commitments

Detailed discussions of their
commitments made on their 4th quarter
were discussed, and feedback was given
on each commitment.

19 March 2014

Held the debriefing session with
both the Municipal Manager and
the main objective of the session
was to discuss the 2012/13 audit
outcome and also obtained
commitment from management.

The Municipal Manager is continuously
committed to make sure that the
municipality work towards achieving
clean audit in 2014.

21 May 2014

Quarterly meeting with the MM
on progress made in addressing
audit issues and planning the
upcoming audit.

26 June 2014

Progress on the implementation
of the OPCA Action Plan
(matters addressed and matters
outstanding on the Audit Report
and Management Letter)

The MM highlighted progress made since
our last meeting and the challenges
experienced. The MM is committed to
improving the AoPO outcomes. They
have also managed to fill key vacancy
positions.
The MM highlighted progress made since
our last meeting and the challenges
experienced.

19 March 2014

Debriefing of the 12/13 audit
outcome and also shared status
of key controls and improvement
needed for assurance.

The interaction went well, however the
chairperson indicated that he does not
get full support form administrative
leadership.

26 October 2014

Progress of audits, expected
completion date and any
other challenges

It went well. Based on discussion with the
MPAC chair resolutions were not passed
because did not provide information
which allows them to exercise their
oversight responsibility.

21 May 2014

Discussion of the financial and
non-financial report for the
quarter.

Members of the audit committee
indicated that they were little bit concern
when the YTD collection of revenue

Mayor

Accounting
officer

Municipal
Public Accounts
Committee
(MPACs)

Audit committee

Purpose of interaction
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28 August 2014

Presentation of the annual
financial statement to the audit
committee

The annual performance report was not
presented to the audit committee for
review

6. At these meetings commitments were made to implement initiatives that can improve the audit
outcomes as well as enhance the status of internal control environment. The commitments
given and the progress of previous commitments are included in part F of section 2, which
deals with the assessment of assurance providers.
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SECTION 2: MATTERS RELATING TO THE AUDITOR’S REPORT
PART A – MISSTATEMENTS IN THE FINANCIAL STATEMENTS
7. We identified material misstatements in the financial statements during the audit. These misstatements were not prevented or detected by the
municipality’s system of internal control. Some of these material misstatements also constitute non-compliance with section 122 of the MFMA.
Table 2: List of material misstatements
Material misstatement
Finding

Financial statement
item

Occurred in prior
year

Impact

Impact

R
current year

R
prior year

Material misstatements corrected
Cash Flow Statement
Cash Flow Statement

Misstatements of Cash flow from operating activities
Incorrect calculation of cash flow from investing activities

No
No

113 672 921
106 409 038

None
None

Receivables

Difference between the debtors listing and the annual
financial statements
Traffic fines
Incorrect tariffs used for service charge billing
Incorrect classification of Property Plant and Equipment

Yes

12 390 783

46 103 368

No
No
No

3 888 441
13 513 810
14 023 978

None
None
None

Lease Commitments not disclosed

No

4 803 896

None

Revenue
Revenue
Property, plant and
equipment

Lease Commitment
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PART B – MATTERS TO BE BROUGHT TO THE ATTENTION OF THE USERS
EMPHASIS OF MATTER PARAGRAPHS
8. The following emphasis of matter paragraphs will be included in our auditor’s report to draw the
users’ attention to matters presented or disclosed in the financial statements:
Restatement of corresponding figures
9. As disclosed in note 42 to the financial statements, the corresponding figures for 30 June 2013
have been restated as a result of various errors discovered during the year ended 30 June
2014.
Material losses
10. As disclosed in note 53 to the financial statements, material losses amounting to R21 523 139
(2012-13: R30 299 367) were incurred as a result of electricity distribution losses which
represent 14% (2012-13: 20%) of total electricity purchased. The total technical losses of
electricity amounted to R2 787 634 (2012-13: R1 696 795). Non-technical losses amounted to
R18 735 505 (2012-13: R28 602 572) and are due to theft, tampering and faulty meters.
Material Impairments
11. As disclosed in note 12, trade and other receivables were significantly impaired as the
recoverability of these amounts is doubtful. The impairment of receivables amount
R286 347 662 (2013-13: R239 246 256), which represents 82% of consumer debtors.
ADDITIONAL MATTER PARAGRAPHS
12. The following additional matter paragraphs will be included in our auditor’s report to draw the
users’ attention to matters regarding the audit, the auditor’s responsibilities, and the auditor’s
report:
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PART C – CONCLUSIONS ON REPORTED INFORMATION RELATING TO THE
PERFORMANCE OF THE MUNICIPALITY AGAINST PREDETERMINED OBJECTIVES
13. Included below are our conclusions on the reported performance information for selected
programmes presented in the annual performance report.
REPORT ON PREDETERMINED OBJECTIVES
Introduction
14. We have audited the submitted reported performance information for the following selected
programmes presented in the annual performance report of the department for the year ended
30 June 2014:


Programme 1 – Basic Service Delivery

pp. x - x



Programme 3 – Local Economic Development

pp. x - x



Programme 5 – Good Governance

pp. x - x

The accounting officer’s responsibilities
15. The accounting officer is responsible for the preparation of the annual performance report in
accordance with the identified performance management and reporting framework, as defined
in paragraph 6 of the general notice issued in terms of the PAA. This framework deals with the
planning, management, monitoring and reporting of performance against predetermined
objectives. The accounting officer is also responsible for internal controls determined by
management as necessary to enable the preparation of an annual performance report that is
useful and reliable.
Auditor-general’s responsibilities
16. As required by sections 4 and 20 of the PAA, read with the general notice issued in terms
thereof, our responsibility is to express reasonable assurance conclusions on the reported
performance information for the selected programmes presented in the annual performance
report.
17. We conducted our audit in accordance with the International Standard on Assurance
Engagements (ISAE) 3000: Assurance engagements other than audits or reviews of historical
financial information.
18. We will report on whether we have received all the information and explanations required to
conduct the engagement, or if we became aware of additional information, the omission of
which may result in the reported performance information being materially misstated or
misleading.
19. We evaluated the submitted reported performance information against the overall criteria of
usefulness and reliability.
20. We evaluated the usefulness of the reported performance information to determine whether it
was presented in accordance with the National Treasury’s annual reporting principles and
whether the reported performance was consistent with the planned programmes or objectives.
We further performed tests to determine whether indicators and targets were well defined,
verifiable, specific, measurable, time bound and relevant.
21. We assessed the reliability of the reported performance information to determine whether it
was valid, accurate and complete.
22. During the audit, we performed procedures to obtain audit evidence about the usefulness and
reliability of the reported performance information. The procedures selected depend on the
8
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auditor’s judgement, including our assessment of the risks of material misstatement of the
annual performance report. Because of the test nature and other inherent limitations of an
audit, together with the inherent limitations of internal control, there is an unavoidable risk that
we may not detect some misstatements, even material ones, even though we properly planned
and performed the audit in accordance with ISAE 3000. The procedures performed include the
following:


Understanding and testing the internal policies, procedures and controls relating to the
management of, and reporting on, performance information.



Evaluating and testing the processes, systems and controls and reviewing the
documentation maintained at the municipality that support the generation, collation,
aggregation, monitoring and reporting of the performance indicators and targets.



Evaluating, testing and confirming the usefulness of planned and reported performance
information in accordance with the identified performance management and reporting
framework.



Conducting detailed audit testing and obtaining sufficient appropriate audit evidence to
verify the reliability of the reported performance information in terms of its validity,
accuracy and completeness.

23. We believe that the evidence obtained from the work performed provides an appropriate basis
for the reasonable assurance conclusions on the usefulness and reliability of the reported
performance information expressed below.
Summary of audit conclusions
24. The following is a summary of our conclusions on the usefulness and reliability of the reported
performance information.
Selected programme
Programme 1: Basic Service Delivery
Programme 3: Local Economic Development
Programme 5: Good Governance

Usefulness

Reliability

Qualified

Qualified

Unqualified

Qualified

Qualified

Qualified

Programme 1 – Basic Service Delivery
Basis for qualified conclusion on usefulness and reliability
Basis 1 – Consistency of targets
25. The Municipal Systems Act (MSA), section 41(c) requires the integrated development plan
(IDP) to form the basis for the annual report, therefore requiring consistency of objectives,
indicators and targets between planning and reporting documents. We identified material
inconsistencies between the reported objectives, indicators and targets and those in the
approved IDP and service delivery and budget implementation plan (SDBIP). A total of 27% of
objectives, 26% of indicators and 24% of targets in the annual performance report were not
consistent with those in the IDP and SDBIP. This was due to due to lack of standard processes
to ensure to ensure that changes to the SDBIP were incorporated in the performance report.
Basis 2 – Reliability of reported performance information
26. The FMPPI requires type of auditee to have appropriate systems to collect, collate, verify and
store performance information to ensure valid, accurate and complete reporting of actual
9
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achievements against planned objectives, indicators and targets. The reported performance
information was not valid, accurate and complete when compared to the source information or
evidence provided. This was due to a lack of standard operating procedures for the accurate
recording of actual achievements and a lack of technical indicator descriptions for the accurate
measurement, recording and monitoring of performance.
Qualified conclusion on usefulness and reliability
27. In our opinion, except for the effect of the matter described in the basis for qualified conclusion
paragraph, the reported performance information for performance objective 1: Basic Service
Delivery, presented in the annual performance report is useful and reliable, in all material
respects, in accordance with the identified performance management and reporting framework.
Programme 3 – Local Economic Development
Basis for qualified conclusion on reliability
Basis 1 – Reliability of reported performance information
28. The FMPPI requires type of auditee to have appropriate systems to collect, collate, verify and
store performance information to ensure valid, accurate and complete reporting of actual
achievements against planned objectives, indicators and targets. The reported performance
information was not valid, accurate and complete when compared to the source information or
evidence provided. This was due to a lack of standard operating procedures for the accurate
recording of actual achievements and a lack of technical indicator descriptions for the accurate
measurement, recording and monitoring of performance.
Qualified conclusion on reliability
29. In our opinion, except for the effect of the matter described in the basis for qualified conclusion
paragraph, the reported performance information for performance objective 3: Local Economic
Development, presented in the annual performance report is useful and reliable, in all material
respects, in accordance with the identified performance management and reporting framework.
Programme 5 – Good Governance
Basis for qualified conclusion on usefulness and reliability
Basis 1 – Consistency of objectives, indicators and targets
30. The Municipal Systems Act (MSA), section 41(c) requires the integrated development plan
(IDP) to form the basis for the annual report, therefore requiring consistency of objectives,
indicators and targets between planning and reporting documents. We identified material
inconsistencies between the reported objectives, indicators and targets and those in the
approved IDP and service delivery and budget implementation plan (SDBIP). A total of 47% of
objectives, 22% of indicators and 33% of targets in the annual performance report were not
consistent with those in the IDP and SDBIP. This was due to due to lack of standard processes
to ensure to ensure that changes to the SDBIP were incorporated in the performance report.
Basis 2 – Reliability of reported performance information
31. The FMPPI requires type of auditee to have appropriate systems to collect, collate, verify and
store performance information to ensure valid, accurate and complete reporting of actual
achievements against planned objectives, indicators and targets. The reported performance
information was not valid, accurate and complete when compared to the source information or
evidence provided. This was due to a lack of standard operating procedures for the accurate
recording of actual achievements and a lack of technical indicator descriptions for the accurate
measurement, recording and monitoring of performance.
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Qualified conclusion on usefulness and reliability
32. In our opinion, except for the effect of the matter described in the basis for qualified conclusion
paragraph, the reported performance information for performance objective 5: Good
Governance, presented in the annual performance report is useful and reliable, in all material
respects, in accordance with the identified performance management and reporting framework.
Additional matters
We draw attention to the following matters. Our conclusions are not modified in respect of these
matters:
Achievement of planned targets
33. Refer to the annual performance report on pages xx to xx for information on the achievement of
planned targets for the year. This information should be considered in the context of the
material finding on the usefulness of the reported performance information in paragraph 24 to
32 of this report
Adjustment of material misstatements
34. I identified material misstatements in the annual performance report submitted for auditing of
the reported performance information for performance programme 1: Basic service delivery,
programme 3: Local economic development and programme 5: Good governance. As
management subsequently corrected only some of the misstatements, I raised material
findings on the usefulness and reliability of the reported performance information
Audit findings in auditor’s report
35. We will report all the audit findings included under the basis for conclusion and additional
matter sections of this report in the auditor’s report.
PART D – FINDINGS ON NON-COMPLIANCE WITH LEGISLATION
36. Included below are material findings on non-compliance with specific requirements in key
applicable legislation.
Annual financial statements
37. The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122 of the MFMA. Material misstatements of
revenue, receivables, lease commitment, assets and payables identified by the auditors were
subsequently corrected, resulting in the financial statements receiving an unqualified audit
opinion.
Audit committee
38. The performance audit committee did not submit, at least twice during the financial year, an
audit report on the review of the performance management system to the council, as required
by Municipal planning and performance management regulation 14(4)(a)(iii).
PART E – INTERNAL CONTROL
IMPLEMENTATION OF THE DRIVERS OF INTERNAL CONTROL
39. Below is our assessment of the implementation of the drivers of internal control, based on
significant deficiencies identified during our audit of the financial statements, the performance
report and compliance with legislation. Significant deficiencies occur when internal controls do
not exist, are not appropriately designed to address the risk, or are not implemented, which
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either had or could cause the financial statements or the annual performance report to be
materially misstated and material instances of non-compliance with legislation to occur.
40. When the required preventative or detective controls are in place, it is assessed with a
;
when progress on the implementation of such controls was made but improvement is still
required or where actions taken are not sustainable, it is assessed with a
; while
indicates that internal controls are not in place and intervention is required to design and
implement appropriate controls. The movement in the status of the drivers from the previous
year-end to the current year-end is indicated collectively for each of the three audit dimensions
(namely financial statements, performance reporting, and compliance with legislation) under
the three fundamentals of internal control (namely leadership, financial and performance
management, and governance), with

(improved),

(unchanged) or

(regressed).

Table 3: Assessment of the drivers of internal control
Financial
statements
Current
year

Prior
year

Performance
reporting
Current
year

Prior
year

Compliance with
legislation
Current
year

Prior year

Leadership
Overall movement from previous
assessment
• Provide effective leadership based on a
culture of honesty, ethical business
practices and good governance, protecting
and enhancing the best interests of the
entity
• Exercise oversight responsibility regarding
financial and performance reporting and
compliance as well as related internal
controls
• Implement effective human resource
management to ensure that adequate and
sufficiently skilled resources are in place
and that performance is monitored
• Establish and communicate policies and
procedures to enable and support the
understanding and execution of internal
control objectives, processes and
responsibilities
• Develop and monitor the implementation of
action plans to address internal control
deficiencies
• Establish an information technology
governance framework that supports and
enables the business, delivers value and
improves performance

Financial and performance management
Overall movement from previous
assessment
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Financial
statements
Current
year

Prior
year

Performance
reporting
Current
year

Prior
year

Compliance with
legislation
Current
year

Prior year

• Implement proper record keeping in a
timely manner to ensure that complete,
relevant and accurate information is
accessible and available to support
financial and performance reporting
• Implement controls over daily and monthly
processing and reconciling of transactions
• Prepare regular, accurate and

complete financial and performance
reports that are supported and
evidenced by reliable information
• Review and monitor compliance with
applicable legislation
• Design and implement formal controls
over information technology systems to
ensure the reliability of the systems
and the availability, accuracy and
protection of information
Governance
Overall movement from previous
assessment
• Implement appropriate risk
management activities to ensure that
regular risk assessments, including the
consideration of information
technology risks and fraud prevention,
are conducted and that a risk strategy
to address the risks is developed and
monitored
• Ensure that there is an adequately
resourced and functioning internal
audit unit that identifies internal control
deficiencies and recommends
corrective action effectively
• Ensure that the audit committee
promotes accountability and service
delivery through evaluating and
monitoring responses to risks and
overseeing the effectiveness of the
internal control environment, including
financial and performance reporting
and compliance with legislation

41. The figure below provides the overall status of the drivers of key controls.
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Figure 1: Summary of the status of driver of internal controls

Status of drivers of key controls
Financial and
performance
management
Proper record
keeping
Processing and
reconciliation controls

Leadership
Effective
leadership
Oversight
responsibility
HR
management
Policies and
procedures

Reporting

Governance
Risk management
Internal audit
Audit committee

Compliance
IT
system controls

Action plans
IT Governance

Improved

Unchanged

Good
Improvement

Regressed

Concerning
Unchanged

Intervention required

Regression

LEADERSHIP
Effective leadership
42. As we reflect on the integrity and ethical values of leadership, and on what measures have
been put in place to set an ethical tone throughout the municipality, we were concerned about
the reliability and credibility of the financial reports provided to support revenue, receivables,
lease commitments and property plant and equipment and the timely manner in which the
accounting officer had addressed the control deficiencies.
43. Internal controls regarding transaction processing and the accounting for the validity, accuracy
and completeness of transactions needs enhancement to ensure that the misstatements
identified do not recur.
Oversight responsibility
44. Leadership did not monitor compliance with key laws and regulations in relation to Treasury
Regulation
45. The management did not effectively review the financial statement prior to the submission to
the auditors and thus the following material matters were not identified and corrected:





Revenue
Receivables
Lease commitment
Property, plant and equipment
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 Fruitless and wasteful expenditure
46. Leadership did not effectively review the annual performance report prior to the submission to
the auditors and as a result we identified material misstatements in the submitted annual
performance report, of which the municipality had subsequently corrected only some of the
identified misstatements.
47. It is recommended that the accounting officer reviews and signs off on the annual performance
report to ensure that credible and reliable information is submitted for audit.
Human resource management
48. An assessment of human resource management has identified the following deficiencies:
 New employees not undergoing the vetting process
 Prior approval not obtained on overtime worked
 Overtime exceeding 40 hours per month
 Prior approval not obtained before leave was taken
Action plans to address internal control deficiencies
49. Management must continue addressing internal and external audit findings on financial
statements, predetermined objectives and compliance. The internal audit must provide
assurance to audit committee of the progress made in resolving the findings. This is a concern,
as the matter has been raised previously.
Information technology governance framework
50. The assessment was based on the design of the IT governance framework which was
approved by cabinet in December 2012. However, as per circular 9 of 2014, the current
Corporate Governance of ICT Policy Framework must be adapted in consultation with
provinces and municipalities. A task team was established by national COGTA, the team is
looking at how and when the IT Governance framework can be implemented in different types
of municipalities and municipal entities. This will be done during 2014/2015 financial year for
finalization and approval. The implementation testing will be done in the next financial year.
FINANCIAL AND PERFORMANCE MANAGEMENT
Daily and monthly processing and reconciling of transactions
51. Management did not implement the following daily and monthly controls as designed for the
department’s business processes:



Monthly reconciliations of the asset register not performed
Differences identified between the debtors age analysis and the annual financial statements

Regular, accurate and complete financial and performance reports
52. As indicated in section 2, part A of this report, the financial statements contained numerous
misstatements. This was mainly due to management not appropriately applying the
requirements of the financial reporting framework and inadequate reviews of the annual
financial statements.
53. The municipality did not maintain an adequate and complete rental register.
Compliance monitoring
54. Management did not review and monitor compliance with MFMA and supply chain
management regulations.
55. Management did not perform a full physical assets verification at year end
15
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Information technology systems
56. Formal procedures to manage user modifications, terminations and password resets were not
developed. Further the review of user access rights on systems to ensure that it commensurate
with their job responsibilities was not performed. To further increase the risk administrator
activities were also not reviewed.
57. Formal backup strategies to govern the backup of information within the municipality were not
developed. In addition, the disaster recovery plan was not tested during the period under
review.
58. Due to lack of resources the IT function was outsourced until July 2013 and proper IT controls
were not implemented or monitored.
GOVERNANCE
Risk management activities and risk strategy
59. Accounting officer did not effectively manage and respond to the risks faced by the department.
Consequently, the following control deficiencies were identified
 Supply chain management deficiencies
 Human resource findings
 Findings pertaining to the fair presentation of the financial statements
 Findings pertaining to predetermined objectives
Internal audit
60. Internal audit did not perform timeous follow-up audits on implementation of internal and
external audit recommendation to address prior year audit findings and as a result there
recurring findings.
Audit committee
61. The audit committee did not review the annual performance report. Implementation of external
audit findings arising in the prior years, including internal control deficiencies, was not
adequately monitored and as a result, there were recurring findings.
62. It is recommended that the audit committee request the financial and performance report at
year end for review and input before submission to the external audit.
63. It is further recommended that the audit committee submit at least twice during the financial
year, an audit report on the review of the performance management system to the council.
SUMMARY OF INTERNAL CONTROL DEFFICIENCIES AND THEIR IMPACT
64. Summary of all the audit findings are detailed on the table 4 below per focus area:
Table 4: Summary of audit findings
Classification of findings

Audit report findings

Explanation

Findings with material impact
and reported on the audit
report as a result of the

Number of findings per key
audit areas
Area
Number
Financial

0

PDO

2

16

Management report of Lesedi Local Municipality

significant weaknesses in
internal control systems.

Important management
report findings – these
should be addressed
within the next 12 months

These are other important
matters related findings
resulting from the
weaknesses in internal
control reported on the
management report.

Compliance

2

IT

0

Financial

8

PDO

3

Compliance

13

IT

8

65. In assisting administrative leadership with addressing the control weaknesses identified during
the audit, the key root causes of the findings and comments on their status are detailed in the
table below:
Table 5: Summary of identified root causes

Transversal root causes
N
o.

1

2

3

Root cause
Accounting officer not
moving quickly in
addressing root causes
and action plans (slow
response)
Policies and procedures
for poor performance
and transgressions not
put into practice
(consequences)
Vacancies resulting in
instability in key
positions

Improved

Unchanged

Yes/No

Movement

Yes

Yes

No

Comment on the status of the root cause
In progress. We still reported a lot recurring
findings

In progress. We still reported recurring
findings on non-compliance with laws and
regulations, predetermined objectives,
human resource management and finance.

Implemented. Leadership has appointed all
key management personnel.

Regressed

66. The matters detailed in the preceding paragraphs, graphic and tables above, as they relate to
the findings on the annual performance report and findings on non-compliance with legislation,
are summarised in the auditor's report as follows:
Leadership
67. The accounting officer did not exercise adequate oversight responsibility regarding financial
and performance reporting and compliance as well as related internal controls and as a result
there were significant findings on the financial statements, and the performance information
17
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Financial and performance management
68. Management did not adequately review the financial statements and information supporting
disclosure notes and the performance report for completeness, validity and accuracy prior to
their submission for audit.
69. Management did not adequately review and monitor compliance with the MFMA.
Governance
70. Accounting officer did not effectively manage and respond to the emerging risks of the
municipality.
PART F – ASSESSMENT OF ASSURANCE PROVIDERS
71. The annual report is used to report on the financial position of auditees, their performance
against predetermined objectives and overall governance, and one of the important oversight
functions of councils is to consider auditees’ annual reports. To perform their oversight
function, they need assurance that the information in the annual report is credible. To this end,
the annual report also includes our auditor’s report, which provides assurance on the credibility
of the financial statements and the annual performance report as well as on the auditee’s
compliance with legislation.
72. Our reporting and the oversight processes reflect on past events, as it takes place after the end
of the financial year. However, management, the leadership and those charged with
governance contribute throughout the year to the credibility of financial and performance
information and compliance with legislation by ensuring that adequate internal controls are
implemented.
73. We assess the level of assurance provided by these assurance providers based on the status
of internal controls as reported in part E of section 2 and the impact of the different role players
on these controls. We provide our assessment for this audit cycle below.
Figure 2: Assessment of assurance providers
Key role player

Assurance levels

Senior Management

Provide some assurance

Municipal Manager

Provide some assurance

Mayor

Provide some assurance

Internal audit

Provide some assurance

Audit committee

Provide some assurance

Cogta

Provide some assurance

Provincial treasury

Provide some assurance

Municipal public accounts committee

Provide some assurance

Municipal council

Provide some assurance

The following are the reasons for the assessed assurance levels
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Senior Management
74. Although Senior Management was actively involved in the running of the operations of Lesedi,
the level of assurance provided was assessed as limited due to the prior year action plan to
address audit findings not being implemented timeously, more specifically to predetermined
objectives, assets, receivables and compliance. We identified recurring findings on assets
management and document management within the supply chain management division did not
improve with the result that there was still irregular expenditure identified in the current year.
Municipal Manager
75. The assurance provided by the municipal manager was limited due to the prior year action plan
to address audit findings not being implemented timeously, more specifically to predetermined
objectives, assets, receivables and compliance.
Mayor
76. Although there were commitments by the Mayor to monitor on a quarterly basis the progress
made in attaining clean audits as set out in the IDP and performance plan, the commitment did
not yield the desired results .The following serve as the reason for limited assurance
assessment
 The document management processes aimed preventing and detecting non-compliance
with laws and regulations has not improved.
 There are also concerns regarding the enhancement of risk management and internal
control processes regarding compliance with laws and regulations.
Internal Audit
77. Internal audit of Lesedi did not perform timeous follow-up audits on implementation of internal
and external audit recommendation to address prior year audit findings and as a result there
were recurring findings.
Audit committee
78. The audit committee did not review the annual performance report. Implementation of external
audit findings arising in the prior years, including internal control deficiencies, was not
adequately monitored and as a result, there were recurring findings.
Co-ordinating
79. Provincial Treasury and COGTA did not adequately exercise oversight responsibility to ensure
that the municipality implement both internal and external audit recommendations to address
prior year audit findings and as a result there were recurring findings.
MPAC
80. Municipal public account committee of Lesedi did not adequately exercise oversight
responsibility to ensure that the municipality move towards achieving clean administration.
Municipal council
81. Council has set a clean audit target for Lesedi for the 2014 financial year end. The Municipal
Manager is interrogated during the council meetings regarding the progress made towards
attaining clean audit opinions.
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82. While there is no specific agenda item that deals with clean audit, through the interrogation of
oversight reports there is evidence that clean administration is the priority of the municipality.
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STATUS OF IMPLEMENTATION OF COMMITMENTS AND RECOMMENDATIONS
83. Below is our assessment of the progress in implementing the commitments made by key role players to address prior and current year audit
findings.
Table 6: Status of implementation of commitments and recommendations
Key role

Initiatives and commitments made

Focus area targeted

Progress made with implementing

Impact of initiatives and

players

in prior year

by commitment

commitments given

commitments on audit outcomes

Prior year commitments
Quarterly meetings with the AGSA
on the effectiveness of the internal
controls over the quality of the

Financial/PDOs

In progress. The Mayor has availed
herself quarterly to meet with AG.

Limited impact on audit outcome.

financial statements and PDOs
To commit to holding the accounting
officer accountable for monitoring of

Mayor

timeous implementation of basic
controls around financial reporting,

All

In progress. The MM reports to the
Mayor on a weekly basis on
implementation of commitments on
their dashboard report.

Limited impact on audit outcome.

compliance and reporting on predetermined objectives.
To meet with the chairperson of the
audit committee on a quarterly basis
to discuss internal audit units and the

Not yet implemented. This action has

assurance they provide on the
effectiveness of internal controls, as

not been fully implemented as the
chairperson of the audit committee did

All

well as the quality and credibility of

not meet the executive mayor on a

financial reports and progress made
on implementation of commitments

quarterly basis.

Limited impact on audit outcome.

made.
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Key role
players

Initiatives and commitments made
in prior year

Focus area targeted
by commitment

To commit to provide MPAC with
credible information on a quarterly
basis to enable them to perform their

All

Progress made with implementing
commitments given
In progress. MPAC is now capacitated,
but their intervention has not yielded
the desired results.

Impact of initiatives and
commitments on audit outcomes

Limited impact on audit outcome.

responsibilities by providing effective
oversight.
Prior year commitments

Accounting officer

Taking accountability and ownership
of the control environment and
ensure that they provide credible
information to key role players to
provide effective oversight
Fill key vacancies and employ people
with the necessary skills and
competencies and continues
professional development
Implement controls to prevent and
detect non-compliance with laws and
regulations

AFS,PDO and
Compliance

HR

Compliance

In progress. The MM has taken
accountability of the control
environment and has taken ownership
of the key control assessment.
Implemented. Key vacancies have
been filled
In progress. Controls are not
adequately implemented to prevent
and detect non-compliance with laws
and regulations.

Limited impact on audit outcome.

Limited impact on audit outcome.

Limited impact on audit outcome.

statements are not adequately
prepared.

Limited impact on audit outcome.

Prepare monthly financial statements

AFS

Report on progress on action plans
to mayors and councillors.

All

Implemented. However implementation
was not effective.

Limited impact on audit outcome.

All

In progress. Intervention by MPAC has

Limited impact on audit outcome.

Prior year commitments
s

AC

MP

In progress. Monthly financial

Track the progress of implementation
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Key role
players

Initiatives and commitments made
in prior year

Focus area targeted
by commitment

Progress made with implementing
commitments given

by municipalities of MPACs
resolutions

not yielded the desired results.

Ensure that MPACs are capacitated

In progress. MPAC is now capacitated,
but their intervention has not yielded
the desired results.

by the coordinating institutions to
fulfil their oversight role effectively.

All

Impact of initiatives and
commitments on audit outcomes

Limited impact on audit outcome.

Audit committee

Prior year commitments
Report on the effectiveness of
internal controls, the credibility and
accuracy of the annual financial
statements and reported
performance information to the
mayors on a quarterly basis
Confirm the credibility of information
to council and drive consequence
management.

AFS,PDO and
Compliance

In progress. The annual performance
report was not reviewed by the audit

Limited impact on audit outcome.

committee.
In progress. Annual performance

All

report was not reviewed by the audit
committee. The audit committee has
not presented the audit report relating

Limited impact on audit outcome.

Senior management

to performance management system
at least twice a year
Prior year commitments
In progress. Management did not
always prepare regular, accurate and

Ensure that they always prepare regular,
accurate and complete financial and
performance reports that are supported
and evidenced by reliable information

Implement control measures such as
monthly asset reconciliations to avoid

Financial/PDO

Assets

complete financial and performance reports
that are supported and evidenced by
reliable information

In progress. Monthly asset
reconciliation is not performed

Limited impact on audit outcome.

Limited impact on audit outcome.
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Key role
players

Initiatives and commitments made
in prior year

Focus area targeted
by commitment

Progress made with implementing
commitments given

Impact of initiatives and
commitments on audit outcomes

recurrence of assets findings.
Timeous implementation of action
plans to address audit issues.

All

In progress. Limited progress has been
made in the current year to address

Limited impact on audit outcome.

audit issues.
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84. Six (6) audit recommendations accepted by management in the prior year regarding matters
included in the auditor’s report and other important matters were implemented, or alternative
actions were taken to resolve the finding.
85. Eight (8) recommendations are still being implemented and Two (2) have not been addressed
or very limited progress has been made.
86. Further details on the recommendations are provided in section 7, which summarises the
detailed audit findings.
COMMITMENTS AND INITIATIVES FOR TRACKING IN 2014-15 FINANCIAL YEAR
87. The table below provides a minimum of three strategic commitments or improvement initiatives
per key role players. These will be monitored and tracked during the quarterly engagement with
the administrative leadership.
Table 7: New and in-progress commitments
Key

Focus area

role

Current year initiatives and commitments

players

targeted by
commitment

Key commitments
To meet with the chairperson of the audit committee on a quarterly basis
to discuss internal audit units and the assurance they provide on the

Mayor

1 effectiveness of internal controls, as well as the quality and credibility of
financial reports and progress made on implementation of commitments

All

made.
To commit to provide MPAC with credible information on a quarterly basis
2 to enable them to perform their responsibilities by providing effective

All

oversight.
To commit to holding the accounting officer accountable for monitoring of
3 timeous implementation of basic controls around financial reporting,
compliance and reporting on pre-determined objectives.

All

Key commitments
Accounting officer

Taking accountability and ownership of the control environment and
1 ensure that they provide credible information to key role players to provide
effective oversight
Implement controls to prevent and detect non-compliance with laws and
regulations
To appoint Senior Manager who will be responsible for performance
3 monitoring and evaluation and review the credibility and reliability of
performance information submitted for audit.
Key commitments

MPACs

2

1

MPAC to review the audit report findings for 13/14 and provide resolutions
to the municipality to action and follow up on implementation.

Compliance
PDO

All
All

Key commitments
ee

Audit

committ

2 MPAC to capacitated themselves and provide oversight reports.

AFS/PDO and
Compliance

Report on the effectiveness of internal controls, the credibility and
1 accuracy of the annual financial statements and reported performance
information to council.

AFS/PDO and
Compliance
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Key
role

Focus area
targeted by

Current year initiatives and commitments

Senior Manager

players

commitment
2 Confirm the credibility of information to council and hold management
accountable.
Key commitments
1
2

Ensure that they always prepare regular, accurate and complete financial and
performance reports that are supported and evidenced by reliable information

Implement control measures such as monthly asset reconciliations to
avoid recurrence of assets findings.

3 Timeous implementation of action plans to address audit issues.

All

Financial/PDO
Assets
All

SECTION 3: SPECIFIC FOCUS AREAS
PART A – PROCUREMENT AND CONTRACT MANAGEMENT
88. The audit included an assessment of procurement processes, contract management and the
related controls in place. To ensure a fair, equitable, transparent, competitive and cost-effective
SCM system, the processes and controls need to comply with legislation and minimise the
likelihood of fraud, corruption, favouritism as well as unfair and irregular practices. A summary
of the findings from the audit are as follows:
89. Irregular expenditure
R3 191 320 (100%) of irregular expenditure incurred in the current financial year was as a
result of the contravention of SCM legislation. 67% of this irregular expenditure was identified
during the audit process and not detected by monitoring processes of the municipality. The
root cause of the lack of effective prevention and detection was due to the lack of effective
implementation of the irregular expenditure policy, monitoring of compliance with laws and
regulations and updating of the irregular expenditure register.
90. Awards to persons in the service of the state
SCM Regulation 44 prohibits awards to persons or to entities owned/ managed by them if they
are in service of the auditee (i.e. employees and councillors) or if they are in service of any
other state institution. The audit included the identification of such prohibited awards. Further
testing was also performed to determine whether the legislated requirements with regard to
declarations of interest were adhered to.
The findings were as follows:

Finding

Awards to
officials of other
state institutions

Further non-compliance or irregularities regarding the
awards

Number and
value of
awards made

Number
of
officials/
councill
ors

Number
of
provider
s

13

13

13

Provider
did not
submit
declaration
s of interest
1

Provider did
not-declare
interest
(declaration
submitted)
12

Officials/
councill
ors did
not
declare
interest

Official/
councillor
was involved
of in the
procurement
of the award
-

R11 371 108
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Internal control deficiencies
Leadership
91. Management does not exercise sufficient oversight responsibility regarding financial reporting,
compliance and related internal controls for procurement and contract management.
Financial and performance management
92. Management did not adequately review and monitor compliance with applicable laws and
regulations for supply chain management processes to ensure that the municipality comply
with the supply chain management laws and regulations.
93. Supply chain management checklists were not adequately reviewed by management to ensure
compliance with procurement processes
PART B – SERVICE DELIVERY MATTERS
Water and sanitation
94. The audit included an assessment of specific service delivery aspects relevant to water and
sanitation. For the financial year under review, we focused on the following:


Increase on the efficiency level of access to free and basic water and sanitation

95. The following findings resulted from the assessment procedures performed on water and
sanitation at Lesedi Local Municipality.


The backlog in the provision of water has not been eradicated in 2014 due to financial
constraint.

Roads infrastructure
96. The audit included an assessment of specific service delivery aspects relevant to roads
infrastructure. For the financial year under review, we focused on the following:


To determine whether policies, planning procedures and systems relevant to road
infrastructure exist and are implemented.

97. The following findings resulted from the assessment procedures performed on roads
infrastructure at Lesedi Local municipality.








The municipality did not have an approved policy in place for the planning, management
and reporting of road infrastructure.
The municipality did not achieve its target for the maintenance of roads.
The municipality did not achieve its target for the construction of new roads.
The municipality did not achieve its target for the upgrading of roads.
The municipality did not have an approved road maintenance plan which clearly
indicates the strategy to be followed for the financial year.
The municipality did not have a plan to address the backlogs relating to roads
infrastructure.
The municipality did not have a road asset management system.
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Conditional grants
Municipal Infrastructure Grant
R’000

Details
Total available to spend
(current year actual receipt
plus prior year roll-over)

R 25 875 371

Total amount utilised/ spent in
current financial year

R 25 876 369

Unspent allocation

R0

Percentage of
under/(over)spending

0%

Allocated portion not
received as at 30 June
Considerations:

R 10 000 000
Project 1

Total project budget (from
initiation to completion)

R 38 000 000

Total amount spent from
initiation to date

R 25 876 369

Planned duration of the project

The municipal infrastructure grant was utilised by the
municipality on the construction of roads in
Heidelberg Ext 23 & 26.

Jan. 2014 to
Aug. 2014

The construction of roads in Heidelberg Ext 23 & 26
was 74% complete at year end. The allocated portion
that was not received at year end which caused a
delay in completing the project on time.

98. The summary of the observations or findings identified from the assessment of the key projects
selected were as follows:


The planned targets or key milestone for the selected project were not achieved due to
allocated portion of MIG grant not received by the municipality as at 30 June 2014



Reported performance or achievement of targets was not reliable because the
municipality has indicated that they have achieved 95% of the planned targets but after
performing a detailed test it was established that they have achieved 74% of the planned
targets.

99. The assessment made also revealed that the following:


Grants are received by the municipality in accordance with the payment schedule for the
2013/14 financial year.



Part of the work was put on hold due to the withholding of funds by National Treasury to
the value of R 10 000 00. After negotiations between the Lesedi Local Municipality and
National Treasury, a resolution was concluded to release the funds in the 2014/2015.



There was roll-over from the prior years and it was utilised by the municipality in the
current year on the construction of roads in Heidelberg Ext 23 & 26.

Municipal Systems Improvement Grant
Details
Total available to spend
(current year actual receipt
plus prior year roll-over)

R’000
R 890 000

The municipal systems improvement grant was
utilised by the municipality in appointing consultants
that was assisting them with the PRMS system,
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Total amount utilised/ spent in
current financial year

R 890 003

Unspent allocation

R0

Percentage of
under/(over)spending

0%

Allocated portion not
received as at 30 June

R0

Considerations:

Project 1

Total project budget (from
initiation to completion)

R 8 268 210

Total amount spent from
initiation to date

R 2 229 031

Planned duration of the project

Mar. 2014 to
Mar. 2016

Intenda and the compilation of fixed assets register

The municipality has appointed the consultant to
assist with the compilation of fixed asset register.
There were some deficiencies identified during the
audit process and management have indicated that
they will be resolved in the 2014/15 financial year.
The consultant contract will be running for three
years.

100. The summary of the observations or findings identified from the assessment of the key
projects selected were as follows:
 The planned targets or key milestone for the selected project were not achieved because
we have identified recurring findings during the audit process.
101. The assessment made also revealed that the following
 Grants are received by the municipality in accordance with the payment schedule for the
2013/14 financial year.
 There was no roll-over the prior years
Local Government Finance Management Grant
Details

R’000

Total available to spend
(current year actual receipt
plus prior year roll-over)

R 1 300 000

Total amount utilised/ spent in
current financial year

R 1 221 835

Unspent allocation

R 78 165

Percentage of
under/(over)spending

6%

Allocated portion not
received as at 30 June

R0

Considerations:

Project 1

Total project budget (from
initiation to completion)

R 197 749

Total amount spent from
initiation to date

R 197 749

Planned duration of the project

Mar. 2014 to
Nov.2014

The local government finance management grant was
utilised by the municipality in appointing consultants
that was assisting them with the preparation of the
annual financial statements, FMG training and
payment for intern.

The municipality has appointed the consultant to
assist with the preparation of annual financial
statement. There were some misstatements identified
during the audit process and management have
subsequently adjusted all identified misstatements.
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102. The summary of the observations or findings identified from the assessment of the key
projects selected were as follows:


The planned targets or key milestone for the selected project were not achieved
because we have identified recurring findings during the audit process.

103. The assessment made also revealed that the following


Grants are received by the municipality in accordance with the payment schedule for the
2013/14 financial year.



There was no roll-over the prior years.

PART C – FINANCIAL INDICATORS
104. Management is responsible for the sound and sustainable management of the affairs of the
municipality and for implementing an efficient, effective and transparent financial management
system for this purpose, as regulated by the MFMA.
105. Our audit included a high-level assessment of selected financial indicators as at year-end.
The purpose of the assessment is to provide management with an overview of financial
indicators to enable timely corrective action where financial health and service delivery may be
at risk. The information should be used to complement, rather than substitute, management’s
own financial assessment.
106. We assessed the municipality’s financial indicators according to the following areas:


Budget management



Expenditure management



Revenue management



Asset and liability management



Cash management



Grant management

107. We show our assessment of the financial indicators in the table below and give high-level
comments on the risks posed by the assessment of the financial indicators.
Table 8: Financial indicator assessment
FINANCIAL INDICATORS
(Limitation = unable to obtain sufficient
appropriate information)

AS AT 30 JUNE 2014

AS AT 30 JUNE 2013

BUDGET MANAGEMENT
1.1
1.2

Percentage over-spending of the final
approved operating expenditure
budget
Percentage under-spending of the
final approved capital budget

0.5 %

Not over-spent

35.2 %

24.6 %

EXPENDITURE MANAGEMENT
2.1

Creditor-payment period

1

99.0 Days

79.7 Days

1

Consideration should be given to consistency between the assessment of this indicator and the need for a compliance
finding on this matter. However, it should be kept in mind that the financial indicator assessment is done “as at year-end”
and therefore only reflects year-end results.
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FINANCIAL INDICATORS
(Limitation = unable to obtain sufficient
appropriate information)

AS AT 30 JUNE 2014

AS AT 30 JUNE 2013

REVENUE MANAGEMENT

3.5

Debtor-collection period (before
impairment)
Debtor-collection period (after
impairment)
Debtors impairment provision as a
percentage of accounts receivable
Debtors impairment provision as a
percentage of revenue from goods
and services rendered on credit
Percentage water losses incurred

3.6

Percentage electricity losses incurred

3.1
3.2
3.3
3.4

335.4 Days

289.6 Days

59 Days

43.9 Days

82.4 %

84.9 %

75.7 %

67.3 %

22 %

20.3 %

14 %

20.0 %

ASSET AND LIABILITY MANAGEMENT
4.1

4.2
4.3
4.4
4.5

A deficit for the year was realised
(total expenditure exceeded total
revenue)
A net current liability position was
realised (total current liabilities
exceeded total current assets)
A net liability position was realised
(total liabilities exceeded total assets)
Percentage of PPE and/or intangible
assets impaired
Percentage of loan receivables (loans
awarded) and/or investments impaired

No

Yes

Yes

Yes

No

No

0.0 %

0.0 %

0.0 %

0.0 %

CASH MANAGEMENT
5.1
5.2
5.3
5.4
5.5

5.6

5.7

The year-end bank balance was in
overdraft
Net cash flows for the year from
operating activities were negative
Cash and cash equivalents as a
percentage of operating expenditure
Creditors as a percentage of cash and
cash equivalents
Current liabilities as a percentage of
net cash inflows for the year from
operating activities
Non-current liabilities (long-term debt)
as a percentage of net cash inflows for
the year from operating activities
Employee benefit obligation as a
percentage of net cash inflows for the
year from operating activities

No

No

No

No

2.1 %

2.8%

660.4%

363.4%

239.1 %

216.2 %

147.7 %

138.4 %

0.0 %

0.0 %

GRANT MANAGEMENT
6.1
6.2

Percentage under-spending of
conditional grants received for the
year
Percentage by which unspent
conditional grants received exceeded

1.9 %

12.2%

Not exceeded

Not exceeded
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FINANCIAL INDICATORS
(Limitation = unable to obtain sufficient
appropriate information)

AS AT 30 JUNE 2014

AS AT 30 JUNE 2013

cash available at year-end
OVERALL ASSESSMENT
Overall the results of the above financial
indicator evaluation is assessed as:

Unfavourable

Unfavourable

The above assessment is based on financial statement amounts, adjusted for uncorrected misstatements
that resulted in unqualified audit opinion.

High level analysis of financial indicators
108. Service delivery risks posed by the above analysis:


The net liability position indicates that the entity is technically insolvent which may cast
significant doubt on its ability to operate as a going concern.




Payment within 30 days remains a challenge.
Increased water losses from prior year.

PART D – CONSULTANTS
109. The audit included an assessment of the use of consultants. In the public sector
environment, the partnership between the private and public sector has become important in
driving involved stakeholders’ strategic goals. To optimise the value of this partnership, we
identified areas that need attention to get the best value for money.
110. The table below shows the extent and nature of the municipality’s use of consultants:
Table 9: Extent and nature of the use of consultants
Actual expenditure

Type of consultancy
services

Number of
consultants

Current year –
incurred before
year-end

Incurred after year
end on financial
reporting and/ or
preparation of
performance
information for
current year

Prior year

Financial reporting
services

3

R 2 616 531

R 1 602 260

R 1 654 725

Preparation of
performance
information

1

R 2 213 629

R 196 350

0

IT related services

2

R 5 161 295

R 4 592 383

R 480 000

0

Other consultancy
services

111. The table below shows the consultancy contracts assessed the reasons for the appointment
of the consultant and whether the audit identified any uncorrected misstatements or material
findings on performance information in the areas the consultant was responsible for. We also
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provide our assessment of the reason for such misstatements or findings. If our audit identified
any findings on the contract, the area of finding is indicated.
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Table 10: Assessment of consultancy contracts
Name of
consultant

Description of
service

Value of
contract

Reason for
appointing
consultant

Recurring
appointment?

Uncorrected misstatements
or material findings
identified in areas of
consultant’s
responsibilities?

Reasons for
findings/
misstatements not
prevented by use
of consultant

Areas of finding

I@Consultant

Review of asset
register and asset
management
system

R 8 268 210

Lack skills

No

Yes - Incorrect Classification
of Property Plant and
Equipment/ Completeness of
Assets Register

Consultant was
appointed too late

Transfer of skills/
Performance
management and
monitoring

Nyatsambo
Pty Ltd

Financial statement
support

R 197 749

Vacancies

No

Yes - Misstatements of Cash
Flow from Operating Activities
/ Difference between the
debtors listing and the annual
financial statements /
Completeness of traffic fines

Consultant was
appointed too late

Transfer of skills/
Performance
management and
monitoring

Nyalambisa
Financial
Services

Contract
management audit
and procurement
review

R 189 750

Vacancies

No

Yes - Contracts are no
supported by payment
schedule

Consultant was
appointed too late

Transfer of skills/
Performance
management and
monitoring

Sanchaa
Connection

Organisational Reengineering

R 923 400

Lack of skills

No

No

N/a

N/a

Intenda Pty
Ltd

SCM tendering
system

R 362 911

IT related
services

Yes

No

N/a

Performance
management and
monitoring

Business
Connexion

IT Services

Lack of skills

Yes

Yes - Incorrect tariffs used
for service charge billing

No proper review
was performed to
ensure those
approved tariffs are
correctly updated on
the system.

Performance
management and
monitoring

R 5 161 295
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Cross Check

Screening check

R 480 000

Cross check for
indigents

No

No

N/a

N/a

35

Management report of Lesedi Local Municipality

The following findings on use of consultants result from the testing the contracts listed in the table
above.
112. Transfer of skills


Requirements for transfer of skills were not included in the terms of reference.



Measures to monitor transfer of skills according to the contract were not implemented.



There is no evidence that skills transfer or training programmes took place.

113. Performance management & monitoring


Measures to monitor contract performance and delivery were not defined and/or
implemented.



Measures applied to monitor consultancy projects were insufficient and could not ensure
effective contract management.

Internal control deficiencies
114. Management did not exercise oversight responsibility regarding compliance and related
internal controls to ensure that the work of consultant is monitored appropriately.
PART E – HUMAN RESOURCE MANAGEEMENT
115. The audit included an assessment of human resource (HR) management processes and the
related controls in place. HR management is the pillar of key controls and it is deemed to be
effective if adequate and sufficiently skilled resources are in place, their performance and
productivity are properly managed. In this regard, an assessment of HR management identified
the following deficiencies:
116. Appointment processes


The verification process for new appointments did not always take place and/or did not
cover criminal record checks/ citizenship verifications/ financial record checks/
qualification verifications/ reference checks.

117. Overtime


Employees worked more than the maximum hour’s overtime allowed.



Written authorisation was not provided in advance for the overtime to be worked.

PART F – FRAUD
118. The primary responsibility for the prevention and detection of fraud rests with management
and those charged with governance. We are responsible for obtaining reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or
error. Due to the inherent limitations of an audit, there is a risk that some material
misstatements, including fraud, may not be detected. Below is a summary of matters that
indicate a risk of fraud. Consider
119. The municipality is exposed to the risk of having employees of other state institutions falsely
declaring their interest in suppliers that responds to bid invitations made by the municipality.
The municipality should consider taking legal action against such practice and alert National
Treasury to have those suppliers included on database of prohibited suppliers.
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SECTION 4: EMERGING RISKS
Accounting and compliance matters
120. There are GRAP standards that have been issued by the Board but which are not yet
effective, as a result cannot be early adopted. These pose a risk in our environment because
even though they can be used to formulate appropriate accounting policies, full compliance
with their requirements is not compulsory. In the 2013-14 financial year, the Standards of
GRAP have been issued but not yet effective:
No.

Title of Standard

GRAP 32

Standard of GRAP on Service Concession
Arrangements: Grantor

GRAP 108

Standard of GRAP on Statutory Receivables

GRAP 20

Related Party Disclosures

GRAP 18

Segment Reporting

GRAP 105

GRAP 106

GRAP 107

Transfer of Functions Between Entities Under
Common Control

Impact on GRAP Reporting
Framework
No effective date has been determined
by the Minister of Finance. However,
municipality may use the standard to
formulate the accounting policy.
No effective date has been determined
by the Minister of Finance. However,
municipality may use the standard to
formulate the accounting policy.
No effective date has been determined
by the Minister of Finance. However,
[auditee name] may use the standard to
formulate the accounting policy.
No effective date has been determined
by the Minister of Finance.
The standard is effective on 1 July 2015
therefore full and mandatory compliance
expected in the 2015-16 financial year.
However, in the current year municipality
may continue to use the standard to
formulate an accounting policy.

Transfer of Functions Between Entities Not
Under Common Control

The standard is effective on 1 July 2015
therefore full and mandatory compliance
expected in the 2015-16 financial year.
However, in the current year municipality
may continue to use the standard to
formulate an accounting policy.

Mergers

The standard is effective on 1 July 2015
therefore full and mandatory compliance
expected in the 2015-16 financial year.
However, in the current year municipality
may continue to use the standard to
formulate an accounting policy.

Corporate governance of information and communication technology policy framework
121. The Department of Public Service and Administration (DPSA), in cooperation with the
government information technology officer (GITO) council, developed the corporate
governance of information and communication technology policy framework (CGICTPF), which
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is applicable to all spheres of government, organs of state and public enterprises. Parliament
approved the CGICTPF for implementation on 21 November 2012.
122. The CGICTPF provides the political and executive leadership with a set of principles and
practices that must be complied with, together with a phased implementation approach to be
followed for corporate governance of information and communication technology (ICT).
123. Through a directive from the minister of Cooperative Governance and Traditional Affairs
(CoGTA), the national ICT coordination and monitoring structure for local government was
established to develop the implementation requirements and guideline specific to local
government. Key stakeholders in the local government sector form part of this ICT coordination
and monitoring structure.
124. During 2014, this structure reworked the CGICTPF and drafted the municipal ICT
governance policy framework. Different forums such as councils, MinMEC and municipal
managers are currently consulting on the draft municipal ICT governance policy. It is envisaged
that the municipal ICT governance policy framework will be finalised and approved during the
2014 15 financial year and implemented from the 2015 16 financial year.
Treasury Regulations
125. The Treasury Regulations are currently being revised, which may introduce a number of
new requirements once effective.
Financial management legislation regarding provincial legislatures
126. The financial management legislation of the Gauteng remains valid and applicable until
1 April 2014.
Subsequent events
127. While performing procedure to determine whether all adjusting subsequent events have been
included in the financial statements, we did not become aware of any non-adjusting event
SECTION 5: RATINGS OF DETAILED AUDIT FINDINGS
128. For the purposes of this report, the detailed audit findings included in annexures A to C
have been classified as follows:
 Matters to be included in the auditor’s report: These matters should be addressed as a matter
of urgency.
 Other important matters: These matters should be addressed to prevent them from leading to
material misstatements of the financial statements or material findings on the performance
report and non-compliance with legislation in future.
 Administrative matters: These matters are unlikely to result in material misstatements of the
financial statements or material findings on the performance report and non-compliance with
legislation.
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SECTION 6: CONCLUSION
129. The matters communicated throughout this report relate to the three fundamentals of
internal control that should be addressed to achieve sustained clean administration. Our staff
remain committed to assisting in identifying and communicating good practices to improve
governance and accountability and to build public confidence in government’s ability to account
for public resources in a transparent manner.
Yours sincerely

Melissa Mc Carthy
Senior Manager: Gauteng Business Unit
30 November 2014
Enquiries:
Telephone:
Fax:
Email:

Matjuda Johannes Mohlopi
011 703 7600
011 703 7690
jmohlopi@agsa.co.za

Distribution:

Mayor: LLM
Audit committee
Head of internal audit
CFO: LLM
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SECTION 7: SUMMARY OF DETAILED AUDIT FINDINGS

Annual Financial Statements
44.
Material misstatements identified and corrected in the
financial statements
48.
Misstatements identified and corrected in the financial
statements
Cash and cash equivalents
50.
Amount confirmed as per bank confirmation does not
agree to amount as per financial statements
Employee costs
52.
New employees not undergoing the vetting process
53.
Prior approval not obtained before leave is taken
55.
Overtime exceeding 40 hours per month
56.
Prior approval not obtained on overtime worked
Supply Chain Management
58.
Suppliers in which persons in service of other state
institutions have an interest
60.
Declaration of interest (MBD4) not completed by
suppliers
61.
Regulation 32
63.
Incomplete and inaccurate contract register
64.
Consultants performance not properly monitored
65.
SCM: Contract awarded to incorrect supplier
66.
No evidence that the bids specifications were approved

Classification

Rating
Matters affecting the
auditor’s report
Other important
matters
Administrative
matters

Finding

Misstatements in
financial statements
Misstatements in
annual performance
report
Non-compliance
with legislation
Internal control
deficiency
Service delivery

Page
no.





Number of times
reported in previous
three years

Status of implementation of
previous year(s) recommendation

[In progress/Not addressed]





[In progress/Not addressed]





[In progress/Not addressed]









[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]





[In progress/Not addressed]





[In progress/Not addressed]







[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
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by the accounting officer prior to publication of the
invitation of bids
67.
The register of bids received on time and bid results are
not published on the website of the municipality
62.
Procurement and contract management
Fruitless expenditure
49.
Non-disclosure of fruitless expenditure
Audit committee
51.
Annual performance report submitted for audit not
reviewed by audit committee
45.
Reports not submitted for audit purpose
Others
68.
Reasons for adjusting approved budget not disclosed in
the annual financial statements
102
Shortcomings identified on road infrastructure
performance management
Immovable and movable assets
79.
Assets that could not be verified
72.
Asset not in good working condition
73.
Assets register not complete
70.
Assets not verified by management
74.
Monthly Reconciliations of the asset register not
performed
Inventory
75.
Approved requisition forms for issued stock could not

Classification

Rating
Matters affecting the
auditor’s report
Other important
matters
Administrative
matters

Finding

Misstatements in
financial statements
Misstatements in
annual performance
report
Non-compliance
with legislation
Internal control
deficiency
Service delivery

Page
no.

Number of times
reported in previous
three years

Status of implementation of
previous year(s) recommendation





[In progress/Not addressed]





[In progress/Not addressed]



[In progress/Not addressed]




[In progress/Not addressed]















[In progress/Not addressed]



[In progress/Not addressed]



[In progress/Not addressed]






[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]



[In progress/Not addressed]
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Classification

Rating
Matters affecting the
auditor’s report
Other important
matters
Administrative
matters

Finding

Misstatements in
financial statements
Misstatements in
annual performance
report
Non-compliance
with legislation
Internal control
deficiency
Service delivery

Page
no.

Number of times
reported in previous
three years

Status of implementation of
previous year(s) recommendation

be submitted for audit purpose
Leases


76.

Lease agreement documents not submitted
Operating expenditure
77.
Invoices not paid within 30 days
78.
VAT Incorrectly recorded or omitted from recording
Payable
79.
Supporting documentation not submitted for audit
purpose
Predetermined objectives
80.
Budget not aligned to IDP and SDBIP
82.
Mid-year performance assessment not adequately
reported
83.
Revised SDBIP not made available to the public within
10 days after approval of the adjusted budget
46.
Predetermined objectives - Consistency of objectives,
indicators and targets
47.
Accuracy, validity and completeness of reported
information
Provisions
84.
Licenses for land fill site
Receivables
85.
Approval of incomplete applications for indigents
Revenue
86.
Completeness of rental income disclosed in the AFS



[In progress/Not addressed]




[In progress/Not addressed]
[In progress/Not addressed]



[In progress/Not addressed]







[In progress/Not addressed]
[In progress/Not addressed]





[In progress/Not addressed]








[In progress/Not addressed]





[In progress/Not addressed]





[In progress/Not addressed]





[In progress/Not addressed]





[In progress/Not addressed]
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88.
89.
90.
91.

Ticket fines are not sequentially numbered
Traffic fines - No proper supporting documents
Understatement of interest received in the AFS
Revenue CAATs
Information Technology
103.
Information technology governance
104.
Security management
108.
User access management
107.
Programme change management
108.
User access management
109.
IT Service continuity
110.
IT Service continuity
111.
Disaster recovery testing

Classification

Rating
Matters affecting the
auditor’s report
Other important
matters
Administrative
matters

Finding

Misstatements in
financial statements
Misstatements in
annual performance
report
Non-compliance
with legislation
Internal control
deficiency
Service delivery

Page
no.

Number of times
reported in previous
three years

Status of implementation of
previous year(s) recommendation









[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]



















[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
[In progress/Not addressed]
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DETAILED AUDIT FINDINGS

ANNEXURE A: MATTERS AFFECTING THE AUDITOR’S REPORT
Annual Financial Statements
1.

Material misstatements identified and corrected in the financial statements

Audit finding
Section 122(1) (a) of the MFMA requires that the municipality must prepare and submitted annual
financial statements which:
(a) fairly presented the state of affairs of the municipality, its performance against its budget, its
management of revenue, expenditure, assets and liabilities, its business activities, its financial
results, and its financial position as at the end of the financial year.
(b) Including the required disclosures.
130. During the audit the financial statements submitted for auditing were not prepared in all
material respects in accordance with the requirements of 122(1) (a) of the MFMA.
The identified misstatements are as listed below:
Financial Statement Item

Nature

Cash Flow Statement

Misstatements of Cash flow from operating activities

Amount
113 672 921

Statement of Comparison of
Budget and Actual Amounts

Incorrect calculation of cash flow from investing activities

106 409 038

Receivables

Difference between the debtors listing and the annual
financial statements

12 390 783

Revenue
Revenue
Property, plant and
equipment
Lease Commitment

Traffic fines
Incorrect tariffs used for service charge billing
Incorrect classification of Property Plant and Equipment

3 888 441
13 513 810
14 023 978

Lease Commitments not disclosed

4 803 896

Internal control deficiency
Financial and performance management
The financial statements and information supporting were not adequately reviewed for
completeness and accuracy.
Recommendation
The financial statements and information supporting disclosure notes must be reviewed for
accuracy and completeness.
Management’s response
The financial statements were adjusted for all material and non-material misstatements identified
by the auditors in order to ensure that they fairly present the municipality’s state of affairs.
Name
Position
Date

: Success Marota
: Chief Financial Officer
: 26 November 2013
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Audit Committee
2.

Reports not submitted for audit purpose

Audit finding
Regulation 14(4)(a)(ii) and(iii) of the Municipal Planning and Performance Management
Regulations (GNR 796 of 24 August 2001) states
(ii) review the municipality’s performance management system and make recommendations in this
regard to the council of that municipality; and
(iii) at least twice during a financial year submit an audit report to the municipal council concerned.
Regulation 14(4)(b) also states that in reviewing the municipality’s performance management
system in terms of paragraph (a)(ii), the performance audit committee must focus on economy,
efficiency, effectiveness and impact in so far as the key performance indicators and performance
targets set by the municipality are concerned.
During the audit we were unable to obtain sufficient appropriate audit evidence that the
performance audit committee has submitted an audit report to the municipal council at least twice
during the financial year under review.
The auditor could not perform tests as there is no audit trail and auditor cannot conclude.
Non-compliance with municipal planning and performance management regulations
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding performance reporting,
compliance and related internal controls.
Recommendation
It is recommended that an audit report be submitted to the municipal council concerned at least
twice during the financial year.
Management’s response
Management comment on audit finding: The audit and performance committee has not
submitted any audit report to Council. However, an audit report cannot be submitted for the
sake of compliance but has to be informed by the audit that was conducted. Where audits are
not conducted, this is not relevant.
Management comment on internal control deficiencies: Disagree, no audit was conducted
during the year to warrant this submission.
Management comment on recommendation: It should also be noted that an audit report
cannot be submitted for the sake of compliance but has to be informed by the audit that was
conducted. Where audits are not conducted, this is not relevant.
Remedial action: A new performance and audit committee has been appointed and 2
members from the previous audit and performance committee to ensure that we comply with
all laws and regulations.
What actions will be taken: By whom
By when: Ongoing
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Person: Success Marota
Position: CFO
Auditor’s conclusion
The finding was a material non-compliance finding that will impact the audit report.

Predetermined objectives
3. Predetermined objectives - Consistency of objectives, indicators and targets
Audit finding
Section 41(1)(a) to (c) of the Municipal System Act states that a municipality must in terms of its
performance management system and in accordance with any regulations and guidelines that may
be prescribed—
(a) set appropriate key performance indicators as a yardstick for measuring performance, including
outcomes and impact, with regard to the municipality’s development priorities and objectives set
out in its integrated development plan;
(b) set measurable performance targets with regard to each of those development priorities and
objectives;
(c) with regard to each of those development priorities and objectives and against the key
performance indicators and targets set in terms of paragraphs (a) and (b)—
(i) monitor performance; and
(ii) measure and review performance at least once per year;
During the audit of performance information it was noted that some of the planned objectives,
indicators and targets were not consistent when compared to reported objectives, indicators and
targets.
The following table indicates the error rate.
Description
Basic Service Delivery
Reported development objectives not consistent when compared with planned
objectives.
Reported indicators were not consistent when compared with planned indicators.
Reported targets were not consistent when compared with planned targets.
Good Governance
Reported development objectives not consistent when compared with planned
objectives.
Reported indicators were not consistent when compared with planned indicators.
Reported targets were not consistent when compared with planned targets.

Error rate
27%
26%
24%

47%
22%
33%

Non-compliance with the Municipal System Act
Internal control deficiency
Leadership
The accounting officer did not exercise oversight responsibility regarding financial and performance
reporting and compliance and related internal controls.
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Recommendation
Management must ensure that the reported objectives are consistent when compared to planned
objectives
Auditor’s conclusion
We identified material misstatements in the annual performance report submitted for auditing of the
reported performance information for programme 1: Basic service delivery, programme 3: Local
economic development and programme 5: Good governance. As management subsequently
corrected only some of the misstatements, we raised material findings on the usefulness of the
reported performance information for programme 1: Basic service delivery and programme 5:
Good governance. We did not raise any material finding on usefulness of reported information for
programme 3: Local economic development
4.

Accuracy, validity and completeness of reported information

Audit finding
Paragraph 5.2 Framework for Managing Programme Performance Information (FMPPI) states that
performance information systems should be integrated within existing management processes and
systems. The accounting officer or head official of an institution is responsible for ensuring that the
institution has appropriate systems to collect, collate, verify and store the information.
During the audit of performance information it was noted that some of the reported performance as
indicated in the annual performance report were not supported by sufficient appropriate audit
evidence or identified misstatements were not correctly adjusted in the adjusted annual
performance report.
The following table indicates the error rate of the identified misstatements.
Description
Local Economic Development
Basic Service Delivery
Good Governance

Error rate
45.6%
36.1%
48.1%

Inaccurate and invalid information may be reported in the annual performance reported
Internal control deficiency
Financial and performance management
Lack of proper record keeping in a timely manner to ensure that complete, relevant and accurate
information is accessible and available to support financial and performance reporting
Recommendation
Management should ensure that a complete set of record is maintained and supports the annual
performance report.
Auditor’s response
We identified material misstatements in the annual performance report submitted for auditing of the
reported performance information for programme 1: Basic service delivery, programme 3: Local
economic development and programme 5: Good governance. As management subsequently
corrected only some of the misstatements, we raised material findings on the reliability of the
reported performance information.
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ANNEXURE B: OTHER IMPORTANT MATTERS
Adjusted misstatements that are individually not material
5.

Misstatements identified and corrected in the financial statements

Audit finding
Section 62(1) (b) of the Municipal Finance Management Act no.56 of 2003 states that the
accounting officer of a municipality is responsible for managing the financial administration of the
municipality, and must for this purpose take all reasonable steps to ensure that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards
131. During the audit the financial statements submitted for auditing the following misstatements
identified by the auditors were subsequently corrected.
The identified misstatements are as listed below:
Financial Statement Item

Nature

Statement of Comparison of
Budget and Actual Amounts
Property, plant and equipment
Bulk Purchases

Discrepancies between municipal adjustments
budgets and statement of comparison of budget
Fixed asset register does not agree to AFS disclosure
Discrepancies between the schedule for water bulk
purchases and AFS

2 698 274

Bulk Purchases

Discrepancies identified between the client prepared
schedule, AFS and auditors recalculations on electricity
bulk purchases
Differences between the receivables balance in the age
analysis and the balance in the annual financial
statements
No disclosure of prior year amount

1 806 350

Receivables

Traffic fines
Grant

Amount

Differences between the grant schedule and amount
disclosed in AFS

121 254
658 608

189 556

168 107
799 435.59

Internal control deficiency
Financial and performance management
The financial statements and information supporting were not adequately reviewed for
completeness and accuracy.
Recommendation
The financial statements and information supporting disclosure notes must be reviewed for
accuracy and completeness.
Management’s response
The financial statements were adjusted for all material and non-material misstatements identified
by the auditors in order to ensure that they fairly present the municipality’s state of affairs.
Name
Position
Date

: Success Marota
: Chief Financial Officer
: 26 November 2013
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Fruitless and Wasteful Expenditure
6.

Non-disclosure of fruitless expenditure

Audit finding
Paragraph18 of GRAP 1 states that the financial statements shall present fairly the financial
position, financial performance and cash flows of an entity. Fair presentation requires the faithful
representation of the effects of transactions, other events and conditions in accordance with the
definitions and recognition criteria for assets, liabilities, revenue and expenses set out in the
Framework for the preparation and presentation of financial statements.
Section 62(1) (d) of the Municipal Finance Management Act no.56 of 2003 states that the
accounting officer of a municipality is responsible for managing the financial administration of the
municipality, and must for this purpose take all reasonable steps to ensure that unauthorised,
irregular or fruitless and wasteful expenditure and other losses are prevented.
During the audit review of the financial statements, it was noted that the fruitless expenditure was
not completely disclosed in the annual financial statement.
The following table indicates the identified factual misstatements.
Account NR
9196829352
6381240215
7478140601
7112358665
6536459109
7914457638
9640419542
Total

Amount
1 464 621.64
1 044.41
11 087.56
413.10
95.53
45.34
35.99
1 477 343.57

Non-compliance with laws and regulations
Fruitless expenditure may be understated by R1 477 344
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over compliance with laws and regulations
and related internal controls.
Recommendation
Management should thoroughly review the municipal financials statements before submission for
audit to ensure that they are fairly presented and appropriately disclosed.
Auditor’s response
The finding will remain in the management report as amount as fruitless and wasteful expenditure
was not disclosed in the annual financial statements that was submitted for audit. We take that this
expenditure was subsequently condoned by council.

49

Management report of Lesedi Local Municipality

Cash and cash equivalents
7. Amount confirmed as per bank confirmation does not agree to amount as per financial
statements
Audit finding
Section 62(1) (b) of the Municipal Finance Management Act no.56 of 2003 states that
“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards.
Paragraph 18 of GRAP 1 stipulates that
“The financial statements shall present fairly the financial position, financial performance and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with the definitions and recognition criteria
for assets, liabilities, revenue and expenses set out in the Framework for the preparation and
presentation of financial statements.
During the audit of bank and cash, it was noted that the amount as per the bank confirmation does
not agree with amount as disclosed in the financial statements. The details are as follows:
No

Bank

1

ABSA –
cheque

Amount as per
bank confirmation
R 3 253 550.00

Amount as per
bank statement
R 2 940 114.00

Amount as per
AFS
R 2 940 114.00

Difference
R 313 436.94

Bank and cash balance is misstated by R313 436.94 in the financial statements
Internal control deficiency
Financial management
Management and those charged with governance did not prepare regular, accurate and complete
financial reports that are supported and evidenced by reliable information
Recommendation
Management and those charged with governance should ensure that they prepare regular,
accurate and complete financial reports that are supported and evidenced by reliable information.
Management’s response
Management comment on audit finding: We shall adjust the financial statements
accordingly even though the bank confirmed to us the balance as reflected in the current AFS.
Management comment on internal control deficiencies: Disagree.
Management comment on recommendation: Disagree.
Remedial action: We shall adjust the financial statements accordingly even though the bank
confirmed to us the balance as reflected in the current AFS.
What actions will be taken:

By whom

By when: To be discussed
and agreed upon

Adjustment to the AFS.
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Person: Success Marota
Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
amount confirmed as per bank confirmation does not agree to amount as per financial statements.
Audit committee
8.

Annual performance report submitted for audit not reviewed by audit committee

Audit finding
Paragraph 166 (2)(a) of the Municipal Finance Management Act states that the audit committee
must advise the municipal council, the political office-bearers, the accounting officer and the
management staff of the municipality on matters relating to—
a) Internal financial control and internal audits;
b) risk management;
c) accounting policies;
d) effective governance;
e) performance management;
f) performance evaluation; and
g) any other issues referred to it by the municipality
Regulation 14(4)(a)(ii) of the Municipal Planning and Performance Management Regulations (GNR
796 of 24 August 2001) also states that performance audit committee must review the
municipality's performance management system and make recommendations in this regard to the
council of that municipality.
During the audit it was noted that the annual performance report submitted for audit was presented
to the performance audit committee for review.
Non-compliance with the relevant laws and regulations
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over compliance with laws and regulations
and related internal controls.
Recommendation
It is recommended that the annual performance report must be reviewed by the performance audit
committee before it is submitted for audit.
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Management’s response
Management comment on audit finding: Agree, the audit committee considered all the
quarterly performance reports during the financial year and the annual performance report is a
consolidation of all 4 quarterly reports. As a result the audit committee would be in a position to
advise council on the performance management for the 2013/14 financial year. The report was
subsequently submitted to the audit committee during its 2014/15 first quarter ordinary
meeting.
Management comment on internal control deficiencies:
Management comment on recommendation: Agree.
Remedial action: All reports to be submitted to the audit committee for its oversight.

What actions will be taken:
Refer to remedial action.

By whom

By when: Ongoing

Person: Ayanda Makhanya
Position: MM
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as annual
performance report submitted for audit not reviewed by audit committee
Employee costs
9. New employees not undergoing the vetting process
Audit finding
Section 62(1)(c)(i) of the Municipal Finance Management Act 56 of 2003 states that the accounting
officer of a municipality is responsible for managing the financial administration of the municipality,
and must for this purpose take all reasonable steps to ensure that the municipality has and
maintains effective, efficient and transparent systems of financial and risk management and
internal control.
During the audit of employee cost it was not that new employee did not undergo the vetting
process and below is a list of new employee whose criminal record checks, citizenship verification,
financial/asset record checks and qualification/study verifications was not performed:
Employee number
10100023

Appointment date
2014/04/23

Furthermore it was noted that criminal record verification for the following employees were not
performed
Employee number
10810002
10100023
10361010
10532015
10060053
10540035

Appointment date
2014/02/03
2014/04/23
2013/10/01
2013/08/12
2014/02/01
2014/01/01
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Employee number
10132052
10490010
10100001
10270004

Appointment date
2013/07/01
2013/07/24
2013/12/01
2013/09/02

The municipality may appoint someone with a bad record.
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over internal control over human resources.
In this case a service provider was not appointed in the financial year to perform the background
checks.
Recommendation
Management should ensure that background checks and proper vetting on all new appointments
are performed before candidates assume their duties.
Management response
Management comment on audit finding:
Management refutes the finding on the following ground. Background check for employee
number 10100023 was done. Verification was done for his citizenship and matric. His
citizenship results came back as a mismatch as he changed his surname from Gogathe to
Gorati. A letter from Home Affairs is in the file. The employee is not in possession of a post
matric qualification. The criminal check is outstanding since the service was outsourced at that
stage and delays were experienced. As a control measure the Municipality has implemented
an electronic verification system.
Management comment on internal control deficiencies: Municipality has implemented an
electronic verification system.
Management comment on recommendation: Municipality has implemented an electronic
verification system.
Remedial action: The delays in criminal checking and vetting has been eradicate since the
Municipality has implemented an electronic verification system.
What actions will be taken: By whom
By when: 25 November 2014
Person: Khongi Molohlanye
Position: Executive Manager
Corporate Services
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as no
sufficient appropriate audit evidence was provided to the audit team indicating that the vetting
process was performed.
10. Prior approval not obtained before leave is taken
Audit finding
Section 62(1)(c)(i) of the Municipal Finance Management Act 56 of 2003 states that the accounting
officer of a municipality is responsible for managing the financial administration of the municipality,
and must for this purpose take all reasonable steps to ensure that the municipality has and
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maintains effective, efficient and transparent systems of financial and risk management and
internal control.
During the audit of employee cost it was noted that the prior approval was not obtained from the
employee’s line manager before an employee can take leave.
The following were the cases identified.
Employee Code
10090122
0310018
0312731
10030003
0312664
10830362
10490002

Leave Start Date
06/05/2014
04/04/2014
03/03/2014
09/07/2013
02/05/2014
30/06/2014
06/01/2014

Approval Date
16/05/2014
16/04/2014
17/03/2014
15/07/2013
16/05/2014
18/07/2013
17/01/2014

Non-compliance with the Basic Condition of Employment Act and the Municipal Finance
Management Act
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting and compliance and related internal controls
Recommendation
Management should ensure that prior approval of vacation leave for employees is obtained before
an employee goes on leave. This will ensure that management allocates tasks effectively based on
the availability of employees.
Management’s response
Management comment on audit finding: The query is noted. However the leave the issue is not
approval but the capturing of the leave on leave books. All officials stated in the list are based
in our Parks Department. They are not required to report to the office as they work around the
Lesedi area. As a result they have no direct access to leave books. Further to this they are not
in contact with their immediate supervisor on a daily basis. In this instance leave is managed
via the radio. These staff members will radio their supervisor and request to take leave.
LLM has introduced a system of one leave book per department.
This procedure is followed as in previous years there was an audit finding that leave was being
captured on the HR system a long time after the leave was taken. This was due to the fact that
there was more than one leave book circulating and not all books were handed in to the Leave
Administrator for capturing on a weekly basis. As a control measure management then only
allowed sections to have one leave book at a time. This assist the HR office in knowing which
books are out as managers sign in/out leave books on a weekly basis.
Management comment on internal control deficiencies: To eliminate this audit finding
management has procured a new payroll system which will allow non-office based staff
members to electronically capture leave on kiosks.
Management comment on recommendation: Management concurs that prior approval should
be granted before annual leave is taken.

54

Management report of Lesedi Local Municipality

Remedial action: Ensure that leave is completed prior to being taken by introducing the
Automated Leave System.
What actions will be taken:

By whom
Person: Khongi Molohlanye

By when: 7 November 2014

Position: Executive Manager
Corporate Services
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as prior
approval was not obtained before leave is taken by employee.
11. Overtime exceeding 40 hours per month
Audit finding
Section 10 (1) of the Basic Condition of Employment Act states that:
An employer may not require or permit an employee—
(a) to work overtime except in accordance with an agreement;
(b) to work more than—
(i) three hours’ overtime a day; or
(ii) ten hours’ overtime a week
Paragraph 3.6 of the overtime policy also states that:
An employee may not work more than 10 hours in any one-week.
During the audit of employees cost it was noted that the following employees worked more than 10
hours overtime in a week and more than 40 hours in a month.
Employee No

Month

10070004
10361011
10810049
10361006
291816
657154
10361011

April
April
May
September
May
February
May

Total hours worked
for the month
273
280
87.5
214.75
163
64
216

Non-compliance with the Basic of Condition of Employment Act
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over internal control over human resources
to ensure that overtime hours worked is in line with the Basic of Condition of Employment Act
Recommendation
Management should ensure that overtime worked is sufficiently managed and that employees do
not work more than 10 hours in any week.
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Management’s response
Management comment is still outstanding
12. Prior approval not obtained on overtime worked
Audit finding
Paragraph 2.1 and 2.2 of the Overtime policy states that:
Should it be necessary for an individual to work overtime, the following condition will apply:
2.1 The relevant manager (line manager0 shall provide written authorisation prior to overtime
being worked (in advance for the work), and shall indicate the hours of overtime to be worked and
the reason for such overtime.
2.2 The relavant manager (line manager ) shall record the authorisation, the details of the
employee concerned, the duration of the overtime and compensation granted and submit the
record to the Human Resource recording, consolidation and safe keeping
During the audit of employee cost we was noted that prior approval was not obtained from
the relevant line manager for the following overtime worked.
Employee No
10830360
10810023
10532449
10380081
10361011
10361006
10010097
838781
830006
818265
818227
818226
657154
435955
10110099
373810
373802
312748
251164
33802
10530061
10530051
10491165
10100011
415886
410002
375937
34713
10810049
10361006

Months
October
May
November
November
May
December
January
March
June
June
February
April
February
April
July
April
June
April
June
January
December
May
October
March
July
August
July
September
May
September

Overtime may be paid to workers who are not entitled to it.
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This could also lead to none compliance with overtime policy
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over internal control over human resources
to ensure that prior approval is obtained on overtime worked.
Recommendation
Management should ensure that an employee obtain a written authorisation from the relevant line
manager prior to overtime being worked.
Management’s response
Management comment on audit finding:
Management refutes the finding. The overtime is always preapproved however in some
instances it is impossible to document the approval thereof.
For example from the sample above, employee no. 657154 is the driver of to the Speaker of
Council, was attending a meeting outside of the Municipality the meeting continued after
working hours which the senior approved overtime.
In some instances there would be major breakdowns where technical staff members will be
requested to work overtime due to emergency like power failures occur after official working
hours or a pipe has burst and this requires employees to attend to the emergency immediately.
Example is employee no 10810049.
In such a case pre – approval cannot be obtained. However these departments always have
supervisors who are on standby and the supervisor and relevant manager are made aware of
the overtime immediately.
Management comment on internal control deficiencies: In some instances it is impossible for
prior approval to be gained. However, in cases when management is aware of overtime prior
approval will be authorized.
Management comment on recommendation: Management agrees with the recommendation
Remedial action: In cases when pre – approval can be authorized, management will ensure it
is done.
What actions will be taken:
By whom
By when:
Person:
Position:
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as prior
approval was not obtained on overtime worked.
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Supply Chain Management
13. Suppliers in which persons in service of other state institutions have an interest
Audit finding
Regulation 13 (c) of the Municipal Supply Chain Management Regulations_ GNR 868 states that, a
supply chain management policy must state that the municipality or municipal entity may not
consider a written quotation or bid unless the provider who submitted the quotation or bid –
(c) has indicated –
(i)

whether he or she is in the service of the state, or has been in the service of the state in the
previous twelve months;

(ii) if the provider is not a natural person, whether any of its directors, managers, principal
shareholders or stakeholder is in the service of the state, or has been in the service of the
state in the previous twelve months; or
(iii) Whether a spouse, a child or parent of the provider or of a director, manager, shareholder or
stakeholder referred to in subparagraph (ii) is in the service of the, or has been in the service
of the state in the previous twelve months.
During the audit of procurement it was noted that awards were made to suppliers in which persons
in service of other state institutions have an interest and the members/directors did not declare the
interest.
The following table indicates the cases identified:
No.

Name of person

State institution
where employed
SA Civil Aviation
Authority

1

Mpho Daniel Lebogo

2

Sipho Eric Sono

3

John David Volmink

4

Phindile Anastacea
Hlungwana

5

Abner Modukanelo
Tsolo

6

Lazarus Mankgotjetje
Phelane

Ekurhuleni Metro

7

Florah Lekgau Phelane

GP: Education

8

Winstance Thabisile
Mkhwanazi

South African
Police

9

Keabetswe Cornelius
Maesela

Film and
Publication Board

10

Mathukana Givion
Mokoka

Passenger Rail
Agency of SA

Trans Caledon
Tunnel Authority
North West
University
NAT: Justice &
Constitutional
Development
GP: Health

Supplier name

Amount paid

Comments

Dikelellong
Engineers &
Project
Sizwe Ntsaluba
VSP
Juta and
Company Ltd
NPP
Construction cc

R 1 026 319.18

Member did not
declare interest

R 2 298 130.19

Member did not
declare interest
Member did not
declare interest
Member did not
declare interest

Tswellopelo
Investments
(Pty) Ltd

R

268 278.00

Member did not
declare interest

Pebetse
Training &
Consulting
Pebetse
Training &
Consulting
3 Gees
Construction
and Projects cc
New Dawn
Technologies
(Pty) Ltd
Schindler Lifts
(SA) (Pty) Ltd

R

472 000.00

Members did
not declare
interest

R

10 000.00

Member did not
declare interest

R 230 316.00

Member did not
declare interest

R

Member did not
declare interest

R

20 856.39

R 1 604 125.28

81 951.65
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11
12

Edward Modupe
Matshitela
Nkenke Nathaniel
Kekana

Road Accident
Fund
Gauteng Film
Commission

Mamongi (Pty)
Ltd
Business
Connexion

R

30 000.00

R 5 247 179.36

Member did not
declare interest
Member did not
declare interest

Non- compliance with SCM Regulation 13 (c) and could also lead to possible fraud
Internal control deficiency
Leadership
Management does not exercise oversight responsibility to ensure that MBD 4 (Declaration of
interest) is properly completed for all awards.
Recommendation
Management should ensure that MBD 4 declarations are properly completed by winning suppliers
detailing the following:
(i) whether he or she is in the service of the state, or has been in the service of the state in the
previous twelve months;
(ii) if the provider is not a natural person, whether any of its directors, managers, principal
shareholders or stakeholder is in the service of the state, or has been in the service of the
state in the previous twelve months; or
(iii) whether a spouse, a child or parent of the provider or of a director, manager, shareholder or
stakeholder referred to in subparagraph (ii) is in the service of the, or has been in the service
of the state in the previous twelve months.
Management’s response
Management comment on audit finding: Management will communicate with these service
providers and penalize them for false declarations submitted to the municipality. The penalty
would include the removal of the service providers from our supplier database. We will also
write to the employer of these individuals to indicate their false declarations to their municipality
Management comment on internal control deficiencies: Disagree, measures have been
put in place such as declarations used (MBD4) and where internal controls have been bypassed through false declarations, then it may be tantamount to fraud.
Management comment on recommendation: MBD4 are included in the tender documents
specifically to address issues indicated in your recommendation.
Remedial action: Management will communicate with these service providers and penalize
them for false declarations submitted to the municipality. The penalty would include the
removal of the service providers from our supplier database. We will also be using an on-line
system that can check the employment status of all directors of company bidders before
adjudication.
What actions will be taken:

By whom

Management will
communicate with these
service providers and
penalize them for false
declarations submitted to the
municipality. The penalty
would include the removal of

Person: Success Marota

By when: On an ongoing
basis.

Position: CFO
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the service providers from
our supplier database.
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
awards were made to suppliers in which persons in service of other state institutions have an
interest and the members/directors did not declare the interest.
14. Declaration of interest (MBD4) not completed by suppliers
Audit finding
Regulation 13 (c) of the Municipal Supply Chain Management Regulations_GNR 868 states that, a
supply chain management policy must state that the municipality or municipal entity may not
consider a written quotation or bid unless the provider who submitted the quotation or bid –
a)

has indicated –
(i) whether he or she is in the service of the state, or has been in the service of the state in
the previous twelve months;
(ii) if the provider is not a natural person, whether any of its directors, managers, principal
shareholders or stakeholder is in the service of the state, or has been in the service of the
state in the previous twelve months; or
(ii) whether a spouse, a child or parent of the provider or of a director, manager,
shareholder or stakeholder referred to in subparagraph (ii) is in the service of the, or has
been in the service of the state in the previous twelve months.

During the audit of procurement and contract management it was noted that the following suppliers
have not submitted their declaration of interest as required by Regulation 13 (c).
No.
1

Supplier
number
5091

Supplier name

Amount

Comments

Schindler Lifts (SA) (Pty) Ltd

R

Not submitted

81 951.65

Non-compliance with Regulation 13 (c) of the Municipal Supply Chain Management
Regulations_GNR 868 and could also lead to possible irregular expenditure.
Internal control deficiency
Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations
Recommendation
Management should ensure that the quotations received are in compliance with the applicable
regulations and the compliance checklist should be reviewed by a senior in SCM.
Management response
Management comment on audit finding: Agree, This company was appointed in 2003 for
the installation and maintenance of the lifts within the building. The contract was never
cancelled by either party and therefore remained in force as per section 8 of the maintenance
contract.
Management comment on internal control deficiencies: Agree
Management comment on recommendation: Agree, this is the current practice that we
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follow for all procurement.
Remedial action: Terminate the contract and get quotations for the maintenance of the lifts in
line with the SCM policy.
What actions will be taken: By whom
By when: 31 January 2015
Terminate the contract and
get quotations for the
maintenance of the lifts in
line with the SCM policy.

Person: Success Marota
Position: CFO

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as a
suppliers have not submitted their declaration of interest as required by Regulation 13 (c).
15. Regulation 32
Audit finding
Regulation 32 of Supply Chain Management stipulates that the following:
The Accounting Officer may procure goods or services under a contract secured by another organ
of state, but only if –
(a) the contract has been secured by that other organ of state by means of a competitive
bidding process applicable to that organ of state;
(b) there is no reason to believe that such contract was not validly procured;
(c) there are demonstrable discounts or benefits to do so and
(d) that other organ of state and the provider have consented to such procurement in
writing
During the audit of supply chain management it was noted that the contract of Silver Solution was
procured through regulation 32, even though at the time of procuring goods the contract has
expired from other organ of the state.
Other organ of
the state
Ekurhuleni
Metropolitan

Expired date
30 June 2013

Appointment date as
per Lesedi’s records
24 January 2014

Amount
R572 457.00

Non-compliance of the SCM regulation
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting, compliance and related internal controls.
Financial management
Management and those charged with governance did not prepare regular, accurate and complete
financial reports that are supported and evidenced by reliable information.
Recommendation
Management should implement controls to ensure that the SCM regulations are met relating to the
tendering process prior to awarding.
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Management response
Management comment on audit finding: Agree, all the necessary processes were followed
and approval granted by the other organ of state without advising us that the contract had
expired.
Management comment on internal control deficiencies: Disagree, as all the due processes
were followed and we relied on the permission granted by the other organ of state.
Management comment on recommendation: Agree.
Remedial action: Monitoring of laws and regulations.
What actions will be taken:

By whom
Person: Success Marota

By when: Ongoing

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as the
contract was procured through regulation 32, even though at the time of procuring goods the
contract has expired from other organ of the state.
16. Procurement and contract management
Audit finding
Section 62(1) (d) of the Municipal Finance Management Act no.56 of 2003 states that the
accounting officer of a municipality is responsible for managing the financial administration of the
municipality, and must for this purpose take all reasonable steps to ensure that unauthorised,
irregular or fruitless and wasteful expenditure and other losses are prevented.
During the audit of procurement and contract management it was noted that the total payments
made to the following service provider under the contract up to date exceed the original contract
price.
Name

Contract price

Sanchaa

923 400

Total payments made to date
2 213 629

Difference
1 290 229.20

This may results to irregular expenditure
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial reporting, compliance
and related internal controls to ensure that supply chain management compliance requirements
are met in order to prevent irregular expenditure.
Recommendation


Management should ensure relevant officials of the municipality are adequately trained and
made aware of all the applicable laws and regulations that need to be complied with.



Consequence management should be implemented for officials who contravened the laws and
regulations.
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Management comments
Management comment is still outstanding
17. Incomplete and inaccurate contract register
Audit finding
Section 62 (1) of the MFMA stipulates that the accounting officer of a municipality is responsible for
managing the financial administration of the municipality, and must for this purpose take all
reasonable steps to ensure –
(b) that full and proper records of the financial affairs of the municipality are kept in accordance
with any prescribed norms and standards;
(c) that the municipality has and maintains effective, efficient and transparent systems (i) of financial and risk management and internal control; and
(ii) of internal audit operating in accordance with any prescribed norms and standards;
During the audit of procurement and contract management it was noted that the following
information was incorrectly or incompletely recorded in the contract register:
No.
1

Suppliers name
Max Prof (07/2013)

Description
VAT Contingency Review

2

Langa Electrical

Repair and Maintenance of
Electrical related infrastructure

Comments
Supplier not included in the
register
Supplier not included in the
register

The expenditure to date and current year expenditure is also not included in the register for every
supplier recorded.
Incomplete and inaccurate information may be captured in the contract register.
Internal control deficiency
Financial and performance management
Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting
Recommendation
Management should ensure that they always maintain a complete and accurate contract register.
Management response
Management comment on audit finding: Disagree, only two of the ten contracts listed did
not appear in the contract register being MaxProf and TMT services. These contracts had not
been signed.
Management comment on internal control deficiencies: Disagree, the contracts had not
been signed by 30 June 2014.
Management comment on recommendation: Agree.
Remedial action: The contract register will be automated with the Intenda upgrade that is
currently taking place
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What actions will be taken:

By whom

By when: 31 December 2014

Person: Paul Malgas
Position: SCM Manager
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
information was incorrectly or incompletely recorded in the contract register
18. Consultants performance not properly monitored
Audit finding
Section 62(1)(c)(i) of the Municipal Finance Management Act 56 of 2003 states that the accounting
officer of a municipality is responsible for managing the financial administration of the municipality,
and must for this purpose take all reasonable steps to ensure that the municipality has and
maintains effective, efficient and transparent systems of financial and risk management and
internal control.
During the audit of consultants the following weaknesses were identified:





Management does not review, at least on an annual basis, whether the objectives of the
institution are better achieved through use of consultants or permanent staff.
Management did not regularly analyse the cost effectiveness of creating permanent
capacity versus using a consultancy, while ensuring continuity and service delivery.
Management does have measures in place to ensure that appointed consultants transfer
skills to employees of the municipality
The municipality does not have a consultancy reduction plan

Too much reliance may be placed on the work of consultants
Municipal staff may not be fully capacitated
Internal control deficiency
Leadership
Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance and related internal controls
Recommendation
Management must ensure that appointed consultants transfer skills to the employees of the
municipality and that their work is monitored on a regular basis.
Management response
Management comment on audit finding: Disagree, this is very generic. Which consultants
have been identified as not been monitored by management?
Meetings are held regularly with consultants to monitor their services to the municipality but
your query is not specific and as a result we are unable to respond to cases that have been
identified by yourselves.
Does this apply to all consultants in the municipality?
Management comment on internal control deficiencies:
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Management comment on recommendation:
Remedial action:
What actions will be taken:

By whom
Person:

By when:

Position:
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as the
performance of consultants was not adequately monitored.
19. SCM: Contract awarded to incorrect supplier
Audit finding
Section (2)(1) (f) of the Preferential Procurement Policy Framework Act states that the contract
must be awarded to the tenderer who scores the highest points, unless objective criteria in addition
to those contemplated in paragraphs (d) and (e) justify the award to another tenderer
Regulation 10(1) & 10(2) of the Preferential Procurement Regulations (PPR) of 8 June 2011 states
that:
(1) tenderers with annual total revenue of R5 million or less qualify as Exempted Micro Enterprises
(EMEs) in terms of the Broad-Based Black Economic Empowerment Act, and must submit a
certificate issued by a registered auditor, accounting officer (as contemplated in section 60 (4) of
the Close Corporation Act, 1984 (Act No. 69 of 1984)) or an accredited verification agency.
(2) tenderers other than exempted micro-enterprises (EMEs) must submit their original and valid BBBEE status level verification certificate or a certified copy thereof, substantiating their B-BBEE
rating.
During the audit of procurement and contract management it was noted that contract has been
incorrectly awarded to ANF Chartered Accountants even though the supplier has not
submitted their original and valid B-BBEE status level verification certificate or a certified copy and
scored less points.

Names

Amount

Points calculated by the auditee

Points re-calculated by the
auditor

Price
Equity
points (80) (20)

Price
Equity
Total
points (80) (20)

Total

ANF Chartered Accountants

200 000

70.89

12.00

82.89

70.89

12

82.89

Akhile

179 550

80.00

20.00

100.00

80.00

20

100.00

Non-compliance with the relevant laws and regulations
Internal control deficiency
Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations
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Recommendation
Management should ensure that the evaluation process is fairly performed and contract is awarded
to the winning supplier.
Management response
Management comment on audit finding: Disagree. The order form indicates reasons why
the service provider with the lowest points was awarded the bid and this order was approved
by the Accounting Officer. This project was grant funded and as a result the municipality’s
mandate was to spend all the funds as we had a history of underspending on grant funding
which is deemed negative by both National and Provincial government resulting in a bad
rating. In respect of the BBBEE certificates, refer to comments on query 7 above.
Management comment on internal control deficiencies: Disagree, this award was made
having considered all SCM laws and regulations.
Management comment on recommendation: Disagree, The evaluation process was
performed fairly.
Remedial action: None
What actions will be taken:

By whom

By when:

Person:
Position:
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
contract was awarded to incorrect supplier.
20. No evidence that the bids specifications were approved by the accounting officer prior
to publication of the invitation of bids
Audit finding
Regulation 27 of the Municipal Supply Chain Management Regulations states that (2) Specifications (g) must be approved by the accounting officer prior to publication of the invitation for bids in terms
regulation 22.
During the audit of procurement and contract management we noted that there was no evidence
that bid specifications for the following sampled tenders were approved by the Accounting Officer
prior to being published in the invitations for bids:
No
1
2
3
4

Supplier
Zizi events management
BC Landscape training and consulting
Immediate Electrical
Scip Engineering

Tender no.
03/2013
05/2013
21/2013
10/2013

Amount
R 5 335 200
R 2 170 560
R 6 100 000
R 501 600

Non-compliance with Regulation 27 of the Municipal Supply Chain Management Regulations
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Internal control deficiency
Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations
Recommendation
Management should ensure that bids specifications are approved by the accounting officer prior to
publication of the invitation of bids.
Management response
Management comment on audit finding: Agree, Section 57 managers are directly
accountable to the Accounting Officer and these managers approved the specifications
through their delegations from the Accounting Officer. The bid specification committee is
appointed by the Accounting Officer to draft and approve the bid specifications; the Accounting
Officer signs the specifications to concur with the bid specifications.
Management comment on internal control deficiencies: Agree.
Management comment on recommendation: Disagree, recommendation does not talk to the
issue being queried in respect of quotations.
Remedial action: All specifications will be approved by the Accounting Officer as required.
What actions will be taken:

By whom

By when: Ongoing

See remedial action.

Person: Success Marota
Position: CFO

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as there
was no evidence that the bids specifications were approved by the accounting officer prior to
publication of the invitation of bids.
21. The register of bids received on time and bid results are not published on the website of
the municipality
Audit finding
Regulation 23 of the Municipal Supply Chain Management Regulations states that –
A supply chain management policy must determine procedures for handling, opening and
recording of bids, and must (c) require the accounting officer (ii) to make the register available for public inspection; and
(iii) to publish the entries in the register and the bid results on the website of the municipality or
municipal entity.
During the audit of procurement we noted that the register of bids received on time is not published
on the municipality's website and made available for public inspection:
No
1

Supplier
Zizi events management

Tender no.
03/2013

Amount
R5 335 200.00
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2
3
4

BC Landscape Training and Consulting
Immediate Electrical
Scip Engineering

05/2013
21/2013
10/2013

R2 170 560.00
R6 100 000.00
R 501 600.00

Non-compliance with relevant laws and regulations
Internal control deficiency
Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations
Recommendation
Management should ensure that the register of bids received on time and bid results are published
on the website of the municipality
Management response
Management comment on audit finding: All bid openings are done in public and all bid
submissions are recorded in a register together with their prices. This was done for the above
sample. It was not normal practice that the register and bid results gets published on the
municipal website even though it was available for public inspection at a request.
Management comment on internal control deficiencies: Agree
Management comment on recommendation: Disagree, recommendation does not talk to the
issue being queried in respect of quotations.
Remedial action: To publish the entries in the register and the bid results on the website of
the municipality.
What actions will be taken:

By whom

Refer to remedial action.

Person: Success Marota

By when: Ongoing

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as the
register of bids received on time and bid results are not published on the website of the
municipality.
Budget
22. Reasons for adjusting approved budget not disclosed in the annual financial statements
Audit finding
Paragraph 27 (a) and (b) of GRAP 24 states that an entity shall present an explanation of whether
changes between the approve and final budget are a consequence of reallocations within the
budget, or of other factors:
(a) by way of note disclosure in the financial statements;
(b) in a report issued before, at the same time as , or in conjunction with the financial statements
and shall include a cross reference to the report in the notes to the financial statements;
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Annual Financial Statements were not properly reviewed before they are submitted for audit
None compliance with GRAP 24
Internal control deficiency
Financial and performance management
Management did not prepare regular, accurate and complete financial and performance reports
that are supported and evidenced by reliable information
Recommendation
Management should ensure that reason for adjusting the approved budgets are disclosed in the
notes to the annual financial statements of the municipality.
Management response
Management comment on audit finding: Disagree, refer to note 52 of the notes. Also note
that there is only one approved budget. The adjustment budget is an approved budget of
Council and reasons for adjustments can be accessed through council resolutions. Also the
reasons for adjusting a budget are indicated in the annual report.
Management comment on internal control deficiencies: Disagree.
Management comment on recommendation: Disagree, note 52 addresses both the
differences between the actual and final budget and adjusted and final budget.
Remedial action: None.
What actions will be taken:

By whom

None.

Person: Gugu Mncube

By when:

Position: Manager Management Accounting
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
reasons for adjusting approved budget not disclosed in the annual financial statements.

Immovable and movable assets
23. Assets that could not be verified
Audit finding
Section 63(1) of MFMA stipulates that the accounting officer of a municipality is responsible for the
management of the assets of the municipality, including the safeguarding and the maintenance of
those assets; and the liabilities of the municipality.
During the audit property, plant and equipment the following assets were not be verified and their
existence could thus not be proven.
Asset Number
JF016
XXXXX

Asset Category
Intangible Asset
Intangible Asset

Asset Type
COMPUTER SOFTWARE
COMPUTER SOFTWARE

Amount
R 212 962.63
R 44 714.46
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14984_b
12457_c

Intangible Asset
Intangible Asset

32210021177370

Library Books

32210021177362

Library Books

COMPUTER SOFTWARE
COMPUTER SOFTWARE
World Book student discovery
encyclopaedia
World Book student discovery
encyclopaedia

R 12 647.23
R 4 542.93
R 4 026.00
R 4 026.00

Assets may not exist and financial statements could be misstated
Internal control deficiency
Financial and performance management
Prepare regular, accurate and complete financial and performance reports that are supported and
evidenced by reliable information
Recommendation
Management must ensure that a full physical verification of assets is performed on an annual basis
and that the reports of consultants performing work on behalf of the municipality is
adequately reviewed timeously so that steps can be taken to perform additional work where
necessary.
Management’s response
Management comment on audit finding: Intangible assets cannot be physically verified due
to their nature and these assets were procured some years ago and the documents have been
archived. The asset register has been reviewed and updated for all investment properties and
the AFS adjusted accordingly. During the verification process, all Libraries were searched to
see if the missing volumes were mixed up and it turned out that they are missing/ lost.
Management comment on internal control deficiencies: Agree
Management comment on recommendation: Agree
Remedial action: Annual physical verification of assets.
What actions will be taken:

By whom
Person: Success Marota

By when: June 2015

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
sufficient evidence could not be provided to verify the existence of intangible assets and library
books could not be located.
Property, Plant and Equipment
24. Assets not verified by management
Audit finding
Section 63 of the Municipal Finance Management Act 56 of 2003 stipulates that –
(1) The accounting officer of a municipality is responsible for the management of –
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(a) the assets of the municipality, including the safeguarding and the maintenance of those
assets;
(b) the liabilities of the municipality.
(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure –
(c) that the municipality has and maintains a system of internal control of assets and
liabilities, including an asset and liabilities register, as may be prescribed
During the audit of property plant and equipment we noted that the municipality’s consultants for
assets, i@Consulting, did not perform full physical assets verification. Management did not take
any steps to verify the unverified assets and thus these assets were not verified at year end.
The book value of these assets is R 6 959 496 at 30 June 2014. The following are examples of
assets not verified by management:
Barcode Reference

Asset Group/Facility Asset type

22338
XV220
24528
YE507_a
YE507_b

GRADERS
TRACTOR
FIRE ENGINES
TIPPERS
TIPPERS

GRADERS
TRACTORS
FIRE ENGINES
TIPPERS
TIPPERS

Carrying Value Closing 2013/14
R 1 116 190.51
R 460 424.50
R 452 926.32
R 269 273.72
R 269 273.72

Assets balance may be misstated in the financial statements as the assets may not exist
(existence) and/or the condition of the assets may require the assets to be impaired (valuation).
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting, compliance and related internal controls.
Recommendation
Management must ensure that a full physical verification process of assets is performed on an
annual basis and that the reports of consultants performing work on behalf of the municipality are
adequately reviewed timeously so that steps can be taken to perform additional work where
necessary.
Management’s response
Management comment on audit finding: An item was done for Council to write-off certain
assets that could not be verified during the verification project. We are of the view that some of
these assets can be found and as a result we cannot write them off blindly. In order to ensure
that the asset register include assets that we know of their existence and all have been verified
we excluded the not verified assets for fair presentation of our assets in the financial
statements whilst we embark on an exercise to verify those that were not verified. The natures
of these assets are movable and at times can be located at the location where they were put.
Attached herewith is the council item that was done and the referral back by council to ensure
that we only write off assets that we confident that they do not exist.
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Management comment on internal control deficiencies: Disagree, we went through an
asset management project that was meant to clean up our asset register and inherently
movable assets can go missing due control deficiencies around the management of movement
for these assets.
Management comment on recommendation: Partly disagree as the report of the consultants
was followed up with a request to council for write-off but the council decided to be cautious in
this regard.
Remedial action: To confirm with internal stakeholders that existence of the not verified
assets and thereafter request council to write off those that do not longer exist.
What actions will be taken:
See remedial action.

By whom

By when: February 2015.

Person: Success Marota
Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as assets
were not verified by management to determine their existence.
25. Asset not in good working condition
Audit finding
MFMA section 63(1) states that the accounting officer of a municipality is responsible for the
management of the assets of the municipality, including the safeguarding and the maintenance of
those assets; and the liabilities of the municipality.
During the audit of property, plant and equipment the following assets were verified and found not
to be in good working condition:
Barcode
32210019078465

Author
KORMAN, Justine

Title
Disney's inkosi ubhubesi / liguqulelwe nguJustine
Korman ; imidwebo nguDon Williams no H R Russell ;
WILLIAMS, Don

32210003935639
32210005659591

STEWART, Molly Mia A roller coaster for the twins!
WADDINGTON, Adrian Kreatiewe kalligrafie / [50 oorspronklike projekte en 24
alfabette vir talle sierontwerpe]

32210019004438

CARTLAND, Barbara

This is love

Assets could be misstated
Internal control deficiency
Financial and performance management
Prepare regular, accurate and complete financial and performance reports that are supported and
evidenced by reliable information
Recommendation
Management implement controls to ensure that damaged assets are written off and are not part of
the asset register
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Management response
Management comment on audit finding: These assets are not in a good working condition
and will be written off by 31 December 2014.
Management comment on internal control deficiencies: Management will ensure that
damaged books are written off annually
Management comment on recommendation: When the annual stock taking is conducted, all
damaged books will also be identified and written off by submitting an item for approval to
Council
Remedial action: Damaged and books in poor condition will be written off annually.
What actions will be taken:

By whom
Person: Cynthia Mokoena

By when: June 2015

Position: Executive Manager
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as assets
were not in good working condition.
26. Asset register not complete
Audit finding
Section 63 of the Municipal Finance Management Act 56 of 2003 stipulates the following:
(1) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure –
(c) that the municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register, as may be prescribed.
During the audit of assets and the testing of compliance with asset management provisions as
stipulated in MFMA, the following was noted after inspection of the Asset Register:
 Assets are not disclosed with their location, cost centre and department.
Improper management and safeguarding of the assets
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting, compliance and related internal controls.
Recommendation
Management should ensure that controls are in place over proper documentation of assets in the
asset register.
Management response
Management comment on audit finding: Disagree, the asset register includes descriptions
of all assets and their locations. Infrastructure assets can be located using GPS co-ordinates
and movable assets can be located per department and office of use.
Management comment on internal control deficiencies: Disagree, we went through an
asset management project that was meant to clean up our asset register.
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Management comment on recommendation: Disagree, the asset register includes
descriptions of all assets and their locations. Infrastructure assets can be located using GPS
co-ordinates and movable assets can be located per department and office of use
Remedial action: Review of the asset register.
What actions will be taken: By whom
By when: Ongoing basis
throughout the financial year.
Review of the asset register. Person: Success Marota
Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as the
submitted asset register was not complete.
27. Monthly Reconciliations of the asset register not performed
Audit finding
Section 63 (2)(c) of the MFMA act states the following:
The accounting officer must for the purposes of subsection (1) take all reasonable steps to ensure
that the municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register, as may be prescribed.
During the audit property, plant and equipment it was noted that management does not perform a
monthly reconciliations between the asset register and the general ledger that are reviewed by a
senior official.
Property, plant and equipment as disclosed in the annual financial statement may be misstated
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting, compliance and related internal controls.
Recommendation
Management should also introduce adequate controls to ensure that monthly reconciliations of the
asset register to general ledger is performed, thus allowing early detection of any misstatements
that may arise.
Management response
Management comment on audit finding: Agree, all assets of the municipality were verified in
the last quarter of the financial year in order to clean up the asset register and ensure that
monthly reconciliations are conducted.
Management comment on internal control deficiencies: Disagree, the verification exercise
was conducted in order to improve the financial reporting and internal control processes of the
municipality on assets.
Management comment on recommendation: Agree.
Remedial action: Monthly reconciliations would be performed.
What actions will be taken:

By whom

By when: Monthly
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Refer to remedial action

Person: Success Marota
Position: CFO

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
monthly Reconciliations of the asset register not performed
Inventory
28. Approved requisition forms for issued stock could not be submitted for audit purpose
Audit finding
Section 62 (1) of the Municipal Finance Management Act, Act 56 of 2003 stipulates that:
“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure —
(b) that full and proper records of the financial affairs of the municipality are kept in accordance
with any prescribed norms and standards;
(c) that the municipality has and maintains effective, efficient and transparent systems—
(i) of financial and risk management and internal control; and
(ii) of internal audit operating in accordance with any prescribed norms and standards;
During the audit of inventory it was noted that the following issued stock were not supported by
approved requisition forms from the user departments.
Number
1

Item Code
6B90000250

2

6B90000280

Item Description
10mm. AIRDAC C/W 2
PILOT WIRES
16mm AIDAC C/W 2
PILOT WIRES.

Trans Qty
450
380

Trans Amt
R21 698

Trans Date
20131001

R19 930

20131021

Items might be removed from stores without proper authorization from the user department.
Internal control deficiency
Financial and performance management
Management and those charged with governance did not prepare regular, accurate and complete
financial that are supported and evidenced by reliable information.
Recommendation
Management should ensure that proper authorization is obtained from the user departments before
items are released from stores.
Management response
Management comment on audit finding: Disagree. Approved requisition forms were
submitted for all the above-mentioned items.
Management comment on internal control deficiencies:
Management comment on recommendation:
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Remedial action: Ensure that requisitions are posted and filed at the day of the issue.
What actions will be taken:

By whom

By when:

Person:
Position:
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
approved requisition forms for issued stock could not be submitted for audit purpose for the two
transactions listed above.
Leases
29. Lease agreement documents not submitted
Audit finding
Section 62 (1) of the Municipal Finance Management Act, Act 56 of 2003 stipulates that:
“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure —
(b) that full and proper records of the financial affairs of the municipality are kept in
accordance with any prescribed norms and standards;
(c) that the municipality has and maintains effective, efficient and transparent systems—
(i) of financial and risk management and internal control; and
(ii) of internal audit operating in accordance with any prescribed norms and standards;
During the audit of lease commitment it was noted that incomplete lease agreement for MESO
Automation (Pty) Ltd was submitted for audit, records detailing the agreed rates per month and
specifications of items leased were not attached.
The auditor could not perform tests as there is no audit trail and auditor cannot conclude.
This is a limitation on the audit work and could have a negative impact on the audit report.
Internal control deficiency
Financial and performance management
Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.
Recommendation
It is recommended that management should properly keep supporting documents or information for
all the items impacting the financial records.
Management should also ensure that the following requested information is submitted for audit
purpose.
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Auditor’s response
Management comment noted, however this finding will remain in the management report as the
submitted schedule was not signed by the accounting officer and service provider indicating that
both parties agreed to the rate.

Operating expenditure
30. Invoices not paid within 30 days
Audit finding
Section 65(2)(e) of the Municipal Finance Management Act states that the accounting officer must
take all reasonable steps to ensure that all money owing by the municipality be paid within 30 days
of receiving the relevant invoice or statement unless prescribed otherwise for certain categories of
expenditures
During the audit, we noted that in some instances the municipality did not pay the suppliers within
30 days from date of receiving the invoice. The following serves as an example:

1 ESKOM

Cheque
Stamp
Payment
No.
Date
Date
91020987 28-Mar-14 30-Apr-14

No. of
Days
33

2 ESKOM

91020986 28-Mar-14 30-Apr-14

33

3 ESKOM

91020985 28-Mar-14 30-Apr-14

33

4 ESKOM

91021574 30-May-14 09-Jul-14

40

5 ESKOM

91021573 30-May-14 09-Jul-14

40

6 ESKOM

91021572 30-May-14 09-Jul-14

40

7 FUTURIS GUARDING SYSTEMS CC

91021209 22-Apr-14 29-May-14

37

8 ZIVUSENI AGRICULTURAL CO-OPERATIVE

91019154 31-Jul-13 10-Sep-13

41

9 CPI CORPORATE PAYROLL INSTITUTION

91021676 30-May-14 09-Jul-14

40

10 FUTURIS GUARDING SYSTEMS CC

91021521 26-May-14 27-Jun-14

32

11 FOCUS FORMS CC

91021196 20-Mar-14 23-May-14

64

12 MTN SERVICE PROVIDER (PTY) LIMITED

80001

91

13 URBAN-ECON CC

91020743 07-Nov-13 26-Mar-14

139

14 IMMEDIATE ELECTRICAL

91019099 24-Jul-13 30-Aug-13

37

15 MAVOVO INVESTMENT HOLDINGS PTY LTD
91021551 22-May-14 30-Jun-14
NOLEWU CONSTRUCTION ELECTRICAL CHEMICAL
16
80334
07-Jan-14 24-Feb-14
SUPPLIERS
17 SISTERS IN ARMS
91020814 06-Mar-14 07-Apr-14

39

18 NGIMETHEMBILE CONSTRUCTION & PROJECTS

91019043 29-Jul-13 30-Aug-13

32

19 TSS TRANSFORMERS CC

91018960 26-Jun-13 07-Aug-13

42

20 AMAZA TELEMATICS & FLEET MANAGEMENT

91019964 25-Oct-13 05-Dec-13

41

No Supplier Name

11-Jul-13 10-Oct-13

48
32

Non-compliance with Municipal Finance Management Act
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Internal control deficiency
Leadership
Management did not implement adequate controls over the ensuring of payment of supplier
invoices within 30 days.
Recommendation
Management should properly monitor and implement controls and systems to ensure suppliers are
paid within 30 Days.
Management response
Management comment on audit finding: The municipality incurs losses as a result of the
tariff structure for the commercial customers during winter and coupled with the collection
levels averaging 88% for the year, we were unable to always pay creditors within 30 days as
required. Eskom as per their due date.
Management comment on internal control deficiencies: Disagree, Creditors and Sundry
Creditors are monitored every week, due to cash flow constrains some was paid after 30 days.
Management comment on recommendation: With enough cash flow we will strive to pay all
creditors within the 30 day period to comply with the MFMA.
Remedial action: Improve the collection levels, review the tariff structure for commercial
customers and implement costs containment measures for general expenditure
What actions will be taken:
Refer to remedial action

By whom
Person: Success Marota

By when: June 2015

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
invoices were not paid within 30 days.
31. VAT Incorrectly recorded or omitted from recording
Audit finding
Section 62(1)(b) of the Municipal Finance Management Act no.56 of 2003 states that the
accounting officer of a municipality is responsible for managing the financial administration of the
municipality, and must for this purpose take all reasonable steps to ensure that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standard
During the audit of expenditure, it was noted that there were suppliers who charged VAT to the
Municipality but the suppliers were not VAT vendors but they were paid amounts inclusive of VAT.
There were also cases noted where the supplier charged VAT in the invoices, but the Municipality
did not record the VAT portion in the financial statements. Neither did the Municipality include the
VAT portion when paying the supplier. The following tables serve as examples of the above:
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Table 1: Case where the Municipality paid VAT to a non-vendor

No Supplier Name
1

SISTERS IN
ARMS

Cheque No.

VAT portion incorrectly paid
for

91020814

13 183.33

Expenditure and VAT control accounts may be misstated
Internal control deficiency
Leadership
Lack of proper review of the supporting documents for transactions due to management oversight
Recommendation
Management should ensure that supporting documents for transactions are properly reviewed prior
to being approved for recording and that where applicable; the VAT implications are properly
addressed
Management response
Management comment on audit finding: Agree to finding 1 due to an oversight we did not
notice that the service provider was not a VAT vendor.
Management comment on internal control deficiencies: Disagree
Management comment on recommendation: Supporting documents were reviewed, see
comment above.
Remedial action: None
What actions will be taken:

By whom
Person: Success Marota

By when: Ongoing

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
management has paid VAT to a non-registered vendor.
Payables
32. Supporting documentation not submitted for audit purpose
Audit finding
Section 62 (1) of the Municipal Finance Management Act, Act 56 of 2003 stipulates that:
“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure —
(b) that full and proper records of the financial affairs of the municipality are kept in accordance
with any prescribed norms and standards;
(c) that the municipality has and maintains effective, efficient and transparent systems—
(i) of financial and risk management and internal control; and
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(ii) of internal audit operating in accordance with any prescribed norms and standards;
No supporting documents/schedules could be obtained for Trade payables as follows:
Trade Payables Amount as per Financial
statements
Amount as per supplier listing

R 54 460 387
-R 9 146 150

Amount as per Sundry Creditors list
Amounts not supported by any schedules

-R 43 681 592
R 1 632 645

No sufficient or appropriate evidence could be obtained for Unclaimed and confiscated deposits
amounting to R1 469 072.
The auditor could not perform tests as there is no audit trail and auditor cannot conclude.
This is a limitation on the audit work and could have a negative impact on the audit report.
Internal control deficiency
Financial and performance management
Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.
Recommendation
It is recommended that management should properly keep supporting documents or information for
all the items impacting the financial records.
Management response
Management comment on audit finding: We will review the schedule and the AFS will be
adjusted accordingly where necessary.
Unclaimed and confiscated deposits do not have any supporting documentation as they relate
to transactions that occurred when the municipality was using the PROMIS system which is the
previous financial system. The e-Venus was procured, these was transferred as a take on
balance without details and as a result we are not able to produce detailed records for it. We
requested council approval for its write off as per the attached council resolution, council opted
that we advertise and request the community to claim back their deposits and after this
process they would consider the write-off.
Management comment on internal control deficiencies: Agreed.
Management comment on recommendation: Agreed.
Remedial action: Seek council approval for the write-off.
What actions will be taken:
Refer to remedial action
above.

By whom
Person: Success Marota

By when: June 2015.

Position: CFO

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
amount were not supported by detailed schedule and this will be reported in the summary of
uncorrected misstatement.
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Predetermined objectives
33. Budget not aligned to IDP and SDBIP
Audit finding
Regulation 6 of the Municipal Planning and Performance Management Regulations, 2001, on
integrated development planning, specifically, 'giving effect to integrated development plan' states
that "a municipality's integrated development plan must:
a) inform the municipality's annual budget that must be based on the development priorities and
objectives referred to in section 26(c) of the Act (Municipal Systems Act,2000) and the
performance targets set by the municipality in terms of regulation 12; and
b) be used to prepare action plans for the implementation of strategies identified by the
municipality.
As per inspection of the municipal Service Delivery and Budget Implementation Plan (SDBIP),
Integrated Development Plan (IDP) and the annual budget for the financial period it has been
noted that there is no proper link between the municipal budget and the following development
priorities and objectives.
1)
2)
3)
4)
5)

Basic service delivery
Municipal Institutional Development and transformation
Local Economic Development
Municipal Financial Viability and Institutional Transformation
Good Governance

No proper monitoring and review is performed to ensure that the SDBIP development priorities and
objectives as per the municipality’s SDBIP and IDP are aligned to annual budget.
Development priorities and objectives of the municipality may not be achieved due to lack of
budget allocation
Internal control deficiency
Leadership
The accounting officer did not in all instances develop and monitor the implementation of action
plans to address internal control deficiencies
Recommendation
Management should ensure budget allocation should be provided for the municipality development
priorities and objectives as outlined in the SDBIP and IDP.
Management response
Management comment on audit finding: Disagree, the budget is aligned to the IDP and
SDBIP. Capital projects can be traced from the IDP and SDBIP to the budget. It is only
operational issues such as employee costs, bulk purchases etc, that cannot be directly linked
due to the operational nature of these items. E.g. The 5 municipal KPA’s as indicated above all
have employee costs implication but these cannot be linked directly from the budget to each
KPA due to the administrative burden to do that. This is the case with all municipalities. The
operational budget is allocated per department through votes. Each department is responsible
and gets evaluated on all 5 KPA’s that are aligned to the IDP.
Management comment on internal control deficiencies: Disagree, the budget is aligned to
the IDP and SDBIP.
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Management comment on recommendation: This has been done.
Remedial action: None
What actions will be taken:

By whom

None

Person: Success Marota

By when:

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as budget
was not aligned to IDP and SDBIP.
34. Mid-year performance assessment not adequately reported
Audit finding
Section 72 of the MFMA ACT 56 of 2003 states that:
“Mid-year budget and performance assessment - (1) the accounting officer of a municipality must
by 25 January each year
(a) Assess the performance of the municipality during the first half of the financial year, taking into
account
(i)

the monthly statements referred to in section 71 for the first half of the financial year;

(ii) the municipality’s service delivery performance during the first half of the financial
year, and the service delivery targets and performance indicators set in the service delivery
targets and performance indicators set in the service delivery and budget implementation
plan
(iii) the past year’s annual report , and progress on resolving problems identified in the
annual report
During the assessment of the mid-year performance report it was noted the mid-year performance
report does not take into account items as stated in section 72 (i)-(iii) of the MFMA Act of 2003
Non-compliance with Section 72 of the MFMA Act 56 of 2003
Internal control deficiency
Leadership – Oversight responsibility
Management did not exercise oversight responsibility over compliance with laws and regulations
and related internal controls.
Financial and performance Management
Management did not ensure that proper monitoring and review assessment is performed for the
first halve of the financial year.
Recommendation
Management should implement control measure to ensure compliance with relevant laws and
regulations and perform proper monitoring and review assessments.
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Management response
Management comment is still outstanding
35. Revised SDBIP not made available to the public within 10 days after approval of the
adjusted budget
Audit finding
Section 26 of the Municipal Budget and Budget Reporting Regulations notice 393 of 2009 states
that:
(1) Within ten working days after the municipal council has approved an adjustment budget, the
municipal manager must in accordance within section 21A of the Municipality System Act make
public the approved adjustment and supporting documentation as well as the resolution reflected
to regulation 25 (3)
(2) When making public an adjustment budget and supporting documentation in terms of sub
regulations (1), municipal manager must make public any other information the municipal
council considers appropriate to facilitate public awareness of the adjustment budget, including (a) Summaries of the adjustment budget and supporting documentation in alternate language
predominant in the community
(b) Information relevant to each ward in the municipality, if that ward is affected by adjustment
budget and
(c) Any consequential amendment of the service delivery and budget implementation plan that is
necessitated by the adjustment budget
During the audit of predetermined objectives it was noted that the revised SDBIP was not made
available to the public within 10 days after approval of the adjusted budget.

ITEM

Council Approval Date

Revised Budget

24/01/2014

Revised SDBIP

27/03/2014

No of working days between approval of revised
budget and revised SDBIP

44

Non-compliance with municipal budget and reporting regulation (GNR 393 of 17 April 2009, REG
26(1) and 26(2) (c)) compromises monitoring and oversight over planned development objectives/
priorities.
Internal control deficiency
Leadership



Management does not exercise oversight responsibility over compliance with laws and
regulations and related internal controls.
Lack of proper planning and implementation of action plans to ensure compliance with laws
and regulations

Recommendation
Management should ensure that the revised SDBIP is made available to the public within 10
working days after the approval of the revised adjustment budget.
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Management response
Management comment on audit finding: A strategic session was held which included both
the administrative and political leadership of the municipality whereby the re-engineering
process of the municipality started. The process of revising the SDBIP took longer as both the
administrative and political leadership had align the yearly plans to the adjustment budget and
ensure that they remained in line with the IDP. Proper consultation had to be undertaken.
Management comment on internal control deficiencies: Agree.
Management comment on recommendation: Agree
Remedial action: The SDBIP for 2014/15 financial year is aligned to the budget and should
the budget be adjusted, then the required time frame would be complied with.
What actions will be taken:

By whom

The SDBIP for 2014/15
financial year is aligned to
the budget and should the
budget be adjusted, then the
required time frame would be
complied with.

Person: Success Marota

By when:

Position: CFO

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
revised SDBIP not approved by council within 10 days after approval of the adjusted budget.
Provisions
36. Licenses for land fill site
Audit finding
In terms of section 20(1) of the Environmental Conservation Amendment Act ,2003 as amended by
the Government Gazette No 26023 published on 18 February 2004 states that no person may
establish ,provide or operate a disposal site without permit issued by the minister in terms of
section (1) to (10).
Any person who contravenes a provision of section 20(1), 20(9), 22(1) or 23(2) or a direction
issued under section 20(5) or fails to comply with a condition of a permit, permission, authorization
or direction issued or granted under the said provisions shall be guilty of an offence and liable on
conviction to a fine not exceeding R5 million or to imprisonment for a period not exceeding five
years and in the case of second or subsequent conviction, to a fine not exceeding R10 million or
imprisonment for a period not exceeding 10 years or in both instances to both such fine and such
imprisonment, and in addition to a fine not exceeding three times the commercial value of anything
in respect of which the offence was committed.
During the audit it was noted that the municipality operate a landfill site without the necessary
permit issued by the minister in terms of section (1) to (10), thereby contravening the Environment
Conservation Amendment Act, 2003.
Management has indicated the following in the previous financial year:
The municipality has been engaged in the process of getting approval to operate a new landfill site
and close the one used illegally. The process is tedious but is expected to be finalized in July 2014
when the new landfill site is expected to be opened.
Non-compliance with Environmental Conservation Amendment Act
84

Management report of Lesedi Local Municipality

Internal control deficiency
Leadership
Management did not exercise oversight responsibility over reporting and compliance with laws and
regulation.
Recommendation
Management must comply with the required legislation in order to avoid any possible fruitless and
wasteful expenditure
Management response
Management comment on audit finding: Operation of illegal dumping site in Devon was
stopped on the 31 July 2014 in compliance with GDARD’s notice of intention to issue noncompliance. Rietfontein Landfill site in Ekurhuleni Metro is used for disposal of Waste from the
Western Edge of Lesedi Local Municipality (Devon). Rehabilitation of Devon dumping site is
planned and budgeted for in the current financial year. LLM is awaiting (Record of Decision)
RoD/Closure Permit from GDARD in this regard to start with the rehabilitation process.
Management comment on internal control deficiencies: The site is no longer operational.
Management comment on recommendation: Management has complied with GDARD’s
notice by stopping the operation of the Devon dumping site.
Remedial action:
Rehabilitation of Devon dumping site is planned and budgeted for in the current financial year.
LLM is awaiting RoD from GDARD in this regard to start with the rehabilitation process.
What actions will be taken:

By whom
Person: Isaac Rampedi

By when: July 2015

Position: Executive Manager
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
dumping site was in operation during the period under review.
Receivables
37. Approval of incomplete applications for indigents
Audit finding
Paragraph 62 on Finance management of Municipal Finance Management System Act 56 of 2003
states that the accounting officer of a municipality is responsible for managing the financial
administration of the municipality, and must for this purpose take all reasonable steps to ensure
that full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards.
Paragraph 17 of indigent policy states that in relation to the powers and functions entrusted to the
Screening Committee. The committee will ensure that the scheme is effectively managed and
administered, and each committee will exercise the following powers and conduct the following
duties: - The approved application form for indigents must be signed by the Screening Committee
and finally by the Ward Councilor
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During the audit of receivables it was noted that the applications for indigents were approved even
though their application forms were incomplete.
Refer to the Annexure A of CoMAF 26 of 2014.
Applicants who does not qualify may be offered the benefits of indigents
Internal control deficiency
Leadership
Management did not exercise oversight responsibility regarding compliance and related internal
controls
Recommendation
Management should ensure they exercise proper oversight responsibilities regarding indigent
application process to enhance awareness on the staff members on the indigent application
process and ensure that all delegated signatories have signed the application forms.
Management response
Management comment on audit finding: Disagree, the screening committee is no longer
utilized to screen and evaluate the indigent applications. The municipality is using a service
provider that has access to credit bureau’s databases and certain databases such as the
Home Affairs, Deeds office and CIPC to advise the municipality of applications that may be
approved.
Management comment on internal control deficiencies:
Management comment on recommendation:
Remedial action: None.
What actions will be taken:

By whom
Person: Success Marota

By when:

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as there
was no sufficient evidence to indicate a screening was performed by the municipality.
Revenue
38. Completeness of rental income disclosed in the AFS
Audit finding
Section 62(1)(c)(i) of the Municipal Finance Management Act 56 of 2003 states that the accounting
officer of a municipality is responsible for managing the financial administration of the municipality,
and must for this purpose take all reasonable steps to ensure that the municipality has and
maintains effective, efficient and transparent systems of financial and risk management and
internal control.
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During the execution phase of revenue, the following was noted:
The municipality does not perform adequate monthly rental income reconciliations between income
register and general ledger.
The municipality does not maintain an adequate and complete rental register that contains the
following information for each asset being leased.
(i)

Description of asset including asset unique number

(ii) Terms of the lease i.e. rental charged, lease period.
(iii) Rental income received from leasing of hostel and stalls Management has indicated the
following in the previous financial year:
The municipality is in the process of reviewing all rental contracts and the land register and there is
a rental management committee that has been established to manage the land register and the
rentals.
Rental income as disclosed in the annual financial statements might be misstated
This might also results to loss of income due to non-collection of income
Internal control deficiency
Leadership
Management does not exercise oversight responsibility regarding financial and performance
reporting and compliance and related internal controls
Recommendation
Management should exercise oversight responsibility regarding financial and performance
reporting and compliance and related internal controls to ensure that the complete and accurate
financial statement that can be supported by reliable information are submitted for audit purpose
Management response
Management comment on audit finding: The municipality has embarked on a data cleansing
project inclusive of all lease contracts for municipal properties and the verification of these
properties and tenants. Information we have currently which was provided is based on a
combination of historical information and the results of the data cleansing projects as at 30
June 2014. A rental register was provided for this purposes and going forward reconciliations
would be performed.
Management comment on internal control deficiencies:
Management comment on recommendation:
Remedial action: Perform rental reconciliations on monthly basis and maintain the rental
register.
What actions will be
By whom
By when: December 2014
taken:
Person: Success Marota
Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
completeness of rental income could not be verified.
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39. Ticket fines are not sequentially numbered
Audit finding
Paragraph 62 on Finance management of Municipal Finance Management System Act 56 of 2003
states that the accounting officer of a municipality is responsible for managing the financial
administration of the municipality, and must for this purpose take all reasonable steps to ensure
that full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards.
During the audit of revenue, it was noted that the traffic fines in the report were not sequentially
numbered.
The following table indicates the missing the fines.
No
1
2
3

Notice
5076484240153256
5083615240167522
5075697240151682

Traffic fines may be incompletely recorded
Internal control deficiency
Financial and performance management
Management and those charged with governance did not prepare regular, accurate and complete
financial reports that are supported and evidenced by reliable information.
Recommendation
Management should ensure that:



accurate financial information is disclosed when preparing the financial statement to reflect
correct financial performance of the municipality,
amounts disclosed in the financial statements are supported by accurate and reliable
supporting documentation.

Management response
Management comment on audit finding: The audit query is acknowledged but partially
disagree as some fines were located on the archives.
Management comment on internal control deficiencies: Management will ensure that
proper filing is conducted and the relevant officials are capacitated.
Management comment on recommendation: Improvement on the movement of the
documents and the control should be improved. Filing of the supporting documents requires
some improvement.
Remedial action: The processing clerk is currently attending training on Record Management
and Archives thus the improvement is envisaged.
What actions will be taken:

By whom
Person: Meshack Makhubu

By when: 31 December 2014

Position: Manager
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Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as traffic
fines were not sequentially numbered.
40. Traffic fines - No proper supporting documents
Audit finding
Paragraph 62 on Finance management of Municipal Finance Management System Act 56 of 2003
states that the accounting officer of a municipality is responsible for managing the financial
administration of the municipality, and must for this purpose take all reasonable steps to ensure
that full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards.
During the audit of revenue it was noted that the following traffic fine books were never returned to
the municipality after they were books issued.
Issued Date
24/10/2013
24/04/2014
29/04/2014
2/6/2014

Book number
76676-76700
78001-78025
78026-78050
78076-78100

Victor No
V5
06
07
V9

We were also unable to obtain the following traffic fine books that were issued and returned to the
municipality.
Date Issue
16-Apr-14

Book number
83901-83925

Date Returned
Not stated

The auditor could not perform tests on the amount as there is no audit trail and auditor cannot
conclude on its accuracy, occurrence and classification.
Internal control deficiency
Financial and performance management
Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.
Recommendation
It is recommended that management should properly keep supporting documents or information for
all the items impacting the financial records.
Management response
Management comment on audit finding: Partially disagree with the finding as all the traffic
fines books were handed to the AG. Only 6 of the above stated are reportedly still outstanding
and the department is still trying to locate them.
Management comment on internal control deficiencies: The department will ensure the
availability of the register to control the issuing and receipt of the books.
Management comment on recommendation: The department will ensure the availability of
the register to control the issuing and receipt of the books.
Remedial action: All relevant documentation as well as supporting documents will be filled
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together for referencing. The relevant officials will be capacitated in terms of records keeping
and filing.
What actions will be taken: By whom
By when: 31 December 2014
Person: Meshack Makhubu
Position: Manager
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as traffic
fine books could not be located.
41. Understatement of interest received in the AFS
Audit finding
Paragraph 18 of GRAP 1 states that the financial statements shall present fairly the financial
position, financial performance and cash flows of an entity. Fair presentation requires the faithful
representation of the effects of transactions, other events and conditions in accordance with the
definitions and recognition criteria for assets, liabilities, revenue and expenses set out in the
Framework for the preparation and presentation of financial statements.
During the audit of revenue it was noted that amount of interest received as disclosed in the
statement of financial performance does not agree to amount as per bank confirmation.
R
1 435 321.00
As per the Annual Financial Statement
Per bank confirmation
Investec per bank confirmation
ABSA Cheque Acc per bank confirmation
ABSA Accrued Interest per bank confirmation
Difference

1 471 572.92
618 833.74
843 361.54
9 377.64
(36 251.92)

Amount of interest received may be understated by R36 251.92
Internal control deficiency
Financial and performance management
Management did not in all instances implement proper record keeping in a timely manner to ensure
that complete, relevant and accurate information is accessible and available to support financial
and performance reporting.
Recommendation
Management should ensure that amount of interest received is correctly disclosed in the annual
financial statements and supported by accurate and reliable information.
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Management response
Management comment on audit finding: We are investigating the reason why ABSA
confirmed different amounts to us compared to those confirmed to you but where necessary
we will process adjustments on the AFS.
Management comment on internal control deficiencies: Disagree, external confirmations.
Management comment on recommendation: Agreed.
Remedial action: The difference is not material but an adjustment will be processed where
appropriate.
What actions will be taken:

By whom:
Person: Success Marota

By when: 19 November 2014

Position: CFO
Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as
interest received as disclosed in the statement of financial performance does not agree to amount
as per bank confirmation.
42. Revenue CAATS
Audit finding
Paragraph 18 of GRAP 1 states that the financial statements shall present fairly the financial
position, financial performance and cash flows of an entity. Fair presentation requires the faithful
representation of the effects of transactions, other events and conditions in accordance with the
definitions and recognition criteria for assets, liabilities, revenue and expenses set out in the
Framework for the preparation and presentation of financial statements.
Section 62(1) (b) of the Municipal Finance Management Act no.56 of 2003 also states that the
accounting officer of a municipality is responsible for managing the financial administration of the
municipality, and must for this purpose take all reasonable steps to ensure that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards
Test 8 - Properties charged for water but not charged for sewerage


During the analysis CAATS result it was noted that the following stands not charged for
sewerage.
Management comment were not appropriate to justify the charges


No
1
2
3
4
5
6
7
8
9
10
11
12

Unit Number
1023000037590000000000000.00
1023000038310000000000000.00
1023000038910000000000000.00
1023000039150000000000000.00
1023000039660000000000000.00
1023000040320000000000000.00
1023000041960000000000000.00
1023000042080000000000000.00
1023000042090000000000000.00
1023000043420000000000000.00
1023000043440000000000000.00
1023000043830000000000000.00

SEWER_CHARGE
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00

WATER_AMT
R 1 421.00
R 674.00
R 1 971.00
R 1 249.00
R 2 496.00
R 1 661.00
R 1 991.00
R 1 037.00
R 2 722.00
R 558.00
R 531.00
R 3 207.00

New Comment
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
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13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

1023000043840000000000000.00
1023000043850000000000000.00
1023000043860000000000000.00
1023000043890000000000000.00
1023000045440000000000000.00
1023000046540000000000000.00
1023000047880000000000000.00
1023000048650000000000000.00
1023000048730000000000000.00
1023000052670000000000000.00
1023000053650000000000000.00
1023000054960000000000000.00
1023000054980000000000000.00
1023000055010000000000000.00
1023000057870000000000000.00
1023000060620000000000000.00

R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00
R 0.00

R 519.00
R 733.00
R 3 748.00
R 1 923.00
R 777.00
R 2 766.00
R 1 520.00
R 2 396.00
R 547.00
R 826.00
R 557.00
R 599.00
R 659.00
R 4 250.00
R 865.00
R 260.00

all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed
all charges now billed

Test 17 - Meter in reading file but not in transaction list



During the analysis CAATS result it was noted that following client were not billed on actual
meter reading.
Management comment were not appropriate to justify the finding

Account

Reference

101539677

BWTN329

101525427

BWTN334

100493405

BWTN342

101526460

BWTN344

100522367

BWTN349

101539194

BWTN350

101541482

BWTN381

101540601

BWTN466

100460311

BWTN479

100483284

BWTN497

101502349

wou621

101501017

woy522

101508654

xuc518

101526438

ZLC876

101532262

ZLC885

101241231
101525219

BWTN525
BWTN571

Comments
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June

Audit outcome
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
Not billed
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101528548

BWTN716

2014). Readings was uploaded and billed on
Billed on actual meter reading every month (July 2013 to June
2014). Readings was uploaded and billed on

Not billed

Test 15A - Water estimation for three months in a row



During the analysis CAATS result it was noted that amounts charged for electricity as at 30 June 2014
were based on estimations.
Management comments were not appropriate to justify the findings

No

Account
Number

Meter
Reference

Management Comment

Audit outcome

1

100007133

MSA638

actual readings since 20140701

2

100023216

VBT615

actual readings since 20140701

3

100046069

ONH195

actual readings since 20140701

4

100052785

760058

actual readings since 20140701

5

100063498

TKO4509

actual readings since 20140701

6

100088358

599960

actual readings since 20140701

7

100093686

XSA937

actual readings since 20140701

8

100096415

221911

actual readings since 20140701

9

100096415

576394

actual readings since 20140701

10

100101979

104199

actual readings since 20140701

11

100103045

211582

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year

12

100109696

ZXC282

actual readings since 20140701

13

100154321

WXM514

actual readings since 20140701

14

100154650

NXA978

actual readings since 20140701

15

100155082

KKI247

actual readings since 20140701

16

100168878

MSD288

actual readings since 20140701

17

100178097

XSJ328

actual readings since 20140701

18

100242345

397613

actual readings since 20140701

19

100305098

WOW116

actual readings since 20140701

20

100306800

WOW202

actual readings since 20140701

21

100307120

WOU659

actual readings since 20140701

22

100309134

WOT882

actual readings since 20140701

23

100310010

WOW186

actual readings since 20140701

24

100312088

WOW086

actual readings since 20140701

25

100313243

VDY611

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
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No

Account
Number

Meter
Reference

Management Comment

Audit outcome

26

100314487

XNS502

actual readings since 20140701

27

100314617

XNS939

actual readings since 20140701

28

100315152

XNS555

actual readings since 20140701

29

100317914

C-PKB6837

actual readings since 20140701

30

100318354

XOO213

actual readings since 20140701

31

100318629

XOD460

actual readings since 20140701

32

100319118

XOO181

actual readings since 20140701

33

100320032

38545391

actual readings since 20140701

34

100320770

XNS945

actual readings since 20140701

35

100320963

XRP816

actual readings since 20140701

36

100483005

93090981

actual readings since 20140701

37

100490299

576286

actual readings since 20140701

38

100522215

BWTN035

actual readings since 20140701

39

100523089

VBT636

actual readings since 20140701

40

100532076

BWXM515

actual readings since 20140701

41

100558003

XSN960

actual readings since 20140701

42

100560027

MSA657

actual readings since 20140701

43

100571251

WOU777

actual readings since 20140701

44

100577373

YNR093

actual readings since 20140701

45

100580552

C-PKB6867

actual readings since 20140701

46

100584885

BWTN264

actual readings since 20140701

47

100592558

WOY431

actual readings since 20140701

48

100593865

KKI109

actual readings since 20140701

49

100624136

576406

actual readings since 20140701

50

100641491

20212975

actual readings since 20140701

51

100875475

39589

actual readings since 20140701

52

100875482

039589

actual readings since 20140701

53

100875838

809350

actual readings since 20140701

54

100922728

ZKC533

actual readings since 20140701

55

100943799

CPKB6970

actual readings since 20140701

56

100978262

600434

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
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No

Account
Number

Meter
Reference

Management Comment

Audit outcome

57

101088791

NLH941

actual readings since 20140701

58

101095742

08077522k

actual readings since 20140701

59

101095742

4T101085

actual readings since 20140701

60

101107839

XSA978

actual readings since 20140701

61

101125517

SKC0135

actual readings since 20140701

62

101136565

552276

actual readings since 20140701

63

101137135

KKJ460

actual readings since 20140701

64

101137618

VZB639

actual readings since 20140701

65

101178580

KME108

actual readings since 20140701

66

101181511

WOW686

actual readings since 20140701

67

101196268

400486

actual readings since 20140701

68

101223497

YNR114

actual readings since 20140701

69

101237813

NLP106

actual readings since 20140701

70

101238976

XNS335

actual readings since 20140701

71

101246960

NLR026

actual readings since 20140701

72

101249424

WOW032

actual readings since 20140701

73

101250892

CNKY245

actual readings since 20140701

74

101254495

NKY814

actual readings since 20140701

75

101254713

NKM478

actual readings since 20140701

76

101256990

KKI094

actual readings since 20140701

77

101259609

NLP949

actual readings since 20140701

78

101261069

CNKM534

actual readings since 20140701

79

101264662

NKY963

actual readings since 20140701

80

101266910

BMLI253

actual readings since 20140701

81

101301603

377032

actual readings since 20140701

82

101307299

93090958

actual readings since 20140701

83

101312860

XNS470

actual readings since 20140701

84

101317346

593547

actual readings since 20140701

85

101319706

B-NRM234

actual readings since 20140701

86

101322064

XRP882

actual readings since 20140701

87

101326622

518514

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
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No

Account
Number

Meter
Reference

Management Comment

Audit outcome

88

101343875

XNS395

actual readings since 20140701

89

101348009

20213027

actual readings since 20140701

90

101364184

93151760

actual readings since 20140701

91

101384222

814633

actual readings since 20140701

92

101384279

KMF094

actual readings since 20140701

93

101390025

KKO793

actual readings since 20140701

94

101390201

PKP4015

actual readings since 20140701

95

101394573

KMF356

actual readings since 20140701

96

101402545

323120

actual readings since 20140701

97

101404616

518480

actual readings since 20140701

98

101406557

YOG311

actual readings since 20140701

99

101410730

MSA642

actual readings since 20140701

100

101413650

WOU521

actual readings since 20140701

101

101419041

930303158

actual readings since 20140701

102

101423256

930701075

actual readings since 20140701

103

101426271

XRP795

actual readings since 20140701

104

101432331

MSD618

actual readings since 20140701

105

101435004

552252

actual readings since 20140701

106

101439231

PKP3949

actual readings since 20140701

107

101439810

WOV979

actual readings since 20140701

108

101452909

SKB9957

actual readings since 20140701

109

101461011

C-KB2318

actual readings since 20140701

110

101464421

C-SKC2313

actual readings since 20140701

111

101464823

CPKB6810

actual readings since 20140701

112

101465633

SKC0128

actual readings since 20140701

113

101472920

930303072

actual readings since 20140701

114

101480857

C-KB2276

actual readings since 20140701

115

101482653

NLR013

actual readings since 20140701

116

101483865

C-SKC2491

actual readings since 20140701

117

101485566

SKC0134

actual readings since 20140701

118

101485686

NLP920

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
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No

Account
Number

Meter
Reference

Management Comment

Audit outcome

119

101489634

417517

actual readings since 20140701

120

101493817

0036954

actual readings since 20140701

121

101494641

C-SKC2430

actual readings since 20140701

122

101498117

137233

actual readings since 20140701

123

101501465

wou689

actual readings since 20140701

124

101501842

WOU676

actual readings since 20140701

125

101502420

WOU700

actual readings since 20140701

126

101503335

38545394

actual readings since 20140701

127

101503470

WOT920

actual readings since 20140701

128

101504160

WOV950

actual readings since 20140701

129

101504346

WOY356

actual readings since 20140701

130

101504547

WOW294

actual readings since 20140701

131

101504931

WOW155

actual readings since 20140701

132

101505124

WOW171

actual readings since 20140701

133

101505195

940613144

actual readings since 20140701

134

101505438

WOT867

actual readings since 20140701

135

101505741

93071120

actual readings since 20140701

136

101506791

XOO219

actual readings since 20140701

137

101506801

XOO099

actual readings since 20140701

138

101508742

XUC328

actual readings since 20140701

139

101509785

1571770

actual readings since 20140701

140

101509986

XNS412

actual readings since 20140701

141

101510011

XUC506

actual readings since 20140701

142

101510237

KMG508

actual readings since 20140701

143

101510854

WOW605

actual readings since 20140701

144

101511030

WOY215

actual readings since 20140701

145

101511953

YNR125

actual readings since 20140701

146

101512668

XSM275

actual readings since 20140701

147

101515771

BWRK891

actual readings since 20140701

148

101516366

BWRT991

actual readings since 20140701

149

101517289

TKP4560

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
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No

Account
Number

Meter
Reference

Management Comment

Audit outcome

150

101519913

BWR1531

actual readings since 20140701

151

101521599

BWTO825

actual readings since 20140701

152

101526759

BWSU009

actual readings since 20140701

153

101527569

BWTO664

actual readings since 20140701

154

101528883

BWTN268

actual readings since 20140701

155

101530434

WOY552

actual readings since 20140701

156

101532424

bllj852

actual readings since 20140701

157

101535506

C-OKP618

actual readings since 20140701

No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year
No correction was made for 2013/2014
financial year

Test 15B - Electricity estimation for three months in a row



During the analysis CAATS result it was noted that amounts charged for electricity as at 30 June
2014 were based on estimations.
Management comments were not appropriate to justify the findings.

No

Account
Number

Meter
Reference

1

100010658

096733K

actual readings since July 2014

2

100101979

122761

actual readings since July 2014

3

100104641

99056TV

actual readings since July 2014

4

100110074

000437K

actual readings since July 2014

5

100154508

70194

actual readings since July 2014

6

100156978

927

actual readings since July 2014

7

100233911

138440

actual readings since July 2014

8

100304094

42459253

actual readings since July 2014

9

100306599

1837777

actual readings since July 2014

10

100306800

1838773

actual readings since July 2014

11

100310316

47369238

actual readings since July 2014

12

100311292

1428

actual readings since July 2014

13

100312024

203

actual readings since July 2014

14

100312056

15108

actual readings since July 2014

15

100312063

15123

actual readings since July 2014

16

100312088

496356

actual readings since July 2014

17

100314085

626651

actual readings since July 2014

18

100314102

180807

actual readings since July 2014

Comment

Audit outcome
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year

2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
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No

Account
Number

Meter
Reference

19

100314617

2379238

actual readings since July 2014

20

100314656

1307917

actual readings since July 2014

21

100319196

1776218

actual readings since July 2014

22

100320770

A42030166

actual readings since July 2014

23

100328306

27357

actual readings since July 2014

24

100328419

130447765

actual readings since July 2014

25

100328747

337278

actual readings since July 2014

26

100329035

06003877

actual readings since July 2014

27

100335230

3010823

actual readings since July 2014

28

100341699

5089445

actual readings since July 2014

29

100341804

1895596

actual readings since July 2014

30

100433325

273696TV

actual readings since July 2014

31

100441164

01026314

actual readings since July 2014

32

100473504

9424096

actual readings since July 2014

33

100490299

221276

actual readings since July 2014

34

100537067

40751020

actual readings since July 2014

35

100697261

000039

actual readings since July 2014

36

100721235

01332468

actual readings since July 2014

37

100771356

141676

actual readings since July 2014

38

100920858

181558

actual readings since July 2014

39

100943277

331612

actual readings since July 2014

40

100943277

331617

actual readings since July 2014

41

100943277

331727

actual readings since July 2014

42

101083539

748120

actual readings since July 2014

43

101178580

321719

actual readings since July 2014

44

101197007

821336

actual readings since July 2014

45

101214333

ALS0600207

actual readings since July 2014

46

101249424

ALS060035

actual readings since July 2014

47

101319706

161892

actual readings since July 2014

48

101326622

462715

actual readings since July 2014

49

101327425

A130447631

actual readings since July 2014

50

101343875

2379491

actual readings since July 2014

Comment

Audit outcome
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for

2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
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No

Account
Number

Meter
Reference

Comment

51

101354387

000014

actual readings since July 2014

52

101382384

000689

actual readings since July 2014

53

101390025

0000145

actual readings since July 2014

54

101399042

ALS0600360

actual readings since July 2014

55

101405063

337270

actual readings since July 2014

56

101429515

1891874

actual readings since July 2014

57

101432331

229421

actual readings since July 2014

58

101499914

ALS0500154

actual readings since July 2014

59

101501842

47369373

actual readings since July 2014

60

101505124

1189483

actual readings since July 2014

61

101505156

1332706

actual readings since July 2014

62

101505438

42576149

actual readings since July 2014

63

101505452

58130

actual readings since July 2014

64

101505460

79175

actual readings since July 2014

65

101505477

1897186

actual readings since July 2014

66

101505597

2001401

actual readings since July 2014

67

101510413

1334389

actual readings since July 2014

68

101510445

9914365

actual readings since July 2014

69

101510460

400728

actual readings since July 2014

70

101510597

323182

actual readings since July 2014

71

101510607

1331055

actual readings since July 2014

72

101510614

1332954

actual readings since July 2014

73

101510621

1334364

actual readings since July 2014

74

101510639

14647

actual readings since July 2014

75

101512322

1334165

actual readings since July 2014

76

101513365

1334585

actual readings since July 2014

77

101530787

42576712

actual readings since July 2014

78

101531903

42576712

actual readings since July 2014

79

101532304

1837705

actual readings since July 2014

80

101534044

1332906

actual readings since July 2014

81

101535626

436559

actual readings since July 2014

Audit outcome
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year

2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
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No

Account
Number

Meter
Reference

82

101536926

A230130557

actual readings since July 2014

83

101537486

437131

actual readings since July 2014

84

101537616

1332702

actual readings since July 2014

85

101537743

19423997

actual readings since July 2014

86

101538151

47511214

actual readings since July 2014

87

101557500

06003559

actual readings since July 2014

88

101618576

07370073

actual readings since July 2014

89

101634384

330794

actual readings since July 2014

90

101639209

42459304

actual readings since July 2014

91

111697078

499244

actual readings since July 2014

92

111697311

1310003

actual readings since July 2014

93

111701485

12310047TV

actual readings since July 2014

94

111702144

9906967

actual readings since July 2014

95

111703926

703059

actual readings since July 2014

96

111706366

A321296580

actual readings since July 2014

97

111708139

288407

actual readings since July 2014

98

101450186

130448136

final reading 20140611

99

111710235

9603391

final reading 20140701

100

101100505

230130446

final reading 20140807

Comment

Audit outcome
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year
No correction made for
financial year

2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014
2013/2014

Impact of the finding
Amounts of revenue disclosed in the annual financial statements may be misstated
Internal control deficiency
Financial management
Management and those charged with governance did not prepare regular, accurate and complete
financial reports that are supported and evidenced by reliable information.
Recommendation
Management should investigate the extent of incorrect billing and ensure that corrective measures
are in place to ensure accounts are correctly billed
Management’s response
Management comment on audit finding: Management agree with the finding, adjustments
will be made on the system where the billing did not take place except for accounts which are
declared as indigent as a free 6kl is supplied, comments have been revised.
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Management comment on internal control deficiencies:
Management comment on recommendation:
Remedial action: Adjustments will be made for accounts which were not billed.
What actions will be taken:
Adjustments will be made for
accounts which were not
billed.

By whom
Person: Sindi Zukani

By when: Immediately

Position: Manager Revenue

Auditor’s conclusion
Management comment noted, however this finding will remain in the management report as certain
accounts were not billed at year end. In certain instance no actual readings were done and billings
were based on estimate.
ROADS INFRUSTRUCTURE MANAGEMENT
43. Shortcomings identified on road infrastructure performance management
Audit finding
Section 62(1) of Municipal Finance Management Act stipulates the following:
The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose takes all reasonable steps to ensure
(a) that the resources of the municipality are used effectively, efficiently and economically,
(c) that the municipality has and maintains effective, efficient and transparent systems—
i) of financial and risk management and internal control; and
ii) of internal audit operating in accordance with any prescribed norms and standards
During the audit the following shortcomings were noted on road infrastructure management.








The municipality did not have an approved policy in place for the planning, management
and reporting of road infrastructure.
The municipality did not achieved its target for the maintenance of roads.
The municipality did not achieved its target for the construction of new roads.
The municipality did not achieved its target for the upgrading of roads.
The municipality did not have an approved road maintenance plan which clearly indicates
the strategy to be followed for the financial year.
The municipality did not have a plan to address the backlogs relating to roads
infrastructure.
The municipality did not have a road asset management system.

Lack of these documents will impact on proper planning and decision making to achieve desired
outcomes in respect of the management of road infrastructure.
Internal control deficiency
Leadership
Management did not exercise oversight responsibility over compliance with laws and regulations
and related internal controls.
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Recommendation
Management should ensure that:





they have approved policy in place for the planning, management and reporting of road
infrastructure,
approved road maintenance plan which clearly indicates the strategy to be followed for the
financial year,
a plan to address the backlogs relating to roads infrastructure and
road management system which will assist the municipality in achieving the desired
outcomes on service delivery.

Management’s response
Management comment is still outstanding
INFORMATION TECHNOLOGY
44. INFORMATION TECHNOLOGY GOVERNANCE
Service level performance monitoring
Audit finding
The Lesedi Local Municipality (LLM) did not maintain records of service level meetings with each of
the information technology (IT) service providers. Further, the LLM did not maintain contracts or
service level agreements with Payday, MWeb and ATI.
The lack of a formal process to monitor IT service providers could negatively impact on IT to
optimally manage vendor contracts, relationships and performance for the efficient delivery of
contracted products and services. Further, this may result in IT not meeting objectives, increasing
potential business disruption and have delivery failure, while driving the most value from LLM IT
service providers.
2012/13 Comparison
New finding
Internal control deficiency
Leadership: IT Governance
The lack of a formal process to periodically monitor the service level performance of IT service
providers were due to the fact that the IT function was outsourced until July 2013.
Recommendation
The IT Manager within LLM should ensure the following:
 Develop and implement an IT service provider performance monitoring process, including an
IT service provider register with contract details;
 Conduct an exercise to ensure that IT service providers are current in terms of the contracts
and service level agreements;
 Formalise the monitoring of service performance levels and ensure that evidence to support
the monitoring of performance is collated, signed-off as evidence of review and retained;
 Initiate the service performance penalties in terms of the contract and SLA where service
levels are not in terms of expected levels; and
 This should be addressed within three months after date of reporting.
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Management response
I am in agreement with the finding and internal control deficiency for the following reasons:
Currently contract management is centralised at the legal department. We have also created a
position of contracts manager in order to manage all contracts centrally and whose task shall be to
make sure that there are registers with all the details of service providers that have existing and
active contracts with the municipality is developed not later than the middle of the current financial
year and that it’s kept updated.
All the SLA’s between the municipality and all the service providers shall be reviewed and
standards be set accordingly if necessary to get the expected level of service from the service
providers.
ICT Manager task will be to compile monthly reports from all the service providers and these
reports will be presented and engaged upon by the steering committee board that will also be
established and will seat monthly.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
45. SECURITY MANAGEMENT
Information security policy
Audit finding



The information security policy and windows operating system policy had not made provision
for firewall protection, patch updates.
LLM did not define processes in place to monitor security incidents (e.g. logon violations, antivirus incidents, firewall incidents and security administrator activity) to manage and mitigate IT
security risk.

Inadequate security monitoring could lead to inconsistencies in the user account management
process, lack of accountability over the process and unauthorized access to the network and/or
financial systems.
2012/13 Comparison
Repeat finding
Internal control deficiency
Financial and performance management: IT systems
Before July 2013 IT services were outsourced, the inclusion of firewall protection, patch
management and monitoring of security incidents were not part of the agreement and policy did not
cover the processes.
Recommendation
The IT manager within LLM should ensure the following:
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Review, revise, approve and implement the current information security and IT usage policies.
Establish processes to formally review and monitor the implementation of the policies on a
periodic basis to ensure that the policies remain current and applicable to the changing IT
security environment.
This should be addressed within three months after date of reporting.

Management response
I am in agreement with the finding and internal control deficiency for the following reasons:
LLM has already developed an Information Communication Technology Governance Framework
(CGICT) which however which is being rolled out in terms of the implementation guide issued by
DPSA and contains all the phases and timeframes that must be followed by all municipalities in
order to archive this goal. This shall give LLM the opportunity to review, revise, approve and
implement all the other related policies as required by CGICT.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 30 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
46. USER ACCESS MANAGEMENT
Inadequate user access management on active directory and financial applications
Audit finding
The LLM did not perform the following IT user management functions to adequately manage user
accounts at the operating system and financial applications (Venus, Payday, Intenda) level:
 Develop, approve and implement a formal procedure to manage user modifications,
terminations and password resets;

Review of network administrator access; and
 Review of user access privileges and access violations on the financial applications.
Management may not have an adequate view of users at the operating system and financial
applications (Venus, Payday, Intenda) level, which may lead to unauthorised access to systems
and these users, may not be detected. This may consequently result in unauthorised activities and
compromise to data integrity.
Further, the lack of periodic user access reviews, on both the operating system level and financial
application environment, to ensure user access is commensurate with job responsibilities, could
lead to segregation of duties issues and an increased risk of unauthorised access.
2012/13 Comparison
Repeat finding
Internal control deficiency
Financial and performance management: IT systems
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IT function was outsourced until July 2013 and proper controls were not implemented and
monitored.
Recommendation
The IT manager within LLM should ensure the following:
 Review the user access management policy and procedures to include procedures for
password resets;
 Conduct periodic user profile reviews for the financial application environment in order to
ensure that the level of access granted is commensurate with the current responsibilities.

Conduct periodic network administrator profile reviews in order to ensure that the level of
access granted is commensurate with the current responsibilities.

This should be addressed within three months after date of reporting.
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Management response
I am in agreement with the finding and internal control deficiency for the following reasons:
 The security policy adopted by council however the implementation is not consistent. An IT
manager has been permanently appointed. The ICT manager will ensure that policies are
implemented fully to safe guard all the systems and the domain.

User account management procedures shall be properly developed, documented and then
submitted for approval by relevant levels/ structures. Systems and domain control procedures
will be established and implemented. Periodical reviews of these controls shall be done and
recorded.
 All the user profiles with administrator shall be periodically reviewed and verified that they
should have the allocated rights. If not these accounts rights shall be revoked and set
accordingly. All the accounts within the domain controller shall be reviewed and the once that
belongs to employees who are no longer present will be disabled/deleted following the correct
procedures.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
47. PROGRAM CHANGE MANAGEMENT
4.1 Program change management documentation
Audit finding
The LLM change control policy was last updated in 2011 and the following areas were not
addressed adequately:
 Change initiation process;
 Change approval process;
 Change testing process;
 Change monitoring process;
 Emergency changes; and
 Monitoring of unauthorised changes.
Unauthorised changes may be applied to the production environment, and may not be detected in
a timely manner. This may increase the risk of non-availability of the information technology
environment and critical business applications. Changes made by vendors are not monitored and
LLM Management may not have a view of changes to the systems. Change logs for the financial
applications have been maintained.
2012/13 Comparison
New finding
Internal control deficiency
Financial and performance management: IT systems
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IT function was outsourced until July 2013 and the change control process was completely
managed by vendors and the existing change management process was not utilised by the
vendors.
Recommendation
The IT manager within LLM should review and approve the current change control policy and to
ensure that it is current and applicable to the changing IT environment at the LLM. The IT manager
should enhance the change management policy to reflect policies and procedures for:
 Change initiation process;
 Change approval process;
 Change testing process;
 Change monitoring process;
 Emergency changes; and
 Monitoring of unauthorised changes
 The policy should be applicable to all financial applications
This should be addressed three months after date of reporting.
48. USER ACCESS MANAGEMENT
User access management is the systematic process of managing the access of users to an
application. The process includes the creation, review, disabling and removal of user accounts.
Key audit finding:


Formal procedures to manage user modifications, terminations and password resets were not
developed



The review of user access privileges, access violations and network administrator on the
financial applications was not performed.

Management may not have an adequate view of users at the operating system and financial
applications (Venus, Payday, Intenda) level, which may lead to unauthorised access to systems
and these users, may not be detected. This may consequently result in unauthorised activities and
compromise to data integrity.
Further, the lack of periodic user access reviews, on both the operating system level and financial
application environment, to ensure user access is commensurate with job responsibilities, could
lead to segregation of duties issues and an increased risk of unauthorised access.
2012/13 Comparison
Repeat finding
Internal control deficiency
Financial and performance management: IT systems
This was due to the fact that the IT function was outsourced until July 2013 and proper controls
were not implemented and monitored.
Recommendation
The IT manager within LLM should ensure the following:
 Review the user access management policy and procedures to include procedures for
password resets;


Conduct periodic user profile reviews for the financial application environment in order to
ensure that the level of access granted is commensurate with the current responsibilities.
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Conduct periodic network administrator profile reviews in order to ensure that the level of
access granted is commensurate with the current responsibilities.



This should be addressed within three months after date of reporting.

Management response
I am in agreement with the finding and internal control deficiency for the following reasons:
 The security policy adopted by council however the implementation is not consistent. An IT
manager has been permanently appointed. The ICT manager will ensure that policies are
implemented fully to safe guard all the systems and the domain.


User account management procedures shall be properly developed, documented and then
submitted for approval by relevant levels/ structures. Systems and domain control procedures
will be established and implemented. Periodical reviews of these controls shall be done and
recorded.



All the user profiles with administrator shall be periodically reviewed and verified that they
should have the allocated rights. If not these accounts rights shall be revoked and set
accordingly. All the accounts within the domain controller shall be reviewed and the once that
belongs to employees who are no longer present will be disabled/deleted following the correct
procedures.

Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
49. IT SERVICE CONTINUITY
IT service continuity is the process of managing the availability of hardware, system software,
application software and data to enable an organisation to recover/re-establish information
systems services in the event of a disaster. The process includes IT continuity planning, disaster
recovery plans and backups.
Key audit finding:


The LLM does not have a formal backup strategy to govern the backup of information within
the municipality.



The Disaster Recovery Plan (DRP) was not tested during the period under review

The lack of an approved back-up strategy to support the operational back-up process may result in
sensitive/critical data being lost or not available in the event of an operational disruption. In
addition, if the DRP is not tested the risk exists that in the event of a disruption, the municipality
may not be able to recover critical business processes and systems and associated data.
2012/13 Comparison
New finding
Internal control deficiency
Financial and performance management: IT systems
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IT function was outsourced until July 2013 and the backup process was completely managed
by vendors and the back strategies were not documented.



The policies and procedures for executing a DRP test have not been developed and
implemented due to the fact that the IT function was outsourced until July 2013 and standard
controls were not implemented by the vendor.

Recommendation
Backup strategy
The IT manager within LLM should ensure the following:
 Develop, adopt and implement a back-up strategy;


Conduct a cost benefit exercise as part of the supply chain management (SCM) processes to
appoint an offsite storage service provider; and



Ensure that IT and business restoration testing is conducted on a periodic basis.



This should be addressed within three months after date of reporting

DRP testing
 The IT manager with business management within LLM should ensure that the business
continuity and IT disaster recovery plans are tested in conjunction with business.


The DRP should include a section on frequency of disaster recovery testing.

This should be addressed three months after date of reporting.
Management response
I am in agreement with the finding and internal control deficiency for the following reasons.
There is currently a change control policy adopted by council however the implementation and
monitoring is still weak. The Municipality is at the same time reviewing the policy in order for it to
be compliant with latest framework. This policy will be submitted for approval and then immediately
implemented thereafter.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
50. IT SERVICE CONTINUITY
Inadequate backup management procedures
Audit finding
The LLM does not have a formal backup strategy to govern the backup of information within the
LLM in the following areas:
 Backup schedule;
 Execution and monitoring of the backups;
 Backup offsite storage; and
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Backup restoration testing.

The lack of an approved back-up strategy to support the operational back-up process may result in
sensitive/critical data being lost or not available in the event of an operational disruption.
2012/13 Comparison
New finding
Internal control deficiency
Financial and performance management: IT systems
IT function was outsourced until July 2013 and the backup process was completely managed by
vendors and the back strategies were not documented.
Recommendation
The IT manager within LLM should ensure the following:
 Develop, adopt and implement a back-up strategy;
 Conduct a cost benefit exercise as part of the supply chain management (SCM) processes to
appoint an offsite storage service provider; and
 Ensure that IT and business restoration testing is conducted on a periodic basis.
This should be addressed within three months after date of reporting
Management response
I am in agreement with the finding and internal control deficiency for the following reasons.
LLM shall ensure that a DRP is developed, approved and implemented to make sure that all the
necessary measures and steps are followed in making sure that the information is always backed
up and it’s readily available at any time and under any circumstances. Backup procedures shall be
developed and implemented, and registers for these backups will be kept up to date.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
51. Disaster recovery testing
Audit finding
The LLM did not test the effectiveness of the disaster recovery plan (DRP) during the period under
review to ensure that the LLM can recover critical systems and operations in the event of a
disaster.
Without a DRP the risk exists that in the event of a disruption, the LLM may not be able to recover
critical business processes and systems and associated data.
2012/13 Comparison
New finding
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Internal control deficiency
Financial and performance management: IT systems
The policies and procedures for executing a DRP test have not been developed and implemented
due to the fact that the IT function was outsourced until July 2013 and standard controls were not
implemented by the vendor.
Recommendation


The IT manager with business management within LLM should ensure that the business
continuity and IT disaster recovery plans are tested in conjunction with business.
 The DRP should include a section on frequency of disaster recovery testing.
This should be addressed three months after date of reporting

Management response
I am in agreement with the finding and internal control deficiency for the following reasons.
LLM shall ensure that a DRP is developed, approved and implemented to make sure that all the
necessary measures and steps are followed in making sure that the information is always backed
up and it’s readily available at any time and under any circumstances. Backup procedures shall be
developed and implemented, and registers for these backups will be kept up to date.
Action:
Name and surname: Billy Mashiya
Position: Manager: ICT
Date: 31 December 2014
Auditor’s conclusion
The management action plan (MAP), when effectively implemented, will address the internal
control deficiency. An assessment of progress on corrective actions agreed upon by management
will be performed during the next review cycle.
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