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EXECUTIVE SUMMARY

In terms of the Municipal Finance Management Act (Act No 56 of 2003) and the Municipal Systems Act
(Act No 32 of 2000), each municipality must prepare an Annual Report for each financial year. The
purpose of the Annual Report is to:

A To provide a record of activities of the municipality or municipal entity during the financial
year to which the report relates;

A To povide a report on performance against the budget of the municipality or municipal
entity for that financial year; and

A To promote accountability to the local community for the decision made throughout the year
by the municipality or municipality entity

The 2016/2017 Annual Report was tabled in Council on 31% January 2018..

The final step in the reporting process is for Council to consider the Annual Report in the light of the
findings contained in an Oversight Report. This is in terms of section 129 of the MFMA. The Oversight
Report is compiled by the Municipal Public Accounts Committee (MPAC) as established by Council. The
MPAC represents a separation of powers between the Executive Committee and the Administration and
is aimed at enhancing accountability and good governance.

The Oversight Report is prepared using guidelines prepared by National Treasury as per MFMA Circular
32. The MPAC going forward will make submissions to Council on Oversight policy and procedures,

clarifying roles and responsibilities of all role-players, and determining steps to be followed in the overall
oversight process.

For the purpose of this Oversight report, the MPAC responds to the Annual Report Checklist and
comments and submissions made by the community. It further includes observations and
recommendations of the MPAC to Council.
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BACKGROUND FDINUAL REPORT B1L7

Section 121 of the Local Government: Municipal Finance Management Act 56 of 2003 (MFMA) stipulates
that :-

1. Every municipality and every munidipaentity must for each financial year prepare an annual
report in accordance with this Chapter. The council of a municipality must within nine months
after the end of a financial year deal with the annual report of the municipality and of any
municipalSy G A 1 & dzy RSNJ GKS YdzyAOALI f AGeQa az2tS 2NJ

2. The purpose of an annual repot is

(a) To provide a record of activities of the municipality or municipal entity during the financial
year to which the report relates;

(b) To provide a report on performance against the budget of the municipality or municipal
entity for that financial year; and

(c) To promote accountability to the local community for the decision made throughout the year
by the municipality or municipality entity

3. The annual report of the municipality must include

(&) The annual financial statements of the municipality, and in addition, if section 122 (2)
applies, consolidated annual financial statements, as submitted to the Auditor General
for audit in terms of seath 126 (1);

(b) The Auditor General report in terms of section 126 (3) on those financial statements.

(c) The annual performance report of the municipality prepared by the municipality in terms
of section 46 of the Municipal System Act;

(d) ¢ KS ! dzRA (i 2 NJ répbryirStaiing oR sectidn dfR(b) (bf the Municipal Systems
Act.

Q)¢
N

@'y |48a53aaYSyid oe (GKS YdyAOALItAGE wa | 0D2c

taxes and service charges;

'y FraasSaavySyld o0& GKS YdzyAOALN f A G donancd 002
against the measurable performance objectives referred to in section 17 (3) (b) for
NE@SydzS 02ttt SOiA2y FTNBY SI OK NB@SydzsS azd
approved budget for the relevant financial year;

(g) Particulars of any correctvaction taken or to be taken in response to the issues raised
in the audit reports referred to in paragraphs (b) and (d)

(h) Any explanation that maybe necessary to clarify issues that in connection with the
financial statements;

(i) Any information as determimke by the municipality;

() ' ye NBO2YYSYyRIGA2ya 2F GKS YdzyAOALN f A& Q3
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(k) Any other information as may be prescribed.
4. The annual report of a municipal entity must include
(a) The annual financial statements of the entity as submitted to thdatduGeneral for
audit in terms of section 126 (2) on those financial statements

M ¢KS 1 dzZRAG2NI DSYSNIfQa | dzRAG NBLR2NI Ay
statements;
!y lFaasSaavSyil o (KS SyidaArdeqa @02 dzyi
statements;

'y FaasSaavySyid oe GKS SyidiaideqQa I 002dzyiAy
any measurable performance objectives set in terms the service delivery agreement
or other agreement between the entity and its parent municipality

(e) Particdars of any corrective action taken or to be taken in response to issues raised
in the audit report referred to in paragraph (b);

() Any information as determined by the entity or its parent municipality;

(g) Any recommendations of the audit committee of the ®ntor its parent
municipality; and

hy!' yed 20KSNI AYF2NXIGA2Y & YI& 0SS LINB&ONA

It is against this background that the annual report in respect of the 2016/2017 financial year was
submitted to Council on the 31% January 2018 as per the following process flow :-
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Accordingly, notice was given in terms of section 21 of the Municipal Systems Act, No 32 of 2000 read
with section 127(5) of the Municipal Finance Management Act that the Annual Report was open for
comments and/or inputs by the community and stakeholders by the 27™ February 2017. The Annual
report was placed at all municipal offices, libraries and the municipal website www.newcastle.gov.za.

The only comment received was from the Newcastle Ratepayers Association and was circulated for
responses by management and was considered by the MPAC accordingly.

In terms of section 129 of the Municipal Finance Management Act:-

Oversight reports on Annual Repogts

i) Thecouncil of a municipality must consider the annual report of the municipality and
2F yeé YdzyAOALI f SyidAaide dzyRSNI GKS Ydzyil|C
later than two months from the date on which the annual report was tabled in the
Councily GSN¥Ya&a 2F &aSOGA2Yy mMHTI [FTR2LIG |y 2¢
comments on the annual report, which must include a statement whether the council
C

(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 revision of those components that can be
revised.

FUNCTIONS OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC)

The functions of the MPAC are to:

VvV Undertake a review and analysis of the Annual Report.

V Invite, receive, and consider inputs from Councillors and Portfolio Committees, on the Annual
Report.

V  Consider written comments received on the Annual Report from the public consultation process.

VvV Conduct Public Hearing(s) to allow the local community or any organs of state to make
representations on the Annual Report.

VvV Receive and consider Council’s Audit Committee views and comments on the annual financial

statements and the performance report.
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http://www.newcastle.gov.za/

V  Preparation of the draft Oversight Report, taking into consideration, the views and inputs of the
public, representative(s) of the Auditor-General, organs of state, Council’s Audit Committee and

Councillors.

SUMMARY OF COMMENTS RECEIVED FROM STAKEHOLDERS AND RESPON
THERETO

The MPAC acknowledges the comments from the Newcastle Ratepayer’s Association and notes the
Management responses thereto. Where applicable, it is recommended that Management implement
same as agreed, and formally give feedback to the NRA in response to the representations made.

RESPNSIBLE MPAC COMMENTS al

COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
In the Mayor’s | DPHS - The Department V That is be noted that
statement (page5) and | (HOUSING) agrees that this Section 7 Madadeni is a
in the highlights of the matter was supposed special project and that the
Department of to have been programme is on-going for
Development Planning highlighted in the other areas ;
and Human Settlements, Annual Report for V That the Annual Report be
reference is made to the 16/17 as there are 330 revised to include feedback
registration  of title houses in Section 7 on the programme
deeds for people of Madadeni that will holistically
Section 7 Madadeni with receive title deeds
no indication on how through Enhanced
many households are Extended Discount
involved. This is an Benefit Scheme. The
important matter and EEDBS project at
should have been Madadeni Section 7
highlighted. has been approved. A

total number of 1328

has been approved for

registration and

transfer in the next

financial year.

8| Page Oversight Report 2016/17

SE




agriculture  shows a
decline in production
and employment (page

currently involved in
the process of
reviewing the IDP and

RESPNSIBLE MPAC COMMENTS al

COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
Reference is made to a | DPHS (IDP), The 2 consecutive | V  That the Management
positive audit opinion | BTO, MM years referred to in Response be noted in relation
for two consecutive draft annual report to the AG opinion for the 2
years. (pages 8 & 78) are financial years financial years 2015/16 and
however the latest IDP 2015/16 and 2016/17 2016/17;
on page 342 states very (the vyear of the| V  That the NRA be referred to
clearly that for annual report). In chapter 6 (pg 120), of the
2015/2016 it was a these 2 financial annual report, second
qualified opinion. years, the audit paragraph which contains the

opinions on the audit opinion of the Auditor-
It is interesting to note financial statements General.
that in the audit report were unqualified,
included in the annual which is a positive
report the  Auditor outcome. The latest
General did not specify a year reported on the
specific opinion which IDP on the other side
places doubt on the is 2015/16, which was
statement that for the first year the
2016/2017 it was an municipality received
unqualified opinion. unqualified audit

opinion.

Attention is drawn to

chapter 6 (pg 120), of

the annual report,

second paragraph

which contains the

audit opinion of the

Auditor-General.
It is a pity that in so far | DPHS (IDP) The information used V That it be noted that the
statistics are concerned in the IDP is derived use of Stats 2011 is
the report relies on the from Statistics South outdated and the most
2011 information and Africa  (Stats  SA). recently available Stats
that more recent Please note that the information will be used as
statistics are not only available full part of the IDP Review
available which in all census information is process
probability would have the 2011 Census
given another picture. information. However,

Stats SA undertook a

Community Survey in

2016. It is a sample

survey which is not

comprehensive. They

have now attempted

to present it per ward

and we will during the

first review, present it.
Reference is made that | DPHS (IDP) The municipality is V That is be noted that a

detailed agricultural sector
review will be addressed
through the LED Strategy
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information and this
will also be dealt with

decline in production and

employment ;

RESPNSIBLE MPAC COMMENTS al
COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
20) without giving the that  various line and IDP Review, and that
reasons therefore. function departments Management is to specify
are updating possible reasons for the

that of the department

filled posts in top

in the review. V That it be noted that the

Furthermore the role of the Newcastle

Municipality is Municipality is to facilitate

undertaking its review and create an environment

of LED Strategy which to stimulate economic

will provide a clearer growth;

picture of

performance of

agricultural sector
It would have been | DPHS (IDP), LED The most recent V That the most recent
interesting to  know statistics available statistics available reflect a
what the latest reflect a 37% 37% unemployment rate for
unemployment figures unemployment rate. Newcastle and that this be
are (page 27) The municipality s included in the IDP Review

currently involved in \

the process of

reviewing the IDP and

that  various line

function departments

are updating

information and this

will also be dealt with

in the review.
On page 35 reference is | DPHS (PUBLIC Public participation in V  Management comments
made to the | PARTICIPATION the municipality has are noted, and MPAC
responsibilities of Port | ) intensified through disagree that that public
Folio Community to platforms such as participation is not effective
inter alia ensure public Mayoral Budget Road ;
participation in  the Shows, Speaker V That in line with Ward
development of policy, constituency Committee Policy, all ward
legislation, IDP  and meetings, Ward councillors are encouraged
budget which we believe committee meetings, to convene community
is not happening having ward war rooms, IDP meetings regularly;
regard to the provisions Representative
of the Systems Act. forums etc. The

responsibilities of

ensuring Public

Participation in the

Municipality falls

under the office of the

Speaker not

Community  Services

as indicated
Organograms of the | CORP (HR), Table on Page 39 does V  Comments of
structure (page38) and | MM illustrate vacant and management is noted.
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RESPNSIBLE

MPAC

COMMENTS ar

it is complaint with the
Equity Act.

Act 55 of 1998, to
develop and
implement affirmative
action measures and
report to the Director
General of Labour on

annual basis.
- Council have been
complying and if a

track record is needed

COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
should have indicated management. The
which  positions are comments are
filled. however noted.
We noted the core and | MM (M & E) Powers and Functions for V  Management Comments
non-core functions municipalities are specified in are noted
(page39) but cannot terms of section 156 of the
accept that municipal Constitution as per Schedules 4
roads for example is a and 5. This must be read in
non- core function. conjunction with section 84 of
the Municipal Structures Act,
Demarcation Board capacity
assessments and other
relevant guidelines.
Accordingly, the Schedule 4
(Part B) functions are
considered “Core” functions,
whilst Schedule 5 (Part B)
functions are considered non-
core.
Through the IDP, key priorities
from the community are
identified to align to budget.
Accordingly, a key priority for
the municipality included in the
IDP is the “Upgrading and
expansion of existing
I nf r ast rundertwhicheg
Municipal roads fall under. In
respect of the capital
investment programme  of
Council — the budget allocation
for roads is significant as per
community based needs.
Looking at the | CORPORATE - Newcastle as a V Management Comments
breakdown of | SERVICES ( HR) designated employer are noted.
employees (page42) the is obligated as per V That going forward the
question arises whether Employment  Equity Annual report include

feedback on Employment
Equity compliance.

11| Page
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COMMENTS
RATE PAYERS

FRO

RESPNSIBLE
DEPARTMEN]

MANAGEMENT RESPONS

MPAC COMMENTS

CONSIDERATIONS

all

it can go as far as for
the past four years.

- On these past
consecutive years
Council never received
an order for non-
compliance following
submission of Council
annual reports and
review.

- For the 2016/2017 a
report will be issued
to Council on the 20
March 2018 by
Department of Labour
and COGTA.

- Newcastle
Municipality uses
Provincial
demographics
information supplied
by STATS SA for
economically  active
population as a guide
in determining
underrepresentation
and
overrepresentation in
all occupational
categories.

- The imbalances of the
past can never be
eradicated overnight.
It is an ongoing effort
by Council to ensure
equity is realized and
to provide an
environment that will
accommodate the
disabled and the aged
through proper
infrastructure
development.

- Council just adopted a
five year Employment

Equity Plan (2016-

12| Page
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COMMENTS
RATE PAYERS

FRO

RESPNSIBLE
DEPARTMEN]

MANAGEMENT RESPONS

MPAC COMMENTS

CONSIDERATIONS

all

2021), the plan
recognizes the
barriers in place and
the  strategies to
respond to those
barriers.

- The barriers were
identified by
complying with
section 19.1 of the
Employment  Equity
Act.

- Analysis of the
workforce profile was
done including the
employment policies,
practices, procedures
and the  working
environment.

- The aim was to
identify barriers which
adversely affect
people from
designated groups.

-  The plan will be
reviewed on annual
basis to ensure
compliance and
develop new
strategies if need be
to address under
representation and
over representation
on certain
occupational groups.

- The Employment
Equity Plan aspire
towards 100%

compliance and that
needs an integrated
approach from all
relevant stakeholders.

- The EE Plan suggest
that Strategic
Executive Directors

13| Page
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COMMENTS

RATE PAYERS

FRO

RESPNSIBLE
DEPARTMEN]

MANAGEMENT RESPONS

MPAC COMMENTS
CONSIDERATIONS

all

are responsible for
ensuring Equity.

- Human Resource
Management will
liaise with Monitoring
and Evaluation Unit to
ensure that
performance contract
for 2018/2019 for
strategic Executive
Directors provide for
key performance area
on Equity. This will

ensure that their
performance is
measured on equity
compliance.

- Over and above that
Human Resource
Management through
its Employment
practice policy will
have adverts that are
equity compliant to
radically transform
Council workforce and
will discriminate as
per the Act in order to
be 100 percent
compliant.

10

is accepting

qualifications
experience.

of

The long list of training
interventions (page 45)

the

conclusion that people
are employed who lack

and

CORPORATE
SERVICES (
HR),MM

The Newcastle Municipality
believes in a philosophy that
states that an organization that
does not train its employees on
a continuous basis is a dying
organization. It is from this
premise that training is seen as
an ongoing effort to improve

performance of employees
within an organization. This
should in no way be

misconstrued as meaning that
employees are appointed
without  the  skills and
knowledge — only that these
skills and knowledge needs to
be sharpened and improved on

V That MPAC disagree to the

comment from NRA ;

V Management

Comments

are noted to support the

Skills

development

programme of Council as
highlighted in the Annual

Report.

14| Page
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COMMENTS
RATE PAYERS

FRO

RESPNSIBLE
DEPARTMEN]

MANAGEMENT RESPONS

MPAC COMMENTS
CONSIDERATIONS

all

a continuous basis. The
following benefits of training
and development clearly shows
that it cannot just be regarded
as an expenditure, but is in fact
an investment.

Less errors and
accidents: This benefit
is underwritten by
various legislation
which forces
employers to provide
continuous training in
occupations such as
operators, life savers

and employees
carrying fire arms.
Increased

productivity: There is
a direct correlation
between training and
efficiency and
productivity of
employees.
Employees trained in
new technology,
understand current
technology better
which results in less
wastage of money,
time and resources.
Less supervision:
Training empowers
employees to address
tasks independently. A
trained employee is
familiar with the job
and therefore needs
less supervision.
Talent  Pool: The
Newcastle Municipal
Training Centre
ensures that there is a
talent pool available
assisting  with  the
huge vacancy rate.
Employees are able to
be utilized in other

15| Page
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COMMENTS
RATE PAYERS

FRO

RESPNSIBLE
DEPARTMEN]

MANAGEMENT RESPONS

MPAC COMMENTS af

CONSIDERATIONS

areas than the specific
position they have
been appointed for
ensuring savings on
the staff budget.

- Address employee
weaknesses: Nobody
is perfect and since we
work  with  human
beings, they have
certain  weaknesses
which hinder them
from giving the best

outputs. Training
assist with the
eradication of
weaknesses by
providing relevant
training.

- Optimal use of
resources: Training
not only help

employees to achieve
personal growth but

also provide a
structure  for the
development of

technical skills which
leads to improved use
of resources.

11

who were
functional.

Were ward committees
involved with regard to
the financial dilemma of
the municipality as well
as the community as
provided in legislation?
Reasons for two wards

not

DPHS (PUBLIC
PARTICIPATION

)

- Public participation in
the municipality has
intensified through
platforms such as
Mayoral Budget Road

Shows, Speaker
constituency
meetings, Ward

committee meetings,
ward war rooms, IDP
Representative

forums etc. Ward
committees are
involved including
communities directly.
Some wards used to
have problems

V Management
are noted.

Comments

16| Page
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RESPNSIBLE

MPAC

COMMENTS ar

COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
holding meetings but
of late the ward
committees are
functional.
12 The wellbeing of senior | MM (SPECIAL The nominations for V  Management Comments
citizens is covered | PROGRAMMES) participation in Special are noted.
through special Programme events are V La Gratitude is encouraged
programmes (page 66) done through ward to engage with the relevant
however La Gratitude Councilors. Comments Ward Councillor
who takes care of some are noted for \
400 plus senior citizens engagement with
is excluded from any representatives of La
programme. Gratitude in an effort
Furthermore a request to integrate  with
from La Gratitude that relevant provincial
Council should nominate and national
somebody to serve on programs.
the Board of Control was
not  considered by
Council.
13 How many newsletters | MM( During the 2016/17 V  Management Comments
were distributed and at | COMMUNICATI financial year, two (2) are noted.

what intervals. What not
use local press to keep

citizens informed of
Council activities,
financial matters etc.

(page 70) It appears as if
Council’s insolvency is
with held deliberately
and that financial
performance was rather

fair (page 79) MEANING
?

ONS), BTO, MM

internal  newsletters
were distributed per
quarter with a total of

eight (8) internal
newsletters being
distributed.

The municipality has
an active and updated
website page as well
as social media pages,
i.e  Facebook and
Twitter, to keep
citizens informed of
municipal matter.
The local
attends
meetings which s
where they obtain
information on council
activities, financial
matters etc. to be
communicated to the
citizens.

The Communications
unit also
communicates
municipal activities to
the local press in a

press
EXCO

form of a Press

V  In respect of “Insolvency” —
that the Municipality is not

insolvent.
V MPAC

disagree

that

financial information is not

made
community.

available to the
The AFS, AG

Report and Mayors Speech
(amongst others), are public

documents,
community is
informed on

and the
accordingly
the going

concern of the Municipality.
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RESPNSIBLE

MPAC

COMMENTS ar

COMMENTS FRO| DEPARTMEN| MANAGEMENT RESPONS CONSIDERATIONS
RATE PAYERS
Release/Media
Statement.
14 Noted that employee | BTO The cost of consultant fees V Management  Comments
costs came to 24% of what is referred to as are noted.
operational expenditure “Contracted services”. This V  NRA is referred to Note 36
but consultant fees and makes up 3% of the total of  AFS for further
service provider’'s fees expenditure. Refer to Note 36 breakdown.
are not highlighted. of AFS for further breakdown.
15 Page 95. Reference is | BTO Comment noted, for further V NRA to engage BTO for
made that at the end of clarity if a specific questions further clarity and feedback
2017 adequate cash was are to be raised. NRA can be given to MPAC
available to repay engage BTO. accordingly
conditional grants,
housing  development
fund and to provide for
insurance reserve in
cases of emergency
breakdowns.
16 It is stated (page 96) that | BTO/MM The comment speaks to the V  Management comment is
2018 is going to be a challenge that will make 2018 a noted
very difficult year but difficult year, which is meant to
the community kept in keep community in the loop.
the dark. Other financial reports like
section 71 reports are
publicized with the intention of
shedding some light to the
community on financial affairs
of the municipality.
17 Reference is made | BTO As per AG finding, this related V Management comment is
(pagel27) to blocking to Awards made to providers in noted
the repeated service the service of the state. As the

providers....... Meaning??
? Does this include all
service providers
rendering in actual fact,
municipal services?

municipality does not have
access to the relevant
government database, the
repeated providers as

identified as those in the
service of the state will be
blocked. It should be noted
that expenditure becomes
irregular where the
municipality  knowingly  did
business with employees of
other state institutions. Further
clarity can be discussed with

the NRA if necessary.
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Oversight Report 2016/17




MPAC RESOLUTIONS BASED ON COMMENTS AND CONSIDERANRAOSSBMISSION

That a report on the roll-out of EEDBS be submitted to MPAC via the Portfolio Committee ;

That the report above include an overview of beneficiaries (existing and future) ;

That consideration be given to prioritise allocation for the EEDBS programme for pre-1994 beneficiaries ;
That quarterly reports on the AG Action plan be submitted to MPAC to monitor progress towards Clean
Audit strategies;

That Internal Audit audits progress made on addressing AG findings for consideration by the Audit
Committee ;

That a progress report on the Baseline Study conducted by Technical services be submitted, and the
approach for the study being aligned to STATS SA approach be addressed;

That in so far as funding of agricultural projects is concerned, that through the LED programme — funding
be solicited through relevant funders/sector departments;

That the review of the LED Strategy distinguish between different categories in the agricultural sector, and
identify extensive agricultural projects through available agricultural land

That relevant structures be established to address LED holistically.

That Unemployment issues to be addressed through LED Strategies.

That public participation programmes be enhanced to improve accountability and oversight through the
community.

That External Newsletters be distributed quarterly.
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CHECKLIST FOR CONSIDERATION OF THE ANNUAL REPORT

FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC
AS PER CHECKLI TO BE CONSIDERED| DEPARTMEN CONSIDERATIONS RECOMMENDATIONS
The annual financial Have the requireq Yes Audited Financial BTO 1} As per the Auditor- | None
statement (AFS) for standards been me Statements and Audit General’s report, the
the municipality and, | ¢ refer audit report| Report attached required standards have
if applicable, and report of audit been met and has received
consolidated committee for views an  “UNQUALIFIED “audit
statements (with all | on this? opinion.
entities) as submitted 1} That it be noted that
to the Auditor- controls are being
General implemented to reduce mis-
statements , and that this
continue in our efforts to
obtain a clean audit
The Auditor- Is the audit report | Included in Annual report | OMM (CRO) Yes —included in the Annual | None
General’s reports on | included in the — Chapter 6 Report
the financial annual report as

statement of the
municipality and the
entities

tabled?

If not, when will the
audit report be
tabled?

What are causes of
the delays?

What actions are




FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC
AS PER CHECKLI TO BE CONSIDERED| DEPARTMEN] CONSIDERATIONS RECOMMENDATIONS
being taken to
expedite the report?,
Any explanations Taking into Notes to the Annual BTO Yes — Notes is included and None
that may be consideration the Financial Statements are does give explanations. AG
necessary to clarify audit report and the | from page 45 to 84 of the have expressed that it is
issues in connection | audit committee Annual Financial sufficiently addressed.
with the financial comments, is Statements
statements sufficient
explanation of
financial issues
contained in the
notes to the
statements?
An assessment by the | Has an adequate Included — Chapter 9 BTO Yes- this is adequately
accounting officer on | assessment been covered in Chapter 9.
any matters on included?
municipal taxes and Is there sufficient
services charges, explanation of the
including municipal causes of the
entities arrears and of
Actions to be taken
to remedy the
situation?
Is any other action
required to be
taken?
Particulars of any Taking into account OMM(CRO) a) Material a) Debt management
corrective action the audit report, Included — Chapter 6 impairments — trade strategies being
taken or to be taken | audit opinion and debtors _ as implemented is to
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address the

issues raised in the
audit report?
 Hasa

schedule of

action to be

audit report. Action
plans also  specify
target dates and
responsible officials.

FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC
AS PER CHECKLI TO BE CONSIDERED| DEPARTMENT CONSIDERATIONS RECOMMENDATIONS
in response to issues | the views of the expressed by A(Q be regularly
raised in the audit | audit committee, under Emphasis o monitored.
reports council should Matter. b) That the
consider: Management Action
T Z)C(Jt‘\;\;nagoes It is noted that this is a plan to the AG
challenge not unique to
f[he. report Newcastle, and that relevant repo.rt bedregularly
indicate strategies are being monitored.
serious or implemented to address it,
minor and that this is on-going.
financial
Issues? It is also noted that progress
I towhat is being made in terms of the
extent are implementation of the Debt
f[he same Management strategies and
issues that this is work-in progress.
repeated b) Management Action
from_ plan is included in
previous the Annual Report
Audits? . under Chapter 6, and
1 Is the action is considered to be
proppsed adequate to
considered effectively
to be Address the
adquate to issues raised in the
effectively
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FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC
AS PER CHECKLI TO BE CONSIDERED| DEPARTMENT CONSIDERATIONS RECOMMENDATIONS
taken been
included in
the annual
report, with
appropriate due
dates?
An assessment by the | Has the Included — Chapter 9 BTO a) Thatthe a) Thatan
municipality’s performance ret comprehensive ward investigation be
accounting officer of | the expectations of based conducted to
the municipality’s | council and the . if ds not
performance against | Community? |de‘nt| y.war ®
measurable Have the objectives being billed but for
performance been met? which meters are
objectives for | What explanations installed and
revenue  collection | have been provided services being
from each revenue | for any non rendered
source and for each | achievement? b) Thata progress
vote in the approved | What was the
. report on the meter
budget impact on the ] ]
service delivery and audit be submitted
expenditure c) Thatall revenue
Objectives in the losses be identified
budget? and costed for
Council should submission to MPAC
comment and draw
conclusions on
performance and
Explanations
provided.
An assessment by the | Has the INCLUDED - Annual OMM (M & E) a) Yes — the bulk water a) That funding be
municipal entity’s performance met Performance Report and & TECHNICAL services are being solicited to address
accounting officer of | the expectations of | Annual Report of Uthukela | SERVICES rendered and the the challenge of
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objectives set in
terms of the service
delivery agreements
or other agreement
between the entity
and the municipality

objectives been
met?

What explanations
have been provied
for any non
achievement?
What was the
impact on the
service delivery and
expenditure
objectives in the
budget?

Council should
comment and draw
conclusions on
performance and
explanations
provided.

It is noted however that
additional capital investment
is required to address
challenges with ageing bulk
infrastructure in an effort to
reduce service delivery

interruptions.
b) That it be noted that
the KZN Water Board

proposals may have

an impact on
Newcastle
Municipality

c) That Billing system,
and meter reading
facilities and its
functionality- and

reconciling to bulk

purchases be
investigated
d) That affordable

tariffs in relation to
ring fenced costs and
what is being billed
to consumers be

b)

d)

FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC

AS PER CHECKLI TO BE CONSIDERED| DEPARTMENT CONSIDERATIONS RECOMMENDATIONS
the entity’s council and the Water (Pty) Ltd — (WSA) objectives have been ageing bulk
performance against | community? Appendix 2 and 3 met. infrastructure.
any measurable Have the
performance performance

That a report/
presentation on the
implications of the
KZN Water Board
proposals in relation
to Newcastle
municipality be
submitted to
Council.

That Billing system,
and meter reading
facilities and its
functionality- and
reconciling to bulk
purchases be
investigated

That affordable
tariffs in relation to

ring fenced costs
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determined by the
municipality, the
entity or its parent
municipality

information that has
been included in
regard to the

AFS.

relation to the AFS is the
Mayors Statement,
Municipal Managers
Foreword and the Audit
Committee Report (Also
refer to AG report —
paragraph 32.

No comments were
received from AG to
date, and AG has not
withdrawn the Audit
Report as stipulated
in paragraph 35 of

FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC

AS PER CHECKLI TO BE CONSIDERED| DEPARTMENT CONSIDERATIONS RECOMMENDATIONS

investigated. and what is being
e) Indigent billed to consumers
consumption of 6kl — be investigated.
how is this e) That options in
measured? Not being respect of
measured currently — measuring and
consider options and monitoring the
benchmark against consumption of
other municipalities indigent consumers
(smart meters, water be investigated.
restrictors, flow f) That areporton
regulators etc.). the verification of
f) That it be noted that Indigent consumers
Indigent verification be submitted to
is done annually as MPAC
reported by the
department, but the
verification processes
be further clarified.
Any information as Review any other The other information in BTO a) That it be noted that | None
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FINANCIAL MATTER

CONSIDERATION
AS PER CHECKLI

FINANCIAL REPORTIN
TO BE CONSIDERED

RESPONSIBL
DEPARTMEN

MPAC INPUT/
CONSIDERATIONS

MPAC
RECOMMENDATIONS

The Draft Annual Report
was submitted to AG prior
to tabling in Council on
the 31 January 2017 for
review of other
information, and conclude
that it was in line with
audited information. No
comments were received
from AG to date, and AG
has not withdrawn the
Audit Report as stipulated
in paragraph 35 of the AG
Report

the AG Report

Recommendations of
the audit committee
in relation to the AFS
and the audit report
of the municipality
and its entities

Have the
recommendations o
the audit committee
in regard to the
AFS been
adequately
addressed by the
municipality and/or
the entity?

What actions need
to be takenm terms
of these
recommendations?

Yes, All the audit
committee
recommendations for the
AFS have been addressed
by management before
submission of the AFS to
the AG. This is also
confirmed in the audit
committee report to
Council.

The AFS was adjusted to
correct misstatements
identified by Audit
committee and internal
audit.

AUDIT
COMMITTEE &
CAE

Yes , recommendation of
Audit Committee included in
Chapter 7 of the Annual
Report. Noted that the
recommendation and
management action plan to
AG findings addresses other
issues, to be monitored
through relevant structures
(Management, Audit
Committee, EXCO, Council
and MPAC)

None
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and made to the
municipality

been received and made
Does the audit report
confirm the correctness
of the allocations
received in terms of
DORA and provincial
budgets?

Does the audit report or
the auditcommittee
recommend any action?
Council should comment
and draw conclusions on
information and
explanations provided.

has been received as included in
Appendix 7.1 of the Annual report.
The Schedule formed part of the AFS
as audited by AG. No differences
were noted by AG in the AG Report
relating to Allocation received by
and made to the municipality.

allocations for
the
municipality
has been
received as
included in
Appendix 7.1
of the Annual
report.

No differences
were noted by
AG in the AG
Report relating
to Allocation

received by

FINANCIAL MATTER CONSIDERATION| FINANCIAL REPORTIN| RESPONSIBL MPAC INPUT/ MPAC
AS PER CHECKLI TO BE CONSIDERED| DEPARTMENT CONSIDERATIONS RECOMMENDATIONS
Conclusions on Other issues as raised by
these the AG is covered in the
recommendations Management Action Plan
and the actions to AG findings — to be
required monitored on a regular
should be basis.
incorporated in the
oversight report.
ALLOCATIONS RECEIVH CONSIDERATIONS FINANCIAL REPORTING TO B| RESPONSIBL| MPAC INPUT MPAC
AND MADE CONSIDERED DEPARTMENT /CONSIDERAT RECOMMEND
ONS ATIONS
Allocations received by Have these allocations | All allocations for the municipality BTO Noted that the | None
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received

ERthe information has
been properly disclosed;
ERconditions of
allocations have been
met; and

EREthat any explanations

provided are acceptable.

attached to the grant. See Appendix
F of Conditional Grants on Financial
Statements .

As this was part of the AFS as
audited by AG, No differences were
noted by AG in the AG Report

were utilized
according to
the conditions
as attached to
the grant and
No differences

were noted by

ALLOCATIONS RECEIVE CONSIDERATIONS FINANCIAL REPORTING TO B| RESPONSIBL| MPAC INPUT MPAC
AND MADE CONSIDERED DEPARTMENT /CONSIDERAT RECOMMEND
ONS ATIONS
and made to
the
municipality.
Allocations received and Have these allocations | No allocations were received and BTO Noted that No | None
made to the municipality been received and madg made to the Uthukela Water (Pty) allocations
entity Does the audit repd Ltd were received
confirm the correctness and made to
of the allocations the Uthukela
received Water (Pty) Ltd
in terms of DORA and
provincial budgets?
Does the audit report or
the audit committee
recommend any action?
Council should comment
and draw conclusions on
information and
explanations provided.
Information in relation to Council should be All allocations were utilized BTO Noted that All | None
the use of allocations satisfied thatg according to the conditions as allocations
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implemented
and monitored
regularly.

ALLOCATIONS RECEIVE CONSIDERATIONS FINANCIAL REPORTING TO B| RESPONSIBL| MPAC INPUT MPAC
AND MADE CONSIDERED DEPARTMENT /CONSIDERAT RECOMMEND
ONS ATIONS
The comments of the relating to the use of the allocations AG in the AG
Auditor-General and the | Received Report relating
views of the audit to the use of
committee should be the allocations
used to determine the Received
accuracy and
appropriateness of this
information.
Council should be Yes, kindly refer to note 13 BTO Noted that No a) That
Information in relation to satisfied thatg (Debtors) and Note 20 (Creditors) differences regular
outstanding debtors and BERthe information has from Notes of the Financial were noted by reports
creditors of the municipality | been properly disclosed;| Statement. AG in the AG on the
and entities BERconditions of As this was part of the AFS as Report relating )
allocations have been audited by AG, No differences were to Information |mple.m
met; and noted by AG in the AG Report in relation to entatio
BERthat any explanations | relating to Information in relation to outstanding n of
provided are acceptable.| outstanding debtors and creditors of debtors and Debt
The comments of the the municipality and entities creditors of the manag
Auditor-General and the municipality ement
views of the audit and entities .
committee should be strategl
used to determine the That it be es be
accuracy and noted that submit
Appropriateness of this Debt ted to
information. management Council
strategies
should be
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budgets, SDBIP, Service
Agreements etc., been

included in the report?

report includes
targets as

the year under
review, whilst

ALLOCATIONS RECEIVE CONSIDERATIONS FINANCIAL REPORTING TO B| RESPONSIBL| MPAC INPUT MPAC
AND MADE CONSIDERED DEPARTMENT /CONSIDERAT RECOMMEND
ONS ATIONS
DISCLOSURES IN NOTES CONSIDERATIONS | FINANCIAL REPORTING| RESPONSIBL MPAC INPUT MPAC
AFS BE CONSIDERED DEPARTMENT /CONSIDERATIONS | RECOMMNDATIONS
Council should be Refer to note 29 of the Noted that No None
Information relating to the satisfied thatg Annual Financial BTO differences were noted
benefits paid by ERthe information has Statement. by AG in the AG Report
municipality and entity to been properly disclosed; relating to Information
councillors, directors and ERlconditions of As this was part of the AFS relating to the benefits
officials allocations have been as audited by AG, No paid by municipality and
met; and differences were noted by entity to councillors,
EREthat any explanations | AG in the AG Report directors and officials
provided are acceptable.| relating to Information
The comments of the relating to the benefits
Auditor-General and the | paid by municipality and
views of the audit entity to councillors,
committee should be directors and officials
used to determine the
accuracy and
appropriateness of this
information.
The annual Has the performance V Yes, referto OMM (M & E) V  No targets were a) Thatthe
performance reports of the report been included in Appendix 2 & 3 of set for backlog Annual Report
municipality and entities the annual report? the Annual Report. eradication for in future
Have all the performance V  The Annual water, sanitation include
targets set in the ’ o
Performance and refuse for statistics for

all basic

services as per
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for the financial year?

In terms of key functions
or services, how has eadg
performed? Eg. have
backlogs for water,
sanitation andelectricity
been reduced? What are
the refuse collection
volumes, library usage
statistics etc?

To what extent has
performance achieved
targets set by council?

Is the council satisfied
with the performance
levels achieved?

Is the community
satisfied with
performance? Has a
customer

satisfaction survey been
undertaken and, if so,
how do the results align
with the annual report
contents? What were the
outcomes of public

of the Municipal
Systems Act.

V The performance
assessment
compare
performance
against targets and
actuals over the 2
financial years
2015/16 and
2016/17

V Itis noted that 64%
of targets for basic
services were
achieved, of which
22% where still in
progress and 14%.
No targets were set
for backlog
eradication for
water, sanitation
and refuse for the

DISCLOSURES IN NOTES CONSIDERATIONS | FINANCIAL REPORTING| RESPONSIBL MPAC INPUT MPAC
AFS BE CONSIDERED DEPARTMENT /CONSIDERATIONS | RECOMMNDATIONS
Does the pdormance approved in the the target for the National
evaluation in the annual IDP (Organisational electricity was Treasury
report comparg actual Score-card) by Key not met for the guidelines
performange with targets Performance Area Charlestown, b) Thata
expressed in the budgets ) o
and SDBIP approved as is required in Inkwelo and customer
terms of section 46 Normandien satisfaction

electrification
projects.
Interventions for
corrective action
are specified.
Detailed statistics
relating to
volumes of
refuse collection,
library usage etc.
are not specified.
Underperforman
ce be corrected
and that this be
monitored

A customer
satisfaction
Survey was not
conducted in the
year under
review and this
be considered

considered
going forward
subject to
availability of
resources

c) That the filling
the critical
vacancies (as
budgeted) be
fast tracked ;

d) That the roll
out of
Individual PMS
be fast
tracked;

e) That
Management
Action plan to
address AG
findings be
monitored
regularly
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AFS

DISCLOSURES IN NOTES

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT

/CONSIDERATIONS

MPAC
RECOMMENDATIONS

consultation and public
hearings?

What actions have been
taken and planned to
improve perbrmance?

Is the council satisfied
with actions to improve
performance?

Did the targets set in the
budgets, SDBIP agree
with the targets set in
the performance
contracts of the
municipal manager and
each senior

manager?

Does the report evaluate
the efficierty of
mechanisms applied to
deliver

the performance
outcomes?

Taking into account the
audit report and opinion
and the views of the
audit committee, is
performance considered
to be efficient and
effective?

To what extent have
actions planned for the

previaus year been

year under review,
whilst the target
for electricity was
not met for the
Charlestown,
Inkwelo and
Normandien
electrification
projects.
Interventions for
corrective action
are specified.

V Detailed statistics
relating to volumes
of refuse
collection, library
usage etc. are not
specified.

V Collectively — of all
targets set in the
IDP 63% were
achieved, 24% in
progress and 13%
targets not met.

V A customer
satisfaction Survey
was not conducted
in the year under

\Y,

going forward
High Vacancy
rate impacts
negatively on
performance
Fast track the roll
out of IPMS
Management
Action plan to
address AG
findings be
monitored
regularly
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AFS

DISCLOSURES IN NOTES

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC
RECOMMENDATIONS

carried

over to the financial year
reported upon?

Have any actions planne
in the reported year beer
carried over to the
current or future years? |
SO are any explanations
been provided by the
municipal manager and
are these satisfactory?
MFMA Circular No 32
The Oversight Report
15 March 2006

Page 16 of 17

Council should comment
and draw conclusions on
information and
explanations provided.

review

V Recommendation
on corrective
action have been
specified for
targets “in
Progress”, and
“target not met”.
Recommendations
to improve
performance based
on gaps identified
in the performance
report are also
specified on pages
115 and 116 of the
Annual report

V Action plans to
improve
performance will
be monitored
through relevant
statutory
committees and
controls to be
implemented and
audited.

V Targets in the IDP
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AFS

DISCLOSURES IN NOTES

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC
RECOMMENDATIONS

were cascaded to
the relevant
performance
agreements of top
management. It is
noted however
that only 3
performance
agreements were
in place due to the
high vacancy rate
in top management

V Chapter 5 of the
Annual report
identifies
challenges to
efficiently
implement the
PMS, with
recommendations
to improve
performance

V  The Auditor-
Generals did not
express an opinion
on the
predetermined
objectives of
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AFS

DISCLOSURES IN NOTES

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC
RECOMMENDATIONS

Council, however
material findings in
respect of the
usefulness and
reliability of
performance
information under
Basic services and
infrastructure KPA
were raised. These
relate specifically
to the service
delivery indicators
using STATS SA
information.

V Management
Action plans to
address the
findings related to
performance
information is
place and must be
regularly
monitored.

V  The findings
related to basic
services are
repeated over the
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DISCLOSURES IN NOTES

AFS

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC

RECOMMENDATIONS

2 financial years,
with efforts being
made by
management to
address it.
However, these
were not sufficient
to meet the audit
requirements of
the Auditor-
General in the year
under review.

Audit report on
performance

Have the
recommendations of
internal audit been acted
on during he

financial year?

Have recommendations
by internal audit and/or
the auditorgeneral been
included in action plans
to improve performance
in the following year?

The AG report on the audit
of predetermined
objectives is included in
Chapter 6 of the report.
Recommendations by AG
and Internal Audit as well
as Audit Committee
recommendations as
contained in Appendix 4
are in progress.

The roll out of Individual
Performance Management
System is also in progress
with an IPMS policy being
approved by Council in
October 2017.

OMM (M & E)

V  High Vacancy

rate impacts
negatively on
performance
Fast track the roll
out of IPMS
Management
Action plan to
address AG
findings be
monitored
regularly

a) That the filling
the critical
vacancies (as
budgeted) be
fast tracked ;

b) That the roll
out of
Individual PMS
be fast
tracked;

c) That
Management
Action plan to
address AG
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DISCLOSURES IN NOTES CONSIDERATIONS | FINANCIAL REPORTING| RESPONSIBL MPAC INPUT MPAC
AFS BE CONSIDERED DEPARTMEN /CONSIDERATIONS | RECOMMNDATIONS
Filling of critical positions findings be
are also in progress monitored
regularly
Isthe council satisfied In terms of section 46 of V Noted that the V Noted that the

Performance of municipal
entities and municipal
service providers

with the evaluation and
conclusions of the
municipality?

What other actions are
considered necessary to
be taken by the
accounting officers?

the Municipal Systems Act,

@ A municipality
must prepare for
each fnancial year

a performance
report reflecting
@) the

performance of the
municipality and of

each external
service  provider
during that

financial year.

Accordingly as assessmel
of the Entity is included ir]
Chapter 5 of the Annua
Report .

As the multi-year Business
plan and the Service Level

agreement is still in the

following is not

finalised :-
il multi-year
Business plan

and the Service
Level agreement;
ii] Procurement
Plan for all its
operational
activities;

V that the Disaster
Management
Plan be
monitored more
regularly to
ensure that
services are not
affected

negatively

V that the
conditional asset
assessment in

the form of an
asset register for
the 2016/2017

Vv

Vv

multi-year
Business plan
and the
Service Level
agreement be
finalised ;
That the Entity
is encouraged
to develop
and
implement a
Procurement
Plan for its
operational
activities.
that
Disaster
Management
Plan be
monitored
more regularly
to ensure that
services are
not affected
negatively
that

the

the
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DISCLOSURES IN NOTES CONSIDERATIONS | FINANCIAL REPORTING| RESPONSIBL MPAC INPUT MPAC
AFS BE CONSIDERED DEPARTMEN /CONSIDERATIONS | RECOMMNDATIONS
process of being finalised, financial year be conditional
an SDBIP with operational finalised and that asset

KPI’'s was approved by the
Municipality.

The Entity has also noted
that no Procurement plan
is in place as there is no
capital budget.

Whilst it is reported that
the bulk water loss s
within target, it is noted
with concern that the
Disaster Management Plan
is still in progress at year
end. This may impact
negatively on the ability of
the Entity to mitigate
potential disasters which
may impact on service
delivery.

An Asset Maintenance Plan
indicating asset condition
and maintenance plan of
assets through an Asset
Register is available for the
2015/16 year. However,
the conditional asset

Vv

funding options
be investigated
by the WSA's to
implement an
Asset
management
plan;

That the Master
plan to ensure
Sustainable Bulk
Water Volumes
and Quality
Assurance be
finalised and the
implementation
thereof be
monitored
regularly.

The following
issues remain a
concern, and
would need to be
addressed  with
the Board and
Shareholders:-

Financial
sustainability and
the ability of the

\%

assessment in
the form of an
asset register
for the
2016/2017
financial year
be finalised
and that
funding
options be
investigated
by the WSA's
to implement
an Asset
management
plan;

That the
Master plan to
ensure
Sustainable
Bulk Water
Volumes and
Quality
Assurance be
finalised and
the
implementatio
n thereof be
monitored
regularly.
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DISCLOSURES IN NOTES

AFS

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC

RECOMMENDATIONS

assessment in the form of
an asset register for the
2016/2017 financial year is
in still progress, with a
commitment from the
Entity to forward to WSA's
when complete.

The development of a
Master plan to ensure
Sustainable Bulk Water
Volumes  and Quality
Assurance is also still in
progress. This includes a
feasibility study for the
regional Bulk water scheme
for the Amajuba,
Umzinyathi and Newcastle
areas.

In the absence of a signed
Service Level agreement
and a multi-year business
plan as is required in terms
of the legislation, the
monitoring of the Entity is
limited only to operational
and compliance issues.

The following issues remain

Entity to operate
as a going
concern

Filling of critical

positions (
Managing
Director and

Chief  Financial
Officer)
Impending
transfer of the
function to a new
bulk water
institution

It be noted with
concern that
issues raised in
prior years
remain
unresolved, and
immediate
interventions be
implemented by
Council to ensure
transforming the
Entity to meet
the requirements
of Newcastle

V  The following
issues remain
a concern, and
would need to
be addressed
with the Board
and
Shareholders:-

' Financial
sustainability
and the ability
of the Entity
to operate as

a going
concern

1 Filling of
critical
positions (
Managing

Director and
Chief Financial
Officer)

1 Impending
transfer of the
function to a
new bulk
water
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DISCLOSURES IN NOTES CONSIDERATIONS | FINANCIAL REPORTING| RESPONSIBL MPAC INPUT MPAC
AFS BE CONSIDERED DEPARTMENT /CONSIDERATIONS | RECOMMENDATIONS
a concern, and would need Municipality as a institution
to be addressed with the major V It be noted

Board and Shareholders:-

{ Financial
sustainability and
the ability of the
Entity to operate as
a going concern

T Filling of
positions (
Managing Director

critical

and Chief Financial
Officer)

Impending transfer
of the function to a
new bulk water
institution

shareholder
That the
outstanding
issues be
finalised by no
later than 30
June 2018

That a
report/feedback
be submitted to
the status of
UTW based on
concerns raised
above.

with concern
that issues
raised in prior
years remain
unresolved,
and
immediate
interventions
be
implemented
by Council to
ensure
transforming
the Entity to
meet the
requirements
of Newcastle
Municipality
as a major
shareholder
That the
outstanding
issues be
finalised by no
later than 30
June 2018
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AFS

DISCLOSURES IN NOTES

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT

/CONSIDERATIONS

MPAC

RECOMMENDATIONS

Vv

Thata
report/feedba
ck be
submitted to
the status of
UTW based on
concerns
raised above.

For municipal entities —an
assessment of the entity’s
performance against any
measurable performance
objectives set in terms of
the service delivery
agreement or other
agreement between in
entity and municipality

To what extent were the
objectives and
performance measures @
the

entity aligned to the
overall strategic
objectives of the
municipality and its

IDP?

Is the repat of the
municipal entity
consistent with the
conclusions on
performance evaluation
by the municipality?
What specific actions
should be taken by the
entity and the
municipality

to improve performance?

The SDBIP of the Entity is
included under Appendix 2
& 3 of the Annual Report.

In the absence of a signed
Service Level agreement
and a multi-year business
plan as is required in terms
of the legislation, the
monitoring of the Entity is
limited only to operational
and compliance issues.

As the multi-year Business
plan and the Service Level
agreement is still in the
process of being finalised,
an SDBIP with operational
KPI's was approved by the
Municipality.

An evidence based
assessment was not

OMM (M & E)
& TECHNICAL
SERVICES

That monitoring
mechanisms be
enhanced considering
the recommendations
made above

a)

That the
monitoring
mechanism be
enhanced to
include the
monitoring of
the
recommendati
ons made
above

41| Page

Oversight Report 2016/17




DISCLOSURES IN NOTES

AFS

CONSIDERATIONS

FINANCIAL REPORTING
BE CONSIDERED

RESPONSIBL
DEPARTMENT

MPAC INPUT
/CONSIDERATIONS

MPAC
RECOMMENDATIONS

applied in the assessment
of the External service
provider. Where available,
however, this was
reviewed. In the 2017/18
financial year, the Entity
will be work-shopped to
ensure that an evidence-
based assessment is
implemented on a
quarterly basis.

As reported, all targets in
the SDBIP were met.

Ongoing review of the
Framework to monitor the
entity is required with

relevant institutional
arrangements being
confirmed.
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relating to the municipal

Entities under the sole or
effective control of the
municipality. Information
to be disclosed includes
names and types of
entities, members of the

board, addresses and
contact details for
entities, the purpose of
the

entity, the functions and
services provided, the
type and term of service

level agreements with
the entities.

under its sole control.
The information
required relates to
instances where there is
sole or effective control
of the municipality.

However, Note 7
(Investment in
Associates) discloses the
control of the
municipality (34%) of
UTW. This disclosure is
in terms of the GRAP
standards.

As this was part of the
AFS as audited by AG,
No differences were
noted by AG in the AG
Report relating to the
Relevant information on
municipal entities

GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREIL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S
Relevant information on The municipality should | The municipality does BTO That it be noted None
municipal entities disclose all information | not have any entity that No

differences were
noted by AG in
the AG Report
relating to the
Relevant
information on
municipal entities

What donor funding hag No donor funding was BTO Noted. However, a) That options for
the municipality| received. options for soliciting donor
The use of any donor received? soliciting donor funding be
funding support Have the purposes an funding be pursued for some
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GENERAL INFORMATICO CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB| MPAC INPUT MPAC
TO BE CONSIDEREL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S
the management pursued for some of the
agreements  for  the of the programmes of
funding programmes of the municipality
been properly agree the municipality
upon?
Have the funds been usg
in  accorénce  with
agreements?

Have the objectives beg
achieved?

Has the use of funds beg¢
effective in improving
services to the
community?

What actions need to b
taken to improve
utilisation of the funds?

Agreement, contracts and
projects under Private -
Public-Partnerships

Information similar to the
details of  municipal
entities should be
provided.

Council should ensure
that all details have been
supplied.

None

BTO

Noted

None

Service delivery
performance on key service
provided

This may be a high level
summary, in addition to
detailed information on
performance, which sets
out overall performance
under the strategic

objectives of the

This is included in
Volume 2 and Appendix
2 of the Annual Report.
Departments have
highlighted
achievements against
service delivery,

ALL
DEPARTMENTS

That it be noted
that All strategic
challenges were
referred to the 4™
Generation IDP
process for review
and development

a) That the strategic

challenges
include in the 4t
generation IDP
be monitored
through the
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GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREIL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S

municipality. challenges and of strategies to be performance

Overall results on the | interventions implemented management

strategic functions and | implemented during the accordingly. system of the

services should be year under review. T

. municipality

summarised.

This should cover all | All strategic challenges

services whether | were referred to the 4"

provided by the | Generation IDP process

municipality, for review and

MFMA Circular No 32 development of

The Oversight Report strategies to be

15 March 2006 implemented

Page 17 of 17 accordingly.

entities or  external

mechanisms.

Council may draw

conclusions on the

overall performance of

the

municipality.

This information may be

found in an executive

summary section of the

annual report and or in

statistical tables.
Information technology and | Details of significant IT | This is Included under OMM( IT) Noted a) That a further
systems purchases and the | activities should be | Chapter 3 of the Annual However, report be
effectiveness of these outlined indicating the report. concerns on the submitted on the
systems in the delivery of Effectiveness of the IT effectiveness of effectiveness of
services and for ensuring projects and the quality | It is noted that the the Phoenix
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GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREIL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S
compliance with statutory of IT services. implementation of the system be noted. the Phoenix
obligations Council should consider | Customer Services A further report system -

how effectively the IT
services support and
facilitate performance of
the  municipality and
whether value for money
has been obtained.
Details of any future IT
proposals should be
summarised.

Council should comment
and draw conclusions on
the information

provided.

Portal was finalised in
the year under review.
The municipal website
was also been given a
face lift.

Corporate
Communications and
the use of IT to enhance
this was deemed
successful with the
Communications section
being placed under the
IT function.

For the internal
stakeholders, the unit
has redesigned the
internal newsletter (The
Informer) to give it a
more modern look-and-
feel (for uniformity) and
to cover news that
affect or impact internal
stakeholders. The plan
for 2017-2018 is to
design a similar
newsletter for all
external stakeholder
which can either be e-

mailed (preferable in

be submitted on
the effectiveness
of the system
benchmarking
against other
municipalities.

It be noted that
MSCOA
compliance be
highlighted in the
report to be
submitted to
MPAC.

That a report on
the
implementation of
the EDMRS be
submitted to
MPAC, including
challenges
experienced in
implementing the
system.

That ICT
challenges be
reported and
addressed

benchmarking
against other
municipalities.
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addressing infrastructure
backlogs in terms of the
Municipal Infrastructure
Grant (MIG) framework

how these address the
backlogs of services in
the municipality should
be provided.

This  should include
details of types and scale
of backlogs, projected
cost

implications, strategies to
address the backlogs and
plans proposed

and/or approved.

The  summary  here
should cross reference to
the performance reports
in

the annual report and
also will be highlighted in
the coming budgets.
Council should consider
whether the plans
appropriately address the
backlogs and are
consistent  with  the
strategic policy directions
of council

addressing infrastructur
e backlogs in terms of
the Municipal
Infrastructure Grant
(MIG) framework is
included under Chapter
10.

The MIG programme of
Council endeavors to
provide for bulk
infrastructure to
eradicate basic service
delivery backlogs,
amongst others, with
projects prioritised
through the IDP process
of the municipality.
Going forward, the
Annual Report must
highlight against the
allocation how each
project will contribute
to backlog eradication
and how this is
consistent with the

(PMU)

highlight against
the allocation how
each project will
contribute to
backlog
eradication and
how this is
consistent with
the policy
direction of
Council and the
community based
needs.

GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREIL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S
order to save costs) or through relevant
provided in print. structures
A summary of the long- | The Three year capital TECHNICAL That the Annual a) That the Annual
Three year capital plan for term capital plans and | plan for SERVICES report must report must

highlight against
the allocation,
how each project
will contribute to
backlog
eradication, and
how this is
consistent with
the policy
direction of
Council and the
community
based needs.

b) That a service
delivery audit be
conducted re-
prioritise backlog
eradication
strategies of
Council
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report been adopted?

Annual Report was
included in the item to

enhancing public
participation

GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREIL DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S
and needs of the | policy direction of
community. Council and the
community based
needs.
Other considerations
recommended
Timing of reports Was the report tabled if TABLED ON 31 JAN 2018 | OMM (M & E) Noted, going a) That a public
the time prescribed? forward that participation
Has a schedule fd A process forthe consideration be process be
consideration of thg consideration of the given to

considered for
the Annual
Report process

Council as tabled on the processes in
31 January 2018. respect of the going forward
Annual Report
Oversight committee or What mechanisms hav| Yes — Special MPAC OMM (M & E) | That the | a) the Annual must
other mechanism been put in place t¢ meetings are convened Chairperson of | highlight against the
prepare the in line with the process MPAC engage the | allocation how each
oversight report? plan mentioned above. Audit Committee | project will contribute to
Has a schedule for if Chairperson backlog eradication and
completion and tabling during the | how this is consistent
been adopted? oversight with the policy direction
process,( if | of Council and the
necessary) , to | community based needs.
obtain clarity on
key issues that will
add value to the
Oversight process.
Payment of performance Have bonuses been pa None, the performance | OMM (M & E) | That Performance a) That
bonuses to based on adevements| evaluation is pending evaluations be Performance
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approved by council?
Does the performanc
evaluation align ang
reconcile with the
Performance reported in
the annual report? If not
what reasons

have been given for ner
reporting of the basis 0
evaluation in the

annual report?

Are the payments
justified in terms of
performance reported if
the

annual report?
Conclusions and
comments on the
evaluation and payment
of

performance bonuses of
council should be
included in the

That it be noted
that the filling of
vacancies in top
management is in
progress

b)

GENERAL INFORMATIQ CONSIDERATIONS | FINANCIAL REPORTIN RESPONSILB MPAC INPUT MPAC
TO BE CONSIDEREI DEPARTMENT /CONSIDERATIO| RECOMMENDATIONS
S

municipal officials of agreed outputs ang the approval of the finalised, and evaluations  be
after consideration of thg Oversight report and where a finalised, and
annual report by council? adoption of the Annual performance where a
If so has a prope Report. bonus may be formance
evaluation of due, that this be per
performance beer This will be finalised by submitted  for bonus - may  be
undertaken? 30 June 2018. consideration by due, that this be
Was the evaluatior] Council. submitted  for

consideration by
Council.

That it be noted
that the filling of
vacancies in top
management is
in progress
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oversight report.
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CONCLUSIONS ON THE ANNUAL REPORT OF THE MUNICIPALITY

The MPAC acknowledges with appreciation the improvement in the quality of annual reporting made by
the management.

As indicated in the Checklist for Annual Report, the MPAC is also pleased to note that all components of
the Annual Report are included as is required in terms of section 121(3) of the MFMA as follows :-

The annual financial statements of the municipality,
The Auditor General report
Report of the Audit Committee

> > > >

of section 46 of the Municipal System Act;
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A Partiaulars of any corrective action taken or to be taken in response to the issues raised

in the audit reports

A Any explanation that maybe necessary to clarify issues that are in connection with the

financial statements;

The MPAC further acknowledges the steps taken by Management to ensure that the municipality works
towards a clean audit, with an “Unqualified “audit outcome being retained over the 2 financial years. It
is noted however, that some of the findings raised previously have been repeated in the year under
review. In this regard, it is imperative that in order to achieve the clean audit goals of the Municipality
that the Audit Response Action Plan is monitored by all relevant governance structures including the
MPAC on at least a quarterly basis. In this regard, progress reports from management must be a
standing item on the EXCO, Council, and Audit Committee and MPAC agenda.

The Committee also acknowledges the role played by the Audit Committee in so far as its advisory role
in concerned. In this regards, the recommendations made, must be implemented timeously by
management, and monitored by the newly appointment Audit Committee of Council.

It is noted that the entity, UThukela Water (Pty) Ltd has received an unqualified audit opinion for the
year under review. Concerns of the MPAC in respect of the Entity as a going concern, issues highlighted
in its Annual report and the implications of the new KZN Water Board are also expressed in this
Oversight Report, with recommendations that require immediate attention by all relevant stakeholders.

Outstanding debts and the impact on service delivery remain an URGENT intervention of the
municipality. Every effort should be made to monitor the implementation of the debt collection
strategy of Council.

Revenue Enhancement Strategies MUST be developed and together with LED Strategies must be
resourced and regularly to ensure the future financial viability and sustainability of the municipality. In
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this regards, measures to ensure that all departments implement relevant action plans must be
implemented by management.

Newcastle is not immune to the global economic decline, and accordingly the MPAC acknowledges the
efforts of management and the EXCO to curtail costs in the year under review, without compromising on
service delivery standards. Going forward, it is necessary for management and Council to develop
policies and systems to build on our own reserves to ensure an affordable and progressive infrastructure
investment programme. In this regards, innovation funding models and options must be explored.

The filling for critical positions in top management contributes to the challenges on rolling out an
effective and efficient performance management system for the municipality. Council therefore MUST
accelerate the filling critical vacancies, and as this is essential to ensuring administrative stability and
financial discipline within the organization.

It is pleasing to note that the roll out of Individual performance management is imminent as this will
further enhance accountability in the organisation.

CLOSING REMARKS

The Committee wishes to express it sincere appreciation to the Speaker of the Newcastle Municipality,
Councillors, the Mayor, Municipal Manager, the management team, the Auditor General, and COGTA ,
for their support and co-operation in completing this annual report oversight process. It also
acknowledges the role of all role-players and encourage an enhancement to the public participation
processes in so far as the Annual report and oversight process is concerned. In this regard, specific
mention of the efforts of the Newcastle Rate-payers Association to continually make submissions to add
value to the process in acknowledged.

The Committee is grateful for the opportunity to be of service to Newcastle Municipality and its citizens.

RESOLUTIONS AND STATEMENT

Resolved to Recommend:

a) That in terms of section 129 of the Local Government : Municipal Finance Management Act 56
of 2003, that Council having fully considered the Annual Report of the Newcastle Municipality
and the municipal entity — UThukela =~ Water (Pty) Ltd for the 2016/17 Financial Year, and
representations thereon, adopt the Oversight Report for the 2016/17 Financial Year and
approves the annual report without reservations as contained in the comments in the Oversight
Report ;
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b)

d)

e)

f)

That the submissions as received and included as Annexure 2 to the Oversight Report be
acknowledged, and the related management response be noted. Accordingly, management is
required to engage with and communicate the management responses to the Newcastle

Ratepayers Association, and where relevant implement the recommendation made ;

That the Management Response Plan to the Auditor-General Report be a standing item on the

MPAC agenda and progress reports be submitted to MPAC accordingly;

That the recommendations made by the MPAC be implemented and progress reports on the

Oversight reports be submitted to MPAC as per the recommendations above ;

that the MPAC develop an Oversight Policy and Procedure considering the guidelines from

National Treasury and other best practices for approval by Council ;

That the Newcastle Oversight Report 2016/17 be made public in accordance with Section 129(3)

of the Municipal Finance Management Act 56 of 2003.

That the Oversight Report be submitted to the Provincial Legislature in accordance with Section

132(2) of the Municipal Finance Management Act 56 of 2003.
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