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Foreword 

 

The Council of the Setsoto Local Municipality has the responsibility to oversee the performance of the 

Municipality, as required by the Constitution, the Municipal Finance Management Act and the 

Municipal Systems Act. 

On the 25th January 2015, the Draft Annual Report 2013/2014 was tabled to Council for consideration 

and the Council referred the Report to the Municipal Public Accounts Committee for review and the 

drafting of this Oversight Report 2013/2014. 

The Oversight Report is the final major step in the annual reporting cycle of a municipality. Section 29 

of the MFMA requires the Council to consider the Annual Report and adopt an Oversight Report 

containing the Council’s comments on the Annual Report. The Oversight report is therefore clearly 

distinguished from the Annual Report. The Oversight Report is a report of the Municipal Council and 

follows consideration and consultation on the Annual Report itself. 

As per the Council Resolution, the Municipal Public Accounts Committee of the Setsoto Local 

Municipality fulfils the oversight role of Council. The mandate of the Municipal Public Accounts 

Committee includes an analysis of the institution’s Annual Report and the development of appropriate 

recommendations to Council. 

The meetings of the Municipal Public Accounts Committee on the Annual Report 2013/2014, as 

reflected below, were open to the public and media to ensure a transparent and credible oversight 

process: 

22 January 2015 in Clocolan 

09 February 2015 in Senekal 

09 April 2015 in Ficksburg 

12 April 2015 in Senekal 

23 April 2015 in Senekal 

19 May 2015 in Ficksburg 

 

Furthermore, the Annual Report 2013/2014 was subjected to a public participation process during the 
following dates were members of the Municipal Public Accounts Committee of the Setsoto Local 
Municipality engaged with communities of various towns: 

 

09 February 2015 in Matwabeng Senekal 

10 February 2015 in Moemaneng Marquard 

12 February 2015 in Meqheleng Ficksburg 

28 April 2015 in Meqheleng Ficksburg 

29 April 2015 in Hlohlolwane Clocolan 
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1. Background 

Each municipality and each municipal entity must prepare an annual report for each financial year in 

accordance with the Municipal Systems Act, section 46 and the Municipal Finance Management Act, 

section 121. In addition, Circular 11 and 63, issued by National Treasury, and the Annual Report 

Customised Template and Guidelines provides by CoGTA  provide guidance to municipalities on 

compliance with the legislation above. 

A municipal annual report includes the following key elements: 

 Annual performance report, evaluating the year’s performance against the performance 

objectives established in the IDP, Budget and Service Delivery and Budget Implementation 

Plans; 

 Annual Financial Statements, Auditor-General’s Audit Report on the AFS and management’s 

responses to address the AG’s audit findings; 

 Other disclosure, as required by MFMA in section 121, 123, 124 and 125 (e.g. Councillor and 

top management compensation, grants, bank accounts and investment information) 

The MFMA directs the annual report to be completed and tabled in Council by 31 January, for the 

financial year ended the previous 30 June. Council must then review the annual report and adopt an 

oversight report containing its comments within 60 days. 

The MFMA section 129(1) and National Treasury Circular 32 direct and guide the oversight process 

and the preparation of the oversight report. Circular 32 recommends that Council establish and 

Oversight Committee to prepare an oversight report, in order that Councillors be provided with more 

detailed and comprehensive analysis of the Annual Report than would have been practical otherwise. 

This assists Council in providing better oversight over municipal performance. 

The Draft Annual Report 2013/2014 was tabled in Council on 25 January 2015, on schedule.  

2.            Process Followed by Council 

On the 25 January 2015, Council referred the Draft Annual Report 2013/2014 to the Municipal Public 

Accounts Committee, which performs the function of an Oversight Committee. The MPAC consists of 

members from the ANC, DA, COPE and FF. The Committee is made up as follows: 

 African National Congress- 6 Members 

 Democratic Alliance-1 member 

 Congress of the People-1 Member 

 Freedom Front-1 Member 

The Committee based its work on the following documents: 

 Draft Annual Report 2013/2014 

 Service Delivery and Budget Implementation Plan 2013/2014 

 Budget 2013/2014 
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 Oversight Report 2012/2013 

 Municipal Finance Management Act, 56 of 2003 

 National Treasury’s Circular 32-Oversight Report 

 National Treasury’s Circulars 11 and 63-The Annual Report 

The Municipal Public Accounts Committee values community participation in the oversight process. In 

this regard, the following initiatives were made: 

 An invitation to the public to submit comments on the Annual Report was advertised in the 

National, Provincial and Local print media on Friday 30 January 2015 ( Public Eye) 

 A schedule of the Draft Annual Report 2013/2014 Public Engagement meetings that took 

place from the 09  to 12 February 2015 and from 28 April 2015 to 05 May 2015 was also 

advertised in the National, Provincial and Local print media between 12and 23 April 2015       

(The Weekly and Mangaung Express) , and posted on the municipal website. 

 The Office of the Auditor-General and the Provincial Treasury were invited to train the 

Committee on their roles and responsibilities and the Provincial Internal Audit Unit was 

invited to assist with some investigations. 

 The meetings of the Public Accounts Committee were open to public and the media. 

3.          Conclusions and Recommendations 

The conclusions and recommendations of the Municipal Public Accounts Committee are presented in 

two sections, as reflected below: 

 Compliance issues-This section contains the Committee’s comments on whether the Draft 

Annual Report 2013/2014 included items required by MFMA and followed the guidance 

provided by the National Treasury Circular 32. 

 Other Annual Report issues-This section contains the Committee’s substantive comments on 

the Draft Annual Report 2013/2014 and other issues raised by the Committee. 

3.1       Compliance Issues 

As documented below, the Draft Annual Report complied with the requirements of the Municipal 

Systems Act and the Municipal Finance Management Act, National Treasury guidance on the content 

of the annual reports, as well as the Customised Template and Guidelines for Annual Reports by the 

CoGTA 

3.1.1 MFMA requirements included in the tabled Draft Annual Report 2013/2014 

 Headings and content recommended in National Treasury Circulars and Guidelines. 

 Annual Financial Statements 

 Auditor-General’s Audit Report 

 Performance Report-Performance statistics and narratives are included, as required. 

 Report of the Audit Committee 

 Conditional Grants and assessment of compliance 
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 Total payments for audit fees, taxes, levies, duties, pension and medical aid contributions, and 

if any amounts are outstanding at year-end. 

 Each bank account (name, type and balances) 

 Summary of investments. 

 Information on backlogs. 

 Material irregular, fruitless or wasteful expenditure and whether recoverable. 

 Salaries, allowances and benefits for each political office-bearer and top management. 

 Arrears owed by each Setsoto Local Municipality Councillor. 

 Comparative performance information-Actual performance compared to 2012/2013 

performance objectives, as well as performance information from the previous year 

 Analysis of arrears. 

 Auditor-General’s Report on Performance Management System 

3.2        Matters of concern noted by the Municipal Public Accounts Committee 

3.2.1 Audit Report by Auditor-General 

Even though the Municipal Public Accounts Committee is ecstatic with the unqualified audit opinion 

received by the municipality from the Auditor General, records its concerns regarding matters of 

emphasis expressed in the Audit Report. These matters include: 

3.2.1.1 Restatement of corresponding figures 

As disclosed in note 56 to the financial statements, the corresponding figures for 30 June 2013 have 

been restated as a result of errors discovered during 2014 in the annual financial statements of the 

Setsoto Local Municipality at, and for the year ended, 30 June 2013. 

3.2.1.2 Material losses 

As disclosed in note 50 to the financial statements, material electricity and water losses of R21 690 

046 (2013: R16 856 545) and R12 952 459 (2013: R16 251 753) respectively were incurred by the 

municipality as a result of distribution losses relating to water and electricity. 

3.2.1.3 Material Impairment 

As disclosed in note 5 to the financial statements, a provision for impairment of debtors amounting to 

R192 724 645 (2013: R152 047 627) has been made with regard to consumer debts amounting to 

R260 092 967 (2013: R211 711 170). 

3.2.1.4 Unauthorised Expenditure 

As disclosed in note 46 to the financial statements, unauthorised expenditure of R147 032 593 (2013: 

R154 181 494) was incurred by the municipality as a result of the municipality’s failure to implement 

adequate budgetary controls. 
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3.2.1.5 Irregular Expenditure 

As disclosed in note 48 to the financial statements, the municipality incurred irregular expenditure of 

R74 744 136 (2013: R131 973 342) during the year under review due to inadequate controls to fully 

comply with supply chain management 

3.2.1.6 Going Concern 

Note 55 to the financial statements indicates that Setsoto Local Municipality has incurred a deficit of 
R161 580 925 (2013: 114 290 080). This matter, along with other matters as set forth in note 55, 
indicate the existence of a material uncertainty that may cast significant doubt on the municipality’s 
ability to operate as a going concern. 

 

3.2.1.7 Unaudited disclosure notes 

 

In terms of section 125(2) (e) of the MFMA the municipality is required to disclose particulars of non-

compliance with the MFMA. This disclosure requirement did not form part of the audit of the financial 

statements and accordingly I do not express an opinion thereon. 

3.2.1.8 Budget 

Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the 

approved budget, in contravention of section 15 of the MFMA. 

3.2.1.9 Annual Financial Statements and Draft Annual Report 2013/2014 

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 non-

current assets and disclosure items identified by the auditors in the submitted financial statements 

were subsequently corrected, resulted in the financial statements receiving an unqualified audit 

opinion. 

3.2.1.10 Procurement and Contract Management 

 Contracts and quotations were awarded to bidders who did not submit a declaration on 

whether they are employed by the state or connected to any person employed by the state, 

as required by SCM regulation 13(c). 

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

obtaining the required price quotations, as required by SCM regulation 17(a) and (c). 

 Construction projects were not always registered with the Construction Industry Development 

Board, as required by Construction Industry Development Regulation 18.  

 Persons in service of the municipality whose close family members had a private or business 

interest in contracts awarded by the municipality failed to disclose such interest, as required 

by SCM regulation 46(2).  

 Awards were made to providers who are in the service of other state institutions or whose 

directors/principal shareholders are in the service of other state institutions, in contravention 
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of section 112(j) of the MFMA and SCM regulation 44. Similar awards were identified in the 

prior year and no effective steps were taken to prevent or combat the abuse of the SCM 

process in accordance with SCM regulation 38(1).  

 Contracts were awarded to bidders based on points given for criteria that differed from those 

stipulated in the original invitation for bidding, in contravention of SCM regulations 21(b) and 

28(1)(a) as well as the Preferential Procurement Regulations.  

 A list of accredited prospective providers was not in place for procuring goods and services 

through quotations, as required by SCM regulation 14(1) (a).  

3.2.1.11 Human Resource Management and Compensation 

 An acting senior manager was appointed for a period of more than six months in 

contravention of section 56(1) (c) of the MSA.  

 Sufficient appropriate audit evidence could not be obtained that job descriptions were 

established for all posts in which appointments were made in the current year, as required by 

section 66(1) (b) of the MSA. 

3.2.1.12. Expenditure Management 

Reasonable steps were not taken to prevent unauthorised expenditure, irregular expenditure, fruitless 

and wasteful expenditure, as required by section 62(1)(d) of the MFMA.  

3.2.1.13. Revenue Management 

An effective system of internal control for debtors and revenue was not in place, as required by 

section 64(2) (f) of the MFMA. 

3.2.2 Other Legal and Regulatory Requirements 

The Municipal Public Accounts Committee expressed the following additional concerns on the 

predetermined objectives: 

3.2.1.1. A total of 50% of the reported objectives and targets were not consistent with those in the 

approved service delivery and budget implementation plan 

3.2.1.2. A total of 80% of the reported objectives and 86% of the reported indicators and targets were 

not consistent with those in the approved service delivery and budget implementation plan 

3.2.1.3. A total of 100% of the reported objectives, indicators and targets were not consistent with 

those in the approved service delivery and budget implementation plan. 

3.2.1.4. A total of 63% of the targets were not specific. 

3.2.1.5. A total of 100% of the reported objectives, indicators and targets were not consistent with 

those in the approved service delivery and budget implementation plan. 

3.2.1.6. A total of 100% of the reported objectives, indicators and targets were not consistent with 

those in the approved service delivery and budget implementation plan. 
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3.2.1.7. A total of 40% of the indicators were not well defined 

3.2.1.8. A total of 50% of the reported objectives and 60% of the reported indicators and targets were 

not consistent with those in the approved service delivery and budget implementation plan. 

3.2.1.9. The annual performance report for the year under review did not include measures taken to 

improve performance as required by section 46 (1) (c) of the MSA. 

3.2.1.10. The performance management system and related controls relating to the planning, 

monitoring, measurement, review and reporting and how it is conducted, organised and 

managed, were not maintained as required by sections 38 of the MSA and regulation 7 of the 

municipal planning and performance management regulations. 

3.2.1.11. Consequences Management 

 Unauthorised, Irregular, Fruitless and wasteful expenditure incurred by the municipality  was 

not in all instances investigated to determine if any person is liable for the expenditure, as 

required by sections 32(2)(a)(ii) and 32(2)(b) of the MFMA. 

 Unauthorised, irregular, fruitless and wasteful expenditure was not always recovered from the 

liable person, as required by section 32(2) of the MFMA.  

 Contrary to sections 32(2) (a)(ii) and 32(2)(b) of the MFMA, the Council certified 

unauthorised, irregular, fruitless and wasteful expenditure as irrecoverable without an 

investigation been conducted by a council committee to determine the recoverability of the 

expenditure. 

 Authorisation of unauthorised expenditure was not done in an adjustment budget, as 

required by section 32(2) (a) (i) of the MFMA. 

3.2.1.12 Internal Control and Leadership  

 The action plans were not adequately monitored and implemented to address internal control 

deficiencies identified. In certain instances, staff members of the municipality were not held 

accountable due to the performance management system not being fully implemented at the 

municipality. Processes to prevent and detect all unauthorised, irregular as well as fruitless 

and wasteful expenditure were not fully established. 

 The financial statements were not properly reviewed for completeness and accuracy prior to 

submission for auditing. This resulted in findings relating to incorrect disclosure or non-

disclosure. 

 In certain instances, staff members of the municipality were not sufficiently skilled to ensure 

that the daily financial transactions were fully and correctly recorded in the records of the 

municipality. Internal checking of all financial records and transactions was found to be 

inadequate; 

 The municipality did not always comply with applicable laws and regulations. No formal 

processes were in place to monitor compliance with legislation, which resulted in the number 

of reported non-compliance issues. Consequences for poor performance and non-compliance 

with laws and regulations were inadequate. 
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3.3. Areas of amendments to the Draft Annual Report 2013/2014 

Spelling and grammatical mistakes were identified in the report 

3.4 Recommendations 

3.4.1 Oversight Report 2013/2014 

The Public Accounts Comments that the Municipal Manager submits quarterly progress made with 

the Implementation of the Oversight Report recommendations to the Municipal Public Accounts 

Committee. 

3.4.2. Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

(a) The Municipal Public Accounts Committee recommends that the Municipal Manager implement 

guidance obtained from National Treasury on how the Council should address unauthorised, 

irregular, fruitless and wasteful expenditure and submit an action plan reflecting remedial action to 

address the unqualified audit opinion and matters of emphasis raised by the Auditor-General, as 

well as the matters of concern expressed by the Municipal Public Accounts Committee, as set out 

in points 3.2.1 and 3.2.2 in this Oversight Report to the Executive Committee, Municipal Public 

Accounts Committee, Council and other Council structures, and a report progress being made on 

the implementation of the action plan on a quarterly basis. 

(b) The Municipal Public Accounts Committee recommends that, due to the fact that there are 

currently no consequences for officials who incur unauthorised, irregular, fruitless and wasteful 

expenditure, and as a measure to curb same, Council adopt the stance that some form of action be 

taken against officials involved in such actions, unless it can be proved that such expenditure was 

incurred because of circumstances beyond the control of the person(s) involved. 

(c) The Municipal Public Accounts Committee recommends that the Municipal Manager and the Chief 

Audit Executive submit quarterly reports on the progress made with investigations of alleged fraud 

and corruption cases within the institution for a possible intervention by the Committee, if 

necessary. 

(d) The Municipal Public Accounts Committee recommends that the Municipal Manager and the Chief 

Financial Officer ensure compliance with section 32 of the Municipal Finance Management Act and 

Regulation 74 of the Municipal Budget and Reporting Regulations in respect of unauthorised, 

irregular, fruitless and wasteful expenditure. 

3.4.3 Deviations 

The Municipal Public Accounts Committee recommends that the Municipal Manager draw up an 

Action Plan of Measure that can be put in place to reduce the unacceptable number of deviations, 

which the Committee deems to stem from a lack of proper planning. 
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3.4.4 Human Resource Management and Compensation 

3.4.4.1. Performance Management 

 

The Municipal Public Accounts Committee recommends that that in order to report on the originally 
planned targets, the Municipal Manager should procure the E-PMS System that will be in line with the 
Standard Chart of Accounts, and ensure that quarterly performance sessions are held with Senior 
Management to examine progress reports in respect of work done relating to targets, and identify and 
correct problems in time before the end of the financial year. 

 

3.4.4.2. IDP, Budget, SDBIP and the Draft Annual Report 2013/2014 

The Municipal Public Accounts Committee recommends that the Municipal Manager must ensure that 

the reported performance information is in consistent with the predetermined objectives, targets and 

indicators as originally identified in the IDP, Budget and SDBIP. 

3.4.4.3. Vacancies 

(a) The Municipal Public Accounts Committee recommends that the Municipal Manager fills all the 

critical vacant positions and all those positions where staff have been acting for a period of more 

than six months by not later than 31 July 2015. 

(b) The Municipal Public Accounts Committee recommends that all vacant position in the IDP/PMS 

Division be filled as soon as possible with suitably qualified people, to reinforce the Division and 

enable it to perform optimally. 

3.4.4.4 Succession Planning- Expenditure, Revenue, Supply Chain Management, Budget and 

Financial Reporting 

The Municipal Public Accounts Committee recommends that the municipal Manager and the Chief 

Financial Officer ensure the development of a succession plan, with a particular focus on transforming 

the above-mentioned divisions, so that the purpose of the Council’s annual Audit Process, expertise is 

transferred among official in the these divisions and that official from previously disadvantaged  

groupings are capacitated to provide the required information, technical advice and support to the 

Office of the Auditor-General. 

3.4.5 Infrastructure and Service Delivery 

3.4.5.1 Waste Management 

 

(a) The Municipal Public Accounts Committee recommends that the Municipal Manager and the 

Director Development Planning and Social Security develop practical strategies for visible 

implementation of the envisaged Illegal Dumping Strategy throughout the Municipality, that more 

funding be provided for the project, and that the challenge be approached as an institutional 

problem. 
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(b) The Municipal Public Accounts recommends that the identification of more funding from the 

proceeds of the Revenue Enhancement Strategy be prioritised to ensure the roll-out of the weekly 

refuse collection services throughout the Municipality. 

3.4.5.2 Bucket System 

The Municipal Public Accounts Committee recommends that the project to eradicate the bucket 

system be completed by the Director Engineering Services in the 2015/2016 financial year, and all the 

uncompleted connections and the installation of pump stations be done, based on the investigation 

reports that were undertaken during the Section 106 Intervention, and that it be emphasised that the 

RDP housing delivery, which includes waterborne sanitation, remain vital for the eradication of the 

bucket system. 

3.4.5.3 Backlog in repairs and maintenance 

The Municipal Public Accounts Committee recommends that the Municipal Manager and the relevant 

Directors develop alternative strategies of funding mechanisms to ensure an adequate level or repairs 

and maintenance of infrastructure. 

3.4.5.4 Electricity and Water Losses 

(a) The Municipal Public Accounts Committee recommends that, in order address the high levels of 

water loses experienced by the Municipality, all Councillors become more active in reporting water 

leaks and follow up reported cases until the problem is fixed. 

(b) The Municipal Public Accounts Committee recommends as per the Revenue Enhancement 

Strategy, that all meters in the municipal area be tested to be in working order and if sure 

consumers be billed according to consumption. 

(c) The Municipal Public Accounts Committee recommends that an independent service provider be 

hired to assess all aspects of the municipal electricity and water services systems, including the 

billing system, and the fact that the aging infrastructure is contributing to the leakages, with a view 

of developing a sustainable solution. 

3.4.5.5 Roads and Storm Water 

(a) The Municipal Public accounts Committee that the Director of Engineering and the Assets Manager 

implement the practical study report done by IMESA on the state of our roads and undertake a 

desktop study to establish best practices in other countries regarding the issue of road repair. 

3.4.5.6 Indigent Subsidy 

The Municipal Public accounts Committee recommends that the Municipal Manager and the Chief 

Financial Officer ensure that the processing of the applications received in terms of the Indigent 

Subsidy be fast-tracked and that regular reports in this regard be submitted to the Municipal Public 

Accounts Committee. 
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3.4.5.7 Supply Chain Management-Declaration of Interest 

The Municipal Public Accounts Committee recommends that the Municipal Manager and the Director 

Corporate Services ensures that a proper system is developed by requiring officials in the service of 

the Municipality to make a yearly declaration, disclosing whether or not they or any of their close 

family members have business relations with the Municipality or any other state organisation, and 

that any misrepresentation by officials in respect of such declaration be punishable by disciplinary 

action to be taken by the Municipality against such officials.  

4. Council Resolutions 

4.1 Council, having fully considered the Setsoto Local Municipality Draft Annual Report 2013/2014, 

resolves that: 

 The Oversight Report 2013/2014 be adopted 

 The Annual Report 2013/2014 be approved with the reservations, comments and 

recommendations included in the Oversight Report 

 The recommendation of the Municipal Public Accounts Committee reflected in Section 3.4 be 

adopted and that the implementation progress be reported on; 

 The Annual Report 2013/2014 be amended, as reflected in section 3.3 of the Oversight Report 

2013/2014 
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ABBREVIATIONS 

 

 

AFS  ANNUAL FINANCIAL STATEMENTS 

 

AG  AUDITOR-GENERAL 

 

IMESA  INSTITUTE OF MUNICIPAL ENGINEERING OF SOUTHERN AFRICA 

 

MFMA  MUNICIPAL FINANCE MANAGEMENT ACT 

 

MPAC  MUNICIPAL PUBLIC ACCOUNTS COMMITTEE 

 

MSA  MUNICIPAL SYSTEMS ACT 

 

SALGA  SOUTH AFRICAN LOCAL GOVERNMENT ASSOCIATION 
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