affairs, especially its cash flow, effectively. It furthermore means that the
preparation budgets could be seen as fruitless expenditure as it is not used as a
tool to continuously measure performance of the various departments as intended.
Significant variances would only become evident at year end when it would be too
late to address and/or rectify any significant over expenditure.

’ Poor revenue control and the inability to improve collections is a huge concern.
A workshop to improve debt collection was held with all stakeholders and the audit
committee is optimistically awaiting the results of this initiative.

. Poor management of bad debts.

- Arrear councillors; service accounts. Council should lead by example and at all
times comply with relevant legislation and aspire to maintain high ethical
standards.

= Slow service delivery, to a large extent the result of poor collection of revenue and
thus lack of resources.

Lack of project management capacity and the resultant mal-administration of
housing projects, translating into significant financial loss to the municipality that
can ill afford it.

- The slow progress in the implementation of an effective Performance
Management System.

The audit committee is aware of investigations currently underway into probable
fraud in relation to unauthorised inflated salaries during the month of December
2006 as well as corruption claims in relation to certain housing projects. We are
concerned that the current internal control environment would not effectively curb
further fraud. All staff needs to buy into a zero tolerance approach against fraud
and corruption. Towards this end, we urge Council to adopt an official fraud
prevention policy.

Full details of our activities are set out in the minutes of our quarterly audit committee
meetings.

Frustrations experienced in executing the committee's duties and responsibilities

The audit committee is hampered in effectively discharging its duties due to the fact that:

. Agendas and meeting ‘packs’ for audit committee meetings are either not received
at all or issued at the last minute, which is completed counter productive.

= It appears as if audit committee meetings are reviewed as a quarterly formality
and recommendations of not receive the necessary timeous attention.

. Agendas and minutes of council meetings are not being made available to the
audit committee members thus making it impossible for the audit committee to
advise and guide council on a range of issues as stipulated in section 166(2)(a) of
the MFMA.

For audit committee meetings not to become fruitless expenditure, the members are
adamant that its recommendations be implemented as far as possible for meaningful
improvement to be attained.
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Conclusion

In conclusion, the audit committee would like to acknowledge the co-operation and
support it received from the internal auditors as well as the management of Koukamma
Municipality.

R. Shaw (CA(SA))
Chairperson Audit Committee

4.4 OVERSIGHT REPORT

The Annual Report was tabled at the Kou-Kamma Municipality Special Council Meeting
held on
8 April 2008.

The Council unanimously approved the Annual Report for 2006/2007.
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Appendix 1

Koukamma Municipality
Section 57 Performance Scorecards — 2006/7 Financial Year
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