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ITEM NUMBER: C

OVERSIGHT REPORT IN RESPECT OF THE 2016/17 ANNUAL REPORTS
FOR THE CITY OF CAPE TOWN AND ITS MUNICIPAL ENTITY (CONVENCO)

INGXELO YOKUBEK’ ILISO NGOKUPHATHELELE KWIINGXELO ZONYAKA
ZIKA-2016/17 ZESIXEKO SASEKAPA NEZEQUMRHU LIKAMASIPALA
(CONVENGO)

TOESIGVERSLAG OQOR DIE 2016M7-JAARVERSLAE VIR DIE STAD
KAAPSTAD EN SY MUNISIPALE ENTITEIT (CONVENCO)

LSU J2675 / J2814

RECOMMENDATION FROM THE MUNICIPAL PUBLIC ACCOUNTS
COMMITTEE: 13 MARCH 2018 (MPAC 07/03/18)

RECOMMENDED that

(a) Council adopts the oversight report and approves the 2016/17 Annual Reports
of the City and its Municipal Entity (CONVENCOQ) without reservation;

(b) the resolutions in annexure B to the attached report be supported for action
and where applicable, be referred to the relevant officials and feedback,
where applicable, be provided to the Municipal Public Accounts Committee;

(c) the unauthorized, irregular -and fruitless expenditure and material loss and
additional dlsclosures related to Supply Chain Management regulations as
contained in note 46.1.2 (C20!O1f18) and 48,2 of the Annual Report
respectively be referred to the Municipal Public Accounts Committee for

investigation.

ISINDULULO SEKOMITI KAMASIPALA EJONGENE NEE-AKHAWUNTI
ZOLUNTU: 13 EYOKWINDLA 2018 (MPAC 07/03/18)

KUNDULULWE ukuba




(a) IBhunga malamkele, ngaphandle kwentandabuzo ingxelo engobek'iliso kwaye
liphumeze iiNgxelo zoNyaka ka-2016/17 zeSixeko neQumrhu laso elizimeleyo
likaMasipala (CONVENCQ);

(b} Makuxhaswe izisombululo ezikwisinlomelo-B ukuze kuthatyathwe inyathelo
kwaye apho kufanelekile zidluliselwe kumagosa afaneleklleyo nengxelo, apho
kufanelekileyo, kwiKomiti kaMasipala gjongene nee-Akhawunti zol untu;

(c) Inkcitho  engagunyaziswanga kwaye engangdinelamyo, engenasizathu
neyilahleko neyilahleko yempahla nolongezelelo lodandaiaziso lokuyimfihlo
ngokuphathelene rnemigago yolawulo [okuthenga nokuthengisa Kkwezinto
njengoko kugqulathwe kwisaziso-46.1.2 (C20/01/18) no-46.2 kwiNgxelo
yoNyaka, mayidluliselwe kwezee-akhawunti zoluntu zikaMasipala ukuze
Ziphandwe.

AANBEVELING VAN DIE MUNISIPALE KOMITEE OOR OPENBARE
REKENINGE: 13 MAART 2018 (MPAC 07/03/18)

AANBEVEEL dat

(a) die Raad die. toesigverslag aanneem en die 2016/17-jaarverslae van die Stad
en sy munisipale entiteit.(Convenco) sonder voorbehoud goedkeur;

(b) die resclusies in bylae B by die aangehegte verslag vir optrede gesteun word,
waar toepaslik na die betrokke amptenare verwys word en terugvoering (waar
toepaslik) aan die munisipale komitee oor openbare rekeninge (MPAC)

gelewer word;

(¢) die ongemagtigde onreelmatige én vrugtelose besteding en materiele verlies
en bykomende openbaarmakings met betrekking tot die regulasies oor
voorsieningskanaalbestuur, soos onderskeidelik in nota 46.1.2 (C20/01/18) en
46.2 van die jaarverslag vervat, vir ondersoek na MPAC verwys word.

%ECOMMENDED
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CiTY OF CAPE TOWN
ISIXEKO SASEKAPA
STAD KAAPSTAD

| DATE: 13 MARCH 2018
REPORT TO: MUNICIPAL PUBLIC ACCOUNTS COMMITTEE 6 20306 6154

" TEMNOMEER © mpAc 07103118

2. SUBJECT

OVERSIGHT REPORT IN RESPECT OF THE 2016/17 ANNUAL REPORTS FOR
THE CITY OF CAPE TOWN AND [TS MUNICIPAL ENTITY

ONDERWERP

TOESIGVERSLAG OOR DIE 2016/17-JAARVERSLAE VIR DIE STAD KAAPSTAD
EN SY MUNISIPALE ENTITEIT

ISIMLOKO

INGXELO YOKUBEK’ ILISO EPHATHELELE KWIINGXELO ZONYAKA ZIKA-
2016/17 ZESIXEKO SASEKAPA NEZEQUMRHU LIKAMASIPALA

LSU: J2675 & J2814

3. DELEGATED AUTHORITY
In terms of delegation part 20(1)(1)
This report is FOR CONSIDERATION BY

M Committee name :Municipal Public Accounts Committes {(MPAC)

[0 The Executive Mayor ito Delegated authority

[ The Executive Mayor together with the Mayoral Committee (MAYCO)
O Council

4. DISCUSSION

The System of Delegations part 20 deleganon 1(1), last amended by Council on
19 January 2018 (item SPC04/01/18), reqmres MPAC to "consider and evaluate the
annual report, and the annual report-of any municipal entity under the City’s sole or
shared control, and make recommendations to Council when it adopts the oversight
report on the annual report in terms of section 129" of the Local Government;

w"ﬂMaking progress possible. Together,
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i,

Municipal Finance Management Act, A¢t 56 of 2003 (MFMA). Refer to Annexure A
for the MPAC chairperson’s memo in respect of the 2016/17 oversight process.

4.1. Financial implications @ None [ Opex O Capex
S [1 Capex: New Projects
€] Capex: Existing projects requiring
additional funding '
O Capex; Existing projects with no additionai
funding requirements

4.2. Legal Compiiance ]
Section 129 of the MFMA..

4.3.Staff Implications T Yes ®No
5. OUTCOMES QF DISCUSSIONS WITH MAYCO MEMBER

N/A — no Mayco member

6. RECOMMENDATIONS

Not deleqated: for decision by Council:

itis 'recomrﬁended that:

(@} The Municipal Public Accounts Committee (MPAC), having fully considered the
2016/17 Integrated Annual Reports of the municipality and the municipal entfity
and representations thereon, recommend that Council adopt the oversight report
and approve the annual reports without reservations. '

(b) The resolutions in annexure B be supported for action and, where applicable, be
referred to the relevant officials and feedback (where applicable) be provided to
MPAC.

AANBEVELINGS

Nie gedelegeer nie: vir besluitneming deur die Raad: |

Daar word aanbeveel dat:

(a) Na volledige oorweging van die geintegreerde jaarverslae vir '2_0161"17 van die
munisipaliteit en die munisipale entiteit en verto& daaroor, dig munisipale komitee

Pl Making progress possible, Together.
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0or openbare rekeninge (MPAC) aanbeveel dat die Raad die toesigverslag
aanneem en die jaarverslae sonder voorbehoud goedkedur.

(b) Die resolusies in bylae B vir optrede gesteun word en, waar foepaslik, na die
‘betrokke amptenare verwys word en terugvoering (waar toepaslik) aan MPAC
gelewer word,

IZINDULULO

Azigunyaziswanga: iSigqibo seseBhunga;

Kundululwe ukuba:

(a) IKomiti kaMasipala ejongene nee-Akhawunti zoLuntu (MPAC), ekubeni ithathele

~ inggalelo ngokupheleleyo iingxelo zonyaka zikamasipala ngowama-2016/17
nezequmrhu likamasipala neengxelo-nkcaza, mayenze isindululo kwiBhunga
lokwarmkela ingxelo engobek'iliso kwaye liphumeze iingxelo zonyaka ngaphandle
kwemiqathango.

(b) Makuxhaswe izisombululo ezikwisihiomelo-B ukuze kuthatyathwe inyathetlo
kwaye apho kufanelekile zidluliseiwe kumagosa afanelekileyo kwakhona
kunikezelwe ngengxelo (apho kufanelekileyo) kwiKomiti kaMasipala ejongene
nee-Akhawunti zoLuntu (MPAC),

ANNEXURES

ANNEXURE A: Memorandum in respect of the 2016/17 Oversight Process of the City of Cape
Town and its Municipal Entity ' _

ANNEXURE B: Minutes of the MPAC meetings heid on 9 and 27 February 2018

ANNEXURE C: Schedule of questions from the: MPAC oversight process

ANNEXURE D: Comments from the Portfolio Committees and the Public

ANNEXURE E: Report of the Audit and Performance Audit Committee

FOR FURTHER DETAILS CONTACT

NAME Antoinette Moolman,  CONTACT NUMBER 021 400 8287

E-MaIL ADDRESS ) Antoinette. Moaiman@caoetown gov.za

FILE REF NO 2."9!1!'2

DATE: &/3 /.'20( g

DIRECTORATE | ~ Directorata of the N‘ayor 1

SIGNATURE : CHIEF AUDIT EXECUTIVE -Bazil Vinf

" Making progress possible. Together.
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PORTFOLIO MANAGER: PROBITY
NamE Lindiwe Ndaba
DaTE

SIGNATURE

EXECUTIVE DIRECTOR

NAME Craig Kesson

DATE 0 é‘ | } 7

SIGNATURE

|
LEGAL COMPLIART

REPORT COMPLIANT WITH THE PROVISIONS OF
COUNGIL'S DELEGATIONS, POLICIES, By-Laws
AND ALL LEGISLATION RELATING.TO THE MATTER'

UNDER CONSIDERATION.
NAME Joan'-/%m' bk
Dwe 0603 [ 2018
SIGNATURE V)

e

COMMENT:

COMMENT;

1 NON-COMPLIANT

COMMENT:

o>

Cortified as legally compliant: 9
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ANNEXURE A

ISIXEKO SASEKAPA . . COUNCILLOR YAGYAHADAMS
STAD KAAPSTAD CHAIRPERSON: MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

T:027.400 1770 M 076 4278017
E: Yagvah.Adaris@c town.aovizer

MEMORANDUM REF: MPAC\Qversight Repori\2016:17\Annexures FINAL
DATE 28 February 2018
To Munitipal Public Acceunts Committee
Council

2016/17 OVERSIGHT PROCESS: CITY OF CAPE TOWN AND ITS MUNICIPAL ENTITY

The System of Delegations part 20 detegation 1(1), last amended by Council on 19 January 2018
(ifem SPCD4/01/78); requires MPAC fo “consider and evalugte the annual report, and the annual
report of any municipal enfity under the Cify's sole or shared control, and make recommendations
to Council when |t adopts the oversight report on the annual report in terms of section 1297 of the
Local Government: Municipal Finarice Management Act, Act 56.of 2003 (MFMA).

Furthermore, MPAC's purpose in ferms of paragraph 6.2 of their Terms of Reference
(item C18/10/16) is fo perform-the oversrgh’r funciion for Council as required by section 129 of the
Local Gavernment: Municipal Finance Management Act, Act 56 of 2003 (MFMA).

The 2016/17 Integrated Annual Repert of the City of Cape Town (CCT} {item C04/01/17) -and the
2017 Integrated Annual Report of the Cape Town International Convention Cenfre (CTICC)
(item C20/01/17) were tabled at the Council meetirig on 31 January 2018. In terms of section 129
of the MFMA an oversight réport must be adopted by Council within fwe. months of the Annual
Reporis being tabled.at Council (i.e. March 2018},

The oversight process in respect of the aforementioned Integrated Annual Reperts commenced on
1 February 2018 when the Audifor-General South Africd (AGSA) briefed MPAC on the MFMA audit
outcomes of the 2016/17 financial year for the CCT and CTICC,

On 9 February 2018 and 27 February 2018 MPAC met with the Acting City Manager and the
Executive Management Team (EMT) -or their delegated riominees fo consider responses on fhe
madtters of concer raised by MPAC {refer to the minutes of MPAC oversight meetings held on
9 February 2018 and 27 February 2018 which are attached as Annexure B). Comments and
resolutions from the oversight process are contained in Anhexure C. The Integrated Annuat Report is
made availabie at the Subcouncil offices and members of the public are invited to submit wiitten
comments or make representations via the Organisational Performdnce Management [OPM)
department. No comments were received. No comments or guestions were received from the
porifolio commlh‘ees {refer to Annexure D). The Audit and Performance Audit Commiftee's report
fo MPAC is attached as Annexure E.

Furthermore, MPAC has established task feams fo investigate the unauthorised, iregular and
fruitless and wasteful expenditure. and other additional disclosures in terms of section 32(2} of the
MFMA and report to Council on conclision of the mveshgc&ﬂons

Clr Y Adams
Chairperson: MPAC

CIVIC CENTRE IZIKO LOLUNTY BURGERSENTRUM. |

12 HERTZOG BOULEVARD CAPE TOWN 8001 P O BOX 298 CAPE TOWN 8000
www.capetown.gov.zo

o .
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MPAC 04/02/18

- MINUTES -

ANNEXURE B

OF THE MEETING OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE HELD IN
COMMITTEE ROOM A, 5™ FLLOOR, PODIUM BLOCK CIVIC CENTRE, CAPE TOWN

ON FRIDAY 9 FEBRUARY 2018 AT 10 00

PRESENT

COMMITTEE MEMBERS

CAPE MUSLIM CONGRESS

Clir Y-Adams (Chairperson)
DEMOCRATIC ALLIANCE

ClirP Chapple (Deputy Chairpérson)
Cllr E Anstey

Clir R Beneke

Clir K Southgate

Clir A van Zyl

AFRICAN NATIONAL CONGRESS

Cllr D Khatshwa

I Scheepers
B Vink

A Vorster

A Warren

OFFICIALS

R Bosman : Safety and Security

Z Bapoo - Legal Services

Y Dlomo : Internal Audit

H du Plessis. + Transportand Urban Development Authority
R Garman : Forensics f

O Josie : Forensics

K Jacoby : Finance

G Kaiser » Informal Settlements, Water and Waste Services
G Kenhardt : Corporate Services

C Kesson : Directorate of the Mayor

K Le Keur : Assets and Facilities Management

W Le Roux : safety and Security

M Maore : Transport and Urban Development Authority

L Ndaba * Probity

G Postings : Office of the City Manhager

L Rencentre . Energy

. Area Based Service Delivery
sinternal Audit

: Office of the Speaker
Social Services



MUNICIPAL PUBLIC ACCOUNTS COMMITTE E(MPAC) 8 FEBRUARY 2018
MINUTES .

R Tippoo ! Executive Committee Services
LEAVE

Clir M Xego

ABSENT

Cllr B Majinge

Clir P Vokwana

APOLOGIES

G Fortune.
E Sass
A Moolman



MUNICIPAL PUBLIC AGCOUNTS COMMITTEE (MPAC) 9 FEBRUARY 2018

MINUTES

MPAC 01/02/18

MPAC 02/02/18

MPAC 03/02/18

MPAC 04/02/18

OPENING

The Chairperson, Coungillor Y Adams welcomed everyone to. the
meeting and requested that a moment of sitence be observed,

APOLOGIES / LEAVE OF ABSENCE

RESOLVED that it be noted that Councillor M Xego ‘had been
granted leave of absence by the Chief Whip and apologies for not
being able to attend the meeting had been received from Messrs G

Fortune and E Sass and Ms A Moolman.

THE CITY’S ANNUAL REPORT FOR 2018/17: QUESTIONS

FROM THE MEMBERS OF THE COMMITTEE

Councilior Adams voiced his -concern that nobody from the
Transport and Urban Development Directorate was present at the

‘commencement of the meeting.

Ms Tippoo tabled an updated sehedule of guestions, a copy of
which is attached to the official minutes as annexure A, Answers to
questions 1-2, 13-18, 18, 21-22,25, 2733, 36-41, 44-52, 57-59, 70~
75, 77-83, 87 and 89 were giver verbally by the Executive Directors
and their answers will be reflected on the schedule to be submitted
to the Committee on 27 February 2018. The Committee agreed that
the outstanding questions be answered in writing by the Executive
Directors and also be submitted to the Committee on
27 February 2018,

RESOLVED that the questions and answers be submitted: by the
Execttive Directors to the meeting scheduled for 27 Febriary 2018.

ACTION: ALL EXECUTIVE DIRECTORS

CAPE TOWN INTERNATIONAL CONVENTION CENTRE
ANNUAL REPORT 2016/17: QUESTIONS FROM THE MEMBERS

OF THE COMMITTEE

Ms Tippoo tabled an updated schedule of questions, a copy of
which is attached 1o the official minutes as annexure B. All answers
to the questions would be submitted to the meeting scheduled for
27 February 2018.



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 9 FEBRUARY 2018

MINUTES

MPAC 05/02/18

RESOLVED that It be noted that the questions and answers on the
CTICC. 2016/17 Annual Report would be submitted to the meeting
scheduled for 27 February 2018,

ACTION: A MOOLMAN

‘SUBMISSION BY COUNCILLOR B HADEBE

The correspondence from Councillor Hadebe was discussed and it
was agreed that the matter had nothing to do with the 2016/17
Annual Report. It was also brought to the Committee’s aitention
that MPAC could only investigate matters referred to it by Council.
It was therefore suggested that if he so wished, Councillor Hadebe.
could submit the matter to Coungil for consideratior.

RESOLVED that Gourtcillor Hadebe be advised that as the matter
had nothing to do with the 2016/17 Annual Report and as the
Committee could not investigate matters nat referred to it by
Council, he had the option of submitting the matter'to Council for
consideration,

ACTION: R TIPPQO

MEETING ENDED AT 12:20

CHAIRPERSON: COUNCILLOR Y ADAMS ' DATE



- MINUTES -

OF THE MEETING OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE HELD IN
COMMITTEE ROOM A, §™ FLOOR, PODIUM BLOCK, CIVIC CENTRE, CAPE TOWN
ON TUESDAY 27 FEBRUARY 2018 AT 10:00

PRESENT

COMMITTEE MEMBERS

CAPE MUSLIM CONGRESS

Clr Y Adams (Chairperson)
DEMOCRATIC ALLIANCE

Clir P Chapple (Deputy Chairperson)
Clir E Anstey '
Clir R Beneke

Clir A van Zyl _
Clir P Vokwana (arrived at 10:05)
AFRICAN NATIONAL CONGRESS

Clir D Khatshwa (arrived at 10:20)
Cilr B Majingo

ECONOMIC FREEDOM FIGHTERS

Cillr M Xego

OFFICIALS

L Mbandazayo : Acting City Manager _

O Asmal : Transport and Urban Development Authority
G Fortune - Transport and Urban Development Authority
R Garman : Forensic Services.

O Josie : Forensic Services

C Kesson - Directorate of the Mayor

W Le Roux - Safety and Security

K Le Keur - Assets and Facilities Management

M Maithyse. . Safety and Security

A Moolman - internal Audit

£ Naude _ - Transport and Urban Development Authority
S Pretorius : Legal Services

£ Sass. : . Social Development

L Scheepers - Area-based Setvice Delivery



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018
MINUTES

Z Sungay : Finance

A Vorster : Office of the Speaker

R Tippoo : Executive.Committee Services

PUBLIC

Mr G Harris - Audit and Performance Audit Committee
Mr A Bloew : Auditor-General of South Africa

PRESS

None

LEAVE

Clir K Southgate

APQLOGIES

R Bosman : Safety and Security.

K Jacoby : Finance

G Kaiser - Informal Settlements, Water and Waste
G Kenhardt - Corporate Services

L Ndaba : Probity

K Nassiep . Energy

‘G Postings . Office of the City Manager

D Valentine. + Finance

B Vink : Internal Audit



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018

MINUTES
MPAC 01/02/18  OPENING
The Chairperson, Councillor Y Adams welcomed everyone to the:
meeting and requested that a moment of silence be observed.
MPAG 02/02118  APOLOGIES / LEAVE OF ABSENCE

MPAC 63/02/18

MPAC 04/02/18

MPAC 05/02/18

RESOLVED that

(a) it be noted that Councillor K Southgate had been granted leave
of absence by the Chief Whip;

(b) it be noted that apologies for not being able o attend the
meeting had been received from Mesdames G Kaiser,
G Kenhardt, L Ndaba and G Postings and Messrs R Bosman,
K Jacoby, K Nassiep, D Valentine and B Vink.

CONFIRMATION OF THE MINUTES OF THE MEETING HELD ON
1 FEBRUARY 2018

RESOLVED that the minutes of the meeting held on
1 February 2018 be confirmed.

CONFIRMATION OF THE MINUTES OF THE MEETING HELD ON
9 FEBRUARY 2018

RESOLVED that the minutes of the meeting held on
9 February 2018 be confirmed.

MATTERS RECEIVING ATTENTION

(1) CAPE TOWN CUP

RESOLVED that it be noted that the next meeting of the Task
Team would be held on27 March 2018. .

ACTION: RTIPPQO

(2) UNAUTHORISED,  IRREGULAR AND WASTEFUL
EXPENDITURE: 8 ADAM TAS STREET, BELHAR

RESOLVED that it'be noted that the report on the investigation
would be submitted to the Committee on the 13 March 2018,



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE _(MPAC) 27 FEBRUARY 2018

MINUTES

MPAC 06/02/18

MPAC 07/02/18

ACTION: A MOOLMAN

(3) FALSE DECLARATIONS: AWARDS TO PERSONS IN THE
SERVICE OF THE STATE: 2015/16

Councillor Chapple said that because of the problem with
gaining access to the national data base the City would always
experience problems with supply chain management matters.
He requested that the item be removed from the list of “matters
receiving attention”.

RESOLVED that the matter be removed from the fist of “‘matters
receiving attention.”

ACTION: R TIPPOO
RESPONSES TO QUESTIONS ASKED ON THE CAPE TOWN
INTERNATIONAL CONVENTION CENTRE (CTICC) ANNUAL
REPORT FOR 2016/17

The Commitiee was satisfied with the answers to the questions
provided by the Cape Town International Convention Centre.

RESOLVED that the answers submitted by the Cape Town
International Convention Cenitre be accepted.

ACTION: A MOOOLMAN
RESPONSES TO QUESTIONS ASKED ON THE CITY’S ANNUAL
REPORT FOR 2016/17

Coungcillor Majingo referred to question 2 and asked what was the
reason for the underspending of the operating budget. Mr

Mbandazayo explained that any undeérspending on the operating

budget was a saving for the City. Councillor Majingo questioned the
delay in construction due to dealing with underground services. Mr
Kesson responded that in certain instances the directorates were
reliant on corporate tenders and if there was a delay in awarding the
tender it would have a ripple effect throughout the organisation.

However big tenders were prioritised and awarded.

Councillor Benske referred to question & and voiced his concern at
the low number of court hearings. He then referred to question 8
and enquired what the time frames were for approval of building
plans.



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018

| MINUTES

Ms C Walters said that plans for buildings under 500m? were
approved within 30 days and those above 500m? were approved
within 60 days.

Councillor Chappie referred to question 11 and said that leases
entered into with sporting bodies should be clarified and monitored
by the Portfolio Committee. Mr Sass 'said that ihe City had
hundreds of leases which were in the process. of being checked. A
new policy was being established which would assist the process.

Councillor Khatshwa referred to question 23 on public participation.
and said that he was not satisfied with the answer. He said that he
wanted to know what was actually being done and how it could be
improved as communities were complaining that their comments
were not being considered. Mr Kesson responded that the
mechariism of engagement had been identified as -an area for
improvement. Mr Scheepers acknowledged that there was a huge
problem with human resources and said that the use of subcouncils
was being considered. [n addition, he was working with the Human
Science Research Council fo. arrive at a suitable and effective
mechanism to deal with public participation. Councillor Khatshwa
then referred to question 26 and said that it seemed that women
were placed in menial jobs or contracted as EPWP workers, Mr
Fortune said that question 26 referred fo the “Women at Work"
programme and therefore the answer referred to that programme
and not to the employment of women in general.

Councillor Majingo referred to question 48 and enquired what were
the problems being experieticed by the City. Mr Mbandazayo said

that the City had no problem dealing with municipal reguiations.

However, gaps in the process had been identified and was being
addressed by Mr Kesson. A plan was in the process of being

established to ensure that all areas'were covered.

Mr Kesson referred to question 56 and said that the investigation
was on schedule. He requested that the answer in the schedule be
deleted.

Councillor Adams referred to question B3 on street. people and said
that complaints were being received that the City was not providing
toilets. Mr Sass said that an area in the CBD had been identified for:

_a pilot project where chemical toilets would be provided. He said

that the City was considering ways to deal with street people in a
humane way. Street people were also encouraged to make use of
shelters.,



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018

MINUTES

an estimate based on a prev

Councillor Khatshwa referred to question 66 on the people’s housing
process. He was of the opinion that Ward Coungillors: should have
oversight of these projects as all complaints from the
owners/tenants were directed to the Ward Councillors. He said that
many houses in the townships were left uncompleted or the quality
of the houses. were not of a .good standard due to poor
workmanship. Mr Fortune said that the role of the Ward Councillor
would be disclissed within his directorate.

Councillor Majingo referred to question 71 regarding the Audit
Management letter. Mr Kesson said that all areas of concern raised
by the Auditor-General in the management letter had been
addressed by the Executive Management Team and would be
referred to the Audit and Performance Audit Committes for
interrogation. . Councillor Majingo also referred to question 73
regarding the billing of water. He said that he wanted a breakdown
of the 27 500 properties i.e. how many in each area. Mr Vorster

said that the directorate was unable to provide figures for each area,

However, every effort was being made to get a water meter reading
each month. With regard to the electricity meter readings,
Councillor Majingo enguired how readings were taken if the meter
reader could not gain access to the property. Mr Vorster said that

jous reading would be done and a
message would be left for the occupants of the property. The City

would also try to relocate the glectricity meter to an area which was

more accessible.

Counclilor Anstey said that it should be noted that most of the
questions submitted by the members of the Committee should have
been raised at the Portfolio Committees. Ms Moolman said that no
comments had to date been received from the Portfolio Committees
and from-the public.

RESOLVED that

(a)the answer to duestion 56 be amended to read that the
irnvestigation was on schedule;

(b the role of the Ward Councillar in the Geople’s Housing Process
be considered by the Transport and Urban Development
directorate; : .

(c) subject to (a) and (b) above, the answers submitted by the
officials as contained in the schedule be accepted.

ACTION: A MOOLMAN / G FORTUNE



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018

MINUTES

MPAC 08/02/18

MPAC 09/02/18

REPORT OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE
FOR THE QUARTER ENDED 31 DECEMBER 2017

RECOMMENDED that Council acknowledges and notes the
activities and minutes of the Municipal Public Accounts Comimittee
for the quarter ended 31 December 2017.

ACTION: R TIPPOO

REPORT OF THE AUDIT AND PERFORMANCE AUDIT
COMMITTEE OF THE CITY OF CAPE TOWN ON THE CITY'S.
INTEGRATED ANNUAL REPORT FOR THE YEAR ENDED
30 JUNE 2017

Ms Moolman tabled the report, a copy of which is attached to the
official minutes as anngxure A,

RESOLVED that it be noted that the Audit and Performance Audit
Committee’s conclusion is that the City's Annual Report for 2016/17
presents performance against all  key gommitments and
recommends the Integrated Annual Report for onward submission
to Council. '

ACTION: A MOOLMAN

ADDITIONAL MATTER

MPAC 10/02/18

IRREGULAR EXPENDITURE FOR THE 2016/17 FINANCIAL
YEAR

A report from Mr D Valentine was tabled and is attached to the
official minutes as annexure B.

RESOLVED ihat the following Task Teams be. established to
investigate the irregular expenditure:

(a) NON COMPLIANGE WITH SUPPLY CHAIN REGULATIONS
Membership: Councillors Anstey, Majingo and van Zyl
(b) NON COMPLIANGE WITH MFMA S116(3) o

Membership: Councillors Southgate, Beneke and Khatshwa



MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) 27 FEBRUARY 2018
MINUTES

(c) NON COMPLIANCE WITH REMUNERATION OF PUBLIC
OFFICE BEARERS ACT

Membership: Councillors Chapple, Vokwana, Khatshwa and
Kedo;

FURTHER RESOLVED that the Task Teams would have their first
meeting on Tuesday 27 March 2018.

ACTION: R TIPPOO

MEETING ENDED AT 12:00

CHAIRPERSON: COUNCILLOR Y ADAMS DATE
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ANNEXURE D

COMMENTS FROM PORTFOLIO COMMITTEES AND THE PUBLIC

PORTFOLIO COMMITTEE

| "COMMENTS: ="

Area-Based Oversight Nofth

o comments received as af 13 March 2018

Area-Based Oversight South

No comments received as ot 13 March 2018

Area-Based Oversight Eqst

No comments received as af 13 March 2018

Area-Based Oversight Central

No comments received as:at 13 March 2018

Assets and Facilifies

No comments received as at 13 March 2018

Corporate Services

CRSPC 07/03/18 _
RESOLVED that the City's Annual Report and executive summary’

for 2014/17 be noted.

Finance

No comments received gs af 13 March 2018

Safety and Social Services

SSSPC 25/02/18 | B
RESOLVED that the contents of the Cify's Annual Report and
Executive Summary for 2016/17 e noted.

| Transport and Urban
Development Authority

TUDPC 07/02/18

RECOMMENDED that:

(a) The City's Annual Report and Executive Summary for 201617
 {Annexure A & B} now be made public;

(b} Representations be invited from the tocal cormmunity;.and

(c) Copies of the Annugl Report and Executive Summary be
distributed fo the institutions referred fo in Section 127{5) of the
MFMA;

Council dedl with the Annual Repert in accordance with the
steps contained in Sections 129 and 130 of the MFMA and that
an oversight report be adopted by Council by 28 March 2018,

(d)

utilities and Energy

UESPC 17/03/18 | |
It is RECOMMENDED that the Tdbling of the City's Annual Report
and Executive Summary for 2016/17, be roted.

PUBLIC

The CCT's Integrated Annual Report is made available at the Subcouncil offices and members of
the public are invited to. submit written comments or make representations via the OPM
dep'czrtmen’f.'No‘ comments were recsived.
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ANNEXURE E

CITY OF CAPE TOWN.
ISIXEKO SASEKARA
"STAD KAAPSTAD

DATE: 27 FEBRUARY 2018
REPORT TO: MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

amgf
1. ITEM NUMBER

2. SUBJECT

REPORT OF THE AUDIT AND PERFORMANCE AUDIT COMMITTEE OF THE CITY OF
CAPE TOWN ON THE CITY'S INTEGRATED ANNUAL REPORT FOR THE YEAR ENDED
30 JUNE 2017

ONDERWERP

VERSLAG VAN DIE OUDIT- EN PRESTASIEQUDITKOMITEE VAN DIE STAD
KAAPSTAD OOR DIE STAD SE GEINTEGREERDE JAARVERSLAG VIR DIE JAAR
GEEINDIG 30 JUNIE 2017

ISIHLOKO
INGXELO ZEKOMITI YEZOPHICOTHO NEYOPHICOTHO KWINDLELA YOKUSEBENZA
ZESIXEKO SASEKAPA  NGOKUMALUNGA NENGXELO EHLANGANISIWEYO

YONYAKA YESIXEKO OWAPHELA NGOMHLA WAMA-30 KWEYESILIMELA (JUNI}
2017

LSU H4337 & J2667

3. DELEGATED AUTHORITY

In terms of paragraphs 4.2.9 and 5.14 of the Terms of Reference of the Audit and
Performance Audit Committee (APAC)

This reportis FOR CONSIDERATION BY

¥ Committee name ;. Municipal Public Accounts Committee (MPAC)
£ The Executive Mayor ito Delegated authority

T The Executive Mayor together with the Mayoral Committea (MAYGO)
O Council

Making progress possible. Together.

APAC\Report to MPACI2016-17\Caver Report FINALPage 1 of 4
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4. DISCUSSION

In terms of section 4.2.8 and 5.14 of the APAC’s Terms of Reference they must recommend
the integrated report for approval by Cotincll and must provide Council with their comments.
on the [nfegrated Annual Report prior to Council's approval of the Integrated Annual Report.

In terms of feading practice the APAC, as an advisory oversight activity, submits this report.
to the MPAC for consideration durmg their oversight process in respect of the'
City of Cape Town's Integrated Annual Report for the year ended 30 June 2017,

The APAC have considered the work performed by Interal Audit and the Auditor-General
South Africa on the integrated Annual Report in arriving at their recommendation as
documented in Annexure A, Aftached as Annexure B is the APAC's Report to the
Executive Mayor, Mayco and Council for the year ended 30 June 2017,

4.1.Financial implicatiohs & None [J Opex O Capex
[ Capex: New Projects
] Capex: Existing projects requiring
additional funding
L1 Capex: Existing projects with no additional
funding requirements

4.2 Legal Compliance M
Section 166 of the Local Government: Municipal Finance Managément Act, Act 56 of 2003

4.3. Staff Implications OYes H®No

. OUTCOMES OF DISCUSSIONS WITH MAYCO MEMEER

N/A —no Mayco member

. RECOMMENDATIONS

It is recommen.de_d that MPAC note that the Audit and Performance Audit Committee's
cenclusion is that the City's Integrated Annual Report presents performance against all key
commitments and-recommends the Integrated Annual Report for onward submission.

AANBEVELING
Daar word aanbeveel dat MPAC daarvan kennis neer dat die oudit- én

prestasieouditkomitee se gevolgtrekking is dat-die Stad se gelntegreerde jaarverslag in al
die sleutelverbintenisse prestasie toon en dit vir verdere voorlegging aanbeveel.

Making progress possible. Tagether,

APAC\Report to MPAC2018-17\Cover Report FINAL Page 2 of 4
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ISINDULULO

Kunduliilwe ukuba -MPAC mayiqwalasele ukuba iKomitj yezoPhicotho neyoPhicotho
kwiNdlela yokuSebenza ziqgukumbela ngelithi iNgxelo yoNyaka eH'fang'an'isiweyo yeSixeko
mayinikezele ngendlela yokusebenza ejoliswe kixanduva lwayc yonke imibandela
ephambili kwaye yenze isindululo sokungeniswa kweNgxelo yoNyaka eHlanganisiweyo,

ANNEXURES

Annexure A; - Report of the APAC to the MPAC on the City of Cape Town's 2016/17
Integrated Annual Report

Annexure B:  Report of the APAC to the Executive Mayor, Mayoral Committee and Council of
the City of Cape Town for the Year Ended 30 June 2017

FOR FURTHER DETAILS CONTACT

Name Antoinette Moolman CONTACT NUMBER 021 400 8297

E-MAlL ADDRESS' Antainette. Mooiman@capetown.gov.za
DIRECTORATE Directorate-of the Mayor
i SIGNATURE : CHIEF AUDIT EXECUTIVE Bazil Vink |

PORTFOLIO MANAGER: PROBITY:
NAME Lindiwe Ndaba COMMENT:
DATE

SIGNATURE

EXEGUTIVE DIRECTOR

NAME Lraig Kesson COMMENT:
o ' . - ,~"'- e
DATE f-::fi o
| P P
SIGNATURE 3
i‘r -
Making progress possible. Together:
APACWReport to MPAC\2016-17\Cover Report FINAL Page 3 of 4



Annexure A

REPORT OF THE AUDIT AND PERFORMANCE AUDIT COMMITTEE (APAC)
TO THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC)
ON THE CITY OF CAPETOWN'S 2016/17 INTEGRATED ANNUAL REPORT

FURPOSE

Provide an APAC Report to the MPAC for consideration curing the MPAC engagements-on the. 'oversfgh'}
processes, fhereby informing the MPAC oversight report.

MANDATE AND AUTHORITY

The APAC s mandated in terms of secfion 166 of the Municipal Finance Management Act, Act 54 of 2003
(MFMA,).

The responsibility of the APAC, s an advisory oversight activity, is furfher re-iterated in terms of:

*  The MFMA Circular No. 65 of Novemiber 2012 which stipulates reporing requirements and the reed
for the chairperson of the Audit -Committee to submit o copy of ifs report to the MPAC, for
consideration during the MPAC engagements on the oversight report: and _

» interms of MFMA Circular No, 32 of Mareh 2006 the Audit Committee provides independent speciaiist
advice on financial performance, efficiency and effecfiveness, performance management and
compliance with legislation,

Note: Therabove circulars have not been adopfed by the Council of the City of Cape Town.

The chairperson of the. APAC [or his nominee) will continue the practice fo aftend public MPAC
engagements on the oversight report, where available when requested by the MPAC Chai.

in Ocfober 2016 Council resolved that the functions of the Performance- Audit Coramittee be merged
‘with that of the Audit Committee {item C16/10/16). The committeg is governed by formal Terms of
‘Reference which are reviewed from fime to time. :

In terms. of the commitiee’s Terms of Reference, approved by Mayco on 20-June 2017 {ifem
MC12/06/17), the commitiee has the following responsibiiities related to the Annual Financial Statements
and Integrated Annual Report:

* 4,24 Review the integrty of the infermation included in the final Integrated Annudl Report before
refease, by considering the, work and resuits of dssurance providers {e.g. exfternal and internal audit)
relating to the validity, accuracy and completeness thereof; _

* 429 Recommend the integrated report for approval by the Municipal Cotneil:

*  4.9.10: Advise on disclesures on matters of fisk and risk. management in the Infegrated Annugl Report;

* 59 The commities will report fo the Municipal Council on how it has fulfiled its duffes. during the
financial year. This report s included in the Integrated Annual Report of the Clty and the Fund:

* 512 The commitfes. should have regard to alf factors. and risks that may impact on the integrify of
theintegrated Annual Réport;

= 513! The committee must review the disclosure of sustainability issues in the annual report o ensure
that it is refiable and does not conflict with the financial infermartion;

= 3.14 The committee must provide the Municipal Councit with ifs comments on the Integrated Annual
Repert prior to the approval by fhe Municipal Council of the Annual Report.

RELATED AUDIT REPORTS

The APAC has considered the work performed by Iriterral Audit (1A} and the Auditor-General South.
Affica (AGSA] on the Integrated Annual Report in exercising its responsibilities ds required by its Terms of
Reference.

On the Infegrated Annual Report we note a steady improvémsnt on the journey to achieve integrated
thinking. There is an increased attention 1o effective-communication to all stakeholders. The APAC would
encourage benchmarking the City's Infegrated Annul Report with other SA metios, leading global cities,
especially those with active resliehce programs and with other public sector entities and public sector
entities who are regarded as leaders. '

The focus of the Internal Audit plan, with regard to the review of infemat firianciat centrals, ws limited to
procedures incorporated within the scope of the normal audit engagements dnd an internal financial

i



condrol review. An intermal Audit-opinion of "Some Improvement Needed" was expressed in the Arnudi
Report on Governance, Risk Management and Internal Controls. in the City of Cape Town for ‘the
Financial Year 2016/2017 which includes fihancialrelated confrols. Corrective actions have been
planned by the line departments to address the areas of concemn and-will be reviewed by Infermial Audit.
internal Audiit aiso completed an advisory review on the draft-Annual Fnancial Statement whete issues
were raised with management for action. In addition, risks and opporfunities with value-adds were
shared. The report also gave the APAC comfort that subsections 4.2.1, 4.2.3 and 4.2.8 of thair Terms of
Reference had been achieved.

The AGSA has rendered an unqualified opinioh, but with findings, that states that the consolidated aond
separate financial statements present fairly, in all material respects, the financicd position of the City of
Cape Town as at 30 June 2017 and ifs financlal performance and cash flows for the year then ended, in
accordance with SA Standards of GRAP and the requirsments of the MFMA and the annudl Division of
Revenue Act,

The APAC concurs with the AGSA's opinion regairding the Annual Financiai Statements, Legal and
Regulatory requirements.

The APAC, probably along with Council, Mayco and management and employees of the City, dre
naiurally disappointed with not achieving a clean.audit, This was solsly due 1o developments that were
uncovered post the year end and led fo Council; on 21 Névember 2017, commissioning an investigation
where the AFAC was fasked to eppoint, brief and mahage dn investigator who needed: to: complete
thelr investigation by 29 Decemiber 2017, which they did. This led to Council requesting further dction on
5 January 2018, which is still in progress;

The APAC will work with City structures te make sure there is o plan.in place fo regain the clean audit
status. as.soon-as reasonably possible and to minimise. reputational damage to.the. City. If the City' rafings
are -downgraded. there wilt need to be @ major emphasis to reduce- finarice costs by reversing the
downgrade in a short fimeframe. We look forward. to working closely with MPAC ds we focus on our
respective mandates.

CONCLUSION

In terms of the MFMA Circular No. 32 of March 2006 relating 1o The. Oversight Report, the APAC has the

foliowing to bring to the attention of the MPAC:

» A Report of the APAC for year ended 30 June 2017 {as.included in the Integrated Annual Report) is
dftached. It addresses the Oversight Report requirements of financial performadnce, efficiency and
effectiveness, performance management and complicincs with legistation. _ _

= An outstanding matters schedule is being maintained by the APAC to continuously monitor control
environment shortcomings; initiatives to enhahce govemnance and infegrafed thinking and mitigate
risks, including prominent City projects and initictives.

« Important matters, related to the 2016/17 Annual Financical Statements and Integrated Apnual Report,
include:

o Regulatory Compliance Réporting _
© Supply Chain Management [SCM).: Supplier Non-Performance and transacting with Supplier with

Director in the service of the stale.

Capital Budget: Underspending

Impaired Receivables o _

Annual Performance Report: Achievement of Planned Targets

Performance Stafistics; Trends and Evidence for the Cify - Quarterly Corporate Scorecard reviews

sovernance gnhancements, such os :

Combined Assurance framework application

Management of infernal control findings and-risks

City’s ethics programme and office

Theft and loss conirol

Informatien technology governance

Implementation of King IV adopted by Council in December 2017

Enhanced focus by APAC on forensic dnd legal matters to make sure that the teports and

outcomes are acted upon to reduce fulure losses; fake proactive action to recover any

recoverable costs or lost revenue and ensure that Tessons fearnt result'in improved governance and
confrols

Do o oo

o 0O 0 0 0 0 o



o !ncreased focus net just on identifying risks buf the proactive management of crifical risks. An
example is the current water risk which may not have eventuated info the current mejor crisis it [s if
fhere was more proactive - management and cost effective earlier mitigation ond management of
fhe-risk. The infention is-not to apportion blame but to ensure thal we learn from this expensive
occurrence

o  Confinuous monitoring, via quarterly reporfing, of potential emerging rsks related o

‘o Progress on the Housing Accredifation/Assignment process

o Transport for Cape Tewn: Integrated Rapid Transport project milestenes and recovery of losses s ¢
result of fraud by confracior employees

& MSCOA Project

The City's Integrated Annual Report presenis performance against all key commitments and the
committee is pledsed with the progressive continuous improvement madeé by the City and compliments
the CJTys Executive Management Team and recémmends the City's infegrated Annual Report for
onward sulpmission.

Guy: Harrls CA(SA)
Chairperson: Audit-and Performance Audit Committiee
Date: 2 February 2018



Annexure B

REPORT OF THE AUDIT AND PERFORMANCE AUDIT COMMITTEE
1O THE EXECUTIVE MAYOR, MAYORAL COMMITIEE AND COUNCIL OF THE CITY OF
CAPE TOWN FOR THE YEAR ENDED 30 JUNE 2017

In. line with ifs strafegle commiiment to be o welkgovemed Cily, the City of Cape Town strives for
effective oversight and monitoring of ils govemance siructures. Critical to ihe achievement of this
aim is a competént and Independent Audit and Performance. Audit Commiitee that Is supported by
Management and Counciiors. Section 166 of the local Government: Municipal  Finance
Management Acl, Act 56 of 2003 {MFMA). as amended, obliges every municipatity to establish dn
independent Audit Comniiitee which must advise the Municipal Council, political office-bedrers,
accounting officer and management staff of the municipality and the cccounting officer and the
management staff of the municipal entity, on matters relating to infernal financial conirals and
internat-cudits, risk managsrment, accounting policies, adequacy, refiability and accuracy of finahcial
reporting and information, performance management, effective govermnance, compliance with the
MFMA, the annual Division of Revenue Act and any other applicable legislation, performance:
evaluation, major farensic investigations and any other issues referred jo # by the municipality of
municipal entity. ' '

in Octaber 2016 .Council résolved that the functions of the Performance Audit Commities be merged
with that of the Audit Committee (item C18/10/14). The Audit and Performance Audit Comimittes
(hereafter called "the commitiee -or APACY) is govemed by formal terms of reference which ore.
reguicrly reviewed and approved by the Mayoral Committee (Mayco} and was [cist-updated during
June 2017 (item MC19/06/17}.

The committee is pleased to present is report for the financiol year ended 30 fune 2017.
AUDIT AND FERFORMANCE AUDIT COMMITIEE MEMBERS AND ATTENDANCE

The committee's ferms of reference require five independent members who have sufficient
qudlifications and experience to render the services associated -with the commitiee’s function. The-
cominittee did not furiction with five Independent members for the entire period but notwithstanding,
there was appropriate comgpétence and skills to reasonably cover all functions..

During the year-under review five commiftee meetings and two special commitiee meefings were:
held. infernal Audit {IA} aitends these meetings. The Deputy Mayor {when required). a representaiive
of the: City Manager's Office, most members of the Execuiive Management Team (EMT} and other
officials alsa atiend these meetings. A represeniatfive from National Treasury often atterids mestings.
The Office of the Audifor-General South Afica [AGSA) has a standing Invitation o all committee
meetings and altended all seven meetings, The meefings have substantial agendas which require
extensive. preparafion which is done diligently by members. Committee members porficipate in
meetings with commitment and objectivity.

The committee also held meetings with the City Manager [on 18 July 2018) and the Execufive Mayor
fon 11 November 2014),

Below is-'th§.5um'mcry of tenure, qudiifications and meeting altehdances:

e rea \ 1. Apr 201510
Mr Guy Hards B‘Comm, Hans / CAISA] _ _ & 31 Mar 2018,
. . CA [5A} / H Bip Co Law / Masters of Commerce In | Feb 2011 td } Fab 201410
Ms Marfaan Roos Abditing / Cerlified Sustainabliity Master Class ? 3] Jen 2014 31 Jan 2017
- 1 piplomd In Business Monagemen / bigher Cerlificate : 26 Sepr 204 jo 1 Qci 2077 to
Ms Somesh BUMEs” | panagement ' ' 7 1 255ep 2017 .| 303en2020%
T IBALLS [cum joude) / LM /LLD / Masters In Terticry 1 Nov 2015 fo '
Dr Divya Singh Edueatiion Management {honaars) / Advocate of 1he 3 . -
- : . - 31 Oct 2018
High Courtof SA -
. ~a . 1 Nov 201510
Mr AtholRhoda | CAISA} 7 31 O¢l 2018




§ Subsequent 10 the year-end Ms Somesh Bames was reappointed for-her-second tem and Mr Rowan Grahom Nichols CA
{5A) wos appointed for his lirst term '
+ includes Performance sudif Commitiée. when separale

AUDIT AND PERFORMANCE AUDIT COMMITTEE RESPONSIBILITIES

The commitiee is pleased to report that it has fulfiled all its.responsibilifies arising from the terms of
reference and the annval work plan, including relevant legisiative fequirements.

On @ guarterly bqsi; the commitiee Chairperson succinctly reported the committee's activities o
Mayco and Coundll, and detailed approved minufes being fabled at Council. This ingludes the
requirernents of Reguiartion 14 of the Municipal Planning and Perférmance Management Regulations,

REVIEW AND EVALUATION OF THE ANNUAL FINANCIAL STATEMENTS

The commitiee reviewed the annual financial statements prior fo-submission o, the: AGSA, the Clty's
external audifors, and discussed it with managernent. The committee did not have any unresolved
matters with the annual financial stdtements being submitted for extemat audit,

Amidst an everchanging and often chalienging tandscape: the Cify has exhibited growth and
efficacy. The City's commiiment to provide effective. govemndnce, increased accouniabiity,
fransparency, and iis feveraged tourism focus, provides stakehalders .ond rfesldents: with a robust
platforri for oppertunity and growth.

The committee congratulates the City's management. especially those in the areas of financial,
performance and governance services, on achieving an uncudiified report which is a geod indicator
of a well-run Cily,

EFFICIENCY AND EFFECTIVENESS OF INTERNAL CONTROL

The committee considered the work parfarmed by |A on a quarterly basis and reviewed the 1A Annual
Réport on Internal Conirofs for the year ended 30 June 2017.

The |A Annugil Reperf on infernal Confrols concluded that some improvement was needed and s
based on, -and mited to, the availdbie 1A resulls throughout the 2018/17 financicl year which wos
assessed in terms of the Committee of Sponserdng Grganisatlons of the Treadway: Cormmission {COSO)
Intemnal Control Framework. The COSO framewark, including financial control assessments, was used
ds thie reporting framework against which the cudit resutis were applied to form an opinien oh-each
of the COSO components. namely ihe control enviropment, risk assessment, control dactivities.
information and communication, and moritoring activities.

The committee wishes fo draw attention 1o the following areas flowing from the committee's activities

during the year and the gnnual integrated repert on Govemance, Risk Management and ntemcl

Contrels for the year ended 30 June 2017 and while ihey were not the general rule they did occur

from time te fime in certain areas: '

{a} The lack of policles and precedures and the Inadequacy of existing policies and procedures in
the conirol environment;

(b} Lack of management review and supefvisory chiecks;

(c) tack of_su_ppor_ﬁnig-evider_]'ce/ihformdﬁonfrecords maragement processes;

{d} Resource/capacity constraints;

{e) Alack of effective communicafion/coliaboration:

if). A lack of reconciliation between various information sources as part of the verfication process:
and

(g} Atack of monitoring activities.

it should be ermphasised that while these areas require the pecessary management attention, as the:
first fine of defence in combined assurance,. they were not sefious enough for AGSA fo negatively
impact the City's audit opinton nor for the commitiee to raise specific concerns in these areas with
the City Manager, Council, Mayco er the Executive Mayor,



The internal conirol’ dashboard of the AGSA was also reviewed and the wo major -areas for
improvement relate to performancs information and IT systems. The APAC has diso consistently raised
these Bssues and untll rescived will remdin on the radar of the committee and o priodty area for
improverrient. '

RESOLVING INTERNAL CONTROL FINDINGS

Internal audit findings on faliow-Up audits indicated fhiat 84% of audit findings resolved previously
reported were addressed, which exceédeéd the target of 70%,

There was a slight decrease in audit findings resolved., compared to the previous financial yedar, which
is mainly due to an Increase in Predetermined Cbjective audifs with recuring findings. This iterm is o
specific focus iny the current financial year audit pian.

The committee noted the nonsimplementation of some of the 1A recotimendations where cliernalive
methodologies are being investigated. Managemient is encouraged to focus on these dreas for
improvement. '

Overdll the commiitee i§ safisfied with the qualily and fiming of management responses which
indicate a-welltun City and an |A departrment that is fespected and valued, This is a reflection of the
‘gquality of both management and |A. We are salisfied that management is appropriafely balancing
defivery and enhancement. )

COMBINED ASSURANCE

The: responsibility for coordinating combined: assurarice rests with. the Risk and Fthics Govémance
function, Combined Assurance Framework improvements and dgdvancerents are- udderway. The
committee reguiarly reviews developments in this areq as part of its annual wark plan.

INTERNAL AUDIT EFFECTIVENESS

The 1A aclivities are caried out by an in-house departiment operating in terms of an {A Charler and
an annually approved audlt plan. There has been no compromise of the independerice or objectivity
‘of the function during the year under review;

The Chief Audit Executive [CAF) reports funclionally to the committee and adminisiratively 1o the
Portiolioc Manager: Prabity in the Directorate of the Mayor, The committes will continue to monitor the
independence of the 1A function as if is key to the effectiveness of the APAC. Consideration should
be given to having the CAE reporting adminisiratively directly fo the Cily Manager.

The committee congrafulates fhe: farmer CAE on belng appointed the Portfolio Manager; Probity. The
post of CAE was filled subsequenit to the year-end and we look forward fo working with thé new CAE,

An annual infernal quality assessment wois completed for the year under review and it was found that
the |IA activity “Generally Conforms® to the Infemational Standards for the Professional Practicing of
interndl Auditing of the Institute of Infernal Auditors {IlA}. From the dissessment. recommendafions were
received for continuous improvement, which will be assessed and implemeénted ds appropriate.

PERFORMANCE MANAGEMENT

The committee reviews the quarlerly reporfs submitted by Intermncal Audit on performance
management, [n reviewing the pedormance ‘management system, the committee focuses on

aconomy, efficiency. effeciiveness and impact of key performance indicators and perfermance
targels set by the muricipaiity.

RISK MANAGEMENT

City-wide inifiatives regarding risk management confinue fo embed risk' mandgement processes in
the City. RiskCo assists In enabling and enhancing the understanding of management-of risk through
the sirafegic “tone from the top" and ongaoing svdluation of risks and cost-gffective mifigation steps.
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The commitiee 5 concered that management and Mayco are rot regularly reviewing the major
corporate risks and effectively managing mifigation, The gaps befween RiskCo meetings, as @ result
of the ODTP restruciuring, and the slow pace of focussing on and integraling risk managemeant inall’
activities was alsoreported to Council,

The commitiee appreciates the emerging focus on risk, especially the move towards infegrated risk
imanagement. The committee Chairpersen {or his nominee] regularly attends the RiskCo méetfings. A

key focus for all levels of management and oversight must be on the further mitigation -of the
corporate fisks. This requires the focused affention of the EMT and Mayco.

Lessons can be léamt from the water crists that was fimeously idenfified and should have been

addressed and partially mifigated earlier and more cost effectively. The lessoris learnit need 1o be-
propetly analysed and internalised.

GOVERNANCE AND ETHICS

The effectiveness and ease of the ODTP reshuctring and the way in which the new 5 year IDP were
completed are diso indicators of o well-run city, The Ethics unit was moved to the risk function as parf
of ODTP ond fesulted in the creation of Risk.and Ethics Govermnance funiction.

Subsequent to the yedr end ihe City adopted the corpordte goverhance principles of the King IV
Code of Governance, The Institute of Directofs has publicly acknowledged the role of the Cily and #is
tormer CAE in the development of the new code and particularly the Municipat Supplement.

A high-level safmingr addressed by fhe various professional bodies and Profassor Mervyn King was held
and attended by APAC, many Councillors and most senior manage ment.

The cornmiftee coniinues to monitor key City-wide govermance interventions required, such os the
communication and monitoring of the ethics function and compliance reporiing, These initicttves are
continuously evolving and maturing. Ethies Is also d key facus of the City and further énhancements of
awareness and understanding of ethics cecurred.

The commitiee receives quarferly feedback on forensic and legal cases and these will need further
focus by APAC 10 ensure they are concluded timeously and in the. hest interest of the City and ils
stakeholders, '

On o quaiterdy basls fhe commitlee receives feedback on the Municipal Public Accounts
Commitiee's (MPAC) aciivities. A commiftee report 1o MPAC will be submiited to MPAC as part of
the cinnudl report oversight process.

During Novermber 2017 a post balance sheet event sutfaced ond resulted In an independent
investigation. The APAC appreciofes the very fransparent and determined way in which Council is
dedling with the matters raised and the commitee fulfiled the special mandate onsing from the
21 November 2017 Council meeting timeously and decisively in the interest of good governance. At
the Special Couricll meeting of 5 January 2018 the commitiee was given futther responsibilities
relating to ihe investigation which the committee is cumently implementing. The committes will
provide further repor back in thé next annudl report. :

Trie commitiee congraiulates the City for taking dction and it will be important that the City teams
frarm this experience.

MUNICIPAL ENTITY

The Cape Town International Conveniion Cenlre [CTICC) was the City's sole muhicipal entity during
ihe 2016/17 financial year. The commilttee plays an oversight and ddvisary role for the: municipal
enfity, with the CTICC Audit Committee meeting minutes and annual report being reviewed at the
City's commitiee meetings. Subseguent to the year-end o second mupicipal entity, The Stadiurm, has
besn esicblished. Two membpers of the APAC and the Portfolio Manager: Probity have been.
appointed fo the Audit Committees of these entifies.



CONCLUSION

The commitiee is pleased with the continuing progréss made by $he Ciy Inimproving and progressing
in the areas outlined in this report,

The commitiee fully supporls the City in implementing ifs vision and shrategies, givihg due
consideration fo the economic and soclal challenges facing the City and ifs residents. The jouiney for
sustainable service delivery in a vibrant, sustainable, globally competitive and caring: City musi be
underpinned by good govemnance and clean administration.

wishes to-express theif appreciation to the management of the City, the AGSA and (A

mittee _
dommities In performing iis funclions effectively and efficlently.

The coR
‘who &

Guy Hearris CA(SA) _ _
Chairperson: Audit and Petformance Audif Committee
Date: 26 January 2018



