SC: 02/03/25: MUNICIPAL PUBLIC ACCOUNTS COMMITTEE OVERSIGHT
REPORT ON THE 2023/24 DRAFT ANNUAL REPOTR

PURPOSE

To present to council the Municipal Public Accounts Committee oversight report on the
2023/24 Draft Annual Report and seek council approval.

BACKROUND

In terms of section 121 (1) of the MFMA and section 46 of the Municipal System Act 32
of 2000 (herein referred to as “the MSA”}, every municipality and its municipal entity
must prepare an annual report to each financial year. It further states that the Council of
a municipality must be within nine (9) months after the of a financial year deal with the
annual report of the municipality and of any municipal entity under the municipality’s
sole or shared control in accordance with section 129 of the MFMA.

The oversight responsibility of Council is particularly important for the process of
considering the annual report for each financial year. The annual report provides the
SPM with the opportunity to report on the financial and non-financial performance of the
municipality and its entity. The performance of the SDM is reported against the
commitments outlined in the Service Delivery and Implementation Plan (SDBIP) ,which
emanates from the Integrated Development Plan {IDP).

See the attached Report Attached as an annexure.
LEGAL IMPLICATIONS

Compliance with the Local Government Municipal Finance Management Act (MFMA)
and the Local Government Municipal Structures Act and the Local Government
Municipal System Act 320f 2000 (herein referred to as “MSA”).

FINACIAL IMPLICATIONS

Municipality incur the costs of conducting investigations and working sessions.
COMMUNICATIONS IMPLICATIONS

Communication with the public during the public hearing.
RECOMMENDATIONS

That Council adopts the Municipal Public Accounts Committee Oversight Report on the
2023/24 Draft Annual Report with all its recommendations.
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1. BACKGROUND

In terms of section 121 (1) of the Local Government: Municipal Finance Management
Act No.56 of 2003 (MFMA) and section 46 of the Municipal Systems Act No. 32 of 2000
(hereinafter referred to as “the MSA”"), every municipality and its municipal entity must
prepare an Annual Report (AR) for each financial year. It further states that the Council
of a municipality must within nine (09) months after the end of a financial year deal with
the annual report of the municipality and of any municipal entity under the municipality’s
sole or shared control in accordance with section 129 of the MFMA.

This oversight responsibility of Council is particularly important for the process of
considering the annual report for each financial year. The annual report provides the
Sekhukhune District Municipality(SDM) with an opportunity to report on the financial and
non-financial performance of the municipality and its entity. The performance of SDM is
reported against the commitments outlined in the Service Delivery and Budget
Implementation Plan (SDBIP), which emanates from the Integrated Development Plan
(IDP). '

The purpose of the annual report is to:
Provide a record of the activities of the municipality or municipal entity;
Provide a report on the municipality's performance against the budget;

Provide information in support of revenue and expenditure; and
Promote accountability to the local community for decision-making.

The SDM Council has mandated the Municipal Public Accounts Commitiee (MPAC) to
perform oversight functions on the annual report in terms of 129 of the MFMA. This
responsibility is further clarified in Circular No.32 of the MFMA. The ultimate function of
the MPAC is 10 exercise stewardship on the management of the public funds allocated
to the municipality and its entity as to ensure that municipal resources are utilised
effectively, efficiently and economically. This function is thus enabled through the
comparative analysis of the 2022/23 and 2023/24 Annual Reports.The 2023/24 Annual
Report was tabled in the Council by the Executive Mayor on the 30 January 2025 and
accordingly referred to MPAC for oversight purposes.

It is important to note that the timelines for the preparation of the Annual Financial
Statement (AFS) by the Accounting Officer (AO}, submission of Annual Financial
Statement to Auditor-General South Africa (AGSA)and tabling of Annual Report to
Council by the Executive Mayor as well as tabling of oversight report on Annual Report
by the Municipal Public Accounts Committee to Council is regulated by chapter 12 of the
Local Government: Municipal Finance Management Act No. 56 of 2003.




Subsequent to the tabling, the Sekhukhune District Municipality’s draft Annual Report-
copy was also published on the SDM website on Thursday, 20 February 2025 and
distributed to all Traditional Authorities across the district.




2. LEGISLATIVE MANDATE

The Committee derives its legislative mandate on this oversight report on the annual
report from the provision of section 129 of the Local Government: Municipal Finance
Management Act No.56 of 2003, (MFMA), further supported by section 79A of the Local
Government: Municipal Structures Act Amendment Act No. 3 of 2021 which strengthen
and promote oversight, accountability and good governance. These sections provide a
regulatory framework for the performance of oversight functions on the annual report.
Section 129(1) of the MFMA stipulates that council of a municipality must consider the
annual report of the municipality and of any municipal entity under under the
municipality's sole or shared control and by no later than two months from the date on
which annual report was tabled in council in terms of section 127, adopt an oversight
report containing the councils comments on the annual report, which must include a
statement whether the council-

(a) has approved the annual report with or without reservations.
{b} has rejected the annual report; or

(c) has referred the annual report back for the revision of those components that can be
revised. '

Subsection (3) further stipulates that the accounting officer must in accordance with
Section 21A of the Municipal Systems Act make public an oversight report
referred to in subsection (1) within seven days of its adoption.

Furthermore,subsection (4) provides that the National Treasury may issue on the
manner in which municipal councils should conduct consider annual reports and
conduct public hearings. No guidelines issued in terms of subsection (4) are binding on
~ amunicipal council unless adopted by council.

The powers and functions of the MPAC in relation to the annual report include, though
not limited to, the following:

> To consider and evaluate the contents of the annual report;

> To promote good governance, transparency, accountability and value for money on
the use of municipal resources; and

» To advise Council on whether to approve the annual report.

The meetings of a municipal council at which an annual report is to be discussed or at
which decisions concerning an annual report are to be taken, must be open to the public
and any organ of state, and a reasonable time be allowed for the discussion of any
written submissions received from the local community or any organs of state on
the annual report, and for members of the local community or any organs of state to
address the council. A municipality must address any issues raised by AG




3. MPAC OVERSIGHT METHODOLOGY

The following methodology cautiously observed by the Municipal Public Accounts
Committee:

>

The MPAC officials attend all public participation activities on the 2023/24 draft
Annual Report conducted by the Speaker’s Office as from 04 February to March
2025 in accordance with Council-approved schedule, however, changes were due
to unforeseen circumstances; See the attached annexure A

The Committee conducted a comprehensive review and scrutiny on the 2023/24
draft Annual Report during working session held on Wednesday, 12 February 2025
where Planning and Development and Internal Audit Unit including Audit
Performance Committee chairperson also made their presentations on Annual
Report;See the attached annexure B

The Committee further had a session with Limpopo Provincial Treasury on Monday,
17 February 2025 where critical analysis on the 2023/24 audit Annual Financial
Statement was also made to have fuller understanding of what transpired in the
year under review in respect of financial management;

The following day of Tuesday, 18 February 2025 the Committee had briefing with
Auditor-General South Africa, Limpopo to have full deliberations on the 2023/24
audit report;

The Committee further had a session for the drafting and adoption of questions to
management on Friday, 19 February 2025, for clarity seeking purposes, particularly
on issues of financial and non financial performance of the municipality in the year
under review; See the attached annexure C

After having received and reviewed management responses, the commitiee
conducted its public hearing on Tuesday, 11 March 2025 at Matlala Dichoeung
Traditional Hall; See the attached annexure D

The Committee conducted project oversight visit on Wednesday, 12 and Thursday,
19 March 2025,

The Committee adopted the oversight report on the 2023/24 draft Annual Report at
its special meeting held on Monday, 25 March 2025 and submitted it to the
Speaker’s Office for the inclusion of this report on the Council agenda as required
by section 129 of the Local Government: Municipal Finance Management Act, No.
56 of 2003 and section 79A of the Local Government: Municipal Structure
Amendment Act, No 117 of 2021; and

Finally, the committee tabled this report in Council sitting held on the 27 March 2025.

-




4. KEY CHALLENGES

The foltowing must be noted:

4.1 Management’s delay in responding to the MPAC written questidns :

4.2 A number of MPAC members are currently seven (7} in number instead of (9) , and
this impact negatively on the operational work of the committee.

4.3 Delay in filling the vacancy of MPAC researcher is impacting negatively on the
operational work of the committee




5. MPAC KEY FINDINGS

The following must be noted:

5.1 The basis for qualification: The municipality did not adequately review the

useful lives of property, plant and equipment in accordance with GRAP 17,
which led to the reinstatement on the nef carrying of R4 713 927 030 (2022: R4
603 695 441) as disclosed in note to the Annual Financial Statement;

5.2. The municipality did not depreciate property, plant and equipment as réquired by

GRAP 17 and as a result depreciation was understated by R25 610 382;

5.3 The municipality does not have adequate systems in place to account for

expenditure in accordance with GRAP 1. The Auditor-General identified
expenditure amounting to R16 915 598 which was incorrectly accounted for in
the year under review and as a result bulk purchases, consulting services, repair
and maintenance and lease expenditure are overstated by R16 915 598 and
payable understated by the same amount and consequently created
discrepancy on the surplus for the period under review and accumulated

surplus ;

5.4. The municipality does not have adequate system of internal controls to ensure

5.5.

that expenditure is accounted for in accordance with GRAP 1. Bulk purchases
amounting to R23 587 217 was incorrectly classified as contracted services
which resuited in the overstatement of contracted services and understatement
of bulk purchases by the same amount.Moreover, bulk purchases amounting to
R12 041 566 was incorrectly classified as repairs and maintenance which
resulted in the overstatement of repairs and maintenance and understatement of
bulk purchases by R12 041 566;

In the previous financial year, the municipality did not calculate allowance for
impairment of water and waste water receivable in accordance with GRAP 104
and as a result receivables from exchahge transaction was understated by R12
113 130 and allowance for water and waste water was overstated by the same
amount (comparative analysis was applied).

5.6 The municipality does not have adequate internal controls in place to account for

contingent liability in the financial records hence the committee and AGSA were
unable to obtain appropriate audit evidence;

5.7 The municipality does not have adequate internal controls that accounts for

contingent assets in the financial records hence it repeatedly appears in audit
findings for the past few years.




5.8 Irregular Expenditure: The municipality did not record all instances of irregular
expenditure as required by section 125(2)(d) of the MFMA, hence a number of
irregular expenditures were made in contravention with supply chain management;

5.9 With reference the bullet aboveb.8, the municipality does not have adequate
systems and internal controls in place to ensure that all irregular expenditure is
disclosed, the irregular expenditure stated at R34 370 659 in note 46 to the Annual
Financial Statement is understated by R59 117 774;

5.10 The management failed to take reasonable steps to prevent fruitless and
wasteful expenditure amounting to R13 969 339 as disclose in note 45 to the Annual
Financial Statement. The majority of disclosed fruitless and wasteful expenditure
was as a result of historic debts and litigation.

5.11 Under-spending of the conditional grants: The municipality did not spend
conditional grant amounting to R254 103 033 on the Municipal Infrastructure Grant in
the year under review; -

.5.12 The municipality incurred material loss amounting to R80 399 277 as a result of
non-payment by consumers and non-collection of revenue as disclosed in note 29 to
the Annual Financial Statement;

5.13 Disclosure notes not audited: The committee noted a serious discrepancy
happened in respect of supplementary schedule to the Annual Financial Statement
which does form part of the AFS and not part of the opinion expressed by AGSA;

5. 14 Performance indicators were not clearly defined, targets were not specific and
measurable, which reflect material misstatement and as a result AG disagreed
with the reported performance;

5.15. The municipality has been qualified on work-in -progress since 2018 to 2021
which are likely to be material financial loss to the municipality;

5.16 SDA: Disclosure notes not audited: The committee noted a serious
discrepancy happened in respect of supplementary schedule to the Annual Financial
Statement which does form part of the AFS and not part of the opinion expressed by
AGSA;

5.17 The accounting officer in the SDA did not adequately review and monitor
compliance with applicable procurement legislation and MFMA which resulted in
material irregular expenditure.

6. MPAC RECOMMENDATIONS

6.1 That all the requirements of Generally Recognised Accounting Practice standard
(GRAP) and municipal standard chart of accounts (mSCOA) must be complied
with at all times;
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6.2 That assets module must be developed and comply with at all times to avoid the
recurrence of audit findings in respect of assets management;

6.3 That the municipality must put in place systems of internal internal control in
respect of expenditure management in line with section 65 of the Local
Government: Municipal Finance Management Act No. 56 of 2003

8.4 The municipality must urgently develop water by-law and familiarise it with
communities to prevent material water loss across the district,

6.5 That municipality must urgently put in place system of internal control that
account for record management system to avoid the recurrence of audit finding
relating to poor record management. |

6.7 That municipality must develop forward pianning framework that account for
service delivery in respect of capital projects to avoid under-spending of MIG;

6.8 That all issues raised by Auditor-General during audit must be addressed and
progress report be submitted to Audit Committee and Municipal Public Accounts

Committee on monthly basis;

6.9 That the Council-approved oversight report on the 2023/24 Draft Annual Report
must submitted to the Limpopo Provincial Treasury, Auditor-General South
Africa (AGSA) and Limpopo Provincial Legislature within seven (7) days; and

6.10 That Accounting Officer must in accordance with section 21A of the Municipal
Systems Act make public an oversight report within seven(7) days of its
adoption.

6.11 After having fully considered the draft annual report, the Committee
recommends that Council adopts the 2023/24 Draft Annual Report without

reservations.
S@LK Loeshog pleg ! % f Qe s
Clir Mashoeshoe RHS Date
MPAC_Chairperson
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STAKEHOLDER

§ 05/02/2025

M 07/02/2025 Ephnam Mogafe Council Chamber Marble Hall

. \

Sekhukhune .DISt!'iCt
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} 2/02/2025
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| 27/02/2025
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04/03/2025 Efias Motsoale'di Council Chamber, Groblersdal . Rate Payers

Sekhu.khune District _ _ Sfaff
SDM Council Chamber Bareki Mail, Groblersdal :

| 2’8/()2/2_025
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MrThu!am Mawe{a at Ceil 082 460 4433 SR
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MPAC HEARING
2023/2024 Draft Annual Report

A FUblic notice is hereby given in terms of section 17(2)(c) of the Local
~ Government: Municipal System Act 32 of 2000, that a Public Hearing
' of Sekhukhune District Municipal Public Accounts Committee (MPAC)

‘will be held as follows:

VENUE

Al st'ake'héld'ers are"hereby invited to attend the MPAC Public
B He_a'r‘ing and should be seated by 10:45.

Enqumes should be dlrected to MPAC Coordmator Wilson Moswane at
(01 3) 262 7300 or 0822990387

‘www.sekhukhunedistrict.gov.za

SEKHUKHUNE

District Municipality




SEKHUKHUNE

District Municipality

Private Bag X861 | Groblersdal 0470, 3 West Street Groblersdal 0470
Tel :(013) 262 7300, Fax: (013) 262 3688

~ E-Mail : sekinfo@sekhukhune.cqza ~

PROGRAM
MPAC Public Hearing
Date :11 March 2025
Time :11:00
Venue: Matlala Dichoeung, Ephraim Mogale Municipality

Item | Session | Resource ,

no. [ _ | Institutions/Person -
1. | Opening MPAC Chairperson
2. | Welcome Matlala Dichoeung

Traditional Authority

3. | Roll Call and Apologies ' Coordinator
4. | Introductions of Guests ClIr Lekoatsipa
5. | Purpose ClIr Letsela

6. | Matters to be considered by the MPAC

6.1 Questions by MPAC members and MPAC members and
Responses by Executive Mayor Executive Mayor
6. Way forward MPAC Chairperson
7 Vote of thanks Cllr Phaahlamohlaka
8. Announcements MPAGC Coordinator

9, Closure MPAC Chairperson
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Cllrxgwedlehutse Chego :

TIME VENUE & MUNICIPALITY STAKEHOLDER

_5 Fetakgomo Tubatse Lacal _Mu y c:;":

05/02/2025 | 1aiae Makhuduthamagsa Council Chamber Jane Furse g y
) 10h00 o Magoshi -

_66}@22’2625‘- : S EIIES Mo’tsoa!edl Councﬂ Chamber Groblersdal .

07/02/2025 | | Ephriam Mogale Council Chamber, Marble Hall

Sekhukhune District

Makhuduthamaga Local Municipality, Kgaola Mafiri Municipal Hall Special Groups i

12/02/2025 | 11hOO

20/02/2025 | 11hO0 |Fetakgomo Tubatse, Tiebeng Community Hall General Public

Makhuduthamaga General Public

2/02/2025 | TIhOO 1 hwane SASSA Hall, Patantshwane

Ephriam Mogale General Public

26/02/2025 | 11h0O Leratong Disability Centre, Elandskraal, (Ward 15)

, , Efias Motsoaledi o
27/02/2025 | 11h00 Motoaneng Sports Ground, next to Moratiwa Mall, (Ward 18) General Public _

Sekhukhune District
27/02/2025 | 18hoo jEphriam Mogale Council Chamber, Marble Hall Rate Payers

Fetakgomo Tubatse Council Chamber, Burgersfort

~102/2025 | O9hO0 Makhuduthamaga, Kgaola Mafiri, Jane Fﬁrse o Rate Payers

04/03/2025 | 18h00 |Elias Motsoaledi Council Chamber, Groblersdal Rate Payers

Sekhukhune District _ Staff
SDM Council Chamber, Bareki Mall Groblersdal

§ 23/02/2025 | 11hoo

Enqwnes Shou;d be d'r ecte tO Maﬁager Pubhc Partlcnpatlon b
MrThu!anl Maweia at Cell 082 460 4433 | R

?he Execut:ve Mayor of Seknukhune ()

wwwsekhukh ‘i:sirl_i_c_f._gb_\;._zd}:"'. R




