% —— COUNCIL RESOLUTION NUMBER: 01/01/30/01/2024

TABLING OF THE DRAFT ANNUAL REPORT FOR THE PERIOD ENDING 30 JUNE
2023.

1. PURPOSE

1.1 To provide record of the municipality during 2022/2023 financial year in respect of
financial and non-financial performance against 2022/2023 IDP & Budget.

2. PRE-DETERMINED OBJECTIVES

2.1 Striving towards a secure and sustainable management of fiscal and financial affairs of
‘the municipality with the limited resources.

3. BACKGROUND

The 2022/2023 Draft Annual Report of Mantsopa Local Municipality was prepared in terms
of Local Government: Section 121 of the Municipal Finance Management Act No.56 of 2003
and Section 46 of the Municipal Systems Act, 32 of 2000, it was subsequently submitted by
the Accounting Officer to the Auditor-General for audit as prescribed in terms of the Local
Government: Section 126 of the Municipal Finance Management, Act 56 of 2003 on 31*
August 2023.

The Auditor-General has concluded the auditing of the Annual Financial Statements and the
Draft Annual Report for the period ending 30 June 2023, a report of the Auditor-General
South Africa is herewith attached.

In terms of the Local Government: Section 127 (2) of the Municipal Finance
Management Act, 56 of 2003 “The Mayor of a municipality must, within seven months after
the end of a financial year, table in the municipal council the annual report of the municipality
and of any municipal entity under the municipality’s sole or shared control”.

The submission of the final Audit report and Management Report to the Accounting Officer in
December 2023_by the Auditor General is intended to give Management sufficient time to
prepare a credible Audit Action Plan to address issues raised by the Auditor-General in both
reports, the Audit Action Plan as prescribed in terms of Section 121(3)(g) of the Municipal
Finance Management Act, 56 of 2003.

The municipality received a qualified audit opinion with eleven paragraphs on the Annual
Financial Statements.

After consideration of the Annual Report, an Oversight Report will be compiled by the MPAC
(Municipal Public Accounts Committee) within 60 days in terms of Section 129 (a), (b) & (c)
of the Municipal Finance Management Act, 56 of 2003 for approval by Council. The
Municipal Public Accounts Committee, in preparation of the Oversight Report, shall also



(b) That Councillors to submit inputs and or comments on the Annual Report within 7
(seven) days to the Municipal Manager after the tabling, upon the receipt of
inputs/representations from Councillors.

(c) The Accounting Officer must monitor the Audit Action Plan to address deficiencies
and internal control weaknesses raised by the AGSA, Councillors, members of the
public and other stakeholders as prescribed by Section 121(3)(g) of the Municipal
Finance Management Act, 56 of 2003 on a weekly basis and submit progress to
Council quarterly.

(d) That Council refer the Annual Report inclusive of the Audited Financial Statements
and the report of the Auditor General South Africa to the Municipal Public Accounts
Committee for further deliberations.

(e) The Accounting Officer must immediately make public the Annual Report and invite
local community to submit representations as envisaged in terms of the Local
Government: Section 127 (5) of the Municipal Finance Management Act, 56 of 2003.

(f) The Accounting Officer must submit the Annual Report to the Auditor-General, the
Provincial Treasury, Free State Legislature, Free State Department of Cooperative
Governance & Traditional Affairs (FSCOGTA) and Thabo Mofutsanyana District
Municipality within 7 days after the tabling.

(g) That the Municipal Manager take all necessary steps to effectively implement the
audit action plan as contemplated in Section 121(3)(g) of the Municipal Finance
Management Act, 56 of 2003, weekly clean audit steering committee to be revived as
an instrument to monitor internal control deficiencies identified by the Auditor-

General.

(h) The Municipal Public Accounts Committee must compile an Oversight Report within
60 days of tabling this report in terms of Section 129 (a), (b) & (c) of the Municipal
Finance Management Act, 56 of 2003 for approval by Council.

The Auditor — General tabled the following:-

"ne



Report of the auditor-general to the Free State Provincial LLegistature
and the council on the Mantsopa L.ocal Municipality

. = —

Qualified opinion

1.

t have audited the financial statements of the Mantsopa Local Municlpality set out on pages xx
to xx. which comprise the statement of financial position as at 30 June 2023, the statement of
financial performance, staterment of changes In nat axzets, cash flow statement and statament
of comparison af bhudget and actual amounts for the year than endeaed, as well 88 notas to the
financial statements, including & summary of significant accounting policies.

I my apinlan, except for the sffects and possibie affects of the matters described In the basis
for qualifiad opinion section of this auditor's report, the financial statements prasent faidy, in al
material respects, the financial i 1 of tha Mar Local Municipality as at 20 June2023,
and its financial perfformance and cash flows far the year then ended in accaordance with the
Standards of Genearally Recognised Accounting Practice (GRAP) and the requirements of the
Municipal Finance Management Act S8 of 2003 (MFMA) and the Division of Revenues Act 5 of
2022 (Dara).

Basis for quallfied of opinion

I was unable to obtain sufficient appropriate audit evidance for the reconclliiation of work- in-
progress (WIP) additions of R18 717 369 (Z022: R42 998 134) as per note 11 to the financial
statements, because of the material unexplained reconciling differences bebtween the WP
register and the financial statements. | was unabie to confirm the property, pisnt and
agquipment by alternative means. Consequently, | was unable to daterming whether any
adjustment was necassary relating to property plant and equipment stated at R778 936 243
(2022: RBIB 664 142) in nute 11 to the financis! statements.

In addition, the municipalbty did not account for property, plant and nent in

with GRAP 17. Property, plant and aquipmaent, because of mataerial differences betwaan the
fixad assat register and supporting evidence. Furtharmore, the municipatity incorrectly
calculated depreciation on assets, which could also not be physically verified. Consequantly,
progpeaenty. plant and equipment and depreciation were oversiated by R16 682 436,

The municipality did not calculate the impairment loss included in tha reconcitiation of
property, plant and equipmaent, in accordance with GRAP 21, 1. arf ]

, BS in note 11 to the financial statements. This was due to
materral dlrferences between auditors' recalculations ang fixed assat register. Consequentiy.
impairmant loss included in the recanclliiation of property, plant and equipment and the
impairment revarsals/(losses) was ovearstataed by R31 S20 067 (2022 RS 899 013).
Additionally, thera was an impact on the deficit for the year and accumuiated surplus,

I was unable to obtain sufficient appropriate audit evidence for trade payables, ratentions,
unknown deposits and payments recalved in advance included in payables from axchange
transactions, due ta the status of accounting records. | was unable to confirrm trade payables,
retentions, unknown deposits and payments received in advance by altemative maans.

Co tly. Fwas o 1o determine whether any adjustments were necessary to these
payables from exchange trensactions tolalling R86 737 561 (R022: R29 548 033) in note 14 to
the financial statements.

t was unahbie ta obtain sufficient appropriate audit evidence that raceivables from exchange
transactions had been appropriately accounted for as the municipality processed manaat
adjustmaents against the receivables from exchange transactions in the general ledger instead
of the individually atfectesd customar accounts in the sub-ledger. | was unabla to confirm the

o 3} from ge trar ions by alternative means. Consaquentiy, | was unable to
determing whether any 8 Nts Were nec Y to the recelvables from exchange
transactions stated at R216 BOS 676 (2022' RE7 603 030) in note S to the financial
staterments, interest re i d on ot 1~] = from exchange transactions stated at

RG1T 484 468 (20227 RS3 597 043) In note 21 to thea financiatl statements. and debt mpairment
statad at R19 249 133 (2022: R108 211 6098) in note 37 to the financial statements.
Additionalty, there was an impact on the deficit for the year and accumulated surplus,

{ was unable to obtain sufficient approprial Aaudit evidence that the receivables from non-
exchange transactions had been appropriately accounted for. The municipality processed
manual adjustments against the recalvables from non-axchange transactions in the generat
ledger instesd of the individusily affected customer accounts In the sub-ledgear. | was unable
o canfirm the receivablaes from non-exchange transactions by alternativae means.
Consequently, | was unable to datermine whether any adjustments were necessary to the
receivables from non-exchange transadctions stated at RS 084 261 in note 8 and iInterast
receaived on outstanding debtors from non-exchange transactions stated at 2022: RS 390 236,
in note 21 to the financial statements. Additionally, there was an impact on the daficit for the
year and accurmulated surplus.

Tha municipality did not account for Investment property, stated at R85 547 592 in nole 10 to
the financial! statements, In accordance with GRAP 16, /nvaestment property, as the

municl lity recarded with an R-Nil value, which were not assessed annually in respact
of the useful lives of these assetls even though the asset was still in use. Consaeqguently,
Investment property was understated by R128 S72 632 and impairment reversatl/ (losses)
weare underztated by the same amount. Additionatly, there was an impact on the deficit for the
year and accumulatad surpius.




10.

1.
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13,

14,

The municipality did not account for bank overdraft inctuded In cash and cash equivalents In
accordance with GRAP 1, Presentation of financial statements. This was due (o differences
identified between the supporting schadules and the amounts disciosed on the financial
statements. Consequently, cash and cash equivatlents disclosed In note 9 was undarstated by

RS 084 004.

f was unable to obtain sufficient appropriate audit idence for service charges due to
unsubstantiated material reconcitling differences between the financial statements and
supporting schedules. | was unable to confirm the servica charges by alternative means.
Consequently, | was unabie 1o determine whether any adjustments were necessary to sarvice
charges stated at 1144 647 327 (2022: R117 958 875) in note 19 to the financial statements,
in sddition, the municipality did not recognise sewarage and sanitation charges in accordance
with GRAP 9, frorm -l fe . as in the prior year some sarvices ware
le2vh at incorrect tariffs. Consequantly, the corresponding figure for service charges was
understated by RS 891 $42 and the corresponding figure for receivables from exchange

Trar ions was under by RS 881 542, Additionally, there was an impact on the deficit

for the year and accumulatad surplus.

The municipality did not classify repairs and maeaintenance expanditure [n accordance with
GRAP 1, Presantation of financia! stataments. This was due to expenditure transactions basing
incorrectly classified as repairs and maintenance. Consaequantly. rapairs and maintenance
expanditure disctosed in note 32 to the financial statemaeants is overstated by R8 190 248
(2022: Y 308 782) and consumablea is understated by RE 306 732.

Durlng 2022, | was unable to obtain sufficient appropriate audit avidence for the loss on
dizsposal of assets and liabllities and to confirm the loss by alternative means. Consequently, |
was unable to detarmine whethear any adjustment was nacessary to the loss on disposals of
assets and lisbilities stated nt RS 684 817 in the atatement of finencial performance. My audit
opinion on the financial statements for the year ended 30 Juna 2022 was modified
accardingly. My opinion on the currant year financial statements was atso modified because of
the possible effect of this matter on the comparability of the: loss on disposal of assats and
liabllitles for the current peariod.

Fhe municipalily did not account for general expenditure in nccordance with GRAP 1,
Presentation of finencial statemants. This was due to general expenditure, being incorrectly
ciassified and occurrence of expenditure that could not be confirmed. Consequently, genaral
mxpenditure in note 34 was overstated by RS 390 080. Additionally. there was an impact on
the deficit for the year and accumuiated surplus.

ME



19. 1 am indapendent of the municipality in accordance with the Internationa! Ethics Standards
Board for Accountants' /ntarnational code of ie ror p i £. ts (inciuding
Internatiornral =21 os) (|ESBA cade) as well s cther athical requirermants
that are relevant ta my audit in South Africa. | have fulfiled my other ethical respansibilities in
accordance with these requirements snd the IESBA code.

2Z0. | believe that the audit evidence | have obtalned is sufficilent and appropriate to provide &
basis for my guallfied opinion.

Material unceaertainty relating to goling concern

21 1 draw attention to the mattar below, My opinlon s not modified In respect of this matter.

22. As disclosuras in nota 56, the municipality reported a deficit of R7 038 839 and that the
mun ‘s total its by RS8O0 741 161. In addition, creditors were not
paid within 30 days and the municipality owed Eskom R319 847 018 (2022: R268 211 B55)
and the Leesuwater, and Bloemwater water hoards a total of R3 725 496 (2022: R2 204 007),
as At 30 June 2023. Tha municipality's unspent conditional grants for the year amounted to
R35 208 982, Increasing tha limbility of the municipality further as these funds were not cash
backead. These events or condlitians, along with ather matters as sot forth in note 58, indicate
that & material uncertainty exjsts that may cast significant doubt an the municipality's ability to
continue as o going concern.

Emphasis of mattars

23. | draw attention to the matters balow. My opinion is not modified in respect of these maters.

24. As disclosed in note 47 to the financial statermants. the municipality incurrad irregular
expanditure of R5 021 275 (2022: RS 330 0D2) dua to contravention af the supply chain
management (SCM) raquirements.

25. As disclosad in note 46 to the financlal statsments, the municipality incurred unauthorised
expenditure of R35 206 962 (2022: R125 285 065) dua to the grants not spent for their
inteanded purpose.

26. As disclosead in note 46 to thea financial statements, fruitless and wasteful eaxpsnditure of
R17 082 738 (2022: R9 490 035) was incurred due to interest charged on late payments to
suppliars.

R7. Wilh reference to note 43 to the financlal statements, the municipality | the defendant in
various claims against the mur 11 . The mur y i3 oppP ng thease claims. The

15, The municipality did not account for commitments in accardance with GRAP 17, Property,
plant and equipment. Commitments relating to ongoing projects were not includad in the
commitment register and differences ware identified betwaan the commitment register and
supporting information. Coensequently, commitments dizclosed In note 42 to the financial
statements was understated by R18 604 344 (2022: R10 741 510 overstated).

18, Total expenditure was materially misstated by R4 267 138 (2022 R7 821 502) due to the
cumulative effect of individually immaterial uncorrectad misstatements in the fallawing iteams:
« Bulk purchases, stated at RS8 116 338 in note 33, was overstated by R208 808 (2022:
R3 200 594)

« Employea related costs, statad at R117 743 132 in notae 27, was understated by
R2 833 503 (2022: R111 215)

« Remuneration of councitiors, stated at R8 088 430 in note 28, was undearstated by
R1 83s 501

» The corresponding armaunt for general expenditlure stated at R28 827 257 in note 34, was
undarstated by R2 094 322

e The corresponding amount for depreciation and amortisation stated at R38 611 088 in nota
28 was understataed by R1 3068 081

e “The corresponding amount for impairment reversal was under by R1 019 190

= tLosson thed 1 of 1t at R2 194 441 {n the stateament of financial
performance, was overstatad by R193 0S8

17 The corresponding figures for current assetls woere materially misstated by RE& 303 768 dus to
the cumulative effect of individually immaterial uncorrected o nents in the i ing
items:
= Cash and cash equivalents, stated at R676 806 in note 2, was overstatad by R145 487
+ Receivables from non-exchange, stated at R6 248 629 In note 8, was overstated by

R2 811 9209
- I[nventories, stated at R2 S75 451 in note 3, was overstated by R1 801 477
= Vet receivables, stated at R34 026 768 in note 8, was understated by RG34 886

Context for the opinion

18 I conducted my audit in accordance with the international Standards on Auditing (ISAs). My
responsibilities under those standards are furthar described in the auditor-general's
responsibilitias for the audit of the financial statements section of my raport.



19. | am independent of the municipality in accordance with the Intarnational Ethics Standards
Board for Accountants’ /nternational coda of ethics for profassional accountants (including
tntarnational Independonce Standards) (IESBA code) as weall as other athical ragquirements
that are relevant to my audit in South Africa. | have fulfilled my other ethical responsibilities in
accordancea with these reguiremants and the IESBA codea,

| balisve that the audit evidance | have obtainad is sufficient and appropriate ta provide a
basis for my qualified opinion.

20.

Material uncertainty relating to going concern

21. | draw attention ta tha mattar below, My opinion Is not modified in respect of this matter.
As disclosure in note 56, the municlpality reportad a deficit of RY 036 839 and that the

mur pality's total its by RSS0 741 161, \n addition, crediors were not
pald within 30 days and the municipality owad Eskom R319 847 019 (2022: R268 211 855)
and the Lesuwater, and Blocemwater water boards a total af R3 725 4968 (2022: R2 204 007),
as at 30 June 2023, Tha municipality’s unspent conditional grants for the year amounted to
R25 206 962, Incraasing the liabllity of the municipality further as these funds were not cash
backed. These events or condltions, along with other matters as sct forth in note 56, iIndicate
that & material uncertainty exists that may cast significant doubt on the municipatity’s ability to

continue as a golng concarn.

22.

Emphasis of matters

23 | draw attention to the matters below. My opinion is not modified in respact of these matters.

As disclosed in hote 47 to the financlat statemeants, the rmunicipality incurred irregular
expanditure of RS 021 275 (2022: RS 330 002) due to contravantion of the supply chain

managament (SCM) requirements.

As disclosed in note 45 to the financial statements. the ocunicipality incurred unauthorised
expenditure of R35 206 962 (2022: R128 285 O685) dus to the grants not spent for thsair

inteanded puUrpose.

2S.

As disclosad in nota 46 to the financial statements, fruitiess and wasteful expenditura of

26,
R17 082 738 (2022: RY 490 035) was incurred due to intareat charged on late payments to

suppliers,

With reference to note 43 to the financial statemaeants, the municipality is the defendant in

27.
wvarious claims against tha municipality. The municipatity is opposing these claims. Thea

ultimata outcome of these matters could not be determined and no p n for any li v

that may result was made in the financial statements.

As disclosaed in note 48 to the financial staternents, the corrasponding figures for
30 June 2022 were restataed as a result of ecrors In the financial statements of the municipality,

and for the yaar eanded, 30 June 2023,

28.

29. As disclosed In note 33 to the financial statements, electricity distribution losses of
R1S 380 859 (R022: R16 123 395) were incurred by the municipality mainly due to leakages,

burst water pipes and line losaes,

Other matter

AQ. | draw attention to the matter betlaw. My opinion is not modified in respect of this matter,

In terms of section 126(2)(e) of the MFMA, particulars of non-compliance with the MFMA
should be disclosed in the financial statements. This disclosure requirement did not form part
of the audit of the financial statements and, accordingly, | do not express an opinion on it.

31,

Responsibilities of the accounting officer for the financial statements

32. The accounting officer is responsible for the preparation and fair presentation of the financial
statements {n accordance with the GRAP and the requirements of the MFMA and Dore, ard
for such interna! control @s the accounting officer determines is necessary to enable the
preparation of financial staterments that are frae from material misstatement, whather due to
fraud or error

In preparing the financial statements, the accounting officer accaunting is responsible for
mssessing the municipality's ablility 1o continue as a going concern, disclosing, as applicable,
matters relating to going concern and using the going concerr basis of accounting unless the
appropriata governance structure either intends to liquidate the municipality or ta cease
operations, or has no realistic alternative but to do =o.

33.

Auditor-general's responsibilities for the audit of the financial statements

34. My objectives are to obtain reasonable assurance about whether the financial statements as a
whola are free from matarial misstatemeant, whether due to fraud or error, and to issue an
auditor's report that includes my opinton. Reasonahble assurance is & high laevel of assuranco
but is Nnot @ guarantee that an audit conductad in accordance with the I1ISAs will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered materiat if, individuzlly or in aggregate, they could reasonably be axpected to
influence the econamic decisions of users taken on the basis of these financial statements.

ME



385.

A further description of my responsibilities for the audit of the financial staterments is included

in the annexure to this auditor's report.

Introduction and scopa

36.

37,

28,

39.

a0,

41,

azZ.

a3,

44,

In accordanca with the FPublic Audit Act 25 of 2004 (PAA) and the genaral notice issued in
terms thereof, | must audit and report an the usefulness and reliability of the reported
performance mgainst pr mined for the K d kay performance aresn (KPA)
presentad in the annual performance report. The accounting officer s responsible for the
preparation of the annual performance raport.

1 salacted the following KPA prasented in the snnual performance report for the year endad
30 June 2023 for auditing. | selected KPA that measures the municipality’'s parfarmance on its
primary mandated functions and that is of significant national, community or public interasat.

KPA Page Purpose |
numbors
Basic service dalivery mnd KX To dativer hasic municipal sarvice (.e

water, sanitation, slectricity, roads,
waste managamant) as part of tha main
care funcliones of the municipality to their
communitias.

infrastructure devalopment

| evaluated tha reported parformance information for the selected KPA against the criteria
developed from the performance management and reporting framework, as defined In the
general notice. When an annual performance report is prepared using thesa criteria, it
provides useful and reliabla information and insights 10 users on the municipality's planning
and delivery on its mandate and abjectives,

I performad proceduras to test whether:

- the indicators used for planning and reporting on performancea can be linked diractly to the
municipality’'s meandate and the schisvermaent of its planned objectives

- the dicators are weall deflned {0 ensure that thay are easy to understand and can be
applied consistently, as well as varifiable so that | can confirm the methods and processes
to be used for measuring schievemaents

= the targets can be linked directly to the achievement of the indicators and are specific, time
bound and measurable to ensure that it is easy to understand what should be delivered
and by when, the required lavel of performance as well as how performance will be
evaluated

e tha indicators and targets reparted on in the annual performance raport are the same as
those commiittad to in the approved initial or revised planning documents

= the reported performance information is presented in the annual parformance report in the
prescribed manner

= there is adequate supporting evidence for the achievements reportaed and for the measures
taken to improve parfoarmance.

t performed the procadures for the purpose of reporting material findings only: and not to
express an assurance opinion or conclusion.

The material findings on the reported performance infarmation for the selacted KA ara as
follows:

An achievament of 53% provision of water reticulation was reported against a target of 100%
provision of water reticulation. Howaver, some supporting evidence was not provided for
auditing and. whers it was, | identifiad material differences betweaen the actual and reported
achievements. Consequently, the achlevement might be mare or iess than reported and was
not relintle for detaermining whether the target had been achiaved,

An schievement of 138 connections to the maln electricity by Eskom was reported against a
target of O connections o the main elactricity by Eskom. 1 could not determine if the reported
achieveament was correct, as sdequate supporting evidence was not providad for auditing.
Consequantiy, the achiavamant might be morea or lass than reported and was not rellable for
datermining if the target had beoean achisvad,

Basad an audit evidence, the actual achiavemaents for two Indicatars dicd not agrea to the
achiavements reportad. Consagqueantly, the targets were not achisved and the achievement
against the targat were Iowar than reportod.

Actumi

‘Reported
achievement

achlievement

Indicator

Kilometers of roads reshaped | 1km 39.04Kkm Ok

13,48km

St
by 30 June 2023



Other matter

45,

46,

a7,

1 draw atention to the masatter below.

I identified material misstaternants in the annual performance report submitted for auditing.
These material misstatements were in the reported performance information for KPA: basic
servicas and infrastructure development. Management did not correct all of the misstatements
and | reported material findings tn this reagard

The annual performance report includas information on reported achievemants against
planned targats and provides measures taken to improve parformance. This infarmation
should be considarad in the contaxt af the material findings on the reported performance

information.

R

Introduction and scope

a8.

a9,

&50.

S1.

B82.

s53.

S5a,

55,

56.

57.

s58.

59.

[=1a]

(=

52,

s4.

In mccordance with the PAA and tha general natice issued in terms theraof, | must audit and
report on compliance with applicable legislation relating to financial matters, financiat
rmanagement and other related matters. The accounting officer is responsible for the
municipality's compliance with legistation

1 performesd procedures to test compliance with selected requirements in key tegistation in
accordance with the findings engagernent mathodology of the Auditor-General of South Africa
(AGSA). This engagement is Not an aSssurance engagement. Accordingly, | do not express an
assurance opinion or conaiusion.

Through an ed AGSA pr 1 requirements n key legistation for
complimnce testing that are relevant to the financial and performance managemesnt of the
municipality, clear to allow consistent measuremsant and avaluation, while also sufficiently
detallad and readily avallable to report in an understandable manner. The selocted lagislativa
requirements are includad in the sanexure to this auditor's report.

The material findings on comgliance with the selacted legislative requirements, prasented per
compliance theme, are as follows!:

The financial etatements submittad for auditing ware not prepared in all material respects in
accordance with the requiremants of section 122(1) of the MFMA. Material misstatements of
lablities identified by the auditors In the subrmitted financial statemants ware subsequently
correctad and the supporting records were provided subsequently, but the uncorrected
matearia) misstaterments and supporting records that could not be provided resulted in the
financial stetements receiving a qualified audit opinion.

The municipal infrastructure grant was not spent for its Intendad purposas In accordance with
the spplicable grant framewark, as required by section 16(1) of Dora.

The water services infrastructure grant was not spent for its intendad purposas in accordance
with the applicable grant framework, a&s required by section 16(1) of Dara.

The FMG was not spent for its intended purposes. In accordanae with the applicable grant
framework, as requirad by section 18{1) of Dora.

An adequate managerment, accaunting and inforrmation system that accounts for assets was
not In place, as required by section B3(2)(=) of the MFEFMA.

An effective system of interaal contro! for assets (including an asset register) was not in place.
as required by saction 83(2)(c} of the MFMA.

Capital assats that were needed to provide the minimum level af basic munlicipal service ware
sold, transferred or permanently disposed of, in contravention of section 14(1) of the MFMA.

Capital assets were disposed of without the municipet council having, In a meeting open to the
public, dacided on whether the assets were Bl neadead to provide the minimum level of basic
municipal services and considered the fair market vatlue of tha assats and the economic and
community value to be received in exchange for the assets, as requirad by section 14{2)(a)

and 14(2){b) of the MFMA.

Sufficient appropriate audit evidencs could not be obtained that all contracts were awarded in
accordance with the legisiative requirements as the signed contracts were not submitted for
audit.

Some goods and servicas with a transaction value below R200 000 were procured without
obtaining the required price quotations, In contravention af by SCM regulation 17(1)(a) and
(c). Similar non-compliance was reported (0 the prior year,

Some goods and services with a transaction value above R200 000 ware procurad without
inviting compeatitive bids, as required by SCM regulation 19(a). Deviations were approved by
the accounting afficer even though it was not impracticatl to invite competitive bids, in
contravention of SCMV regulation 36(1).

The performance of some contractars or providers was not monitared on a monthly basis, as
requirad by section 118(2)(b) of the MFMA. Simbar non-compliance was reported In the prior
year.

The contract paerfarmance and monitoring measures were not in place to ensure effective
contract management, as required by section 118(2)(<)() of the MFMA

ME



86,

a7,

68,
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70.

71.

T2

74,

75,

76,

7.

7a.

80.

8.

82,

84.

as,

86,

Money owed by the municipality was not always paid within 30 days, as remquired by section
85(2)(e) of the MFMA.

Payments wera made from the municipality’s bank accounts without the approval of the
properly authorised official, as required by section 11(1) of tha MFMA.

Reasonable steps were not taken to ensure that the municipality Implaments and maintains an
aeffective system of expaenditure control, including procedures Tor the appraval, authorisation,
withdrawal and payment of funds, as required by section 85(2){(a) of the MFMA

Ressonable steps weare not taken to prevent irragular expenditure of RE 021 275 (2022:
RS 330 002) disclosed in nota 47 to the annual financial staterhents, &s required by sesction
B2(1)X(d) of the MFMA,. The majarity of tha irregular expenditure was causad by non-
compliance with the SCM raegulations.

Reasonable staps were nat taken to prevent unauthorised expenditure of R35 208 962 (2022;
R121 340 72B), sis disclased in note 45 1o the annual financial statemants, in contravention of
section 82(1)(d) of tha MFMA, The majority of the unauthorised expenditure was causad by
expanditure that was not in accordance with the requirements Dora.

Reasonable steps were not taken te prevant fruitless and wastaful expenditure af

R17 082 738 (2022: R9 490 O36), as disclosad in note 46 to the annual financial statemaents,
in contravention of section 62(1)(d) of the MFMA. The fruitiess and wasteful expenditure was
cauvsed by interest raisad by Eskam, Sars, the DBSA, pension funds and other sarvice
providears for non-payments.

I was unable to obtain sufficient appropriste audit evidence that revenue due to the
municipality was calculated on a monthly basis. as required by section 84(2)(b) of the MFMA.

I was unable to obtain sufficient appropriate audit evidence that accounts for charges for
rmunicipal service charges were prepared on a mornthly basis, as required by section 84(2)(c)
of the MFMA,,

I was unable to obtaln sufficient appropriata audit evidence that interest had baen charged on
all accounts in arears, as required by section &4(2)g) of the MFMA.

An adequate manageaemeant, accounting and information systern that accounts for ravenue and
debtors was not in place. 8s required by section 84(2){e} of the MFMA.

An effective systom of intarnal contral for dabtors and revenue was nat in place, as reguired
by saction 84(2)(f) of the MFMA.

Appropriate systems and procedures to monitorn, measure and avaluate performance of staff
ware not deveioped and adopted, as requirad by saction 67(1)(d) of thae Municipal Systems
Act 32 of 2000 (MSA).

A sanior managear did not sign perftormance agreameant within the prescribed periad. as
required by saction S57(2)(a) of the MSA.

Unauthorized axpenditure incurred by the mu i 1 was not ir i to determine
whether any person was liable for the expenditure, as required by section 32(2){a) of the
MEMA,

irregular expenditure incurred by the rmunicipality were not invaestigated to daetarmine whether
any person was llable for the expenditure, as reguirad by section 3I2(2Z}b) of the MFMA.

Fruitless and wasteful expenditure incurred by the municipalily was not invastigated ta
determine wheather any person was llable for the expenditure, as required by section 32(2)(t»)
of the MIFMA,.

The performance management system and related contrals were not maintained. as they did
not describe how the performeance manitoring. frement, i and reporting processes
should be conducted, as required by municipal ptanning and performance management
regulation 7(1).

The local community was not affarded the opportunity to commaent on the final draft of the
integrated davelopment plan bafore adoption, as required by saction 42 of the MSA and
municipal planning and parformance management regulation 15(3).

The accounting officer is responsibie for the other information inctuded in the annueal report.

The other Information referrad to does not include the finaancial statements, the auditor's report

and the selected KPA presentad in the annual performance report that has been specifically
reportaed on in this auditor's report.

My opinion on the finanoial statermants, the report an the annual performanca report and the
repert on complinnce with lagisiation do not cover the othar infarmation includad n the annual
raport and | do not express an audit opinion or any form of assurance conclusion on it.

My responsibility is to read this other information and, in doing so. considar whather it is
materially inconsistent with the financial statemeants and the selected KPA presented in the
annual performance report or my knowledge obtained in the audit., or otherwisae appears to bo

materially misstated.

t did not receive the other information prior to the date of this auditor's report. VWhen ( do
recelve and read this information, if | conclude that there is & material misstatement therein,
am required to communicate the matter to those charged with governance and request that
the other information be corracted. If the othiar Information is not corrected, | may have to
retract this auditor's report and re-issue an arnended report as appropriate. However, If it is
corrected this will not be necessary.
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87. | considared Internal control relevant 10 my audit of the financial statements, annual
'

performance raport and complisnce with {atation: h . My 11 was not
to express any form of assurance on it

88, The matters reportad below are limited to the significant internal control deficiencies that
resulted in the basis for the qualified opinion. the material findings on the annusal performance
repart and the rmaterial findings on compiiance with legisiation incliuded in thia report.

B89. Ineffective monitoring and supeservision aver financial and performance reporting resuited n
material misstatements in the financial statemeants and the annual peaerformance report. The
internal controls within the municipatity did not improve, as repest findings weare reported in

the current yesar.
50. Slow corrective measures were taken by managemeant to address the drivers of materiat
financial and non-compliance with laws and regulations.
©1. Management did not prioritise the review and monitoring of compliance with tegislation, which

resulted in repeat findings. This was due tao a lack of consequance managemaeant, as officials
were not held accountable for non-compliance to laws and ragulations

2. | draw attention to the foliowing engagemeant conducted. This report did not form part of my
opinion on the financiat statemenis or my findings on the reported performance information or

compliance with legistation.

a3. During Dacember 2020 the municipal information technology infrastructure was compromlised
and the supplier statemants were alterad, resulting in a fraudulent transaction and payment
being made to an unknown third party. A case was openad at the South African Police Service
and the investigation was ongoing at the date of this report.

@,.,MW — 54)/»4-(1,«0«}

Bloemfontein
B30 November 2023

P

COUNCIL RESOLVED: -

1)

2)

3)

4)

5)

6)

7)

That Council take note of the Annual Report including audited Annual Financial
Statements, Report of the Auditor-General for the period ending 30 June 2023.

That Councillors to submit inputs and or comments on the Annual Report within 7
(seven) days to the Municipal Manager after the tabling, upon the receipt of
inputs/representations from Councillors.

The Accounting Officer must monitor the Audit Action Plan to address deficiencies
and internal control weaknesses raised by the AGSA, Councillors, members of the
public and other stakeholders as prescribed by Section 121(3)(g) of the Municipal
Finance Management Act, 56 of 2003 on a weekly basis and submit progress report
to Council quarterly.

That Council refer the Annual Report inclusive of the Audited Financial Statements
and the report of the Auditor General South Africa to the Municipal Public Accounts
Committee for further deliberations.

The Accounting Officer must immediately make public the Annual Report and invite
local community to submit representations as envisaged in terms of the Local
Government: Section 127 (5) of the Municipal Finance Management Act, 56 of 2003.

The Accounting Officer must submit the Annual Report to the Auditor-General, the
Provincial Treasury, Free State Legislature, Free State Department of Cooperative
Governance & Traditional Affairs (FSCOGTA) and Thabo Mofutsanyana District

Municipality within 7 days after the tabling.

That the Municipal Manager take all necessary steps to effectively implement the
audit action plan as contemplated in Section 121(3)(g) of the Municipal Finance

ME
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Management Act, 56 of 2003, weekly clean audit steering committee to be revived as
an instrument to monitor internal control deficiencies identified by the Auditor-

General.

8) The Municipal Public Accounts Committee must compile an Oversight Report within
60 days of tabling this report in terms of Section 129 (a), (b) & (c) of the Municipal
Finance Management Act, 56 of 2003 for approval by Council.

Approved by: -
g

Date: 30/01/2024.

Clir ME'Ncwada
Speaker



