=

=5~ MKHAMBATHINI
/ VRSB

s W oy
M handsy waee™

MKHAMBATHINI MUNICIPALITY
OVERSIGHT REPORT
2023/2024

MecRe

Clir M Cele
MPAC Chairperson



Contents

1. INTRODUCTION cccsiiisiininimiincnimesssnisesnieninssssesieaas s set s sars s snss sms e sessussnssas sasss seasasssnassns snsssns sanasonsassons 2
2. OVERSIGHT REPORT ...vcccitiiiemieniimanisnismniss s ias s sas s naseassnaanaseson snsaens o sesesses s sanssanasessassmssassesinassnsas 2
3. ROLES AND RESPONSIBILITIES OF THE OVERSIGHT COMMITTEE .......cocosncssistiniorinmnnmmssnsssrsassesssesaone 3
4. BACKGROUND ..o rectsninsn s ims s s s en s s s en s s 484 4400 R4 80044 a e rems s s ann s smanesnea s peRe s bans 4
5. COMMITTEE MEMBERS.. .o iiinniiisnnninenissniniiis et s s sessssens s sssss e saastsasss sas s sasessans 5
6. FUNCTIONS OF THE OVERSIGHT COMMITTEE ....cooocimsuiscessnssrsnsssseenssassnesessssssssansssnsssnssnessnsassassesessasnsss 6
7. ANNUAL REPORT PROCESS......c.cotuimnmenmnisnmensinsustsssinsesssessessisesssnssessassssssssns sessansssss st sasstsesussesensas sesmnsnss 7
8. PROCESSES OF THE OVERSIGHT REPORT .....ciccimminismmmisssssmssnsnsinsssssnssisnsssisssinismmrsssssenssssmsssssassnsssssenss 8
9. ANNUAL REPORT CHECKLIST ..ucinivticiimiinanmimninnisiniisssenisstonisssmssss s sessssssasses s ssssissnsnsss sessssssssassas 9
10, CONCLUSION ..oocintiiiiininisninsnisnisninisessistansasssssassns st sams s sess sas sesssssmsasssssssms et sassesssss seranssmsessesassasantnsmnntns 20
10, RESOLVED ..cvuiiiiieiinsmsieeiieiienninimiansssessinssasas s ansseses smsa s ises s tentshs st smes st nasss sess san s snssass asaesne st sas sassmsasasassensn 21

1[Page



1. INTRODUCTION

The Municipal Finance Management Act (MFMA) assigns specific oversight responsibllities to Council
with regards to the Annual Report and the preparation of an Oversight Report.

1.1. Section 129(1) of the Municipal Finance Management Act, Act 56 of 2003 requires the Council of a
municipality to consider the Annual Report by not later than two months after the annual report was
tabled in Council.

1.2. Given the processes required by Councll to effectively undertake its oversight role, the
establishment of MPAC of Councll would provide the appropriate mechanism in which Council could
fulfill its oversight responsibilities.

1.3. The MPAC’s primary role will be to consider the Annual Report, receive input from the various role
players and to prepare a draft Oversight Report for consideration by Council.

2. OVERSIGHT REPORT

The Oversight Committee’s primary role will be to consider the Annual Report, receive input from the
varlous role players and to prepare a draft Oversight Report for consideration by Council.

The purpose of this report is to present to Councll for adoption, the final Annual Report 2023/2024 as
well as the Oversight Report on the Annual Report as required in terms of Section 129 of the MFMA.

The Annual Report reflects the Municipality’s financial and non-financial performance. The Municipal
Public Accounts Committee (MPAC) was appointed by the Council and their primary function is to
analyse the annual report and make recommendations on the Municipality’s performance.

A key element of the Oversight Process Is public participation and public involvement. Coples of the
Draft 2023/2024 Annual Report were made avallable for inspection at the municipal offices, and library,
Isolezwe newspaper and the municipal website.

The adoption of the annual report is a legislative requirement in terms of the Local Government:
Municipal Finance Management Act (MFMA), 2003 (Act 56 of 2003).
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3. ROLES AND RESPONSIBILITIES OF THE OVERSIGHT COMMITTEE

3.1 Members

The Oversight Committee Is a committee of Council established under section 79 of the Municipal
Structures Act, 1998.

Mkhambathini Municlpality Council resolved that the Municipal Public Accounts Committee (MPAC) in
line with the guideline. Section 79 allows for the co-option of advisory members to a Committee of
Council, who are not members of the Council.

Due to the separation of roles and responsibllities, between Council and the Executlve {(Mayor and
Executive Committee) It Is not appropriate that members of the Executive Committee be members of
the Oversight Committee.

3.2 Authority & Power

The Overslght Committee is delegated with the responsibility to conduct meetings and to hold public
hearings, if necessary to recelve and hear public submissions on the Annual Report, on behalf of
Council. Timely notice of all meetings is provided, and all meetings held by the Oversight Committee is
open to the public and minutes of the meetings recorded and submitted to Councll meetings.

3.3 Meeting Schedule

The Annual Report submitted to Councll at its meeting held on 25 January 2024, was referred to the
Oversight Committee subject to a few minor enhancements to the Report. The community was advised
through the website of the avallability of the 2023/2024 Annual Report and was Invited to submit
representations on the report before 01 March 2024 as part of the public engagement process.
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4. BACKGROUND

The oversight role of Council Is an important component of the financial reforms, and it is achleved
through the separation of roles and responsibilities between Council, the Executive (Mayor and
Executive Committee) and Administration. Good governance, effective accountability and oversight can
only be achleved if there Is a clear distinction between the functions performed by the different role
players.

Non-executive Councillors are required to maintain oversight on the performance of specific
responsibilities and delegated powers that they have given to the Executive (Mayor/Executive
Committee). In other words, in exchange for the powers in which Council have delegated to the
Executive, Council retains a monitoring and oversight role ensuring that there Is accountabllity for the
performance or nonperformance of the municipality.

The Municipat Finance Management Act, No.56 of 2003 (MFMA) vests in Counclt specific powers of
approval and oversight.

s Approval of budgets.
e Approval of Budget related Policies; and
e Review of the Annual Report and adoption of the Oversight Report
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6. FUNCTIONS OF THE OVERSIGHT COMMITTEE

The functions of the Oversight Committee are to:

Undertake a review and analysis of the Annual Report.

" Invite, recelve, and consider Inputs from Counciilors and Portfolio Committees, on the Annual
Report.

" Consider written comments received on the Annuol Report from the public consultation process.

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

" Receive and consider Council’s Audit Committee views and comments on the annual financlal
statements and the performance report.
Prepare 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.
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7. ANNUAL REPORT PROCESS

The requirements for an annual report are contained in the Municipal Systems Act (MSA) Section 46
and the Municipal Finance Management Act {MFMA) Section 121. in addition, Circular 11 issued by
National Treasury and the Annual Report Customized Template and Guidelines provided by the
Provinclal Department of Local Government and Traditional Affairs provide guidance to municipalities
on compliance with the above legislation.

A municlpal annual report includes the following key elements:

- Annual performance report, comparing the year's performance with the performance objectives
established in the IDP, Budget and Service Delivery and Budget Implementation Plans (SDBIPs)

- Annual financial statements (AFS), Auditor-General’s (AG) Audit Report on the AFS and management’s
responses to address the AG’s audit findings.

- -The MFMA directs the annual report to be completed and tabled in Council by 30 January for the
financial year ended 30 June .

Council must then review the annual repert and adopt an oversight report containing its comments
within 60 days. MFMA Section 129 (1) and National Treasury’s Circular 32 direct and guide the oversight
process and the preparation of the oversight report.

Circular 32 recommends that the Councll establish an Oversight Committee to prepare the oversight
report, in order to provide all Councilors with a better oversight over the municlpal performance.

The Draft 2023/2024 Annual Report was tabled in Council on 25 January 2024 and was placed at the
reception and library as well as published in the local newspaper and placed on the municipality
website for public comments.

The Council Is responsible for the preparation of the Annual Financial Statement for each

financial year which fairly presents the situation of Council. The 2023/2024 Annual

Financial Statements of Councit were prepared in accordance with Generally Recognized
Accounting Practice {(GRAP) prescribed in terms of section 126(1)/ 126(2) of the Municipal Finance
Management Act (MFMA).

The 2023/2024 Annual Report Is available on the Mkhambathini Municipality website. The draft Annual
Report was submitted to the Auditor-General in February 2024, Again, the Final Annual Report
2023/2024 will be submitted to the Auditor General after approval by the council on 30 March 2024 as
well as to the National and Provincial Treasury and the Department of Cooperative Governance and
Traditional Affairs (COGTA).

It must be noted that no comments were recelved from the public.
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8. PROCESSES OF THE OVERSIGHT REPORT

Tabling of Draft Annual Report te Council
January 2024

it

Publish for public comments

iy

MPAC convened to consider the
Annual Report and the Public
comments and compiled an
oversight report

I

Tabling of Annual Report to Counclt
March 2024

I

MPAC adopted the oversight report
with consideration to the Annual
Report and public comments.
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10. CONCLUSION

The Oversight Committee commends Council, the Management, and staff at Mkhambathini

Municipality on the strides made towards good governance.

10.1 The Unqualified Audit Report for Mkhambathini Municipality for the 2023/2024 annual financial

statements received from the Office of the Auditor General, be noted with appreciation.

10.2 The MPAC commends the Council, the management, and staff of Mkhambathini Munieipality on

maintaining its record of good governance and once agaln achieving an unqualified audit report.

10.3 An Audit Action Plan be drafted to assist responding to matters raised in the Management Report

and audit report, and to work towards a clean audit in the next financial year.

Having performed the following tasks:

Reviewed and analyzed of the Annual Report.
Invited, received, and considered input from Councilors and Portfolio Committees, on the Annual
Report;

v Done Public Announcements to allow the local community or any organs of state to make
representations on the Annual Report,

¥ Prepared the draft Oversight Report, taking Into consideration, the representatives of the Auditor-

General, organs of state and Councilors.



11.RESOLVED

The Oversight Committee has pleasure in presenting the Oversight Report to Council to consider the

following resolutions:

RESOLVED TO RECOMMEND

" That the oversight comrnittee resolve to recommend to council to adopt the Annual Report with the
amendments and without reservations.

" That the oversight report and the Annual Report be forwarded to the Provincial Legislature, the
Provincial Department of Co-operative Governance and Traditional Affairs and the Provincial
Treasury.

»  That the Annual Report be posted on the webslte within seven days of the adoption.

" That the notice be published in the local media indicating that the Annual Report has been adopted,
and

» That copies of the minutes of the Oversight Committee and Councll dealing with the Annual Report

be submitted to the Auditor-General, Provinclol Treasury and the Department of Co-operative
Governance and Traditional Affairs.

21|Page



