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A clean audit (unqualified with 
no findings) relates only to 

three aspects:

The financial statements 
are free from material 

misstatements 

There are no material 
findings on compliance 

with key laws and 
regulations 

There are no material 
findings on the annual 
performance report 

What is a clean audit?



Legislative requirements and framework 

ÅMunicipal Finance Management Act (MFMA) 
ÅMunicipal Systems Act (MSA)
ÅMFMA Circulars 
ÅMunicipal planning and performance 

management regulations, 2001-
ÅMunicipal performance regulations for municipal 

managers and managers directly reporting to 
municipal managers, 2006-
ÅNT Framework for managing programme 

performance information ςIssued by NT 2007



Framework for ManagingProgramme 
Performance Information (FMPPI)

ÅSuitable indicators need to be specified to 
measure performance in relation to inputs, 
activities, outputs, outcomes and impacts.

ÅThe challenge is to specify indicators that 
measure things that are useful from a 
management and accountability perspective. 

ÅThis means managers need to be selective 
when defining indicators.



National Treasury (2007)



A good performance indicator should be:

(a) Reliable: the indicator should be accurate enough for its 
intended use and respond to changes in the level of performance.

(b) Well-defined: the indicator needs to have a clear, unambiguous 
definition so that data will be collected consistently, and be easy to 
understand and use.

(c) Verifiable: it must be possible to validate the processes and 
systems that produce the indicator.

(d) Cost-effective: the usefulness of the indicator must justify the 
cost of collecting the data.

(e) Appropriate: the indicator must avoid unintended consequences 
and encourage service delivery improvements, and not give 
managers incentives to carry out activities simply to meet a 
particular target.

(f) Relevant: the indicator must relate logically and directly to an 
aspect of the institution's mandate, and the realisation of strategic 
goals and objectives.



SMART Targets

ÅA useful set of criteria for selecting performance targets is the 
"SMART" criteria:

Åω Specific: the nature and the required level of performance can be 
clearly identified

Åω Measurable: the required performance can be measured

Åω Achievable: the target is realistic given existing capacity

Åω Relevant: the required performance is linked to the achievement of 
a goal

Åω Time-bound: the time period or deadline for delivery is specified.



DEVELOPING PERFORMANCE INDICATORS

ÅStep 1: Agree on what you are aiming to achieve

ÅStep 2: Specify the outputs, activities and inputs

ÅStep 3: Select the most important indicators

ÅStep 4: Set realistic performance targets

ÅStep 5: Determine the process and format for 
reporting performance

ÅStep 6: Establish processes and mechanisms to 
facilitate corrective action



Management capacity

ÅThe accounting officer or head official of an institution must ensure 
there is adequate capacity to integrate and manage performance 
information with existing management systems. 

ÅEach institution will need to decide on the appropriate positioning of 
the responsibility to manage performance information. 

ÅIdeally, this capacity should be aligned to the planning and financial 
management functions. 

ÅThis responsibility needs to focus on the overall design and 
management of indicators, data collection, collation and verification 
processes within the institution. 

ÅWhere such systems are lacking, it is necessary to support the 
relevant line manager to put them in place.



AUDIT FUNCTIONS PERFORMED 
in terms of the Public Audit Act 2004 (extract)

Financial and performance management is audited as part of 
the annual audit process. Accordingly, the auditor's report 
reflects an opinion or material findings on the following: 

Reported information on 
performance against 

predetermined objectives 

Internal control deficiencies 
that resulted in findings on 
the reported information on 

performance against 
predetermined objectives



Main 
Criteria

Sub Criteria Definition

Usefulness

Measurability
Indicators are well defined and 
verifiable. Targets are specific, 
measurable and time bound

Relevance
Indicators relate logically and directly 
to the entity mandate and realisation 

of strategic goals and objectives

Consistency
Objectives, indicators and targets are 

consistent between planning and 
reporting documents

Audit criteria (derived from performance management

and reporting framework)



Main 
Criteria

Sub Criteria Definition

Reliability

Validity
Actual performance reported has occurred 

and pertains to the entity 

Accuracy
Amounts, numbers and other data relating to 

actual performancereported have been 
recorded and reported appropriately 

Completeness
All actual results and eventsthat should have 

been recorded have been included in the 
annual performance reports


