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REPORT OF THE JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE
(JAPAC) TO THE OVESTRAND MUNICIPAL COUNCIL

3/2/3/12
DC Van Der Heever (028) 313 5035 Internal Audit Services
13 September 2018
1. Executive Summary
The purpose of the report is to present Council with the Report of the Joint
Audit and Performance Audit Committee (JAPAC) in terms of the reporting
requirements as per paragraph 3 of the JAPAC Charter, approved by Council
on 21 May 2017.
2. Service Delivery and Budget Implementation Plan - IGNITE
Office of the Municipal Manager
Internal Audit Services
3. Compliance with Strategic Priority
Provision of democratic, accountable and ethical governance
4. Delegated Authority
None
5. Legal Requirements
Section 166 of the Local Government: Municipal Finance Management Act, No
56 of 2003
Regulation 14(4)(a) of the Municipal Planning and Performance Regulations
Overstrand Municipality Joint Audit and Performance Audit Committee Charter
6. Background/Discussion

\‘

o

The reporting requirements as per the Joint Audit and Performance Audit
Committee (JAPAC) Charter provides that the chairperson of the audit
committee will report on a quarterly basis to the Overstrand Municipal Council
on the operations of the Internal Audit Unit and the JAPAC.

. Financial Implications

None
Staff Implications

None
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9. Comments from other Departments, Divisions and Administrations

None
10.Annexures

Annexure A: Report, dated 31 August 2018, prepared by the Chairperson of

the JAPAC

Annexure B:  Minutes of the JAPAC meeting dated 30 May 2018
RECOMMENDATION TO THE COUNCIL:
that the report from the Joint Audit and Performance Audit Committee to the
Overstrand Municipal Council be noted.

RESPONSIBLE OFFICIAL : DC VAN DER HEEVER

TARGET DATE FOR IMPLEMENTATION : 26 SEPTEMBER 2018
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Aninensie: A

Vi

Date: 31 August 2018

To: The Gverstrand Municipal Council
¢/o The Speaker — Alderman A Coetzee

Copied to:

o Members of the Joint Audit and Performance Audit Committee (for information)
s The Executive Mayor {for information)

¢ The Municipal Manager (for information)

e  Chief Audit Fxecutive {for information)

REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TC THE MUNICIPAL COUNCIL
REPORT 2 OF 2017/18 FINANCIAL YEAR

Reporting Reguirement{s}

in terms of paragraph 3.7 of the JAPAC Charter, the chairperson of the committee is required to report
to the Overstrand Municipal Council on the operations of the Internal Audit unit and the loint Audit
and Performance Audit Committee/ Audit Commiitee. The reporting should include a summary of the
work performed by Internal Audit and the Joint Audit and Performance Audit Commitiee/ Audit
Comymnittee against the annual work plan, issues, and related recommendations.

Attached, please find the following:

Annexure A:  Report of the Joint Audit and Performance Audit Committee for the period 01 April
2018 to 30 June 2018, S

Yaurs truly

Chotrman af Joint Audit and Performance Audit Committee
Overstrand Municipality

Email: burton@vsb.co.za

Cali: 073 212 4875

PO Box 285, CAPE GATE, 7562

84¢ Barnard Street, BELLVILLE, 7530

1fPage
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ANNEXURE A ;Zgz;w

OVERSTRAND MUNICIPALITY
REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCEL
REPORT 2 OF 2017/18 FINANCIAL YEAR

i. REPORT ON ACTIVITIES OF THE JAPAC

During the period 01 April 2018 1o 30 June 2018, the JAPAC convenad two {2) meetings, namaely:

»  JAPAC Meeting held on 30 May 2018
e JAPAC Meeting held on 27 June 2018

The attendance of JAPAC mambers at the meetings of the JAPAC was as follows:

M+ B van Staaden Attended Attended
{Chairperson)

Mr R Kingwill Attended Attended
Mr. M Mdludlu Attended Attended
Mr. T Lesihla Absent Absent

2, REPORT ON INTERNAL AUDIT

During the period 01 April 2018 to 30 June 2018 the following internal audit reports/ documents were
presented by the Chief Audit Executive and considered by the committee:

30/05/2018 ICT — Network capacity

Division of Revenue Act n0.3 of 2016

Ageing and deterioration of fleet and small plant.

Loss of records

Municipal conformance to basic standards of buildings used for créches
Disaster management priorities.

Digitising of human resource records.

Loss of records and inadequate storage space.

Inability to perform on mandated traffic and law enforcement functions.
10. Incapacitated work farce due to medical reasons.

11. Follow-up: Procurement process — medical emergencies,

12. Key cantrol assessment: Secand bi-annual review {July 2017- March 2018)
Failure 1o integrate systems

Wi |ejnir|win e

30/05/2018

Naone
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ANNEXURE A :?)if»@«

OVERSTRAND MUNICIPALITY
REPORT OF JOINT AUDIT AND PERFORMANCE AUDHT COMMITTEE TO THE MUNICIPAL COUNCIL
REPORT 2 OF 2017/18 FINANCIAL YEAR

27/06/2018 1. Lossofrecords

2. Follow-up: State of adequacy of traffic and law enforcement vehicles.

3. Follow-up: Limited specialized emergency vehicles {fire, rescue and disaster
management),

4, Evaiuatlng the risk management process,

27/06/2018

6. Operational Risk—Based Audit program 2018/2019

The JAPAC is satisfied that adequate remedial action is being implemented by managemeant in
instances where findings of fundamental or high significance has been reported.

3. INTERNAL AUDIT STAFFING

The JAPAC noted that the Internal Audit Services unit is now fully staffed.

4. RESOLUTIONS OF THE JIAPAC

Copies of the minutes of the JAPAC meetings will be forwarded to Councit once the minutes has been
approved by the JAPAC, The approved minutes of the JAPAC meetings will contain details of all
resolutions of the JAPAC.

The following minutes of JAPAC meeting{s) has been approved during this- reporting per;od and is
hereby attached:

1. Minutes of JAPAC Meeting held on 30 May 2018 - Annexure B

5. REPORT ON PERFORMANCE MANAGEMENT

At the JAPAC meeting hetd on 30 May 2018 and 27 June 2018, the following quarterly reports in
respect of performance management were presented and considered by the JAPAC:

15t Quarter Reports 1. High Level Summary Report: Predetermined Objectives

(02 January 2018 to 31 March 2018) High Level Summary Report; Predetermingd Objectives

internal Audit Report: Predetermined Objectives

{01 July 2017 to 30 September 2017} 2. Internal Audit Report: Predetermined Objectives
2" Quarter Reports 3. High Level Summary Report: Predetermined Objectives
{01 October 2017 to 31 December 2017) &. Internal Audit Report: Pradetermined Objectives
39 Quarter Reports 5. Service Delivery and Budget Implementation Plan
6.
7.

In reviewing the quarterly raports and the performance management system there were no material
findings concerning the usefulness and reliability of the reported information. Where anomalies were
identified, appropriate corrective action{s) were taken by management, as per Internal Audit Services
recommendations, which included pro-active action by management to pravent a re-occurrence
there-of.

3|Page



ANNEXUREA “Ffis
OVERSTRAND MUNICIPALITY
REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCIL
REPORT 2 OF 2017/18 FINANCIAL YEAR

6. REPORT ON RiSK MANAGEMENT

At the JAPAC meeting held on 30 May and 27 June 2018, the following quarterly reports in respect of
risk management were presented a2nd considered by the JAPAC:

30/05/2018 None

27/06/2018 Risk Management Quarterly Report- Fourth Quarter 2017/ 2018
Consolidated Risk Register as at 06 March 2018

Strategic risk register Report on Risk Actions for risks with ineffective controls
Risk Action report as at 19 June 2018

Combined Assurance Model — Fourth Quarter 2017/ 2018

Overstrand Municipality Risk Assessment report 2018/2019

A ISTENTR ST P

7. OTHER MATTERS

The JAPAC noted the occurrence of the recent service delivery protests in the municipal area
concerning the provision of housing and the impact it had on the functioning of the municipality such
as the delay in finalising of certain audit reports, the possible non-achievement of performance targets
and undarspending of the capital budget. '

7.1 FUNCTIONING OF JAPAC
The JAPAC noted that one of its members, Mr T Lesihla has been absent for two JAPAC meetings due
to other commitments. The Chairperson of the JAPAC has raguested Mr T Lesihia to advise the JAPAC

in terms of his ability to continue to discharge his responsibilities as a JAPAC member and is awaiting
his response.

8. NEXT MEETING

 The next meeting of the JAPAC will be held on 18 September 2018,

4|Page




LANNEXURE B 1/14

MEETING OF THE JOINT AUDIT AND PERFORMANCE
AUDIT COMMITTEE

VERGADERING VAN DIE GESAMENTLIKE PRESTASIE
OUDIT EN QUDIT KOMITEE

OTULE

DATE / DATUM: 30 MAY 2018
(WEDNESDAY /| WOENSDAG)

VENUE / PLEK COMMITTEE ROOM / KOMITEEKAMER
{INTERNAL AUDIT) MAGNOLIA HOUSE/ HUIS,
NERINA STREET/ STRAAT
HERMANUS

TiME/TYD 14.00HRS

Internal A..udlgztS ervices
#¥yursnce e .cedfenca”
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| ANNEXURE B 2/11

ERETRANID  Joint audi & Performance Audit Committes nsesting

Minutes of meating: 30 May 2018

MINUTES OF A MEETING OF THE SJOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE (JARAC)
HELD IN THE COMMITTEE ROOM (INTERNAL AUDIT) MAGMOLIA HOUSE, NERINA STREET
HERMAMNUS ON WEDNESDAY, 20™ OF MAY 2018 AT 14:00

1.

OPENING BY CHAIRPERSON
The Chairperson, B van Staaden welcomed averyone present at the JAPAC meeting,

APPLICATION{S) FOR LEAVE OF ABSENCE
Apologias received from the following officiale/members:

1. T Lesihla (JAPAC member}
2. Ald D Coetzes [Executive Mayor)
3. Z Mazuthu {Internal Auditor)

Persong prasent - see the attached sttendance register.

STATEMENTS AND COMMUNICATIONS FROM THE CHAIRPERSON

The Chairperson
The JAPAC is aware of the unrest in the Oversirand area, and reguested from the Municipal

Manager to brief the JAPAC af the next meeting, on the risk implications relating fo the unrest,
land invasion{s) and the housing issues,

The Municipel Manager gave a short summary and update on the unrest, land invasion(s) and
the housing lssUes in the municipal araa.

The JAPAC recognised this as a strategic risk, and recommended that the Municipat Manager
and his team recognise it as a sirategic risk.

The JAPAC recommended that the situation be treated a8 a disaster as it can be doclared as
a disaster. To mobilise the disaster management plan, in order to gain access to all othier
resources evailable to the municipailty.

The Municipal Manager assured the JAPAC that the Municipality is managing the situation

The Municipal Manager will forward a statement by the Executive Mayor which was presented
to Councll today (at the Council meeting held today - 30 May 20“!8)

SO - Motlon kem 01 of 30 May 2018 SR S
The .IAPAC: request a statement by the Executive Mayor which was presemed fo muncli to
be circulated to all JAPAC membars.

RESOLVED

The JARPAC resolved that:

1. The Municipal Manager will circulate a statement by the Executive Mayor.
2. 'The matter be discussed in the next scheduled ordinary JAPAC meeting.
CONFIRMATION OF PREVIOUS MINUTES

13 March 2018: Ordinary JAPAC mesting

The members of the JAPAC considerad the minutes of the ordinary JAPAC mesting dated 13
Mareh 2018,

RESOLVED
That the minutes of the JAPAG meetling dated 13 March 2018 be adopled,

MATTERS ARIBING FROM THE PREVIOUS MINUTES
2

Internal Audit Services

Fronr parelsl i
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AMNEXURE B 3/11

O }?&5 ? MB Jdaint Audit & Ferformance Audit Commbttee mesting

Ninutes of meeting: 30 May 2018

ltern 0% _aind 02 of 13/03/2018 will be addressed in the next scheduled erdinary JAPAC meating
{Carried vvar},

fterrs 03 of 13/03/2018 was dealt with in this mesting {closes off).

STANMDING ITEMS

GQUARTERLY BUDGET STATEMENT REPORT
THIRD QUARTER (JANUARY 2018 - MARCH 2018) FOR THE FINANCIAL YEAR 2017/2018

Report for the period was not vet due for tabling. The report will be tabled in the next scheduled
ordinary JAPAC meeting.

REPORT: SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN (SDBIP)

THIRD QUARTER (JANUARY 2018 - MARCH 2018} FOR THE FINANCIAL YEAR 201712018
Report for the period was not yet due for tabling. The report will be tabled in the naxt scheduled
ordinaty JAPAC mesting,

DEBTCORS COLLECTION REPORT

Report for the period was not yat due for tabling. The report will be tabiad in the next schedufed
ordinary JAPAC meaeting.

CREDITORS REPORT

Report for the period was not yet due for tabling. The report will be tabled in the next scheduled
ordinary JAPAC meeting.

AUDIT ACTION PLAN A8 AT 31 MARCH 2048 .

Report for the peried was not dus for tabling. The report will be tabled in the next scheduled
ordinary JAPAG meeting.

RISK MANAGERENT R

Repori(s) for the period was not dus for tabling. The report(s) will be tabled in the next scheduled
ordinary JAPAC meeting.

COMPLIAMCE WITH GIFT POLICY - GIFT REGISTERS FROM DIRECTORATES

No gift registers/ declarations were subrnifted for consideration.

RESGLVED

The JAPAC noted that no gifi registers/ declarations wera submitted for eonskdetation.

INTERNAL AUDIT SERVICES (IAS) INDEPENDENCE AND OBJECTIVITY

1AS Declaration of Independence and Objectivity is based on the International Standards for the
Professional Practive of Internal Audmng The fallowing stendards sre quoted:

The internal Audff Acrrvdy (MAJ friust be m‘ependem‘ and internef auditors must b olyjective iIn
peiforrning thel work
Standard 1110 ~ Qrosnizational Indepe

The Chief Audiit Exer:ubve {CAE) must repori fe a fsvef within the organizetion that allows the IAA
to Uil #s responsitiites. The CAE must confirm o the Audit Commitiee, at least annually, the
orgenizational independence of the fAA.

Internal Audit Services

"fror partper ik
Axaprince oxcal lenza®
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0 ERS TW D Jolnt Audit & Performance Auwdii Commitize moatlng

Minutes of masting: 30 May 2015

Internal audirm must have an Jmpamaf unbiased attiiude and avoid any confilot of interest.
RESOLYED
Thiat cognizance be taken of IAS independence and objectivity dectaration.

SCOPE LIMITATIONS

The CAE indicated that there were no scope limitations 1o be reported.
REEQLVED

That cognizanee be taken of the raporting Lr.o no scope lmitations sxperienced.

CAE STATUS REPORT
The report will be 1abled for the next scheduled ordinary JAPAC meeting.

RESCGLVED
The JARAG noted the status of audit projects summary,

INTERNAL AUDIT REPORYS

IKTERMAL CONTROL REPORTS

ICT — Metwork Capaciiy

The JAPAC reviewed the contents of (he repon, a few comments! guestions were ralsed:

JAPAC asked Management if there was value added, based on the audit.
The relevancs and timing of the audit after the implementation of MSCOA.

The Director: Managemsnt Services explaingd that Managament view internal Audit
a5 a Management tool.

The Director: Management Services indicated that value was added,

The CFD also confirmed that value wes added by this audi. -

The CFO gave some background information on mSCOA and the cumam status thereof,

Audit CGpinlen/ Conclusion

Based on the audii work performed, Internal Audit Services (IAS) is of the opinion that an
adequate and effective control framework is In place Lr.o Network Capacity, to ensura the
implernentation of mSCOA as per the mSCOA reguiation,

RESOLVED

That cognizancs is taken of the report on ICT — Netwaork Capacity 201 7/2018.

Divislon of Revenue Act No.3 of 2018

The JAPAC rsviewad the contents of the report, 2 few commaents/ questions were raised:

% JAPAC asked management if there was value added, based on the audit. The JAPAG
questioned the timing and scope of the audit, i.e. auditing compliance to the 2018 Division of
Ravenue Act after the AG(SA) already audited compliance to the earne Act abd issued their
audit report in respect of the 2016/17 financlsl.

The CFO oxplained from 8 finance parspective it is just to take note, but indeed value was added.
Also the knowiedgs that it has bean 100% audited in the previous financial year. The CFD also
indicated that the AG{SA) would not ba able o fook at 100% of information.

The JAPAC recommendad that Internal Audit Senvices and Management must do the sudit of

4

Internal Aundit Services
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ANNEXURE B 8M1

ONERSTRANID  soint Audi & Performancs Audit Committee mesting

Minutes of meeting: 30 May 2018

transactions in the year in which it can make a Giflerence. Thal it oplimises the use of scarce
TEBOLTCES.

Audit Oninion/ Concluslon

Based on the audil work performed, internal Audit Servicas (1AS) is of the apinion that a

sontrol framework was in place during 2016/17 financial year ir.p compliance with

legislative requirements as prescribed in the Division of Revenue Act, 2016 and the relevant

DoRA frameworks.

However areas of non-complianca were idenlified with regard 0 the following:

% Section 12, which prescribes the duties of recelving officer in respect of schedule 5
and 7 allocations. This relates to MIG, EPWP and FMG.

% Non-compliance with the conditions of the relevant Trameworks for condiionai grants
as per Annexure W3 of the Division of Revenus Act 2016. This relales to MIG, EPWE
and FMG.

RESOLVED
That cognizance is taken of the content of the Division of Revenue Aot No.3 of 2016.

Agsing and deterloration of flest and smafl planis
The JAPAC reviswed the contents of the repori, no comments/ questions were raised.

Audit Opinlon! Conclusion

Based on the above audit work performed, Internal Audit Services (1AS) is of the opinion that 2
cantrol framework 13 in place but general disregerd for procedures or breakdown in a key contral,

IAS recormmeands that: .

% Athorough study and analysis should be done on all municipal flset vehicies to determine that
the resources (municipal flaet} ars used and managed sffactively, efficlenitly and economically.

4 Fieet management should consider developing, adopting and implementing an asset
maintenance and reptacement plan/pollcy to ensure the mductlun in mst of maintenance and

to increase the fifespan of the assats.
+ Management ensures thai data on the information systems is accurate rehable and complete
to make informed decisions regarding fleet managament,

RESOLVED

That cognizarice s taken of the content of the Audit Report re; Ageing and deterioration of fleet and
small plants 2017/2018.

Logs of records
The raporl will be tabled in the next scheduled ordinary JAPAC mesting of 27 June 204 8.

RESOLVED

That cognizance be taken that the Audit Report on the Loes of records 2047/2018 will be tabled
in the naxt scheduled ordinary JAPAC mesting.

Municipal conformance to basic standards of bulldings used for créches

internal Audit Services completed the report; however the Municipal Manager requested an
axtension on the audlt scope. The report will be tabled at the next scheduled erdinary
JAPAC mesting of 27 June 2018,

The Municipal Manager indicated that there was another audit that be requested of the CAE fo
do (not on the audit coverage plan) and enguired from the JAPAC if he needs permission from

3

Internal Audit Services
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ANNEXURE B 6/11

9 TRANTD  Joint Audit & Performance Audit CommBtiee mesting

Minutes of mesting: 30 May 2018

the JAPAG to ask the CAE to perform a spacific audit.

The JAPAC indicated that they do not need io give permission bul the JAPAC need to be
informed. The JAPAC explained that the charter states the Internal Audit Services may consider
requasts from Manhagemsnt, but such requests must be approved by the JAPAC,

The CAE explained that the MFMA permits the Municipal Manager to request the CAE to
perform a particular auditinvestigation. The CAE also indicated thet the MM in terms of Section
165 of the MFMA, have that authority.

RESOLVED

Thsat cognizanes is takan that the report on the Municipal cordformance to basic standards
of buildings used for crdches 2017/2018 will be tablad at the next scheduled ordinary
JAFAC mesting.

The JAPAT rasoived ihat ai the standing quarterly JAPAC meeting the CAE must report to the
JAPAC on any changes to the Risk Based Audit Plan.

__Aetion ltem 02 of 30 May 2018
The JAPAGC requested that at the standing quarterly JAPAC mesting the CAE must report
io the JAPAC on any changes 1o the risk based audit plan. {new standing item on agenda)

Disaster Management Priovities
The JAPAC reviewed the contents of the repont, a few comments/ questions were raised:

Tha CAE gave some background information io the disaster management function and indicated
that the function, which was previously assigned fo the District Municipaliies was recently
transferved to B Municipalities without capacily in terms of funding.

The JAPAC referred to the paragraph in the audit report:

% Page 8 - Stalus Quo: "During consulfation held with the Municipal Manager and Direcior:
Proftection & Security Services, on 28 Februgry 2018 the following importarit aspects were
highiighted: Gurrent controls in place fo mitigale the risk gre not adequsate due fo lagk of
funding and the risk will remain on the risk register 1o keep managernient aware of the risk.”

The JAPAC comments/ questions:

< If the dirsctor was already aware that the controls were inadequate, what assurance was
internal audit services supposed to provide?

& Inlemal Audit is supposed to provide assurance on the adequacy and effectiveness of
gontrolg. if Management concludes {as indicated per the Risk Register) that there are no
controls or controls are inadequate orfand ineffective, what assurance do they reguire from
Infermsl Audit?

Intemal Audits time was wasted © confirn what is already known {Le. controis sre
inadequate), instaad Internal Audit could rather have performed a consulting engagsiment to
assist management in developing additional conirols/risk mitigating measures.
The JAPAC nead lo interrogate the audit plan more effactively,
Managemant must agres the scope of a particular audit with Internal Audit in order fo get value
from the audit.
The JAPAC explainad the difference between an assurance engagement angd a consulling
anpagemant:
- When management is aware that no confrols are in place or controls are ineffective thet
& consuling engagemernt should take place instead of an assurance engagermert.
i, based on management's assessment, internal controls are percaived to be adequale
and operating effectively, Internai Audit will then perform an assurance engagement in
order o provide independant assurance to management ¢n the adequacy and

]

Internal Andit Services
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ANNEXURE B 711

{j - ERS TM D Joint Audit & Performance Audit Committes meating

Minutes of mesting: 30 May 2018

sifschivensss of those controls,

The Municipal Manager indicated that the report is used 1o assist Menagement. The internal audit
reporis are regarded as a managsment tool for the organisation and that value is added io the
crganigation with lnternal Audii Services audits.

The Director: Management Services explained how the risk of digltizing of HR records is identified
and how it is assessed. The Director indicated that the audit benefits the organisation, knowing
that the municipality have ceriain processes in piacs.

Audit Opirlond Conclusion

Based on fhe review and on the above information, Internal Audit Serviges is of the opinjon
that the control envirenment! framewsark i.r.o the Disaster Management Function, 1s and will
remain inadequate and ineffective unless and until such tme as sufficient capacity is
established by virtue of appropriate budget allocation In this regard,

RESCLVED

That cognizance is taken of the report on Disaster Management Priorities 2017/2018.

Digktising of Human Resource Records

The JAPAC reviewed the contents of the report, no further comments/ questions were raised as
{he comments relating the audit on Disaster Management Priorities (item 7.1.8) also applied to this
audit.

Audit Opinion’ Concliusion

Based on the above information, Internal Audit is of the opinion that the audit of digitizing of

HR records be kept in abeyance until such ime the Municipality has fully implemented the
system for digitising persennel records, Currently there is no basis upon which Internal Audit
can measure and evaluate the adequacy and effectiveness of the system {elecironic) as it
Is In the process of being implementasd. L -

RESOLVED
That cognizance is taken of the report on Disaster Management Priorities 2017/2018.

Loss of records and inadeguste storage space

The JAPAC reviewed the contents of the report, no comments/ questions were raised
Audit Opiniord Conclusion

Based on the above information, Internal Audit Services is of the opinlon that an audit on
loss of records will be conducted under infrastructure and planning, as the risk pertained to
the afore-srid directorata,

RESOLVED

That cognizance is taken of the report on Disaster Managemant Prioritiss 2017/2018,

inability to perfonm on mandatad Traflic Sorvices and Law Enforcoment functions
The JAPAC reviewed the contents of the report, no comments/ questions were raised,
Audit Opiniord Conslusion

A review of the risk by the owner and sisk champien necessitated an adjustment in the risk
rating. The revised risk now falls within the risk appetite of he municipality and consequently

T
Internal Audit Services
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-' ERS TWD Joint Audit & Perfarmance Audit Commitie: meating

Minuias of raeeting: 30 May 2018

lt was removed from the municipal risk register which was used to complle the 201718 Risk
Based Audit Plan. The relevant risk owner and risk champion accepied the risk, as it is no
longer considarsd a high risk for the municipality.

As & consaquence the audit project i.e. inabfiity to performn on mandated traffic services and
law enforcement furictions, is no longer regardad a high risk area by the municipality,

Management, by virtue of the risk owner and risk champion accordingly accepted the
curment controls in place as efficlent and adequate to miligate the assoclated risk pertaining
to the inability to perfonm on mandatad traffic services and law enforcement functions

RESCLVED

» That vognizance is taken of the change to the risk rating.
o The JAPAC noted that no further audit work was required,

Incapacitated workforce dus 1o medical reasons
The JAPAC reviewed the contenis of the report, no commerts/ quastions were ralsed.
Audit Opinton/ Conclusion

A revisw of the risk by the owner and risk champlon necessitated an adjustment in the risk
rating. The revised risk now falks within the risk appetite of the municipality and consequently
itwas removed from the munkcipal rigk register which was used to compile the 2017118 Risk
Baged Audit Plan. The relevant risk cwnar and risk champion acoeptad the risk, as it is no
ionger considerad a high risk for the municipality.

As a conseguence tha audit project i.e. incapacitated workforce dus o medical reasons, is
rie fonger regarded a bigh risk area by the municipahity.

Management, by virtue of the risk owner and rigk champion actordingly acceptad the
ourrent controls in place as efficient and adequate to mitigate the associated risk pertaining
to the incapacitated worldorce due & medical reasons

e That cognizance is talen of the change 1o the risk rating.
o The JAPAC noted that no further audit work was required.

Follow-up: Procurament process- medical emorgenciss
The JAPAG raviewed the conients of the report, a few comments/ questions wore raised:
% The JAPAC commsnded IAS on a good report.

The Direcior. Management Services Indicated that this report is of value and this is how the 1AS

contributes to the arganisation.
Sudit Opinion/ Conclusion

Based on the above sudit work performed, |AS is of the opinion that the overall system of
internal conire! pertaining 1o the procurement provesses relaling to medical emergencies is
adeguate and effective. No instances were found regarding delays in providing prescribed
medication io employees who suffered an 10D due lo the procurement regulatory
raquirements

RESOLYED

That cognizance is {aken of the report on Follow-up: Procurement process- medical
emeargencies 201 7/2018.

Internal Audit Services

"Yaur partner in

cIAursAce fxcellence™




22

ANNEXURE B 9/11

0 ) S TMNJ;} Jeint Audit & Performance Audit Commiitee masting

M Inuies of maating: 30 May 2098

7.1.42 Fallure to integraie systems
The JAPAC reviewed the contents of the repor, a few comments/ questions were raised:
The CFO explained the current status of mSCOA and the implementation thereof.

The CFC explained that the conesm was mainly on the financial system service providers not being
able to meet the requirement to be compliant and the Municipality had no confrol over this matfer.

Audit Opinion/ Condlusion

Based on the above and discussion with relevant senior officials, Failure to integrate
sysiems remains a challenge. This is exacerbated by the following factors:

] Nof all mSCOA enabling modules and relevant systems(s) are implemented andior
affected by the municipality Le. Asset Management, Insurance Register and
Investment Register,

& Not all third perty systems seamlessly infegrate with the core financial system
{Samras Classic).

Changing/ continuous update of mSCOA raquirements by Nationa! Treasury.

& Systems implementation plan — the municipality &5 using the outdatad plan with
outstanding deliverablas, waiting for & new/ updated plan from the financial system
vendor.

Currently 1AS Is uniable to provide assurance iro full seamless integration of third party
systems with the core financial systern (Samras Classic), due o the fackors siated above.

Notwithstanding the above, Internal Audit Services noted that the municipality was able to
ransaci across all required m3GCOA segments, for available moduiss, since 01 July 2015
{implemeniation date for pilol municipalities)

RESCLVED

That cognizances Is taken of the report Failure to integrate systems 2017/2018.

COMPLIANCE REPORTS
HIGH LEVEL REPORT & DETAILED REPORT

The Predstarmined Objectives {PDO): First Quarter (July 2017 — Sepltembear 201 7) for the financial
year 2017/2018 was tabled before the Committee for consideration.

The JAPAC reviawsd the contents of the High level and detalled raport, a few commants/ questions
wore raised;

I was noted that as two quariers reporis were being considered, that the matiers raised in the 15t
guarter had been addressed during the Znd guarter review

¢ JAPAC advised Intornal Audit to look ai the underlying causes.
¢ Page 25 ~ TL 30/ D238 (detailad repori): Management comment ~ KP! represents Actusl
income and Baseline paper money for tha whols of Proteciion services.”

The JAPAC wanted clarity on the definition of paper money?

Management explamed that paper monsy is impairments, fines that are issued but s not always
guaranteed that the full amount of fines issued will be collected. The KMl was cotrected in the 3¢
Quarter. There it als0 a standard operating procedure in place for This specific KPI,

RESOLVED

That cognizance is taken of the report on the Predetermined Objectives (PDC): High level and
detailed report, First Quarter (July 2017 — Seplember 2017) for the financial year 201 7/2048.

&
Internal Audit Services
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.. EREE MND Joint Audit & Performance Asdil Commiliss mesting

RMinutes of maating: 30 kay 2042

HIGH LEVEL REPORT & DETAILED REPORT

The Predetermined Objectives (PDO): Second Quarier (October 2017 ~ December 2017) for the
financial yaar 2017/2018 was tabled before the Commitiea for considaration.

RESOLVED

That cognizance is taken of the report on the Predetermined Objectives (PDO): High level repart
and detailed report, Second Quarter (Oclober 2017 - December 2017) for the financial year
21712018,

Key Controis Assessment: Second Bl- Annual Review (July 2017 - March 2018

The Key Conrols Assesement: Second Bi- Annual Review (July 2017 ~ March 2018) for the
financial year 2017/2018 was tabled.

The JAPAG reviewed the contents of tha raport, & few comments/ questions were raised:

% Overall issues have bsen sitended to and where its not done yet, they are still in progress.

% The JAPAC indicated that they are aware that the AG(SA) is moving away from the Key
Conirols Report, and that they geing to do a "Stalus OF Records Review'”.

RESOLVED

That cognizance is taken of the content of the Key Controls Assassment. The JAPAC neted the

Report,

ITEMIS) FOR DISCUSSIONMNOTING

JARAL Repart o Counil

The Municipal Manager refarred to:

Paragraph 7.3 Functioning of JAPAG and filling of vanancies

%  Councll noted the report. o
¢  The person responsible for this funcion is not with the Municipality anymone and some
office polifics was Involved.

RESOLVED
The JAPAG noted the raport.

GENERAL

MEXT MEETING
The next JAPAC miesting is scheduled for 27 dune 2018.

CLOSING

2"7!}@@! 2ot

DATE:

Internal Audit Services
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Hinutes of mesting: 39 May 2013

ﬁNNEXURE Eﬁiﬂ

ATTENDANCE REGISTER OF THE JOINT AUDIT AND PERFORBMANCE AUDIT

COMMITTEE (JAPAC) MEETING

Heltd &n #in Commifttee Rosm {Interns! Audit) Magnolis Hotse, Nerina Sivest, HERBMAMIS,

1. D6 you or your parner hava an

on Wednessday, 36 May 2048 s 44:00,
y financlal or other infarest in the sublact mattsr of tie mesting,

which may be conakderad es constituting e resl, potentls!, or apparent corifict of inferest? YN
2. s there enything slss, or tha

poresption by others, thet could afecs your objectivily aid
#wiepandence in tis mesting? ¥/

By eigning ihis roglsler, 1 hisrehy dectane that #i8 dsclosed imfarmstion Is comect and ne olhsr
siiution of resl, pofertial or epparant corilict of intorest is known fo me. | undsriake Io o the
mmﬂhgnfmydﬁmchmMwmmmwmmammwmymmmmaym
&t tha mesting progresses. ! afso undertake to fmaly Inform the dopertment of any changes

Hass ehgumaionchs Surlng the patiod whaen

}ar sfill serving as an Audli Comwitfse mambsr,
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