REPORT 6 OF 2013

SELECT COMMITTEE ON PUBLIC ACCOUNTS OF THE 4™ MPUMALANGA PROVINCIAL LEGISLATURE:

DEPARTMENT OF COOPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS (2011/12)

1. INTRODUCTION
The Select Committee on Public Accounts (SCOPA) hereinafter referred to as a Committee,
examined the Annual Report of the Department of Cooperative Governance and Traditional
Affairs, hereinafter referred to as the Department, which includes the Annual Financial
Statements, Report of the Auditor-General, report of the Accounting Officer and
Performance Information.

The Committee sent preliminary questions to the Department and received responses which
were subsequently presented during a hearing. This transparent process of engagement
was aimed at assisting and guiding the Department on areas that require improvement and
monitoring.

The Committee discharged its mandate of ensuring prudent financial management over the
reports of the

2. COMMITTEE PROCEDURES

The Committee met on 19 February 2013 to deliberate on the above reports. Meetings of the
Committee were open sessions for the public including the media as required by Standing
Rule 116 of the Mpumalanga Provincial Legislature and section 118 (1) (b) of the
Constitution of the Republic of South Africa, Act No. 108 of 1996,

3. COMMITTEE FINDINGS AND RECOMENDATIONS
3.1. RESTATEMENT OF CORRESPONDING FIGURES

The Committee noted that the Auditor General has reported on page 57 of the Annual
Report that the corresponding figures for the prior balance sheet date have been restated as
a result of an error discovered during the current balance sheet date in the financial
statements of the Department as disclosed in note 10 to the financial statements.

The Committee was concerned on what had led the department to commit an error on the
previous year's balance sheet date which resulted to the current balance sheet date being
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reinstated. The Committee further wanted to know the actions taken by the Accounting
Officer to ensure that this error does not recur in future.

The department indicated that as disclosed in note 10 of the Financial Statements, the
corresponding figures were reinstated because of the balance in the bank account of
Traditional Councils. The Department added that the account has been with the department
since 1998 when funds were transferred from the Department of Justice to the then
Department of Local Government to identify and disburse to beneficiaries.

The department further indicated that the Accounting Officer has ensured that the account
was closed and funds transferred to the Provincial Treasury for disbursement. In addition,
the Accounting Officer indicated that there were no steps taken against any official as this
was not an omission by any official, the funds were not treated as government funds in the
past years.

3.1.1 RECOMMENDANTION
The Committee recommend the House to resolve that:

(i) The Accounting Officer must put mechanism and systems to detect matters and
issues that may cause errors in the financial statements.

3.2 UNAUDITED SUPPLEMENTARY SCHEDULES

The Committee noted that the Auditor General on page 57 of the Annual Report has stated
that the supplementary information set out on pages 120-129 did not form part of the
financial statements and was presented as additional information. The Auditor General has
not audited the schedules.

The Office of the Auditor General indicated that the statement on unaudited supplementary
schedules was to indicate that the statements were not audited as they do not form part of
the Financial Statements but, in relation to the submission all documents for auditing were
submitted in the prescribed time.

The Committee noted in the supplemenatary information that there were a total actual
transfer of R 46 320 000 to District Municipalities and total actual transfer of R 40 858 000 to
Water Boards. The Committee enquired aboutthe R40 858 000 transferred to the
Bushbuckridge Water Board and Rand Water Board.



The Committee was concerned that there was still outcry about water in Bushbuckridge
considering that R 23 915 000 was transferred to the Bushbuckridge Water Board
from the department.,

The Department indicated that, with regard to submission of information within the audit
period, it had submitted all the required information for auditing process.

The Department, indicated that the transfers to municipalities (Water Boards) were as part
of the water intervention projects approved by the Executive Council and the municipalities
(Water Boards) were appointed as implementing agents for the projects. The Department
affirmed the Committee that indeed Service Level Agreements with the Water Boards were
signed.

The Department, in responding to the Committee as to why the water outcry continues with
these interventions, indicated that the Bushbuckridge water problems are much bigger than
the R 23 915 000.

The Committee was concerned that the Service Legal Agreements did not have witnesses
and wanted to know if this is correct and if it is, the Committee believes that then the
provision for witnesses must not be included.

3.2.1 RECOMMENDATIONS

The Committee recommend the House to resolve that:

(i) The Accounting Officer must ensure that the Service Level Agreements signed
with water boards and municipalities are monitored and implemented.

3.3 PREDETERMINED OBJECTIVES

The Committee noted that the Auditor General has reported that the department achieved 93
of its targets compared to 137 planned targets meaning that 32% of planned targets were
not achieved.

The department indicated that the reasons for failure to achieve 32% its total planned targets
are explained against each performance indicator in the Annual Report. The Department
further indicated that if a programme is not 100% achieved, the Auditor General regards it as
a non - achievement.

The Accounting Officer further indicated that most of their indicators they have achieved over
80% but the Office of the Auditor General regard less than 100% as non-achievement.
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3.3.1 RECOMMMENDATION
The Committee recommend the House to resolve that:

(1) The Accounting Officer must improve its planning process to ensure that targets
and indicators are specific, measurable, achievable, and realistic and time bound.

(i) The Accounting Officer must ensure that there are systems in place to monitor
progress on the implementation of the Annual Performance Plan.

3.4 PROCUREMENT AND CONTRACT MANAGEMENT

The Committee noted that the Auditor General has reported that employees of the
Department performed remunerative work outside their employment in the department
without written permission from the relevant authority as required by section 30 of the Public
Service Act.

The department indicated the Accounting Officer has not allowed employees to perform
remunerative work but the Auditors refer to traditional leaders and CDWs who are owners
and members of companies that did business with other government departments. The
Accounting Officer further indicated that he has reminded every employee about the
legislative requirements in this regard.

The Accounting Officer affirmed the Committee that there was administrative will to comply
with the act and the department has put measures in place to ensure that those who are
employees in PERSAL are detected before orders or contracts are awarded.

The Accounting Officer further indicated that he has written to other accounting officers of
the Mpumalanga Provincial Government indicating that he had a finding about employees
doing remunerative work with government so as to be able to detect these officials.

The Committee informed the department that these issue was recuring, in the past all HODs
were informed to dissuade officials from doing business with government. The Committee
further reminded the Department that there was a resolution about this matter, that
employees must be undertaken to a workshop dissuading them to do business with
government unless they got the approval of the HOD. The Committee believes that this
matter must not be dealt with as new matter.

The department further indicated that SDB4 form has been signed. There was only one
official who was found to be doing business but the others were the Chiefs from the House
of Traditional Leaders who were performing business with government.

The Committee was therefore concern that after writing a letter to other HODs there seem to
be no other actions, however, the Department indicated that is notifying each other for all
HODs to collectively deal with officials doing business with government. The HOD further
indicated that they requested all companies doing business with government to declare
employees of government who are either owners, directors or employees of the government.

3.4.1 RECOMMENDATION



The Committee recommend the House to resolve that:

(i) The Accounting Officer must strengthen the implementation of previous House
resolutions aimed at preventing officials from doing business with government
without the necessary permission.

(i) The Accounting Officer must conduct workshops with Chiefs from the House of
Traditional Leaders and Community Development Workers aimed at dissuading
them from doing business with government.

(iii) The Accounting Officer must develop systems and mechanism to verify that
Companies in their data based are not owned or managed by employees of
government.

3.5 FINANCIAL AND PERFORMANCE MANAGEMENT

The Committee noted that the Auditor General has reported that the Accounting Officer has
not always reviewed and monitor compliance with applicable laws and regulations.

The Accounting Officer indicated that he has put in place numerous internal controls
activities to ensure monitoring and review of compliance. He further referred the Committee
to the Auditor General’'s Report which indicate that the Department is doing well with regard
to internal controls.

3.5.1 RECOMMENDATIONS
The Committee recommend the House to resolve that:

(i) The Accounting Officer must tighten measures and systems for reviewing and
monitoring compliance.

(ii) The Accounting Officer must establish a compliance register.

(iii) The Accounting Officer must put programmes and systems that will ensure that
the Internal Audit Unit of the Department and the Audit Committee of the
Department are able to detect non-compliance and rectify them timeously.

(iv)  The Accounting Authority and/or the Accounting Officer must ensure that steps
are taken against officials who fail to comply with laws and regulations.

3.6 INVESTIGATION IN PROGRESS

The Committee noted that the Annual Report indicated that an investigation is being
conducted into alleged irregularities within the Department in respect to water for all flagship
projects.

The Committee asked the department to indicate on who is conducting the investigation, at
what cost and when will it be concluded.

The department indicated that the investigation has referred the investigation to the Special
Investigation Unit. The investigation is completed and the Department is awaiting a report.
This investigation is at no cost as it is proclaimed by the Presidency. The Department
further indicated that recovery of funds incorrectly claimed will be implemented as soon as
SIU finalise its report.

3.6.1 RECOMMENDATIONS



The Committee recommend the House to resolve that:

(i) The Accounting Officer must submit the report of the investigation to the
Committee as soon as they are available.

(ii) The Accounting Officer must ensure that there are measures put in place to
identify and prevent risks that could lead to irregularities in the department

3.7 FRUITLESS AND WASTEFUL EXPENDITURE (R 87 000)

The Committee noted that the Department has reported a fruitless and wasteful expenditure
amounting R 87 000 for the period under-review.

The department indicated that the fruitless and wasteful expenditure refers to the
construction of the provincial disaster centre implemented by the Department of Public
Works, Roads and Transport as reported on page 108 of the Annual Report, this
expenditure, the department explains that, is a direct result of interest paid to Mandia
Miangeni Quantity Surveyors after the contractor won a court case against the Provincial
Government.

The Department, in responding to the Committee question on whether this fruitless
expenditure was reported to the Provincial Treasury, indicated that the matter has been
reported through the Annual Report. In addition, the Accounting Officer has not taken
actions against any official as this fruitiess expenditure did not arise of the Department's
initiative but indicated that regular monitoring and reporting of expenditure and
commitments.

3.7.1 RECOMMENDATIONS
The Committee recommend the House to resolve that:

(i) The Accounting Officer must develop effective systems to identify and prevent
fruitiess and wasteful expenditure

3.8 REPORT OF THE AUDIT COMMITTEE

The Committee noted that on Page 49 of the Annual Report, the Audit Committee stated that
the internal control for the period under review was partially effective and efficient.

The Department indicated that this is a general statement from the Audit Committee since
the Department introduced more measures to improve internal control and these includes,
but not limited to:

(a) Establishment of compliance monitoring unit- fully functional

(b) Established of risk management and monitoring unit- fully functional

(¢) Quarterly interim financial statement are submitted to Treasury and internal audit
(d) Self - audit and review of performance with POE

(e) Regular management meetings and review sessions

(f) External review of systems of internal controls by internal audit

The Committee noted that the Audit Committee reports in the Province are the same
whereas the issues are not the same. The Committee was concerned if the Audit






