o Endumeni YN unicipality
| Audit Committee

MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON FRIDAY, 26 MARCH 2010 AT
- 10h00 IN THE MAIN COMMITTEE ROOM, CIVIC CENTRE, DUNDEE 3000
00000
&

PRESENT: Mr N Rajkumar, The Chairman

5 Mr V Mseleku, Member
- Mr L Steenkamp, Member
Mr BD Cebekhulu, The Municipal Manager
Mr | Grisdale, Chief Financial Officer
Mr Ryaan Lahldas, Gobodo Inc. - only asked to join at 10h50

-

- 00000

1 OPENING

Mr N Rajkumar, the Chairman welcomed everyone.

- 2.  APOLOGIES
Mr JB Maltman, Manager Technical Services and Mr S Perumall, Manager corporate
Services.

3. ITEMS TABLED -
MINUTES OF MEETING OF AUDIT COMMITTEE HELD 25 MARCH 2010

1. YEARLY REPORTING PLAN

it be noted that the Audit Committee Members require a copy of the MFMA Yearly
'_ Reporting Plan. The Audit Committee also requires Management to keep them
' informed of reports submitted. If reports are submitted late, then explanations

k are to be submitted to the Municipal Manager and the Audit Committee of
reasons for late submission.

- Mr Cebekhulu added that all municipalities are required to submit a Turnaround
L Strategy by no iater than 15 April 2010. Discussions have taken place with

i Council and a further workshop in this regard is set to take place on Monday,

- 29 March 2010. One of the items to be addressed in the Turnaround Strategy is

that of the Delegation of Powers. Once determined, this will ensure that each and
every person in the municipality will have in writing what is expected from

him/her.

Mr Cebekhulu will request Mr Maltman to email the strategy to the Audit
Committee Members.




2. INDIVIDUAL MEETING WITH SECTION 57 MANAGERS

‘ Audit Committee requests that meetings be arranged with the Section 57
Managers, individually. This will enable the audit committee to assess the
- internal control and effectiveness of each department. Management to provide

suitable dates for meetings to take place.
- 3. PERFORMANCE MANAGEMENT

i Performance Management Assessment done by Gobodo only started in 2010.
- Report regarding Performance Management handed to committee members at
meeting to be studied. Noted that this report includes Management Comments.

X 4. ELECTRICITY TARIFF INCREASE

& Concemn raised ~re- possible deficit due to the electricity tariff increase. Mr

e Grisdale informed the committee that numerous emails have been sent to obtain
clarity regarding the implementation date, will it be 1 April 2010 or 1 July 2010.
The problem lies in that the municipality’s financial year differs from Eskom’s.

Mr Grisdale further reported that although the municipality will show a greater
deficit at the end of the year, we will not be bankrupt. There are funds available.

e

If the implementation date is 1 April 2010, thetmunicipality will not be able to
increase its tariffs until 1 July 2010, uniess the Finance Minister gazettes the
iﬁ change and thereby authorises municipalities to implement a higher tariff, earlier.
5. INTERNAL AUDITORS
- Audit Committee Requires quarterly reports instead of half yearly reports - to be
’ addressed with Ryaan from Gobodo.
- 8. AUDIT FINDINGS

Mr Grisdale reported that to date 6 written queries were received. All were

? addressed, the last one was received from Mr Maltman during last night.
Supporting documents for the findings with which management does not agree
will be attached and submitted to the Auditor General and Audit Committee

Members.

Mr Grisdale further reported that he spent time with the Auditor General's staff
yesterday and from Endumeni’s side there is no hold ups. Answers are given as

the questions are received.

7. FINANCIAL STATEMENTS 2009/2010

Mr Rajkumar emphasised that Endumeni must be prepared this year 10 ensure
that Financial Statements are submitted timeously. Confirmation given that
action plan to be implemented is as follows. The MFMA states in terms of Section

32(1) that:

“Procurement of goods and services under contracts secured by other organs of
state
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32 (1) A supply chain management policy may allow the accounting officer to
procure goods or services for the municipality or municipal entity
under a contract secured by another organ of state, but only if -

(a) The contract has been secured by that other organ of state by
means of a competitive bidding process applicable to that organ of

state;
(b) The municipality or entity has no reason to believe that such

contract was not validly procured;
(c) There are demonstrable discounts or benefits for the municipality

or entity to do so; and
(d) That other organ of state and the provider have consented to such

procurement in writing
(2)  Subregulation (1)(c) and (d) do not apply if ~

(a) A municipal entity procures goods or services through a contract
secured by its parent municipality; or

(b) A municipality procures goods or services through a contract
secured by a municipal entity of which it is the parent

municipality.”

As KwaDakuza Municipality went out on a tender for the conversion to GRAP and
compilation of Annual Financial Statements for a 3 year period, and awarded it
to PriceWaterHouseCoopers, Endumeni Municipality can now also appoint
PriceWaterHouseCoopers to perform the same task at our municipality.
Appointment in this regard will be done. Mr Grisdale further reported that it is
expected to have balances ready by end July 2010 to enable PWC to start their
preparation and complete Annual Financial Statements on time, by end August

2010.

Progress to be monitored, regular updates and feedback to be given by Chief
Financial Officer to Audit Committee and Municipal Manager.

Mr Cebekhulu want it noted that this decision must be ratified by Council.

Mr Grisdale also added that as part of the PWC tender to Kwadakuza, that will
therefore also form part of our contract with them, is a 2 day training workshop
for staff members and audit committee members, should the latter wish to

attend.

. TRAINING AUDIT COMMITTEE

Mr Cebekhulu noted that arrangements are to be made with the relevant organs
of state that offers training to Audit Committee Members. Itis of the utmost
importance that management puts measures in place to ensure that the Audit
Committee functions effectively.

Mr Mseleku added that councillors must also be informed of the duties and

responsibilities of the Audit Committee.
Ryaan Lahidas from Gobodo Inc. was at this stage asked to Join the meeting.

NEW MATTERS



- 1. REPORTING

Mr Lahldas was informed that the Audit Committee would prefer quarterly reports
- in stead of half yearly ones. He replied that usually only progress reports are
done and then half yearly reports as the function is not in house, but if requested

reporting can be done more frequently.

Mr Rajkumar wanted to know if assessment was done on training to eliminate

any future occurrence of staff not being trained to do their work. Mr Lahidas

- confirmed that, that was not part of the audit plan.

The compiled audit plan that was handed to members at the meeting was

- compiled in conjunction with the Risk Assessment Report that was compiled by
KZN Treasury. Areas to be assessed was allocated in 3 years according to degree

of risk, i.e. high risk areas in first year, medium in second and low in third. Mr

h Lahldas also mentioned that the 27 and 3™ years assessments are not cast in
stone and adjustments can be made. »

“ - Audit Committee to assess audit plan submitted and provide comments /

' recommendations to management who will in turn notify Gobodo Inc.

Surina to ensure that all members receive copy of Risk Assessment done by KZN
Treasury.

? Turnaround time on reports:
- Mr Lahidas mentioned that they try and issue the report as soon as possible after

concluding their visit. Visit 1 for 2010 to be issued by 1 April 2010. Comments
from various departments to be obtained by 14 April 2010. To be forwarded to
™ Audit Committee for assessment by no later than 22 April 2010.

Dates for submission of reports etc to be determined once Audit Committeé
» Members have assessed the audit plan properly.

In future, should comments not be received by Gobodo from management
timeously, the Municipal Manager and Audit Committee must be informed.

2. PROGRAM OF MEETINGS

At least 4 Audit Committee meetings to be held during 1 year. Mr Rajkumar
requests meetings to be held monthly. Auditor General to be invited to meetings

every quarter.

Mr Rajkumar to inform Surina of suitable date to enable the Agenda to be drafted
and sent out at least 7 days before the meeting is scheduled.

Mr Lalhdas mentioned that the Agenda’s must be set out in terms of Section 166
of the MFMA. Template to be forwarded to Surina.

3. PERFORMANCE AUDITING

To be done quarterly. Next audit scheduled in April for quarter ended March
2010. Mr Lahidas to sent email to Mr Maltman requesting date.




4. MUNICIPAL ASSET AUDITING

Part of audit plan for 2009/2040. Mr Lahidas confirmed that it was not done
earlier as BAUD was still busy finalising and balancing asset register. It will be
- done before the end of the year. )

5. JOINT MEETINGS

Audit Committee and Gobodo to determine a date & time for meeting to discuss
, Visit 1 of 2010 as soon as the Audit Committee has had a look at it after
- 22 Aprii 2010. (as determined in number 4.1)

6. ANNUAL FINANCIAL STATEMENTS 2009/2010

As mentioned earlier, PriceWaterHouseCoopers will be contracted to assist with
the compiling of the new financial statements.

7. GOBODO INCORPORATED: INTERNAL AUDIT CHARTER ~ AUDIT COMMITTEE
CHARTER ~ INTERNAL AUDIT PLAN - PERFORMANCE MANAGEMENT REPORT

- Audit Committee Charter and Internal Audit Charter accepted and signed off by
Mr Rajkumar, Chairperson of the Audit Committee.

- Internal Audit Pian to be assessed and item to be noted on agenda for next
meeting.

- Agreed that PWC will be assigned the task of identifying staff members that are
not fully trained to perform the task at hand and suggest / advise of training to be
done. Will form part of engagement with PWC.

Performance Management Systems Review for Quarter 1 and 2 submitted and
passed.

7. CLOSURE

There being no further matters to discuss, the meeting was adjourned at 11h35.

/./

010 E-T1 o =T £-To T L S o O




i

EXTRACTS OF MINUTES OF MEETING - AUDIT COMMITTEE HELD ON 25/03/2010

PRESENT : MrN.U Rajkumar - Chairperson
: Mr L. Steenkamp - Member
: Mr V. Mseleku - Member

1) Yearly report plan including submission dates - required

- MM/ CFO to report back, to Audit Committee once reports have been submitted.
- If submission late - explanations required.

2) Meeting of Audit Committee and S57 managers must be arranged.
- Meeting to be held separately with each department.

3) Performance management
- Performance appraisals and reports from internal Auditors required.

4) Electricity tariff increase
- Have we budgeted for the deficit due to the electricity increse ie 5.8 million,

5) Internal Auditors

.~ Quarterly reports instead of half yearly reports required.

- Reports from 01/07/2009 - outstanding,

6) Audit Findings - 16/03/2010
- No feed back received
* - CFO promised feedback on 23/03/2010.

~ yaY
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CHAIRPERSON - AUDIT COMMITTEE
26/03/2010 : :




ENDUMENI LOCAL MUNICIPALITY

- arsan: Audit Committee
_| Municipal Manager
_ Chief §Firi'an§iai Officer




Gobodo Incarparated
Reg. No. 1999/001402/21
Registerad Auditors

&
i

2 Flandoers Place
Mounf Edgecombe
Durban, 4301

P.O, Box 1644
Mount Edgecombe, 4301

Td {031) 539 4800

g 22 January 2010
The Municipal Manager

M. DB, Cobekd

% ENDUMEN) LOGAL MUNICIPALITY
PO Box 1865

Dsar-Sir,

% In tarrs. of the Audit Committee fieeting that was held in Januaiy 2010, it was noted that the Annual
internal Augdit Plan Yor the year ending 30 June 2010 that was presented for approval to the Audit
Commiliee and management:be approved at the next Audit Committee meeting o enable the new Audit
Committee mefribers’to:peruse the Audlt Plan. The Performance Management Systems review as-per the
Annual Intemnal:Audit Plan thatwas séhaduled Jor execution in January 2040 was conducted.as planned.

All the matters saised have been discussed. with senlor officials and we wotld Tike fo express our
i appmaﬁontoﬂae#aﬁous members of staff who have assisted:us in: rrying out-ol

oorparate gevernanca pradhces, m assass patenha! rigks within Endumem Local Mummpahtys aperaﬁons
and to:dmplément an approptiate system of intérnal-cantrol to addréss siich fisks. Furthermore, it is the

responsibility of Endumient Local Municlpality management to ensure that there is an effective control
system inplace to prevent and detect fraud.

The q_ttachad report records the result of .our Intarnal Audit findings and possible recommendations on how

the controls-could be:improvéd to overcoma the identified weaknesses. The attached repart has been set
~ outin three sections:

Section A An exacittive summary documenting the mandate, audit objectives, scope of project,
auidit approach, sources of Information, fraud and ifiternal control and risk / threat rating.
|  Sections Execuitive surmary of detafled findings.

Which contains the detalled findinigs, recommindations and management comments.

‘Mahendra Dams, Den Govender, Denas Hansjee, Herman Leagh, Daya Nalcker, Neridira Moadley,
Imre-Negy, Chica Patel, Richard Rhoda, Dongvan Simipson, Moss Sindane, Mike. Tarheyden.

|

-

i Dirgclors: Nonkiluleko Gobado (Execulive Chairman), Sathile Gounden {CEO), Vanani Chauke,
& ' Assoclate Directors; Blil Cinnéimond, ‘Merwyn Foireim, Shaun.Nel, Derék Schreader, Viclor Visser




This report has been prepared for the. sole use. of Endumeni Local Municipality's management. We do riot
accept responsibility to any other party to.whom it:miay be shown of who of their own volition may: decide to
ely on it. it should be-clearly understood by third parties that they enjoy such receipt for information only-and
thatweacceptno-duty of care to-them In respect of this report.

‘If you have-any queries pertaining to the contents of this document, please contact:

‘Mahendra Naicker:

Office:  031.539-4800

Celi 0837991243

‘E-mall. mahendra.naicker@gobodo.co.za

-Ryaan Lahldas:

Office:  031°538.4800

? Gell; 0825639344

b - E-mait: - ryaan.lahidas@gobodo.co.2e

Youts falthfully,

G

|
|
\
I
|
H
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ENDUMENI LOCAL MUNICIPALITY

PERFORMANGE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010
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ENDUM ENI LOCAL MUNICIPALITY

PERFORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

-1, MANDATE

In terms of the AuditCommiitee mesting that:was held In January 2010, it was noted that the Annual internal Audit
Plan for the yaar ending 30 June-2010 that was presented for approval to the Audit Committee and. managemenit
be approved:atihe next Audit Commitiee. mesling io-enable the new Audit Committee:membears to peruse the Audit
Plan. The Parformance Management Systems review as per the.Annial infernal Audit Plan that was scheduled for

- ‘Bxeotllonin Jandary 2090 was condicted as.planned.

2. AUDITDBJECTIVES

Tha primary objaclives of the review were to assess the adequacy and effectiveness of the Pérformance

Sy or the first:and second quarter of the 2009 / 2010 finaricial year at the Endumeni Local

“M“ﬁmawvsvaﬁﬂ:assessWE sthér they are working as intended.

“Business processes;

- {1} ‘Performance Management Systems (PMS)

‘Sub.processes within business processes:

s Review of the PMS policy and implemsntation within the municipality, Compliance io Municzpal Planning
Managament Regulations, PMS. - Section ‘57 managemeant contracts, Quarterly: internal audit reviews of PMS
Informafion.

The fieltwork was Gontucted from 18 January 2010 1o 22 January 2010 and covered the period 01 July 2009 to 31
Il :December 2009, No audit work was performed outside of this audit period {01 July 2009 to 31 December 2010)
and §ubsequently changes o systems/processes have not been-audited.

The audit-approach-was based.on the fallowing key procedures:

Revisw-of the Performance Management System (PMS) palicy and implementation wifhin the municipafity,
Compliance to Municipal Planning Management Regulations;

PMS - Section:57 management:contracts, quarterly Internal Audit reviews of PMS:infarmation;
Rai's‘aéﬁndfngs- where control déﬂcientzies-were“mted;

Gampma .,lntq.m.al :_Au.cﬁt report-fbf PMS
SOURCES OF INFORMATION

Discussions. were held with ‘appropriate management. Audit evidence was obtained through observation and
inspecfion of IImited ‘koy documents and reports. It should be recognlzed that controls are designed to provide
reasonable. but not ‘absolute, assurance that errors and iregularifies will not oceur, and that procedures are
performed in-accordance with- management's intentions.

worODO - ‘
chan-mdAmumann(w Page 4.0f 15
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PERFORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

‘There are Inherent limitations that should be- ‘recognized in considering the-potential effectiveness of any system of
Oantrols. inthe performanoe of most control procedures, errors can result from misunderstanding of instructions,
mistakes in judgment, carelessness, or other personal factors. Control procedures can be circumvented by
collusion-or by managemenit override.

Ourreport has been prepared for your information:and that-of management of the Endumeni Local Municipality. We
do.not accept responsibility to any-other party to whom.it: may be shown, or who, on thelr own volition, may decide

“and" ﬁ“siésﬁgat .

! offraud -defalcafion‘or: uiher irregularities whinh mayexn : Managemen s attantion is. drawn to
‘the:inherentlimiations in ihe seliance on internal-controls ‘and procedures. menf oned above.

7. RISK/THREATRATING

We hiave assig
the fisks accordin

poténtial iisks 1o all of fhe findings that have béen identified during this review. We have raled
1o-thefollowing ratings:

Key o fisk/threat ratings:

HIGH: Key-exposure identifisd has:a potantial for 'rﬁajor impact on the municipality-and shouild be resolved as
a priority.-

MEDIIN:.  Exposure idenfified is- unllkely to have-a:major impact on the mummpahly, but sholild be resolved as
sooh a8 possible

Low: Exposure identified does-not have a major-impact.on the municipality, but.should be:resolvedin due

In-assessingthe actual orpotential impact of ourfindings, the following factors-were considered:

VNV

The impaﬁt on; emptoyea morala
For fithér explanation, we define the -aboVe-me'nt]'e"n'ed audit terms-as follows:

Financlal risks are those risks, ‘which hiave an impact on the reliabiiity and integtity of the financial information
and-the:safeguarding of assets,
Operationalrisks are those fisks, which have-an impact on fhe ability to.comply with policies, procedures, laws and

regulations, achigvemeént of established .goals: and -objectives and the efficlency Tn the use of the
mumclpaﬂﬁes Tesources,

ENDUMENI LOCAL MUNlGIPALITY | \H

charmdA«euntanu{w Paga 5 of 15
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ENDUMENI LOCAL MUNICIPALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

SECTION B:

1. EXECUTIVE SUMMARY OF DETAILED FINDINGS

The following-weaknesses wera nioted:

I lisarepancy beMeen the ﬂrstand second
quarter Performance Management
System reviews

Non-compliance with section-4(4)(a) of
PMS -regulations rio, RBOS Issued™1. August

| Performance
{ Management
| Systems

| Key‘Peﬁonnanca lndlca"mr (KF’I) ‘Aot based on
| smart principal
| Key Pe;tarmanca Indicators -{KPi) not:
| liriked o integrated-devilopment plan {IDP)
“Supporting’ documems not altached: to the:
«secead quarter performance eport
-] Revised. targét date Yor Key Performarnice
tndicatof TP notset

)

§‘ _: y
- —_—— - Page 6 of 15
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& ENDUMENI LOCAL MUNICIPALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
i JANUARY 2010
( BECTIONC
i 1. PERFORMANCE MANAGEMENT SYSTEMS
’ 1. DISCREPANCY

Hndlng‘
T H- 9

ion:44-of the-Loca] Gavemmant*Mummpal Systems Act 32 of 2000, srates that A mumc;pahty, in a manner
. ﬂetemna_ by its council, must make

Duting the detalled testing of the:Pefformance Management System (PMS) at the-Endumeni Local Mumc:pality for

i

|
the perfamance period {July 2009 to Decamber 2009);. it was. nioted -that there was a-discrepancy-in the status of
f“ he Key Performanice Indicator between the 1st and the 2nd quatter. The following seives as an example;
b : _Quarter | Quarter .|
Answer all:queries relevant to Depariment | 100% |- |
- . inthe reporf of the AG compliance | 100% InProgress | |
: Financial - : - : |
L Managemerit Execution ~of  general  financial |00 100% In P E
e ' managanrent respansmiliﬁes as per e 100% n Progress
- seclon78oitheMFMA -“"“pr‘a“-"e
¥ In addifiono'the above, no sitppottingevidénce was:furnished supporting the attainment of the 100% above.
-
i 1mp”caﬂﬂn. |
. The measuremenit of objectives may be inaccurate and may nof be related to the overall abjectives of the ]
J muriicipality-to be achieved within the financlal year; 3
] I » The payment of performance bonuses: may not'be aligned to due performance expected at the end of the i
! || financial year k
| Recommendation: 1
? ‘ »  There:must be'consistency in the quarterly assessment raports especially for the once off indicators; : '
1 Managemenit-should maintain evidence and goals for all the key performance indicators achieved.
- - Managemerit Comment:
L - Finding'noted.

|

TR

':\%im
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PE_BF-ORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

ActionPlan:

Seocond quarter to be amended o read 100%. _ L _ o
Supporting documeritation for the-attainfent of 100% for 1" quarter will be provided to Intemal Audit on the next
PHS audit.

Responsible Person:
Chief Financial Officar

Implementation Date:
Next PMS audit

Pags B-of 15



ENDUMENI LOGAL. MUNIG!PALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

e e
|
|

. Finding:
& .l Threat:High
: Effort: Low

Sactlion 4(4)(a) of the: PMS Regulations No, R805 issued 01 August 2008 stales that the employment contracts and
performance agreemantsmust be signsd withinone.month of the commericement.of the financial year,

&, . During the detailed testing of the first quarter Performance Management Systems (PMS) reports:at the Endumeni
- il -Local Municipality on the 18701/2010, inspection of the performance agreement for 2008 7 2010 revealed thaf the

contract for thé Managet ‘Corporate. Services was not signed within -one month of the commencement of the
ﬁnanmal year (helng 31 duly 2009) The cantmnt and the plan was signed off by the Municipal Manager, Manager

olan for the- Manager Corporate Services revealed that it was signed by
3] Manager, however, fhe date-the 2009:) 2010 performance plan-for
nas not documented.

tha Manager Corporate:! Services ‘was:signe

{mpiication: o o .. ._ , -
»  Non compliance:with Section - 4{#){a).of the PMS Regulafions No. R805 issued 01 August:2008.
- Recommendation: o _ )
» PN officershould -ensure that all PMS contracts and performance plans are signed off by all Section 57
employees within 1 month of the commencement of the.municipal financial year to-ensure compliafice with
‘ section 4(4)(e)of the PMIS Regulation No. RBO5 issued:01 Aligustit 2008,
. Management Comment:
- Noted
-
ActionPlan:
All performance contracts will be concluded within the Legistative Framework.
- Responsitile Person:
Municipal Manager:
g
) i
‘C“y H
-
ﬁ
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i ENDUMENI 1.OCAL MUNICIPALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
i JANUARY 2010
"
-
Threat: ngh
Effort: Medium
gﬁ Koy parformarice Iridicatars and key performeance targels should be developad according to the "SMART" principle

janner thaf enables ease of raview and mapping -of evidente-to support achievement of Such indicators

- ‘During the detalled testing of the first and second-quarter Performance Management System (PMS) reports af the.
{ Endumeni Local ‘Municipality onthe19/04/2010, it was revealed through- inspection-of the first quarter assessment
repon of _theisecﬁun 57 empieyeas that'the: following. KPi's were not based on the SMART princlpal:i.e. the target

(S

Manager Corporate Services:

b | Endumeni Librafies materia) issued
o ‘Number of educational programmesconducted
Number of visitors recorded
? _ Talana museum ‘Number of events
- “ ‘ _ _ .|-Board of trustees meetings heid

| Answer-all queries relevant to Depatmentinthe | oo
| o report of the AG 100% compliance
L Financial Management
Execufion of general financial management Continuous
- o o  responsibilities as per section 78°0f the MFMA SRR
| Sound:managemsnt %-of posts that have formal job descriptions 1 100%
gﬁ “NB; The above will also be for the -Municipal Manager since he i is evaliated based on the performance of the
; individust departments.
i
[
£
Page 10 of 15
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ENDUMENI LOCAL MUNIClPALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
JANUARY 2010

Implication;
#  Key parformance target does not-comply-with the "SMART" principle;
*  ltmay notbe possitle:to avaluaté the-evidence supporting the performance target.

Recommendation:

*  Management should review and revise tha KP! and performance targets for the :2009/2010 financial year in
cpinpliat h the "SMART" principle, where required;
+  Thiseshoild thanbe: adopted ex-postfacto and approved by the Mayor and the Municipal Manager.

Management C 5
Performance - cls and Performance Plans of Section 57 Managers for fiscal year 2010/2011 have been
prepared in Hon with Pncewaterhousecoopers Advisory Services {Pty) Ltd as per Council Resolution
No.CO3/29106/09 and letter:of appommant dated 22 Ji uly 2008,

\ ~ Action Plar:
Tobe Implémeritisd inthe 200942010 financial year

Mo poal Managar

Implementation Date;
07 April 2010

Page 11 of 15
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ENDUMENI LOCAL MUNchPALITY
'PERFORMANCE MANAGEMENT SYSTEMS REVIEW.
JANUARY 2010

Finding:
Theeat: High
Effort; Low

Section 8:af the. Performance Management System Regulations No. 805 issued 01 August 2006 states that the
KPIs as stated in the- Performance Cantracts of Section 57 employees must be direclly linked to the 1DP for the

N yesrunderrevisw,

During {he-detailed testing of the first and:second-quarter Performance Management Systems (PMS} reports at the
Endimeni ‘Local Municipality. on the 2170172010, it-was noted.through inspection that the following KPls of the
-Sadtion 57-employees Performance Plans could net be traced o the municipality's 2008/2010.1DP.

Submission of yearly MFMA implementation plan fo National
{ Treasury

T October 2009

[ Siibmission of yearly Budge! Evaluafion Check Tt retum 1o
| Neffonal Treasury

| October 2009

biSubmiss'ibn of follawing-quarterly returns fo'Nafional Treasury

14 Urgent lmplementatlon Priorities;

1
2,
4

Munic_ipal entities

) Quarterly

[ Openof primary bank account
11 All monies paid into primary eccount;

Batik account detalls-submitted fo National Treasury;
Control of bank accountas delegated by MM;
Withdrawal from bank accounts 1o enstre: oompfance

| with section 74011

Siibivission'of quarterly biidget: reports to lenml

[Quarterly

» Finance.—. MEMA
Budget

Submission by latest 107 1 warking» day of monthly budget ‘

statement as-per section 71

Montlhily

Finance:
; ':Financial
statemenits

‘ Céiﬁﬁiéﬁdn and submission to Auditor:General

November 2009

Timeous _tasponse to A‘-nditor Queries

| directives

As per AG

[Conversion to GRAP

| December 2009

Chumm:l Accarmianis {SAJ
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ENDUMEN) LOGAL MUNICIPALITY
PERFORMANCE MANAGEMENT SYSTEMS REVIEW
l JANUARY 2010

» !
hagement '

3 ‘Awarding of Eleciicity Vending Bid [ @etober2008

Managsr Technical Services;

100%
.| compliance
| Management: Execuhon of genéral i nancnal management respcns‘bnllﬁes as Continuous
: Psrsecﬁon 78ofthe MEMA B

management % of posts that have formal; ]nbdescnptlons " 100%

NB: The above will also:apply to-the Municipal Manager's KPI's since he is evaluated based:-on the performance of
the individual: departments.

l
|

» The:achlevementand progress:of the IDP objectives would not be:able to be measured.
|
i
)

Recommerndation:

s Perforimance tergets and KPI's should be developed-and linked directly to the objectives, which have been set
nthe IDP.

| Perfamiance, Plans of Section 57 Managers for fiscal year 2010/2011 have been

: epared in conjunction with PricewaterhoussCoopers Advisory Services (Pty) Ltd as per Council Reslution No.
i ] }:ﬂgmmsms and letter of appointment dated 22 July2009 and will be implemented-in terms- of reviewed 2010 2011
- g ®

ActionPlan:.
Tobeimplemented in the 20087 2010 financial year

ﬁ Implementation Date:
; ' r D41.April 2040

- ‘W g Page 13 of 15




W- in lerms of .good practice, each employee’s doliverables are defined. in a perfarmance plan where evidence

:aquimd for sach-key performance area (KPA), and key-petformance indicator (KPJ) is documented.

During the detailed testing of the:first and second quarter- Performance Management System (PMS) reports at the
Eudumeni Locai Municipalrty on the 20701/2010, it was rioted thraugh inspection of the Chief Financial Officer's.
parter PMS répont that the evidence supporting the achiévement of the following Key Perfarmance
werg-not atta'chad to:the second quarter PMSreport.
lowing quartetly retums'to Naﬁonal Treasury (1 .3)

Proof of disciission betwesn the CFO and Atiditor Geneia): allowing the municipalify to submit its 200872009
financia) statements to the Auditor General on'the 28/02/2010 (4.1).

Implication:
s Assessment report information may not be accurate, complete and vatid.

RécnmmeﬂdaﬂbN'
L J

acmavemantof quarterly K«ay Parformance Areas and KPls are attached to their- quarterly PMS reports

Mapagement Comment:

Allhighlighited sections with the exception of the last'billet form:part-of the third quarters review as the submitted
doctimentation is complied and submitted after the end of the second quarter. Minutes of the meeting between the
Chief Financlal Officer and Auditor General are avallable

Action Plan:
Supporfing documentation for the:aftainment of the abovewill be provided1o Intsmal Audit.on the nextPMS audit:

Responsible Person;

Internal Audit Comment:

The above were noted in per the Performance Plan for 2009 / 2010 for the second quarter (01 October 2009 to
December 2009). Management should therefore revisit the management commentary. Numbering in brackets
“indicate the réfarenca-number as noted in the Performance Plan.
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-
. ENDUMENI LOCAL MUNICIPALITY
' PERFORMANCE MANAGEMENT SYSTEMS REVIEW

1 JANUARY 2010

6. REVISEDTARGET DATEF
G Finding:

Threat: High
Effort:; Low
& Key perfarmancs indicators-and key periormanice largets-should-be developad acoordingto-the "SMART" principle

| &ndtargets.

éAd in.&.mannerthat enabies ease-of review and mapping of evidence to.support achievement of such indicators \

Dunhg the detafled testmg of the-first and seaand quarter Performarice Management System (PMS) reports at the
Endi 5% lMu, ' ' 01 oted throiigh:inspection of the Chief Flnancial Officer's
KPlhad not been achieved by tha targst date

hy the KPI was not achieved was

KPiwasnotset.

J
{
implication: i
¢  Key performance target does not-comply with the “SMART" principle; -1
+ Tt maynatbe possibie to evaluate fhe-evidence supperling the performance target. |
|
Recommendation: i
s Municipal Manager-when ewvaluating the PMS report of the CFO, Manager Technical Services and Manager 1
Corporate:Services should ensure ‘that revised target dates are setfor all KPlswhich have not been achieved;
» Revised targst dates-to be discussed with-Seciion 57 employees prior to been set and must be based on the R
characteristics of the"SMART principal.

xS

Mauagament Commant'
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Endumeni
Municipa[ Council
- AUDIT COMMITTEE

AGENDA

23 JUNE 2010



AUDIT COMMITTEE MEETING TO BE HELD ON THE 23 JUNE 2010

Notice is hereby given in terms of section 166(4) of the Municipal Finance
Management Act no.56 of 2003 that an Audit Committee Meeting will be
held on Wednesday the 23 June 2010 commencing at 10:00 am at
Endumeni Municipality Main Committee Room.

/ %
r. N. Rajkumar

Chairperson

TO:
MEMBERS: Mr. N. Rajkumar
Mr V Mseleku

Mr L Steenkamp

OFFICIALS: Mr JB Matiman
Mr | Grisdale
Mr S Perumall
Mr R Lahldas

Date
14 June 2010

Chairman: Audit Committee
Audit Committee Member

Audit Committee Member

~ Acting Municipal Manager

Chief Financial Officer

Manager Corporate Services

- Gobodo Inc.



OPENING/WELCOME (Mr. Rajkumar)

2. NOTICE OF MEETING
3. APPLICATION FOR LEAVE OF ABSENCE /APOLOGIES
4, OFFICIAL ANNOUNCEMENTS
5. CONFIRMATION OF MINUTES OF PREVIOUS MEETING
That the Minutes of the Audit Committee Meeting held on the 10" of June
2010 attached as Annexure “A” to the Agenda be approved as a true
reflection of proceedings.
For Consideration
6. STATUTORY APPOINTMENTS and ELECTIONS
Nil
7. QUESTIONS OF WHICH NOTICE HAS BEEN GIVEN
8. MATTERS ADJOURNED FROM PREVIOUS MEETING, INCLUDING
‘'MATTERS TO BE RE-CONSIDERED (Motions) EXCLUDING
DEFERRED MOTIONS
Nil
9. PECUNIARY INTEREST (To be by Officials)
10. DETERMINATION OF AGENDA (Sequence of discussion of agenda items)
As presented on the agenda.
MATTERS TO BE DISCUSSED
AC7(1)

1.

Performance Management Systems report by Internal Audit for the
third quarter of the 2009 / 2010 financial year (Attached as annexure
“Bll



