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ABSTRACT

This research addresses the critical issue of the apparent failures of Audit and Risk
Committees (ARCs) in combatting fraud and corruption within selected metropolitan
municipalities in the Gauteng Province. The focus is on the challenges faced by ARC
members. The study aimed to assess committee members' capacity to address

fraud, corruption, and related irregularities.

Secondary objectives, including formulating frameworks for accountability,
performance assessment, and guidelines for committee member capacities,
supported the primary goal. The evaluation uncovered systemic challenges within
the municipal governance structure that deter the efficacy of ARCs. Ineffectiveness
stemming from councils that rubber-stamped reports without substantial actions was
identified as a significant obstacle. The integrity and independence of ARCs are
compromised by political considerations and affiliation, undermining their ability to
address fraud and corruption objectively. The lack of effective consequence
management has emerged as another crucial challenge, hindering audit outcomes

and accountability improvements.

In addressing these findings, the research proposes multifaceted recommendations
to enhance the effectiveness of ARCs and mitigate the identified challenges.
Legislative enhancements are recommended to empower ARCs with more
unambiguous mandates and consequences for non-compliance. Establishing
targeted training programmes for committee members, addressing forensic auditing

and legal aspects, is proposed to bridge existing knowledge gaps.

The study underscores the importance of these recommendations for municipalities,
emphasising the need for proactive measures to strengthen the defence against
fraud and corruption. The identified gaps in committee capacities and the
significance of training and development highlight the continuous improvement
required within ARCs. The research concludes by advocating for the implementation
of suggested frameworks, mechanisms, and guidelines to bolster the effectiveness

of ARCs, contributing to transparent and accountable governance.

Keywords: Audit and Risk Committee, governance, oversight, accountability, fraud,

corruption.
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CHAPTER ONE

1. INTRODUCTION

This research study intends to provide insight into the capacity of audit and risk
committees (ARCs) to detect, prevent and combat fraud, corruption and related
irregularities at the local government level within the Gauteng Province. Since the
dawn of democracy, oversight committees have been bestowed with the
responsibility to be watchdogs by conducting oversight over their respective
executives and political principals by holding them accountable for the use of public
resources as outlined in the provisions of the Constitution of the Republic of South
Africa, 1996 (Republic of South Africa, 1996) (the Constitution), and other relevant
legislation. Despite these efforts, fraud appears to have escalated to unacceptably
high levels. According to the PricewaterhouseCoopers (2020:1) (PwC) Global
Economic Crime Survey for South African companies the economic crime rate

continues to remain significantly higher than the global average.

South Africa has a constitutionally entrenched local government system, as is set out
in Chapter 7 of the Constitution. Section 152 thereof, among other things, requires
local governments to be accountable and to “ensure the provision of services to
communities in a sustainable manner”’, such as water, sanitation, electricity and
other infrastructure. This means that service delivery on the local government level is

constitutionally entrenched.

Consulta (2021:1) reported in their 2021 8™ South African Customer Satisfaction
Index (SAcsi) that customer satisfaction in South African metropolitan municipalities
has reached an all-time low. The index measures the satisfaction and trust of the
general public with service delivery in eight metropolitan municipalities: Cape Town,
Tshwane, Ekurhuleni, Johannesburg, eThekwini, Mangaung, Nelson Mandela Bay
and Buffalo City. According to the study, trust in metropolitan municipal service
delivery is at its lowest level since the index started in 2014. This results in an

" In this study, the word ‘fraud’ is used broadly to refer to several commercial crimes and related

irregularities, including fraud, theft, corruption, money laundering, etc.
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increase in financing costs and a decrease in investment and service delivery

protests.

Three Gauteng metros (i.e., Ekurhuleni, Tshwane, and City of Johannesburg) were
also found to be performing below par as per the expectations of its citizens.
According to Consulta’s (2021:2) 2021 Customer Satisfaction Index, this could be
attributed to the leadership change in 2018, which had negatively impacted citizen
expectations and trust in the ability to deliver services. The Customer Satisfaction
Index is a survey conducted annually to measure citizen satisfaction and trust in

local municipalities to deliver basic services Consulta’s (2021).

BusinessTech (2019:1) reported that in the year 2019 results of the customer
satisfaction index, the overall scores show that all metros saw a fall, with certain
metros exhibiting a sharp decline and worsening in citizen satisfaction.
BusinessTech (2019:1) attributed the primary driver of metros’ residents'
dissatisfaction with the lack of essential service delivery, such as clean streets,

electricity supply, water supply, garbage disposal and road maintenance.

There is a critical need to improve the standard of administration and service delivery
level in metropolitan municipalities in general. According to STATS SA’'s Community
Survey Report (2008:2), several socio-economic problems are prominently identified
and serve as a deterring factor in developing and improving service delivery, such as
payment of services by municipality residents. The Department of Cooperative
Governance and Traditional Affairs (CoGTA) (2009:4) concluded that local
government is distressed and requires a comprehensive turnaround. In their report,
they identified various issues, including enormous backlogs in service delivery, poor
leadership and administration, fraud and corruption, poor financial management, a
lack of capacity due to a shortage of skills, high vacancy rates, poor performance
management and insufficient training (CoGTA, 2009:4).

IDASA (2010:1) emphasises that the fundamental goal of a democratic system is
citizen satisfaction. Therefore, the effectiveness of good local governance must be
evaluated using the capacity of local government structures to offer an integrated
developmental approach to social and economic development issues and provide

11



necessary services that align with the needs and desires of the local community
(IDASA 2010:1).

According to the Institute of Internal Auditors (2012:23), the role of the ARC is to
strengthen the independence, integrity and effectiveness of audit activities by
providing independent oversight of the internal and external audit work plans and
results, assessing audit resource needs and mediating the auditors’ relationship with
the organisation. ARCs can also ensure that audit results are aired, and any
recommended improvements or corrective actions are addressed or resolved
(Institute of Internal Auditors, 2012:23).

The ARC is regarded as an essential element in the spectrum of oversight in an
organisation’s control environment and governance. According to George (2005:1),
an ARC must have three important qualities to fulfil its duties: independence,
communication and accountability. The ARC has a crucial role in fraud risk
management by ensuring that municipalities, for instance, implement appropriate
ethics and compliance programmes such as establishing a whistleblowing hotline.
The ARC members can assist in overseeing the prevention and detection of financial
statement fraud by monitoring management’s assessment and review of quarterly

and annual financial statements (George, 2005:1).

According to KPMG (2021:3), maintaining the ARC’s effectiveness requires strong
leadership, prioritising the committee’s agenda, monitoring its oversight processes,
and periodically reassessing its skills and composition. The King IV Report (Institute
of Directors Southern Africa, 2016:50) advises that the governing or delegated body
should comprise the appropriate balance of knowledge, skills, diversity,
independence and experience (including the business, commercial and industry
experience needed to govern the organisation) for it to discharge its governance role
and responsibilities objectively and effectively.

The Gauteng Province plays a crucial role in South Africa’s economy (Infrastructure
News, 2019:1). It might be the province with the smallest land area, but
economically, it packs a punch. Gauteng generated just over a third of SA’s gross
domestic product (GDP) in 2017, making it the nation’s biggest provincial economy.

Its strategic location, the concentration of businesses and industries, transport and

12



logistics infrastructure, innovation and technology hubs, and tourism industry make it
a vital economic powerhouse; it is home to the country's largest city, Johannesburg,

as well as the administrative capital, Pretoria (Infrastructure News, 2019:1).

According to STATS SA (2022:1), Gauteng is the province with the largest GDP. It is
also the most populous province. Gauteng was home to 14,3 million people in 2017,
according to data from Stats SA’s Mid-year Population Estimates Report. The
province contributed R1,59 ftrillion to the country’s total GDP of R4,65 trillion (2022
prices), translating to R111 171 per person. This makes it the top-ranking province in
GDP per capita, followed by the Western Cape with R97 664 per person and Free
State Province with R79 877 per person.

The Gauteng Province is South Africa’s mining, industrial and commercial centre
(Infrastructure News, 2019:1). This concentration of companies and industries draws
foreign capital and generates employment, which promotes economic progress. The
OR Tambo International Airport in Ekurhuleni is the busiest in Africa. Further,
Gauteng’s aviation, rail and road networks make it a crucial link for transporting
products and people inside and outside South Africa and the continent (Infrastructure
News, 2019:1).

Hence, there is a necessity to assess the capacity of the ARC function of selected
Gauteng metropolitan municipalities by qualitatively interrogating certain variables
such as the effectiveness of the ARC's oversight mechanisms, including the
frequency and depth of their review of financial statements and internal controls to
identify fraudulent activities in relation to combatting fraud and, after that, formulate
guidelines or frameworks to enhance the capacity and accountability of ARCs and
their members. This research aims to strengthen the image of South Africa as a
country, and in particular the Gauteng Province, with an advanced statutory and
regulatory framework to promote service delivery and community development,
particularly to enhance oversight processes to effectively and efficiently assist in

combatting irregularities in the public sector.

In the context of this research study, "capacity" refers to the collective ability,
competency, and preparedness of the ARCs within selected Gauteng Metropolitan

local governments to effectively identify, prevent, and address instances of fraud and
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corruption. It encompasses the skills, knowledge, resources, and organisational
frameworks that enable these committees to fulfil their roles and responsibilities in
promoting transparent, accountable, and ethical governance. The assessment of
capacity involves an evaluation of the ARC members' expertise, the effectiveness of
existing frameworks, and the adequacy of support mechanisms in place to combat
fraud within the local government context and in particular, within the selected

Gauteng Metropolitan Councils.
1.1 BACKGROUND OF THE STUDY

According to PwC (2022:4) in its 2022 Global Economic Crime and Fraud Survey,
46% of surveyed South African organisations reported experiencing fraud, corruption
or other economic crimes in the 24 months preceding the survey. This was the 3™

highest in the world. Fraud is particularly a big concern at the local government level.

Global Economic Crime and Fraud Survey is a recurring survey conducted by PwC
to assess the landscape of economic crime and fraud across various industries and
regions globally. The survey aims to provide insights into the prevalence, nature, and
impact of economic crime on businesses, public sector and organisations. The
survey covers a range of topics, including the types of economic crimes experienced
by organisations, the methods used by perpetrators, the effectiveness of fraud
detection and prevention measures, and the overall economic and operational

impact on businesses. PwC (2022)

According to the Department of Cooperative Governance and Traditional Affairs
(2009:1), Operation Clean Audit 2014 was launched in 2009 as part of the
government's more significant effort to "turn around" local government by the late

CoGTA Minister Sicelo Shiceka. It had two goals, namely:

. First, by 2011, there should be no disclaimer, adverse opinion, or failure to
submit financial statements for audits in any municipality or provincial

department, and

" Second, by 2014, the Government should achieve a clean audit for all

provincial agencies and municipalities.
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There is no necessity for detailed explication, the exacerbation of the situation is self-
evident, and fraud and corruption have increased. The Auditor General South Africa
(AGSA) (2021:3) reported that 64 municipalities were dysfunctional in the 2021/2022
financial year. Poor institutional capacity, poor financial management, corruption,
and political instability are the primary causes of the dysfunction. Eight municipalities
were under administration or provincial intervention. By June 2021, 23 municipalities
were under administration or provincial intervention, which further increased to 33
municipalities by February 2022 (Auditor General South Africa, 2021:4).

According to Transparency International’s (2022:1) 2022 Corruption Perception
Index, South Africa is ranked 72 out of 180 countries in terms of countries perceived
to be the most corrupt. It has worsened compared to the last eight years, during

2015, the Corruption Perception Index ranked South Africa 61 out of 168 countries.

Oversight committees, such as ARCs, are considered a crucial part of the control
measures (i.e., processes and tools) aimed at achieving optimal efficiency and

effectiveness in public sector service delivery performance.

An ARC not only focuses on audit-related matters but also on risk issues. Note 21 of
the Public Sector Risk Management Framework, National Treasury (2014:2), also
advises that in instances whereby the audit committee is separate from the risk
committee, the risk committee will be considered a sub-committee of the audit
committee and is therefore expected to report to the audit committee. According to
National Treasury (2010:44), a risk committee is the committee of the accounting
officer/authority, depending on the type of organisation (i.e., risk committee members
are appointed at the behest of the accounting officer/authority), to evaluate, guide
and review the organisation’s systems of risk management. The committee members
are appointed to assist the organisation in managing risks. Note 21 (National
Treasury, 2014:2) also advise that the strategic value of the oversight committee in
risk management is the responsibility of the ARC concerning risk management and
should be formally defined in its charter. According to the National Treasury
(1999:8), the head of the relevant treasury must appoint audit committee members
after consultation with the relevant executive authorities. The chairperson of an audit
committee may not be a political office bearer, and the audit committees must be

constituted to ensure their independence. The ARC should oversee the
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organisation’s control, governance and risk management (Institute of Directors
Southern Africa, 2016:57).

Felix (2022:1) reported that according to a cabinet statement and given the high
levels of fraud and non-compliance with auditing requirements on the local
government level, the national and/or provincial governments had to intervene to
attempt and restore governance, financial management, and service delivery since
many municipalities had become dysfunctional. He further added that in such
instances, the national and/or provincial governments then designate administrators

to manage and oversee the day-to-day operations of these communities.

In terms of section 139 of the Constitution, a possible intervention could be
undertaken to place a municipality under administrative control. This could be
implemented when a municipality fails or neglects to carry out its executive
responsibilities as required and expected by the Constitution. This will entail the
suspension of executive roles and the appointment of an administrator to oversee

and administer the daily operations of the municipality.

For example, in December 2019, the Free State Provincial Government imposed a
mandatory intervention on the Mangaung Metropolitan Municipality after failing to
implement the financial recovery plan during the provincial intervention for more than
two years; the municipality was later subjected to a mandatory economic recovery
plan in 2020 (Felix, 2022:1).

According to the Auditor General of South Africa’s Consolidated General Report on
Local Government Audit Outcomes (2021:4), the effectiveness of local government
depends on the ability of the entire ecosystem to be accountable and function
together. All role players must work collaboratively with a knowledge of how their
separate responsibilities influence and affect one another rather than merely
operating in silos. This will propel the ARC with the understanding that it has a
crucial role to play in giving the municipal management an unbiased perspective of
the efficacy of municipal controls and procedures; this should also strengthen the
position of the audit committee and internal audit function with the knowledge that
council is the municipality's executive authority. (Auditor General South Africa,
2021:5).

16



The most crucial aspect in many mechanisms deployed to improve administration is
the requirement to hold the executive and political principals to account effectively
(CoGTA, 2009:6). In other words, the lack of adequate public accountability and
mechanisms to exercise oversight over the executive and political principals, mainly

the target of a clean audit, will remain an unattainable dream.

Part VI of the Judicial Commission of Inquiry into State Capture’s Report
(Commission of Inquiry into State Capture, 2022:128) highlighted the failures and
inadequacies of public sector oversight committees. For example, Parliament's Joint
Standing Committee on Intelligence (JSCI) failed to perform its oversight duty
properly with respect to the State Security Agency. According to Erasmus (2021:2),
when the then Deputy Chief Justice, Raymond Zondo, as the chairperson of the
commission, was addressing the media on the failures of oversight committees in
parliament, he indicated that some of the root causes were political interference and
non-rotational chairpersons of the committee for more than five years. The
Commission of Inquiry into State Capture (2022) provided substantiated evidence of
the inadequacies of oversight mechanisms and framework in state organs and the
lack of accountability by those occupying the oversight roles in state organs, as well
as the lack of mitigating factors for the risk of political interference and a possible

repeat of state capture.

The ARC oversees a metropolitan municipality’s financial reporting processes,
internal control environment and audit of the financial statements. Given the crucial
role played by the committee in corporate governance processes, it is expected that
the committee must be independent of the municipality’s operations and
management. Section 166(2) of the MFMA requires an audit committee to be an
independent advisory body. Furthermore, the committee members must be
competent with varied skills and knowledge such as financial reporting, risk
management, compliance management and corporate governance in general
(Institute of Directors Sothern Africa, 2016:28).

The research study aims to assess the capacity of selected Gauteng metropolitan
ARC members to combat fraud through qualitatively interrogating their skills,

knowledge and experiences in those required fields as mentioned above.
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1.2 PROBLEM STATEMENT

It is evident from the above discussion, that the South African public sector has been
engulfed in fraud, corruption and maladministration for decades amid heavily
regulated public services and institutions. This is specifically true of the state of local
government in South Africa (Auditor General South Africa, 2021:3). This happened
under the ‘watchful eye’ of multiple oversight committees, exposing its apparent

ineffectiveness and inefficiencies.

The recent State Capture Report exemplifies the failures in public sector oversight
committees (Commission of Inquiry into State Capture, 2022). This requires
assessment and close observation of the capacity of oversight committee members,
particularly regarding ARCs. Anecdotal observation confirms that members
occupying these oversight committees are not held accountable for not exercising
their fiduciary duties, whereas some were actively involved in the maleficence. The
mitigating measures to monitor and prevent the conduct of these oversight
committees from being corrupt have proven to be inadequate because some have
become rogue and gotten themselves involved in fraud and corruption. This
pervasive and deeply rooted problem has far-reaching implications for the effective
functioning of local government structures and the overall well-being of its residents.
The convergence of corruption, maladministration, and political interference has led
to a breakdown in accountability, compromised service delivery, and an erosion of

public trust in the institutions meant to serve the people.

This research study will qualitatively interrogate the variables causing the
ineffectiveness and inefficiencies of oversight committees (i.e., ARCs) to combat
fraud and corruption and related irregularities in the public sector, specifically in
respect of selected Gauteng metropolitan municipalities and thereafter formulate
guidelines or frameworks to hold oversight committee members accountable for
failing to exercise their fiduciary duties, especially whenever fraud and corruption
have been detected, particularly whenever it can be ascertained that irregularities
occurred under their watch and chose not to act or report to relevant authorities. The
study seeks to comprehensively analyse the intricate interplay between these three
detrimental factors and their cumulative impact on the state of Gauteng's

metropolitans. It will critically examine the manifestations of corruption, identify
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instances of maladministration, and dissect the mechanisms of political interference,
this research aims to illuminate the complexities of the issue, identify key contributing
factors, and propose potential strategies to mitigate these challenges. Through an in-
depth assessment of the Gauteng metropolitans, this study endeavours to provide
valuable insights that can inform evidence-based policy reforms and institutional
restructuring, fostering transparent, accountable, and efficient local governance for

the betterment of the province and its residents.
1.3 RESEARCH OBJECTIVES
1.3.1 PRIMARY OBJECTIVES

The primary objective of this research study is to assess the capacity of ARC
members within selected metropolitan municipalities in the Gauteng province to

effectively combat fraud, corruption, and related irregularities’.
1.3.2 SECONDARY OBJECTIVES
The secondary objectives of this study are as follows:

" Formulate a draft framework for holding the individual ARC members

accountable for failing to exercise their fiduciary duties.

. Formulate a draft framework on the mechanism to assess the performance of
ARCs independently and objectively and for individual members to foster

continuous improvement in their functioning and performance.

. To formulate a draft framework to provide a guideline on the capacities of
individuals appointed in these ARCs, emphasising ethics, public service and

governance.
1.4 SIGNIFICANCE OF THE STUDY

South Africa has been engulfed with poor service delivery and battling fraud,
corruption, and maladministration in the public sector for decades since the dawn of
the new democracy. This has been exposed through the Commission of Inquiry into
State Capture (2022) and other relevant entities such as the Auditor General of

South Africa (2022). However, there is an adequate legislative and governance
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framework to hold executives to account in the form of oversight committees.
Whenever fraud and corruption are uncovered, the relevant oversight committees

are exonerated from their oversight responsibilities.

The research study findings will contribute to resolving the challenges and
weaknesses in the oversight functions and, therefore, improve mitigation strategies
in deterring and preventing fraud, corruption and maladministration in the public
sector, in particular at the level of local government. The contributing factors to the
failures in applying legislative requirements and recognised standard practices will
be exposed, and therefore recommendations will be drafted to improve the

processes.

The role played by the oversight committees will be scrutinised, particularly in
combatting irregularities (i.e., fraud, corruption and maladministration), at the
metropolitan municipality level within Gauteng Province. The factors that contribute
to the lack of accountability by the oversight committee members as a collective and

as individuals for their failure to exercise adequate oversight will be examined.

The main primary contribution of the study will be the improvement of the ARC
oversight function in metropolitan municipalities, and there are several secondary

contributions of the study, which are listed as follows:

. Assessment of the capacity of ARC members at the metropolitan municipality

level within Gauteng Province;

. Mechanisms to assess the performance of ARCs, collectively and as

individuals; and

" Highlight the need to hold ARC members accountable for failing to provide

adequate oversight, collectively and as individuals.
1.5 SCOPE/DELIMITATIONS OF THE STUDY

The research study will solely focus on the capacity of ARCs in Gauteng
metropolitan municipalities to combat fraud and corruption, therefore it relates to the

area of governance and financial management within Gauteng metropolitans.
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The study focuses on the apparent failures of ARCs to combat fraud and corruption
in metropolitan municipalities within the Gauteng Province. The three Gauteng
Metropolitan Municipalities (i.e., City of Johannesburg, Ekurhuleni and Tshwane)
have a combined total population of approximately fifteen (15) ARC members.
However, it should be stated that the number fluctuates due to the resignations of
members. The research will be limited to between eight (8) and twelve (12) ARC

members spread across the three metropolitan municipalities of Gauteng Province.

The study will contribute to the available literature on ARCs’ role in combatting fraud
and corruption in metropolitan municipalities. There are several limitations identified
in this study. The first is the small sample size, which is between eight (8) and twelve
(12) participants and might not be representative of all ARC members in the
metropolitan municipalities within Gauteng Province. These limitations will provide
opportunities for future researchers, and adequate data can be collected from other
provinces and the country for future contributions.

The second main limitation of this research study will be the geographical boundary.
This study focused on ARC members in metropolitan municipalities in the Gauteng
province. The results of this study have a specific regional representation and,
therefore, may be different from the ARCs in other provinces and South Africa as a

whole.

Furthermore, as the study will focus on ARC members in metropolitan municipalities
within Gauteng, the research questions might not be answered openly and honestly
with the required transparency due to fear of reprisal by the executives or political

principals.
1.5.1 FIELD OF STUDY

The field of study is corporate governance and financial management, focusing on
maladministration, fraud, and corruption in metropolitan municipalities within
Gauteng Province, specifically Ekurhuleni, Johannesburg, and Tshwane. The
adequate capacity among the ARC members of selected Gauteng urban

municipalities to combat fraud, corruption and related irregularities will be assessed.
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1.5.2 SECTOR/INDUSTRY/BUSINESS UNDER INVESTIGATION

Metropolitan municipalities' ARCs within the Gauteng province will be the focal point.
The focus will be on ARCs operating in urban municipalities within the Gauteng

province.

1.5.3 GEOGRAPHICAL DEMARCATION

The study will be geographically limited to the Gauteng province.

1.6 BROAD OVERVIEW OF RESEARCH DESIGN AND METHODOLOGY

The research approach will be qualitative grounded research whereby data is
collected and analysed in the process; thereafter a theory is developed. The
research approach will employ two different data collection methods: semi-structured

interviews and questionnaires.

Semi-structured interviews will be conducted with ARC members who are presumed
to possess valuable insights into the intricacies of corruption, maladministration, and
political interference. These interviews offer the flexibility to delve into individual

experiences, perceptions, and opinions, providing rich qualitative data.

Questionnaires will be distributed to the same sample of participants to complement
the interviews and gather more data on some issues. This method enables the
researcher to capture a broader range of perspectives, comprehensively exploring
the research problem. The structured nature of questionnaires allows for the
systematic collection of data while accommodating open-ended questions that

encourage participants to elaborate on their responses.

The research aims to achieve a triangulation of data sources, enhancing the validity
and reliability of the findings. The collected data will undergo rigorous analysis
involving processes such as thematic coding and content analysis. The chosen
research design and methodology align with the qualitative grounded research
approach, allowing for an in-depth exploration of the research problem. The
combination of semi-structured interviews and questionnaires ensures a

comprehensive data collection process, enabling the development of a robust
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theoretical understanding of the complexities surrounding corruption,

maladministration, and political interference within the Gauteng metropolitans.

The data analysis will be inductively built from specific feedback to general themes,
and thereafter, interpretations of the meaning of the data will be formulated. The
methodological choice for this research study is qualitative research with an
inductive approach, whereby qualitative research tools such as interviews, expert

opinion, self-reflection, and content analysis will be utilised.

1.7 LAYOUT OF THE STUDY

Chapter 1 |
Introduction |

Chapter 2
Literature review

Chapter 3

Research
Methodology |

Chapter 4

Data Analysis and
Discussion

Chapter 5

Conclusions and
recommendations
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SUMMARY

This study aims to assess the capacity of ARC members to effectively combat fraud,
corruption, and irregularities within the Gauteng Metropolitans. Taking into
cognisance the critical role played by these committees in upholding financial
integrity, transparency and accountability. The research aims to assess committee
members' proficiency, knowledge, and preparedness in addressing these pervasive

challenges.

The research approach adopted engages qualitative techniques to gather
comprehensive insights. Semi-structured interviews will be conducted with sampled
committee members to investigate their experiences, perceptions, and strategies for
tackling fraud, corruption, and irregularities. These interviews offer an avenue for
committee members to provide a narrative which is rich in context. Furthermore, a
questionnaire will be administered to committee members to gauge some of their
understanding of relevant regulations, strategies, and tools for fraud and corruption

prevention.

The study's significance lies in its potential to highlight areas where ARC members'
knowledge and capacity might be lacking while also identifying successful practices
that can serve as models for other committees. Ultimately, the study seeks to
contribute valuable recommendations and insights that can inform training, policy
adjustments, and the enhancement of committee effectiveness in safeguarding the

integrity of Gauteng's local government.
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CHAPTER TWO

2. LITERATURE REVIEW
21 INTRODUCTION

In the realm of governance structures, municipalities, local governments, and public
entities play a pivotal role in shaping South Africa's socio-economic landscape.
Ensuring the efficient and transparent functioning of these municipalities is essential
for service delivery and the well-being of local communities and for the overall
progress of South African development. However, challenges always arise and
threaten the integrity and effectiveness of these essential institutions. The main
challenges include the pervasive issues of fraud, corruption, and maladministration

exerting a detrimental influence on both service delivery and public trust.

The legislative requirement that enforces the establishment of ARCs within
municipalities and local government institutions has emerged as a strategic response
to these challenges, reflecting a proactive approach towards safeguarding
resources, enhancing accountability, and promoting ethical conduct. ARCs serve as
crucial mechanisms for monitoring financial activities, evaluating risk exposure, and

upholding the principles of good governance.

This literature review delves into the multifaceted realm of ARC members' roles
within selected Gauteng Metropolitan Municipalities and local government entities,
focusing on their contributions to combatting fraud, corruption and maladministration.
Furthermore, this literature review seeks to uncover the challenges encountered by
the ARC members, the strategies employed to facilitate and navigate fraud and
corruption challenges and the overall impact of these committee members'
endeavours in reshaping the dynamics of accountability, transparency, and ethical
behaviour within the realm of municipal governance. The term literature review refers
to the process of performing a review and the product resulting from reviewing
relevant literature sources. According to Machi and McEvoy (2016:2), the literature
review is a crucial pillar in any research undertaking because it determines what is

known about a topic and then moves on to contribute to the field.

25




As we further embark on this research study, it becomes evident that understanding
the intricacies of ARC members' responsibilities and actions is not only essential for
academic discourse but also for shaping policies and practices that can mitigate and
address the pressing issues of fraud, corruption, and maladministration within
Gauteng's municipalities and other local government entities. The in-depth
examination of the experiences and insights gained from various contexts will have
an immense contribution and valuable lessons that will serve as an ongoing quest for
effective and sustainable governance mechanisms in the South African and Gauteng

Metropolitan Councils.

2.2 OVERSIGHT, GOVERNANCE AND ACCOUNTABILITY BY AUDIT AND
RISK COMMITTEES

Oversight is defined from South Africa’s perspective by the Parliament of the
Republic of South Africa (Parliament RSA, 2009:7) as a constitutionally mandated
function of legislative organs of the state to scrutinise and oversee executive action
and any organ of the state. It further explains that oversight entails the informal and
formal, watchful, strategic, and semi-structured scrutiny exercised by legislatures
regarding the implementation of laws, the application of the budget, and the strict
observance of statutes and the Constitution. This parliamentary definition of
oversight function is inadequate because it does not provide the detailed operational
activities expected to be carried out, and it also assumes that oversight can only be
conducted by Parliament. In contrast, there are low-level operational oversight
committees that could provide practical oversight functions.

There is an open-ended description of the concept of oversight. It is described as the
supervision of the government activities and public finances by the Legislature cited
Monona (2015:74). Also, Monona cited Haris (1980:9), who describes oversight as a
review process, which suggests that oversight contains inspections of policies that
are or have been in effect, investigation of past administrative actions, and the
calling of executive officers to account for their financial transactions. It should be
noted that the above descriptions of oversight only focus on the administration,

economic and policy implementation, not ethics and expedition of service delivery.
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Makhado et al. (2012:4) state that “oversight refers to the crucial role of the
legislature in monitoring and reviewing the actions of the executives of the organs of
government”. It refers to actions or mechanisms taken to oversee government

departments' and public entities' financial and non-financial performance.

It can be concluded that there is an overlapping functionality description between
oversight and governance. These terms are primarily used interchangeably, although
it can also be argued that they both have a common objective, which is to advise,
direct, monitor and manage the public entity’s activities towards the achievement of

its goals.

Oversight function is a legislated requirement for all state organs and state-owned
enterprises which in terms of the Constitution (Republic of South Africa, 1996),
sections 42(3), 55(2), 114(2), 115(a & b) and 133(2), requires that Parliament has
the power to conduct oversight of all state organs, together with those at provincial
and local government level. In terms of section 55 of the Constitution, the National
Assembly is empowered to maintain oversight over all organs of state and section 92
of the Constitution empowers Parliament to hold the Cabinet accountable on all
strategic and operational matters, organs of state at a national level and Ministers
and their departments are generally held