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AGENDA OF A MAYORAL COMMITTEE MEETING 25 NOVEMBER 2020

6

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

3/2/3/12
DC Van Der Heever Internal Audit Services
16 November 2020 (028) 313 5035
1. Executive Summary
The purpose of the report is to present Council with the Reports 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.Annexure

Annexure A:  Report 1 of the Joint Audit and Performance Audit Committee
for the 2020/21 Financial Year

RECOMMENDATION TO THE COUNCIL:

that the report from the JAPAC to the Overstrand Municipal Council be noted.

RESPONSIBLE OFFICIAL : DC VAN DER HEEVER

TARGET DATE FOR IMPLEMENTATION : 25 NOVEMBER 2020
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Date: 16 November 2020

To: The Overstrand Municipal Council
c/o The Speaker — Alderman A Coetzee

Copied to:

* Members of the Joint Audit and Performance Audit Committee (for information)
e The Executive Mayor (for information)

s The Municipal Manager (for information)

e Chief Audit Executive (for information)

REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCIL
REPORT 1 OF 2020/21 FINANCIAL YEAR

Reporting Requirement(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 Joint Audit
and Performance Audit Committee/ Audit Committee. The report should include a summary of the
work performed by Internal Audit and the Joint Audit and Performance Audit Committee/ Audit
Committee 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 July
2020 to 31 October 2020.

Yours truly

@N VAN STAADEN
airman of Joint Audit and Performance Audit Committee
Overstrand Municipality

Email: burton@vsb.co.za

Cell: 073 212 4875

PO Box 285, CAPE GATE, 7562

84c Barnard Street, BELLVILLE, 7530

1|Page
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ANNEXURE A
OVERSTRAND MUNICIPALITY

REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCIL

REPORT 1 OF 2020/21 FINANCIAL YEAR

1. REPORT ON ACTIVITIES OF THE JAPAC

During the period 01 July 2020 to 31 October 2020, the JAPAC convened two (2) meetings, namely:

e JAPAC Special Meeting held on 25 August 2020 (Virtual)
* JAPAC Meeting held on 27 October 2020 (Virtual)

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

JAPAC Special Meeting JAPAC Meeting

Member 25 August 2020 27 October 2020
Mr B van Staaden Attended Attended
(Chairperson)
Mr R Kingwill Attended Attended
Mr. M Mdludlu Attended Attended
Mr. G Serfontein Attended Absent (apology received)
Ms. M Koekemoer Attended Attended

2. REPORT ON INTERNAL AUDIT

During the period 01 July 2020 to 31 October 2020 the following internal audit reports/ documents
were presented by the Chief Audit Executive and considered by the committee:

Meeting
date Internal Audit Reports

27/10/2020 1. Key Controls Assessment 1

2. Theft and Vandalism (Follow-up)

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

3. INTERNAL AUDIT STAFFING

The JAPAC noted with concern that the Internal Audit Services is operating at 50% staffing.
4, RESOLUTIONS OF THE JAPAC

Copies of the minutes of the JAPAC meetings will be forwarded to Council 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 period and is
hereby attached:

1. Minutes of JAPAC Meeting held on 24 June 2020 — Annexure B
2. Minutes of JAPAC Special Meeting held on 25 August 2020 — Annexure €

2lrPage

.
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ANNEXURE A
OVERSTRAND MUNICIPALITY
REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCIL
REPORT 1 OF 2020/21 FINANCIAL YEAR

5. REPORT ON PERFORMANCE MANAGEMENT

At the JAPAC meeting held on 27 October 2020, the following quarterly report(s) in respect of
performance management were presented and considered by the JAPAC:

4™ Quarter Reports 1. Service Delivery and Budget Implementation Plan
(01 April 2020 to 30 June 2020)

2. Internal Audit Report: Predetermined Objectives (Q4)

In reviewing the quarterly report(s) 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 prevent a re-occurrence
there-of.

6. REPORT ON RISK MANAGEMENT

At the JAPAC meeting held on 27 October 2020, the following quarterly reports in respect of risk
management were presented and considered by the JAPAC:

Meeting
dates Risk Management Reports

27/10/2020 | 1. High Risk Register as at 02 October 2020

2. Progress Report on Risk Management Activities and Implementation Plan First
Quarter (July 2020 - September 2020) for the financial year 2020/ 2021

3. Fraud and Risk Management Committee minutes 17 June 2020

4. Overstrand Municipality Combined Assurance Model First Quarter (July 2020 —
September 2020) for the financial year 2020/2021

The CRO was absent from the meeting, however the Risk Management Committee Chairperson
reported that two (2) additional risks relating to the Covid-19 pandemic were added to the Risk
Register.

The JAPAC commented that they are satisfied with the Risk management so far and concurred that
good progress has been made in respect of a Risk register as it provides a true reflection of those key
issues of the municipality.

7. OTHER MATTERS

In reviewing the municipality’s Draft AFS for 2019/20 financial period there were no material findings
concerning the fair presentation of the reported information. Where uncertainties/ concerns were
identified, robust and positive discussions were held with management, which included pro-active
action (where necessary) by management.

In reviewing the Debtors Collection Report, the JAPAC noted with concern the growth in the

outstanding debtor account balances. Assurances were provided by the Chief Financial Officer that
the matter is being attended to. The JAPAC will continue to monitor this matter.

3|Page
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ANNEXURE A
OVERSTRAND MUNICIPALITY
REPORT OF JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE TO THE MUNICIPAL COUNCIL
REPORT 1 OF 2020/21 FINANCIAL YEAR

The Chairperson of the JAPAC attended the Performance Evaluation of Municipal Manager and
Directors on 23 October 2020 and noted that, despite the many challenges faced by the municipality
due to the lockdown restrictions relating to the Covid-19 pandemic, the municipal manager and
directors performed extremely well in meeting most of their annual performance targets for the
2019/20 financial year.

8. NEXT MEETING

The next meeting date of the JAPAC is to be confirmed pending finalization of the JAPAC meeting
calendar by the Chief Audit Executive.

END

4|Page
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ONERSTRAND
4

MEETING OF THE JOINT AUDIT AND PERFORMANCE
AUDIT COMMITTEE

VERGADERING VAN DIE GESAMENTLIKE PRESTASIE
OUDIT EN OUDIT KOMITEE

MINUTES / NOTULE

DATE / DATUM: 24 JUNE 2020
(WEDNESDAY /| WOENSDAG)

VENUE / PLEK: VIRTUAL (VIA ZOOM)

TIME / TYD: 14:00 HRS
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MINUTES OF THE MEETING OF THE JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE
(JAPAC) HELD VIRTUALLY (VIA ZOOM) WEDNESDAY, 24™ OF JUNE 2020 AT 14:00

1.

OPENING BY CHAIRPERSON

The Chairperson, Mr B VVan Staaden, welcomed everyone present to the video conference of the
fiftth JAPAC meeting in respect of the 2019/ 2020 financial year.

APPLICATION(S) FOR LEAVE OF ABSENCE
Apologies received from the following official(s)/ member(s):
1. Clir A Komani (Management Services Portfolio)

Persons present - see the attached attendance register.

STATEMENTS AND COMMUNICATIONS FROM THE CHAIRPERSON:

e The JAPAC received the report regarding the allegations of misconduct against the
Municipal Manager and have noted that the report indicated that there was no misconduct.

e The Executive Mayor indicated that Council made a recommendation that the Executive
Mayor in consultation with the Municipal Legal team ascertain whether there is a case to be
made, to sue the person that brought the application, for the costs that were involved in the
investigation and that this process will now start.

e The Executive Mayor further indicated that Council took a decision that Mr. Dean O'Neil,
who is currently the Municipal Manager of the Cape Agulhas Municipality be appointed as
the new Municipal Manager for the Overstrand Municipality as from 1 November 2020
when Mr. Groenewald will retire at the end of October 2020. The JAPAC noted the
statements made by the Mayor.

¢ The JAPAC also noted the JAPAC report submitted to Council, which was submitted late,
therefore the Chairperson requested that the Internal Audit Services’ secretariat manage
the process regarding the submission of reports to Council to ensure that the JAPAC
reports to Council are submitted every quarter and on time.

e The CAE requested the Chairperson to confirm and conclude that when the report is
drafted by the CAE and sent to the Chairperson for review and signature, that it be
responded to and signed accordingly.

e The JAPAC resolved that after every quarterly meeting the report should be drafted and
made available to the JAPAC within two weeks after the quarterly JAPAC meeting, to
enable the JAPAC to have enough time to present it Council.

CONFIRMATION OF PREVIOUS MINUTES

03 March 2020: Ordinary JAPAC Meeting

The JAPAC requested IAS to ensure that the action items that are identified in the minutes are
highlighted, and that those items are transferred to the action register. Furthermore, IAS should
list the questions raised in the meeting, this will give context to the responses when the minutes
are read by the JAPAC,

The JAPAC adopted the minutes of the JAPAC meeting dated 03 March 2020 as correct.

MATTERS ARISING FROM THE PREVIOUS MINUTES

The JAPAC noted the External Quality Assessment report presented by the CAE on the action
register and requested that this item be removed from the action register as an action item and be
included as a standing item on the agenda under CAE status report under a separate sub-
heading.

Internal Audit Services

2q
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Furthermore, the JAPAC requested that the CAE should highlight on a separate progress report
only the items recommended to be improved, what action has been implemented, the current
status and a due date. The JAPAC will note those items completed and continue to monitor those
itemns that are still in progress on a quarterly basis; once items are addressed IAS should remove
the items from the report.

The JAPAC noted the External Quality Assessment report and will continue to monitor the
progress made by IAS.

STANDING ITEMS

6.1. QUARTERLY BUDGET STATEMENT REPORT: THIRD QUARTER (JANUARY 2020 -
MARCH 2020) FOR THE FINANCIAL YEAR 2019/2020

The CFO gave an overview of the third quarter report and provided updated figures as at 31 May
2020 which were more relevant during the JAPAC meeting. The following comments and
questions were raised and discussed:

e The JAPAC enquired if there are any specific issues and areas of concern which the JAPAC
should be aware of in preparation of the AFS.

= Management highlighted the risk of not having all the information on time due to Covid-19 and
with the staff relying on internet connectivity. Management and other municipalities in the
Western Cape are currently in the process of applying for extension or amendment of the
National Treasury regulation, over and above that management will ensure that given remote
working arrangements are in place, the relevant staff requested to ensure that the AFS are
submitted on time.

e The MM further indicated that he has requested the relevant staff to perform their level best in
ensuring that the AFS are submitted on time to the Auditor-General.

e Following the discussion regarding the risk of late submission of the AFS, the JAPAC
recommended that management should consider additional resources to assist in the
preparation and finalisation of the AFS, however, the JAPAC clearly indicated that it is entirely
up to management as to what actions they take in mitigating the risk of late submission.

Action Iltem 01 of 24 June 2020
The JAPAC further requested that the CFO update them of the cost implications of the
emergency budget presented by the Minister of Finance, should this have cost implications on
the municipality

RESOLVED

The JAPAC noted the Budget Statement Report: Third Quarter (January 2020 — March 2020)
for the financial year 2019/2020.

6.2 REPORT(S): SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN
6.2.1 Third Quarter (January 2020 — March 2020) for the financial year 2019/2020

= The JAPAC enquired about the relationship between capital overspent and the deliverables in
terms of the capital related items indicated in the SDBIP.

Action [tem 02 of 24 June 2020
The JAPAC requested management to investigate and look at the correlation between the KPI's
on the SDBIP and CAPEX in the financials as these two should be in line.

The Director: Management Services noted the remarks from the JAPAC.

Internal Audit Services

“Your partaer in

assurance excellence”
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6.3.

6.4,

6.5.

6.6.
6.6.1

6.6.2

6.6.3

RESOLVED

The JAPAC noted the reports on SDBIP: Third Quarter (January 2020 — March 2020) for the
financial year 2019/2020.

DEBT COLLECTION REPORT

The Debt Collection Report: Third Quarter (January 2020 — March 2020) for the financial year
2019/2020 was presented to the JAPAC for review.

The CFO gave an overview of the status analysis of debtors older than 90 days.

Action ltem 3 of 24 June 2020
The JAPAC requested that an analysis for debtors older than 90 days be included as part of
the quarterly report to the JAPAC.

The CFO noted the JAPAC request.

RESOLVED

The JAPAC noted the Debt Collection Report: Third Quarter (January 2020 — March 2020) for
the financial year 2019/2020.

CREDITORS REPORT

The Creditors Report: Third Quarter (January 2020 — March 2020) for the financial year
2019/2020 was presented to the JAPAC for review, no questions/ comments were raised.
RESOLVED

The JAPAC noted the Creditors Report: Third Quarter (January 2020 — March 2020) for the
financial year 2019/2020.

AUDIT ACTION PLAN AS AT 22 MAY 2020

The JAPAC reviewed the content of the Audit Action Plan, no comments were raised.

RESOLVED
The JAPAC noted the Audit Action Plan as at 22 May 2020 for the financial year 2019/2020.

RISK MANAGEMENT
Risk Register as at 05 June 2020

The Risk Register Report dated 05 June 2020, which indicated the high risks, was presented to
the JAPAC for comment - no comments/ guestions were raised.

Report on Risk Management Activities and Implementation Plan for 2019/20
The Chief Risk Officer (CRO) presented and gave an overview on the content of the Report on
Risk Management Activities and Implementation Plan.

The CRO indicated that she attended the provincial CRO and CAE forum that was held online on
the 27" of May 2020.

The CRO also indicated that the Risk Management Unit is currently operating with only one
employee i.e. the CRO, and that the newly appointed risk intern was supposed to start in May,
however, due to the COVID-19 pandemic the intern is expected to start in July 2020.

Fraud and Risk Management Committee minutes 17 June 2020

The minutes of the Risk Management Committee Meeting held on 17 June 2020 were tabled in
the meeting, no comments/ questions raised.

4 Internal Audit Services
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8.1

8.2

RESOLVED
The JAPAC noted all the reports from Risk Management.

CAE STATUS REPORT(S)
3 CAE Report — status update for 2019/2020

The CAE indicated that the two interns have been appointed as of 01 May 2020 to assist IAS as it
is currently under capacitated, they will be enrolled under Diploma: Internal Audit Technician
(IAT) programme for 24 months.

The CAE also highlighted a significant disruption on the functioning of IAS due to COVID-19
lockdown and highlighted the number of days lost due to the pandemic.

The CAE also indicated that there were no scope limitations and impairment experienced
regarding the independence and objectivity of Internal Audit Services for the third quarter period.

Action 04 of 24 June 2020

The JAPAC requested that the performance evaluation of the CAE be shared with the

Chairperson of the JAPAC.
The MM and the CAE noted the request made by the JAPAC.

Action Item 05 of 24 June 2020

The CAE was therefore requested to revise the Status report and give explanations in his

report about the incompletion of the Internal Audit Plan for the year.

RESOLVED
The JAPAC referred back the CAE status report.

Joint Audit & Performance Audit Committee Charter

The JAPAC noted that there was no indication in the JAPAC Charter that the JAPAC must
approve the Internal Audit Plan and that it appears that the JAPAC only reviews it.

Action Item 06 of 24 June 2020
The JAPAC requested that the JAPAC Charter be amended to the extent that the Charter
makes provision that the JAPAC must approve the Internal Audit Plan.

RESOLVED

The Joint Audit & Performance Audit Committee Charter was reviewed and approved by the
JAPAC.

Internal Audit Charter

The Internal Audit Charter was presented to the JAPAC with amendments.

The JAPAC noted the amendments and requested that in future all documents like Charters and
Plans be discussed during a separate session with the JAPAC and CAE, and that proposed
changes by the CAE should be in a word format in order for the JAPAC to track those changes.

RESOLVED

The JAPAC reviewed and approved Internal Audit Charter with amendments indicated by the
CAE.

5 [nternal Audit Services
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8.3 Operational Risk Based Audit Plan & Internal Audit Program for the financial period
2020/21

Operational Risk Based Audit Plan & Internal Audit Program for the financial period 2020/ 2021
was presented to the JAPAC, comments/ questions were raised, the JAPAC noted and approved
the content of the Internal Audit Plan as it stands.

¢ The JAPAC noted the way in which the Risk Based Audit Program was updated (where the
CAE indicated that some of the risks are accepted by the management and hence, no need
for the Internal Audit Services to provide extra assurance on them).

Action Item 07 of 24 June 2020
The Chairperson requested that the JAPAC and the CAE should schedule a separate
session together to discuss the risks associated with the Risk Based Audit Plan and further
related issues to ensure the level of understanding.

RESOLVED
The JAPAC noted and approved the 2020/ 2021 Risk Based Internal Audit Plan.

2.1 Fraud Prevention and Anti-Corruption plan
The Fraud Prevention and Anti-Corruption Plan was not discussed/ considered as the JAPAC
recommended its adoption by Council during its 03 March 2020 meeting.
RESOLVED

The Fraud Prevention and Anti-Corruption plan was not discussed/ considered as it was already
considered by the JAPAC during its meeting held on 03 March 2020.

9.2 INTERNAL AUDIT REPORTS
The management indicated that they accepted all the reports and agreed to the actions to be
instituted where it relates to their respective directorates/ departments.

9.21 Division of Revenue Act No.16 of 2019
The report was presented to the JAPAC. No comments/ questions were raised regarding the
report.
RESOLVED
The JAPAC noted the report of Division of Revenue Act No.16 of 2019, for the financial year
2019/20.

9.2.2 Predetermined Objectives (PDO’s): Third Quarter (January 2020— March 2020) for the
financial year 2019/ 20
The report was presented to the JAPAC.

RESOLVED
The JAPAC noted the report of Pre-determined objectives (PDO’s): Third Quarter (January 2020—
March 2020) for the financial year 2019/20.

9.23 Follow-up Audit re Armed Robberies (Susceptibility of armed robberies at municipal
buildings)
The report was presented to the JAPAC.

RESOLVED

Internal Audit Services
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assurance excellence”
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9.24

9.25

9.26

9.27

9.2.8

10.

The JAPAC noted the report of Follow-up audit re armed robberies (susceptibility of armed
robberies at municipal buildings).

Evaluating Risk Management Process
The report was presented to the JAPAC.

RESOLVED
The JAPAC noted the report of the Evaluation of risk management process.

Disaster Management Function
The report was presented to the JAPAC.

RESOLVED
The JAPAC noted the report of the Disaster management function.

Limited Specialized Emergency Vehicle (Fire, Rescue and Disaster Management)
The report was presented to the JAPAC.

RESOLVED

The JAPAC noted the report of the limited specialized emergency vehicle (fire, rescue and
disaster management)

Matters Struck from the Court Roll
The report was presented to the JAPAC.

RESOLVED
The JAPAC noted the report of the Matters struck from the court roll.

Salary & Wage increase audit memorandum
The audit memorandum was presented to the JAPAC.

RESOLVED

The JAPAC noted the Audit Memorandum regarding Salary & Wage Increase.

The JAPAC noted that there is a significant number of reports that were issued, where the
outcomes indicated that the Governance processes, Risk management processes and Control

processes are inadequate, inappropriate and ineffective. The JAPAC considered that as a
concern, therefore requests management to intervene.

Management agreed to convey a message to the Municipal Manager

AUDIT FINDING(S) TRACKING REGISTER (FOLLOW-UP REGISTER)

The CAE gave an overview of the Audit finding(s) tracking register. The JAPAC noted the tracking
report and suggested that completed items should be removed.

Action ltem 08 of 24 June 2020

The JAPAC reqguested that the CAE should compile a summary of the recommendations
that have been implemented/ resolved.

RESOLVED
The JAPAC noted the Audit finding(s) tracking register.

7 Internal Audit Services
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11. GENERAL

No items were listed for discussion.

12. NEXT MEETING

The next JAPAC meeting will be held on the 25" of August 2020 at 14:00 as a Special JAPAC
meeting to discuss the 2019/ 2020 draft Annual Financial Statements.

13. CLOSING

The meeting closed at 17:02.

..Z’—ﬁ.. 27 October 2020

B VA AADEN
CHAIRPERSON

DATE
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ATTENDANCE REGISTER OF THE JOINT AUDIT AND PERFORMANCE AUDIT

COMMITTEE (JAPAC) MEETING
Held virtually {via Zoom) on Wednesday, 24 June 2020 at 14:00

1. De you or your pariner have any financial or other interest in the subject matter of the meeting,
which may be considered as constituting a real, petential, or apparent confiict of interest? YIN

independence in this meeting? Y/N

By signing this register, | hereby declare that the disclosed information is correct and no cther
situation of real, potential or apparent confiict of interest is known to me. | undertake to inform the
mesting of any sfatus changes that may be brought to fight as a resuit of any issue that may arise
as the meseting progresses. | also undertake fo fimely inform the department of any changes in
these circumstances during the period.

JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE MEMEERS

2. Is there anything else, or the perceplion by others, that could affect your objectivity and
NAME POSITION SIGNATURE QUEST.1 | QUEST.2
B Van Staaden Chaimperson JAPAC ¢ No No
R Kingydll Member Qo i»
M Adludiu Member £ LA Y
M Keekemeer Member r4 N N
G Serfontein hiember ot 4t Al Al
INTERNAL AUDIT SERVICES
NAME POSITION SIGNATURE QUEST.1 | QUEST.2
D Van Der Heever | Chief Audit Executive (CAE) No No !
E Essop Internal Auditor RS No No
N Tsholoba Intem: Intemal Audit No No
§ Makwetu Intern: Internal Audil Wi No No

Page 1 0f 2
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ATTENDANCE BY INVITATION
NAME POSITION SIGNATURE
Ald D Coetzee Executive Mayor
Clir R de Coning Finance Porifolio
Clir A Komanj Management Services Portfolio
G Groenewald Municipal Manager . i il
Z Mazuthu, Chief Risk Officer

D Arison Director: Management Services

S Reyngeke- Naude Director: Finance (CFO)
R Laww Senior Manager: Strategic Services

10 Internal Audit Services
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SPECIAL MEETING OF THE JOINT AUDIT AND
PERFORMANCE AUDIT COMMITTEE

SPESIALE VERGADERING VAN DIE GESAMENTLIKE
PRESTASIE OUDIT EN OUDIT KOMITEE

MINUTES / NOTULE

DATE / DATUM: 25 AUGUST 2020
(TUESDAY/ DINSDAG)

VENUE / PLEK VIRTUAL (VIA ZOOM)

TIME/TYD 14:00HRS
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MINUTES OF THE MEETING OF THE JOINT AUDIT AND PERFORMANCE AUDIT COMMITTEE
(JAPAC) HELD VIRTUALLY (VIA ZOOM) WEDNESDAY, 25™ OF AUGUST 2020 AT 14:00

HQ,&I'

1.  OPENING BY CHAIRPERSON

The Chairperson, Mr B Van Staaden, welcomed everyone present to the video conference of the
Special JAPAC meeting where the Draft Annual Financial Statements (AFS) for the year ended 30
June 2020 was discussed in respect of 2019/20 financial year.
2 APPLICATION(S) FOR LEAVE OF ABSENCE
Apologies received from the following:

1. Clir A Komani (Management Services Portfolio)
2. Rochelle Louw (Strategic Management)

Persons present - as per attached attendance register.

3 STATEMENTS AND COMMUNICATIONS FROM THE CHAIRPERSON
No further statements and communications expressed by the Chairperson.

« The MM highlighted that the Minister of Finance has granted an extension to local authorities for
the submission of their Annual Financial Statement’s to 31 October 2020.

e The MM also mentioned that during the Municipal Manager Forum (MMF) meeting it was
indicated that the Auditor General (AG) has also been granted an extension for the finalisation of
the MFMA audits until 28 February 2021.

» The Overstrand municipality initially opted for the AFS to be submitted by 31 August 2020, hoping
that the audit outcome will be provided by the end of November 2020, however municipalities
were informed that even if the AFS were to be submitted by 31 August, the audit outcome will still
be made available on 28 February 2021, as a result Overstrand Municipality will not submit on 31
August 2020.

« The MM also highlighted that the draft Annual Report is available, it includes financial information
and has already been finalised. The Council will consider it during the next Council meeting, and
further amendments in the financial statements and annual report will be done accordingly.

* The JAPAC noted the highlights/ comments made by the MM.

4, PRESENTATION: DRAFT ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30
JUNE 2020

The Chairperson afforded the CFO an opportunity to make general statements and comments on
the draft AFS and to respond to further questions raised by the JAPAC members.

In comparison with the last financial year's AFS and the current draft AFS in terms of revenue
and debt collection ratio, the CFO indicated and acknowledged that there has been a slight
regression, however management is handling the situation very actively and that the municipality
is in the favourable cash position.

The CFO gave feedback to all questions and comments on the draft AFS that were received from

Internal Audit Services
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the JAPAC prior to the meeting. Refer to Annexure A.

5. FOLLOW-UP QUESTIONS/ COMMENTS LR.O. THE DRAFT ANNUAL FINANCIAL
STATEMENTS FOR THE YEAR ENDED 30 JUNE 2020

The following questions/ comments were raised by JAPAC members during the meeting:

1. The JAPAC enquired whether there are any main issues relating to the AFS that
management is aware of from last year that they are comfortable to say they have addressed.

The CFO confirmed that they have dealt and considered everything that they are aware of/
known to them and also what might have been brought to their attention during the forum
meetings. Management is not aware of any risks or issues at this point in time that should
be brought to the attention of the JAPAC.

2. The JAPAC concluded and confirmed that they are satisfied with the preparation of the draft
AFS and the responses received from the CFO relating to the questions raised in respect of
draft AFS, and the JAPAC commended the CFO and the Finance team for a job well done.

The MM further mentioned to the JAPAC that management has been informed by PT that
there is a possibility that the audit fees will increase by 6% and that will have to be negotiated
with the AG.

RESOLVED

That cognizance be taken of the content of the draft Annual Financial Statements for the year ended
30 June 2020 and that satisfactory responses were received from the CFO and the Finance team on
questions/ comments raised by the JAPAC thereto.

6. GENERAL

No further items were listed for discussion.

7. CLOSING
The meeting closed at 14:53

_A,q._ 27 October 2020

TAADEN DATE:
CHAIRPERSON

Internal Audit Services

"Your partner in

issurance excellence™




36

OWERSTRAND  special soint Audit & Performance Audit Committee meeting

\ / Minutes of meeting: 25 August 2020 q E}

Annexure A
Page 1 0of 5

| Mr B van Staaden

. Statementof financial performance: What are materials (R42,444 335) and is it
possible 1o provide a note that provide more detail on the item.
Materials is Inventory and this c

onsists of Storas Materials (Consumab

5) and Fuel

2. Note 3: PPE: Recon of WIP: What are the major infrastructure assets that makes up the
amount of R143,233,299.

Matearials & Supplies (non-ctaras item

Major areas Efec?

= - BT Tt Wit
WOres (Ri/m), vWwalie

IRE9.7m), Sewerage (R14m)

r Networks {27.5m), Roads / Stormwater

3. DNote 4: Intangible assets: Given the fact that all software eventually becomes obsolete
or is being upgraded or replaced is the statement that it has an indefinite correct? Are
there really no plans to upgrade or replace any/some of the software in the
foreseeable future? (indsfinite = lasting for an unknown er unstated length of time).

Correct, raiates to time & Attendance software. The municipality purchased the right to
use the software, which indudes future upgrades. No end gate stipulated in the contract
4. MNote 10 —receivables from exchange transactions: What is Prepayments of

R4,038 581.

SALGA payment for Memb

thip Fees at discounted rate, if paid in advance
5. MNote 17 - Provisions: What is the reason for 429 increase in leave pay provision. s it
that staff are not taking their leave?

6. MNote 26 — Public contribution & donations: Please provide more information as to the
nature of the R23,629,771 current year receipts.

Receipt of R19.9m contributicn for consideration, Capex current year.

7. Note 34 — Contracted services: What is reason for significant increase in Mini Dumping
Sites expenses (PY: RBm, CY R13m).
ncreased costs for dumping at new Cell 4 Karwyderskraal (operated now by CDM
previously dumped at Cell 3, and managed by Overstrand).

8. Note 35 - General Expenses; Why is Eskom connection an expense in current year
{R6,188,264) but not in prior year?

Once-off Eskom upgrading of notified Max demand (NMD) thus Operational Costs.

| Mpr G Serfontein

Would appreciate it if you {or a team member) could be prepared at the JAPAC meeting
just to talk to discuss issues that you and the Exco either know about, or suspect the AG
might be concerned about during the upcoming external audit. From a strategic point it

might be beneficial to ensure the JPAC is informed upfront and aligned with
management's approach.
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Audit Action Plan: Emerging risks identified by the AG (Management Rep Mow
nting, performance management/reporting and compliance matters:
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OM response (Finalised 320 Jun
L. Assess the GRAP standards to determine impact and
process where apphicable
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Other emerging risks identified:
[tapit twdrics on VoL Tez amsiananT 10 the FAK ond the NOtzsd e st anta F2auirtons ISt Inf2 o o the PRADSCEmS STeCtoe o (4ol |00
frciers b=l oy be Momogeme
cCHRET @ Fooan
frafoicl sseguicilies 105 Tes omesdensnTintogcs SrOs0” o g englinc ine gl L pes B ASTilon 1 Te TAL 3rratsdal remibaily e
b0 trbre aedrs I TOr-CoEionss wh 2 Controvertion OF begalain Youd e fora beach of e fducisry doyp isenMiad duing on oud]
L Jesformedurderting Pas that matied n o Reoly fo ealt g rolcionondd o o i anofa rateia putic
PEHANDE O ROSTANEIE HAT 10 0 SNGIC (B0 MSTIUEN SO ThE QENSYN TuDNC.
138 Toc AG ros o Sovtoh cICTIoN IS geEmEne Ihe menner o ord e Temsawitan wiest lomasmen corias oemenii ot
fire amardm ek For the 2012-17 000 the AL 0212 30000 2 CRGSD GpEra0ch (0 Ihe hoeng ofmatany
redudssiolementog fhe poces ooy of slecled cudidem
il fedirgs o fbe |100. T COARED N a0 el (S UaTade FRamation of (e S otjr Ot Wit i aoaird T itaing 0dd%ana
peruolperibnmence  ferlzdy o dsiiead Yo 102 Fafom s Mansssia Mgt
eear Biermas dove |Sepodfing Fomewcis Fepart
as gt
| e st aereenm | fios aed Cwerall prewntiab
whae o Cavescl presremien oF the perdermanes micmnaton n e amsdd perbmmyance repon € compantis ord ungeTtoadatle
1l 2 = Giig
L e =0 X s
o Commbrienasof wevant nocstos inlerro ol ive momdats ot the ouddes mcledng:
o SEe T CO% TancRone ore pecdibedinThe parod ued i revisw
2 elendy pefomosce tgizon o= hchoed e e coe fircior piofited i the parpd rde revien
2 Nagieegh pua Indings 08ting POT e JudT 00 e 0OINIONY oTenaco Not have oTimoodt on e Dudt oonkanig ol e
=i cied Db
fiihs. Pl requie Mizbeore aizchs 20T
porineen ooy 1P Manageren it deredito he 01 g Mhe meticoctties hve oe Ro=misglyDeing togeted s mowss oo Madeee. [Monaysms:
e TORCILLE SRITAYIE, 15 i DRSO 00 RS T & BOTPiIliD - 0OmDi DICON MOATST SO NS SOt Er VLGS Reood
2T, OB esad el eaeces: Tets e aBoioul prsssene o porfy woristy of ErenT LncTions iuch o sizaing sndyoing
erderting sendve 2oba oferng oriEcing sore compriing g and menitofng ieer compates ackivty withoud the
patrizaon Dazng the mahwaes stioccs tne ooty ot e muncoity 1o oocem Solo mov 02 compromiey. The wuineunity o
otk 12 T runicipolity Ihe! thosd De milooted 0 pevent meeice) defrery ranmnion.

Internal Audit Services

ce

Partnet

in
excellence”



O\/E[\)STRAND Special Joint Audit & Performance Audit Committee meeting

/ Minutes of meeting: 25 August 2020

Annexure A
Page 3 of 5

Sophos

necCipality runs for its werkstations {Iintercept) and its
servers (Intercepr X).All workstations and servers are protected and actively managed via a

irewall to provide end

central managems:
ction. Scme

system, and Integrate

n aspects of the

{https:
fendpoint-antivirus aspx}e Endpoint Detection and Response lEL'F' - Auto
and prior potential threatse Anti-Ransomware - Ransomw
automatic file recovery, and behavioral analysise Deep Learning Techno
ooth known and unknow n malware without relying on signaturs xploit Prewv y
atrackers by blecking the explortse Managed Threat Response - team of threat huntars and
response experts neutralize targeted threatse Active Adversary Mitigations - revents
detection.

persistence on machines, credential theft protection, and malicious tra

ey e = F=a)
commnd o mceikning  |102 T Bl CICH IS T . DA A S5 ST G B BT e T2 (P 82 ] ST 10 Bt e 203 (i amagment
FRACGCEE Ao INE THNTPSEN 3 TINSES ertty impat
LRSS saeTEst meares 5y SUETIe SEet ol St o tes ot regaat FEeEet i SIosEeT ru Sosoahist e
[rrgraSeg comteact: welasadiie, e otiive sarkad,

=mz e raeoe 3SIES I S o shire 23emDE o Se SotEPerd, Dorts s sesrd Praeg e e oot o ol megeaben 12
B o e e S L T LT

LELRA Hihere amerdmz b dhongs He imope of e oiging’ oorbocl tomodhewmos be S o g wil e oomsoeed B
nomcor o

bl E )
16 Ve AR 82 FRARAS 31 USRI 2 BFITE DASAE 20 SHASTE A Mpﬁfw Sl wedured Iy Shither arga®
aF s F“H‘.:-Iﬁa-n ameh o e fslane

Sy L S e R |

e
O TN FOT DIDLAS Do lrd ThG 1000 SF IRG Oriingl QONTOCT. | A The SIS DI QOnna? DAZ G, Fone ndl
Poad oD s T meEe S e e

Risies bmar raguie Dwrmivaey W
eanfinom manibedng | 110k e cbirced Supely Dhanidaregera— lngdshen {4, snzcomurms sfoermoy sevcs Femesnpetive Baseg |Morageme=
s omren prmsme prr s ses inad x e nmemlon s prapee goees e s oo Sopat

1, il s Bt it o Rl Hsl s bl s rminrighy g v by s i ol ippsaec el
rvﬂ-nvF-gFFc—-vznimp;l-m-w_---z—rlts-u--z-:-pe sty il smeiom ms fra e
ST AT e 2o TG Ore GOPORIane'y ft Fed ardior 1af T JatT SO o 0o e SR e 5 CLpESTedd trasagh
eIt b3 TR Ao fraf P mgulzten [ Rat Be g coed o TeTuY eee corrRet e BElng

Vil ha munsmai iy iirra'n'nm subwats bhat ELI m&me‘.ummw‘zma:ﬁw I--‘ll& Tingnos e
wEng Se-iTions 20101k

Ims o regaws | B smwd canen sarefas [EAL] tomzsaen IR
enem montionng  |171 MR mard nSen ZH) steiur dhet & BAS reusl sarss of ot e owr sl mcnagers of the rrumicscliiy arrunicog ey irazamen
vk rh A lmpa=

! tres hiwtinamca sfowr 0 or die }C:mlw:lxﬂ- arethe: monager n Fe sudzet ood Fecurs =¥ 2 meparing
ﬂ"\-‘!-l:-ﬂe P2 ond dedgncted -
T o lent] o st toppéy SN M2 rag et 30 proct Noress who 00 ol of e manlcpa ity o runeCngd sty ong
DTG mepas e The weimvarl T a ot QN oI OF the raurciods te o moricingl and T 1 e enecC Dol e of mralpg
s Schon spert
178, B2 Sand 0oud 56 Sofuctsted By 000 e fnat £ osrpaed v o trrezantee 2603

112 e 20 A I SNTS R ST SINRTET WIn T ana Desras

n » 1 PP pReRe T SRG IR FESD 1 GISYR SR MSTSEes S d o SN By 322 OFITR IS Da T etems A

i ths mre P gt o SRns? P e oS @M SRS @ s IegEe by i = ths Lemes e Suders At

i e Ul oot ik e —o ol b b e 87 Q0 and s 20M mractiars

] bl oy v mmo sw R Hhe e o 0 prac e b susem o the BV D - He S0 oealt e ia s dfm ard
farcForsdhouid oy rcluds MM Ao

i=] A vadng merrte of g BO e «Shooliom Comvrittes [J0C;
precerl o graize Salt, Bl oy nal S0 aar o e BAS

SO D3 Do O il oif Them BAZ. & et oF The BEC Co” D
- e S | P S o S BT

112 b2 endermand sohe Hhat m e Sone 2y e e i mewar
aZesure Sompased 34T Rowevar ihe3sad rar mapaie T maas m:h aF ne-nl,-\—n» tigdater FL e dvesi
rurssaattermonss et tas b 1T of e LS sged ng Sezovs e bassuy wpuesi om o somdda e

Emer

ng Risk Mo 21, 22,

mpeted

Internal Audit Services

"Your

partner in
assyrance excellence”




39

O \/E RS TRAN D Special Joint Audit & Performance Audit Committee meeting Z” l

/ Minutes of meeting: 25 August 2020

Annexure A
Page 4 of 5

Qther matters that the A& during the upcoming external audit

COVID related disclosure are currently in

process of discussion and evaluation, based on

1. Overstrand compiled a Working Paper — COVID-13 (checklist), compiled based or

A - -

Accounting Standards Board's document { Accounting implications of the COVID-19

v, and planned discussions with PT and other muni’'s for next week.

Ms M Koekemoer

Note 2 page 27 - What is the reason for the R7 200 000 investment property transfer in the
current year? Did one of the properties become occupied by the municipality’s own operotions
during the year. | can see a corresponding transfer under PPE for land.

Transfer of Tennis and squash Courts. Previously leased, now utilised as mun offices

Note 3 Page 29 - What is the main contributor to lasses in disposals R3 119 834 - assets
scrapped or seld for fess than baok value? Wﬂfrn assers?

000, Vehicies beyond sconomic repai

Replacement of redundant Infrastructure Assets R709 {
Ri.4m
Note 5 Page 31- Which conservation assets carried R9.25 mil impairment losses in 20207
Accumuiated Impairment on Nature Reserves across Overstrand since before 2015
Notel0 Page 35 — I would have expected o much higher Trade debtor balance at the end of 2020
than 2019 due to the deferred Covid 19-period accounts?

This represents Unbilled Revenue, leviad in July in respect of lune consumption, [no COVID
impact)
Note 10 Page 35 — Prepayments — Reason for /4,038,581 prepayment?
SALGA payment for Membership Fees at discounted rate, if paid in advance
Note 11 page 35— How does OM recoverability rate for fines compare to other municipaiities?

Compa

= favourably. Many municipalities are providing for impairment in excess of 60 — 90% of
their 2ross Fines debtors

Note 13 Page36 - the percentage provision for impairment in 2020 is 313 vs 2019's 26% - is this
the expected Covid-19 effect?

Yes.

Note 14 Page 38 - What was the reason far the reconciling difference between ABSA
3220000035 bank statement account balance and cash book balance at end of 2012 year, that is
now in perfect balance at end of 20202

Cutstanding items at previ r-end but no outstanding items this year as this account is ne

; :;‘p"ta-:mg out (Tender awarded for naw banker as from

ous ye

longar the primary account, in pr

f7/2019)
Note 18 Page 41 — Muin reason far higher trade payable balance end of current year?
Eskom Bulk Accounts paid L5 Jul weare RSm more than previous year. Also. & invoices only paid 15

Jul 2020 due to late submission amountad to R10.4m.

Internal Audit Services
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Note 21 page 42 — Which construction contract revenue lead to the significant increase in this
income line since last year?

GRAF 109 became effective 1 July 2019 which resulted in the implementatien of GRAP L1
Canstruction {
extent of the g YW much we recognize when spant.

The guantum a

ospectively. The

Note 21 page 42 — What was the main contributor to insurance ciaims received in 2020?

Riots [SASRIA| cdaims finalised and Claims with regard to Overstrand-wide wild fires in Jan 2019

Note 21 page 42 — The Skills Development Levy refund — does that relate to the “SDL haliday”
that was granted during the lockdown period? in other words did you stilf account for the

normal 1% $DL during these menths and just show the corresponding income relief?
Mct COVID reiated, receives on an annual basis, for refunds on skills develooment fewvy (Traini

expensss C

g

aimed) - can fluctuate

Note 22 page 42 — | take it thot the reason for the increase in interest charges on trade and
other recefvables would mainly be the effect of interest on deferred Covid-19 period accounts?

Represents a normal increase

Note 22 — Page 42 — what was the Interest received — other in 20202

Interest received on the purchase price for purchasing of Schulphoek land in trust account with
atrorneys

Note 23 page 43 — Why did property rates on all sections increase since prior year but rates
received from government drop?

HPP (Improvement District levies previously includad if cutstanding, discontinued from 1 July

2013 Also rhe effect of Interim Valuations due to Betties Bay Fires impacting on property values.

Note 25 page 43 — What witl the K9 unit grant be used for/was used for?

The Dept of Community Safety entered into a partnership agreement with Overstrand to increase

ioca! Law Enforcement capability through the establishment of 2 K5 unit te address crime
contributions on 3 lecal municipal level. The agreement iz supportad by a3 business plan in line
with the cbjective of the Overstrand Safety Plan.

Mote 25 Page 44 — Reason for repayment of R280 000 unspent grant for Financial Management
Support and also R240 000 for Financial Management Capacity Building?

Manies not utilized within timeframe due to unsuccessful outcome of advertising for Bursaries /

SAMRAS Fin system not ready with web development to implement modules

Mote 26 page 46 — What is included under public contributions non-cash and what is the reason
for the significant drop since last year?

Turn-Key project Assets, and sports club assets

Mote 32 page 49 — reason for significant consumer debtor impairment in 2020 vs 20197

Increase Debtors outstanding and subseguent impact of COVID on Impairment

Page 50 reason for significant decrease in Security Services ouisourced services.

The amcunt for 2018/201% reflects the levies paid to HPP, which was discontinued from 1 July

2019

22./
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ATTENDANCE REGISTER OF THE JOINT AUDIT AND PERFORMANCE AUDIT
COMMITTEE (JAPAC) MEETING
Held virtually (via Zoom) on Tuesday, 25 August 2020 at 14:00

1. Do you or your partner have any financial or other inferest in the subject matter of the meefing,
which may be considered as constituting a real, potential, or apparent condlict of inferest? Y/N

2. Is there anything else, or the perception by ofhers, that could affect your objectivity and
independence in this meeting? Y/N

By signing this register, | hershy declare that the disclossd informalion is corrsct and no other
sifuation of real, patential or apparent conflict of interest is known to me. | undertake {o inform the
meeting of any status changes that may be brought to light as & result of any issue that may ariss
as the meeling progresses. [ also undertake fo iimely inform the depariment of any changes in
these circumstances during the period.

(]OINT AUDIT AND PERFORMANCE AUDIT COMMITTEE MEMBERS

NAME POSITION SIGNATURE | QUEST.1 | QUEST.2
B Van Staaden Chairperson JAPAC - No No

R [Gingwill Member MOy No No

M hdiudly hMember P (e o
M Koekemoer Member ' N N
G Serfontein Member = né | 4

INTERNAL AUDIT SERVICES

NAME
D Van Der Heever

POSITION
Chief Audit Executive {CAE)

SIGNATURE QUESTA

No

QUEST.2
No

E Essop No No

N Tsholoba Intern: Internal Audit No No
S Makwetu Intern: Intemal Audit iy No No

Internal Auditor
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NAME

POSITION

SIGNATURE

Ald D Coetzee

Executive Mayor

Clir R de Coning

Finance Portfolio

Clir A Komanj

Management Services Portfolio

C Groenewald

Municipal Manager

="

D Amisan

Director Management Semnvices

Z Mazufhu,

Chief Risk Officer

S Reyneke- Naude

Director: Finance (CFO)

C Le Roux

Deputy Director: Finance & SCM

E King

Senior Manager: Financial Services

V Allen

Manager: Financial Accounting
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