THEEWATERSKLOOF MUNICIPALITY
TABLING OF THE ANNUAL REPORT BY THE CHAIRPERSON OF
THE AUDIT AND PERFORMANCE AUDIT COMMITTEES FOR THE
FINANCIAL YEAR ENDING 30TH JUNE 2010
INTRODUCTION

Madam Speaker
Mr. Mayor – The Honourable Mr. Punt
Members of Council
The Municipal Manager and Directors
Ladies and Gentlemen
It is a great honour to deliver my ANNUAL report to council for the financial year
ending 30th June 2010
Congratulations to the Theewaterskloof Municipality fraternity on having received an
unqualified report from the Auditor General in respect of the 2008/2009 financial year.
A clean report however still evades TWKM and this is the ultimate goal to which we
should all commit ourselves.
1. THE AUDIT COMMITTEE AND THE PERFORMANCE AUDIT COMMITTEE
The Audit and Performance Audit Committees of T.W.K.M are statutory committees
whose duties and responsibilities are delegated to it by Council. These duties and
responsibilities are clearly articulated in our audit charters which were approved by
council in compliance with the MFMA.
The Audit Committee consists of five independent members who are all appropriately
qualified, who are financially literate and who are acquainted with the risk management
discipline.
The Performance Audit Committee consists of three suitably qualified members who
have a good understanding of Performance Management as applied within Local
Government.
These two committees assist council in discharging their duties with regard to:
-

-

The safeguarding of assets
Assurances that adequate financial systems and control processes are in place
Assurances that financial statements are presented on a regular basis and that
these statements are GRAP compliant, mindful of the fact that TWKM has
adopted the transitional provision of GRAP standards with regard to GRAP 12,16
17, 19 100 and 102. These include aspects relating to inventories, property,
provisions for contingent liabilities etc.
Assurances that a functional system of performance management is in place and is
fully operational.

Both committees have each held a minimum 4 meetings during the financial year under
review. These meetings were well attended by committee members, the municipal
manager, executive directors and members of the audit team.
The chairperson of the audit committee meets regularly with the deputy director (internal
audit) where matters of mutual interest are discussed. These matters include: nature of
the investigations; progress w.r.t investigations, the timing thereof; agendas of meetings
and review of the annual risk based audit plan.
A Recently completed self-evaluation questionnaire revealed that the Audit Committee is
fulfilling the mandate given to it by council.
2.

THE INTERNAL AUDIT UNIT

The internal audit unit is fully staffed. Guided by the risk-based approach this unit has
been able to address strategic issues in its quest to deliver an effective and efficient
service
Allow me Madam Speaker to congratulate council on an excellent appointment to the
position of Deputy Director – Internal Audit. This appointment has resulted in a great
improvement in the quality of investigations as well as in the reporting format thereof.

3. INVESTIGATIONS
The internal audit unit conducted 22 investigations during the year under review.
72 findings were made of which 47 were regarded as significant (serious)
The remaining 25 findings were regarded as housekeeping i.e minor transgressions which
could easily be rectified.
In most instances no findings were made i.e. that full compliance was observed.
Housekeeping transgressions appeared to indicate:
-

that senior managers do not always review “inappropriate” responses by managers
basic control deficiencies

Although widespread significant findings pointed primarily to the following areas of concern:
-

lack of proper financial controls
non-compliance
absence of certain policies

To this end the said committees have made certain recommendations aimed at rectifying
the situation. The audit committee has also requested that follow-up investigations be
conducted to ensure that recommendations and improvement plans had been
implemented.
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FINANCIAL MANAGEMENT

With the exception of a few concerns the audit committee has generally been satisfied
with the standard of financial reporting and financial management within TWKM.
Financial statements are compiled by consultants. This is a costly service and maximum
benefit must be derived from these consultants.
The audit committee has not been able to determine the exact extent to which consultants
have been able to empower internal staff. This may be an aspect deserving of future
attention
Positive aspects which deserve special mention include:
-

an understaffed team which under difficult circumstances was able to perform
reasonably well.

- The appointment of a Risk Officer
-

a CFO who despite extreme challenges, has a penchant to improve financial
revenue collection and financial controls. Debt collection improved dramatically
during the 2009/10 financial year.

-

TWKM despite inherent difficulties, is well on it’s way to becoming fully
GRAP compliant. With the assistance of Provincial Treasury and monitoring by
the audit committee as well as clearly stated GRAP implementation plans, we
believe that full GRAP compliancy will be achieved within the next two years.

Aspects which still present the audit committee with a measure of concern include:
- lack of financial controls at middle management and supervisory level
- Financial statements not compiled on a quarterly basis
-

-

monthly reconciliation of accounts and review thereof do not always occur
timeously
the 2009/10 year- end financial statement reveals a poor liquidity ratio (,7 : 1)
This suggests that TWKM is not able to meet its short term financial obligations.
It would appear that increases in employee related costs; appointment of
additional personnel in key positions; consultancy fees; lower revenue collection
(traffic fines) may have contributed significantly to this state of affairs.
a net cash outflow of almost R30m over the past financial year.
over-expenditure in a few capital item votes
a few minor corrections to income statement are required.

5. PERFORMANCE MANAGEMENT
Performance Management is increasingly featuring on the radar-screen of the Auditor
General. It is for this reason that a Performance Audit Committee was established during
the previous financial year.
The purpose of Performance Management is to ensure that Performance is measured
against pre-determined objectives and that reporting thereof is reliable, accurate and
complete.
It pleases me to inform that considerable time and effort has been invested in
Performance Management by the responsible directorate. A very comprehensive process
plan, which in essence is the IDP process plan has been approved by council.
Due processes were followed and quarterly performance reports were found to be
complete and in most instances submitted timeously to the performance audit committee..
A few teething problems are however still evident
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-

There are still too many KPI’s and they should be reduced in order to make them
more manageable.

-

A few of the objectives appear to have been too ambitious

-

A few of the objectives and KPI’s were found not to be measureable.
The age-old adage “If you can’t measure them you can’t manage them” is a
self-evident truth.

-

The allocation of performance bonuses to executive directors still pose a
challenge even though due processes were followed

SERVICE DELIVERY

Given the many challenges which face municipalities in their quest to provide a quality
service there appears to be sufficient evidence which supports the view that TWKM is
doing remarkably well in this area. Investigations by the internal audit unit, and more
importantly, reports submitted by executive directors have provided the audit committees
with assurances that service delivery to say the least is satisfactory.
In this regard it needs to be mentioned that TWKM was selected as the top service
delivery local authority in South Africa at the African Access National Business Awards
ceremony in Sandton on 27 May 2010

7.

LEADERSHIP

Both the Executive Mayor and Municipal Manager need to be singled out for the quality
of leadership they bring to TWKM.
There is ample evidence which points to the fact that the Mayor and Municipal Manager
are strategic in their thinking. Through the risk-based approach they have been able not
only to identify key control areas but to implement strategies and to monitor and
regularly report on them.
8.

APPRECIATION

Allow me Madam Speaker to express my gratitude to:
-

Council for providing the necessary leadership

-

The Executive Mayor for his insight, support and passion to serve.

-

The Municipal Manager and his Executive Directors for their participation in
audit committee meetings and for the very positive manner in which they have
responded to recommendations by the audit committees.

-

Employees of TWKM.

-

The Deputy Director - Internal Audit and his team for the quality of their
investigations as well as the quality of their reporting.

- Members of the audit committees for discharging their duties in such a competent
manner.
I thank you.

C. Martin
(Chairman - TWKM Audit and Performance Audit Committees)
28th October 2010

