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Foreword by the Mayor
Foreword by the Muncipal Manager
& Exeative SUmmary

& Councillor MA Shasha
Chapter 1:

A. Mayord Boreword

Mohokae Locd Municipdity is corstituted by a highly agrarian area as idertified by
documents such asthe IDP ard Growth ard development documents of the Xhariep District.

However the area is charaderized by a high number of indigent households, estimated to be
a 80% by 2008 this implies tha income ard debt payments expeded from communities will
cortinue to be a huge chalenge that impacts negatively on the finanad reverue of the
municipdity.

Stides have to be made to strengthen the locd economic development and agricutura sedor
to benefit all sectors of our community.

Despite al these chdlenges we cortinue to provide services tha are of aceptable stardards to
our communities:

1 Accessto water continues to be a 100%provison to dl households,

1 With the implementation phases of the regiond bulk water project, we will be
ale to totdly eradicate budkets in dl our area.

1 We cortinue to apply for eledricity projects from the depatment of Energyard
funds are dlocded as pe the depatmert funding criteria.

1 We continue to fadlitate the provison of sustinable human settlemerts to
our communities dthough we have marked that the alocdions made by the
Coopeative Governance ard Traditional Affairs depatment does not equate to
the backogs on the ground (municipd level)

1 Refuse removd is one of the important area that neal atention; chalerges still
persst due to lack of service ddivery machnery & equipment.

Our rdationship with the Communities of Mohokae Locd Municipdity, sister
Municipdities within the Xhaiep District ard the Xhaiep District Municipality, shaing
knowledge and experiences, continue to improve and bear fruit, which bene {3 al our
communities.

This repat is a reflection of municipa activities for the sad finarcid yea (2011/2012
compiled by this municipdity.

Regards



Cllr. M. Shasha
Mayor



B. Municipal Marege® Boreword

Government sees it as a priority that amud repats ae the key reporting instruments for
Municipdities to report against the performance targets and budgets outlined in thear
integrated development plans, Annua reports are therefore required to contain information
on service ddlivery, in addition to financid statemerts ard the audit report.

y
i

It is meart to be a backward-looking documert, focusingon peformance
in the finencid yeartha has just ended. It repats on how the budget for
tha financid yearwas implemented.

| This repat will be tabled ard interrogated a Council level ard a
community level by utilizing the means of pubic paticipation
processedgha the Municipdity as guided by legislatiderior to the
Coundl tabling for final adoptigrthis documert will go through the
Coundl Oversight Committee to ersure detaled scrutiny ard
credlblllty of data and information provided.

Some of the chdlerges that are rased in the 2011 Nationd Plannng C o mmi s diagnosticd s
repat are dso somewha applicabléo Mohokare Locd Municipdity asoutlined below;

DiagnosticReport Mohokarel. M
Too few South Africanswork Almost 90% of houséholds are
indigent
The Quality of school education for Poor qualificaionswithin the
most black people is sub standard munidpal workforce

Poorly locded and inadequate | Infragructure till laid out in terms of
infragructure limits social inclusion and| the old oapartheid planningé system
faster economic growth

Soatial challenges continue to | Old black Townslips ill developing
mauginalisethe poor awayfrom economicaly active aress
(CBDy), inaufficient land for emnomic
development initiatives

Challenges

The performarce of the public | Differertly provided sewices, eg.
sewice is uneven oTownshpo versusoTownsd Road
infragructure trafficable in dtownsd but
not likelyin otownshipsd.

Corruption undernines state | Mohokareis not immune to this
legitimecy and sevice ddivery challege, refaring from previous
CasEs.

This mears tha Mohokare Locd Municipdity is bound to be affeded by the dynamics of
South Africa as a country, ard we must continue to seek solutions tha are pradicd ard
finangdly sustainabe.



Kind regards

T. C. Panyani
Municipal Manager



11. Executive Summary
1.1.1. Municipd Vison, Misson & Vaues
Vision

A performancelriven municipality that utilizes its resources efficiently to respond to community
needs

Misdon

To be a communigiriven nunicipdity that ensures sustainable quality service delivery
applying principles of good governance

With the following values

Batho Pele Principles
Good governance
Community Based Planning

Integrity

Sodd Cohesion

Acoountability

Customer / Client Certered Approach
Mohokae will;

AStive to med chdlerging but achievade company objedives and financid goals
with well-planned and clealy communicated strategies

AEncouage awinning spirit ard a positive working environmert through
the development of supportive, appeciative, ard rewardingworking
relationships

A Recanize diversity by treaing individuds with reect ard dignity

A Promote tean building

10



1.1.2. Municipal Managerd ©verview

In giving an overview of this amud repat it is worth noting the following milestones
achieved;
Secuing universd  access to waterborne santation for al households through the
Regiond Bulk Water Scheme; where which this project will ersure that dl the
households in Mohokare outstarding of water borne accessto saritation are connected
to the network system, promoting decency in the services that we provide.

Universd aaess towater by al househdds in Mohokare.

We are gradudly making strides to acheving the Blue Drop ard Green Drop status for
Mohokae, even in the fae of infrastructurd developmend chdlenges tha have
finandd implications and based on the reverue colledion might prove difficut ye not
impaossble to implement.

Acquisition of lard for resdertid purposes; The current shortage of lard in Mohokare
does not equa the demand for sites ard human settlements ard the procuremert of the
Mooifontein farm in Zastron is seen as an achievement to ersure tha we cortinue to
dlocae land spedficdly for resdertia purposes.

We have managed to resuscitate relaions between labou ard the employer, herce the
regular gtting of the employe / employee structure.

Timeouwdy submisson of the Annud Finanéd Sttements and the Draft Annud
Performance Report; Improvement on these complian@® matters is evidert, seeng that
thesedocuments will be submitted on time.
Thefilling of all criticd sedion 56 positions except that of Director: Community Services.
In light of the milestones achieved it is very important that | aso note chdlenges that the
municipdity must overcome in order to fundion properly, but not limited to the following;
Poor revenue basefor the Municipality
This annud performancereport gives a clear picture of service delivery within Mohokare,

AND in closing;

Learning is the Journey to swccess, heaeforelet us dl be pat of loca government to ensure
improvement of our peopled lives.

Kind regards

11



T. C. Panyani
Municipal Manager

12



11.3. Municipal Functions, Population and Environmental Overview

In terms of the powers and functions for municipdities as promulgated by the Constitution of
the Republic of South Africa municipdities are dictated by this document to guide ther

functioning, below isthe powers and functions tha relate Mohokare Locd Municipality;

Function Authorizations
Air pollution Yes
Building regulations Yes
Child cae fecilities Yes
Eledricity reticulation Yes

Fire Fighting Yes, including DM function
Locd tourism Yes
Municipd airport Yes
Municipal Planning Yes
Municipal Hedth Services No
Municipa pubic transport Yes
Pontoons and ferries Yes
Storm water Yes
Tradng regulaions Yes
Waeater (Potable) Yes
Sanitation Yes
Amusement facilties / Beaches Yes
Billboards and the display of advertisements in public places Yes

Cemeteries, funera parlors and crematoria

Yes, including DM function

Cleansing

Yes

Control of public nuisance Yes
Control of undeatakings tha el liquor to the public Yes
Facilties for the acommadaion, cae and burid of animals Yes
Fencing and fences Yes
Licensng of dogs Yes
Licensng and control of undetakings that sel food to the public Yes
Locd amenities Yes
Locd sport fecilities Yes
Markets Yes

Municipal abattoirs

Yes, including DM function

Municipal parks and reaeaion

Yes

Municipa roads

Yes, including DM function

Noise pollution

Yes

Pounds Yes
Public places Yes
Refuise removal, refuse dumpsarnd solid waste disposal Yes, including DM function
Stred trading Yes
Stred lighting Yes
Traffic and parking Yes
Municipa public works Yes

13



Population and Environmental Overview

The current redities range from socio-economic aspects to ergineering infrastrucure and
within each category of andysisthe criticd issies ard chdlerges are identified.

To andysecurren redities various sources of information and data were used, such as:

Cersus 2001with 2003,2006ard 2007Community Survey projedions by Sets SAard
the Municipd Demarcaton Board.

Extrapdated data from the previous |DP documents

The Xhaiep District Potertid Andysis report

XDM latest data ard information.

Any other gppropriste ard relevart reports spedfic to the Mohokare Locd
Municipdity within the public domain.

In the 2010/2011 financial year, tMenicipdity in patneship with  the Independent
Developmert Trust (IDT), werein the process of completing the ward profiles for al 6 wards
in the area. Since theepat can only beincaporated into this document once it has been
tabled ard adopted by council, in the interim, we usethe statistcs provided by stas SA ard
other sources.

D emographic Redlities and Sacio Economic dynamics

The community survey corducted in 2007,esimates the population of Mohokare to be at
+41867with 10216households.

Talde A: Population distribution by gerder and age

Age 066 | 70 14 - 196 260 36 - 46 - 610 8l -
13 18 25 35 45 60 80 120

Male
Black 3228 | 3182 | 2354 | 2492 3005 | 2175 | 1848 742 120
Coloured 57 135 33 78 211 136 26 3 30
Indian or Asian - - - - - - - - -
White 111 98 31 37 148 151 44 341

Tota Mae 20816

Femae
Black 3016 | 2801 | 2073 | 2610 2768 | 2212 | 2298 | 1390 244
Coloured 137 61 61 29 180 89 - 61 -
Indian or Asian - - - - - - - - -
White 57 142 57 108 70 85 141 271 92

Totd Female 20972

Percentage of both femde& mae age| 157 | 1533 | 1101 | 1279 1524 | 1158 | 1041 6,71 1,16

groups 8
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This section will focuses on the measurement of households' living corditions a municipd
level. It is hoped tha this will make it possble to gauge municipa performarce in terms of
service delivery.

Tabe B: Percentage distribution of households by type of man dwelling;
Cenaus 2001 | CS 2007
House or brick structure on a separae stand or yard 749 673
Traditiona dwelling/hut/ structure made of traditional materials 4,2 0,2
Flat in blockof flats 1,0 1,0
Town/ cluster/ semi-detached house (Smplex:dugex:triplex) 0,5 -
House/f lat roomin badk yard 0,7 1,1
Informal dwelling / shack
In backyard 29 7,7
Notin bakyad eg.in an informa/ squatter settlement 147 215
RoonYf latetnot in badkyad but on shared property 0,8 0,3
Caraan or tent 0,3 -
Private ship/ boat - -
Worker® hostel (bed/ room) 0,9
Other - 0,0
Tota 1000 1000
Talde C: % distribution of households by type of water source;
Census 2001 | CS 2007
Pipedwater
Inside dwelling 165 200
Insde yard 630 688
From acess point outside the yard 184 4,7
Borehole 0,6 3,5
Soring 0,2 0,7
Dam/ pool 0,5 0,5
River/ Stream 0,1 0,2
Water vendor 0,0 0,3
Rainwater tank 0,2 1,2
Other 0,4 -
Total 10Q0 10Q0
Tale D: % distribution of households by tenue status,
Census 2001 | CS 2007
Owned and fully paid off 447 473
Owned but not yet paid off 8,3 24
Rented 132 184
Ocaupiedrent free 338 316
Other - 0,3
Tota 1000 1000
Talde E: % distribution by type of toilet fecilities;
Cenaus 2001 | CS 2007
Flush toilet (connectedto sewerage system) 537 571
Flush toilet (with septic tank) 35 33
Dry toiletfacility - 0,5

15



Chemtid toilet 0,3 0,7
Pit latrine with ventilation (VIP) 55 4,2
Pit latrine without ventilation 75 -
Bucket latrine 178 11,7
None 178 117
Tota 10Q0 10Q0

Tabe F: % distribution of households by type of eneqgy/ fud used for lighting;

Cenaus 2001 | CS 2007
Electricity 726 803
Gas 0,2 0,3
Parafin 71 4,7
Candles 189 139
Solar 0,8 0,5
Other 0,3 0,3
Tota 10Q0 10Q0

Tale G: % distribution of households by type of refuse disposd;

Census 2001 | CS 2007

Removedy locd authority

At least once a week 601 67,0

Less often 21 123
Commund refuse dump 38 0,8
Own refuse dump 296 148
No rubhish disposal 4.4 4,3
Other - 0,8
Tota 10Q0 1000

Tale H: % distribution of households by type of enegy/ fuel used for heating;

Census 2001 | CS 2007

Electricity 192 285
Gas 14 1,0
Paraffin 317 439
Wood 359 214
Cod 6,7 3,0
Animal dung 3,7 1,3
Solar 0,2 -
Other 1,2 0,8
Tota 10Q0 10Q0

Tabe I: %distribution of households by type of enegy/ fud used for cooking;

Census 2001 | CS 2007

Electricity 239 498
Gas 4.4 42
Paraffin 433 366

Wood 240 8,1
Cod 0.6 -




Animal dung 3,3 1,0
Solar 04 0,3
Other 0,2 -
Totd 1000 1000

Leve of education

It should be noted that the Municipdity ergages in the processof awarding cetain amount of
money to learners who acheve best a ther respecive high schools. However this adivity did
not take place during the yea under review, this is due to the finanda constraints.

Group of education level Numbers

Grace 0- Grace 7/gandad 5 15999
Grack 8/gandad 6/form 1 - Grade 12/Std 10 (with university exemption) 11947
Certificate with grace 12 136
Diploma with grace 12 405
Bachelor's degree 176
B Teth

Post graduae diploma 193
Honour's degree 214
Higher degee (masters PhD) 95
No schooling 4629

Source Sats SA, CS 2007
Health

Mohokare has 2 hospitds, each in Zastron and Smithfield. Up to now dl clinics have operated
only from 7:00 to 1500 makng it less acessble for people employad during the day.
However there are mobile clinics tha ae avalalde for area tha ae far from the clinics
locaed in Matlakeng, Mofultsepe and Roleleathunya, farm area dso are serviced through the
mobile clinic fadlity. There is a shortage of gaff at clinics, which hampers the exterson of
opeaing hours. Doctors are dsonot availalde full time a clinics.

More people are infected with HIV/ Aids ard this put alot of stran on the exising hedth
resources and fadlities. There are no HIV ard AIDS cae centers in Mohokae, othe than
NGOs asssting in this regard, e.g. the Homebased care givers and the Tshepanarg HIV ard
AIDS group in Smithfield.

Emergeny sarvices: Ambulances ae under the control of the Free Sete Provincid
Government, Depatment of Hedth. The perception of the community is tha emergency
sarvices are under capacitated in terms of human resources and equipment, And a service
delivery chdlerge with regards to EMS is that some internd Municipd roads are not
trafficable, this hampers the effectiveness of this criticd service

The following tade gives an overview of the curent stuaion with regard to hedth fadglities.
Hedth Fadlities in Mohokare

17



TOWN / AREA

HOSRTALS

CLINICS

Zastron

Matlakeng

Rouxville

Rolelesthunya

Smithfield

Mofulatsepe

O|lrRr|O|O0|O|Fr

RPIO|IR|O|r|O

Sairce Depatment of Hedlth
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1.1.4. Sevice Ddivery Overview

Mohokae Locd Municipdity is chaged with providing acceptade service standards in
relaion to the provison aaessto Qudity drinking water, bulk water, santation, roads &
storm water, provison of electricity, fadlitate in the provison of sustanable human
settlements.

The following talde gives a brief picture of the levd of service provison within the
Municipality;

% provision
Basic Service MTEF period
2010/11 201112
Houséhold acces to water 100% 100
Aces to sanitation 91% 904
Acces to eectricity 9% 97
Acces to refuse removal 9%% 100

Souce: Mohokare 1011 annual report

It is notable tha Mohokare locd municipdity provides 100%of households with accesto
drinking / portade water, however the shortfals within the santation provison are dso
worrying ard the municipdity has begun with the first phase of ensuring tha buckets in are
findly eradicaed through the regiona bulk water scheme, which will oversee the completion
of the bucket system in Mohokare.

Eledricity projects are ongoing and are implemented as per funding criteria of the depatmert
of Energy.

In terms of refuseremova, the gredest neal is the equipment / machinay, with an increae
in equipment, more progress can be witnessed.

19



1.1.5. Finarcia Hedth Overview

Mohokae is a highly grart deperdent municipdity with a high number of indigert households,

as a result the municipdity cannot genegate sufficient incame to fund its opeations adequately.

Endearors are being made through the assstance of othe government departments and government
enities to assst the municipdity in turning aound its finandd viaklity ard improving its cash flow

management.

The development of a credit cortrol policy ard employment of a municipd delt cdledor are ®e as
important successes to note.

Financial Overvie@2011/12

Ending 3@ June 2012

Actual Original Adjustment Actual
Detals 20}0/11 Budqet budgNet (RG000
(R°000) (R6OD0ODO|( RGOO0OO
Income
Grants 68 189 48549 72711004 75 357 049
Taxes, Levies and Tariffs 31 488 10 374 13913244 43 078 457
Other 2072 2 056 1578 250 1821 57
Sub Total 101 749 60 979| 88202499 120 257 074
Less Expenditure 95 360 72 614| 67763370 137 297 604
Net Total 6 389 -11 635 20439 12§ -17 040 539

Operating Ratios
Detail 2010/11 % | 2011/12 %
Employee Cost 3218.0% 25.8%
Repairs and Maintenance 107.0% 1.3%
Finance Charges and o 3
Depreciation 30.0% SeLe
Total Capital Expenditure
Detail Junrll Jurl2
Original budget 56 986 000 29 350 00¢
Adjustment Budget 38616 00 24 116 947
Actual 13509 364 21 328 584

20



1.1.6. Organsatonal Development Overview

One of the most criticd ard key instruments towards a postive output in orgarnizationd development is
the integrated performance maregement system, however Mohokare has had along outstarding chdlenge of
the asence of such a system (PMS); but 2 officials responsible for PMS were appointed in f
2011/2012 financial year.

The only document tha was developed in 2004 ard newer reviewed is a peaformarce management
framework, which its requirements have not been implemented.

For compliance matters, the annud peformance agreementsre only sgned by the Municipa Mareger and
sedion 56/57 managers; this has not been cascaded to dl othe stff bdow the fixed cortract term posts of

managers.
In terms of the organzationd stucture there are four managers that account diredly to the Municipa

Manager, namely, Technicd Manager, Chief Finandd Officer, Corporate Servicesard Community Services;
al these pogtions arefilled with the exception of the Director: Community Services.
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117. 20116 2012Auditor General Report

REPORTOF THE AUDITOR-GENERAL TO THE FREESTATE PROVINCIAL LEGISLATURE AND
THE COUNCIL ON THE MOHOKARE LOCAL MUNICIPALITY

REPORTON THE FINANCIAL STATEMENTS

Introduction

1. lwasengagedo audit thefinancial statement®f the MohokareLocal Municipality setouton pages22
to 32, which comprisestatemenbf financial positionasat 30 June2012,the statement®f financial
performancechangesn netassetsandcashflows for the year thenended,and thenotes,comprisinga
summaryof significant accountingpoliciesandotherexplanatoryinformation.

Accounting Officer's responsibilityfor the financial statements

2. Theaccountingofficer is responsibldor the preparatiorandfair presentatiorf thesefinancial statements
in accordancavith SouthAfrican Standard®f GenerallyRecognised\ccountingPractice(SA Standards
of GRAP)andtherequirement®f the Municipal FinanceManagemen#ct of SouthAfrica, 2003 (Act
No. 56 of 2003)(MFMA), andDivision of RevenueAct of SouthAfrica 2011(Act No.6of 2011)(DoRA)
and forsuchinternalcontrol agheaccountingofficer determiness necessaryo enablethe preparatiorof
financialstatementshatarefree from materialmisstatementwhetherdueto fraud or error.

Auditor-General'sresponsibility

3. My responsibilityis to expressan opinion on thefinancial statementdasedon conductinghe auditin
accordancevith the PublicAudit Act of SouthAfrica, 2004 (Act No. 25 of 2004) (PAA),the General
Noticeissuedin termsthereofand InternationalStandardsn Auditing. Becauseof the mattersdescribed
in the Basisfor disclaimerof opinion paragraphshowever,| was unableto obtain sufficient appropriate
auditevidenceto providea basisfor anaudit opinion.
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Basisfor Disclaimerof opinion Receivablesrom

exchangdransactions

4.

Iwasunableto obtainsufficientappropriateauditevidenceor receivablesrom exchangdransaction®f
R862467(2011:R5886949)asdisclosedn note4 to thefinancial statementassupporting
documentatiorfior certainindigentconsumergould not be submittedio determinewvhethertheapplicant
qualifiesfor indigenceandto determinethe occurrenceaccuracyandcompletenesef the subsidies
creditedto receivabledor indigentconsumeramountinggo R229532(2011:R1 612628), sufficient
appropriateaudit evidenceasto the existenceof receivableamountingo R1 751220for the prior yearwas
not submitted.Furthermorea differenceof R2 231098 wasnotedin the prior yearbetweerthedebtors
systemfor baddebtswritten off for which councilapprovalwasobtainedandthe amountdisclosedn note
4 to thefinancial statements Dueto thelack of informationl wasunableto performalternativeaudit
procedureso providemewith therequiredaudit assuranceith regardto receivablesrom exchange
transactiongandbaddebtswritten off.

Consequentlywasunableto determinevhetheranyadjustmentelatingto receivablegrom exchange
transactionsvas necessary.

Sundrydebtors

5.

| wasunableto obtainsufficientappropriateauditevidencefor sundrydebtorsof R1 158062 (2011:R1156
845)asdisclosedn thefinancial statementslueto thelack of sufficientappropriateauditevidencefor
debittransactionsvith anestimatedsalueof R497436 processe@gainstsundrydebtorsaccounts.Dueto a

lack of informationl was
unable to performalternative audit procedures. Consequently | was unable to determiadtemcerights
andobligations,completenessjaluationandallocationof sundrydebtors.

Accumulated surplus/(deficit)

6.

| was unableto obtainsufficient appropriateaudit evidencefor the prior year balanceof theaccumulated
surplusof R303217 865 asdisclosedin note 19to thefinancial statements dut the lack of sufficient
appropriateaudit evidencefor the correctionsmadeagainstthe accumulatedsurplusaccountasdisclosed
in note36.1to thefinancial statements. Furthermorthe VAT debtorin the prior year is overstatedoy R4
662 950 andalso shouldhavebeenadjustedagainstthe accumulatedsurplus/deficitasdisclosedin note
36.1to thefinancial statements.Consequentlyl was unableto determinethe existence rights and
obligations,completenessyaluationandallocationof accumulatedsurplusfor the prior yearaswell asfor
the otheraccountsaffectedby the adjustments.

Property plantandequipment

7. Thevaluationof property,plantandequipmenbf R289711938(2011:R289510415)aspernote8 to the

financial statementsould not be confirmedasadditionsfrom1 July 2009to 30 June20110f R67503523
werenotvaluedin line with therequirement®f the SouthAfrican Standardef GenerallyRecognised
AccountingPractice GRAP 17, Property plant and equipmengadin conjunctionwith Directive7.
Furthermoreadditionsfor the yearasdisclosedn note8 to thefinancial statementsould not be confirmed
totalling R763344. Theentity'srecordsdid not permitthe performancef reasonablalternativeaudit
procedures.Consequentlyl wasunableto determinghevaluationandcompletenesef additionsfor
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property,plantandequipment.

Payables

8. I wasunableto obtainsufficient appropriateauditevidenceor tradeand other payablesof R16796 657
(2011:R19637 226) asdisclosedin note 15to the financial statementglueto the lack of sufficient
appropriateauditevidencefor transactionsandjournals processe@gainstthetradepayablesaccount
amountingto R5 116443. Consequentlyl was unableto determinethe existence rightsandobligations,
completenessjaluationandallocationof tradeand other payables.

Long- term liabilities

9. | wasunableto obtainsufficientappropriateauditevidencefor long-termliabilities aspernotel7to the
financialstatementsf R13711093(2011:R10373709). No loanagreementouldbe obtainedfor loans
of R11649057(2011:R6 198905)from theelectricity serviceprovider. | wasunableto confirm therights
andownership existenceandvaluationof theseloansby alternativeprocedures.Thedisclosureof and
calculationof the currentportion of long-termliabilities could alsonot be confirmeddueto the limitations
identifiedabove. Consequently wasunableto determinevhetheranyadjustmento thefinancial

statementsvasnecessary.

Revenue

10. | wasunableto obtainsufficientappropriateauditevidencerom the municipalityandits electricity service
providerfor transactionsvith anestimatecamountof R19 106 280includedin theamountsof service
chargesf R35847242(2011:R28275180),governmengrantsandsubsidiedor the prior yearof R68
189764, rentalof facilities andequipmenbf R663136(2011:R656777),finesof R157143(2011:R156
055)andotherincomeof R567172(2011:R974842)includedin thetotal revenueof R120257072(2011:
325)asdisclosedn notes20to 26 of thefinancial statements Furthermorealternativeprocedures
confirmedthatthetotal revenuemight be overstatedy R2 277798, buttheamountof the overstatement
couldnot be accuratelydetermineddueto alack of reconciliationssupportingdocumentatiomndregisters.
| wasunableto confirm revenueby alternativemeans.| wasunableto obtainall theinformationand
explanationgleemedecessaryo determinegheoccurrencecompletenessccuracygcut off and
classificationof revenueof R37234693(2011:R98096563). Consequentlywasunableto determine
whetheranyadjustmentelatingto revenuen thefinancial statementsvasnecessary.

Expenditure

11. | wasunableto obtainsufficientappropriateauditevidencerom the municipalityandits electricity service
providerfor transactionsvith anestimatecamountof R8 376 236includedin theamountselatedto bulk
purchasegyenerakexpenditurerepairsandmaintenancegrantsand subsidiepaidandcontractedservices
amountingo R42962 462 asdisclosedn notes27 to35 of thefinancial statements The municipality's
recordsdid not permitthe applicationof alternativeauditprocedures.Consequently wasunableto
determingheoccurrencecompletenessgccuracygcut off andclassificationof expenditureof R42962462.

12. Fortheprior financial yearthe municipality could not providesufficientappropriateauditevidenceo
supportthe occurrenceof expenditureof R6 307 132which includesduplicatepaymentf R1 270286,
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duplicaterecordingsof R1 108814 andexpenditureof R357575recordedn theincorrectperiod.
Furthermoresufficientappropriateauditevidencenvasnot availableby the electricity serviceproviderto
supportthe occurrencegompleteness, accuracyt-off andclassificationof electricitybulk purchasesf
R16 136859for the prior financialyear. The municipality'srecordsdid not permitthe applicationof
alternativeprocedures.Consequently wasunableto determinevhetheranyadjustmentelatingto
expendituran theprior financial yearwasnecessary.

Capitalcommitments

13. | wasunableto obtainsufficientappropriateauditevidenceo confirm the completenesef capital
commitmentsstatedat R2 333908(2011:R2 346453)for commitmentsapprovedandcontractecandR42
739744(2011:R12407994)for commitmentsapprovedandnot yet contractedasdisclosedn note45to
thefinancial statementd. wasunableto confirm the completenesby alternativemeansConsequently
wasunableto determinewvhetheranyadjustmento capitalcommitmentwasnecessary.

Irregularexpenditure

14. An estimatedrregularexpenditureof R21997094 (2011:R25093393)wasidentifiedduringthe audit
thatwasincurreddueto the supplychainmanagementSCM) policy andSCM regulationsnot adheredo.
Thisirregularexpendituravassubsequentlgisclosedn note43.3 tothefinancial statementasrequiredin
termsof section125(2)(d)of the MFMA. Furthermoresufficientappropriateauditevidencehat
managemernttasproperlyidentified,investigatecandrecordedall irregularexpenditurgransactionsluring
the currentandprior yearcould not be obtained Dueto thelimitations placedon the scopeof thework
performedrelatingto expenditureandthe procuremenbf property,plantandequipment,therewereno
satisfactoryalternativeauditprocedureshat! could performto confirmthe completenessccurrenceand
accuracyof irregularexpenditureof R130701014(2011:R108 703920),asdisclosedn note43.3to the
financial statements.

Fruitlessandwastefulexpenditure

15.1 could not obtain sufficient appropriate audit evidence that the municipality has properly
identified, investigatedand recordedall fruitless and wasteful expendituretransactionsluring the
currentand prior yearof R2 363181 (2011: R2 086 252) asdisclosedin note 43.2to the financial
statementsl wasunable toperformalternativeaudit procedures.

Consequentlyl could notdeterminethe completenesspccurrenceandaccuracyof fruitlessandwasteful
expenditureof R2363181(2011: R2 086 252) asdisclosedin note43.2to thefinancial statements.

Presentatiomnddisclosure

16. Contraryto the requirementof Section15(2)(d) of the MFMA, the distribution lossfrom water service
was not disclosedin thefinancial statementsvhile the electricity distributionlossesamountedo R112
040287 asdisclosedin note44.9to thefinancial statementsl was unableto performalternativeaudit
procedurego confirmthe distribution lossesConsequentlyt could notdetermine theompleteness,
occurrenceandaccuracyof distribution losses.

Cashflow statement
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17. 1 was unableto obtain sufficient appropriateaudit evidenceto determinevhetherthe cashflow statement
andtherelatednoteswerefairly stated. Takinginto accountthe misstatementsindscopelimitations
identified in thefinancial statementsassetout in thisreport, | was unableto practicallyquantify the
misstatementi the cashflow statementandnotesthereto.Consequently)] was unableto determinethe
accuracy,completenesanddisclosureof the cashflow statementandrelatednotes.

Disclaimerof opinion

18. Becauseof the significanceof the mattersdescribedin the Basisfor disclaimerof opinionparagraphs]
havenot beenableto obtainsufficient appropriateaudit evidenceto provide a basis for an auditopinion.
Accordingly, I do not expressan opinionon thesefinancial statements.

Emphasis of matter

19. | draw attentionto the mattersbelow. My opinionis not modified in respectof thesematters.

Going concern

20. The statemenbf financial performanceandthe cashflow statemento the annual financiastatements
indicate thathe MohokareLocal Municipality incurreda netlossof R17 040532 anda netcashoutflow
of R2073970duringtheyearended30 June2012. Theseconditions,alongwith other mattersas setforth
in note46 tothefinancial statements, indicatbe existenceof an uncertaintythat maycastdoubtonthe
municipality'sability to operateasa going concern.

Restatement of corresponding figures

21.As disclosedin note 36 to the financial statementsthe corresponding figuredor 30 June 2011
have been restatedas a result of errors discoveredduring 201112 in the financial statementsof the
Mohokare Local Municipality at, and for the year ended30June2011.

Additional matters

22. | draw attentionto the mattersbelow. My opinion is not modified in respectof thesematters.

Unaudited supplementary information

23. The supplementarynformation setout on page<6 to 32 doesnotform partof thefinancial
statementsandis presentedasadditionalinformation. | havenot auditedtheseschedulesand,
accordingly, | do not expressanopinionthereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

24. In accordancavith the PAA andthe GeneralNoticeissuedin termsthereof, | reportthe following
findings relevantto performanceagainstpredetermineabjectives,compliancewith laws and
regulationsandinternal control, but notfor the purposeof expressingan opinion.
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Pr termin jectiv

25.

26.

27.

| performedproceduredo obtainevidenceaboutthe usefulnessandreliability of theinformationin
the annualperformanceaeportassetout on page27 to 32 of the annualreport.

The reportedperformanceagainstpredetermineabjectiveswas evaluatedagainstthe overall criteria of
usefulnessandreliability. Theusefulnesf informationin the annualperformanceaeportrelatesto
whetherit is presentedn accordancevith the National Treasury'snnualreportingprinciplesand
whetherthe reportedperformances consistentith the plannedobjectives. The usefulnesof
informationfurther relates tovhether indicatorandtargetsare measurabldi.e. well defined,verifiable,
specific, measurablendtime bound)andrelevantasrequiredby the National Treasury Frameworkor
managingprogrammeperformanceinformation.

The reliability of the information in respectof the selectedprogrammesis assessedo determine
whetherit adequatelyreflectsthefacts (i.e. whetherit is valid, accurateandcomplete).

The materialfindings areasfollows:

Usefulness of information

28.

29.

30.

31.

32.

Sectiond1(c) of the Municipal SystemsAct, 2000(Act No. 32 of 2000)(MSA), requiresthatthe
integrateddevelopmenplan (IOP) shouldform the basisfor the annualperformanceeport,therefore
requiringthe consistencyf objectivesjndicatorsandtargetsbetweerplanningandreportingdocuments.
A total of 44% (>20%)of thereportedobjectives 67% (>20%) of thereportedndicatorsand73%
(>20%)of thereportedtargetsarenot

consistentvith the objectivesjndicatorsandtargetsaspertheapprovedDP. Thisis dueto thelack of
reviewproceduresn placeto ensurehatthe IDP andannualperformance repois aligned

The National Treasury Framework for managing programme performance information(FMPPI) requiresthat
performanceargetsbe specific in clearly identifying the natureandrequiredlevel of performance.A
total of 28% (>20%) of the targetsvere not specificin clearly identifying the natureandthe required
level of performance.This wasdueto thefact that managemenivas awareof the requirementf the
FMPPI but did not receivethe necessaryraining to enableapplicationof the principles.

The National Treasury Framework for managing programme performanceinformation requiresthat
performanceaargetsbe measurable.The requiredperformancecould not be measuredor atotal of 28%
(>20%) of the targets.This wasdueto the factthatmanagemenivas awareof the requirement®f the
FMPPI but did not receivethe necessaryraining to enableapplicationof the principles.

The National Treasury Framework for managing programme performance information(FMPPI) requiresthat
indicatorsshouldhaveclear unambiguousdatadefinitions so thatdatais collectedconsistentlyandis
easyto understandanduse. A total of 24% (>20%) of the indicatorswere notwell definedin that clear,
unambiguouslatadefinitions were not availableto allow for datato becollectedconsistently. Thiswas
dueto thefact thatmanagemenivas awareof the requirementf the FMPPI but did not receivethe
necessaryraining to enableapplicationof the principles.
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33. The National Treasury Framework for managing programme performanceinformation(FMPPI) requiresthat it
mustbe possibleto validatethe processesand systemshatproducethe indicator. A total of 24%
(>20%) of the indicatorswere not verifiable in thatvalid processesndsystemghat produce the
informationon actualperformancedid notexist. This wasdueto the fact that managemenivas aware
of the requirementf the FMPPI but did not receivethe necessaryraining to enableapplicationof the
principles.

Reliability of information

34. The National TreasuryFramework for managing programme performanceinformation(FMPPI) requiresthat
processesind systemswhich producethe indicator shouldbeverifiable. A total of 33% (>20%) of the
actualreportedperformanceaelevantto the selectedprogrammesvas notvalid andaccuratevhen
comparedo the sourceinformationandevidenceprovided. This wasdueto the municipality not
implementinga properperformancenanagemensystem.

35. The National TreasuryFrameworkfor managingprogrammeperfonnanceinfonnation(FMPPI)
requiresthatthe indicator be accurateenoughfor its intendeduseandrespondo changesn the level of
performance.| was unableto obtainall the information andexplanationsl consideredchecessary to
satisfy myself asto the accuracyof the actualreportedperformanceelevantto 33% (>20%) of selected
objectives. This was dueto the municipality notimplementinga properperformancenanagement
system.

Additional matter

36. | draw attentionto thefollowing matterbelow. This matterdoesnot haveanimpacton the
predeterminedabjectivesauditfindings reportedabove.

Achievementof plannedargets

37. Of the total numberof 55 targetgplannedfor theyear, 22 targetsvere not achievedduringthe year
underreview. This representg0% (>20%) of total plannedtargetsthatwere not achievedduringthe
year underreview.

Compliancewith lawsandregulations

38. | performedprocedureso obtain evidencethat the municipality hascompliedwith applicablelaws and
regulationsregardingfinancial matters financial managemenandother relatedmatters.My findings on
materialnon-compliancewith specific mattersin key applicablelaws andregulationsassetout in the
GeneralNoticeissuedin termsof the PAA areasfollows:

Strategic planningndperformance management

39. Thecouncildid notadoptin goodtime, a processsetout in writing to guidethe planning,drafting,
adoptionandreview of its IDP, asrequiredby section28(1) of the MSA.
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40. Themunicipality did not establisha performancemanagemensystem,as requiredby section38(a)
of the MSA.

Annualfinancial statementsperformanceandannualreport

41. The financial statements submitted for auditing were not preparednrattial respects in
accordance with the requirements of section 122 of the MFMA. Material misstatements of nor
current assets, current assets, liabilities, revenue, expenditure and disclosure items identified |
the auditors in the submitted financiat&ments were subsequertdtyrected.

Internalaudit

42. The municipality did not establisha functioning internalaudit unit asrequiredby section165(1) of
the MFMA.

43. Theinternalaudit did notauditthe resultsof performanceaneasurementss requiredby section
45(1)(a) of the MSA andMunicipal Planningand PerformanceManagemenRegulation 141)(a).

44. Theinternalaudit unit did not assesshe functionality of the performancenanagemergystemwhether
the performancananagemensystemcompliedwith the requirementof the MSA andthe extentto which
the performancemeasurementaere reliablein measuringhe performanceof the municipality on key
andgeneralperformancendicators],asrequiredby Municipal Planningand PerformanceManagement
Regulation14(2)(b)[(i) I (ii) I (iii)].

45. Theinternalaudit unit did not auditthe performancemneasurementsn a continuousbasisand/or
submittedquarterlyreportson their auditsto the municipalmanagemandthe performanceaudit
committee,asrequiredby Municipal Planningand Performance ManagemeRegulation14(1)(c).

Procuremenandcontractmanagement

46. Goodsandserviceswith atransactionvalue of betweenR10 000and R200000wereprocured
without obtainingwritten price quotationgrom at leastthreedifferent prospective providergs
requiredby municipal SCM regulation17(a) and(c). (Ex.136)

47. Goodsand serviceswith a transactionvalue above R200 000 were procuredwithout inviting
competitivebids, asperthe requirementof SCM regulation19(a) and36(1). (Ex159)

Humanresourcenanagemerdandcompensation

48. The actingseniormanagerdirectly accountabldo the municipalmanageid not have
performanceagreementsasrequiredby section57(2)(a) of the MSA. (Ex.36)
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Revenuemanagement

49. An adequatenanagementaccountingandinformation systemwas notin placewhichrecognised
revenuevhen it was earnedand accountedor debtors,asrequiredby section64(2)(e) of the
MFMA.

50. Interest washot chargedon all accountsn arrearsas,requiredby section64(2)(g) of the MFMA.

Conditionalgrantsreceived

51. The municipality did not submitquarterlyperformancereportsto thetransferringnationalofficer,
the relevantprovincial treasuryandthe National Treasury within 30 daysafterthe endof each
quarter,asrequiredby section12(2)(c)of the DoRA.

52. Projectswere not implementedin line with the detailscontainedin the IDP, asrequiredby the
Division of RevenueGrant Framework,GazetteNo0.34280.

Budget

53. Expenditurewasincurredthatwas not budgetedor andin excessof the limits of theamounts
providedfor in the votesof the approvedbudget,in contraventionof section15 of the MFMA.

Financialmisconduct

54. Investigationsvere notinstitutedinto all allegationsof financial misconductagainstofficials of the
municipality, asrequiredby section171(4)(a) of the MFMA due tothefact thatirregular andfruitless
andwastefulexpenditurevas incurredbut was not investigated.

Expenditure management

55. The accountingofficer did nottakereasonabletepsto preventunauthorisedandirregular
expenditureasrequiredby section62(1)(d) of the MFMA.

56. Sufficientappropriateauditevidencecould not be obtainedthat moneyowing by the municipality
hadalwaysbeenpaidwithin 30 daysof receivinganinvoice or statementasrequiredby section
65(2)(e) of the MFMA.

Asset management

57. The accountingofficer did not take all reasonablestepsto ensurethat the municipality had and
maintaineda managementaccountingand information systemwhich accountsfor the assetsf the
municipality asrequiredby section63(2)(a) of the MFMA.
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Internal control

58. | considerednternalcontrol relevantto my audit of thefinancial statementsannualperformance
reportandcompliancewith laws andregulations.The mattersreportedbelowunderthe fundamentals
of internalcontrol arelimited to the significant deficienciesthatresultedin the basisfor qualified
opinion, thefindings onthe annualperformanceaeportandthefindings on compliancewith laws and
regulationsincludedin this report.

Leadership

59. The leadershipdid not effectively evaluatevhethermanagemenhadimplementedeffectiveinternal
controls. Theydid not gaina comprehensivainderstandingf how seniormanagemenmembershad
mettheir responsibilitiesn termsof ensuringproperrecordmanagemenin respecof preparinghe
annualfinancial statements.

60. Theleadershiglid implementthe necessargontrolsto preventnoncomplianceo the SCM regulations
andtook the necessaractionto addresshelack of disciplinein thefinanceandSCM directorates;
howeverthis still resultedn noncomplianceto the procurement

61. legislationwhichin turn gaveriseto the high levelsof unauthorisedfruitlessand wastefuandirregular
expenditurancurredin thefinancial statements.

62. The leadershipof the municipality did not effectively develop,implementandmonitor internal
control procedureso ensurethat quarterlyfinancial statementsre preparedandsubjectedo review.
This oversightresultedin the challengedacedto submitfinancial statements$o auditthat arefully
compliantto the SA Standardf GRAP and necessitatethe amendmenbf financial statements
providedfor auditpurposes.

63. The leadershippartly implementedcontrolsto ensurecompliancewith laws, regulationsandinternally
designedpoliciesand procedures.As a result,significant non-complianceissueswvere noted.

Financial and performance management

64. Effective performancesystems processeand proceduress wellas themanagement theredfad
not beenadequatelydevelopedandimplemented.

65. Dueto oversighton the partof the accountingofficer, the regularreview and monitoring of
complianceto laws andregulationswere not sufficiently prioritisedin the municipality. As aresult,
significantnon-complianceissueswvere notedthat could havebeenprevented.

66. The staff within thefinancedirectorateof the municipality lackedthe appropriateskill andcompetence
andthis necessitatethe municipalityto makeuseof consultantgo supplemensuchconstraints.
Consultantsassistedvith the preparatiorof anassetregisterandthe preparatiorof thefinancial
statements.

67. Dueto time pressurébroughtaboutby thefact thatthe procesof preparingthefinancial statements
wereonly startedlatein thefinancial year,when appointmenbof the consultants werénalised
sufficienttime was not availableo the chief financial officer to properly reviewsuchstatementgor
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completenesgndaccuracyprior to submissiorthereoffor auditing. Thisresultedin manyfindings
relatingto incorrectdisclosurenvhich were subsequently corrected.

68. Staffwithin the financedirectorateof the municipality hadan insufficient understandin@f the
accountingramework. This contributedtowardsthe numerouserrorsthatweresubsequently
correctedn thefinancial statement®f the municipality.

Governance

69. Managementid not establishafunctioninginternalaudit unit.

OTHER REPORTS

70. Investigationsare beingconductedoy independentonsultingfirms on requestof the municipality and
the premier'soffice. Theinvestigationsvere initiated basedon allegations ofrocurement
irregularities. The investigationswverestill on-going atthereportingdate.

hilidor - Geral

Bloemfontein

30 November2012

AUDITOR-GENERAL SOUTH
AFRICA

Auditing /o build public confidence
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1.1.7.1Audit Action Plan

Category

Receivables
from exchange
transactions

Sundry debtors

Findings

Application forms and other
supporting documents for
certain indigent consumers
could not be submitted to

determine whether the
applicant qualifies for
indigence.

A difference of R2 231 098
was noted in the prior year
between the debtors system
for bad debts written off for
which council approval was
obtained and the amount
disclosed in note 4 to the
financial statements.

Lack of supporting
documentation for  sundry
debtors of R 1 158 062
(2011: R 1 156 845) as
disclosed in the financial
statements due to the lack
of sufficient appropriate audit
evidence for debit
transactions with an
estimated value of R497 436
processed against sundry
debtors accounts.

Management Action Plans

A ward profile will be conducted
to identify indigent consumers
and all necessary application
forms and other supporting
documents will be completed and
filed in terms of Part 2 of the
municipality's indigent policy to
determine whether the customers
qualifies for indigent subsidy.
Completed application forms and
supporting documents will be
retained for record keeping and
to prove to the auditors in future.

These relate to prior vyear
adjustment, a project will be
undertaken where all the prior
year mistakes will be corrected
and efforts will be made to get

the relevant supporting
documents in place.

Al journals will be filed
systematically and  relevant

supporting documents will be
attached in each journal before
sign off by authorised personnel.
Supporting documents for any
journals which may be requested
by auditors will be submitted in
time per agreement with auditors
in future.

Reconciliations of sundry debtors
and the review by the senior will
be done on a monthly basis. This
will include scrutinizing sundry
debtors account transactions and
performing the age analysis to

identify old items and items
posted incorrectly into this
account.

Responsible
Person

Chief Financial
Officer/Community
Services Office

Chief Financial
Officer

Chief Financial
Officer

Expected
Outcome

31 March

2013

30 June

2013

28

February

2013
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Category

Accumulated
surplus/(deficit)

Property, plant
and equipment

Findings

The auditors were unable to
obtain sufficient appropriate
audit evidence for the prior
year balance of the
accumulated  surplus of R
303 217 865 as disclosed in
note 19 to the financial
statements due to the lack of
sufficient appropriate audit
evidence for the corrections
made against the
accumulated surplus account
as disclosed in note 36.1 to
the financial statements.
Furthermore, the VAT debtor
in the prior year is overstated
by R 4662 950 and also
should have been adjusted
against the accumulated
surplus/deficit as disclosed in
note 36.1 to the Financial
statements. Consequently |
was unable to determine the
existence, rights and
obligations, = completeness,
valuation and allocation of
accumulated surplus for the
prior year as well as for the
other accounts affected by
the adjustments.

The valuation of property,
plant and equipment (PPE)
of R289 711 938 (2011:
R289 510415) as per note 8
to the financial statements
could not be confirmed as
additions from 1 July 2009
to 30 June 2011 of R67 503
523 were not valued in line
with the requirements of the
South African Standards of

Generally Recognised
Accounting Practice, GRAP
17, Property plant and

Management Action Plans

The reconciliations workings will
be retained to give evidence of
existence of receivables and
valuation of debtors.

Accumulated surplus
investigations and adjustments
will be done as the other findings
with impact to prior years as
raised are being investigated and
get adjusted. The matter will be
investigated, supporting
documents as evidence shall be
gathered to support the prior
year 6s accumul
balance; and when necessary
adjustments  will be done.
Supporting documents evidence
shall be retained.

A project will be undertaken
where all the prior year mistakes
will be corrected and efforts will
be made to get the relevant
supporting documents in place.

The valuation project will be
undertaken by management to
ensure that PPE additions from
1 July 2009 to 30 June 2011
of R67 503 523 is valued at cost
and not deemed cost in line with
the requirements of the South
African Standards of Generally
Recognised Accounting
Practice, GRAP 17 and
Directive 7. Management will try
to retrieve supporting invoices
from 2010 and 2011 voucher files
and efforts will be made to obtain

Responsible
Person

Chief Financial
Officer

Chief Financial
Officer

Expected
Outcome

30 June

2013

30 June

2013
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Category

Payables

Long- term
liabilities

Findings Management Action Plans Responsible
Person
equipment, read in invoices from suppliers as a
conjunction  with Directive means of last resort. All future
7. PPE addi tionséo
documentations and approvals
will be kept in additions file and
assets will be included in the
fixed asset register with unique
no and location details.
Lack of sufficient These relate to prior year Chief
appropriate audit evidence adjustment, a project will be Financial
for transactions and journals undertaken where all the prior Officer
processed against the trade year mistakes will be corrected
payables account and efforts will be made to get
amounting to the relevant supporting
documents in place.
R 5116 443.
No loan agreement could This matter is being Municipality
be obtained for loans of R investigated and municipal Management
11 649 057 (2011: R6 198 management will recommend

905) from the electricity
service provider. Auditors
were unable to confirm the
rights and ownership,
existence and valuation of
these loans by alternative
procedures. The
disclosure of and calculation
of the current portion of
long-term liabilities could
also not be confirmed due
to the limitations identified
above.

that loan agreements between
CENTLEC and funders will be
requested from funders, if
CENTLEC is not in position of
the agreements and if funders
do not have, then the
agreements will have to be re
drafted. The split between short
term and long term liabilities will
be supported by calculation
schedule in the next financial
year.

The municipality will
recommend to CENTLEC that
the control to ensure that all our
SLA, contracts, Loan
agreements is in place will be
introduced (Contract
management). This will be
achieved through maintaining of
the register relating to SLA,
contracts, Loan agreements
and through a bi-annual review

Expected
Outcome

30
June
2013

March

2013
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Revenue

No sufficient appropriate
audit evidence obtained from

the municipality and its
electricity service provider
for transactions  with an

estimated amount of R 19
106 280 included in the
amounts of service charges
of R35 847 242 (2011: R28
275 180), government
grants and subsidies for the
prior year of R68 189 764,
rental of facilities and
equipment  of R663 136
(2011: R656 777), fines of
R157 143 (2011: R156 055)
and other income of R567
172  (2011: R974 842)
included in the total revenue
of R120 257 072 (2011: R
106 380 325) as disclosed
in notes 20 to 26 of the
financial statements.
Furthermore, alternative
procedures confirmed that
the total revenue might be
overstated by R2 277 798,
but the amount of the
overstatement could not
be accurately determined

due to a lack of
reconciliations, supporting
documentation and

registers.

of all SLA, contracts, and loan
agreements to ensure that
whatever is in the register is
backed by an existing physical
SLA, contracts and loan
agreements in place.

Service Charges

Supporting documents for billing
customers will be retained as
evidence to support the revenue
figure, the listing/sub ledger of
revenue generated in terms of

billing to individual will be
generated and be reviewed
every month. The recon

between the monthly listings
mentioned above will be
reconciled to the GL every
month and will be reviewed.
The sub ledger and the
reconciliations will be retained
as supporting documentation.

Government  grants and
subsidies.
These relate to prior year

adjustment, a project will be
undertaken where all the prior
year mistakes will be corrected
and efforts will be made to get

the relevant supporting
documents in place.

Rental of facilities and
equipment.

The register for the use of
facilities will be kept and
updated by the community
services office, the customer

Chief
Financial
Officer and
Community
Services
Manager

31

March

2013
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and the municipality official will
both sign off the register for
booking events. Bookings for
rentals of Hall facilities are done

at t he communi
offices and payments are made
at t he Mu n i fices.p

Reconciliations  between the
bookings register and rental
income  received will  be
performed and reviewed on a
monthly basis going forward.
Rental income sub ledger will
be reconciled to the GL and will
be reviewed and this will be
retained as supporting
documents.

Traffic fines

The traffic fine books with the
copy of traffic fines issued will
be kept and filled by the
municipality in the form of traffic
fine register, a monthly recon of
the traffic fines will be prepared
and reviewed by management.
Traffic fine register will act as a
sub ledger and will be
reconciled to the GL and get
reviewed on the monthly basis.

Other revenue

All transactions classified as
other revenue will be
categorised into specific type of
revenue e.g. Traffic fines and
rentals of facilities and the sub
ledgers will be created for them
as indicated above. All the other
Apureo ot her i
included in the other income
listing (sub ledger) and all
supporting documents will be
kept. The sub ledger will be
prepared and reviewed every
month and will be reconciled
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Revenue

Expenditure

The auditors were unable to
obtain all the information
and explanations deemed
necessary to determine the
occurrence, completeness,
accuracy, cut off and
classification of revenue of
R37 234 693 (2011: R98
096 563) and to determine
whether any adjustment
relating to revenue in the
financial statements was
necessary.

The municipality could not
provide sufficient appropriate
audit evidence from the
municipality and its electricity
service provider for
transactions with an
estimated amount of RS8
376 236 included in the
amounts related to bulk
purchases, general
expenditure, repairs and
maintenance, grants and
subsidies paid and
contracted services
amounting to R42 962 462
as disclosed in notes 27 to

and reviewed every month.

Overstatement of revenue

Registers, reconciliations,
record keeping of supporting
documents and sub ledgers will
be introduced in the way similar
to whatés state
that occurrence of revenue is
substantiated.

Occurrence, completeness,
accuracy, cut off and
classification of revenue

Appropriate supporting
documents will be kept all
revenue, the internal auditors
will be tasked to look at the
revenue process to see how it
can be improved and training
will be provided to revenue staff
if there is a need.
Reconciliations will be prepared
and reviewed on the monthly
basis.

All expenditure vouchers from
the 01 July 2012 i 31
December 2012 relating to the
municipality have been filled
and are readily available for
audit purposes and this will be
done from now going forward.
The municipality will engage
CENTLEC and recommend that
its expenditure office must
ensure that all future
transactions are supported by
invoices before it is paid by the
municipality. The municipality
will recommend to CENTLEC

Chief
Financial
Officer

Chief
Financial
Officer

31

March

2013

On-

going -

30
June
2013
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Capital
commitments

35 of the
statements.

For the prior financial year
the municipality could not
provide sufficient
appropriate  audit evidence
to support the occurrence
of expenditure of R 6 307

132 which includes
duplicate payments of R
1270 286, duplicate

recordings of R 1 108 814
and expenditure of R 357

575 recorded in the
incorrect period.
Furthermore sufficient
appropriate audit

evidence was not available
by the electricity service

provider to support the
occurrence,
completeness,
accuracy, cut-off and

classification of electricity
bulk purchases of R16 136
859 for the prior financial
year.

The auditors were unable to

obtain sufficient
appropriate audit evidence
to confirm the

completeness  of capital
commitments stated at R
2 333 908 (2011: R 2 346
453) for commitments
approved and
contracted and R 42 739
744 (2011: R 12 407 994)

financial that

Contract management
function be introduced and all
contracts with service providers
be filed in the secure place,
ensures that they are valid
(signed) and suppliers will be
required to issue invoices
according to contract terms
before payments are made for
all transactions relating to
Mohokare Local Municipality.

These relate to prior year
adjustment, a project will be
undertaken where all the prior
year mistakes will be corrected
and efforts will be made to get
the relevant supporting
documents in place.

Capital commitments
register/schedule will be
prepared and reviewed by
responsible official and this will
be reconciled to the GL bi
annually and the GL and sub
ledger recon will be done.

Chief
Financial
Officer

Chief
Financial
Officer and
Director
Technical
Services

30
June
2013

On-
going -
30
June
2013
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Irregular
expenditure

Fruitless and
wasteful
expenditure

for commitments
approved and not yet
contracted, as disclosed in

note 45 to the financial
statements.

An  estimated irregular
expenditure  of R21 997

094 (2011: R25 093 393)
was identified during the
audit that was incurred due
to the supply chain
management (SCM) policy
and SCM regulations not
adhered to. This irregular
expenditure was
subsequently disclosed
in note 433 to the
financial statements as
required in terms of section

125(2)(d) of the MFMA.
Furthermore, sufficient
appropriate audit evidence
that management has
properly identified,
investigated and recorded
all irregular expenditure
transactions during the
current and  prior year

could not be obtained.

The auditors could not obtain
sufficient appropriate audit

evidence that the
municipality  has properly
identified, investigated and

recorded all fruitless and
wasteful expenditure
transactions  during  the
current and prior year of R2
363 181 (2011: R2 086 252)
as disclosed in note 43.2 to
the financial statements.

Management will ensure that
supply chain  management
(SCM) policy and SCM
regulations are adhered to,
which will include the
introduction of the Unauthorised
and Irregular Expenditure Policy
to be approved by Mohokare
Local Municipality council. All
SCM staff will be sent to SCM
course for them to update their

knowledge and grasp key
principles.
The irregular expenditure

listing/register will be prepared
and kept up to date and get
reviewed every month and be
reported to the  council
condonement and will be
submitted to the auditors on
their request in time.

Management ensures that the
municipality does not incur
fruitless and wasteful
expenditure; in instances where
the expenditure is unavoidable,
it will be dealt with in terms of
fruitless and wasteful policy and
will be reported to the council
for condonement.

The fruittess and wasteful
expenditure listing/register will
be prepared and kept up to
date and get reviewed every
month and be reported to the
council condonement and will
be submitted to the auditors on

Chief
Financial
Officer

Chief
Financial
Officer

On-

going -

30
June
2013

On-

going -

30
June
2013
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Presentation
and
disclosure

Cash flow
statement

Going
concern

Contrary to the requirements
of Section 15(2)(d) of the
MFMA, the distribution loss
from water service was not
disclosed in the financial
statements while the
electricity distribution losses
amounted to R112 040287
as disclosed in note 44.9 to
the financial statements.

The auditors were unable to

obtain sufficient
appropriate audit
evidence to determine
whether the cash flow

statement and the related
notes were fairly stated.
Taking into account the
misstatements and scope
limitations identified in the
financial statements, as
set out in this report, The
auditors  were unable to
practically quantify  the
misstatements in the cash
flow statement and notes
thereto. Consequently,
The auditors were unable to
determine the accuracy,
completeness and
disclosure of the cash flow
statement and related
notes.

The statement of financial
performance and the
cash flow statement to
the annual financial
statements indicate
that the Mohokare Local
Municipality incurred a
net loss of R17 040 532
and a net cash outflow of
R2 073 970 during the
year ended 30 June
2013. These conditions,
along with other matters
as set forth in note 46 to

their request in time.

All distribution losses will be
disclosed in the 2013/14
financial statements once the
municipality has introduced the
project to install meters in the
water service areas.

Cash flow statement will be
more accurate when the
abovementioned management
action plans have been
implemented and all audit
issues have been resolved.

Cash flow projections indicate
that the Municipality will break-
even by the 30" June 2013

Chief
Financial
Officer

Chief
Financial
Officer

Chief
Financial
Officer

31
March
2014

30
June
2013

On-
going -
30
June
2013
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the financial statements,
indicate the existence of
an uncertainty that may
cast doubt on the
municipality's ability to
operate as a going
concern.
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1.2.7. Satubry AnnualRepot Process

Activity

Timeframe

1 Corsiceration of next finandal yea® Budget and IDP process plan. Except
for the legisktive cortent, the process plan shoud confirm in-year reporting
formats to ersure that reporting and monitoring feels seanlessy into the
Annual Report process at the end of the Budget/ IDP implemertation
period.
- — duly
2 Implementation and monitoring of apgoved Budget and IDP commences
(In-year financal reporting).
3 Finalise 4" quarter Report for previous financial year
4 Submit draft 10/11Annud Repat to Internal Audit and Auditor-Generd
5 Municipal ertities submit draft annualrepats to MM
6 Audit/ Performarce committee corsiders  draft Annual Repat  of
municipdity andertities (where relevant)
7 Mayortadesthe unaudited Annual Report
August
8 Municipdity submits draft Annual Repat induding corsolidated annua
financia statements and performance repat to Auditor Generd.
9 Annual Peformarce Repat as submitted to Auditor Geneal to be
provided asinput to the IDP Andysis Phase
10 | Auditor General assasesdraft Annual Report induding consolidaed Annual
FinancialSatemens and Performance data
11 | Municipditiesrecdve andstart to address the Auditor Generd sGomments September &
October
12 | Mayortaldes Annual Report and aulited Finangal Saements to Council
complete with the Auditor- Genera s&eport
13 | Audited Annual Report is made publlic andrepresentation is invited Novernber
14 | Ovesidit Committee assesesAnnual Report
15 | Cound adopts Ovesidt report
16 | Ovesidht report is made public D ber
17 | Ovesidght report is submitted to relevant provindal councils
18 | Commencenent of draft Budget/ 1DP findisation for next finangal yea. January
Annua Report andOvesght Repats to be used asinpuit.
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Her worship the Mayor : CouncilMA Shasha
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TOP MANAGEMENT TEAM
Municipal Manager
Mr. C.T. Panyani

Chief Financial Officer. Director: Corporate Director: Technical
Mr. J.V. Nkosi Services Services

MeL. V. NgokeRametse Mr. M.N Tsoamotse
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Councillors and staffho attended strategic meeting on 24 February 2012

Councillors

FRONT: MJ Sehanka, MA Shasha (Mayor), S Pokane, | Mehlomakulu
BACK: L Lekhula, TE Backward, KS Khasake, MA Letele

The venue and some of the delegates.

] r \
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Chapter 2:
Governarce Political & Administrative

2.1.PoliticaGovernance

Mohokae Locd Municipdity was estaldished in terms of the provinda Gazette No. 14 of 28
Felruay 2000issued in terms of Sedion 21 of the Locd Government Notice ard Municipa
Demarcation Act N0.27 of 1998

Mohokare is Locd Municipdity ard was estalished on 5 Decanbe 2000.Mohodkare is made
up of three former TLC Locd Authorities which are Zastron, Rouxville ard Snithfield. The
2008/2009demarcdaion processes saw this Municipdity inarease from having only 5 wards to
6 wards ard this process brought about a gain of one more sed in the coundl, mearnng tha
Mohokae now has a totd numbe of 11 public representaives constituting the council,
however this did not charge the type of a coundl Mohokare was, it remaned to be a plenary
type of a Council.

Subsequent to the succesdully held May 18, 2011 Locd Governmert eledions, the Coundl
changed asoutlined below;

1. Mayor & Ward 4 Coundlor: Clir. M.A. Shasha
2. Wad 1 Coundlor Clir. T. Khasake

3. Ward 2 Coundlor Clir. M. Letele

4. Wad 3 Counglor Clir. L Lekhula

5. Ward 5 Coundlor Cllr. E.T. Backward
6. Ward 6 Coundalor Cllr. R. Thuhlo

7. Democratic Alliane@ PR Coundlor Clir. 1 Riddle

8. Democraic Alliane@ PR Coundlor Cllr. S.Pokane

9. Africen Nationd Congress PR Councilor Cllr. M. J. Sehanka
10. African Nationd Congress PR Councilor Clir. N. I Mehlomakulu
11.Africen Nationd Congress PR Councilor Cllr. S.B. Mgenge
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It is evidert from the party dlocaions that the Mohokare Locd Municipd Coundl is ANC
led, with nine (9) coundlors from the ANC ard two (2) from the DA.

2.1.1 Council Committees

The new Council dflohokae Locd Municipd Council resolved to estaldish section 79
committees ard named them asfollows,

COMMITTEE MEMBERS

OVERSIGHT COMMITTEE | Clir I. Riddlg(Chairperson)
Clir 1. Mehlomakulu

ClIr B. Majenge

Ps L. Then¢Community
Member)

Me L LephutindCommunity
Member)

Mr V Vapi(Community
Member)

SEC79 COMMITTEES CllIr I. Mehlomakulu
Corporate Services (Chairperson)

Cllr M. Sehanka

Cllr M. Letele

ClIr B. Majenge

Technical Services Cllr B. Majenge (Chairperso
Clir T. Khasake

CliIr L. Lekhula

Clir I. Riddle

Planning& LED ClIr E. Backward
(Chairperson)

Clir R. Thuhlo

Cllr S. Pokane

CllIr 1. Mehlomakulu
Finance Committee ClIr R. Thuhlo (Chairperson
Cllr M. Sehanka

Cllr M. Letele

CliIr 1. Mehlomakulu
Community Services Clir T. Khasake (Chairperso
ClIr E. Backward

ClIr R. Thuhlo

CliIr L. Lekhula

Important to note from the above committees is the
following;

a Tha the Audit committee is adistrict shaed committee utilized by dl
Municipditieswithin the Xhariep District
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21.2. Council
Resolutions

The Council is the policy maker, dedson maker and the ultimate accountability for this
studure is to the communities that they repesent, therefare dl busness tha
Council undertekes is of the interest of its consttuency which ae communities in
Mohokare jurisdiction.

The Coundl implemerts its objedives by takng resolutions on how to improve people®
lives ard the implementation of these resolutions is deegated to the Acwunting
Officea, the Municipa Manager. During the 201106 2012 period, 50% of the resolutions
taken are in the process of beng completed (ingoing implementation).
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AdministrativeGovernance

Mohokae Locd Municipdity strives for improved service delivery and efficiercy in customer
cae relaions, in order to do thesetasks the Municipdity has an organizationd strudure that
talks to the needs of Coundl and the Powers and Fundions of aplenay type Municipality.

The Municipd Manager as the Accounting Officer has ersured tha the organizationd strucure
that will enalbe the implementation of service delivery tasks is reviewed.

The Municipdity is healed by the Municipd Mareger and Manaers diredly accountalde to
the Municipa Manager, curertly the top managemernt stucture of Mohokare Locd
Municipdity is as shown below;

VRS
Municipal Manager:
Mr. T. C Panyani

~
S = = .

. . . . . . ; Corporate Services:. Director:Community
Chief Financid Officer Director:Technicd Manager Director Services
N N N_
v
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During the 2A1/12 finanda year, dl posts of Managers diredly accountabde to the
Municipa Manager were filled with the excepon of the Director: Community
Services, asoutlined below;

Chief Finangd Office: Mr. J. V Nkosi
Director:Tednicd Services Mr. M. N. Tsoamotse
Acting Community Services Manager: Mr. T. Lekwaa
Director:Corporate Services: Mrs. L. V Ngoko

The Municipd Manager ard the Heals of Depatment extended to the Integrated
Development Plannng Manager & the Locd Economic Development Manaer form the
mana@ement of Mohokare Locd Municipality. Theefore the Management strudure is as
shown below;

Municipd Manager:

M r.T\.ijyani

IDP Manager: LED Manager
Mr. S L. Mgenge Mr. N.S Buyeye

D
D

D€
|C

/N /N

CEO: Mr. J.V Director: Director:Corporate Acting Commurity

i Technica P _
Nkosi ' Sevices. Mrs. L. :
Serviceg\Vir. M. Ngoko Sevices Manager: Mr T.A

\/ Tsoamotse Lek\@/

C
C
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23 Inter-governmentalRelations

The Inter-governmenta Relaions Framework Act 13 of 2005 seks to estadish a
framework for the Nationa, Provincid amd Locd governments to promote ard fadlitae
intergovernmenta Relations to provide for mecharisms ard procedures to fadlitate the
sttlement of intergovernmenta disputes ard to provide for matters conneded herewith.

Informed by gquiding legidation ard policies related to IGR structures, Xhaiep District
Municipality estblished an IGR forum where which Mohokare as a Municipdity is a
member of, this forum holds medings quaterly to ergage on issies peataning to service
ddivery. There are two studures of IGR, the Politicd IGR ard the Tednicd IGR; The
Politicd IGR is the strudure for Mayors ard Coundglors and the technicd structure for
Municipa Managers ard Key Managers & Officials.

The Municipdity guided by the framework and other padlicies in good relaions with other
government departmerts for the sole reason of service ddivery; it can be noted that the
Mohokare Regiond Bulk Water Scheme projed funded by the Municipd Infrastructure Grart
is aresult of good relations beween the Municipdity and othe government sedors such as
the department of water affars ard the Office of the Premier.

2.3.1. Reltonship with municipal entities

Mohokare Locd Municipdity does not have any entities.
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Chapter 3: Public
Accountability and Participation

3. Public Accountability and Participation

Public accountahility pertans to the obligations of persons or ertities entrusted with public
resources to be answerable for the fiscd, maregerid and program respongbilities that have been
conferred on them ard to report to thosetha have conferred these responsibilities.

It is clea tha municipdities induded, have an obligation to account for the way resources are
dlocaed and used, ard the results achieved. In othe words, the man objedives of dl pubic
acountablity initiatives are to ensure tha public money is spent most economicaly ard
efficiently.

Chapger four (4) of the Locd Government Municipd systems ad 32 of 2000 states tha a
municipdity must develop a cuture of municipa governance that complements forma
reesentative governmert, with a sysem of paticipaory governance This promotes
accountahlity and participaion.

Mohokae utilises gened ward medings, mass medings and public notices to diseminae
public information,; this is done through a council adopted annua schedule of meetings with the
communities.

3.1. Public Meetings
3.1.1. Communicaton, Participation and Forums

Mohokae has a communicaions policy adopted by coundl and communicates to
communities through the coundl adopted schedule of medings as mentioned earlier; thee are
quaterly hdd mass medings for the Mayor and Ward Coundlors hold thar ward medingsbi-
monthly; and Ward Committees have been established.

During the review or devdopment of the Integrated Development Plan amd the Budget
consultation sessons are hdd with stekeholders armd community meetings are dso held to
fadlitate the process

Thee is dso a ga&kelolders forum chared by the Mayor, consttuted by dl government
depatments offering services in the jurisdiction of Mohokae Locd Municipdity, this
stakeholder forum holds monthly regular meedings ard are well attended.

The information on the performance of ward committees was not avallade by submisson of the
2011/201ZAraft amud report.
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3.2. |IDP Participation

Mohokae Locd Municipdity reviews anrualy the IDP document as dictated by the Locd
Government Systems act ard the MFMA. This process is owned ard undertaken and owned
by the Counal through the adoption of the budget time-lines and the process plan tha will be
advertised in locd newspgoers, medings are then conveneal for stekeholders and communities to
ersure extensve participaion by the locad community.

The 2011/ 2012IDP and the Budget were successully reviewed usng the processes stated
above. The advertised processplan that was adopted by council isoutlined here below;
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Chapter 4:
CorporateGovernance

4. Corporate Governance

Corporate governarce is a term tha refers broadly to the rules, processes, or laws by which
busnesses are opeaed, regulated, ard controlled. The term can refer to interna factors
defined by the officea's, stockholders or corstitution of a corporation, as well as to externd
forces such as consumer groups, clients, and governmert regulations.

WEell-defined ard enfaced corporate governance provides a structure tha, a least in theory,
works for the berefit of everyone concerned by ensuring tha the erterprise adheres to
aceped ethicd stndards and best pradices as well as to forma laws. To tha e,
organzations have been formed a the regiond, nationd, ard globd levels.

Municipdities too, areexpeded to practice well-defined carporate governance
4.1. RiskManageanent; Anti-Corruption & FraudPrevention

The Municipdity does not have a risk mangement policy; however the Xhaiep District
Municipdity, in October 2010, apponted a Chief Risk Officer to be utilized by dl locd
municipdities in the distict. An Anti 8 Fraud and Corruption Staegy exists and was
developeal in 2008,but has not been reviewed.

The Chief Risk Officer corducted the Risk Assessnernt during August 20111t should be noted
with importance tha the Chief Risk Officer completed the following exercises,

a. Fraud and CorruptioRolicy
b. Frad Prevention Strategy

And;

Macrae Operational Risk Registers were completed for all departm2atduby 201ith the
exception oCommunity Services.

The Fraudand Corruption Policy Worksgts were held from 041 November 2011.
42. Supply Chan Management

Suppdy Chain Management (SCM) is the oversght of materids, information, and finances as
they move in a process from supplier to manudadurer to wholesaler to retailer to corsumer.
Suppy chan management involves coordinging ard integrating these flows both within ard
among comparies. It is sad tha the ultimate god of ary effective supply chan management
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