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We are pleased to present our report for the financial year ended 30 June 2023.
Background

The Audit and Performance Audit Committee (Committee) is a statutory committee appointed by the
Council of Thulamela Local Municipality in terms of section 166 of the Municipal Finance
Management Act and paragraph 14 (2)(a) of the Local Government: Municipal Planning and
Performance Management Regulations, 2001. Further duties are delegated to the Committee by the
council.

The Committee reports that it has complied with its responsibilities arising from section 166 of
Municipal Finance Management Act, 2003, (Act 56 of 2003) and paragraph 14 (2)(a) of the Local
Government: Municipal Planning and Performance Management Regulations, 2001 and the King
IV Report on the Best Practices on Corporate Governance for South Africa. The Committee also
reports that it has adopted appropriate formal terms of reference as charter and regulated its affairs
in compliance with this charter and has discharged all its responsibilities as contained therein.

Audit committee membership

The Committee has six (6) members who are all independent and have requisite skills as well relevant
experience.

The following table provides details on the record of attendance of the Audit and Performance
Committee members during the period under review.

Name of the Member Qualification | No. of | 22/08/ | 16/11/ | 04/04 | 29/05
s Meetin | 2022 2022 /2023 | /2023
gs

Ms. Mudau SF - | CA(SA); MBA 6/4 Y Y Y Y

Chairperson

Ms. Nepfumbada M Attorney/LLB/ 3/4 Y Y N Y
LLM

Mr. Netshisimanani T CA(SA) 6/4 Y Y Y Y

Mr. Mathabathe M CIA/CISA/ICIS | 6/4 Y N Y Y
M

Legend

Y Attended

N Did not attend

The Committee met four (04) times during the financial year under review, in compliance with the
approved terms of reference and as required by legislative requirements. The senior management
team is a permanent invitee to Committee meetings and have unrestricted access to bring any matter
within their scope and responsibility to the attention of the Committee.
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The effectiveness of internal control

The committee monitored the effectiveness of the internal controls and risk management activities. There
were material findings noted on the internal audit reports which highlighted a breakdown of internal
controls which should be addressed. The committee is of the opinion that the internal controls of the
municipality have been partially effective during the year under review.

This opinion is based on the assessment of internal audit reports, assessment of reports or submission
tabled by Management and explanations given by management regarding some of the challenges,
discussions with Internal Audit, and with the independent external auditors, on the results of their audits.

There are currently processes underway to enhance the control environment of the entity which includes
improving performance information systems.

Internal audit

The internal auditors have a functional reporting line to the Committee and an administrative
reporting line to the Municipal Manager.

The Committee assessed the effectiveness of the internal audit function, reviews and approves
the Internal Audit Plan and Budget. The Committee monitored and challenged, where
appropriate, the action taken by Management regarding adverse Internal Audit findings.

The Committee is satisfied with the independence and objectivity of the Internal Audit function.
There is an acting Chief Audit Executive, the position is yet to be filled in permanently.

The municipality appointed the Chief Audit Executive (CAE) on the ...
Risk management

The risk management processes of the municipality have shown some improvements during the
financial year.

Performance management

The Committee continues to be concerned with the performance management within the
municipality. During the year, the Committee advised the municipality on how it can improve
performance management.

The Committee has again noted with concern the findings of the AGSA regarding performance
management and has requested management to address those internal control deficiencies.

External audit

The Auditor-General South Africa (AGSA) is the auditor of Thulamela Municipality. The
Committee was satisfied that the audit team is independent. The Committee, in consultation
with Management, agreed to the engagement letter, terms, audit plan and audit fees for the
financial year ended 30 June 2023.

The Committee:
e Approved the external auditors’ annual plan and related scope of work.
e Monitored the effectiveness of the external auditors in terms of their skills,
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independence, execution of the audit plan, reporting and overall performance; and

e Considered whether the extent of reliance placed on internal audit by the external
auditors was appropriate and whether there were any significant gaps between the
internal and external audits.

Annual Financial Statements Review

After having reviewed all submissions by Management and the Annual Financial Statements,
the Committee concurs that the adoption of the going concern assumption in the preparation
of the financial statements is appropriate and sound.

The Committee has:

e Reviewed and discussed the audited annual financial statements to be included in the annual
report, with the AGSA and management.

¢ Reviewed the AGSA’s management report and audit report; and

e Reviewed significant adjustments resulting from the audit.

The Committee concurs and accepts the conclusions of the external auditor on the annual
financial statements and is of the opinion that the audited annual financial statements be
accepted and read together with the report of the auditor.

Reporting

The Committee submitted quarterly reports to the municipal council, reporting on matters attended
to during the relevant quarter.

Appreciation

The Committee wishes to thank the municipal council, management, and the staff for their
continued commitment to improve the control environment of municipality. Our appreciation is also
extended to the team from the AGSA for the value that they continue to add to the municipality.

Ms SF Mudau (p.p. MP Ramutsheli)
Chairperson — Audit and Performance Committee
Thulamela Local Municipality
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