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CHAPETR 1 - MAYOR’S FOREWORD AND EXECUTIVE
SUMMARY

COMPONENT A: MAYOR’S FOREWORD

The 2017/2018 financial year has ended and this has been the second year to carry the
mandate given by the people of OR Tambo district municipality in leading the developmental
agenda of 2017/2022 term. In pursuant of the people’s mandate, it is my honour to present
to the Municipal Council and to the people of the District, the Annual Report for the
2017/2018 financial year, which is an account of what has been delivered against the set
targets in the Service Delivery and Budget Implementation Plan (SDBIP).

The report is an attestation of the collective efforts of both the political and administrative
leadership in ensuring that we serve the people of the region with humility. | am proud to
report to the council and the people of ORTDM that once more OR Tambo district had
successfully spent its grants including the Municipal Infrastructure Grant (MIG), the Regional
Bulk Infrastructure Grant (RBIG) and Water Services Infrastructure Grant. This
demonstrates commitment in delivering basic services as these grants are meant to render
the services.

The district municipality is striving hard to instilling good governance and strengthening
financial management. Over the year it made commitments to clean its books dating back
from 2012/2013; specifically irregular expenditure incurred over the years in line with the
recommendations of both the National Treasury and The Auditor General South Africa. The
municipality took a bold step of mandating the Municipal Public Account Committee (MPAC)
to investigate the transactions of irregular expenditure in order to report back to Council and
ensure that where there is value for money these can be condoned. The work regarding that
is underway, taking all the required processes as required by the legislation.

As | present this report, | wish to note the performance improvement recorded over the year.
The overall institutional performance for the financial year has improved from the 73% of the
2016/2017 financial year to 78% on the SDBIP set targets. The sound political administrative
dichotomy is yielding better results and taking the municipality forward. It needs to be further
noted that as we improve services in line with our strategic agenda of long term provision of
water to the communities, slowly but surely the district is able to connect communities with
potable water supply. During the year 26 532 people have been served with potable water
supply through the completed projects. The programmes yielded to 44 SMME’s benefited
by subcontracting and this further created 250 job opportunities to the locals. Whilst in the
implementation of dry sanitation 68 work opportunities were created and further 221 jobs
were created in the waste recycling programme.

As the Executive Mayor of the O. R. Tambo District Municipality, together with the Municipal
Council and the Municipal administration, we commit to ensure that the vision of a
“Prosperous, Vibrant, Innovative and People-Centred District” is realized and that people of
O. R. Tambo continue to receive services in a sustainable manner.

ORTDM Annual Report 2017/18 2
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Clir N. Meth

Executive Mayor

COMPONENT B: EXECUTIVE SUMMARY

This report presents the O.R. Tambo District Municipality’s draft annual report for the
financial year 2017/2018. This report is also in compliance with the National Treasury
Circular 63 guidelines. It is submitted in line with the objectives, indicators and targets as set
out in the 2017 - 2022 approved Integrated Development Plan aligned with the approved
budget 3 year MTRF, both of which are informed the quarterly performance targets set out in
the Service Delivery and Budget Implementation Plan (SDBIP). The annual report is tabled
as per the five (5) Local Governments Key Performance Indicators as follows (not in the
order of priority):-

a) Basic Service Delivery and Infrastructure Development

b) Local Economic Development

c) Financial Viability and Management

d) Good Governance and Public Participation

e) Municipal Transformation and Institutional Development

It depicts the level of achievement of the set targets from the period 1 July 2017 to 30 June
2018. It also reflects explanations on deviations where the institution has not met the set
targets as well as corrective measures to be implemented, going forward

1.1 Municipal Manager’s Overview

For the year under review, the municipality had set some targets at strategic level that
include the focus on implementation of the institutional organogram in order to stabilize
operations and sustain sound financial management. The institution has been demonstrating
some improvements in spending of the allocated grants to accelerate service delivery.
Moreover, the Municipality has implemented strategies to improve its performance for the
financial year.

In an effort to attain these set objectives, the leadership of the institution at both political and
administrative level joined forces in fulfilling these commitments. As such, some positive
results are yielded which are reflected in this report. It had made strides in implementing the
organizational structure and this includes the placement of staff, internal and external
recruitment processes as well as job evaluation across the entire District. The
implementation of the organizational structure is one of the important break-through
milestones in the district as this had been at standstill for five years due to labour disputes.
Through the implementation of the organizational structure, the institution continues to
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mobilize and acquire the necessary skills that will assist in shaping its agenda as well as
improving the performance. Over the year, efforts were made to fill the Senior Management
positions that were vacant due to resignations and expiration of contracts. Towards the end
of the financial year, one Senior Manager (Director Water and Sanitation) assumed duties
whilst four Senior Management positions were at the stage of selection process (i.e. Director
Human Settlements, Technical Services, Internal Audit and Executive Mayoral
Services).With regards to the expenditure of grants, the municipality continued to fully spend
the MIG and RBIG grant allocations for the financial year. Previously, the municipality
experienced strained relations with National and Provincial Departments of Treasury and
Cooperative Governance and Traditional Affairs concerning grant spending, however, the
municipality has managed to foster cordial relations with these departments. Furthermore,
the municipality has implemented an improved Performance Management System, which
has resulted into credible Portfolio of Evidence which supports grant spending.

1.2 Municipal Functions, Population and Environmental Overview

1.2.1 Municipal Functions

Table 1: Municipal Powers and Functions

O.R. Tambo KSD Nyandeni Ingquza Hill Mhlontlo PSJ
Water Yes No No No No No
Sanitation Yes No No No No No
Municipal Health Yes No No No No No
Electricity Reticulation No Yes Yes Yes Yes Yes
Air pollution - Yes Yes Yes Yes Yes
Building regulation - Yes Yes Yes Yes Yes
Child care facilities - Yes Yes Yes Yes Yes
Fire fighting Yes Yes Yes Yes Yes Yes
Local Tourism Yes Yes Yes Yes Yes Yes
Municipal Airports Yes Yes Yes Yes Yes Yes
Municipal Planning Yes Yes Yes Yes Yes Yes
Public Transport Yes Yes Yes Yes Yes Yes
Pontoons and ferries - Yes Yes Yes Yes Yes
Disaster Management Yes No No No No No
Storm water - Yes Yes Yes Yes Yes
Trading regulation - Yes Yes Yes Yes Yes
;i?:;izis and  amusement - Yes Yes Yes Yes Yes
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O.R. Tambo KSD Nyandeni Ingquza Hill Mhlontlo PSJ

Billboards and advertisements - Yes Yes Yes Yes Yes
Srznr;ztt?)rriii\s, parlours and - Yes Yes Yes Yes Yes
Cleansing - Yes Yes Yes Yes Yes
Traffic packing - Yes Yes Yes Yes Yes
Street lighting - Yes Yes Yes Yes Yes
Street trading - Yes Yes Yes Yes Yes
™™ T e [ [ e [ e [
Public places - Yes Yes Yes Yes Yes

1.2.2 Population Overview

Population statistics is important when analysing an economy, as the population growth
directly and indirectly affects employment and unemployment, as well as other economic
indicators such as economic growth and per capita income.

IHS Global Insight, 2016 revealed that the population in the Eastern Cape is estimated at 7
010 000 which is the third highest in the country, following Gauteng and Kwa-Zulu Natal.
The O.R. Tambo DM accounts for 1 472 366 people, the highest in the entire Eastern Cape.
Local Municipalities with the largest populations are King Sabata Dalindyebo (KSD),
followed by Nyandeni and Ingquza Hill.

ORTDM housed 2.6% of the total South African population in 2016. Between 2011 and
2016, the population grew by 6.7%, approximately the same as the provincial growth rate of
6.6% in the same period. Ingquza Hill Local Municipality and KSD Local Municipality
recorded the largest population growth rates of 8.9% and 8.1% respectively, between 2011
and 2016.

1.2.2.1 Population density

In 2016, there were 120 persons per square kilometre living in the ORTDM. Compared (to
the other District Municipalities), ignoring metropolitan municipalities, the ORTDM is more
densely populated.

Using population density instead of the actual number provides a basis between these
different places (or economies). ORDM is relatively densely populated compared to most
rural municipalities. The higher density has an impact on household infrastructure provision,
guality of services and access to resources (medical care, schools, sewage treatment,
community centres, etc.).
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The population density of the various municipalities in the ORTDM is higher than provincial

average of 40 people per square kilometre for all the LMs. King Sabata Dalindyebo is the
most densely populated

Figure 1 below demonstrates the number of people per kilometre across the six districts in
the Eastern Cape Province.
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Figure 1. Population Density per District Municipality 2016 (Number of People per
Km?)
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Source: Community Survey, 2016

Figure 2 demonstrates the population density per Local Municipality within ORTDM

Figure 2: Population Density per Local Municipality (2016)
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Source: IHS, Global Insight, 2017

Table 2 demonstrates the Population, area size and population density per LM, ORTDM and
the EC Province.

Table 2: Population, Area Size and Population Density per Local Municipality

2011 2016

Pop Area Pop Pop Area Pop
(km?) Densit (km?) Density
y (op (pp/km?)
/km?)
Ingquza 278 481 2476.83 | 112 304 2477 123
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2011 2016

Hill 000

Nyandeni | 290 390 2474.01 | 117 313 2474 127
000

PSJ 156 136 1291.20 | 121 168 1291 130
000

Mhlontlo | 188 226 2826.09 | 66 194 2 826 69
000

KSD 451 710 3027.37 | 149 494 3027 163
000

O.R. 1 366 | 12095.1 | 113 1 47212096 | 122

Tambo 045 366

Eastern 6 562 | 168 966 39 7 010 | 168966 | 41

Cape 053 000

Source: IHS, Global Insight, 2017

Figure 3 indicates the population structure of ORTDM against South Africa according to
gender.

Figure 3: Population Pyramid- O.R. Tambo vs South Africa, 2016

Population structure
O.R.Tambo vs. South Africa, 2016

Male ] Female
— O.R.Tamﬁb
O H
10,0% 5,0% 0,0% 5,0% 10,0%

Source: IHS, Global Insight, 2017

1.2.2.2 Households

The following table and figure illustrates household growth per LM within ORTDM
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Table 3: Number and Size of Households per Local Municipality

2011 2016

Average Average
Number of | number of | Number of | number of
households people per | households people per
household household
Ingquza Hill 56 213 4.7 60 700 5
Nyandeni 61 647 4.6 66 300 4.7
Port St Johns | 31715 4.5 33 600 5
Mhlontlo 44 080 4.1 44 600 4.2
King Sabata | 1, 579 4.0 117 000 4.2
Dalindyebo
O.R. Tambo 298 229 4.3 322 000 4.5
Eastern Cape | 168 785 3.9 1790 000 3.9

IHS, Global Insight, 2017

Figure 4: Households Growth 2005-2015
330 000
320 000
310 000
300 000
290 000
280 000
270 000
260 000

250 000
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: IHS, Global Insight, 2015

Table 3 indicates that between 2011 and 2016, the household size of the five (5) LMs in the
O.R. Tambo District, as well as the O.R. Tambo District itself, grew at a faster rate than that
of the province, while Mhlontlo LM increased by 520 households. KSD LM and Ingquza Hill
LM had the highest increase; 12 122 and 4 487 households respectively.

These figures could suggest that the increase in households, could be due to one or more of
the following:

. migration of people within the province;
. births; and
. Family members moving back to the District.
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1.2.2.3 Socio Economic Status

The dependency ratio is the ratio between the number of dependents, aged 0-14 years and
those over the age of 65 years, to the total population aged

15-64. the high number of children in the District leads to high levels of dependency. In
2016, 38.95% of the population in the O.R. Tambo region was between the ages 0-14 and
6.47% older than 65 years. In the same year the population group in the region that could be
economically active (15-64 years) was at 54.58% compared to 56.8% of the province as a
whole. This is evident in the Local Municipalities (LMS), with the exception of KSDLM being
higher than the provincial figure. In 2016, Port St Johns and Ingquza Hill recorded the
highest dependency ratios.

Table 4 illustrates the changes in dependency between 2011 and 2016.

Table 4: Dependency Ratios per Local Municipality

2011 (%) 2016 (%)

Ingquza Hill 91.6 89.4
Nyandeni 85.2 82.4
Port St Johns 92.9 90.1
Mhlontlo 83.7 81.6
King Sabata Dalindyebo 66.8 61.8
O.R. Tambo 80.5 76.9
Eastern Cape 65.9 67.9

Community Survey, 2016

1.2.2.4 HIV/AIDS Estimates

HIV and AIDS can have a substantial impact on the growth of a particular population.
However, there are many factors affecting the impact of the HIV virus on population
progression: adult HIV prevalence rates; the speed at which the virus progresses; age
distribution of the virus; the mother-to-child transmission; child treatment; adult treatment;
and the percentage by which the virus decreases total fertility. ARV treatment can also
prolong the lifespan of people that are HIV+. In the absence of any treatment, people
diagnosed with HIV quickly reach the final stage of the disease (called AIDS). When patients
reach this stage, recovery is highly unlikely.

Table 5 and Figure 5 illustrates the estimated HIV prevalence and AIDS death over the
period 2011-2016
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Table 5: HIV Estimates and Aids Estimated Deaths per Local Municipality (2011-2016)

RINVASSINEES AIDS Death Estimates

2011 2012 2013 2014 2015 2016 2011 | 2012 |2013 | 2014 201 2016
Ingquza Hill | 27 874 | 28293 | 29313 | 30304 |31723 |32263 |957 - 800 694 | 689 | 606
Nyandeni | 29773 |30243 |31362 |32460 |33542 |34657 |1025 |1077 |860 747 | 744 | 655
Egr:tns St115001 |15204 |15822 |16335 |16838 |17355 |521 545 433 374 | 371 | 326
Mhlontlo | 19677 | 19753 | 20277 |20804 |21339 |21915 | 701 729 575 495 | 490 | 429
King 1
Sabata 52053 | 53059 |55200 |57325 |59420 |61564 |1772 |1874 | 1501 1311 |, |1157
Dalindyebo
O-R. 144468 | 146642 | 151982 | 157229 |162412 | 167755 | 4956 |5228 |4169 |3621 |°. |3173
Tambo 608
Eastern 677459 | 692851 | 713912 |738076 | 762249 | 787626 |24074 | 25588 | 20271 |7 15473
Cape 642 641
South 5 961|5 767 | ... |6 0l4|6 140/6 285|216 229 181 159 | 159 | 136
Africa 844 427 312 143 493 018 481 388 681 | 415 | 708
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Source: IHS Global Insight, 2017

In 2016, 167 755 people in O.R. Tambo District Municipality were infected with HIV. Between
2011 and 2016 the number of people infected, increased at an average rate of 2.5% per annum.
By 2016, 11.1% of the O.R. Tambo District Municipality population was infected with HIV.

In 2016, South Africa had a total of 6 285 493 people who were HIV+. Between 2011 and 2016,
this increased at an average rate of 2.9 rate per annum. The Eastern Cape had a similar profile
with 11.3% of the population being HIV+, but growing at a faster rate of 2.5% per annum.

The average per annum growth in the number of HIV+ people in O.R. Tambo District
Municipality, is similar to that of the province, at 2.5%, but has a lower percentage (11.1%), of
people living with the disease. The local municipality affected the worst is the King Sabata
Dalindyebo Local Municipality, where the HIV+ incidence grew at a rate of 2.8% per annum
from 2011 to 2016.

In 2016, 3 173 people lived with AIDS, the next stage of the HIV disease, lived in the ORTDM.
On reaching the final stage(s) of the disease, recovery is highly unlikely for the majority of
people. It is therefore, significant and worth mentioning when reaching the final stage of the
disease, recovery is very unlikely and most of them will not live much longer. The number of
people living with AIDS decreased at a rate of 5.4% annually between 2011 and 2016, and in
2016 represented 0.22% of the total ORTDM Tambo District

Figure 5: HIV+/Aids Profile Oliver Tambo District 2016
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1.3 Service Delivery Overview

During the financial year under review the Municipality has done well as compared to other
financial years in terms of performance. The Municipality had set 138 targets across all the Key
Performance Areas, of which 108 are reported to be achieved with 30 not achieved. This brings
the overall institutional performance to 78% for the 2017/2018 financial year. The performance
shows an improvement from the 2016 /2017 financial year of 5.27% which was 72.73%. The
charts below give details of performance in the municipality including performance per key
performance area as well as per department.

Institutional Performance

m Achieved mNot achieved

Institutional Performance per KPA 2017/18
120%
100%

80%
60%
40%
20%

0%

Basic Service Local Financial GoveGrﬁggce & Tra'\r/:lsjfr:)l ::rlr?:tlion
Delivery and Economic Viability & Public & Institutional
Infrastructure =~ Development = Management e
Participation Development
m Percentage Achieved 72% 85,7% 83,3% 84% 100%
= Percentage not Achieved 28% 14,3% 16,7% 16% 0%
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Departmental Performance 2017/18

120%

100%

80%
60%
40%
20%

0%

Rural,
Economic = Budget & Executive Office of the

Water and ~ Technical Community ~ Human Corporate Internal  Legislative

o . . and Treasury - . . Mayoral Municipal
Sanitation =~ Services Services  Settlements Developme Office Services Audit Services Services Manager
nt Planning
u Percentage Achieved 70% 50% 85% 40% 87% 91% 100% 100% 100% 91% 64%
m Percentage not Achieved 30% 50% 15% 60% 13% 9% 0% 0% 0% 9% 36%

The District continues to improve its performance each financial year through improving
institutional processes, employment of skilled personnel in key positions and capacitation of
employees. The chart below demonstrates the performance of the District over the past 3 years.

Institutional Performance over the past Three
Financial Years

78%
72,73%

2015/16 2016/17 2017/18

68,40%

To ensure that the set targets will be achieved, the ORTDM identified key top ten risks areas at
a strategic and operational level; these were formed part of its annual risk plan. The plan was
being monitored and on a quarterly basis risk management unit continued to report to the
Management and the Accounting Officer on how these areas were addressed.

Moreover, for the year under review the District Municipality had made some improvements in
terms of its core function: water services. A number of projects for water and sanitation have
been completed and this resulted to the reduction of backlog. Over the year, 26532 number of
people have been served with water and 4502 with sanitation services (Ventilated Improvement
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Pit). Subsequent to these services, the District completed the Lusikisiki Waste Water resulting to
the connection of major institutions such as Police and business areas to the system. It further
started Libode Waste Treatment Works as part of its long term intention to provide the small
towns with descent sanitation services.

1.4 Financial Health Overview

The District continues to be in a strong financial position underpinned by improvement in
collection rate. Despite the current economic climate, the District managed to acquire R50.9
million in investments. It further improved in grant expenditure as it spent 100% of its grant.

It must be noted that ORTDM is a non-delegated municipality and as such, its budget and plan
is assessed by National Treasury. Over the year under review, National Treasury commended
the District’s budget as cash funded, credible and aligned to the strategic plan.

1.5 Organisational Development Overview

During the previous year, the Institution established an HRD unit that has been fully functional in
the year under review. Various initiatives have been implemented which include the training and
development of internal staff and communities, internship, experiential learning as well as skills
development. A total of 178 employees were provided with study assistance whilst 142 were
enrolled in various skills programme or short courses. Moreover, ORTDM continued to provide
study assistance to the needy students in various universities. A total of 66 students have been
supported whilst the District made an extra mile to coordinate and support students for
enrolment in National Student Finance Aid Scheme (NSFAS). The District further provided 55
internships, 131 learnership and experiential training to children from within the District.

Over the year, the District has established its HRD Council, which seeks to address long-term
skills in the region as well as embrace the National and Provincial strategic skills programmes.
The HRD Council has started its inception work, mobilising the necessary stakeholders towards
addressing the skills gap for economic development. Again, the District had forged partnerships
with the local universities such as Walter Sisulu University (WSU), University of Fort Hare
(UFH), Nelson Mandela University and Technical and Vocational Education and Training
(TVET) colleges for skills development and training. This has been intended to fully utilise the
local institutions of higher learning and minimise travel costs.

Over the year, the District continued to implement its organisational structure through
recruitment processes. It has been stable in terms of its Senior Management/Section 54 and 57
Managers. Out of 11 Senior Managers, 9 are in place whilst the remaining 2 are in the
processes of recruitment and these were vacated through resignations. The lower level posts
have also been prioritised and as such the vacancy rate reduced to 43%. It must be noted that
an operational walk through of the organisation will be conducted and the structure will be
reviewed.
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1.6 Auditor General Report

During the 2016/17 financial year, the Municipality received a Qualified Audit Opinion from the
AGSA with only one qualification item. The qualification item was the Irregular Expenditure
(completeness of irregular expenditure register). Qualification is based on the fact that the AG
audited submitted schedule of Irregular Expenditure and found that there were some items of
expenditure that were supposed to be in the schedule that were not included in the schedule.

AG then gave the Municipality an opportunity to adjust the schedule. After the schedule was
resubmitted, AG found out that there were still items that were not included in the schedule;
hence, the Municipality received a qualified audit opinion. The main issue was the transaction
not included in the schedule as the Municipality deemed to be procured within the ambits of the
SCM Regulations but the AG felt that they did not meet the requirements of Regulation 32,
hence had to be recorded as irregular expenditure. The following are the key reasons for the
irregular expenditure:

e Included in this Irregular Expenditure are the contracts that were awarded in 2011/12
financial year and they are long term in nature e.g. Amatola Water which was presidential
intervention project and swift travel and tours.

e From 2014/15 backwards the Municipality did not have appointed Senior Manager’s (most of
the Senior Managers were acting) i.e. the control environment was not matured (weak).

¢ Non-compliance to SCM Regulations and Legislation.

e The relocation of the Municipal Offices (Budget and Treasury Department) from Old
Government Printers to the new Myezo Building; in this process some of the procurement
documents were lost.

¢ Incorrect application of Regulation 32.

Despite the Municipality having not received the unqualified audit outcome or clean audit in the
2016/17 financial year. The Municipality still improved compared in the previous financial years
considering that there was only one qualification item which was only the completeness of
irregular expenditure.

1.6.1 Steps Taken to Correct the Situation (Improve Audit Outcomes)

e The Municipality developed Management Audit Action Plan having implemented 53% of the
actions and 44% targeted to be implemented during the Annual Financial Statements and
Annual Performance Report preparation;

o Management resolved to stop the use of Regulation 32 Contracts;

e The Municipality is up to speed on procuring term contracts i.e. this will assist to stop the
use of Regulation 32 contracts;

e The Municipality is currently utilising Treasury’s Centralised Supplier Database to service
providers compliance matters;

o Enforcement of SCM Regulations and those found responsible for the breach of regulations
to be held accountable (Implementation of consequence management); and
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o Enforce implementation of Irregular, Unauthorised, Fruitless and Wasteful Expenditure
Policy.

Furthermore; 2016/17 financial year the Municipality took giant strides on dealing with the
Unauthorised; Irregular and Fruitless and Wasteful Expenditure, as the following have been
performed:

Through Section 32 Ad hoc Committee; the Council successful investigated and wrote-off
Unauthorised, Irregular and Fruitless and Wasteful Expenditure amounting to R4 827 147 173
made of the following:

¢ Unauthorised expenditure R2 277 804 145.
o Fruitless and Wasteful Expenditure R8 544 810.
e Irregular Expenditure R2 540 798 218.

It is worth sharing that the above unauthorized, irregular, fruitless and wasteful expenditure is an
accumulated expenditure that dates as far back as 2015/16 to 2011/12 financial years which
could not be completely investigated and is composed as follows:

Unauthorised Expenditure

e The R875 646 922 unauthorised expenditure investigated and written-off is for the four-year
period i.e. 2012/13 to 2015/16.

e The unauthorised expenditure amounting to R 1 402 157 223.00 relating to 2011/12
financial year.

Irregular Expenditure

e 2015/16 financial year Irregular expenditure amounted to R615, 834, 005;

o 2014/15 financial year irregular expenditure amounted to R588, 822,707.23,;

e 2013/14 financial year Irregular expenditure amounted to R384, 212,372.40;

e 2012/13 financial year irregular expenditure amounted to R503, 534,490.45;

e Amatola Water Board Irregular expenditure incurred in 2016/17 financial year amounted to
R 204 909 596.73;

e lrregular expenditure contracts running to 2016-17 amounted to R 119 709 409.49 i.e. these
are the contracts that are long term and were appointed in the previous financial years; and

o Additional Irregular Expenditure from 2013 to 2016 amounted to R 150 460 636.84.

Fruitless and Wasteful Expenditure
o 2015/16 financial year fruitless and wasteful expenditure amounted to R5 906 270;

e Fruitless and wasteful expenditure amounting R24 246 870 relates to previous financial
years i.e. 2014/15 backwards.
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After the investigation, there was a remaining Unauthorised, Irregular, Fruitless and Wasteful
expenditure amounting to R2 244 538 383 made of the following:

Unauthorised expenditure R1 005 909.
Fruitless and Wasteful Expenditure R21 608 330.
Irregular Expenditure R2 221 924 144,

However, the Municipality is currently investigating the remaining expenditure through use of
Municipal Public Accounts Committee (MPAC); as resolved on the Council meeting held on 28
March 2018. An MPAC progress report on investigation of Irregular Expenditure has been since
submitted to the Council on its Special Council meeting held on 30 June 2018; where some
historic Irregular Expenditure amounting to R97 864 105.01 was written-off which relates to
Amatola Water.

1.7 Statutory Annual Report Process

No Activity Timeframe
Consideration of next year’s financial Budget and IDP Process Plan. | July
Except for the legislative content, the process plan should confirm in-year
reporting formats to ensure the reporting and monitoring feeds seamlessly
into the Annual Report process at the end of the Budget/IDP
implementation period
2 Implementation and monitoring of approved Budget and IDP commences
(In year financial reporting)
3. | Finalise the 4™ quarter report for previous year
4. | Submit draft year 2017/18 Annual Report
5. | Municipal entities submit draft annual reports to MM
6. | Audit/Performance committee considers draft Annual Report of | August
municipality and entities (where relevant)
7 Mayor tables the unaudited Annual Report
8. | Municipality submits draft Annual Report including consolidated annual
financial statements and performance report to Auditor General
9. | Annual Performance Report as submitted to Auditor General to be
provided as input to the IDP Analysis Phase
10. | Auditor General audits Annual Report including consolidated Annual | September-
Financial Statements and Performance Data October
11. | Municipalities receive and start to address the Auditor General’'s comments | November
12 | Mayor tables Annual Report and audited and audited financial statements
to Council, complete with the Auditor General’s Report
13 | Audited Annual Report is made public and representation is invited
14 | Oversight committee assesses Annual Report
15 | Council adopts oversight report December
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No Activity ' Timeframe

16 | Oversight report is made public

17 | Oversight report is submitted to relevant provincial councils
17 | Commencement of draft Budget/IDP finalization for next financial year. | January
Annual Report and Oversight Report to be used as input
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CHAPTER 2 - GOVERNANCE

COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE

2.1 Introduction to Political Governance

The O.R. Tambo District Municipality Council’s primary role is that of political oversight of the
municipality’s functions, programmes and the management of the administration. All of the
powers of local government are vested in the municipal council. The council has the power to
make by-laws (legislative authority) and the powers to put those laws into effect (executive
authority). The Council of O.R. Tambo adopted a Separation of Powers governance model, with
the executive arm of council led by the Executive Mayor and the legislative arm of council led by
the Speaker.

The legislative arm of council is constituted of committees established in line with the provisions
of Section 79 of the Municipal Structures Act, No. 117 of 1998, as Section 79 Standing
Committees and Section 79 Portfolio Committees. The Section 79 Standing Committees play an
important role in ensuring good governance, accountability and public participation. The Section
79 Portfolio Committees are established in line with the municipal departments to play an
oversight role over the performance of the departments as to improve service delivery related
matters. The O.R. Tambo District Municipality council has executive and legislative authority
over the matters set out in Part B of schedule 4 and Schedule 5 of the Constitution. In
administering the matters assigned to local government, the municipal council strives within its
capacity to achieve the Constitutional objects of local government.

The new council for the term 2016\2021 was inaugurated during its First Council Meeting held
on 24 August 2016, wherein the Speaker, Cllr X. Nkompela, the Executive Mayor, Clir N. Meth
and the Chief Whip, Clir T. Sokanyile were elected. In the same meeting, the Deputy Executive
Mayor ClIr R.Z. Nogumla was appointed by the Executive Mayor. The Speaker was delegated
by the council to appoint Section 79 Committee Chairpersons and members as per the
Municipal Oversight Model adopted by council on 30 September 2015. The new council was
inducted on 29 August to 01 September 2016 followed by the Section 79 Committee Workshop
conducted on 5 September 2016 to 6 September 2016. During the 2017\18 financial year, the
Council successfully held seven (7) Council meetings, one open council meeting outside the
chamber, the Inauguration of the Executive Mayor, four Special Council Meetings and two
Ordinary Council meetings in terms of Section 29 of Local Government: Municipal Structures
Act, No. 117 of 1998, and all of these meetings were publicized to enhance accessibility to the
public.

The core mandate of the Legislative Arm of Council is focused on five themes:

e Accountability, Oversight and Scrutiny
e Strengthen capacity of the Legislative Arm of Council
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e Public Participation to safeguard local democratic processes
e Monitoring and evaluation, and
e Sound Financial Management.

2.1.1 High Level Overview: Department of Legislative Services

Director Legislative
Services (Council

Secretary)
| | | | ‘ |
Unit: Unit: Unit: Unit: Unit: Unit;
Coun_cil & Administration P_u_blic_ Whippery Re§earch, Sergeant at
Committees Participation Services Palicy and Arms
Speech Writing
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Figure 1: Organisational Structure- Legislative Services
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Figure 2: O.R. Tambo District Municipality Political Structure
2.1.2 Council Composition
In terms of Section 12 Notice of Local Government: Municipal Structures Act No. 117 of 1998,

O.R. Tambo is a category C municipality, which consists of 59 Councillors representing various
political parties as shown in the table below:
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Table 1:0.R. Tambo District Municipality Composition of Council

Total No. Part-Time Full-Time Number of
of Clirs Clirs Clirs Female Clirs

45 27 18 26

05 3 2 1

4 3 2 -

2 1 1 1

1 - 1 -

1 - 1 -

1 1 - -

[\[oR of [\[oR

Local Municipali : No. of Mal
Gl LLE e s Councillors 09T VEES  Females

King Sabata Dalindyebo (KSD) 12 6 6
Nyandeni 7 1 6
Port St John'’s 4 1 3
Ingquza Hill 7 3 4
Mhlontlo 5 3 2

2.1.3 Councillor Replacements and Resignations in 2017\18

1.

In October 2017, Cllr Ggetywa from Nyandeni Local Municipality replaced Clir
Nonkothamo who tendered resignation in July 2017.

In October 2017, Clir Mchithakali from Nyandeni LM replaced ClIr Kupelo who passed on
in May 2017.

In March 2018, Clir Mjoji as the O.R. Tambo District Municipality Rep replaced Clir
Mvango who passed on in February 2018.

In May 2018, ClIr Rolobile from PSJ LM replaced ClIr Mfiki who tendered resignation in
March 2018.

In December 2017, Nkosi Ranuga from Mhlontlo LM replaced Nkosi Tyali who tendered
resignation in September 2017.

2.1.4. Political Decision Making

In the with the Separation of Powers Governance Model, adopted by council in September
2013, the council on the 30" September 2015, adopted a Municipal Oversight Model (MoM) for
strengthening the functionality of the Section 79 Portfolio Committees of council established to
play an oversight role. The council adopted the Reviewed Council Standing Orders in line with
the afore stated governance frameworks on the 07 December 2017.
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2.1.5. Governance Framework: Separation of Powers Model (SOP) & Municipal Oversight
Model (Mom)

In the with the Separation of Powers Governance Model, adopted by council in September
2013, the council on the 30™ September 2015, adopted a Municipal Oversight Model (MoM) for
strengthening the functionality of the Section 79 Portfolio Committees of council established to
play an oversight role. The council adopted the council standing orders in line with the afore
stated governance frameworks on the 07 December 2017.

2.1.5.1. Petitions & Public Participation Committee

The Petitions & Public Participation committee is constituted in terms of Section 79 of the
Municipal Structures Act 117 of 1998 as a Section 79 Standing Committee of the Council of
O.R. Tambo District Municipality. The main objectives of the Petitions & Public Participation
Committee entails the following:

(@) To encourage the involvement of Communities and Community Organisations in the
matters of local government.

(b) The development of systems to monitor and track petitions received in an accurate and
effective manner.

(c) The development of a feedback system for petitions received

(d) To increase the effectiveness of public participation in the Council.

(e) To develop and/or update a policy for public participation.

(f) To diligently perform its power and functions in terms of these terms of terms of
reference.

O.R. Tambo District Municipality is involved in public participation through ward committees.
Capacity building programs were conducted to ward committees in order to strengthen ward
committee leadership. About 140 Ward Committee members in Port St Johns Municipality were
workshopped on Community Public Awareness on Grievance procedure and Voter Registration
awareness. The Municipality monitors the functionality of ward committees within the district by
using the Ward Committee Monitoring Tool. On a quarterly basis, the Local Municipalities
submits reports on all service delivery based issues.
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2.1.6 Political Governance
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2.1.6.1. Oversight Role of Council and Section 79 Committees

The council committees are established in terms of Section 79 of the Municipal Structures Act
117 of 1998 as Standing and Portfolio Committees. Non-executive fulltime councillors chair
section 79 Standing Committees and the Section 79 portfolio committees are chaired by non-
executive part time chairpersons.

The district municipality has seven Section 79 Standing Committees and eight Section 79
Portfolio Committees, which are managed and coordinated by the Office of the Speaker as per
the Separation of Powers Model that was adopted by Council on 6 September 2013.

Table 3: S 79 Standing Committee Achievements

Section 79 Standing Chairperson’s .
. Achievements
Committee Name

1. Rules Committee Cllr. X. Nkompela 1. Adoption of Reviewed Council Standing
Orders
2. Four Progress reports tabled to council
2. Programming Effective sittings of all council meetings due
Committee to prior consideration of all items for council

by the Programming Committee.
Tabling of 4 Progress Reports to Council

3. Chairperson’s ClIr A. Gantsho Tabling of S79 Standing and Portfolio
Committee Committee Quarterly reports to Council
2. Four Quarterly Progress Reports tabled
to council

3.Section 79 Committee Chairpersons
Strategic Planning Session

4. Municipal Public | Clir N. Pepping 1.Study  Tour: SCOPA  national
Accounts parliament
Committee (MPAC) 2.Project verification for 2016\17,
abandoned projects and incomplete
projects

3.Tabled report to council on corrective
measures  for root causes of
Unauthorized, Irregular, Wasteful and
Fruitless Expenditure

4.Tabling of Oversight Report on the
Unaudited and Audited 2016\17 Annual
Report

5.Investigation of Irregular Expenditure
for 2016\17
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Section 79 Standing Chairperson’s

Achievements

Committee Name
5. Ethics and | Cllr Geinindawo Workshop on all councillor
Members  Interest benefit\welfare policies
Committee Tabling of 4 Quarterly Progress Reports
to Councll
6. Multiparty Women’s | Cllr Cwecwe Conduction of Awareness Campaign for
Caucus Prevention of Violence against
Women
Tabling of 4 Quarterly Progress Reports
to Councll
7. Petitions and Public | Clir M Dambuza | Tabling of 3 Quarterly reports to council
Participation was appointed
Committee who later resigned
and then Cllr
Rolobile took over

Section 79 Portfolio Committees

Section 79 Portfolio Names of Chairperson Oversight Reports Adopted
Committees Name  Departments by Council
Oversighted
1. Infrastructure Water and | Clir Z. Gusana | Five Oversight Reports: (4'
Services Portfolio | Sanitation Quarter 2016\17, 1% Quarter
Committee Services and 17\18, 2™ Quarter 2017\18, &
Technical Services 3" Quarter 2017\18) and 1
Focused Intervention Study
Report
Conducted Study tour to
Ekurhuleni Metropolitan
Municipality
2. Human Human Settlement | Clir N. Fono Five Oversight Reports: (4"
Settlement and | and Quarter 2016\17, 1* Quarter
Disaster Disaster 17\18, 2™ Quarter 2017\18, 3"
Management Management Quarter 2017\18 and FIS
Portfolio Section under Report
Committee Community
Services
3. Corporate Corporate ClIr L. Mziba Five Oversight Reports: (4"
Services Services Quarter 2016\17, 1% Quarter
17\18, 2" Quarter 2017\18, 3™
Quarter 2017\18 and Focused
Intervention Study Report
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Section 79 Portfolio
Committees Name

Names of
Departments

Chairperson

Oversight Reports Adopted
by Council

Oversighted

4. Community Community Clir M.l. | Four Oversight Reports: (4'
Services Services Nkungu Quarter 2016\17, 1% Quarter
17\18, 2™ Quarter 2017\18, 3™

Quarter 2017\18

. Budget & |BTO & Internal | Clir K. Mandita | Four Oversight Reports: (4"
Treasury  Office | Audit Quarter 2016\17, 1% Quarter
(BTO) 17\18, 2" Quarter 2017\18, &

3" Quarter 2017\18)

. Planning, Office of  the | Clir Mcimbi Four Oversight Reports: (4"
Research and | Municipal Manager Quarter 2016\17, 1% Quarter
Intergovernmenta 17\18, 2™ Quarter 2017\18, &
| Relations 3" Quarter 2017\18)

. Special Programs | Office of the | ClIr T. | Four Oversight Reports: (4™
and Social | Executive Mayor Mgaweni Quarter 2016\17, 1% Quarter
Services Portfolio 17\18, 2" Quarter 2017\18, &
Committee 3" Quarter 2017\18

. REDP LED, Ntinga | Cllr N. Kuluta | Five Oversight Reports: (4™

Development Quarter 2016\17, 1% Quarter
Agency & Kei 17\18, 2" Quarter 2017\18 &
Fresh Produce 3" Quarter 2017\18)

Market
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Table 4: S79 Committee Allocations

Committee’s Name

[\[oR of

Members

Rules Committee 10 6
Programming
Committee 09 6
Chairperson’s
Committee 13 13
MPAC 12 8
Petlt.IO.nS & Public 13 9
Participation
Ethics & Members 12 7
Interest Committee
Women’s Caucus 29 27
Infrastructure Services 12 6
Human Settlement &

) 10 5
Disaster Management
BTO 12 6
Planning, Research &
IGR 12 7
Corporate Services 11 5
Community Services 11 6
Special Programs & 9 7

Social Services
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3

R NS W B W AN W

MRRA TL Vacancy
1 1 - - 2 -
1 1 - - 1 -
1 1 - - 2 -
1 1 - - 4 -
1 1 1 - 2 -
1 - 1 - 5 -
1 1 1 1 2 -
1 1 1 - 2 -
1 1 1 1 2 -
1 1 - - 2 -
1 1 1 - 2 -
1 1 - - 3 -
- - 1 - 1 -
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2.1.6.2. Participation of Traditional Leaders in Council

Additional to 59 councillors, O.R. Tambo District Municipality has been joined by 12
Traditional Leaders who were also sworn in on the 24™August 2016. Section 212 (1) of the
Constitution of the Republic of South Africa refers to the recognition of the institution of
Traditional leadership by stipulating that national legislation may provide for a role for the
institution of traditional leadership at all local communities. Section 81 of Local Government:
Municipal Structures Act, No.117 of 1998 as well as section 4 of the Traditional Leadership
and Governance Framework, Act No.43 of 2003 give effect to section 212 (1) of the
Constitution by allocating a role to the institution of traditional leadership on governance and
development issues at the sphere of local government. Section 81 (2) of the same Act
further stipulates that:

(a) The MEC for local government in a province, in accordance with Schedule 6 and by
notice in the Provincial Gazette, must identify the traditional leaders who in terms of
section (1) may participate in the proceedings of a municipal council.

The Traditional Leaders participating in council have played an essential role in guiding all
the decisions taken regarding any matter. All Traditional Leaders participate effectively in
Council debates. They are represented in all Section 79 Council Committees (Standing and
Oversight Portfolio Committees).

2.2 Administrative Governance

According to the MFMA 60(b): The Municipal Manager of O.R. Tambo District Municipality is
the accounting officer of the municipality for the purposes of this Act and provides guidance
on compliance with this Act to political structures; political office bearers, officials of the
municipality and any entity under the sole or shared control of the district municipality. The
O.R. District Municipality has well-established organisational structures and systems in
place. The organisation has, through the planning and performance units, introduced
mechanisms that will catapult the municipality’s service delivery. The municipality has filled
the critical posts of the Director: Water and Sanitation and Director: Human Settlements and
is still in the process of soliciting a suitable candidate for the Director: Technical Services.
The municipality’s administrative structure continues to earnestly serve its mandate for
developmental local government assigned thereto through the Municipal Structure Act,
1998. The municipality serves through eleven (11) directorates namely: Water and
Sanitation; Technical Services; Community Services; Human Settlements; Executive
Mayoral Services; Legislative Services; Rural Economic Development and Planning; Budget
and Treasury; Internal Audit; Corporate Services and Office of the Municipal Manager.
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TOP ADMNISTRATIVE STRUCTURE

Municipal Manager — Mr. O.N. Hlazo

Director Water and Sanitation — Mr. A. Velem

Director Technical Services — Vacant

Director Community Services — Mr. L. Madzidzela

Director Human Settlements — Ms. N. Mnyanda

Director Executive Mayoral Services — Ms. N. Mbatani
Director Legislative Services — Ms. T. Tseane

Director Rural Economic Development and Planning — Ms. P.A.X. Dunywa
Chief Financial Officer — Mr. M. Moleko

Director Internal Audit — Vacant

Director Corporate Services — Mr. F. Mphako

Director Office of the Municipal Manager — Mr. B.B. Matomela

COMPONENT B: INTERGOVENRMENTAL RELATIONS
2.3 Intergovernmental Relations

The DM has established an IGR unit under the Office of the Municipal Manager, which also
established a District Intergovernmental Forum. The role of the District Intergovernmental
Forum is to serve as a Consultative Forum for the District Municipality, the five Local
Municipalities, the Eastern Cape Provincial Government, National Government and State-
Owned Enterprises to discuss and consult on matters of mutual interest, which include but
not limited to:

e draft National and Provincial policy and legislation relating to matters affecting Local
Government interests in the District;

¢ the implementation of National and Provincial policy and legislation with respect to such
matters in the District;

e matters arising in the Premier Intergovernmental Forum, or MUNIMEC that affect the
District;

e mutual support in terms of Section 88 of the Local Government: Municipal Structures
Act, 1998 (Act no. 117 of 1998);

¢ the provision of services in the District;

¢ planning and development in the District;

¢ the coordination and alignment of the Strategic and performance plans and priorities,
objectives and strategies of the Municipalities in the District;

e submission and coordination of allocation of resources to MTRF budget; and

e any other matter of strategic importance, which affect the interest of the Municipalities in
the District.

The functioning of the Intergovernmental Relations Forum in the District is improving and
particularly the various Sector forums, including those linked to the IDP. Some of the

outcomes of these improved IGR-functioning in the District are the:

e drafting of the Five Year Sector Strategies which form the basis of this document;

ORTDM Annual Report 2017/18 30



¢ outlining what the district wide priorities as adopted by all the LMs should be; preparation
of the Local Government Turnaround Strategy;

e an IGR Policy Framework is in place;

¢ The framework dictates the establishment of the technical and municipal IGR structures
(DIMAFO, MM’s Forum, Working Groups)

o It also ensures the interface between the District, the Province and National (PFC,
MUNIMEC etc.)

¢ launching of the District IGR as well as IGR roadshows that were conducted district wide.

e In the 2017/18 financial year, three (3) sector forums were established and
operationalized to co-ordinate sectorial planning in line with the IDP Process Plan

These are:
o Governance and Administration Cluster
o Social Transformation Cluster
o Economic Development Cluster

All the IGR structures currently in place in the ORTDM are provided in the Table below.
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INTER-GOVERNMENTAL STRUCTURES IN THE DISTRICT

IGR Structure

Nature (Political/Technical)

Required Frequency Of Meetings

Functionality

District Mayor’s Forum

Political — chaired by the Executive
Mayor

Once per semester

Functional, with consistent attendance by
most Mayors from the LMs

Sector/Cluster Forums Political and Technical Quarterly Functional

Municipal Manager’s forum | Technical — chaired by the Municipal | Quarterly Functional and all LMs are participating.
Manager of the DM

District Communicators | Technical — chaired by the DM | Monthly Functional and active

forum manager for communications unit

Local Communicator’s | Technical — chaired by the LM heads | Monthly Functional in some LMs

forum of communications

District Speaker’s Forum Political — chaired by the Speaker Once per quarter Functional.

District Whippery Forum Political — chaired by the Council | Once per quarter Functional.
Chief Whip

KSD Presidential | Political — chaired by the Premier Bi-Monthly Functional and constitutes of all sector

Intervention

departments

EXISTING TWINNING ARRANGEMENTS AND MEMORANDUM OF AGREEMENTS/UNDERSTANDING

Twining
MoU

Arrangement/

Moa/

Affected Institutions

Purpose

Leading Department

. . Amatola and Umgeni Water . . .
Water Services Function Boards gent Improvement of Water Services function Water Services
Develooment of Water Master Development of Sustainable and reliable
Plans P DWA and Water-Boards water resource (development of water | Infrastructure Cluster
master plans)
Patrice  Motsepe Fund and
. Bursary Fund for needy students SPU
Study Assistance ORTDM y y
Anglo-Ashante and ORTDM Study Assistance for students
Health Services Oxfam-Italia and ORTDM Supporting Clinics across the district. EMS
Acceleration of sanitation | National Department of Human | Reduction of backlogs through and | Technical Services

ORTDM Annual Report 2017/18




Twining Arrangement/ Moa/

MoU Affected Institutions Purpose Leading Department
backlogs Settlements acceleration of the delivery of sanitation

R27 billion potential investment initiative
Agricultural growth RAFI (Agentina) for massive oil seed / grain production | REDP

targeting 45 000 ha district wide

COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION
2.4 Public Meetings

The ORTDM fulfils the objectives of local government by ensuring that it inculcates public accountability and participation. In its operations, it
ensures that there are proper engagements through public meetings taking place in various platforms. From the Council point of view, in all
ordinary council meetings members of the public are invited in order to understand council affairs. Moreover, open councils were convened on
a quarterly basis across the local municipalities. These serve to gather service delivery needs as well as assessing the service delivery
impacts. Moreover, the Speaker of the Council and the Chief Whip convened community outreaches. These served to link the district with its
local municipalities as well as ward committee members and the entire community.

Apart from the open council and outreaches, the Executive Mayor further convened quarterly imbizo’s. These are platforms of engagements
with communities, which serve to assess service delivery implementation and to gather challenges that are faced on the ground. Issues
emanating from the imbizo’s are consolidated and form part of the municipal planning information. Other platforms of community meetings are
the IDP roadshows. These are institutionalised in the planning trajectory in order for the communities to understand the municipal plans as well
as contribute in that regard. The IDP roadshows are complemented by the IDP representative forums which are convened throughout the IDP
development process where stakeholders and members of community are provided an opportunity to participate in the planning process.

2.5 Support to Local Municipalities
The various departments in the ORTDM are implementing a number of programmes in support to the five LMs. The major challenge is that a

Municipal Support Services is not centrally coordinated by the District Municipality across all the LM’s, and as such, these LMs are not
monitored. The DM has limited capacity to ensure central coordination of LM support, mainly due to non-compliance with the Municipal
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Support Service Tool adopted by the Municipal Manager’s Forum to improve coordination and reporting on both progress and challenges.
Table 2.31 indicates the various LM support programmes implemented by the various departments in the DM:

LOCAL MUNICIPAL SUPPORT PROGRAMMES

NAME
DEPARTMENT

OF

NATURE OF SUPPORT

BENEFICIARY
MUNICIPALITIES

KEY
DATE

MILESTONES/ACHIEVEMENT TO

CHALLENGES

Legislative
Services

Support on the Establishment of
MPAC and Oversight
Committees;

Development of Public
participation Policy, Public
Participation Strategy and Ward
Committee Guidelines;
Compilation of Councll
Documents, Council Minutes and
Resolutions register

All LMs

e All LMs have been work-shopped on
MPAC Terms of Reference.

e All Local Municipalities have been
encouraged to participate in the
Speakers and Traditional Leaders’
Summit

Inconsistence in attending
meetings convened by the DM.

Internal Audit

Provide internal audit support to
Local Municipalities on a shared
service arrangement.

Port St Johns LM,
Mhlontlo LM, Ntinga
OR Tambo
Development
Agency and PSJ
Development
Agency

e There has been improvement in audit
outcomes with Mhlontlo LM obtaining
an unqualified audit opinion in the
2015/16 and 2016/17 financial years.

e Port St Johns Development Agency
has been obtaining an unqualified audit
opinion since the 2014/15 financial year

The existing capacity in the
district is inadequate to fully
service the LMs. Past audit
issues are not addressed on time
resulting in recurring audit issues.

Office of the
Municipal Manager

Coordination of development of
IDP and PMS

All LMS

e Development of Framework and
process plans for both IDP and PMS

Limited capacity (staff
complement), in some LMs, the
functions of IDP and PMS are
coordinated by the same people.
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NAME
DEPARTMENT
Office of the

Municipal Manager

OF NATURE OF SUPPORT

Implementation  of
Masiphathisane

Operation

BENEFICIARY
MUNICIPALITIES

All LMs and DM

KEY

DATE

Training Workshops on Operation
Masiphathisane has been conducted in
four LM’s except KSD LM.

145 out of 146 wards have Ward War
Rooms

146 Operation Masiphathisane Pull Up
banners have been distributed to all
146 wards.

Launch of Operation Masiphathisane
has been done in all LMs.

Each LM has an IGR Officer from the
District Municipality that coordinates all
IGR, Municipal Support, International
Relations and OM Programs though
located in the District Municipality.

MILESTONES/ACHIEVEMENT TO CHALLENGES

Limited budget for the OM
implementation plan.
Limited/lack of staff dedicated to

IGR/OM programmes in LMs.

Legal Services

Legal, consultative and sharing
of personnel for legal support

Mhlontlo, Nyandeni,
Ingquza Hill KSD
and Port St Johns
LMs

Successfully defended cases for the
municipalities.
Shared skills and legal manual.

e Structures do not provide for
adequate legal staff.

e Too many litigations and less
funding.

e Less
meetings

opportunities for

Human Resources

Support for
Consultative

job evaluation

Mhlontlo, Nyandeni,
Ingquza Hill, KSD
and Port St Johns
LMs

Job evaluation finalized and
implemented in some LMs and in
others still in process

e Formulation of policies.
¢ No uniformity of systems.
e Lack of skilled personnel.

ICTM

Consultation,

Mhlontlo, Nyandeni,
Ingquza Hill, KSD
and Port St Johns
LMs

Three policies have been approved
which are ICT Steering Comm, ICT
Policy and Security.

e Formulation of policies.
¢ No uniformity of systems.
e Lack of skilled personnel.
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NAME
DEPARTMENT

Rural Planning and
Economic
development

OF NATURE OF SUPPORT

Planning

BENEFICIARY
MUNICIPALITIES

Mhlontlo LM
Mhlontlo Ward 2 and
13

Port St Johns LM
Ward 11

KEY

DATE

Tsolo Junction SDF being developed.
Community Based plans developed,
Langeni LSDF

Ntabelanga and Laleni Dam LSDF

MILESTONES/ACHIEVEMENT TO CHALLENGES

Rural Planning and | Economic Development All LM’s e Support to informal traders, co- | N/A
Economic operatives and SMME’s through
development capacity building and supply of material
and equipment
Community and | Capacity building and training All LMs e Training of community members on
Social Services Tourism Arts and Craft, Business skills.
e Poultry management and disease
management.
e Public transport operators trained on
conflict management, Customer care
and financial management.
Infrastructure Engineering Support All LMs e Development of standard tender | Not Applicable
Cluster document that complies with CIDB

regulations.

Purchase of Design Soft Water for
Nyandeni LM.

Training on General Conditions of
Contract in 2010.
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Challenges Identified in IGR:

Despite successes, there are still challenges. The following are some of those that have been
noted:

¢ Ad hoc IGR coordination at Local Municipalities level;
e The need to improve on planning and coordination of events/ IGR activities between DM
and LMs

2.6 IDP Participation and Alignment

¢ The district municipality and its locals performs the strategic planning functions under the
Office of the Municipal Manager.

e The municipalities in the district continue to comply with the regulations in the development
of the IDP.

o The IDPs were approved by various Councils for the year under review whilst the IDP
2018/19 process plan were also approved during the prescribed period.

e Generally, the Mayors / Executive Mayors have approved SDBIPs and this guide the
implementation of the IDP.

¢ Relevant Strategic Managers/ IDP Managers positions are filled in all the municipalities with
the exception of the DM challenged by the structural vacancy ( IDP Manager is not in the
organogram)

e There is generally lack of understanding and participation of sector departments in the IDP
processes.

e The relationship and alignment between the DM and the LM on IDP processes have
improved.

COMPONENT D: CORPORATE GOVERNANCE
2.7 Risk management

The Municipal Finance Management Act section 62 (i) (c) requires a municipality to have and
maintain an effective, efficient and transparent system of risk management.

Risk management is defined as the identification and evaluation of actual and potential risk
areas applicable to an organization, followed by a process of mitigation, acceptance, transfer or
avoidance of each risk.

O.R. Tambo District Municipality’s council monitors risk through the Audit Committee. The
Committee plays an oversight role to ensure that there is an effective risk management process
and system within the organization. The Audit Committee recommends to the Council risk
strategies and policies that need to be set, implemented and monitored. This approach provides
technical assistance to the Council to exercise its role in ensuring that an adequate and
effective risk management system and process is in place.
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With the technical support from the Risk Management Unit and Internal Audit O.R. Tambo
District Municipality identifies risk areas that are managed systematically and continuously. The
municipality has a risk register in place which is treated as a working risk management
document of which the identified risks are constantly recorded and properly managed. The
municipality’s senior management monitors and evaluates the implementation and efficiency of
management’s controls and such actions identified to improve current controls in the risk
register.

During the 2017/18 financial year, the municipality continued to address the identified risk
factors in both strategic and operational levels of management by implementing the suggested
risk action plans and reporting quarterly to the Audit Committee and Council.

The chief Risk officer resigned from the post in November 2017 and the new Risk officer
assumed duties on the 01 August 2018

The Risk Management Unit of O.R. Tambo District Municipality in consultation with Internal
Audit Unit facilitated the 2017/18 Annual Risk Assessment workshop for the municipality to
review and identify areas of risk within the strategic objectives and structures of the municipality
and to determine the priority level of each risk.

The workshop took place on the 22 June 2017, table 10. below details the institutional top 10
Strategic Risks that were prioritised for the period being reported on. The results of the
workshop represent the participants’ view of the risks facing the Institution at large as well as
specific departments within the municipality. The wording of risks represents that as agreed to
by the participants at the workshop.

Risk management strategy has been developed and the policy together with the terms of
reference of the risk committee has been reviewed during the period under review. However,
the implementation of these is currently under way. The culture of risk management has not yet
matured, it is in its infant stage; Risk management continues to be viewed as a compliance
matter rather than being embedded on the day to day business and organizational culture. The
focus is still at institutional and departmental assessment and has not yet reached or addressed
project risk management.

The top ten (10) risks that have been identified in the municipality for the 2017/18 financial year
are as follows:
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Table 10: The top ten (10) risk identified in the municipality

Priority Area

Strategic Objective

Risk
No

Risk
Description

Risk Causes

Residual Risk

Current controls
Value

Risk owner

KPA 1: BASIC SERVICE DELIVERY AND INFRUSTRUCTURE

Water quality To improve access 1 3.2 Failure to 1. Inadequate skills. 1. Water quality
to affordable, clean Meet water 2. Ageing monitoring Program
and portable water quality SANS Infrastructure. 3.Classification of
to the population by standards (Blue | 3. Insufficient human Process Controllers
2022 & Green status) | capacity and Treatment
Works
4. WSA Manager
and unit in place
5. Approved budget
Water quality To reduce water 2 Water losses 1. Dilapidated/ageing 1. Thetha Nathi

losses up to 20% by
2022

infrastructure

2. Lack of community
awareness

3. Unidentified water
losses

4. Delayed response to
reported water leaks

Application

2. Plumbers

3. Budget

4. Inventory and
Stores

5. Annual Pipe
replacement
programme

6. Customer Service
personnel

7. National guideline
of 8rs to respond and
48 hrs. to resolve.

KPA 2: LOCAL ECONOMIC DEVELOPMENT

Director
Water
Services

Director
Water
Services
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Priority Area

Capacitation of
Youth and
Emerging
Contractors

Strategic Objective Risk

To train 125
emerging Previously
Disadvantaged
Individuals (Youth
and Emerging
Contractors) by
2022

10

Risk

Inability  to
offer quality
required skills

Risk Causes

1.Budget  constrains
2.Limited  Accredited
training Institutions

Current controls

Residual Risk Risk owner

Director
Human
Settlements

KPA 3: FINANCIAL

MANAGEMENT & VIABILITY

Revenue
Management

To effectively and
efficiently manage
and grow the district
municipality’s
revenue through a
mix of revenue
management,
enhancement and
protection strategies
by 2022

7

Inability to
meet set
revenue targets

1. Lack of resources
(insufficient ~ working
space, working tools)
2. Out-dated by-laws.
3. Incorrect delivery of
statements.

4. Limited access to
water meter reading
5. Theft [/ under
banking of collected
revenue.

1. Policy revenue
(Debt & credit policy,
Revenue

enhancement
strategy, investment
policy),

2.Reporting on
Grants

3.Monthly ~ Recons

Monthly returns from
SARS

4.Approved Budget &
SDBIP.

5. Data cleansing
6.Human Resource
7.Project on fixing of
faulty meters.
8.Communication

CFO
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Priority Area

Supply Chain
Management

Strategic Objective Risk

To ensure the
effective
implementation of
demand
management,
acquisition
management,
contract
management,
supplier
performance
management and
SCM risk
management by
2022

Risk

Non adherence
to SCM
regulations

Risk Causes

1. Non-adherence to
approved SDBIP and
approved Cash flows.
2. Non availability of
procurement plans.
3. Non adherence to
council calendar by Bid
committee
4.Inadeqaute supplier
performance
monitoring.

5. Non-disclosure by
potential service
providers in the service
of the state.
6.Inadeqaute
segregation of duties

Current controls Residual Risk Risk owner

v

KPA 4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION

Performance
Management,
Monitoring and
Evaluation

To ensure a district
wide coordination of
implementation,
monitoring and
evaluation of the
IDP

9

Ineffective
coordination of
monitoring and
evaluation.

1. Non submission of
reports

2. Culture not
inculcated

3. Performance only
done for compliance
purposes.

1.Bid committees 3 CFO

2 SCM Policy

3.Compliance

checklist

4.Section 32

committee

1. Performance Director
management policy Municipal
2.Sittings of HODs Manager
assessments.

3. Weekly, monthly &

quarterly  reporting

templates for PMS
4. M&E unit for
physical verification

KPA 5: MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT
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Priority Area

Records
Management
(Institutional )

ICT Enhancement (

District Wide)

Organizational
Development
(District Wide)

Strategic Objective

To provide effective
and efficient human
resource and
corporate
administration
support

Risk

Risk Causes

Current controls

Residual Risk Risk owner

Director
Corporate
Services

Director
Corporate
Services

It ~ to | L. Inadequately trained | 1. Records
preserve records management | management unit
municipal staff 2. Records
records 2. Lack of awareness | management policy

on records | in place

management 3. File plan in place.

3. Non implementation | 4. Registry

of RM System procedure manual
Inability to | 1. Non implementation | 1. ICT Policy
provide of Policies | 2. Firewalls
adequate 2.Lack  of  proper | 3. ICT unit
systems and | integrated 4. ICT infrastructure
governance systems in place

3. Non availability of

ICT governance

structures
Inability to | 1. Non implementation | 1. Work Place skills
improve of WSP | plan in place.
institutional 2.Inadequate 2. Skills dev and
performance coordination of skills | employment equity

through  skills
development

development

programme
3.Non adherence to
training and

development policy

committee.
3. Training and dev

policy
4.Centralisation  of
training budget

5. Fully fledged HRD
UNIT

Director
Corporate
Services
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Priority Area

Recruitment and
Selection

Strategic Objective = Risk
To effectively and 6
efficiently recruit
and retain
competent Human
Capital by 2022

Risk

Inability  to
retain
competent stuff

Risk Causes

1. Absence of retention
strategy and policy

Current controls
No controls in place.

Residual Risk Risk owner

Director
Corporate
Services

These top ten risks had mitigating controls in place to reduce the impact of these risks if they may occur and the mitigating controls
were allocated to individuals to implement them throughout the 2017/18 financial year.
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2.8 Anti-corruption and Fraud

The council of O.R. Tambo District Municipality is committed to the highest possible standards
of openness, probity and accountability and recognizes that the electorate needs to have
confidence in those that are responsible for the delivery of services. A fraudulent or corrupt act
can impact on public confidence in the Council and damage both its reputation and image.

Fraudulent and corrupt practices undermine the basic values and principles governing public
administration and any criminal and other irregular conduct are detrimental to good, effective,
accountable and transparent governance and can hamper the service delivery capacity of the
Municipality. Procedures are provided in terms of which employees and councillors may without
fear of reprisals, disclose information relating to suspected or alleged criminal or other irregular
conduct. Policies and strategies are in place setting out the Council’'s approach and commitment
to the prevention, deterrent and detection of fraud and corruption

A policy on declaration of conflict of interest by staff is in place. Incidents of suspected
corruption are reported via the Presidential Hotline. Currently the municipality is developing its
fraud hotline and the work on the conceptualization of this has been initiated. The following
activities have been undertaken:

e Fraud awareness sessions have been held with various departments who are by nature
prone to fraud such as SCM, HR; Human settlements and Community services. A plan for
fraud prevention has been developed.

e Staff have signed declaration of interests

e Workshop on the policies have been conducted

e There is a process which is still in progress to ensure that risk management unit works with
labour relations to ensure that staff has signed the code of conduct.

e The institution has an internal audit unit who on an annual basis conduct audits in areas with
high risks, this is also a means of testing the existing controls to ensure that they are
strengthened to detect, prevent and mitigate any fraud risks identified. Through internal
audit reports the institution is able to set action plans to improve the status quo.

Challenges that need to be addressed are as following:

e Non-reviewal and non-implementation of policy;

o Reported incidents not followed up, no internal disciplinary measures;

¢ Policies of the municipality not entrenched to the operations of the institution;

¢ Insufficient will by both political and administrative to resolve fraudulent activities, resulting in
potential whistle blowers getting discouraged to report incidents that may not be pursued,

e No protective measures for whistle blowers;

e Backlogs on prosecution of reported incidents;

o No preventative and detective internal measures against fraud and corruption; and

e False alarms on fraud and corruption with a purpose to hide own corruption (camouflage).
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2.9 Supply Chain Management

There have been several improvement initiatives undertaken within the procurement function to
ensure value-for money, greater efficiency and effectiveness, and reduce fraud and corruption.
These include, inter alia, the following:

e |SO 9001 accreditation of procurement processes - quality management system
e Business and process improvement initiatives, such as:

Centralised contract register;

Procurement scheduling resulting in better planning and capital spend;
Electronic contract tracking;

Supplier address book consolidation;

Invoice scanning and logging;

JSCM Policy review;

E-Procurement — Quotes Management System (QMS);

Improved internal controls — reduce fraud and corruption;
Benchmarking of prices of goods and services;

Employing SABS standards on products; and

Making use of transversal contracts.

0 0O OO0 O o0 O 0 0 O O

The BTO department conducted a SWOT Analysis of all the functions and below are the
outcomes for Supply Chain Management analysis:

Strengths Weaknesses

e SCM Policy reviewed in line with e Partial implementation of the SCM Policy.
latest legislation and best practices e Continuous processing of transaction that
and adopted by Council on the 30 lead to irregular expenditure (lack of
May 2017 procurement plans as well as project

e CSD Regulations implemented implementation plans, deviations that do
during the year ended 30 June not meet the requirements of Regulation
2017. 36).

e Review and update of existing e Procurement policy for infrastructure
procurement templates which have projects has not been adopted
standardized  the  procurement e Improper use of Regulation 32 provisions.
process for quotations and tenders. e Lack of contract management in line with

Section 116 of the MFMA (infrastructure
projects that are way beyond planned
completion periods without any
consequence management).

e Lack of systems to identify close family
members before awards.

e Slow process of filing of vacant posts
within the SCM Section
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Opportunities Threats

e Appointment of service providers e Fiscal dumping from other government
through term contracts for recurring institutions
expenditure items (rotation to be
monitored).
e SMME development and targeting
through updated PPPFA
Regulations.

Remedial action for factors identified above:

e Conduct workshops for SCM policy with municipal officials.

¢ Implement consequence management in terms of Section 32 of MFMA.

o Council to approve budget only when HOD’s submit their procurement plans with realistic
PIP’s.

o Workshopping of the policy to all stakeholders and implement thereafter.

e Management to review the use of Regulation 32.

e Establishment of contract management unit.

e The functionality of all infrastructure projects to be reviewed and a more efficient
procurement strategy be adopted to assist the municipality in ensuring that it is able to
attract sufficient service providers.

e Council to approve ad hoc portfolio committee meetings between budget and treasury and
infrastructure to discuss any bottlenecks on stalled projects and identify root causes to clear
those soon

e As part of value add, periodically liaise with AG for the review of the procurement made in
order to identify all companies that have close family members through their CAATS
systems

e Fast-tracking of the recruitment process for the filling of vacant posts.

2.10 By-laws

The ORTDM approved the following by-laws for the betterment of the community within the
terms of the legislation as follows:

By-laws developed, reviewed and approved during 2017/18 financial year
Public
Participation
Conducted Dates of By-laws
Revised prior to | Public Gazetted
adoption of Participation (Yes/No)
By-laws
(Yes/No)
Water Yes In progress May - June | No N/A

Date of
Publication

Newly
Developed
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By-laws developed, reviewed and approved during 2017/18 financial year

Public

Participation
Newly : anducted Date§ of By-laws Date of
Developed Revised pI‘IOI‘. to Publ.lc. : Gazetted Publication

adoption of Participation (Yes/No)

By-laws

(Yes/No)
Services 2018
Municipal Yes No N/A No N/A
Health
Fire Services | Yes Yes 31 January | No N/A

2018

2.11 Website

Section 75 of the Municipal Finance Management Act prescribed for the minimum content that
must be displayed on the municipality’s websites. The municipality has updated its website to
serve as a mode of communication to the district citizens at large on municipal services,
functions and duties. The following is a tabulation of the documents published on the website
during the financial year:

Municipal Website: Content and Currency of Material

Documents Published on the Municipal Website Yes/No Publishing Date
Current annual budget (2017/18) Yes June 2017

All current budget-related policies Yes June 2017
Budget adjustments and all budget-related documents March 2018
(2017/18)

The previous annual report (2016/17) Yes March 2018

The Annual Report (2017/18) published/to be published No Not Yet

All current performance agreements required in terms of | Yes July 2017

section 57(1)(b) of the Municipal Systems Act (2017/18) and
resulting scorecards

All service delivery agreements (2017/18) No N/A
All long-term borrowing contracts (2017/18) N/A N/A
All supply chain management contracts above a prescribed | No N/A
value R200 000.00 for 2017/18

An information statement containing a list of assets over a | No N/A

prescribed value that have been disposed of in terms of section
14 (2) or (4) during 2017/18

Contracts agreed in 2017/18 to which subsection (1) of section | No N/A
33 apply, subject to subsection (3) of that section
Public-private partnership agreements referred to in section | No N/A
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Municipal Website: Content and Currency of Material

Documents Published on the Municipal Website Yes/No Publishing Date
120 made in 2017/18
All quarterly reports tabled in the council in terms of section 52 | Yes Quarterly

(d) during 2017/18

2.12 Public Satisfaction on Municipal Services

In order to fully fathom the magnitude of public satisfaction on municipal services, the
municipality must put in place mechanisms that allow for direct feedback on services provided. It
is paramount that a municipality evaluates its public satisfaction against its service delivery
initiatives and deliverables. Every project or program implemented must be measured not only
on its outcome but on the impact it has in the community in which it is intended to serve. The
District municipality consists of five local municipalities namely: Mhlontlo, Nyandeni, Port St
Johns, King Sabata Dalindyebo and Ingquza-Hill. In order to fathom the impact and magnitude
of public satisfaction, the district municipality would have to conduct qualitative and quantitative
research on the entire area by sampling a portion of the whole population thereof.

The municipality conducts recorded public meetings in order to consult with communities on
burning issues, planned projects et cetera. These meetings are in place as a consultative
process with citizens of the district. This is all the while the municipality is in the process of
developing an information system database that will store informative features and citizens’
satisfaction information. The system will identify critical performance scopes of citizens’
satisfaction together with a satisfaction tree. This will be developed in the form of an algorithm
which will identify different steps.

The first step of these will determine the organizations scopes and identify features of services
given to citizens. These performance features will be identified according to the mission and
major duties of the municipality. The second of these steps will be to form a process execution
matrix based on the records of process execution. This is to determine the status of citizens’
satisfaction with the public services as the performance measures will be collected in the form of
a questionnaire. The third of these steps will be determining and identifying critical features of
satisfaction by analysing the relationship between the service and the impact it has had on
communities. The last of these steps is finding contingency mechanisms in areas where the
service delivery initiatives did not produce the intended impact.

The aforementioned will assist in identifying a citizens’ satisfaction model about services given
by the municipality and how they can play a key role in the improvement of its citizens’
satisfaction. This will assist the municipality in predicting citizens’ satisfaction and to manage its
performance to improve public satisfaction with its mandated services.
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CHAPTER 3 - SERVICE DELIVERY PERFORMANCE
(PERFORMANCE REPORT PART I)

COMPONENT A: BASIC SERVICES
3.1 Water Provision
Water services provision in the Municipality is under the Department of Water and Sanitation

Services. This department has a vacancy rate of 14%. Staff compliment as the end of June
2018 for this department is a depicted in the table below:

[\[oR of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

772 667 105 14%

The departmental financial performance is illustrated in the table below:

2017/18
: . Adjustment Variance to
Details Original Budget Bquget Actual Budget
Operating R R R R
Expenditure | 682,458,922.00 | 701,099,489.12
Capital R R R R
Expenditure | 1,151,403,860.00 | 1,146,173,000.00

Over the financial year the municipality had implemented 29 projects and these were funded
through grants. Most of the capital projects are multiyear in nature whilst others address bulk
supply. This means therefore that number of people to be served will be recognised whilst some
of the capital projects are completed. However, as much as the District is implementing long-
term projects there are projects that have been completed and 26532 people have been served
with portable water supply.

Apart from the capital program the municipality continued to maintain, refurbish, upgrade and
extending the existing infrastructure to the needy community. This program serve to ensure
sustainability and improve the functionality of the schemes. Over the year, 70% of non-
functional schemes have been repaired to its normal standard and this includes part of
extensions. This amounted to 52646 households that has been able to benefit. Also 54 non-
working schemes and upgraded 4 schemes have been refurbished.

The District Municipality further considered those communities that do not have infrastructure

and those affected by drought by providing them with remedial measures that include
provisioning of water tanks as well as water carting. Over the year 150.1 mega litres of water
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was catered and delivered to communities across the district, whilst 50 water tanks were
provided to needy communities as an interim service.

The table below illustrates level of access of water for the district households:

No. of
Households
Proportion of households with access to water points (house | 41,431
connections)

Category

Proportion of households with access to piped water (inside yard) | 43,076

Proportion of households receiving 6kl free water 153,000

Proportion of households with access to piped water on | 42,863
community stands (distance less than 200 meter from dwelling)

Proportion of households with access to piped water on | 20,583
community stands (distance less than 200 meter from dwelling)

Proportion of households with no access to piped (tap) water 173,870

TOTAL 321,823

In addition to the connections that were made, the District also managed to refurbish about 54
non-working schemes and upgraded 4 schemes, Moreover about 10 boreholes were drilled and
equipped which benefitted 2220 households and more than 70km of water reticulation was
extended through internal EPWP programme in order to improve access of water. Accordingly,
500 more household including 5 disabled beneficiaries were given access to water supply.
Purified schemes and spring protections were also drilled and equipped. With our District being
rural amongst the 321 733 households, more than 153 000 households received access to free
basic services of water.

Through the appointment of Amatola Water Scientific Services as a support compliance
laboratory, the District has been improving its water quality. Chemical compliance for year under
review have been not less than 99% and physical compliance of not less than 99% with notable
challenges of microbiological compliance which was 81% due to ageing infrastructure at the
works, and deteriorated raw water quality.

There has been challenges of land claims, which impacted on the completion of most of the
projects. In a move set to unblock bottlenecks that delay completion of water projects, the
District managed to put spanner in the works and surmount all challenges to complete rollover
projects in the new financial year. Despite those challenges the District has successfully spent
100% of its capital grants for the year under review. Other challenges experienced by the
District were unaccounted water and losses due high level of illegal/unauthorized connections
as well as lack of metering for the water provided to rural areas.
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3.2 Waste Water (Sanitation) Provision

The sanitation provision within the district is compounded by the fact that our district is rural in
nature and over 80% of our district population depends on pit latrine, chemical toilets and
bucket system. For the year under review, the District has provided ventilated improvement pit
to 4502 households. In addition, the District commissioned Lusikisiki wastewater treatment
works which connected the CBD, police station and hospital unleashing the economic potential
for the town.

As much as the district is accelerating its sanitation program there are various challenges that
are faced in this regard. These include the land claims that cause delays to major projects,
Mthatha Outfall Sewer, Mganduli Sewer and Libode Waste Water Treatment Works. Moreover,
some communities do not understand the entire sewer system and as such reject projects to be
closer to the residential area. For example, Flagstaff Sewer Treatment works. The municipality
is utilising various strategies to deal with these matters (legal route, expropriations, negotiations
and awareness). With regards to provisioning of dry sanitation, the key challenge is that most of
them are full. The district is initiating a programme of sludge sucking. Already a service provider
has been appointed to pilot the program.

3.3 Electricity

This is not a function of a District municipality, however the district plays a coordinating role. The
municipality is a coordinator of the district electricity forum where all stakeholders that include
local municipalities, National Department of energy as well as Eskom participate. The table
below illustrates progress of electrification over the year:

L 2017/18

Local Municipality Connections
King Sabata Dalindyebo (KSD) 3042
Ingquza Hill 2687

Port St Johns 870
Nyandeni 1872
Mhlontlo 294

O.R. Tambo District Municipality 8765
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Back as at the end of June 2018 is as follows:

Remainin New Current Total

OR Tambo Backlog ° Extensions Backlog

KSD 6886 2500 9386
Nyandeni 512 2400 2912

PSJ 214 2554 2768

Mhlontlo 1485 6755 8240

Ingquza 0 2800 2800

Total 9097 17009 26106

3.4 Environmental Management and Waste Management

The White Paper on Environmental Management Policy emphasizes the need for implementing
an effective information management system that makes environmental information accessible
to all interested and affected parties responsible for and/or interested in effective environmental
management. In this regard, the O.R. Tambo DM developed an Environmental Management
Plan (EMP), which provides a baseline assessment of the main environmental issues and
challenges facing the District.

Based on the information obtained from the reviewed EMP, the District Environmental
Management and Spatial Planning Technical Forum, working in partnership with DEDEAT, has
managed to prioritize programs and develop appropriate action plans and sector plans to
respond to the most pressing and threatening issues of environmental management.

These are plans such as IWMP, AQMP, CMP, and Draft Climate Change Response Strategy. It
is also in a process of developing two sector plans, which are Estuary Management Plan and
biodiversity sector plan. The ORTDM planned a number of training workshops focusing on
environmental education to disseminate this environmental information together with practical
programs on how to face these environmental challenges and ensure effective environmental
management. One of these programs is the Greenest Municipality Competition that starts from
the district, provincial and ends nationally. This competition takes place on an annual basis and
the district has conducted at least nine competitions until this year.
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Summary Plans

o AQMP-Adopted by council and presented/submitted to the Provincial forum (EQM) for
endorsement - 2017/2018

o CMP- Adopted by the council and presented/submitted to the Provincial Coastal Committee
for its endorsement 2017/18

e |IWMP — Adopted by the council and IWMP implementation and projects have been
presented to the Waste Forum quarterly (EQM)

e EMP- Adopted and currently under the review Terms of Reference developed for its
development

e Estuary Management Plan — Terms of Reference developed for its development

¢ Climate Change Response Strategy- Draft developed and presented to stakeholders and
now awaiting for adoption.

o Biodiversity Sector Plan — Still at terms of reference stage of development

Overall Environmental Governance

Through this pillar, the district has managed to establish more than six environmental clubs
throughout the district. These enviro clubs have been supported with branded t-shirts, trees,
composting powders to make their compost and training for students on tree planting and
composting. In partnership with DEDEAT, DEA and other stakeholders, O.R Tambo has
managed to host and form part of the Marine Day Celebrations, Coastal Cleaning campaigns
and Poaching Awareness throughout the district.

List of Environmental Clubs

Merannia J.S.S — Lusikisiki

Holy Cross —Flagstaff

Zanoxolo — Nggeleni

Bele - Tsolo

Walter Sisulu University — Mtata

arwdE

Environmental Awareness Campaigns

Diliza Environmental Awareness Campaign
World Environmental Day Celebration
Marine Day Celebration

Port ST Johns Annual Cleaning Campaign

PwnNPE

Air Quality Management
Over the last five years, the O.R Tambo DM as mandated by the National Environmental

Management: Air Quality Management Act of 2004 has amongst other things managed to
develop the first generation Air Quality Management Plan that has been endorsed by the council
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and a designated Air Quality Officer for the district. Several Air Quality related complaints have
been attended to in the 2017/2018 financial year.

The section also presented the draft Air Quality Management Plan (AQMP) at the policy
workshop for adoption and several awareness campaigns have been held together with
DEDEAT. The O.R Tambo DM continues to participate fully in the Provincial Environmental
Management and Air Quality officers’ forum that sit quarterly to cascade issues to the
province.

The District as part of the implementation of its newly adopted Air Quality Management Plan
and as part of strengthening the skills for its Air Quality Officials has undergone Air Quality
Emissions trainings and capacitation workshops.

Waste management

The function of refuse collection from households, waste disposal and street cleaning is done by
the Local Municipalities. The O.R. Tambo District Municipality mainly focuses on co-ordination
of waste planning and recycling activities in the district. A regional recycling facility through the
IWMP has been identified as the major priority program within the district, which is having its
own build-up processes. The involvement of communities in recycling through recycling
cooperatives is one of the priority programs building up to the establishment of to the regional
recycling facility as well as creating jobs in the communities.

The O.R Tambo DM in its 2017/18 financial year has managed to implement the first of its kind
project called Regional Recycling Project. The uniqueness and nature of the project has
attracted attention from all districts to replicate the approach. This project has been successfully
implemented and now it's operating smoothly. The district over the five year cycle has managed
to review its district Integrated Waste Management Plan (IWMP); managed to designhate a
waste officer; participate in national and provincial waste forums to cascade local waste
management issues and 2017/18 it also presented its IWMP to the Policy Workshop. The
district has in all times successfully implemented the Greenest Municipality Competition
awards. The District in 2017/18 has given PSJ position one to compete in the province and the
PSJ Municipality managed through the support of the District Managed to get position two in the
provincial awards.

The largest capital project that has been planned is the regional recycling program, which is at
implementation stage. The program is aiming at employing more than 500 people with direct
and indirect jobs. For now that program has already employed more than 60 permanent jobs
and more than 240 indirect jobs. This is the first project that has produced a convenient, reliable
and people centered market for the customers to sell their recyclables. It provided the highest
prices for the waste pickers and ensured the upliftment of all O.R Tambo District Waste pickers
and the only project that also has supported and captured all the waste pickers into the
database.
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The District has nine licensed landfill sites, with seven (Qweqwe, Mganduli, Libode, Qumbu,
Tsolo, Flagstaff and Port St Johns) landfill sites licensed for operation and two (Lusikisiki
and Mthatha) landfill sites licensed for closure. All landfill sites except for Libode and Flagstaff
have signage, record waste volumes in the entrances, reporting to the Waste Information
system and landfilling. However, the biggest challenge for all the O.R Tambo landfill sites is the
compliance with the minimum standard conditions for landfill operation as well as compliance
with the license conditions. Port St Johns and Qumbu both have material recovery facilities in
their landfill sites.

Continued landfill audits and reporting to the waste information system still pose a challenge to
all our landfill sites. The District as a form of ensuring extended landfill space has introduced the
concept of transfer station facilities and in 2017/18 financial year the district has managed to
license for operation at least three transfer station (Tsolo, Ngqgeleni & coffee bay).

Environmental Impact Management

O.R Tambo DM has managed to undergo technical training in order to ensure extensive
capacity to do environmental screening of all MIG projects is achieved. The district has
managed to comment on EIA application for some of the projects as the district can on. The
district has also managed to comment on EIA application for some of the development projects
since the district can only be a commenting authority on EIA’s.

In 2017/2018 financial year the municipality has managed to develop and produce Screening
reports for some of section 116 projects that were to be implemented and this has provided the
technical support to the projects as per the regulations of the EIA.

Conservation and biodiversity

The district through the Biodiversity Act of 2003 managed to implement the Alien invasive
projects and also has participated in fight against Cycad poaching in Mhlontlo and Port St
Johns. The district is in a process of developing Biodiversity Sector to govern all biodiversity
related issues in the district. Through also the Environmental Club establishment, the district is
also encouraging tree planting in all schools and have supplied all its environmental clubs with
trees. The district form part of the Biodiversity (Alien Invasive Species Forum-SANBI FORUM)
to discuss all biodiversity issues within the Eastern Cape. The district also participated in all
DEDEAT and DAFF awareness campaign such as Diliza awareness Campaign and celebration
of World Environmental Day that was held in Bumbane-KSD.

Marine and coastal management
The O.R Tambo District in 2017/18 as mandated by the Integrated Coastal Management Act
24 of 2010 has among other things been the third district nationally and the first district in the

Eastern Cape to establish as per the act the Municipal Coastal Committee. The district also is
among the first districts to develop Coastal Management Plan and has since 2016/17
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presented the plan to the Policy Workshop and to the council for its adoption. The district has
sustained its sitting for the Coastal Committee; held a Marine Day celebration in partnership
with Ingquza Hill Local Municipality in Mbotyi. O.R Tambo together with DEA and DEDEAT has
followed up and held site visits to the affected areas such Mthatha River Mouth Sand dune
degeneration. The district Coastal Management Program has also been presented in the
Provincial Coastal Committee to be considered for endorsement. The district has participated in
Coastal Provincial Forums and technical teams to escalate the issues discussed at the district
forum and committees.

Climate Change

As mandated by the White paper on Climate change, the O.R Tambo DM has in 2017/18
managed to develop a draft climate change response strategy for the district and also held
several workshops in mainstreaming climate change onto the municipal IDP. In partnership with
SALGA and through SALGA working Group on Climate Change the Port St Johns and King
Sabata Dalindyebo were selected as the pilot municipalities to participate in South Africa-
Canada partnership in an effort to respond to climate change impacts. Several projects together
with Canada were selected to be priority in adapting to climate change impacts. The district has
participated fully in several BIGM workshops that seek to replicate the Canadian style of project
implementation into Port St Johns. The district has been part of the Climate Change bill
development by Department of Environmental Affairs and together with O.R Tambo Disaster the
section has participated in the Local Government Climate Change Support Program. The district
also participated in the development of the Adaptation and Mitigation plans by DEA and DRDAR
within the 2017/2018 financial year.

3.5 Human Settlements

Human settlements is the third department with high vacancy rate of 66%. Staff compliment as
the end of June 2018 for Human Settlements department is a depicted in the table below:

No. of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

35 12 23 66%

The financial performance of this department is shown in the table below:

2017/18
o Adjustment Variance
Original Budget Budget Budget
Operat"ﬁg R 13,707,237.00 | R 14,926,387.99 | R R
Expenditure
Capital R 4,070,000.00 | R 3,820,000.00 |R R
Expenditure
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The District Municipality as a sphere of government has a role to play in order to ensure that the
right to access to adequate housing is realized on a progressive basis as enshrined in the
Constitution of the Republic of South Africa, 1996. The Municipal Structures Act no.117 of 1998
also spells out that a District Municipality is expected to build the capacity of local municipalities
in its area to perform their functions and exercise their powers where such capacity is lacking.
O.R Tambo is a Municipality which is predominantly rural and is dominated by destitute families
who are unable to build their own homes due to various reasons. Among the reasons, the fact
that the region is prone to disasters contributes a lot towards having homeless people who are
destitute with no means to build their own houses.

It is worth noting that the housing backlog is a moving target due to various reasons like
disasters, unemployment, rural set up of the region etc. where by as the department we:-

e Facilitate and co —ordinate the formulation of needs register for Local Municipalities

e Initiate housing projects in consultation with Local Municipalities

e Co- ordinate, plan and develop sustainable Human Settlements

e Co-ordinate and provide housing in response to emergencies, special cases and disaster
victims

o Facilitate and provide temporal shelters in Emergency situations

3.5.1 Social Relief

The department constructed and handed over seven (7) electrified social relief houses with rain
water tanks, toilets and furniture (beds x2 with full bedding, kitchen cupboard, 2 plate stove and
curtains for the whole house) at KSD and Nyandeni Local Municipalities.

3.5.2 Emergency Housing Assistance

The municipality constructed and handed over seven (7) temporal shelters at Ingquza-Hill, PSJ,
Nyandeni and KSD LM’s.

3.5.3 Adam Kok Farms

A firm of consulting engineers has been appointed to assess work done on site, draw building
plans, assess existing level of services, prepare engineering designs for nine (9) housing units
and advise the Municipality when necessary, and a contractor was appointed for construction of
09(nine houses).

3.5.4 Training of PDI contractors

A total of 98 (ninety-eight) emerging contractors were trained in KSD ward 21 consisting of forty

eight (48) youth and Ingquza Hill LM fifty (50) youth. On the day of handing over their
certificates the DM gave the trainees tools. A request has been made to the Provincial
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Department of Human Settlements to assist the trained youth by providing jobs or be incubated
into existing projects.
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3.5.5 Consumer education

These are awareness campaigns, where communities are made aware of their rights and
responsibilities. A total of 12 consumer education were done in all LMs in various wards.

3.5.6 Financial assistance to emerging contractors

In an attempt to assist emerging contractors, the DM signed a Memorandum of Understanding
(MOU) with the Eastern Cape Development Corporation (ECDC) to finance emerging
contractors when they are awarded projects.

3.5.7 District Human Settlements Strategy

District Human Settlements Strategy document was done to completion. The strategy was
presented to councillors during a workshop, presented to the mayoral committee awaiting
council approval.

3.5.8 National Housing Needs Register (NHNR)

The District Municipality plays a pivotal role in assisting KSD and PSJ LMs in successfully
capturing more than 5 000 housing register forms, meaning the two aforementioned LMs have
an authentic waiting list for housing assistance.

3.5.9 Human Settlements forum

The Department managed to have four (04) information sharing sittings where all political
principals and officials from all LMs and the Provincial Department of Human Settlements met to
discuss all human settlements development issues.

3.5.10 National Upgrading Support Program

The program is aimed at upgrading informal settlements and the formalisation of shacks into
formally established townships. The DM is working with KSD, PSJ and Ingquza-Hill local
municipalities as pilot spaces for the implementation of the project. The first phase of the project
is valued at R 133.5 million.

3.5.11 Organisational Structure
There has been an identification of critical and scarce skills within the Department Human
Settlements which is in need of managers and project managers with technical skills such as

engineering, construction and research in order to manage the provision of performance
monitoring, technical support and guidance to the Department.
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3.5.12 Challenges Identified in the Implementation of the 2017/18 SDBIP

Poor performance by emerging contractors is a factor, as established contractors are not
interested in the construction of low cost houses, because of low profit margins and the
limited scope of work.

The departmental organogram not being fully populated leaves critical posts vacant thereby
posing as a threat to progress.

The cumbersome tender processes are not conducive to emergency situations and are
therefore limiting to the redress and distribution of social relief houses and temporal
structures to vulnerable groups.

Unavailability of building material as per NHBRC manual halts timeous progress as
contractors are, at times, compelled to source material from other provinces.

Budgetary constraints mean that there will always be an imbalance in terms of supply and
demand. The housing backlog is widening instead of narrowing.

A MoU has been signed with ECDC and there is a willingness to assist in terms of
management and the financial skills of emerging contractors. Resultant of the fact that the
DM and ECDC have not reached an amicable solution on the reservations ECDC has in
supporting emerging contractors financially, a Service Level Agreement between the DM
and ECDC remains unsigned, thereby impacting negatively on the ability of emerging
contractors to perform optimally.

5. STRATEGIES IN PLACE, IMPROVEMENT AREAS AND
INTERVENTIONS TO CHALLENGES IDENTIFIED
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PROPOSED PROJECTS AND PROGRAMMES TO BE
IMPLEMENTED IN 2018/19, BUDGET AND SPATIAL LINKAGE

3.6 Free Basic Services and Indigent Support

The O.R. Tambo District Municipality is a predominantly rural municipality and the largest district
municipality in South Africa. The district services copious amounts of people, who
predominantly live below the bread line. This means that a large number of O.R. Tambo region
residents are indigents. Indigents as per Indigent Policy are persons that earn a living wage of R
3000 and below. Indigents for the purposes of the policy are exhaustively defined to include
members of child-headed households.

As a Water Services Authority and Provider, the sole mandate of the municipality is to make

sure that water is provided to O.R. Tambo home owners. The municipality has developed an
Indigent Policy as a guiding document for the provision of free basic services to people.
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The Constitution of the Republic of South Africa Act, 1996, in the Bill of Rights protects social
and economic rights, which include Free Basic Services (FBS). The role of developmental local
government in partnership with the other spheres of government, that is, provincial and national,
is to ensure the improvement of access of free basic services by the vulnerable groups. FBS
are, therefore, a poverty alleviation measure that exists to cushion poor households against
vulnerability. Access to these services improve the general well-being of indigent households
and improve their health standards and economic circumstances. The implementation of an
Indigent Policy becomes a progressive government programme that is critical for social
transformation.

The fundamental aim of Indigent Policy is to guide the process of improving access to Free
Basic Services by deserving indigent beneficiaries so that their lives can be improved. Establish
a manner in which, these residents can be identified and registered in the municipality’s indigent
register.

The policy also recognizes the need for inter-governmental cooperation to ensure that there is
proper coordination in targeting the poor when rolling out these services. The policy should
primarily focus on achieving the fundamentals of an efficient and effective Free Basic Services
Programme through both the basic alignment of this legislation and the identification of gaps in
the current implementation of the Free Basic Services Programme by offering practical solutions
to solve these challenges.

The general accepted definition of an indigent, are people who due to a number of factors, are
unable to make any monetary contributions towards basic services, no matter how small those
amounts. People who earn less than the minimum household joint gross income (two state
pension grants), as prescribed by the National Policy from time to time. Indigent refers to those
who lack “the necessities of life”.

Households who cannot afford the above are considered to be indigent. At this sphere of

government, O.R. Tambo DM is obliged to offer the following services to the indigents:

> o
}4

iy

! 6kl of Free Basic Water per month *

Subsidy of R48.22 for FBSan. Per month

Target group = indigent
households
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Free Basic Water — FBW

Each qualified indigent beneficiary/household shall receive subsidy to a maximum of 6 kl (6000
liters of water) per month, including the basic charges for such supply; provided that:

a) Where the consumption exceeds 6 kl per month the municipality shall be entitled to
restrict water supply to the property; and

- Where excessive consumption is partly due to leaking or poor plumbing, the
municipality may install a yard connection to the outside of the dwelling and meter the
consumption.

Free Basic Sanitation — FBSan.

Each qualified indigent beneficiary/household shall be fully subsidised for sanitation as provided
for in the annual budget as determined by the municipality. The district municipality provided for
a recorded 153 000 people with free basic services in the 2016/17 financial year.

COMPONENT B: ROAD TRANSPORT

Within the District the Technical Services department is responsible for roads, transport,
buildings as well as the facilitation of electricity within the District. This department is first with
high vacancy rate of 81%. Staff compliment as the end of June 2018 for this department is a
depicted in the table below:

No. of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

63 12 51 81%

The financial performance of this department is shown in the table below:

2017/18
o Adjustment Variance
Original Budget Budget Budget
Operating | 2 55 154,694.00 | R 16,263,697.20 | R R
Expenditure
Capital R 12,663,500.00 | R 4,963,500.00 | R R
Expenditure

3.7 Roads

3.7.1 Quality Road Infrastructure
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The district has heard humerous complaints about the condition of our roads and this poses a
huge challenge. Even though the roads are not our core function, we have made several
interventions and the district is in the process of rehabilitating Xabane access road at Mhlontlo
and Ngqumrhane access road at Nyandeni Local municipality. Engineering designs of these
roads have been completed by consultants and implementation of these projects will be in the
2018/2019 financial year.

3.7.2 Walkways

From the request from Mhlontlo Local Municipality for the district to intervene in the
development of walk ways and the project is underway as excavations have been done and
material is on site for the EPWP to commence with the construction of the walk ways.

3.7.3 Rural Road Asset Management Systems (RRAMS)

¢ O.R. Tambo District Municipality appointed Engineering Advice and Services for a period of
three years from 2011/12/13/14 financial year for an amount of 5.3 Million. The appointment
was for the development of the RRAMS.

e Subsequent to the Technical Services Department Portfolio meeting held on 17 March 2015
the issue of RRAMS was extensively dealt and the aspect of the service provider was
raised as the contract had expired. MMC Technical Services instructed Director Technical
Services to solicit services of another service provider, Director for Technical Services took
it upon herself to solicit the services of a suitable service provider. This process delayed
and the department tried to solicit paragraph 32 from other municipalities (Sedibeng).

e Response on this matter did not materialize as the work is for development of the system
and new provider will mean starting afresh. This affected the transfer conditions of the
RRAMS grant as the District Municipality could not provide proof of a suitable service
provider and a finalised business plan.

o National Treasury issued intention to stop the grant on the bases that there has been no
commitment from the municipality since 2015.

* The 2017/18 Business plan has been submitted to the National Department of Transport on
the 15 March 2017 as one of the requirements of the Rural Asset Management Systems.

* Procurement processes have started and a service provider was appointed before the 30
June 2018.

* Contact details of the District Municipality official responsible for RRAMS grant allocation
has been forwarded to the National Department of Transport.

3.8 Transport

The district municipality has made an intervention in resolving the Taxi violence rank closure by
the Minister for Police. This was done by the intervention of the Executive Mayor convening four
stakeholder meetings to mitigate in the suspension of taxi operations in the district. The
suspension was lifted after deliberations with the members of the taxi industry and special
conditions were imposed to the operators. Plans are being developed to remedy this situation
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as the institution is busy with the development of the Integrated Public Transport Network Plan
(IPTN) to improve transport infrastructure, operations and provision of subsidy.
3.9 Buildings

Construction of the O.R Tambo Disaster Centre is underway as the design stage has been
completed and is due for construction in the 2018/19 financial year at Nyandeni Local
Municipality.

3.10 Waste Water (Storm water Drainage)

Not applicable to the District Municipality as storm water is a competency of the local
municipality.

COMPONENT C: PLANNING AND DEVELOPMENT
Planning and Local Economic Development in the District is housed under Rural Economic and

Development Planning (REDP). This department is the second with high vacancy rate of 77%.
Staff compliment as the end of June 2018 for this department is a depicted in the table below:

[\[oR of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

107 25 82 7%

The financial performance of this department is shown in the table below:

2017/18
. . Adjustment Variance
Details Original Budget e Actual Budget
Operating R R R R
Expenditure 133,477,697.00 136,890,115.30
Capital R 3,600,000.00 | R 3,600,000.00 |R R
Expenditure

3.11 Planning

O.R. Tambo District Municipality’s Planning Unit is charged to provide support to local
municipalities under its area of jurisdiction with the aim of improving their planning capacities.
This support seeks to provide a well-coordinated approach to balance the need for rapid
development with orderly sustainable development. The Spatial Planning and Land Use
Management Unit assists local municipalities with Town And Regional Planning Services in
respect of policy formulation, proper land use development taking into account social, economic,
and physical factors, the aim being to establish the basis on which one can create a positive
environment for development initiatives; and to ensure sustainable and orderly land utilization
and development through the development of Spatial Development Frameworks (Regional,
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District Municipality, Local Municipality, Local Nodes), Precinct Plans, Land Use Management
Systems etc.

Towards the end of the 2017/16 financial year the O.R. Tambo District Municipality appointed a
service provider to review the O.R. Tambo District Municipality Spatial Development
Framework. The review was then finalized in the 2017/18 financial year. The District SDF review
was done in line with the requirements of the Spatial Planning and Land Use Management Act
No.16 of 2013 (SPLUMA) which requires that it should focus on being a long term plan for the
municipality. Amongst other things, the review also aligned the SDF with the newly developed
District Development Plan, Integrated Development Plan as well as the newly developed
Provincial Spatial Development Framework.

Some Local Municipalities (Ingquza Hill LM, Nyandeni LM, and KSD LM) under the O.R. Tambo
District Municipality also undertook their processes to review their SDFs in the 2017/18 financial
year, in line with SPLUMA requirements. The review of the Local Municipality Spatial
Development Frameworks (including LSDFs and Precinct Plans) to meet SPLUMA
requirements cannot be overstated, as these directly inform the development of comprehensive
Land Use Management Systems (LUMS) that are wall to wall, covering areas beyond municipal
commonages which were not previously catered for by the planning legislations.

It is this regard that in the 2017/18 the District Municipality also took initiative to assist Local
Municipalities through funding for the development of Local Spatial Development Frameworks
(LSDFs) for key strategic nodes of the Mzimvubu Catchment Node (Ntabelanga and Laleni
Dam).

The establishment of the District Planners Forum, with members from all LMs, DM, EC-CoGTA,
DRDLR (Province) and SALGA has proved to be a success in unlocking challenges faced by
the municipalities regarding the spatial planning, land use management, land survey, and GIS
issues. The Planners Forum is technical in nature, addressing day to day challenges faced by
Planners, and it has been very instrumental in the fast-tracking of SPLUMA implementation by
the municipalities.

Some of the achievements that have been identified through the previous DM's SDF
implementation include:

e Enhanced Interventions and co-operation by the national and provincial spheres of
government

e KSD O.R Tambo DM declared a presidential node

e Lubala -Mhlontlo rural development initiatives

e Mthatha Town facelift

e R5bn capital injection for KSD & the Mthatha town

¢ Small Towns Revitalization Programme

e Mthatha airport Development

e  The Lusikisiki Town Planning,
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¢ Nggeleni Town Precinct Plan

e Libode/Ntlaza LSDF

e Langeni LSDF

o Viedgesville/Mganduli LSDF

e Western Mthatha LSDF

e Coffee Bay LSDF

e Port St Johns Tidal Pool planning in progress

There is still a challenge for the municipalities to fund for the development of SDFs. In some
instances even when the SDF or a precinct plan has been developed there is rarely a
commitment from municipalities and other parties to make a follow up on the implementation of
the proposals from those plans. The other challenge relates to the projects from National
Government which tend to have no coordinators placed at a District and or Provincial level,
resulting in poor coordination, and alignment. This therefore affects municipalities, as they are
unable to properly plan and align their programs to fully benefit from such National projects.

The SPLUMA requires that local municipalities should develop Land Use management Systems
(LUMS) covering areas within their jurisdiction, within five years from the 1% July 2015. One of
the challenges for the municipalities is the lack of funding to undertake such activity. Another
challenge, which hampers municipalities, is a phenomenon of relating to complex land
administration. Land administration in the district vests in different structures (municipal
commonages, State land/communal land, and private land) and some of the challenges that
have been noted are as follows:-

e Unclear Land Management Roles & Responsibilities

e LMs have limited planning and LUM capacity

e LMs have limited authority in rural areas (No policies means no enforcement)

e Un-managed settlement formation as a result of in land “Informal” trading.

¢ No link between planned development and sustainable provision of services

¢ Environmental Management not taken seriously thereby threatening natural resources that
are a critical comparative advantage in ORTDM

Another challenge is that areas that fall out of commonages are still not well managed as a
result of the past planning systems, which were only urban based. It is envisaged that the full
SPLUMA implementation in the form of comprehensive wall-to-wall LUMS will rectify this
situation.

Despite the above listed challenges there are strategies that are planned for the next financial
year (2018/19). Those include the SDF updates by all LMs particularly PSJ LM, LSDFs for key
strategic nodes of the District projects such as Mpande Node, and Ntlangano Node (PSJ LM),
Ntlangano Node (Mhlontlo LM, Ingquza Hill LM, Ntabankulu LM, and Mzimvubu LM). A Precinct
plan is also planned for Ntlaza Node (NyandeniLM). Other strategies that have been
encouraged include the infill development, locating settlements near the existing road networks,
nodal and corridor development.
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3.11.1 Spatial Planning and Land Use Management

The O.R. Tambo District Municipality is located in the eastern part of the Eastern Cape
Province, bound by the Indian Ocean to the East and the Mhlahlane and Baziya mountains
behind Tsolo, and Qumbu to the west. The District encompasses diversity in physical
landscape, land use and access to economic opportunities. Agricultural development forms part
of the DM’s competitive advantage due to its temperature and soil. The coast is an excellent
tourist attraction, with a number of resorts and hotels already in existence. Some of the
challenges faced by the district with regard to economic development and physical planning
include: Lack of skills resulting to unemployment in the key sectors of the economy, high
illiteracy rate, diseases such as HIV/AIDS, poor infrastructure, lack of incentives to industries,
land claims, crime and an inefficient public transport system & network

The Spatial Planning and Land Use Management Act 16 of 2013 (SPLUMA) was assented by
the President of the Republic of South Africa of the 05 August 2013, and it came into effect on
the 1% July 2015. SPLUMA provides for:-

a) A framework for a Planning System for the country (Sec2 [2])
b) Development Principles (Sec 7)

c) Policies and legislation (Sec 6)

d) Spatial Development Frameworks (Chapter 4)

e) Land Use Management through Schemes (Chapter 5)

f) Land Development Management (Chapter 6)

g) Other provisions (Chapter 7)

SPLUMA Applies to the entire area of the Republic as a supreme law on spatial planning and
land use management. SPLUMA is meant to address racially based pre-1994 planning
legislations, as well as to repeal most of them. SPLUMA came into effect on the 01 July 2015,
and Local Municipal Councils in the District took resolutions on the establishment of the
Municipal Planning Tribunals as required by the Act. Their resolutions were as follows: Ingquza-
Hill LM and Port St. Johns LM formed a Joint Municipal Planning Tribunal, Nyandeni and
Mhlontlo resolved to work with the District Municipality to form a District Planning Tribunal, and
KSD resolved to have a Single Municipal Planning Tribunal.

In order for SPLUMA to be effectively implemented key milestones have to be achieved, and
these include the appointing Authorized Official, Adoption and to Gazette By-Laws, deciding on
the Municipal Planning Tribunal option, Call for nominations, Gazette MPT, Establish Appeal
Authority, Set Tariffs and Capacity Building.

The progress to date on SPLUMA implementation is as follows:

o All municipalities under the O.R. Tambo District Municipality adopted and gazetted their
SPLUMA By-Laws
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e All Municipalities except KSD have appointed their Municipal Planning Tribunals and
gazetted their names

e The Service Level Agreement was signed by the O.R. Tambo DMPT member municipalities
(DM, Mhlontlo and Nyandeni LM) in the 2017/18 financial year

e Training for the O.R. Tambo DMPT and Ingquza Hill and PSJ Joint MPT was conducted in
the last quarter of 2017/18 financial year with the assistance from DRDLR, SALGA and EC-
CoGTA

e KSD LM is in a process of vetting the names appointed by the Council. They hope to
gazette their names in the second quarter of 2018/19 financial year.

e All Local Municipalities have appointed their Authorised Officials and Appeal Authorities

e The District is facilitating for the signing of the SLA by O.R. Tambo District Municipality,
Mhlontlo and Nyandeni LM. Its finalisation is expected by the second quarter of 2017/18
financial year.

For quite some time (1* July 2015 when Municipalities started SPLUMA implementation) the
Local Municipalities under the District experienced a challenge with Traditional Leaders who
serve in the LM Councils who would stage walk-outs when SPLUMA issues were being tabled
in their Councils. This has resulted into considerable delays more especially for Nyandeni LM.
Traditional Leaders were not happy with the process of consultation through the development of
the Act by DRDLR.

The District Municipality through its Joint LED, Spatial Planning and Environmental
Management Forum chaired by MMC Sabona has managed in the 2017/18 to engage with the
Traditional Leaders sitting in the O.R. Tambo DM Council, convincing them to allow for the
District to conduct consultation at a District level. Traditional Leaders approved the proposed
Action Plan, which is expected to be implemented in the 2018/19 financial year.

3.12 Local Economic Development

LED in the O.R. Tambo Region seeks to promote sustainable socio-economic community driven
programs. The O.R Tambo District further operates on principles that are focused on pursuing
and building on the district’s latent strengths and competitive advantages. Latent strengths
relate to those forms of economic activities that the district has a significantly untapped
developmental potential such as its landscapes and tourism potential.

According to Section 152 (1) (c), of South African Constitution under Local Economic
Development Objective, it mandates that Local Economic Development should promote social
and economic development.

LED in the district therefore seeks to grow the economy based on presently unrealized, under-
realized and unexploited development potential, which represent a low hanging fruit. It is
through such a perspective that factors such as local knowledge and skills, as well as
communal aptitudes and capabilities are prioritized to drive economic growth and development.
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LED for O.R Tambo also seeks to provide support for the needs of local communities in
pursuance of improving the quality of life within the district through facilitation of local economic
development. Whilst micro-enterprises have absorbed large numbers of unemployed people,
they are in themselves not always able to generate appropriately remunerated long-term jobs.
As part carrying the above responsibility, the LED section is divided into two units i.e. Informal
Trade and SMME development, and Rural Economic Development, Research and Resource
Mobilization (REDRRM). The REDRRM unit has three subunits i.e. Rural Development (mainly
agriculture), Research, and Resource Mobilization. The Rural Development subunit deals with
rural development in general, and agriculture in particular. The Research subunit deals with
gathering of data and researched information useful for economic development and Aquaculture
Development. The Resource Mobilization deals with mobilizing extra resources as municipal
budget is not enough to cover all the needs.

Ntinga O.R Tambo Development Agency is the O.R Tambo DM municipal Entity, which is
mainly focusing on implementing the district's key LED initiatives for poverty alleviation and
business development and support.

The District Municipality utilized its budget to undertake the following critical activities as per the
IDP targets:

To boost agricultural contribution and to improve food security in the district through number
of Agro-Industrial Programs developed and implemented.

Through Enterprise Development, number of programs were implemented including District
Informal Traders Summit which later resulted into O.R Tambo District hosting successfully a
Provincial Informal Traders Summit.

A continuous partnership with Furntech which commenced in the 2015/2016 financial year
end has bear some fruits by training 10 more incubates from five local municipalities into
furniture manufacturing. The Forestry Development Strategy has been developed and
completed and some projects are currently being scruitinized by RID forum for investment
attraction in the upcoming investment conference to be held in 2018/19 year.

The success story is that, Forestry Strategy has been developed in 2017/18 year and as
part of implementation, few projects are under consideration for investment conference and
there indications of interest from some few investors both local and abroad.

The challenge is the lack of visibility of Department of Forestry with its programs within the
district and lack of investment on forestry and forestation.

The strategy on forestry was developed precisely to address the challenge mentioned
above among others and investment programs are being through organizing investment
conference and beyond as part of implementing the implementation plan.

The District Municipality in 2018/19 year is focusing on coordinating establishment of
furniture hub centre which will support furntek programs and increase establishment and
development of forestry in general through identifying pieces of land available for forestry
plantation.

To promote the oceans economy, the District Municipality in partnership with Department of
Agriculture, Forestry and Fisheries implemented various programs under operation pakisa
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which include training of 34 villages (more than 2370 individuals) which are currently being
assisted to register aquaculture co-operatives and will be granted fishing rights instead of
permits for ten-fifteen years.

Access to agricultural facilities for emerging farmers is one of the key initiatives in tapping on the
Comparative advantage of the District. Ongoing consultations and assistance with the informal
trade sector including street trading is gaining momentum which emanated from the District’s
partnership with the Region of Tuscany, Italy which commenced in 2012 /2013 financial year
end and soon after the program phased out, ORTDM carried on supporting informal traders by
purchasing Tables, Stands, Chairs Gazibos and even Ambrellas for street traders at Nyandeni
and PSJ Local Municipality. More training and awareness workshops are planned in partnership
with the Department of Small Business Development (DSBD) and International Labour
Organisation (ILO) for promotion of coordination within local association and further advised for
the formation a movement that would represent informal traders at a district level. Another
ongoing initiative is the graduating of informal traders to register their small business and to
benefit by being part of the mainstream economy.

3.12.1 LED Infrastructure and Investment Promotion

As part of the District coordinating work, the Regional Industrial Development Forum (RIDF)
was established to identify sectors with low hanging fruit and attract investors to those arrears
whilst dealing with medium and long-term LED matters. The RIP forum is adding to the LED
forum, which sits quarterly to co-ordinate all the economic sectors and development agencies.
Besides seedlings, fertilizer and other imputes, Co-operatives were supported in renovating
their structures; provide water tanks, installation of boreholes, ram pump, fencing, chicken
cages and etc. as a program, which intends to uplift our Co-ops within the District. This resulted
to twenty (24) SMME/Co-operatives being supported in 2017/18 financial and such support will
be extended in 2018/19 and 2019/20 years to ensure that they are able to enter the main
stream economy and create sustainable jobs.

This number of co-operatives supported is the success story comparing with small number of
co-operatives supported. These co-operatives are going to receive support from the district in
2018/19 again to ensure they are able to sustain themselves and create descent jobs for their
members and communities.

The challenges are that, there is lack of entrepreneurial knowledge, lack of basic financial
knowledge, Lack of marketing skills, lack basic production knowledge and lastly lack of funding.

In 2018/19 there is a plan for capacity building focusing primarily on arears mentioned above
and this program will continue in the year 2018/19 together funding support received through
co-ordination. Once trained properly, these co-operatives will be exposed to networking with
private funders.

In 2018/19, we will continue with our support to co-operatives mentioned above but also include
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new applications.
3.12.2 Agro-Processing & Facilities

As part of revitalizing and promoting agricultural development within the District, the District
Agri-Parks Operational Task Team (Dapott) has been established with the collaboration of
Department of Rural Development and Land Reform to spearhead implementation of the Agri-
Parks programs which are a National Government initiative to revive Agriculture in all District
municipalities across the country. As a result, farmers across the District have been brought
together to form a structure called ‘District Agri-Parks Management Committee’ (DAMC) whose
purpose is to advise on the implementation of Agri-Parks programs. The program has three
elements i.e. Farmer Production Support Units (FPSUs) which will be implemented in all LMs,
Hub centre in Lambasi and Rural Urban Market Centre (RUMC) which the Dapott agreed to
locate it in KSD LM. This is an infrastructure program designed to promote Agri-Processing
program within the District. In collaboration with farmers, LMs, DRDAR and DRDLR and DM,
FPSUs site have been identified in Tsolo junction under Mhlontlo LM, Mganduli Red Hub under
KSD LM, Edumasi Under PSJ LM, Zalu-Hill under Ingquza LM, Mafini under Nyandeni LM, and
further farmer mobilization program held across all LM's accept KSD LM. As part of
implementing Agri-Parks Program, the District Municipality with its partners completed Lambasi
Hub business plan, Tsolo Junction FPSU (Mhlontlo LM) and Dumasi FPSU (PSJ LM) business
plans were completed in 2017/18 and is expected to start implementation in 2018/19 year. As
part resource mobilization, the District Municipality is in partnership with Ango-Gold Ashanti
which resulted in R10 million being invested in Amampondo Asemalangeni Maize project. As a
result, three co-operatives were formed which benefit from the project and the project feeds into
broader Agri-Parks program.

The success story is that, it’'s for the first time where we see tangible program on Agri-Parks
where we can produce completed business plans for Lambasi Hub Centre, Tsolo Junction
FPSU and Dumasi FPSU business plans completed. The next phase is infrastructure
establishment in these FPSUs. Through working together with Department of Rural
Development and Land Reform an amount R15 million was invested by DRDLR in the O.R
Tambo Region for various programs including business plans.

Another success story is the partnership between Ango-Gold Ashanti and O.R Tambo District
Municipality which resulted in R10 million investment in Amampondo Asemalangeni Maize
Project with its community beneficiation model where three co-operatives are benefiting in the
project.

The challenges for programs above is that, Agri-Parks program lacks funding and it has taken
too long to take off the ground since it was promulgated. The co-ordination and buy in of the

program by relevant stakeholders is one of key challenges.

Through co-ordination effort, relevant stakeholders are now coming on board and through IGR
more stakeholders are participating and resources are shared, and the program is expected to
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be in full swing in 2018/19 year. Three other business plans for Ingquza LM, Nyandeni LM, and
KSD LM are expected to be done in 2018/19 year while establishing infrastructure in Tsolo
Junction and Dumasi FPSUs. The challenge in Emalangeni Project was theft and harvesting
method, however, they been addressed through community and service provider engagements.
In 2018/19, the plan is to sustain the good relations between the project and communities.

3.12.3 Forestry & Timber Production

As the IDP and other Strategic documents of the DM have identified Forestry and Timber, a
Forest Development Strategy is being developed and adopted by Municipal
structures. The document provides implementation plan and clear projects proposal, which
would take the District forward in terms of developing this sector and create job
opportunities for our communities. As a result, the RID forum has identified this sector for
an incubation program with low hanging fruits and ten people have been trained with
FURNTECH with a collaboration of KSD LM, ECDC and DM. The Forestry Development
Strategy has been developed and completed and some projects are currently being
scruitinized by RID forum for investment attraction in the upcoming investment conference
to be held in 2018/19 year.

The success story is that, Forestry Strategy has been developed in 2017/18 year and as
part of implementation, few projects are under consideration for investment conference and
there indications of interest from some few investors both local and abroad.

The challenge is the lack of visibility of Department of Forestry with its programs within the
district and lack of investment on forestry and forestation.

The strategy on forestry was developed precisely to address the challenge mentioned
above among others and investment programs are being through organizing investment
conference and beyond as part of implementing the implementation plan.

The District Municipality in 2018/19 year is focusing on coordinating establishment of
furniture hub centre which will support furntek programs and increase establishment and
development of forestry in general through identifying pieces of land available for forestry
plantation. The key few programs under the forestry sector are being scrutinized by the RID
forum for purposes of attracting investors and an investment conference is earmarked for
2018/19 year.

3.12.4 Mari-Culture & Aquaculture Industry

The District strategic documents identified this sector as one among others, which has not yet
been used to its full potential yet it has a major opportunity of boosting the economy of the
District. As such 26 enterprises on this sector have been trained in the year 2017. In taking the
advantage of N2 Wild Coast Road and in collaboration with partners on this sector, a process of
producing/ developing a strategy is underway and will be completed in 2017/18 financial year.
The Aquaculture strategy was started at the end of 2017/18 and will be completed in 2018/19
year. As part of implementing some parts of the strategy, the District Municipality in
collaboration with DAFF conducted training as part of capacity building in thirty four (34) villages
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along the coast and are currently being assisted to register co-operatives through DAFF and
more than 2300 people are likely to benefit as they are going to be given fishing rights for ten-
fifteen years and permits that are renewed annually for commercial purposes. This would help
the co-operatives/individuals not only to fish for subsistence but also for commercial purposes
and help to create sustainable jobs and improve quality of life.

The success story is that, as this is a new sector in which the government is focusing on, a
strategy development has been started and will be completed in 2018/19 year. In 2018/19 year
34 villages (2370 individuals) in the coast have been capacitated and are assisted to register
their co-operative on aquaculture and after completion, they would be given fishing rights and
permits for commercial purposes rather than subsistence.

The challenge is that, this is a sector predominantly dominated by whites and is not fully
transformed to include historically disadvantage individuals. Researched information is not
easily available. The Enterprises/Co-operatives in this sector lack skills, equipment and
facilities, rights and permits to enter the mainstream economy in this sector.

The capacity building has been conducted and now are being assisted with co-ops registration
and will be given fishing rights and permits in order to fish for commercial purposes as part of
solutions to their challenges. The district is coordinating other departments and private sector to
provide funding assistance to these co-operatives. Some projects are being scrutinized for
investment attraction in the coming investment conference and beyond. Part of capacity building
would ensure, that these co-ops are able to network with funders on their own.

In 2018/19 year, we plan to continue with engagement of the villages/co-operatives mentioned
above to address their challenges. The aquaculture strategy development will be done and
completed. The district will conduct a feasibility study for the entire district on aquaculture as
part of gathering an information that will be useful in the development of the sector.

3.12.5 Maximize Local Employment

The municipality is in a process of implementing Expanded Public Works Program (EPWP)
which is aimed at job creation and poverty alleviation for the needy people of O.R Tambo by
establishing projects and programs that are labour intensive. The district has adopted a policy
that says all its infrastructure projects should be 100% EPWP compliant and all directors have
signed performance contract that are binding them to create job opportunities in their daily
activities and programs. In the 2016-17 financial year the district targeted to create 300 EPWP
job opportunities and yet achieved 460. In the implementation of the infrastructure projects the
municipality have achieved 1701 which is a bit lesser than what was targeted. However the
municipality is planning to improve in this achievement through assistance from the various
stakeholders and the departments within the municipality.

3.12.6 Tourism Development and Marketing
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Tourism marking is critical to the competitiveness of the tourism sector. The National Tourism
Sector Strategy (NTSS) states that; the role of Local Government in the tourism sector is to
manage assets such as public land, and to provide important infrastructure.

o Create awareness through campaigns, using appointed advertising agencies, the public
broadcaster, radio stations, social media, etc.

o Engage the Department of Basic Education to develop a school tour programme, possibly
integrated with, for example, the curriculum for Life Orientation in the early high-school
grades. Take into account any existing programmes; investigate funding from
sponsorships/AID, and develop the programme.

e Develop an exchange programme where employees in enterprises within the industry visit
another industry operator to experience holiday-making and/or visiting attractions. Use off-
season and low season periods, when both labour and capacity are available. Look for
transport/funding sponsors.

The key focus for the 2017/18 financial year are as follows:
Tourism Marketing.

The program is aimed at marketing O.R Tambo as a tourist’s destination and local, national and
international level.

In terms of marketing the 2018 Tourism Indaba was attended by 10 Local Tourism Organization
members from 5 different LMs to market their product offerings and establishments in the
national and international annual event. A reprint of 1000 copies for tourism marketing brochure
was done and it was distributed during these major events and in the strategic Visitors
Information Centers (VICs), and accommodation establishments in the province. The tourism
unit website was developed and it is up and running though it needs some update on
information population.

A street map/tourist map was developed of 20 000 copies and distributed around the province,
including petrol stations, airports and information centres.

The district also assisted the Mthatha Visitor Information Center with staff (information officers).
Tourism Research and Development:

The programme seeks to audit and facilitate the provision infrastructure to and at tourist sites,
e.g. roads, signage, water and sanitation, electricity, ablution facilities, viewing sites and
amenities, and the overall destination management. Facilitate and coordinates activities and key
deliverables associated with tourism support factors. The programme is meant to improve or
expand our tourism product or operation to fit identified trends in global tourism and to position
our local business to meet future market demands. Works hand in hand with arts, culture and
heritage section in terms of research, information and management systems. Visit arrivals,
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trends, destination marketing (print media, website, social media, exhibitions, shows, and
identify platforms). As a result of this program for the 2017/18 financial year 30 signage to the
identified tourists attractions were developed and erected in all Local Municipality accordingly
and the move was the results of the infrastructure audit exercises that are being conducted by
the unit to address the lack of signage in our attractions. The signage was erected in following
areas: Malunga park, Lodge , Back Parkers and Caravan park, Mkhambathi nature Reserve,
Ndwedwe lodge, Mngazana Estuary, Poenskop Beach, Gold Club, Visitor information center,
2" Beach and 3™ Beach, Welcome to Ntlangano Conservancy, Nyandeni Great Place, Mdumbi
Kayaking. Mthatha Mouth, Bantu Creations b&b, Summer pride b&b, St Cuthbert’'s Mission,
Mhlontlo Hintaland, Baby Hole in the Wall,x2, Mapuzi caves x2, Agape Beach, Port St Johns
shell art.

Tourism Education and Awareness

Campaigns to create awareness focusing on host communities (where there are tourist
activities), use of media (print and electronic) to engage learners and public to debate and
support the cause for tourism. Holding tourism and cultural events, safety and security related
activities with SAPS.

An annual tourism beach sport competition was held for the 3™ time since its inception in
2014/15 in PSJ. This tournament was held to educate the communities about the importance of
taking part in tourism development as the domestic tourists in their own areas and how to treat
tourists from outside. It also create the awareness on the importance of keeping our own
natural resources like the untapped vegetation for filming industry and unspoiled beaches for
tourism sport activities. The tournament involve the different codes of tourism sports like; beach
soccer, volley ball, beach netball, beach aerobics and beach Boot camp, these codes are being
played by the youth from different LMs of O.R Tambo District. This tournament also uplift local
economy as the locals come and sell during the event, SMMEs of the identified local
municipality to render services during the day of the event and lastly accommodation
establishments of the area increase their occupancy rate during this time. School competition
for the overall district with winners was as follows:

Awarding of the Tourism Students who entered the competing that targeted the overall O.R.
Tambo Region were:

e Mankankwa Abongile from Ntafufu SSS

e Wonder Gwini from Mtweni SSS

e  Mosuli Mabetshe form Mthweni SSS

e  Thokozani Nomthongo Mthweni SSS.

o The Students to be awarded are from Nyandeni Local Municipality who have participated in
the Public Speaking Competition that was held Airport Hangers Provincial Tourism Careers
expo also competed at Nyandeni on the 13 September 2017 the following schools
participated:

¢ Nyangilzwe SSS
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e DZ Dumezweni SSS

e Cibeni SSS

¢ Phondolwendlovu SSS
e  Tutar Ndamase SSS

e Sehushe SSS

e Victor Poto SSS

Tourism Awards winners are as follows

Municipality Name of Award

Category to Nominate Winner Contact Details
Best Massage Spa | Port St | Ntaba River | 6 083 453 7375
Treatment Johns Lodge
Best Life guard Port St | Mzoxolo Qwalela | 6 064 890 8597
Johns
Best Tourism | Port St| PSJ Tourism | 6 047 564 1741
Association/Forum/LTO | Johns Forum
Best Woman in Tourism | KSD ZQ Bed and| 6 082 823 4150/084 505
Breakfast 2407
Best Night Spot/Night | KSD So What Lounge 6 071 191 9645073 169
Life Facility 5291
Best Felling | KSD Ultra City Shell | 5 047 537 0761
Station/Garage Garage
Best Hotel KSD Ocean View Hotel | 24 047 575 2005
Best Conference Centre | Nyandeni Dan’s Country | 1 0834758307
Lodge
Best Backpacker Nyandeni Mdumbi 26 083 461 1834
Backpackers

A number of the local SMME’S were supported in the forms of the events: Mthatha Bikers
Rally, 1ziko pot of Gold culinary experience, six day hiking trail launch, National Tourism Careers
Expo, Provincial Tourism Careers expo, O.R Tambo carnival.

3.12.7 Visual Arts and Craft Development

The program enables members of the visual arts and craft community to promote their work and
showcase their product to national and international markets and it also stimulate and
strengthen the local economy. The program also aims at promoting and providing opportunities
for visual artists and crafters in all disciplines to develop their art and talent in order to improve
economic and other development opportunities. Access to markets is facilitated through the
exhibitions, craft hubs, flea market events, cultural events as well as a business linkages
program.
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Identifying potential projects, new marketing opportunities. Assessment of skills, improving
quality of craft products and capacity building.

The Department of Sport, Recreation, Arts and Culture in partnership with the Department of
Rural Development and Land reform, Eastern Cape Development Corporation, Small Enterprise
Development Agency and Eastern Cape Provincial Arts and Culture Council, Amathole District
Municipality and O.R. Tambo Municipality presented the Eastern Cape Craft Collection under
the political selected theme celebrating 100 years of Tata Nelson Rolihlahla Mandela and Mama
Albertina Sisulu.

In 2017/18, the District Municipality supported 10 crafters from the region who attended the
annual National Arts Festival (NAFEST) in Grahamstown on behalf of our 5 local municipalities,
the selected crafters by the LMs and Department of Sport, Recreation, Arts and Culture
(DSRAC) were selling handmade products which were selected from various projects and co-
operatives in all LM. The DM assisted the crafters by securing exhibition stalls, transport,
accommodation, display equipment, promotional and marketing material and transportation of
handmade products to Grahamstown. They sold a lot of products during the event and they
also came back with a number of orders to work on. The O.R Tambo Cultural Carnival and
Music Festival was held in Savoy Park and the crafters and visual artists had a platform to show
case their talent and to sell their handmade products. There was also Mangaung African
Cultural Festival (MACUFE) 2017 which is also another platform for Arts and Crafts market. 08
visual artists including crafters were supported to attend the event including individual visual
artists. The exhibition space, display equipment and promotional material was procured by the
District on behalf of the artists, crafters and SMMEs to showcase and sell their products. The
market responded very well to the products some of the items were sold out and orders were
issued in huge numbers.

3.12.8 Tourism Intergovernmental Relations and Collaborations;

The District Municipality also works hand in glove with its Local Municipalities and Sector
departments on a number of programs that are implemented throughout the district. The
ECPTA, National Department of Tourism, DSRAC and DEDEAT provides support and
partnership on events support (Signature events and Regional Events) such as the Isinggisethu
Wild coast Cultural Festival. Organizers are usually requested to submit proposals. The
agency also supports SMME in the following ways:-

e Facilitating capacity building for tourism products

o Create marketing platforms for SMME’s during exhibition shows i.e. Tourism Indaba;
gateway travel show

o Facilitate quality assurance through grading for accommodation and camping sites thereby
ore providing 50% subsidy

e Increase tourism, environment and conservation awareness in schools and communities

o Community tourism support — institutional guidance and operations using viable models like
Community Public Partnership (Chwebeni Cultural village)
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o Create partnerships with SMME’s around nature reserve so that they can provide services

e Provide necessary support to municipalities on tourism related activities

o Development of a business plan for Amatyengqgina Horse racing centre in Qunu

o Upgrade of the Wild Coast hiking trail from Port St John’s to Coffee Bay ( construction of a
check in office in Port St John’s, construction of hikers huts at Mngazana and Mpande,
renovation of hikers huts at Hluleka and alien clearing, signage on the trail)

¢ Nelson Mandela trail development i.e. Qunu, Mghekezweni and Mvezo sites.

Some of the major challenges with regards to tourism in the district is the poor access roads to
tourism destinations and nature reserves; inadequate bulk services; inadequate
intergovernmental relations and the lack of co-operative marketing efforts for the region.
Although there are some challenges, the district also poses a number of investment potential
with the district unique selling position being the convergence of the biodiversity and coast puts
the Wild Coast in a clan of its own. The pristine environment favored by the suitable climate
contributes to the uniqueness of the offering. These investment opportunities include:

o Mkhambathi — 7700 ha (agreement signed to expand by 3500ha) and potential of 5

development nodes:-

o Phase 1 concluded R65mil private sector investment

o Phase 2 is currently underway to investment opportunity.
o Game offerings and those to be introduced

e Silaka Nature Reserve - 400 ha located in Port St John’s has 18 chalets and is a 3 star
graded accommodation and has conference facilities. Opportunity to provide (food &
meals).

e Hluleka Nature Reserve - 7 Chalets, 10 campsites, Hiking trail and 5 hikers huts and
game: Redhartebeest, Zebra, Blesbuck, Reedbuck. The design of the new chalets for
expansion is complete.

e Nduli/Luchaba Nature Reserve - 84 seat conference facility and restaurant the next
phase being the development of chalets is underway.

NDULI/LUCHABA
SILAKKA — CONFERENCE FACILITY

One of the responsibilities of the ECPTA is the management of Marine Protected Areas (MPA).
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MPAs are important areas for biodiversity conservation as they protect representative samples
of genetic diversity. They protect ecosystems and ecosystem processes and often they are
important fish spawning areas. Protecting these waters therefore lead to increased fish growth,
increased fish reproduction and survival. Adjacent areas benefit due to a spillover effect. This
leads to high biodiversity value (species diversity) and economic value (tourism, sustainable use
of resources). MPAs serve as benchmark areas against which any environmental change can
be measured. It is important to balance conservation priorities with sustainable livelihoods of
surrounding communities for effective management of MPA’s.

COMPONENT D: COMMUNITY & SOCIAL SERVICES

Community Services as a Department is responsible for the advancement of basic service
delivery objectives and outcomes within the District Municipality. The community services
department focuses on areas that provide a sustainable improvement in the welfare of human
beings and their basic livelihood. The department focuses on an array of services which are:
Sports, Recreation, Arts, Culture & Heritage; Libraries, Education and Information services;
Community Safety; Disaster & Fire Services; Municipal Health Services et cetera.

This department has a vacancy rate of 18%. Staff compliment as the end of June 2018 for
Human Settlements department is a depicted in the table below:

No. of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

175 144 31 18%

The financial performance of this department is shown in the table below:

2017/18
_ - Adjustment Variance to
Details Original Budget Blidget Actual Budget
Operaling | p 59 751,417.00 | R 60,138,992.28 | R R
Expenditure
Capital R 4,900,000.00 | R 7,600,000.00 |R R
Expenditure

3.13 Libraries, Information and Education Unit

During apartheid regime, there were no public/community libraries in O.R. Tambo District
Municipality except the one that was known as Transkei National Library at Umtata, York Road
currently known as Mthatha Reference Library. This means that the communities around
Transkei travelled to Mthatha in order to get information. There were no libraries in rural areas
and township where the majority of people lived.
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The Libraries, Information and Education Services (LIES) Unit is the sub-section of Sport,
Heritage, Arts, Culture, Libraries, Information and Education. The focus of the unit is to
coordinate and facilitate the development of public/community libraries and school libraries. It
supports Department of Education (DoE) with supplementary materials in order to overcome the
high failure rate within the district. It also promotes a culture of reading, library usage and
lifelong learning.

3.13.1 Relevant Legislations and Policies

The following legislation has a bearing on the different role-players in the South African Library
and Information Services Sector:

e The Constitution of the Republic of South Africa (108 of 1996) describes the legislative
framework for the governance of LIS in South Africa. It clearly states that libraries, other
than national libraries, are a provincial responsibility. Each of the nine provinces is therefore
obliged to develop a legislative framework within which public library and information
services can be provided. Constitution of the Republic of South Africa and the Bill of Rights
recognises access to information as a Human Right.

e Eastern Cape Provincial Library and Information Services Act (Act No.6 of 2003)

e The Copyright Act (Act No. 98 of 1978, amended 1992) protects all literary, musical and
artistic works, whether in written, printed or digital form.

e The National Education Policy Act (Act No. 27 of 1996) enables the development of
national policies that will contribute towards quality education, including founding school
libraries. Standards for these libraries are the responsibility of provincial education
departments, so coordination between national and provincial education departments is
imperative.

e The Legal Deposit Act (Act No. 54 of 1997) requires producers and publishers of published
material to deposit a certain number of copies of their publications in the five legal deposit
libraries. It also requires a Legal Deposit Committee to be responsible for coordinating and
promoting implementation.

e The South African Library for the Blind Act (Act No. 91 of 1998), the first of its kind in the
country, provides separate legislation for LIS to blind and print-handicapped people in
South Africa through the Library for the Blind in Grahamstown, Eastern Cape Province.

e The National Library of South Africa Act (Act No. 92 of 1998) focuses on the information
needs of the nation in order to enhance the development and delivery of effective library
programmes, services and products. The Act facilitates a common platform for information
technology, with a view to achieving optimal use of limited resources and coordinated
systems.

o The Promotion of Access to Information Act (Act No. 2 of 2000) aims to foster a culture of
transparency and accountability in public and private bodies through citizens’ right to
access to information, and also to empower people to gain access to information that will
enable them to exercise and protect their rights.

e The National Council for Libraries and Information Services Act (Act No. 6 of 2001)
provides for a council to advise the Minister of Arts, Culture, Science and Technology on
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LIS issues. The council interacts with all LIS role-players (at local, provincial or national
level) and, most importantly, advises on policy as well as operational matters across the
entire LIS system; it is therefore best placed for dealing with issues of coordination.

3.13.2 2017/18 Unit Achievements
The unit provides support in various educational activities as follows:-

1. Poor Performing Schools — various schools were supported with learning materials in
order to improve pass rate. Schools such as Hlabatshane and Gengge S.S.S. (KSD LM),
Smuts Ndamase and Mabalengwe S.S.S. (Nyandeni LM), Mdutshane S.S.S,,
Mhlanganisweni S.S.S. (PSJ LM) Somagunya S.S.S. (Mhlontlo LM) were supported with
learning materials such as Science Kits, Scientific Calculators, Microscopes, etc.

2. Literacy Programs - such as International Literacy and National Book Week
(KwaNonesi J.S.S., Nyandeni LM,) South African Library Week (Tombo A/A, PSJ LM)
and World Book and Copyright Day (Nggeleni Library, Nyandeni LM) were also
supported.

3. Capacity Building Program — six (6) Public Librarians were supported with Conference
Registration Fee in order to attended LIASA (Library and Information Association of South
Africa) Annual Conference at Gauteng Province. These librarians gained lot of knowledge
by interacting with their counterparts during the said conference.

4. Marketing and Promotion of Mobile Library — the Unit co-ordinated and facilitated the
removal of Modular Library Unit (PSJ LM, Mgazana A/A, Mghakama J.S.S., Ward-3) to
Tombo Art Centre (PSJ LM, Tombo A/A, Ward-4). South African Library Week 2018 was
celebrated at Tombo Art Centre with the aim of marketing and promoting the newly installed
Modular Library Unit.

5. Mobile Library Launch — the Unit also co-ordinated and facilitated the launch of Mobile
Library Truck at Gengge S.S.S. (KSD LM, Gengge A/A, Ward-21)

3.13.3 Targets for 2018/19

The Unit will support the following literacy programmes with available limited resource as listed
Table below:-

Activity Date Local Municipality
1. International Literacy and National Book | 08 September 2018 | KSD Local Municipality
Week (Qokolweni A/A)

2. 2019 South African Library Week | 18-23 March 2018 Mhlontlo Local Municipality
(SALW)

3. World Book & Copyright Day May 2019 TBA

4. Procurement of Learning Materials for | February TBA
2018 Poor Performed Schools
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3.13.4 Challenges

The LIES Unit has experienced serious challenges to overcome problem of high rate of illiteracy
within the district as follows:-

¢ Inadequate Budget

o Limited Number of public libraries

e High rate of theft in Modular Library Units

o Underutilized library facilities

e  Poor condition of public libraries

e Shortage of school libraries

¢ Removing of Modular Library Units at Victor Poto S.S.S.
e Lack of Electronic Library Management System

o Outdate Library Collection

e Poor Grade-12 Results

3.13.5 Possible Solutions (Recommendations)

e Increase budget from Equitable Share;

e Establishment of public libraries by DSRAC in remote areas;

¢ Municipalities and DSRAC must employ security guard to safe guard public libraries;
e Acquisition of up-to-date relevant library materials is recommended,;

¢ Norms and Standards for Infrastructure to improve the library standards;

¢ Budget allocation by DoE to support school libraries;

e Installation of Electronic Library Management System is vital in public libraries

e  Extra classes during holidays and weekends is also recommended

3.14 Community Safety

As Community Safety, our core mandate is to ensure and works well within the
confinements of the relevant legislative frameworks that governs community safety and
security.

3.14.1 Legislative mandate as reflected in our IDP:

e South African Constitution Act. 108 of 1996

- Section 151 and 152 — safer and sustainable community, through local government
involvement

e Community Safety & Security Prioritize community safety & security Programmes
focusing on crime prevention, school safety and coastal safety in partnership with relevant
stakeholders (LM’s and SAPS, Department Safety & Liaison). The main objectives is to
promote innovative partnership-driven ways of reducing the current levels of crime to low
levels and preventing crime from taking place in an integrated manner with various
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stakeholders e.g., SASSA, SAPS, Civilian Secretariat for Police Services, Safety and
Liaison., other key stakeholders

o These guidelines are from;

¢ The White Paper on Safety and Security 2016, dealing with role of local government, State
agencies and communities — in safety issues, creating cohesive and enabling environment
were ...” all people are and feel safe”..

o NDP 2030, Outcome 12, dealing with safer communities

e Role of Government with a vision towards 2030, drawing energy from community
participatory processes, and the centralized role of government through its sector
departments and local government structures (Provinces, Metro’s, DM’s, LM’s). Aims to
eliminate poverty and inequality by inclusive economic growth, building capacity and
leadership.

e MTSF (Medium term strategic Framework) — 2013-18 (5 year strategic plan) focus on
NDP)
- Reduce levels of contact crime
- Secure South African Boarders
- Creating an efficient and effective criminal justice system
- Increase levels of domestic stability
- Secure the identity of everyone in South Africa
- Securing cyber space in South Africa

3.14.2 Core mandate of Community Safety

e These strategies are implemented in line with other existing National and Provincial
measures aimed both at tackling crime and addressing the underlying root causes of crime
and violence, such as victim empowerment, substance abuse, child protection and
community developmental Programmes with other role players.

e Supporting and advising on implementation of developmental and preventative diversion
Programmes, improving community safety, strengthening families, promoting safety at
schools with DoE

o Coastal safety supportive programmes, with the support of LM’s, and SAPS Clusters which
are additional recruitment of 80 life guards, 80 coastal safety patrollers, and 20 water falls
patrollers during festive periods.

e Promote and support Crime prevention, risk reductions across various spheres of
governance and advice Council accordingly.

e Monthly participate as a District in the Local SAPS clusters level (Mthatha & PSJ), in
planning, meetings, programmes, to address rampant crime, find common solutions and
intervention with other role players.

e Enhance and participate in reduction and identifying with relevant role players crime issues
at scholar or community level, and designing/ support programmes of intervention through
multi- stakeholder collaboration.

e Capacity building through workshop support and training for LM’s safety initiatives, through
multi stakeholder collaborations with partners in community safety; GIZ, SALGA, DSL,
SAPS, LM’s, DSD, to name a few.
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¢ Promote the building of community social cohesion and improving the quality of life of all
people which includes infrastructural development support for safer spaces through
influencing, SPLUMA, LED, or infrastructure development towards “safer spacers” for
communities, e.g. adequate street lighting, safe parks and recreational facilities, the built of
high mast lighting in crime prone areas etc.

o This is further underpinned by supporting government’s ongoing efforts to build better and
safer communities that respect human rights and contribute to the government outcome “All
People are and feel safe”, NDP Outcome 12

3.14.3 Programmes achieved, highlights and plans

1. Launch of Coastal Safety program, December 2017 to end March 2018, local municipality
and CPF members, were contracted through various interactions. 80 coastal life guards, in
4 LM’s and 80 coastal patrollers in 4 LM’s, as well as 20 water falls patrollers. Programme
was executed well, and provided job opportunities over the festive period December 2017
to March 2018, programme successes and challenges was audited April 2018, by Standing
Committee on Community Services as lead by Clir MMC. Nkungu.

2. The programme of awareness and capacity building 8 targets, Airport career exhibition and
1200 learners from various schools attended the career expo; safety material was
distributed to scholar and a brief interaction via a 4 minute video on safety and possibly
career opportunities in the safety and crime prevention, 28th. October 2017. SAMSA
(South African Maritime Safety Authority), career exhibition, 27-28th. September 2017, we
distributed safety awareness material and some pens, rulers, which also contained health
awareness.

3. SAPS Cluster meetings attended, towards crime, risk reductions and inclusive community
safety planning: 7 cluster meetings attended (Mthatha), 3 at Port St Johns (SAPS). This
focus area is on community involvement through the cluster (Community Policing Forums
Mthatha & PSJ). CPF’s, in reducing crime and ensure participatory monitoring of SAPS,
Business fraternity and Rural Safety Joining of communities in a participatory process of
reducing crime, e.g. Bityi SAPS Rural Safety. This would be a future pilot project to roll out
rural safety programmes, in areas rampant of crime, housebreaking, robberies, common
assault, and stock theft (future plans).

4. Community Safety Supportive training and capacity building with Mhlontlo LM'’s, in
partnership with DSL, Mbumba Consulting, GIZ., 30- 31st. August 2017, followed up with
full workshop, 21st.-22nd.September 2018. Members attended, about 23 and workshop that
followed, +-30 members attended (ward councillors, CDW'’s, portfolio head, SAPS, youth
desks and CPF’s. (Highlight)

5. Ngobozana AA, Community engagement from NDP Section of planning and monitoring,
crime risk, community participatory processes, crime risk, hazard mapping in area of
Ngobozana (Lusikisiki), in response to a Presidential Intervention, on issues of “Amafondo”,
this Risk analysis started around 14th.December and continued till March 2018. Community
members attending about, 48 with SAPS, LM’s officials and ORTDM X3 members.
Engagements and follow up crime risk reductions and Community Risk Mapping was done.
O.R.Tambo District as Community Safety with its partners in Community Safety: SALGA,
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GlZ (Deutsche Gesellschaft fuer Internationale Zusammenarbiet), DSL, AVCOC (agency
dealing with multi-stakeholder and conflict resolution training — contracted at National
Government — under National Secretariat of Policing), SAPS and safety with NDP office
from Pretoria did further community work on safety, with Ingquza Hill LM. (highlight)

6. SALGA- DSL & GIZ / ORTDM workshop of 5-6 March 2018, on Community Safety for
officials and councillors, focus on crime, crime awareness, risk assessments towards
community safety planning, “transect walk”, around communities (Slovo Park, Mandela
Park, CBD and Madeira, Mthatha Plaza),Wards: 6,7,8,11,12,13,18, (26- only coastal
absent). Getting a sense of how crime affects people in KSD LM. Designing plans towards
crime reduction integration, working with all role players, Justice, SAPS, Social
Development, Dep. of Correctional Services, Local Municipalities and relevant role-players.
Municipalities’ Community Safety sections and forums would be further strengthened
through SALGA- GIZ- DSL and ORTDM support. Around 25 members attended the
workshop, at Mthatha Stadium.(highlight)

7. Capacity building programs on community safety was done with GIZ, SALGA, DSL, and
AVOC with Local Municipalities and Districts. This was referred to as phase 01- 02 was
done in East London SALGA Office — dealing with and understanding of crime, what gives
raise to crime and is there a linkage between poverty and crime or crime and inequality
coupled with social exclusion or deprivation. The Socio-ecological change model- tracing
crime from childhood development to adulthood, through various community factors. Phase
01 — SALGA Offices: 8-10th.May. 28-31st.May at the SUMMIT (Phase 02 training. Phase 3
training was done 10-12th. July 2018, in ORTDM.

8. Dialogic change model training for District and local municipality (5 LM’s) were represented,
was done at Hlalanathi Guest House Mthatha, facilitated by DSL at Provincial level, GIZ
and ORTDM. This session dealt with “dialogic change model”, identifying of key
stakeholders in dealing with community change, perception of crime at Community level,
and dealing with stakeholder participation, and having the right approach and people for
community interventions, whether its crime related, social ill, dealing with conflict
resolutions challenges etc. 26-28th. June 2018.

9. Safer Schools, assessment engagements where done, to look at “root causes of crime,
violence, drug abuse and associated ills) involving school children. Interactions were done,
(ORTDM Community Safety with Jenca SSS, St. Patrick, Ben Mali, Ntafufu SSS), other
schools were identified by both DSL (Department of Safety & Liaison), DoE (Department of
Education). Engaged through Police Forums e.g. Bityi: Circuit 6 (inland DoE), and
Traditional Leaders.

- Jongilizwe S.S.S.

- Milton Mbekela S.S.S

- Mtentu J.S.S.

- Ngendesi J.S.S.

- Mkwezo Primary School
- Chief N.Z. Mtirara S.S.S
- Zwelinzima S.S.S

- Entabeni J.S.S.

- EMPAJS.S.
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- E.NSekuJ.S.S.

-  MajolaS.S.S

- Sigoyo J.S.S.

- Qunu J.S.S.

- Thandokazi Primary School

3.14.4 Future Plans will focus on:

The assessment reports on crime and safety challenges will give rise to programme/ project
interventions within the new financial year 2018-19, addressing student challenges through
a multi stakeholder collaboration, DSL, GIZ- VCP (violent and crime prevention
Programmes), DSD, DoE, SAPS, etc. and communities.

Building community resilience to crime, through collaborated multi stakeholder’s efforts.
Enhance and improved Coastal Safety programmes, through LM’s involvement and ensure
SLA’S are effective in addressing programme challenges

Ensure continuous involvement of communities in advising, designing, working and
contributing to an environment where all people are and feel safe, free from fear of harm, or
crime by encouraging programmes, projects for the LMs IDP, which must mainstream
CSF’s (community safety forums), and ensure a developmental approach to safer
communities.

Future plans, for crimes at schools, and other social ills, would be address jointly with
stakeholders DoE, DSD, DSL, LM’'s and District towards lasting — solutions (community
awareness, safety audits, capacity building programmes, youth mentoring, youth camps,
social workers: 1 on 1 counselling, sports against crime, NGO’s specialization in
problematic youth, gender base violence prevention, etc.)

3.14.5 Short comings/ challenges

w

The District to ensure its mandated supportive role to LM’s, in community safety is
enhanced, by staffing, budgeting and working tools (enabling tools).

Funding on local governance spheres towards socio- crime prevention, District wide
remains severely constrained (Safety & Security Budget).

LM’s to play a pivotal role in identifying and mainstreaming CSF’s

Local Municipality and District to ensure CSF- programmes reflected in IDP’s are
sufficiently and adequately funded.

3.15 Social Development Section

The Constitution of the Republic of South Africa, Chapter 7, Section 153 stipulates that, the
developmental duties of the municipality as follow:

“A municipality must —
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a) Structure and manage its administration and budgeting and planning processes to give
priority to basic needs of the community, and promote the social and economic
development of the community and

b) Participate in national and provincial development programs.”

Therefore from the above preamble, the section seeks to protect and promote rights of
vulnerable groups by coordinating the mainstreaming of their basic needs & interests whilst
improving livelihoods of indigent families under distress.

3.15.1 Legislative Frameworks

o The Constitution of the Republic of South Africa ( Act 108 of 1996)
e Local Government: Municipal Systems Act 2000 (32 of 2000)

e Older Person’s Act 2006 (13 of 2006)

e  Children’s Act 2005 (38 of 2005)

e Prevention and Treatment of Drug Dependency Act, 1992

e District Crime Prevention Strategy

e Draft District Social Relief Policy

e Social Relief Fund Act 2003 (59 of 2003)

e  South African Social Security Agency Act 2004 (9 of 2004)

3.15.2 Staff Establishment

There is not a single staff member in this section and posts were recommended for
advertisement but no shortlisting was done, a proposal for shortlisting/ re-advertisement was
submitted.

3.15.3 Source of Funding

The only fund that the section depends upon is Equitable Share.

3.15.4 Projects/Programmes/Activities of the Section

e Moral Regeneration Life Skills Programs
e Early Childhood Development (ECD)

e Social Relief program(SRD)

e Child Protection Services

Moral Regeneration
Five (5) trainings for Moral Regeneration life skills were conducted in 5 local municipalities.
Twenty (20) young individuals were trained in life skills in local municipalities. Topics discussed

by the facilitator and young people were issues around behavior, decision making, emotional
intelligence, and C.V writing and substance abuse. Life skills training was meant to equip young
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people on making the right life choices and eliminating moral decay.

Moral Regeneration life skills training were implemented in the following areas.

1. Ingquza Hill Lm in Mcobothini Location (Lusikisiki)

2. Port St Johns LM in Traffic Department (PSJ)

3. Nyandeni LM in Nciphizeni J.S.S (Libode)

4. Mhlontlo LM- Tshisane J.S.S (Qumbu)

5. King Sabata Dalidyebo LM- Video Call Center Boardroom (DSD; Bota Sigcawu)

Social Relief of Distress

e Eleven families instead twenty received SRD assistance in four LMs, because this is a
response program.

Early Childhood Development

e Establishment of ECD District Forum

Child Protection Services

Five (5) trainings were conducted in 5 Local Municipalities. Ten (10) foster parents were trained

per local Municipality in all 5 Local Municipalities totalling 50 foster parents on foster parenting.

Topics discussed by the facilitators and foster parents included refresher on foster parenting,

budgeting and importance of communication between a child and a parent.

Foster Parenting trainings were implemented in the following areas:

1. Ingquza Hill LM- DSD Boardroom (Lusikisiki)

2. Port St Johns LM- Agriculture Boardroom (PSJ)

3. Nyandeni LM- Old Garage Misty Mount

4. Mhlontlo LM- DSD Boardroom (Qumbu)

5. King Sabata Dalidyebo LM- Bosasa (Mthatha)

3.15.5 Areas of High concern

e Non-availability of staff.
This had a negative impact in the implementation of the above mentioned programmes and
the functioning of the section as a whole.

3.15.6 Achievements based on the Annual report

3.15.7 Recommendations
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e Employment is proposed as soon as possible in order to fast track service deliver
3.15.8 Plans
Moral Regeneration

e Conduct 5 Moral Regeneration Life skills training programs for 100 trainees (Youth in or out
of school - 20 trainees per LM)

Social Relief of Distress

e 40 households to receive burial support

Early Childhood Development

e Facilitate registration of 180 Early Childhood Development Centres
e 4 ECD District Forums to be held
e Training of 25 ECD Practitioners (5 each per LM)

Child Protection Services
e 5 parenting skills training programmes conducted to capacitate 15 foster parents per LM.
3.16 Municipal Health Services

Environmental Health/Municipal Health Services is about creating and maintaining sustainable
environments, which promote good public health. Environmental Health Services includes a
package of Municipal Health Services as defined in the National Health Act 2003, (Act No 61 of
2003). It also refers to the theory and practice of ascertaining, correcting, controlling and
preventing those factors in the environment that can potentially adversely affect the health of
present and future generations.

3.16.1 Illegal dumps

Environmental Health Practitioner (EHP) encourages the waste generators to dispose their
waste to the landfill site or disposal site, in accordance to the Norms and Standards and
prescripts of the Act. Any indiscriminately disposal of waste is discouraged as it results to the
degradation of the land and environment and/or vermin that cause contagious and infectious
diseases.
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The quarterly target set was 100% of identified and cleared illegal dumps in all local
municipalities. The section managed to clear all the identified lllegal dumps in these
municipalities — KSD, Ingquza Hill.

3.16.2 Communicable Diseases (Notifiable Medical Conditions)

A communicable disease is an illness that is transmitted through contact with disease-causing
agents or microorganisms that cause an infection. Carriers of these microorganisms can include
people, animals, food, surfaces, and air. However the common diseases that always erupt in the
O.R. Tambo area are rabies and food poisoning. Among notifiable medical conditions the DM is
also managing the newly declared notifiable disease called listeria. Listeriotic is a serious
bacterial disease caused by the Gram-positive, rod shaped bacterium, Listeria monocytogenes.
It is a serious, but treatable and preventable disease. The bacteria are widely distributed in
nature and can be found in soil, water and vegetation. Listeriotic is usually spread through the
ingestion of contaminated food products e.g. ready-to-eat meats and smoked fish products. And
it present the following signs and symptoms; fever, myalgia, malaise and sometimes nausea or
diarrhea. It can cause meningitis, headaches, confusion, stiff-neck, loss of balance or
convulsions. MHS official investigated all reported cases of listeriotic, however with problems of
insufficient information from the health facilities. And DM is hampered by the unstructured
method of reporting by the health institutions.

The quarterly target set was 100% of notifiable medical conditions investigated within 24hrs of
reporting. Though following of the patients is very difficult and a tedious process sometimes the
unit has managed to investigate all the reported cases of infectious / communicable diseases
within the prescribed period of reporting.

3.16.3 Challenges
e Inillegal dumps is recurring dumping of miscellaneous (debris and general refuse) waste
in vacant plots and open fields.

¢ In notifiable medical conditions is insufficient data from the reporting institution or health
facilities.

3.16.3 Solutions

o Expedite procurement of Tipper Truck.
e Encourage the Department of Health to resuscitate infection control committee.
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COMPONENT E: SPECIAL PROGRAMMES

Special programmes are performed under the Office of the Executive Mayor which has 2
sections underneath as Executive Mayoral Office and Executive Mayoral Services. This
department has a vacancy rate of 25%. Staff compliment as the end of June 2018 for Human
Settlements department is a depicted in the table below:

No. of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

167 125 42 25%

The financial performance of this department is shown in the table below:

2017/18
Setaile Original Budget Adjustment Actual Variance
Operaling | o 75 370,404.00 | R 80,267,665.17 | R R
Expenditure
Capital _ R 1,000,000.00 | R 2,800,000.00 |R R
Expenditure

3.17 Executive Mayoral Office

The O.R. Tambo District Municipality is a category C municipality constituted by five local
municipalities. According to the Municipal Structures Act of 1998, section 83 (3), the district
municipality has the following developmental mandates:

e Ensure district-wide Integrated Developmental Planning

e Provide district wide bulk services, in particular water and sanitation as the district is a
Water Services Authority

¢ Building the capacity of local municipalities, and

¢ Promoting the equitable distribution of resources between local municipalities.

Furthermore, the Municipal Structures Act of 1998, section 19, requires the municipality to attain
the following objectives:

¢ That the municipal council must annually review the needs of the community

e Give priority to the involvement of the community

e Develop mechanisms to consult communities and community organisms in performing its
functions and exercising its powers.
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3.17.1 Compliance with the Service Delivery and Budget Implementation Plan

In light of the above legislative mandate, the Executive Mayor has a plan to visit all local
municipalities as part of the consultation process through the Mayoral Imbizo. The Executive
Mayor will be visiting the Mhlontlo Local Municipality to conduct an Imbizo at the clustered
wards.

Mayoral Imbizo’s are part of the service delivery plan. The office has a target of achieving at
least two Community Consultation sessions or interactions per quarter.

3.17.2 Mayoral Imbizos and Sectoral Engagements
Developmental Impact of the Mayoral Imbizo
The Mayoral Imbizo aims to achieve the following:

e Assessment of the community needs

e Bringing services closer to the people through the services on wheels initiative

e Clustering of sector departments to engage the communities on their mandates and
services

e Aligning community needs with the municipal long-term plan.

e Educate communities on their rights and services to be expected from government.

There are 8 Mayoral Imbizos that were held in 2017/2018 financial year, 2 Imbizos held in each
guarter. Mayoral Imbizos were held in the areas listed below:-

Venue Municipality & Ward Ward Councillor
Mankosi A/A Nyandeni L.M. — Ward 26 Clir Devete
Hlababomvu Community Hall Ingquza Hill LM — Ward 02 Cllr Somana
Khanyalanga JSS Mhlontlo LM — Ward 23 Clir Mandleni
Lwandlana Great Place King Sabata Dalindyebo LM - Ward 36 | ClIir Nyoka
Newbright Sports Grounds King Sabata Dalindyebo LM - Ward 09 | ClIr Jadiso
Sginkgini Sports Grounds Ingquza Hill LM — Ward 07 Clir Didiza
Tyalara Great Place King Sabata Dalindyebo LM - Ward 20 | Clir Nonkayi
Lukwethu Sports Grounds King Sabata Dalinyebo LM - Ward 32 Clir Mkhotheli
Successes

e Services on wheels were available in our Mayoral Imbizoz from Government Departments
like Home Affairs, SASSA, Social Development, Public Works, Health, Education, SAPS

o Water Tanks were Distributed to the Wards without water as a temporary measure

e Leaking pipes and not working taps were fixed
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e Councillors to work with Department 12qof Water in ORTDM on identifying springs to be
protected

e Youth were advised to apply on the OR Tambo Executive Mayor’s bursary

e Communities were advised to form cooperatives and municipality will support them.

Military Veterans

e Worked with department of military veterans compiling database and profiling beneficiaries
for them to benefit in the schemes that are being issued by dmv

o Assisted African Command Centre director with the training so that it can be able to open a
shooting range

e Assisted military veterans with transport to various venues of importance like Luthuli house
and dmv for submission of left database and profiling of military veterans beneficiaries

e Assisted military veterans with catering when they had an annual general meeting

Traditional leaders

Ex-combatants

Chaplaincy

The Chaplaincy is the O.R.Tambo District community structure of Clergy that serves under the
office of the Executive Mayor. It was established to aid the municipality and O.R.Tambo District
Municipality staff. The Chaplaincy assists with social needs, spiritual motivation, giving hope

and advocates for non —violence and stability in communities.

An Arrive Alive prayer held at Mganduli in July 2017 for handover of Ntsitshaneni access road
and a prayer against the abduction of children in the area.

Arrive alive prayer at Khaya Majola praying for the end of road accidents due to stray animals at
Viedgesville and a prayer for end of road accidents at Makhaphetshwini area.

The Chaplaincy held a prayer in January 2018 in partnership with flagstaff taxi association
commemorating 9 car accidents victims who were nurses at Holy cross near Hlwahlwazi curve
in 1987

The Chaplaincy accompanied by ex - offenders held a drug awareness campaign at Luthubeni,
Mganduli at E.L. Rooi foundation.

A prayer calling for peace between rival taxi — Border and Ncedo associations was held at

Mthatha Town Hall
Awareness on teenage pregnancy was held at Dalindyebo S.S.S
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One home one food garden and One Tree One Child

The one home one garden programme are Mayoral flagship programmes aimed at poverty
alleviation and sustain needy households through support with vegetable seedlings. With the
programme beneficiaries are taught how to plant vegetables to ensure maximum produce, they
are also encouraged to sell surplus produce in order to buy other household necessities.

Beneficiary criteria:

e elderly

e child headed households,

¢ HIV/Aids affected,

e women

e and generally needy households.

One Tree One Child is aimed at making school children champions in the tree planting
campaign, to love nature and to care for their environment. As children are the future custodians
of greening. Through the One Tree One Child Mayoral flagship programme the Executive Mayor
believes that by championing school children in tree planting campaign will help secure our
environment and improve food security which in turn help future generations. The program
seeks to achieve the following:

To improve the O.R Tambo District’s food security by giving out fruit trees to children

To improve the district’'s environmental challenges brought by climate change by planting
indigenous trees at school for the purpose of greening and as wind break.

Beneficiaries

e Primary Schools

e Secondary Schools

e  Community organizations

e  Communities through school children

So far 3831 vegetable trees and trees have distributed in the 2017/2018 financial year

District Growth and Development Unit

The District Growth and Development Unit seeks to intervene and heighten development within

the district. The unit finds growth and development opportunities within the district, provincially,
national and internationally.
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17/18 Financial Year Programmes

Through the District Ambassadors/ Executive Mayor's Advisory Committee, the district
municipality embarked on a study tour to the Tshwane University of Technology Chemical
Station and the University of Limpopo Agro Food Technology Station. The purpose of the tour
was to better understand the opportunities that both technology stations offer small businesses
and cooperatives.

Following the study tour; both technology stations were invited to the district to attend a
workshop and further visit the small businesses and cooperatives. The workshop and visits was
held over three (3) days. This was followed by a meeting between the University of Limpopo,
TARDI and ORTDM resolving to assist all agro processing businesses that were visited by
testing and improving the products. Currently this process is in progress.

The Tswane University of Technology Chemicals Station committed to assisting Cleanex,
owned by Ncebakazi Sobai, to also testing and improving the cleaning chemicals that she
manufactures.

Challenges

The greatest challenge in the unit is that there is only one person that is in the Unit, thus making
minimal progress over a long period and there can only be one department consulted at a time.
The second challenge is that there is no budget allocated for the programmes that are initiated
by the Ambassadors.

18/19 Financial Year Plans

There are currently consultations with other institutions to increase trainings of SMMEs and
Corporative in order to increase their knowledge in running businesses.

The District Municipality is in consultation with both the technology stations and the Department
of Science and Technology to have the technology stations available in the O. R. Tambo DM for

its people and people of the Eastern Cape at large.

A study tour in Mozambique and Swaziland; to better our knowledge in Fish Farming and Arts &
Crafts respectively.

To seek and attract investors in the district focusing, but not limited to; on infrastructure, tourism
and agriculture.
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3.18 Executive Mayoral Services

3.18.1 HIV and Aids, Communicable and Non Communicable Diseases

The National Strategic Plan 2017-2022 which has eight (8) goals set, aims to reduce new HIV
infections by more than 60% — from an estimated 270000 in 2016 to below 100 000 by 2022,
including elimination of mother-to-child HIV transmission. This must also trickle down to
Provincial planning and Local level that is Municipal Planning, as HIV and AIDS is one of the
biggest challenges the country faced to date. Municipal Integrated Development Plans must
include and deal with issues around the rapid spread of HIV and AIDS.

The District has had an escalating HIV&AIDS containment prevalence, this has raised much
concern, and the Executive Mayor as the District Chair of the Aids Council had to strengthen the
guest to reduce the growing numbers of HIV&AIDS. The District has made a concerted effort in
fostering cordial relations with key stakeholders in combating the disease and providing
adequate information on the disease.

The District Aids Council, Local Aids Council and Ward AIDS Council have worked tirelessly to
try and make sure the number decreases rapidly and providing support to Social labs in all
Local Municipalities mostly focusing on the identified Hot Spots.

Ward Aids Forums have been established to try getting communities to take initiative and
ownership in programs that alleviate the prevalence of the disease. Three Ward Aids Forums
have been established in the King Sabatha Dalindyebo Local Municipality, with four in the Port
St Johns area and two in Ingquza-Hill Local Municipality. Numerous HIV/Aids awareness
campaigns were conducted in all five local municipalities. The campaigns incorporated ABC
awareness, PMTCT awareness and youth educational programs that were held in several
schools. The campaigns were conducted in conjunction with AmaKhomkhulu, Imbumba
Yamakhosikazi Akomkhulu, and eNyandeni, Ndluzula, Emcwerheni and Ndimakude.

The Department has introduced a number of programmes like Inkciyo and Ulwaluko
programmes.

The Office Executive Mayor launched the Inkciyo Programme which was held at Nyandeni
Great Place. The Inkciyo programme has had awareness campaigns and fundraising initiatives
for community benefit. The Inkciyo initiative is a cultural practice that celebrates virgin girls. The
program is part of a campaign to instill pride in young girls for their decision to remain virgins.
The program celebrates the existence of young girls and validates their power in a society that
does not consistently nurture young girls.
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In 2017/2018 financial year Inkciyo awareness campaigns were held at Ingquza Hill at
Ndimakude Komkhulu and District launch held at Nyandeni great place. In KSD — Inkciyo
groups were supported to conduct a show-case and fund raising event in April 2017. 200 KSD -
Inkciyo members benefited from training and capacity building programme in April 2017.

The Department further focused on Ulwaluko, this is a male circumcision ceremony, a cultural
practice that symbolizes the transition from being a boy to being a man. The process of
circumcision has jealously claimed the lives of many young men, through ignorance or
negligence. The Eastern Cape remains the province with the highest number of lives claimed by
circumcision and/or induced by the process.

The number of deaths has attracted national intervention programs with stringent rules
regulating the process. Numerous campaigns have been held on the training of qualified Ingcibi,
safe and healthy Amaboma to house young men.

Given this concern of young males dying as a result of male Circumcision/Ulwaluko, the
Department intervened by making community awareness and empowerment campaigns on safe
male circumcision.

3.18.2 Children and Education

The Constitution of the Republic of South Africa, 1996, South African School’s Act 84 of 1996,
National Education Policy Act 27 of 1996 states that National government as well as Provincial
government must play a role in supporting schools, this also includes Local government,
especially assisting school that are struggling.

The Eastern Cape has the lowest matric pass rate with an extremely compromised standard of
education. The matric pass rate can be attributed to numerous factors which the district
municipality is committed to solving piecemeal. The Office of the Executive Mayor has formed
partnerships with stakeholders such as Anglo-Gold Ashanti to invest in numerous schools and
making sure matric results are improved.

The partnership started in 2013, with a focus on 21 schools from different local municipalities.
The programme is for the benefit of all Mathematics, Physical Science and English students in
Grade 12 from the selected schools. The schools enrolled a number of 120 students, of which
116 acquired Bachelors passes, while 4 received Diplomas. The District received top achievers
from 3 KSD schools, 1 in Mhlontlo and 1 in Ingquza-Hill local municipality. One of the learners
from Holy Cross High School received a National Recognition Award.

The Office of the Executive Mayor also pride its self for providing support for the 2017/2018
financial year to poor performing schools in order to improve matric results in the district. The
district supported 21 schools through the Star schools programme focusing on the best
performing schools in the district as well as the 50 schools supported through the programme
focused on the worst performing schools. This programme afforded the district an opportunity to
Mobilize communities through ensuring that parents are involve in the Education of their
Children. With the continued partnership with Anglo Gold Ashanti, special interventions were
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made through star-schools programmes, elevating the literacy rate within the district is one of
the municipality’s greatest passions.

In addition to the Star Schools programme, in the Office of the Executive Mayor identified 18
schools from around the district in pursuit of improving matric results and high-school turnover
rate. School learners were awarded with scientific calculators, professional tutorials, home cells
and on-site counseling to assist learners to manager exam anxiety.

The following schools were supported:

o Qumbu Town: Welsh School; Jongilizwe School; Daluhlanga School: Mchasa School

and Somagunya School.

o KSD LM: Sea View School; Gengge School; Upper Mpeko School; Zwelibangile

School; Dalibaso School; Kwanobuhle School and Khulanathi School.
o Libode Mega: Nggeleni School; Smuts Ndamase School; Vakele School; Mabhulana
School; Nogemane School; Mangala School and Nyangilizwe School.

o Lusikisiki Town: Zwelibongile School; Botha Sigcawu School and Bodweni School.
Partnerships with Anglo-Gold Ashanti include the Career Exhibition where 2500 learners from
over 36 schools from around the District are invited to learn on the various career options and
opportunities available to young people. The career Expo aims to motivate young individuals to
explore as many career options as they opt to. The South African National Defense Force and
Military Veterans Ncise Military Base sent over 3000 learners to attend the career expo, so to
broaden the knowledge of the learners.

The Tourism Sector together with the Department of Education also conducted a career expo at
the airport hangers, over 2500 learners were in attendance. These Departments also drives the
back to school campaign where more than 140 learners are provided with schooling garments
and schooling equipment. The awarded schools were: Gilindoda JSS; Coza JSS; Mdingi JSS;
Cetywayo JSS; Nggwarha JSS and Lands Ands JSS.

An initiative to distribute reusable sanitary towels to young girl learners from indigent families
that cannot afford monthly sanitary wear. The initiative demand is extremely high and the Office
of the Executive Mayor has provided a fraction of young girls because of a limit in resources.
Sanitary Towels were also distributed to school learners during the 67 minutes for Mandela.

The Office of the Executive Mayor believes that the protection and general welfare of children is
extremely important, as the legislation prescribes that the best interests of the child are more
important, and generally outweigh any other subordinate right.

The District together with the Department of Social Development led a Child Protection Week in
Ingquza-Hill local municipality. The SAPS and Department of Health also joined arms in the
initiative, by providing awareness on the importance of keeping a child safe. The initiative further
highlighted to care-givers that neglecting the safety of the child is an offence.
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TABLE 70: SCHOOLS SUPPORTED THROUGH THE STAR SCHOOLS PROGRAMME

LOCAL MUNICIPALITY NAME OF SCHOOL

King Sabata Dalindyebo Attwel Madala School

St. Johns Collge

Luthubeni School

Ngwayibanjwa School

Dudumayo School

Holy Cross High School

Sinolwazi Senior Secondary School (SSS)
Mhlontlo Shawbury School

Little Flower School

Somagunya School

Thandanani School

St. Barths School

Nyandeni Ndimakude High School
Phangalele High School

Sandi School

St. Patricks School

Port St. Johns Port St. Johns High School
Gcinumthethe High School
Ingquza Hill Toli Senior Secondary School
Palmerton Senior Secondary School
Phambili Senior Secondary School

3.18.3 Youth, People living with Disabilities Elderly, Women & Men

The District has been a frontrunner in uplifting the Youth; People living with disabilities, Elderly,
Women and Men. A number of individuals from designated groups have been empowered and
capacitated (Youth, People living with disabilities, Elderly, Women & Men) as a result the District
partnered with external stakeholders, to gather with Anglo Gold Ashanti. The district has trained
100 people on free range egg production; 100 on project management, 50 young women were
trained on various components of company registration, 50 women from KSD were trained on
beading.

A women’s dialogue were held to discuss issues and challenges facing women. The main aim
of the dialogue was to allow women to reclaim their space in society. The dialogue was an
upliftment program to give women a space to devise ways in which they will unapologetically
exist and dominate without feeling inferior. To discuss issues that are specific to women and
how to find space for those issues to be resolved.

The District held awareness on illnesses that are prevalent in society, these ilinesses are
Alzheimer, Dementia, Parkinson’s et cetera and they are are common in our societies and are
extremely misunderstood with accusations of witchcraft when people had fallen prey to the
disease. The department educated communities so that they are able to seek the needed help
and be able to handle the conditions. Cancer campaigns were held to educate communities on
the importance of going for constant checks at local clinics in order for cancer disease to be
detected at an early stage. The District municipality partnered up with Ingquza-Hill Disability
Forum in training and conducting awareness campaigns for people with disabilities. Disabled
people within the District experienced stigma, therefore, awareness campaigns allow individuals
to own these conditions and seek assistant.
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These initiatives aimed at creating a voice for the disabled and empower them. The initiatives
through this program handed out nine wheelchairs to people in KSD and Mhlontlo local
municipality. During the 67 minutes in honour of Nelson Mandela, family groups were also
targeted; three (3) children with disability were provided with aid. The EFATA School for the
Deaf is also an area of focus where the Office of the Executive Mayor supports initiatives and
art works by the school, through exhibiting their craft during the Deaf International Conference in
Johannesburg.

The Office of the Executive Mayor initiated Miss O.R. Tambo DM and has recorded a
resounding success in developing and contributing to building a bright future for young women
in O.R Tambo District as most contestants have completed a tertiary qualification and are
working as professionals in their respected disciplines.

All winners over the years have been given a car on top of many other hampers, compliments of
Vodacom. For the 2017 pageant, all 15 contestants were given the full wardrobe of all costumes
they wore in the competition.

2.13.5 O.R Tambo Month and Nelson Mandela Day

The Office of the Executive Mayor has allocated a significant budget to celebrate the life and
time of these international icons.

3.18.4 Academic Financial Assistance for Tertiary Students

The Education bursary is in response to a National crisis that saw the rise of the ‘Fees Must
Fall’ campaign around the country which not only destabilised education but also halted
educational practises for a while. The bursary is further in response to extreme need for
educational funding by deserving students that face the wrath of financial exclusion although
they maintain excellent grades.

Since 2006, the O.R Tambo District Municipality has been implementing a financial academic
assistance programme to provide bursary funding for students (from O.R Tambo District
Municipality). The Council approved to have a Bursary Committee within the O.R. Tambo
District Municipality to award bursaries to deserving individuals from families that cannot afford
tertiary education. The bursary committee awards bursaries only to students in South African
accredited tertiary institutions.

The Office of Executive Mayor assists students who want to pursue Tertiary Education to apply
for NSFAS, for the 2017/2018 financial year the district received a total number of 217
applications, of which 187 received financial academic assistance to study through NSFAS. The
bursary fund continued to support 170 students for the 2017/2018 financial year.

ORTDM Annual Report 2017/18 101



COMPONENT G: SECURITY AND SAFETY
3.19 Disaster Risk Management
3.19.1 Legislative background

In line with international trends and our national objectives of efficient and -effective
management of our local resources, O.R. Tambo disaster management policy underscores the
importance of preventing human, economic and property losses, and avoiding environmental
degradation. Preparedness measures for more efficient rescue operations will always remain
necessary, but there is common agreement that much greater attention should be directed to
the introduction of preventive strategies aimed at saving lives and protecting assets before they
are lost.

The primary responsibility for disaster management in South Africa rests with the government.
In terms of section 41(l) (b) of the Constitution of the Republic of South Africa, all spheres of
government are required to “secure the well-being of the people of the Republic’. Disaster
management is listed as a functional area in Part A of Schedule 4 of the Constitution, meaning
that both the national and provincial spheres of government are competent to develop and
execute laws within this area and have powers and responsibilities in relation to disaster
management. Disaster management has also been ‘assigned’ to local government through the
promulgation of the Disaster Management Act, 2002 (Act no 57 of 2002).

The Disaster Management Act 57 of 2002 (as amended) is the primary legislation dealing with
DM in the country. This Act provides for an integrated & coordinated disaster management
policy that focuses on:

e Preventing or reducing the risk of disasters (Prevention);
e Mitigating the severity of disasters (Mitigation);

e Emergency preparedness;

e Rapid & effective response to disasters; and

o Post-disaster recovery and rehabilitation.

The Act also makes provision for the establishment and functioning of DM Centres across all
spheres of government, disaster management volunteers; and matters incidental thereto.

The Act has explicit & distinct focus on DRR. It seeks the establishment of adequate structures
necessary for the management of disasters with special emphasis on prevention and mitigation
by all spheres of government. The Act calls for the establishment of institutional & governance
structures to ensure integration of stakeholder participation & to adopt a holistic and organised
approach to the implementation of policy and legislation. The Act recognises the multi-sectoral
& multi-disciplinary nature of DM in the country. The Act also provides mechanisms for
involvement in DM activities by private sector, traditional leaders, civil society, volunteers, etc.
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The Act also makes provision for the development of a municipal Disaster Management
Framework.

3.19.2 Disaster Management function

In support of the core concepts of integration and uniformity the disaster management centre
performs its duties in realisation of the four key performance areas (KPAs) supported by three
performance enablers (PEs) as follows:

KPA 1: Integrated Institutional Capacity for DRM
KPA 2: Disaster Risk Assessment (DRA)
KPA 3: Disaster Risk Reduction

KPA 4. Disaster Response and Recovery

PE 1: Information Management and Communication
PE 2: Knowledge management

PE 3: Funding

The location of the function in the municipal sphere must be given careful consideration as
contrary to popular thinking, it is neither a line function nor an emergency service. It must be
seen as a management function within the municipal arena. For it to fulfil its responsibilities, it
must be located closest to the highest level of decision making and should be able to cut across
municipal departments.

The disaster management unit within the Disaster Management Centre has a duty to coordinate
all disasters or major incidents threatening to occur or which occurred in the area of the district.
It further has a responsibility to advocate for integration and streamlining of DRR in all planned
and existing municipal programmes and initiatives. The Centre further has a duty to

(a) specialise in issues concerning disasters and disaster management in the municipal area;
(b) promote an integrated and coordinated approach to disaster management in the
municipal area, with special emphasis on prevention and mitigation, by-

(i) departments and other internal units within the administration of the municipality,
and, in the case of a district municipality, also by departments and other internal
units within the administration of the local municipalities in the area of the district
municipality:

(i) all municipal entities operating in the municipal area; and

(i) other role-players involved in disaster management in the municipal

(c) act as a repository of, and conduit for, information concerning disasters, impending
disasters and disaster management in the municipal area:
(d) act as an advisory and consultative body on issues concerning disasters and disaster
management in the municipal area for -
(i) organs of state and statutory functionaries;
(ii) the private sector and non-governmental organisations; and
(iif) communities and individuals;
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(e) make recommendations regarding the funding of disaster management in the municipal
area, and initiate and facilitate efforts to make such funding available;
(f) make recommendations to any relevant organ of state or statutory functionary-

() on draft legislation affecting this Act, the national disaster management framework
or any other disaster management issue;

(i) on the alignment of municipal legislation with this Act. The national disaster
management framework and the relevant provincial disaster management
framework; or

(i) in the event of a local disaster, on whether a local state of disaster should be
declared in terms of section 55;

(g) promote the recruitment, training and participation of volunteers in disaster
management in the municipal area;
(h) promote disaster management capacity building, training and education, including in
schools, in the municipal area;
(i) promote research into all aspects of disaster management in the municipal area;
(i) give advice and guidance by disseminating information regarding disaster management in
the municipal area, especially to communities that are vulnerable to disasters;
(k) exercise any powers and must perform any duties delegated and assigned to it in terms of
section 14; and
(I) assist in the implementation of legislation referred to in section 2(1) (b) to the extent
required by the administrator of such legislation and approved by the municipal council.
(2) A municipal disaster management centre may engage in any lawful activity in the municipal
area, whether alone or together with any other organisation, aimed at promoting the
effective exercise of its powers and performance of its duties.

The disaster management unit within the centre has a duty and obligation to implement the Act,
the O.R. Tambo Disaster Management Policy Framework and National guidelines. It has to also
guide municipal departments and Ntinga Development Agency on matters related to disaster
management and implementation of section 52 of the Act.

3.19.3 Targets for 2017/18

The centre within the disaster management unit had 19 targets to achieve during the previous
financial year of which 4 were institutional and 15 departmental. The unit has achieved most of
the targets and those it could not achieve were because of matters beyond the control of the
unit. These are the targets for the year:

1) Number of Disaster satellite office sites established.

2) Number of LM's covered by Disaster early warning system.

3) Percentage of fire and emergency incidents responded to within 30 minutes for areas within
a 50 kilometers radius.

4) Percentage of fire and emergency incidents responded to within 1 hour 45 minutes for
areas more than 50 kilometers radius.

5) Number of District Disaster Risk profiles approved by Council.
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6)
7
8)
9)

Number of Disaster risk Management plans developed.
Number of Disaster Community Awareness campaigns conducted.
Number of Disaster Management Framework reviewed
Number of annual Disaster Evacuation Drills & Exercises performed

10) Number of Institutional Disaster Management Plans developed

11) Number of Disaster Knowledge Management facilities established

12) Number Disaster Response storage Facilities established

13) Number of monthly site meetings conducted on the development of satellite office

14) Number of Communication Systems upgraded

15) Number of Information Management Systems integrated to existing system within the

Municipality

16) Number of fire awareness campaigns conducted

17) Number of vehicles purchased.

18) Number of Fire Fighting equipment purchased

19) Number of services equipment and shelter facilities established

3.19.4 Challenges

The Centre has experienced serious challenges in relation to how its role is perceived by
municipal departments. This has been exacerbated by the placement of the function within the
administration of the municipality contrary to section 45 of the DM Act. The Centre has faced
difficulties in:

Integration of DRR in municipal programmes, projects and initiatives, thus limiting how
these contribute in sustainable development.

In adequate support in ensuring that effective structures are supported in entrenching DRR
and mitigation across the district.

In adequate funding to invest in DRR, response and recovery and disaster mitigation
activities.

Streamlining of disaster management in municipal departments.

Inadequate physical resources to support the function.

100% vacancy in the second layer of leadership in the unit resulting in crucial programmes
and projects being poorly coordinated.

3.19.5 Recommendations

Filling of critical posts for Programme Managers within the section.

Reporting of the Centre directly to the Municipal Manager in line with the O.R. Tambo
Disaster Management Policy Framework and section 45 of the DM Act.

Restructuring of budget votes with key areas of performance in line with supporting policy 4
to the O.R. Tambo Disaster Management Policy Framework.

Purchase of customised response vehicles for all five satellite offices and the main office.
Provide staff with job orientated car and cellphone allowance than the general arrangement.
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7.
8.

Fill all vacancies to create stability and job security thus increase motivation and
commitment to the job.

Take all staff in the section on a psychosocial analysis at least twice a year.

Organise annual team building exercises.

3.20 Fire Services

Throughout history, fires have inflicted a heavy cost in human infrastructure, and damaged to
the environment in a manner capable of undermining socio economic development. The risk of
fire in South Africa is influenced by a variety of socio-economic factors notably the rising levels
of urbanisation which often result in the formal settlement comprised of shack built by highly
combustible material and in close proximity to each other which heighten the risk of fire in these
areas. The danger posed by fire to human lives, infrastructure and the environment has been
demonstrated by some of the major fire that humanity has experienced over the years. The
service operates under four key performance areas which narrated as follows:

Fire Operations involve rendering of rescue; administration and emergency functions. This
includes all day to day operations of the unit and all its four satellite fire stations.

Fire Prevention which focuses on the application of legislation on prevention, mitigation
and reduction of fire risks. It includes evaluation and analysis of building plans, advisory
services, risk analysis and compliance inspections to buildings.

Training sub unit involves undertaking in house trainings, simulations, drills and exercises.
It also encourages readiness of equipment and personnel to deal with and respond to
reported fire or other incidents requiring role of the service.

Fire Public Information, public education & public relations (PIER) focuses on fire
prevention through the engagement of communities, the private sector and other key role
players. The sub unit also actively participate and facilitate operation and establishment of
FPAs (Fire Protection Association).

Legislative Background

Constitution of SA,

Fire Brigade Services Act 99 of 1987,

SANSs 10090 - Community Protection against Fire,
SANs 0400 - Building Regulations

National Veld Forest Fire Act 101 of 1998

Targets for 2017/2018

1. Percentage of fire and emergency incidents responded to within 30 minutes for areas within a
50 kilometres radius

2. Percentage of fire and emergency incidents responded to within 1 hour 45 minutes for areas
more than 50 kilometres radius

3. Number of fire awareness campaigns conducted

4. Number of vehicles purchased.
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5. Number of Fire Fighting equipment purchased
6. Number of services equipment and shelter facilities established

Challenges

- Personal protective clothing as a question of compliance is not procured yet,

- Fire reservist are not yet activated formally,

- Our SDBIP does not talk to fire prevention as it is our mandate to prevent fire incidents from
happening,

- The existing budget does not accommodate fire prevention projects,

- Shortage of staff,

- Shortage of fire-fighting equipment including vehicles,

- Fire service is operating without Bylaw and fire prevention tariffs in place.

Recommendations

- Intervention is required on the issue of PPC since it has a potential of exposing he DM to
litigations,

- Formalise the appointment and use of fire Reservist in line with HR policies and legislation,

- Indicators in the SDBIP should reflect focus on all key performance areas of the service,

- Key posts should be filled to increase capacity of the unit and the disaster management
centre,

- Purchase of high capacity and heavy-duty equipment to assist in tall buildings fires,
HAZMAT and aircraft fire risks, and

- Support of Review, improve and implementation of By Laws by the administration and
Council.

COMPONENT H: SPORTS AND RECREATION
3.21 Sports, Recreation, Arts, Culture & Heritage

3.21.1 Arts, Culture and Heritage

Culture has been recognised as being fundamental to the social and economic
development of the country. The government s policy for local arts, culture and heritage
need to be seen overarching context of building a just and equitable society where
citizens are enabled to enjoy the social and economic benefits that flow from access to
and participation in culture.

The aim of the unit is to develop and preserve ORTDM culture to ensure social

cohesion and nation-building. It strives for arts, culture, and heritage sector contributing
to sustainable economic development, influencing partnerships.
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3.21.2 Legislative Framework

e The Constitution of South Africa, 1996

¢ National Heritage Council Act (No. 11 of 1999)

e National Art Council Act 1997, (No. 56 of 1997

o National Resources Act (No. 25 of 1999

e  Culture Promotion Act (No. 35 of 1983)

o National Library of South Africa Act (No. 92 of 1998)
e  White Paper on Arts, Culture and Heritage, 1996

¢ National Film Strategy, 2014

3.21.3 Functions of the Unit

o The unit is responsible for the co-ordination, facilitation, assistance and support to the LMs,
sectors, stakeholders and individuals. It also facilitates, implement the development of
Artistic, Cultural, and preservation of Heritage within the district municipality

e To provide support to associations of artists and to individuals involved in artistic and
cultural activities

e To promote cultural interaction among different cultural components within the district.

e To encourage the development of a dynamic arts and culture sector

o To preserve and foster cultural values both at individual and collective levels

3.21.4 2017/2018 Financial Year Plans/Activities

e Paving landscaping of Mhlontlo Heritage Site

e National Arts Festival

e Macufe

e ORTDM Choral Choir Music Festival

e ORTDM Cultural Carnival

e ORTDM Film Training

e Dance and Drama Workshop

e Paving and landscaping of Ingquza Hill Heritage Site

3.21.5 Success Stories

e ORTDM Choral Choir Music Festival held on the 14&15 October 2017 in Mthatha at O.R.
Tambo Southernwood Hall.

e ORTDM Cultural Carnival was held on the 28 October 2017 from Mthatha Community Arts
Centre (Richardson Park) to Queens Park

e ORTDM Film Training was held in Port St Johns from the 29" October to the 2" November
2017

e Dance and Drama Workshop was held in Port Elizabeth (Opera House) from the 19™ -22™
March 2018, 5 artists from the local municipalities attended the workshop.
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e The unit assisted in paving and landscaping of the battlefield site at the bottom of the hill
where the 1960 Pondo people were massacred

e Bethusile Mcinga was also assisted with his new album launch at ORT Hall in
Southernwood

e The unit assisted Lusanda Mcingas new recording album in King Williams Town

e It also assisted 8 ORTDM Writers, 10 Crafters, St Johns College (KSD LM), Tembelani
Drama Group (Nyandeni LM) to participate in the National Arts Festival 2017

e The unit transported and accommodated 5 ORTDM Visual Artists to the MACUFE 2017

e Siyakhana Choral Group was assisted by the unit to release their 1% recording album which
was recorded in Durban.

e It assisted Mthatha Praise and Worship Singers to participate in the Eastern Cape Gospel
Extravaganza where they won a recording deal amounting to R90 000,00.

3.21.6 Challenges

e Shortage of human resource

e Shortage of office space

e Shortage of office equipment/ working tools

e Lack of cooperation from LMs

¢ Insufficient budget

e No alignment of programmes between the LMs, District and DSRAC.

3.21.7 Recommendations

e  One Development Officer is needed

o At least one office is required

e Working tools such as printer with cartridges and video camera are needed.
e Enough budget is required

e Good alignment between the LMs, ORT and DSRAC is needed.

2018/2019 FINANCIAL PLANS/PROGRAMS

e Galvanised fencing of Mhlontlo, Ingquza Hlill and SS Mendi Heritage sites
e Purchase film equipment for ORT Film Office

e Coffee Bay Cultural Heritage Festival 2018

e  Construction of Monument at Qokolweni site

e Paving of Isinuka Heritage site

e Cultural and Creative Industries Federation of South Africa (CCIFSA) outreach/roadshows.
o  Fine Art Exhibition

o  Gospel Festival 2018

o Film Makers Study Tour in Durban

o Film Makers training and workshop

e National Arts Festival and Macufe
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COMPONENT |: CORPORATE POLICY OFFICES AND OTHER SERVICES
3.22 Executive and Council

The Executive arm of the municipality is politically headed by the Executive Mayor and
administratively by the municipal manager. The District municipality is a non-delegated
municipality with the Municipal Manager serving as the accounting officer and advisor to the
Executive Mayor. The Executive Mayor has the power to elect a Mayoral Committee, which
serves as an executive committee of council, to advise the Executive Mayor on executive
decisions. The Mayoral Committee is made up of political Members of the Mayoral Committee
(MMCs) which are equivalent to the number of executive departments within the municipality.
The Executive Mayor reports to Council on all executive functions subsequent to Mayoral
Committee meetings.

The Council is the legislative arm of the municipality which is headed by the Council Speaker.
The legislative arm houses councillors which serve on different oversight committees. The
legislative arm has section 79 committees which are politically headed by chairpersons and
these serve as oversight committees to legislative departments. The legislative committees
report to and compile reports to council on their oversight function. The legislative arm also
houses the Office of the Chief Whip, which impartially takes care of all interests of political
parties serving in council.

3.23 Financial Services

Financial services are performed under the Budget and Treasury Office which is headed by the
Chief Financial Officer. The department is responsible for revenue collection, expenditure
management, asset management and supply chain management. This department has a
vacancy rate of 44%. Staff compliment as the end of June 2018 for this department is a
depicted in the table below:

[\[o} of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

187 105 82 44%

The financial performance of this department is shown in the table below:

2017/18

Adjustment Actual Variance
Budget Budget

Details Original Budget
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Operating R R R R
Expenditure | 141,590,116.00 | 142,169,729.75

Capital R 70,360,165.00 | R 65522,395.00 | R R
Expenditure

3.23.1 Debt Recovery

Debt Recovery

R.00

Details of 2016/17 Financial Year 2017/18 Financial Year 2018/19 Financial Year

the types

of Actual Proportion Billed Actual Proportion Estimated Estimated

account  Accounts  of in for of outtum proportion

raised billed in accounts Year accounts accounts for of

and year value billed in value accounts accounts

recovered billed that year billed that to be billed that
were were billed were
collected collected collected
in the year CD)
(%)

Water and

Sanitation

3.23.2 Revenue Collection

With regards to municipal revenue, water supply remains a viable cost recovery mechanism and
a primary source of revenue. Insufficient collection of revenue affects the growth of the
municipal budget adversely hence the introduction of cost recovery measures. The
aforementioned cost recovery measures will be enhanced by the review and development of
financial policies that are to be tabled to Council for adoption.

In the quest to catapult revenue collections, a Revenue Enhancement Strategy was introduced,
launched and implemented in all five local municipalities. The purpose of the initiative was to
invite all rate payers to join in arms with the municipality, in surmounting their debt owed to the
DM, while also introducing and incentivizing a culture of rate paying. The initiative saw much
success with revenue collections improving by 11% from the 2016/17 financial year.

The department has sought for alternative sustainable sources of revenue generation to boost
the municipality’s cost recovery mechanisms; to reduce reliance on grants; and improve budget
growth. The department has utilized high-earning investments, with an amount of R50.9million
reported in returns. The District managed to raise R12million more from what was raised in the
2016/17 financial year.
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3.23.3 Expenditure and Liability Management

Expenditure and Liability management is the responsibility of the accounting officer of the
municipality, the Municipal Manager. Upon the instance where a municipality incurs
unauthorized, irregular or fruitless and wasteful expenditure; the municipality must investigate
the cause and hold a person responsible. According to section 32 of the Municipal Finance
Management Act, the municipal council must elect/nominate a council committee to investigate
the unauthorized, fruitless and wasteful expenditure.

OR Tambo currently sits at an inflamed amount of unauthorized, irregular or fruitless and
wasteful expenditure, which has been historically accumulated since time immemorial. The
accumulation of this amount is the reason the 2017-2022 council elected a council committee to
investigate the deliberate or negligent authorization of a fruitless and wasteful expenditure.

The Committee presented a report to Council with the recommendations that some of the
transactions should be condoned on the fact that there was value for money and the services
were rendered. The committee then tabled the report to Council and the Council approved the
condonement. In its approval the Council further requested the Committee to continue with
further investigations of the remainder of the balance as well as the current irregular
expenditure.

Irregular expenditure in the District is the result of the implementation of programmes and
projects for water services and one of the major contributor is the agreement between the
Municipality and Amatola Water Board which was crafted in line with the PFMA but does not
comply with the MFMA. Moreover, the other major contributor is the use and mis-interpretation
of Regulation 32 of the SCM Policy. Management is working tirelessly to regularize the contract
of Amatola Water whilst it had taken a decision to discontinue utilizing Regulation 32 of the
MFMA based on the challenges encountered.

3.24 Corporate Services
Human resources functions in the District are performed under Corporate Services Department.

This department is the second with a high vacancy rate of 79%. Staff compliment as the end of
June 2018 for this department is a depicted in the table below:

[\[o} of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

431 82 341 79%

The financial performance of this department is shown in the table below:

2017/18

Original Budget | Adjustment Variance
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Operating R R R R
Expenditure 111,823,437.00 112,754,026.12

Capital R 1,900,000.00 | R 2,150,000.00 |R R
Expenditure

3.25 Legal Services

There is an in-house legal service department which is functional. It supports other Local
Municipalities within the district. There are legal advisors in some of the Local Municipalities, like
Nyandeni, Ingquza Hill and King Sabata Dalindyebo Local Municipalities, whilst others do not
have legal advisors and rely on external legal service providers (consultants).

The District through legal services unit managed to reduce the number of litigation by 44%. This
demonstrate improvement from the percentage reduction of 25% in 2016/17 financial years.

The challenges identified are:

e Failure to respond to legal advisors’ enquiries into matters arising from litigation;

¢ Non-compliance with legislative provisions;

e Binding the municipality without first soliciting legal opinion;

e A need to enhance the Human Resource Capacity of the Department in line with the
proposed staff structure;

e Insufficient funds voted for operations and defence of litigation against the municipality;

e Exclusion of legal advisors in critical decision making processes, resulting in legally
unsound decisions susceptible to legal challenges; and

e Poor corporate governance and due diligence by other departmental heads, resulting in
poor decision making and dumping of overripe and non-defendable litigation matters at
legal services.

o Overall, the units are not capacitated and lack capabilities and are unable to represent the
institutions in the High Courts

3.26 Oversight for Service Delivery
The Legislative Services Department acts as the legislative arm of the municipality by being the
home of the District Municipality Council. The Council is the highest decision making body within

the municipality and remains independent to the executive arm.

One of the instrumental role(s) the Legislative Department plays is that of municipal oversight in
all service delivery initiatives implemented by the executive.

This department has a vacancy rate of 17%. Staff compliment as the end of June 2018 for this
department is a depicted in the table below:
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[\[oR of
No. of Posts Filled Vacancies

Vacancy
rate

Posts
59 49 10 17%

The financial performance of this department is shown in the table below:

2017/18
.. Adjustment Variance  to

Original Budget Budget Budget
Operating R 58,394,821.00 | R 68,899,360.55 | R 68,899,361.00 | -R 0.45
Expenditure
Capital

_ R 1,000,000.00 | R 1,000,000.00 |R 1,000,000.00 |R 0.00

Expenditure

The department is segmented into numerous oversight committees that are answerable to
Council. The role of the committees is to ensure:

o Policies are implemented and adhered to;

e Budget is adequately allocated and utilized:;

e Executive departments carry out their mandate as prescribed; and
e Service delivery and accountability are uncompromised.

The Municipal Public Accounts Committee (MPAC) remains at the helm of oversight and
accountability with a mandate to ensure good governance in the municipality. The committee
has legislated sittings that summon executive departments to account on the implementation of
programs in a manner that is consistent with the approved municipal plans, allocated budget
and legislation (and circulars). All executive departments are answerable to the MPAC and each
department is invited at least once a month to account on the departments activities of the
preceding month.

Every single executive department has a portfolio committee which is headed by a political
head. Each portfolio committee sits every single month with the departmental head to decipher
on programs, projects and matters relating to the department. The committees play an oversight
role by making sure that the department adheres to and plays its role in the quest of delivering
on services par excellence.

Every department has a role of doing physical verification of programs and projects. These
projects are picked at random and/or when the need warrants a visit for verification. This
happens throughout the year when committees go on site visits to verify the authenticity of
implemented projects and programs. Physical verification remains the most credible oversight
mechanism as it allows for greater stakeholder involvement.

The following table illustrates the projects that were physically verified by the MPAC
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Table 55: Physical Verification of projects by MPAC

Project Flndlngs/. : Complaints by Corrective Measure
Communities
Flagstaff Communities wanted the project to be | ORTDM installed generators as
Treatment fast tracked an interim measure whilst awaiting
Woks Electrification from ESKOM
Port St. Johns Poor performance of the Contractor | The contract was terminated , a
was raised new contractor has been
appointed and is currently on site
Upper Communities wanted the project to be | The department has appointed the
Mhlahlana fast tracked Consultant and has started with
Treatment the designs
Woks
Mganduli Waste | Damages were identified on the plant Department is busy with the
Water assessment of the extent of
damage to quantify the amount of
work to be done

The legislative department has an inescapable mandate to ensure stakeholder relations are
always maintained and enhanced through public participation. The petitions unit has a role of
going to communities and dealing with petitions handed in to the Council Speaker’s office.
Petitions generally raise administrative concerns that emanate through communities concerns in
service delivery. The petitions unit relays the concerns to the relevant departments, which then
get responded to and provide a way forward in solving concerns raised.

The department has also held two Open Council with the theme ‘Taking Council to the People.’
The role of the Council was to go to a community and hold Council in a transparent and
accountable fashion. During the Council, petitions that were handed in were dealt with, and an
open dialogue session opened with members of the public being able to raise questions and
have them answered.

3.27 Monitoring, Reporting and Evaluation
Monitoring, Reporting and Evaluation unit is under the Office of the Municipal Manager which is
led by the Director together with other functions such as Risk Management, Legal Services,

Integrated Development Plan, Intergovernmental Relations, Communications and the
management of the Municipal Managers office.
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This department has a vacancy rate of 30%. Staff compliment as the end of June 2018 for this
department is a depicted in the table below:

No. of
No. of Posts Filled Vacancies

Vacancy
rate

Posts
44 31 13 30%

The financial performance of this department is shown in the table below:

2017/18

Adjustment Variance to
Budget Budget

Details Original Budget

Operating

. R 62,131,071.00 | R60,012,429.71 | R 60,012,430.00 | -R 0.29
Expenditure

3.27.1 Monitoring, Reporting and Evaluation

The performance management system in ORTDM is driven by a Performance Management
Policy/ Framework that was developed and adopted by the Council together with the Budget
related policies in May 2017. This policy framework provides an overarching framework for
managing performance in the ORTDM.

In order to drive the Policy and processes, a Performance Management Unit was established
within the Office of the Municipal Manager. The Performance Management Unit is responsible
for the coordination of the performance management cycle, namely, planning, monitoring,
measurement, analysis, review and reporting.

Integrated development planning is the start of the performance management cycle and the
successful implementation of such is driven through the Service Delivery and Budget
Implementation Plan (SDBIP).

Management is held accountable for municipal performance through their Performance
Agreements.

The ORTDM reports on performance formally every quarter through their Quarterly
Performance Assessments Reports. A mid-year performance report as well an Annual

Performance Report which forms part of the Annual Report are published on an annual basis.

All planning and reporting documentation as well as the Sec.54 and 56 managers’ Performance
Agreements are published on the ORTDM website.
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For the first time, the ORTDM took a management decision to introduce the Individual
Performance Assessments for the Section 56 Senior Managers in compliance with relevant
legislative and Policy Framework regulating the implementation of Performance Management
System (PMS). In previous years the ORTDM has been focusing only on monitoring Institutional
Performance which measures performance against set targets in the approved Service Delivery
and Budget Implementation Plan (SDBIP). The Mid-year assessments for individual section 56
Senior Managers which included first and second Quarter performance was therefore scheduled
and conducted on the 4th and 5th of July 2018. The assessments were used to provide a
coaching and capacitation platform between the Municipal Manager and Senior Managers
directly accountable to him, and to prepare the institution for a formal and fully compliant annual
performance assessment as provided by the relevant legislation and policy framework.

Plans for the 2018/2019 Financial Year

The five-year objective for performance management is to ensure district wide coordination of
implementing, monitoring and evaluation of the IDP. One of the outcomes of this is the
achievement of a clean audit opinion on pre-determined objectives. Notwithstanding the above,
our main outcome will always be the improvement of performance of the ORTDM.

In order to meet our objective and ultimately our outcomes, the ORTDM will concentrate on the
following initiatives for the 2018/19 financial year:

¢ Implementing an electronic performance management system;

e Evaluating performance of Sec. 54 and 56 managers at least twice per annum in
accordance with the MSA Performance Regulations;

e Training and capacity building for Councillors and staff; and

e Various change management initiatives.

3.27.2 Municipal Reporting

The Performance Management Unit has made a concerted effort in strengthening the
compliance culture within the institution. The unit introduced various forms of reporting
mechanism for information sharing within and across departments in the municipality.

Reporting templates were given to departments to factor in information on programs as per
SDBIP, so that service delivery targets are constantly worked on. Section heads are to sit with
their subordinates on a weekly basis, so as to share information; while Directors sit with section
heads on a monthly basis. The meetings with Directors are formal, and the filled in reporting
templates are to be sent to the PMS unit for monitoring and evaluation monthly.

Performance Management Systems Platforms

According to section 83(2) of the Municipal Structures Act 117 of 1998 ‘functions and powers (1)
must be divided in the case of a district municipality and the local municipalities within the area
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of the district municipality...” The district municipality in subsection (3) is mandated ‘to seek to
achieve the integrated, sustainable and equitable social and economic development of its area
as a whole by, building the capacity of local municipalities in its area to perform their functions
and exercise their powers where such capacity is lacking.’

The OR Tambo District Municipality sought to foster cordial relations with its local municipalities,
with the aim to amicably debunk compliance issues. The district together with its local
municipalities established platforms in which challenges and success stories are shared, with
the aim to support one another.

The platforms discuss notions related to municipality’s functions and powers, compliance
(including mSCOA), having credible IDPs and SDBIP such that functions are not duplicated
between the district and local municipalities. The platforms forge ways of dealing with and
mitigating risks, for which the risk register remains of paramount importance.

3.28 Internal Audit Services
There’s an in house Internal Audit function that is independent and that reports directly to the

Audit Committee with dotted line responsibilities to the Municipal Manager. Currently the
Internal Audit function has 9 staff members and 36% vacancy rate.

No. of
No. of Posts Filled Vacancies

Vacancy

rate
Posts

14 9 5 36%

Internal auditing is an independent, objective assurance and consulting activity designed to add
value and improve an organisation's operations. It assists an organisation to accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control, and governance processes.

The situation in the district is as follows:

e Nyandeni, Ingquza Hill, King Sabata Dalindyebo and Mhlontlo Local Municipalities have
functional internal audit functions, whereas Port St Johns Local Municipality, its Agency as
well as Ntinga OR Development Agency are fully supported by the District Municipality, as
the audits are performed by the District Internal Auditors;

e Audit committees in all the Local Municipalities are in place and functional;

e Ad-hoc support is provided to municipalities with functional internal audit units upon request
i.e. Nyandeni LM, KSD LM and Inqquza Hill LM;

e All municipalities in the district have been audited by the Auditor General for the financial
year;
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Furthermore, the District Municipality has since established a District Internal Audit Forum
during the 2016/2017 financial year, with the intention of convening with the local
municipalities on a quarterly basis for the purposes of information sharing.

Key challenges that have been identified in this area include the following:

audit issues identified are not attended to, audit action plans not fully implemented;
insufficient resources of Internal Audit Units;
recommendations made by Internal Auditors not fully implemented;

3.28.1 Management Audit Action Plan

A thorough analysis and understanding of the AGSA’s audit report and the causes of findings
informed the development of the “Management Audit Action Plan”, which has been summarised
into the “Strategic Audit Action Plan 2016/17 document. The document gives an overview of the
critical management and oversight actions necessary for the full implementation of the
Management Audit Action Plan.

Management has identified the following areas deserving strategic focus in the implementation
of the Management Audit Action Plan. These areas are:

performance of a Pre-Audit exercise by internal audit on all prior accounts and figures that
were qualified by the AGSA for audit by 30 June 2016 in order to minimise the impact of
gualification on the restated 2014/15 figures;

implementation of internal controls for identification, recording and reporting of irregular
expenditure for the 2014/15, 2015/16 and 2016/17 financial years.

Review and updating of the contracts register to enable accurate reporting of commitments;
advising Council by 31 January 2016 on the establishment of a committee of council to
investigate irregular, unauthorised and, fruitless and wasteful expenditure for the purposes
of recovery, or write-off;

establishment of Section 32 Ad-hoc committee during 2016/17 for investigation of irregular,
unauthorized, fruitless and wasteful expenditure for the purposes of recovery, or write-off;
Investigation and recommendation for recovery and/or write-off of irregular, unauthorized,
fruitless and wasteful expenditure during 2016/17 financial year;

review, updating and documentation of internal control processes (procedure manuals) for
all key processes of the Municipality, followed by a change management process to ensure
the attitude of council, management and staff on internal controls is transformed,
implementation of a compliance monitoring functioning within departments coordinated by
the Municipal Manager’s office and the review of the 2016/17 SDBIP and implementation of
corrective measures immediately after the approval of the budget adjustment by Council;
council adoption of a stringent process for monitoring the implementation of the
management audit action plan and consequence management in the event of failure to
implement. The MAAP is a standing item of MANCO, Audit Committee and MAYCO; and
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e departments to exercise strict asset management controls and accountability of assets
under their custody, and Head of Departments to lead this process for their respective
departments.

An AG report has been issued for the municipality with one qualification item and emphasis of
matter. A Management Audit Action Plan has been developed to address the qualification
matter and the emphasis of matter. The action plan was submitted to Council, together with the
Annual Report at the Council meeting of 28 January 2017.

3.28.2 Audit Committee

The district municipality has a functional Audit Committee. The committee has skills to address
financial matters, audit matters, performance management issues and legal issues. The
functions of the Audit Committee are performed within the parameters of the Council-approved
Audit Committee Charter. The Charter was approved in 2017. The Audit Committee sits once a
guarter and its reports are submitted to Council at the end of each quarter.

The following table (Table 68) summarises the status of audit committees in the DM and the five
LMs in the District:

Status of Audit Committees

Name Of The Organization Audit Committee Status

Ntinga O.R. Tambo Development Agency Committee is in place

Port St Johns Local Municipality Committee is in place

King Sabata Dalindyebo Local Municipality Committee is in place

Ingquza Hill Local Municipality Committee is in place
Nyandeni Local Municipality Committee is in place
Mhlontlo Local Municipality Committee is in place

Table 69 below summarises the status of the internal audit function in the DM and the five LMs
in the District:

Status of Internal Audit Function

Name Of The Organisation \ Internal Status

Shared with District Municipality i.e. fully supported by the
District Internal Audit unit
Shared with the District Municipality i.e. fully supported by the
District Internal Audit unit
Port St Johns Development Agency Shared with the District Municipality i.e. fully supported by the

Ntinga O.R. Tambo Development Agency

Port St Johns Local Municipality
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Name Of The Organisation Internal Status

District Internal Audit unit

Ki ta Dali Local Municipalit : : . .
ing Sabata Dalindyebo Local Municipality basis and attendance of Audit Committee meetings

Inggquza Hill Local Municipality basis

Nyandeni Local Municipality basis and attendance of Audit Committee meetings

Mhlontlo Local Municipality

Audit Committee meetings)

3.29 Communications

Municipalities must ensure that they have a Communications Unit that empowers and
encourages citizens to participate in democracy and improve the lives of all. This should ensure
coherence of messages, open and extended channels of communication between the
municipality and the people towards a shared vision. The District Municipality has a
Communications Unit.

A District Communicators Forum (DCF) has been established and is functional, but a few local
municipalities are not consistent in attending DCF meetings. Issues pertaining to the
communication cluster are attended to by the relevant LMs. Communicators have been inducted
on the role that they need to play in their respective municipalities. A Communication Strategy
and Plan was approved by Council in April 2014. For the 2016-2021 term of Council, a
Communications Policy and Strategy has not yet been developed.

The district created the communication mechanism in partnership with Vodacom, Thetha-Nathi
that created an opportunity to enhance communication, and it addresses the issue of quick
turnaround times when it comes to complaints by residents.

The challenges that the Communication Strategy and Plan seeks to address are the following:

e non- centralised communications;

e communications units not sufficiently resourced in terms of Human Resources and finances
(communications units only have one official in the LMs);

e inconsistency in updating information in the municipal websites;

e negative perceptions in the Media;

e inconsistency in attendance of the DCF by some municipalities;

e lack of Corporate Identity;

e varying and inconsistent communication (internal and external);

e internal communication is not done properly;

e communication with external institutions that is poorly managed/channelled;

e service delivery communication to LM and communities;

e no clear communication between DM and LM councils (especially DM and LM council
decisions);
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e no proper coordination of communication in the district; and
e non-responsive Communication Strategy.

COMPONENT K: ORGANISATIONAL PERFORMANCE SCORECARD
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KPA 1: BASIC SERVICE DELIVERY AND INFRASTRUCTURAL DEVELOPMENT

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved

Budget
Allocation
17/18

Annual Annual
Target Actual
2017/2018 [ 2016/2017

Corrective Action
(To be specific

Annual
Actual
2017/2018

Indicator Baseline

Project

Performance
Assessment

with timelines)

targets)
1.ir’::52:it\)/2r50f P0O01 Marketing
and promotion of Fully
supported for public library R 577,500 4 2 4 2 STl N/A N/A
promotion of library services
services
Delays in the
A T o s | Thendctor i e
prog 9 . achieved in the first
conducted to P002 Early New New between service quarter of the 18/19
capacitate early Childhood R 665,500 Indicator 25 Indicator 0 provider and the DM Y as all formalities
childhood development halted progress h
ave been
development towards the concluded
practitioners achievement of the
indicator.
1. Number of P003 Coastal and Full
coastal and falls Falls Safety R 2,140,000 80 180 80 180 y N/A N/A
_ effective
patrollers recruited Programmes
Interactions with the
department of
Education were Root causes and
> Number of scanty. The DM had problems have
' P004 School to have interactions been identified, so
schools affected by safety and crime New New with schools directl the implementation
crime participating y . R 220,500 Indi 2 Indi 0 | h y f p il
in safety prevention ndicator ndicator so as to learn what of programs wi
programme the actual problems commence to
programmes .
were. The address specific
engagements took issues
longer than
anticipated
1. Percentage of
notifiable medical | PO05 Management Full
conditions of communicable R 540,000 100% 100% 100% 100% y N/A N/A
. . - . effective
investigated within diseases
24hrs of reporting
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Indicator

Project

Budget
Allocation
17/18

2017/18 Annual
Reason for
Deviation (For all
under achieved
and over achieved
targets)

Annual
Actual
2016/2017

Annual
Target
2017/2018

Annual
Actual
2017/2018

Baseline Performance

Assessment

Corrective Action
(To be specific
with timelines)

1. Percentage of
: P0O06 Waste o o o o Fully
reported illegal Management RO 100% 100% 100% 100% effective N/A N/A
dumps cleared
Two requests were
made for assistance
which the
department could
L. Number of an ovent wih people
sports and PO07 Sports and New New living witﬂ P
riﬁﬁir:;\\t/lgg rﬁﬁggﬁ\t/‘:g R 2,343,500 Indicator ! Indicator 9 disabilities and 24 N/A
supported athletes from the
PP District supported
with transport to
attend Two oceans
marathon in Cape
Town
2. Number of arts
’ PO08 Arts, culture
culture and " New New Fully
heritage initiatives and heritage R 1,590,000 Indicator 4 Indicator 4 effective N/A N/A
initiatives
supported
1. Percentage of P009 Disaster
households Impact Fully
i 0, 0, 0, 0,
_supported in Assessment and R 432,500 100% 100% 100% 100% effective N/A N/A
disaster affected .
Relief
areas
2. Number of
Disaster satellite P010 Disaster Fully
office sites satellite sites R 4,800,000 0 2 0 2 effective N/A N/A
established
3. Ncuowgfer dOL;M s P011 Disaster Fully
Disaster early Early Warning R 700,000 1 1 1 1 e N/A N/A
B System
warning system
1. Percentage of P012 Response
fire and emergency time to fire o o o o Fully
incidents incidents within R 1,740,000 100% 100% 100% 100% effective N/A N/A
responded to 50km
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2017/18 Annual

Reason for

Budget Annual Annual

Annual Corrective Action

Indicator

within 60 minutes
for areas within a
50 kilometer
radius.

Project

2. Percentage of
fire and emergency
incidents

P013 Response

Allocation
17/18

Baseline

Target
2017/2018 | 2016/2017

Actual

Actual
2017/2018

Performance
Assessment

Deviation (For all
under achieved
and over achieved
targets)

(To be specific
with timelines)

responded to time to fire Fully
Withiﬁ 1 hour 45 incidents with 100% 100% 100% 100% effective N/A N/A
minutes for areas more than 50km
more than 50
kilometers radius
1.Number of
partnership with P014 NGO's Fully
NGO's /CBOs /CBOs supporton | R 2,090,786 1 5 1 5 STl N/A N/A
established on HIV/AIDS
HIV/AIDS support
There was a
national policy
pronouncement for
2. Number of free education and The District will
leaners from poor Performance | 25 such the District reduce the intake
families financially | P015 Fi_nancial Aid R 7,040,000 172 92 112 66 not fully s_uspended the and devise means
supported to Assistance . intake of new to complement the
; effective . . .
access tertiary students in national policy
education anticipation that support
these will be
accommodated by
the new policy.
The total number
assisted included 21
3. Number of schools supported
schools supported through the star
to improve matric P016 Schools R 2,205,000 21 45 21 71 schools programme N/A
- Support .
results in the focusing on the
district historically best
performing in the
district as well as
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2017/18 Annual
Reason for

Budget Annual Annual NC . .
Indicator Project Allocation Baseline  Target Actual Annual 5o o once | Deviation (Forall - Corrective Action
17/18 2017/2018 | 2016/2017 Actual Assessment under achleyed (To bg spgcmc
2017/2018 and over achieved with timelines)
targets)
the 50 schools
supported through
the programme
focused on the
worst performing
schools in the
district.
4. Number of This is as a result of
individuals from _programmes
designated groups |mplemented n
empowered and PO17 Capacity New New Outstanding partgitrzmglwnh
capacitated Building for R5,348,714 Indicator 1900 Indicator 3728 performance stakeholders, N/A
(Youth, People vulnerable groups including AngloGold
living with Ashanti with the
disabilities, Elderly, career exhibition
Women & Men)
etc.
5. Number of
households P018 Poverty Fully
benefiting from Alleviation R 2,090,000 3511 3600 2027 3709 ’ N/A N/A
L A effective
poverty alleviation Initiatives
initiatives
6. Number of
towns included in
) P019 Town Fully
the cleanlpg and Landscaping R 500,000 9 9 9 9 B e N/A N/A
greening
programme
1. Number of
national and
internationally
aligned P020 O.R Tambo New New Fully
commemoration Month R 2,684,000 Indicator 9 Indicator ° effective N/A N/A
programmes
implemented in
honour of O.R
Tambo
2. Number of P137 Nelson new New Fully
Nelson Mandela Mandela Day R 770,000 Indicator 4 Indicator 4 effective N/A N/A
ORTDM Annual Report 2017/18 126



Indicator

Day
events/initiatives
conducted

Project

Budget

Allocation
17/18

Baseline

Annual
Target

2017/2018 [ 2016/2017

Annual
Actual

Annual
Actual
2017/2018

1. Number of
houses built for

P021 Social Relief

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved

targets)

Corrective Action
(To be specific
with timelines)

Engineer was

appointed during the
third quarter and the

processes of
geotech and home

The houses will be
built inlst quarter of
2018/19. Consumer
education has been
done and

destitute in Honour Housing R 2,424,460 7 18 5 3 enrollment are contractors have
of O.R. Tambo lengthy which has already been
Centenary delayed the actual introducgq to the
processes of communities and
construction construction has
commenced
2 Number o e
housing units for Delays in
Adam Kok farm P022 Adam .KOk R 3,200,000 0 9 0 0 appointment of the target of the Olst
workers Farm Housing contractor quarter of 2018/19.
constructed The contractor is
already on site.
Insufficient Funding
as the Department | The outstanding 01
had estimated Temporal Shelter
3. Number of Performance funding for 08 units has been included
temporal structures P023 Temporal R 600.000 New 8 New 7 not full of temporal shelters in the 2018/19
distributed within Structures Indicator Indicator effective but contractor budget and will be
ORTDM contract amount provided during the
allowed for 7 first quarter of
shelters to be 2018/19.
erected.
1. Number of
District Human
Settlements P024 District New New Fully
Strategies Housing Strategy R 250,000 Indicator 1 Indicator 1 effective N/A N/A
submitted to
Council
1. Percentage of P025 Landfill Fully
waste recycled Management RO 15% 20% 15% 20% effective N/A N/A
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Indicator

Project

Budget

Allocation
17/18

Baseline

Annual
Target
2017/2018

Annual
Actual

2016/2017

Annual
Actual
2017/2018

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved
targets)

Corrective Action
(To be specific
with timelines)

1. Percentage of
MIG projects which
comply with N/A RO e 1 a00% | N 1000 e N/A N/A
environmental
regulations
P026 Alignment
1. Number of Local and coordination
Municipalities with |  of RAMS with | R 2,931,000 Ingi'g;‘{or 5 mg:g;‘;or 5 eff e“C'R’V . N/A N/A
roads assessed SANRAL
programmes
The construction is
) proceeding on site,
The construction the benefits of work
started late, since it o
2. Km of new P027 Non- . . ; opportunities
sidewalks motorised R 1,032,500 l\!ew 2km New Okm is labour intensive seems to outweigh
e Indicator Indicator methods by their
constructed transport nature it takes the consequences
longer than normal of co_mpletlng the
project late by
community
3. Number of km's
of roads upgraded P028 R(_)ads 2km 0 2km Okm N/A N/A
surfacing
(surfaced)
The budget was not The plan is to
enough to do gravel | complete designs in
4. Number of km's R 8,200,000 and surface roads, the third quarter of
of roads uparaded P029 Roads 5Kkm 6km 5Kkm okm the decision was to 2018-19 and
(unsurfgge d) unsurfacing do gravel roads as | advertise in May 19
they needed less so the contractor
effort than surfaced | may start in July 19
roads with construction
4. Percentage
completlon of the P030 District
designs for the Disaster Full
establishment of R 1,000,000 0 100% 0% 100% y N/A N/A
. Management effective
the Disaster
Centre
Management
Centre
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2017/18 Annual

Reason for

Budget Annual Annual NC . .
Indicator Project Allocation Baseline  Target Actual Annual o o ance | Deviation (Forall - Corrective Action
17/18 2017/2018 | 2016/2017 Actual Assessment under achieved (To be specific
2017/2018 and over achieved with timelines)
targets)
The District has
appointed Service
No Blue Drop Providers to
Assessments were undertake Blue
undertaken this year | Drop Support and
1. Blue drop status P0O31 Water 4 FEETTEIEE by DWS, however capacity building of
. . 6% 70% 46% 55% not fully o
compliance Quiality (Blue Drop) effective the municipality has WSA to ensure
R 525,000 appointed a service state of readiness
provider to conduct whenever the
tests department will
conduct
assessments
2. Number of
SANS 241 analysis | 052 SANS 241 1 1 1 1 iy N/A N/A
analysis effective
conducted
The District has
appointed Service
No Green Drop Providers to
Assessments were undertake Green
P033 Effluent Performance undertaken this year | Drop _Supp.or'g and
e don | cuy@reen | Rszsooo |z | s | aew |z | Cmtmlly | [YDWS howeter | capaciy bung o
Drop) effective . . >
appointed a service state of readiness
provider to conduct whenever the
tests department will
conduct
assessments
The service provider
1. Number of was appointed on The tank bid is then
indigent time but could not divided in quarters
households . deliver tanks as it and will be
supplied with tanks PO‘:’:‘ Ram_water R 1,050,000 150 250 100 40 declared to have no advertised on
arvesting . . .
and gutter for capacity, The quotation basis
rainwater service provider only during the first
harvesting delivered 40 out of quarter of 2018/19
250 tanks
129
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2017/18 Annual

Budget Annual Annual Reason for , ,
Indicator Project Allocation Baseline  Target Actual Annual o o ance | Deviation (Forall - Corrective Action
17/18 2017/2018 | 2016/2017 Actual Assessment under achleyed (To bg spgcmc
2017/2018 and over achieved with timelines)
targets)
2. Number of
purified mega liters
PO35 Water R Fully
of water carted and - 150 150 189 150.1 - N/A N/A
delivered to Carting 65,000,000 effective
communities.
3. Number of
hclnzg:agrfglfjs P036 Free Basic Fully
) Water & Sanitation | R 1,155,000 | 153000 153000 153000 153000 : N/A N/A
receiving free . effective
; Services
basic Water &
Sanitation Services
The project had
4. Perce_ntage budget adjustments
completion of P037 Coffee Bay ) . )
hase 3 for Coffee Reaional Water R Performance that was pending The project will be
P By Regiond 9 Supply 15115337 | 65% 100% 65% 83% not fully from COGTA which | accelerated in the
Water Supply Scheme(RWSS) effective tOOka?gtee STheeand new financial year
Scheme(RWSS) . )
implementation
6. Percentage I
completion of P039 Libode and mg?éﬁ;?\'/mmﬁé
Libode and Nggeleni Corridor R 30% 45% 48% 55% District was resolved N/A
Nggeleni Corridor | Bulk Water Supply | 48,449,790
hence the program
Bulk Water Supply Scheme(WSS) catapulted broaress
Scheme(WSS) P prog
7. Percentage
completion of P040 Upper R o o New o Fully
Upper Mhlahlane1NS 12,000,000 80% 99% Indicator 100% effective N/A N/A
MhlahlanelNS
8C6I:ner|(;?ir(1)tr?%$ P041 Mangxamfu New Performance The reservoir linin Contractor was
Man xgmfu Water Water Supply R 3,501,454 80% 100% Indicator 80% not fully was vandalised 9 awarded to rectify
9 Phase 2 effective the damage.
Supply Phase 2
9. Per_centage P042 Port St The cqntractor was
completion of Port . appointed earlier
St Johns Regional J\?\;‘aﬁerggloTal R 0% 15% New 220 than anticipated and N/A
Water Supply pply 18,046,626 0 ? Indicator 0 was able to work in
Scheme Phases . .
Scheme Phases (Phase 5) the river earlier than
(Phase 5) anticipated
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Indicator

10. Percentage

Project

Budget
Allocation
17/18

Baseline

Annual
Target
2017/2018

Annual
Actual
2016/2017

Annual
Actual
2017/2018

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved
targets)
Vandalism of
schemes which
include damaging
critical parts, theft of
engines, drying of
water sources and

Corrective Action
(To be specific
with timelines)

The term contracts
for M&E are to be

functionality of P043 Functionality New New HEACIU 92 0or maintenance appointed as it
L y of existing water RO X 100% X 70% not fully P L pp
existing water Indicator Indicator . illegal connections takes long to
schemes effective
schemes are some of the procure parts
reasons why it's internally
difficult or
impossible to meet
100% target on the
schemes
Notice is to be
11. Percentage . Performance )
completion of KSD Plggs}égzepl. 35 751 906 65% 100% Ing:g;\;or 69% peginly Pociagircf)zrtrrr;i?gf o corﬁ;‘s:cetgrt?otrheoor
PIP: Rosedale e effective P
performance
12. Percentage
completion of KSD P106 KSD PI: o o o o Fully
PIP: Mganduli Mganduli Corridor R 4,000,000 88% 96% 88% 96% effective N/A N/A
Corridor
13. Percentage
: P107 KSD PI: R o o New o Fully
comple.tlo_n of KSD Libode 54,951,022 65% 95% Indicator 96% effective N/A N/A
PIP: Libode
14. Percentage The contractor was The site hand over
completion of P108 R New 50 New 0% aopointed late b has been done and
Rosedale Rosedale/Highbury | 107,286,927 | Indicator 0 Indicator 0 PP Y work has
. Amatola Water
/Highbury WTW commenced
15. Percentage
- . R New Fully
completlo_n of P109 Thornhill 42,222,222 91% 93% Indicator 96% B e N/A N/A
Thornhill
16. Percentage
completion of P110 Ntabasigogo New Full
Ntabasigogo Phase 3 Water R 217,113 95% 97% . 99% y N/A N/A
Indicator effective
Phase 3 Water Supply
Supply
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2017/18 Annual
Reason for

Budget Annual Annual NC . .
Indicator Project Allocation Baseline  Target Actual Annual o o ance | Deviation (Forall - Corrective Action
17/18 2017/2018 | 2016/2017 Actual Assessment under achieved (To be specific
2017/2018 and over achieved with timelines)
targets)
17. Percentage
completion of P111 Flagstaff Fully
Flagstaff Regional Regional Supply R 5,750,000 90% 97% 90% 98% effective N/A N/A
Supply Scheme Scheme Phase 3
Phase 3
18. Percentage
completion of P112 Flagstaff R New Fully
Flagstaff Regional Regional Supply 12,587,772 90% 97% Indicator 99% STl N/A N/A
Supply Scheme Scheme Phase 2
Phase 2
The contractor was
ted to add
19. Percentage r;eoqr:erst;,sources in
°°&T§§2?§ /°f T':%nzgu':;c;?tg{f\‘,g R 5,000,000 | 0% 20% 0% 100% S;rtfzmgr']r;% the implementation N/A
Tembukazi GWD and the project
performance
accelerated
20. Percentage The contractor was
completion of P122 Ndzondeni, requested to add
Ndzondeni, Bumanzi and Outstanding more resources in
Bumanzi and surroundings BD: R 2,500,000 0% 20% 0% 100% formance the implementation N/A
surroundings BD: REPLACE (Ward per and the project
REPLACE (Ward 28 GWD) performance
28 GWD) accelerated
21. Percentage Contractor
completion of KSD PlZSZIé?A[/)SWard 10 O()F:) 000 0% 80% 0% 95% performed better N/A
Ward 26 WS e than planned
22. Percentage The contractor was
completion of P124 Xurana and requested to add
Xurana and surrounds villages Outstanding more resources in
surrounds villages BD: REPLACE R 2,500,000 0% 20% 0% 100% erformance the implementation N/A
BD: REPLACE (Qunu Emergency P and the project
(Qunu Emergency Water Supply) performance
Water Supply) accelerated
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Indicator

Project

Budget
Allocation
17/18

Baseline

Annual
Target
2017/2018 | 2016/2017

Annual
Actual

Annual
Actual
2017/2018

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved
targets)

Corrective Action

(To be specific
with timelines)

23. Percentage
completion of P125 Upgrade the
Upgrade the existing water R Contractor
existing water supply at the 20.000.000 0% 80% 0% 97% performed better N/A
supply at the Mghekezweni e than planned
Mghekezweni village
village
The contractor was
24. Percentage requested to add
completion of P126 Spring R Outstanding more resources in
Spring protection protection in ward 10.000.000 0% 20% 0% 100% performance the implementation N/A
and cart water to 1 AR and the project
villages in ward 1 performance
accelerated
25. Percentage
completion of P127 Borehole Contractor
devBe?Smﬁt 0 de"e\'ﬁgﬁggm " | R5,000000 | 0% 80% 0% 97% petr:‘ormtled betéer N/A
than planne
Wards 6,14,15,17,19 & 28
6,14,15,17,19 & 28
26. Percentage
completion of P128 Mcobothini,
Mcobothini, Sidakwini and
Sidakwini and surrounds BD:
surrounds Bo: F::;'(;ﬁgf R 2,500,000 | 0% 20% 0% 100% r?;rtfztr"’r‘]z‘gr']r(‘:ge N/A N/A
(Borehole Development in
Development in Ward 14 (32)
Ward 14 (32) Manzimahle)
Manzimahle)
27. Percentage
completion of P129 Borehole Contractor
Borehole development R
development within | within PSJ Wards 14,500,000 0% 5% 0% 97% performed better N/A
PSJ Wards 3 and 3and7 than planned
7
28. Percentage P130 Borehole R Fully
completion of development 10,000,000 0% 95% 0% 9% effective N/A N/A
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Indicator

Project

Budget
Allocation
17/18

Baseline

Annual
Target
2017/2018

Annual
Actual
2016/2017

Annual
Actual
2017/2018

Performance
Assessment

2017/18 Annual
Reason for

Deviation (For all
under achieved

and over achieved

targets)

Corrective Action
(To be specific
with timelines)

Borehole within PSJ Wards
development within 9 and 16
PSJ Wards 9 and
16
29. Percentage Contractor
completion of P131 Tholeni R o o o o Outstanding
Tholeni Spring Spring protection 10,000,000 0% 60% 0% 97% performance performed better N/A
protection than planned
In areas with no
30. Percentage . Delays were due to problems of
completion of P;f;g:?g::;;' Eskom not wayleave Eskom
Bhakaneni and within Mhlontlo responding as has started working
surrounds within Ward 1 and 3 R 2,500,000 0% 100% 0% 0% expected, Eskom on site therefore the
Mhlontlo Ward 1 Borehole reported delays of target will be
and 3 Borehole develooment roads wayleaves achieved in
development P from DoT 2018/19 financial
year
31. Percentage
completion of P133 Debeza,
Debeza, Lwandlana and
Lwandlana and surrounds within R o o o o Fully
surrounds within Ward 1 and 3 10,000,000 0% B7% 0% 99% effective N/A N/A
Ward 1 and 3 Borehole
Borehole development
development
The work
32. Percentage components that
completion of P134 Mvezo and Outstandin included source
Mvezo and Surrounds Water | R 5,000,000 0% 65% 0% 99% erformancge development were N/A
Surrounds Water Supply P all rendered and the
Supply final report was
produced
33. Percgntage P135 Lower
completion of Tyholo and Full
Lower Tyholo and Y d R 5,000,000 0% 100% 0% 100% f y N/A N/A
Surrounds Water Surrogm sIWater effective
upply
Supply
134
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Annual

Annual

Budget
Indicator Project Allocation Baseline  Target Actual Annual
17/18 2017/2018 |2016/2017 _ Actual
2017/2018
34. Perce;ntage P136 Qhanqu
completion of (Mdeni and
Qhanqu (Mdeni Surrounds) water R 5,000,000 0% 10% 0% 14%
and Surrounds) supol
water supply PRl
1'\/Nelr11[[1i1|la3g dOf P044 Ergdi(;ation R
Improved Pit (VIP) of sanitation 58.142,947 16000 5810 9216 2281
; . backlog
toilets provided
2. Number of
public toilet P045 Construction New New
facilities of ablution facilities R 2,467,500 Indicator 4 Indicator 0
constructed
3. Percentage
completion of bulk
sewer projects P046 Flagstaff R 40% 50% 40% 50%
Bulk Sewer 15,500,000
(Phase 2) -
Flagstaff
4. Number of cubic
meters of sludge POI\;|17 VIP Sludge | 3 500,000 | g@ew 1750 | g!ew 0
removed anagement ndicator ndicator

Performance
Assessment

Outstanding
performance

Fully
effective
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2017/18 Annual

Reason for

Deviation (For all
under achieved

and over achieved

targets)

The contractor was
requested to add
more resources in

the implementation

and the project
performance
accelerated

Corrective Action
(To be specific
with timelines)

N/A

Not enough projects

in the PIP, projects

were awarded late
to contractors

Sanitation projects
had been prioritised
in 2018/19 FY and
had been through
BSC. The
construction is
progressing very
well on appointed
contracts

The service
providers were
appointed to do

superstructures and
in Ngquza and

appointment of
service providers to
do sceptic tanks is

in progress, two

Ntlaza are complete have been
while in Mhlontlo appointed waiting
and coffee bay are for two
in progress
N/A N/A
The service
The Service provider has now

Provider was
appointed late in
June 18

signed the sla and
areas to start with
have been

allocated
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Indicator

Project

Budget
Allocation
17/18

Annual

Baseline Target

2017/2018

Annual
Actual
2016/2017

Annual
Actual
2017/2018

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved
targets)

Corrective Action
(To be specific
with timelines)

5. Percentage
completion of
Tsolo Waste Water | P048 Tsolo Waste R New Fully
Treatment Works Water Treatment 15% 100% X 100% - N/A N/A
(including Tsolo Works 24,000,000 Indicator effective
junction
development)
6. Percentage ;?;ﬁa\\,:lwise %OotLe
completion of P049 Tsolo pcontractor initi)falll
Tsolo WWTW and WWTW and raw R 2504 70% New 80% FuII_y but after penaltie}; Application of
raw water pump water pump station | 45,063,829 Indicator effective lied th penalties
station (Phase (Phase Two) were applied there
Two) has been
improvement
The communities
7. Percentage PO50 Libode stopped the The community is
completion of Sewers into R Performance contractor on site, being engaged but
Libode Sewers into Waterborne 19 138 857 0% 30% 0% 25% not fully demanded that the the demand of the
Waterborne Svstem e effective already dug community hall is
System y excavations be not finalised yet
backfilled
8. Percentage
completion of P051 Mganduli o o o o Fully
Mganduli Bulk Bulk Sewer R 7,670,427 85% 93% 92% 93% effective N/A N/A
Sewer
During SDBIP
9. Percentage .
completion of adjustment the
target was revised
Northern outfall and all targets for
sewers (Bulk
waterborne P113 Northern | o ¢ 566,401 |  98% 98% New 98% 17/18 removed, N/A
sanitation outfall sewers Indicator Therefore the
. project remained at
infrastructure to % that i .
cover Mthatha 98% atitwas atin
West) the beginning of the
financial year.
10. Percentage P114 Lusikisiki Full
completion of Waste Water R 9,780,126 95% 100% 96% 100% y N/A N/A
S effective
Lusikisiki Waste Treatment works
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Indicator

Water Treatment
works

Project

Budget

Allocation
17/18

Baseline

Annual
Target

2017/2018 [ 2016/2017

Annual
Actual

Annual
Actual
2017/2018

2017/18 Annual

Performance
Assessment

1. Percentage
reduction in year-

Reason for
Deviation (For all
under achieved

and over achieved

targets)

Corrective Action
(To be specific
with timelines)

Water losses could
not be measured

Finalize
appointment of
service provider to

to-year water
O . P052 Water R o 0 0 0
losses in I|ne_W|th Losses 20,000,000 27% 26% 27% 0% accurately due to supply bulk meters
Water Affairs lack of bulk meter
. ) by 30 September
acceptable installations 2018
standards
1. Average
response time to P053 Call Centre New New Fully
complaints raised Management RO Indicator 8hours Indicator 8Hours effective N/A N/A
at the call centre
137
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KPA 2: LOCAL ECONOMIC DEVELOPMENT

Indicator

1. Number of

Project

Budget
Allocation
17/18

Baseline

Annual
Target
2017/2018

Annual
Actual
2016/2017

Annual
Actual

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all

under achieved

and over achieved

targets)
There is a glaring

need to capacitate

emerging

Corrective
Action (To be
specific with

timelines)

included during

individuals P054 NHB.RC o di contractors, youth,
trained in Community R 367,000 20 60 64 98 utstanding disabled and women N/A
buildin Capacity HEACTEES for Human
ng Building
regulations Settlements
development for the
District.
1. Number of
Economic
Development
and Spatial PO55 Spatial
Planning P R New New .
Strategies and IID:eveIopment 1,100,000 | Indicator s Indicator s A7 S N/A N/A
rameworks
Frameworks
compliant with
SPLUMA
developed
1. Number of Indirect jobs are on a
new jobs created . - walk-in basis and the
(direct/indirect) in POSgCRiﬁ:]onal 3 OOI(:; 000 In(’:i\licez:{or 220 In(’j\:ggor 474 O; rtfztr?gr']r::% buy-back centers N/A
Regional yeling e P had more walk-ins
Recycling than anticipated
1. Number of
Environmental PO57 New New
Management Environmental R 888,355 Indicator 4 Indicator 4 Fully effective N/A N/A
planning projects Management
implemented
The department
1. Number of PO58 Tourism solicited exhibition
tourism related . R New New 7 space for Iziko Port
initiatives Education and 1,900,762 | Indicator 10 Indicator 11 A7 STEEe Gold which was N/A
Awareness
supported erroneously not
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Indicator

Project

Budget
Allocation

Baseline
17/18

Annual AGE
Target Actual

2017/18 Annual
Reason for

2017/2018 [ 2016/2017

Annual Deviation (For all

Performance

Corrective

ORTDM Annual Report 2017/18

under achieved Actio_n_(To_be
Actual Assessment . specific with
and over achieved . .
timelines)
targets)
reporting.
1. Number of
Agri-Park
f\"’;g'lttéeghzri‘g P059 Agri-Parks R
programs Pf)(i?srsc?hg 6,050,000 3 3 3 3 N/A N/A
supported
through sector
coordination.
2. Number of P060 RAFI
Rural Agro- (Rural Agro-
Industrial industrialisation R New New
Programs Finance 9,200,000 Indicator 1 Indicator 1 N/A N/A
developed & Initiative)
implemented Implementation
1. Number of
aquaculture
capacity building POB1
programmes
conducted for A‘é”acu'.tt”re R 767,500 1 1 1 1 N/A N/A
enterprises ( For Biﬁgfrll y
formal and/ or 9
informal
enterprises)
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Indicator

2. Number of
programmes
implemented for
Informal trade,
Enterprises,
Cooperatives
and SMME's

Project

P062 Informal
Trade,
Enterprises,
Cooperatives
and SMME's

Budget
Allocation
17/18

Baseline

R 850,000 4

Annual
Target
2017/2018 | 2016/2017

Annual
Actual

Annual
Actual

3. Number of
Incubatees
supported

P063 Forestry
Incubation

R 850,000 10

10

10

10

Performance
Assessment

Fully effective

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over achieved
targets)
External
departments usually
solicit the support of
REDP to partner up
in trainings. These
trainings are at an
ad-hoc basis which
are unplanned by
the District. Mine
Workers
Development
Agency
Cooperatives
Workshop was as a
result of a
partnership
agreement and as
such the District in
partnership with
MDA & Ntinga
conducted the
program. The
Cooperatives Study
workshop was as a
result of cooperation
with University of
Limpopo, Tshwane
University of
Technology, WSU &
Agricultural
Research Council
was also meant for
cooperatives in the
district.

Corrective
Action (To be
specific with

timelines)

N/A

N/A

N/A
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2017/18 Annual
Reason for

Budget Annual Annual =C I Corrective
Indicator Project Allocation Baseline | Target Actual  Annual  Performance I?Jenvéztrlzrc];k?i:ec:/re?j Action (To be
17/18 2017/2018 | 2016/2017 | Actual = Assessment and over achieved specific with
timelines)
targets)
P064 Procuren;]erlltt d Cooperatives
4. Number of Enterprise, R Performance pro::oes;zz aer‘n de have been
Cooperatives Cooperatives 12.000.000 10 30 10 21 not fully co%tri%ute d to the awarded during
supported and SMME's e effective - July and August
support non-achievement of of 2018.
the target.
5. Number of
jobs created
through
municipality’s
local, economic P065 R
development Employment 11.123 650 867 250 1777 250 Fully effective N/A N/A
initiatives Creation e
including
Expanded Public
Works
Programme
7. Number of
sector strategies P066 Sector R New New
developed and strategies 1390000 | Indicator 4 Indicator 4 Fully effective N/A N/A
submitted to development e
Council
Various sub-
teams were
formed to fast
7 Number of The :jgsearchkwoyk treslclatf‘lje IWorfk.
preceding packaging chedule o
irtI:/a:ec'js?rr?ggt Poiﬁze'grt?::n?nd New New was completed late activities was
’ ’ R 250,000 . 2 . 0 due to lack of developed to
SMME SMME Indicator Indicator o
brochures brochures avall‘l':lbllltyt of track the work
relevan progress.
developed stakeholders Brochures will
be completed in
the first quarter
of 2018/19 year
KPA 3: FINANCIAL MANAGEMENT AND VIABILITY
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Indicator Project

Budget
Allocation
17/18

Baseline

Annual
Target
2017/2018

Annual
Actual

2016/2017

GE
Actual

P068 Net 157 New
1. Net debtors days debtors days RO Days 30 Days Indicator 2511
P069
2. Collection Rate Collection RO New 70% l\!ew 104%
Indicator Indicator
Rate
P0O70 Cost 1-4 1-3 New 3
3. Cost coverage coverage RO Months Months Indicator | Months
4. Percentage
increase in district PO71 RO l\!ew 9% l\!ew 11%
e - Revenue Indicator Indicator
municipal billing
5. Amount of future
cash invested in P072 Cash R22 - R35 R 50.9
high-earning Investment RO Million R25 Million Million Million
investments

2017/18 Annual

Reason for
Deviation (For

Performance
Assessment

Outstanding
performance

Fully effective

Outstanding
performance

ORTDM Annual Report 2017/18

all under
achieved and
over achieved

targets)

Corrective Action
(To be specific
with timelines)

Gross Debtors . Full .
to the |mplementat|on. of
municipality are the deb.t collection
excessive policy by:
) 1) Embarking on a
Debiors are vigorous data
being billed clegnsin of the
excessively due consumgr data
to leakages. base
Bad Debt L
increasing as 2) Appomtl.ng a
people are being service provider to
billed although perfo_rm debt
unable to pay coIIectlpp fqr the
municipality
The District
employed more
initiatives for the
collection N/A
towards the end
of the financial
year.
N/A N/A
There is a data
cleansing project
and there were
properties that
were not N/A
previously billed
but have been
identified for
billing
Grants are not
spent according
to projections N/A
and the funds
are
142



2017/18 Annual

Reason for
Deviation (For

Budget
Allocation
17/18

Annual
Actual
2016/2017

Annual
Target
2017/2018

Corrective Action
(To be specific

Indicator Project Baseline

all under
achieved and

Performance
Assessment

GE
Actual

over achieved
targets)

with timelines)

accumulating
interest
1. The percentage of
a municipality's
capital budget spent
on capital projects
identified for a P073 Capital RO 100% 100% 100% 100% | Fully effective N/A N/A
particular financial Budget
year in terms of the
municipality's
integrated
developmental plan
2. Percentage of
payments processed
o P074 New o New o q
Wlthln_ 30 days_ of Payments RO Indicator 100% Indicator 100% | Fully effective N/A N/A
receipt of valid
invoice
1. Percentage
implementation of P0O75 R 9 000 New o New o ]
mSCOA mSCOA 000 Indicator | 100% Indicator | 100% | Fullyeffective NIA N/A
Implementation Plan
1. Number of Annual
s't:;?::gﬁ{s P076 Annual
submitted to Auditor Slt:;?:rzzﬁis 1 1 1 1 Fully effective N/A N/A
General by 31
August
A committee has
R been established
13,000,000 Amount of to investigate
irregular irreaular
1. Percentage of PO77 expenditure gu
- New New expenditure.
budget classified as Irregular . 0% ) 746% emanates from L
. X . Indicator Indicator . The Municipality
irregular expenditure | Expenditure prior years .
. - will conduct
including workshops on
Amatola Water SCM regulations to
ensure that people
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2017/18 Annual

Reason for
Budget Annual Annual Deviation (For

Corrective Action
(To be specific
with timelines)

Indicator Project Allocation | Baseline Target Actual Annual Performance all under
17/18 2017/2018 | 2016/2017 | Actual = Assessment achieved and
over achieved

targets)

will comply
The contract of
Amatola Water
which contributes
to large amount of
irregular
expenditure has
been reviewed and
will be regularized

2. Percentage of P078 Supply
bids processed ; New o New o g
within 90 days after Mani\hzlgent Indicator 100% Indicator 100% AR SiFEEe N/A N/A
closing date 9
1. Number of
mSCOA compliant PO79
Budgets submitted mSCOA New New .
to National Treasury compliant Indicator 2 Indicator 2 AU CHEEHTO N/A N/A
by stipulated Budget
deadline date

KPA 4: GOOD GOVERNANCE AND PUBLIC PARTICIPATION

2017/18 Annual

Budget Annual Annual Reason for Corrective

Deviation (For all Action (To be

Indicator Project Allocation | Baseline Target Actual Annual Performance q hi q
17118 2017/2018 | 2016/2017 Actual =~ Assessment U Cor achIEVE specific with

and over
achieved targets)

timelines)
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2017/18 Annual

Budget Annual Annual Reason for Corrective
Indicator Project Allocation = Baseline = Target Actual Annual  Performance Deviation (Forall S0 (To be
17/18 2017/2018 |2016/2017 Actual  Assessment ~ UNderachieved - gpecitic wit
achieved targets) e s
1. Number of .
M:yoerI 0 P0O80 Seqtlon Fully
. 80 Committee R 370,000 12 12 8 12 : N/A N/A
committee Meetings effective
meetings held
2. Number of
P081 Sector
Sector focused focused and R 16 16 21 16 Fully N/A N/A
and Mayoral . 4,420,000 effective
Imbizo's held Mayoral Imbizo
The office
responded to a
request for a
3. Number of P082 O.R workshop on
Ambassador Tambo 3 chemical
New New Outstanding :
dgv_e_lopment Ambassador R 115,000 Indicator 2 Indicator 3 performance production and N/A
initiatives Development agro-processing
conducted Initiatives that was made in
partnership with
the Department of
REDP
1. Number of
Municipal
O"erﬁ‘l\'ﬁ’gtM'\)"“e'  Additon 16
imperatives P083 Municipal Outstanding nalysis reports
(Annual Reports, | Oversight Model R 910,000 28 a2 39 40 performance wzre _produced N/A
uring then
Budget, financial year
Quarterly y
Reports and FIS)
assessed
2. Number of
Ordinary and R Fully
Open Council N/A 3,100,000 6 6 6 7 effective N/A N/A
meetings held
3. Percentage of Fully
ward committees N/A RO 100% 100% 100% 100% : N/A N/A
effective
assessed
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2017/18 Annual

Budget Annual Annual Reason for Corrective
Indicator Project Allocation = Baseline = Target Actual Annual  Performance Deviation (Forall S0 (To be
17/18 2017/2018 |2016/2017 Actual  Assessment ~ UNderachieved - gpecitic wit
achieved targets) e s
Committee study
groups and council
4. Number of caucuses,
Whippery N/A R New 16 New 32 (OIS ERLILICMN whippery meetings N/A
imperatives 2,140,000 | Indicator Indicator performance sat more than
supported expected due to
high demand for
political stability
5. Number of risk P084 Fully
assessments Implementation 1 4 1 4 effective N/A N/A
conducted of Risk Strategy
The process for the
establishment of The tender has
the Hotline has been advertised
been subjected to and is being
6. Number of R 767,500 procurement evaluated for the
District Fraud P085 District New New processes and the avyard. .
hotlines Fraud Hotline Indicator L Indicator 0 specification took | Evaluation W'”. be
established more than accelerated in
expected as the order to award
project has been the tender and
the first of its then table the
nature in the matter to Council
institution
The district
obtained S
unqualified audit Thzg[‘;ﬁ";‘gg"ty
7. Audit Opinion P086 Audit opinion as a result Management
: - Opinion on Performance of capacity -
on Compliance - s e S e 4 Action Plan that
(Laws & compliance RO Qualified | Unqualified | Qualified | Qualified not fu_IIy constraints, as well is aimed at
! (Laws & effective as the culture of :
Regulations) R . : addressing all
egulations) the people in he i d raised
relation to the the |s§ ued raise
y AG.
procurement
system
8. Number of P087 IGR R New ) New X Fully A A
Partnerships 1,452,500 | Indicator Indicator effective
Governmental

146

ORTDM Annual Report 2017/18



2017/18 Annual

Reason for
Deviation (For all

Budget
Allocation

Annual
Actual

Annual
Target

Corrective

Indicator Action (To be

Baseline

Project

Annual Performance

Relations (IGR)
partnerships
formed

9. Number of
quarterly reports

17/18

2017/2018 [2016/2017

Actual

Assessment

under achieved
and over
achieved targets)

specific with
timelines)

submitted to N/A New 4 New 4 Fully
Council on Indicator Indicator effective
functionality of
IGR
1. Number of
quarterly P088 :
C 7 S R Outstanding
comm_umcatlon Comm_umcatmn 7,960,000 8 16 32 26 performance
Initiatives Initiatives
implemented
1. Number of
municipal
plgfftgfrﬂg?]g:e Insgtgﬁgnal 1 265 000 6 6 6 6 ef:‘: : clll)(/ e
reports Performance e
submitted to
Council
2. Number of
matgrlal findings P090 Audit
raised by the Opinion on Pre- R
Auditor General pdetermined 7112.500 2 0 Qualified 2
on the Audit of N e
objectives
Performance
Information

ORTDM Annual Report 2017/18

N/A

N/A

Ten additional
adhoc activities
were done as
required by the
requirements of the
District

N/A

N/A

N/A

The Performance
Management
System has not
been fully adapted
by the Municipal
personnel and as
such most of the
information that
was required by
AG for system
description could
not be provided.
Secondly, the AG
did not agree with
how the
municipality was

The Municipality
developed
Management
Action Plan that
is aimed at
addressing all
the issued raised
by AG. A new
way of reporting
has been
devised by the
PMS team in
collaboration with
the Project
Managers with
regards to
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Indicator

Project

Budget

Allocation
17/18

Baseline

Annual
Target

2017/2018 [2016/2017

Annual
Actual

Annual
Actual

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over
achieved targets)

Corrective
Action (To be
specific with

timelines)

reporting in relation reporting of
to indicators infrastructure
measuring projects.
percentage
completion.
3. Number of
mSCOA
compliant IDP's Sgril lzgﬁtclgﬁ 1 1 0 1 eff :c!ll):/ . N/A N/A
adopted by P
council
S:;v’i\lclcjamlé);:v%fr P092 Service
y Delivery Budget
Budget and and 1 1 1 1 Ay N/A N/A
Implementation Imolementation effective
Plans approved P Plan
by the Mayor
To ensure that
development within
5. Number of the district runs
I smoothly, a need
District
Development P115 District : 0 corjduct aland
New New Outstanding and investment
Plan (DDP) Development RO di 4 di 6 f X N/A
vision 2030 Plan Initiatives Indicator Indicator performance ~ summit was
S identified and the
initiatives
conducted P.SC was
established and a
concept document
was developed.
There has been
1. Percentage particular focus on
: - e T R New o New o Outstanding negotiating all
. Ted‘.JC“O” in PO93 Litigations 6,375,000 Indicator 25% Indicator 44% performance matters where the N/A
litigation cases S
municipality does
not have possibility
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Indicator

Project

Budget
Allocation
17/18

Baseline

Annual
Target

2017/2018 [2016/2017

Annual
Actual

Annual
Actual

Performance
Assessment

2017/18 Annual

Reason for
Deviation (For all
under achieved
and over
achieved targets)
to win. The panel
of attorneys had
assisted in
analysing some of
the matters.

Corrective
Action (To be
specific with

timelines)

The Municipality

The District Mcja\i\ggfnegnt
o P094 Audit y - o _ [NEEHOEMANCEN obtained qualified | i Bl that
1. Audit Opinion Opinion RO Qualified | Unqualified | Qualified | Qualified not fu'IIy audit opinion as a s aimed at
effective res:):'lto 21;] girﬁﬁglar a d_ dressing .aII
the issued raised
by AG.
2. Number of
follow-up
quarterly reports
on Internal Audit, | P095 Follow-up New New Fully
Audit Committee audit RO Indicator 4 Indicator 4 effective N/A N/A
and Auditor-
General issues
compiled
2 Special Audit
Committee meeting
3.Number of . . were convened
Audit Committee Eﬁnf‘m'“it‘t‘gg RO 4 4 5 6 F?e“;%trfrrl‘:r'{(‘:ge during the financial N/A
meetings held to consider District
reports in order to
ensure compliance.
4. Number of
orga_nisatiops P117 Internal Fully
Iprowded Wlth Audit Support RO 5 4 4 4 S N/A N/A
nternal Audit
support
5. Number of
risk-based P118 Risk Fully
internal audit Based Internal RO 1 1 1 1 : N/A N/A
: effective
plan approved by Audit Plan

the Audit
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2017/18 Annual
Reason for

Budget Annual Annual o Corrective
Indicator Project Allocation = Baseline Target Actual Annual  Performance Deviation (Forall Action (To be
17/18 2017/2018 |2016/2017 Actual  Assessment ~ UNderachieved - gpecitic wit
achieved targets) nnelines)
Committee
6. Number of
MPAC technical | P119 Technical New New Fully
support reports Support MPAC RO Indicator 4 Indicator 4 effective N/A N/A
provided

KPA 5: MUNICIPAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT

2017/18 Annual
Reason for
Budget Annual Annual Deviation (For Corrective
Indicator Project Allocation Baseline Target Actual Annual Performance all under Action (To be
17/18 2017/2018 | 2016/2017 | Actual | Assessment  achieved and  specific with
over achieved timelines)
targets)
1. Average .
P096 Recruitment New New Fully
number .Of days and Selection R 985,000 Indicator 90 days Indicator 90 days effective N/A N/A
taken to fill posts
1. Percentage
P097 Workplace R o o o o Fully
spentbof the WSP Skills Plan 10,627,500 100% 100% 100% 100% effective N/A N/A
udget
1. Number of
. P098 Employment New New Fully
employment equity Equity Plan RO Indicator 1 Indicator 1 effective N/A N/A
plans developed
1. Percentage
functionality of | F°9° "foca' Labour | 157 500 | ('j\'.e"" 100% | g'.e"" 100% ﬁ'f “'{Y N/A N/A
Local Labour orum ndicator ndicator effective
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2017/18 Annual

Reason for
Deviation (For
all under
achieved and
over achieved

Annual
Actual
2016/2017

Annual
Target
2017/2018

Budget
Allocation
17/18

Corrective
Action (To be
specific with

timelines)

Indicator Baseline

Project

Performance
Assessment

Annual
Actual

targets)

Forum (LLF)
2. Number of
Departments with P100 Record Fully
updated records at Management R 1,808,500 0 4 0 4 effective N/A N/A
the registry
3. Number of
employee wellness P101 Wellness Fully
programmes Programmes R 1,075,000 4 4 4 4 effective N/A N/A
implemented
4. Number of
municipalities who
P102 Job Fully
have complete_d Evaluation R 1,100,000 3 3 2 3 effective N/A N/A
the Job Evaluation
Process
P103 Information
5. Number of IT S
. Communication New New Fully
_related Audit and Technology RO Indicator 6 Indicator 6 effective NIA N/A
Findings resolved
Controls
6. Percentage of
reported OHS P104 Occupational New o New o Fully
Incidents Health and safety R 316,692 Indicator 100% Indicator 100% effective NIA N/A
investigated
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT
PERFORMANCE (PERFORMANCE REPORT PART II)

COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL

4.1 Employee Totals, Turnover and Vacancies

4.1.1 Total Number of Number of Municipal Employees per Department

Description

Employees

Approved
Posts
No.

S EES

[\[oR

2017/18

Vacancies Vacancies

[\[oR %

Water and Sanitation 772 667 105 14%
Technical Services 63 12 51 81%
Community Services 175 144 31 18%
Human Settlements 35 12 23 66%
Rural,. Economic and Development 107 o5 82 77%
Planning

Budget & Treasury Office 187 105 82 44%
Corporate Services 431 82 349 81%
Internal Audit 14 9 5 36%
Legislative Services 59 49 10 17%
Executive Mayoral Office 117 88 29 25%
Office of the Municipal Manager 44 31 13 30%
Executive Mayoral Services 50 37 13 26%
TOTAL 2004 1261 793 40%
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4.1.2 Turnover Rate
4.1.2.1 Turnover rate on top management positions

Vacancy Rate on Top Management Positions: 2017/18

*Vacancies (Total *Vacancies (as
time that vacancies a proportion of
exist using fulltime  total posts in
equivalents) each category)
No. \[o} %

*Total

Designations Approved
Posts

Municipal Manager 1 0 0.00
CFO 1 0 0.00
Director Water and Sanitation 1 0 0.00
Director Technical Services 1 1 100.00
Director Community Services 1 0 0.00
Director Human Settlements 1 0 0.00
Director Executive Mayoral Services 1 0 0.00
Director Legislative Services 1 0 0.00
Dlrectpr Rural Economic Development and 1 0 0.00
Planning

Director Internal Audit 1 1 100.00
Director Corporate Services 1 0 0.00
Director Office of the Municipal Manager 1 0 0.00
Total 12 2 16.67

4.1.2.2 Vacancy Rate on District Employees

Vacancy Rate on all District Employees

Total number of Vacant New Employees Resignations in Turnover
employees positions (2017/18) 2017/18 Rate
1261 793 86 12 0.95%
117 (casual
employees)

4.1.2.3 Staff Turnover per Category and Post Level

Resignations/Terminations

Senior Managers 02
Middle management 01
General staff 09
Total 12
Retirements |

Senior Managers 0
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Middle management 01
General staff 09
Total Retirements 10

Senior Managers 0
Middle Managers 02
General staff 11
Total deaths 13

COMPONENT B:

4.2 Policies

MANAGING THE MUNICIPAL WORKFORCE

Date Adopted by Council or Comment on failure to

adopt

Attendance & Punctuality

Status

New

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Essential user scheme

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Overtime policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Acting allowance policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Code of conduct policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Termination of services
policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Bursary policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Subsistence & Travelling
policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

Integrated
Employee/Employer

Reviewed

The policy is scheduled to
February 2019 after the

be tabled to Council in
Councillors have been
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Status

Date Adopted by Council or Comment on failure to

Wellness

adopt
workshopped on it.

Retention policy

Reviewed

The policy is scheduled to
February 2019 after the
workshopped on it.

be tabled to Council in
Councillors have been

The policy is scheduled to

be tabled to Council in

Whistle Blowing policy New February 2019 after the Councillors have been
workshopped on it.

The policy is scheduled to be tabled to Council in

Sexual Harassment New February 2019 after the Councillors have been
workshopped on it.

Information & The policy is scheduled to be tabled to Council in

Communication Reviewed | February 2019 after the Councillors have been
Technology workshopped on it.

Security Management & _ The policy is scheduled to be tanled to Council in

Reviewed | February 2019 after the Councillors have been

Access Control policy

workshopped on it.

4.3

Injuries, Sickness and Suspensions

The table below reflects on the resignations, injuries, death and pensions

Category Number Of Employees \
Injuries 01
Death 14
Pension 19
Contract expired 02
Resignations 11

The bae below illustrates the number and cost of injuries on duty incurred during the financial

year:

Type of injury

Injury
Leave
Taken

Days

Employees Proportion
using employees
injury

Ieave Ieave

Average
Injury
using sick Leave per
employee
Days

Total
Estimated
Cost

R'000

Required basic medical 6%
attentlon only

6%

The table below illustrates the number of days and cost of sick leave for the flnanC|aI year under

review:
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Proporti  Total *Avera Estima
onof employ gesick ted

sick eesin leave cost
leave post* per
Salary band without Employ
medical ees
certifica
{[e]g)
% . Days R' 000

Unskilled skilled (TG 1-3) 297 10 3.4 461 0.25
Semi Skilled (TG 4-8) 265 7 2.6 238 0.22
Skilled Technical &
Academically Qualified/Junior
Management/Supervisors/fore 607 47 7.7 425 0.50
man/superintendants (TG 9-
13)
Professionally qualified &
experienced specialits (TG 14- 80 8 10.0 75 0.07
18)
g;)nlor management (TG 18- 0 0.0 0 0.00
MM and S57 0.0 10 0.00
Total 1249 72 238 1209 1.03 0

During the financial year, the District suspended one employee and the details of the case are
illustrated in the table below:

Nature of Alleged Date of Details of Disciplinary Action Date Finalised
Misconduct Suspension taken or Status of Case and
Reasons why not Finalised
Gross insubordination & 01-Dec-17 | In progress & partly heard, Casein
gross insolence however employee have initiated | progress

plea agreement but rejected
conditions attached and that
prompted employer to reconvene
full hearing

The table below has the list of disciplinary cases that were handled during the financial year:
Position Departme | Area Nature Of Progre Date Findin Sanction

nt Offence ss Finalized g
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Progre Date Findin Sanction
Finalized
Process Water Thornhi | Gross Finaliz Guilty | Dmotion,
Controler I Derelction Of ed 10 Days
Duties Suspensi
on
Without
Pay
General Water Psj Desertion Finaliz | 04-Apr-18 | Guilty | Dissmisal
Worker ed
Plumber Water Thornhi | Desertion Finaliz | 04-Apr-18 | Guilty | Dissmisal
Il ed
Plumber Water Thornhi | Desertion Finaliz | 04-Apr-18 | Guilty | Dissmisal
I ed
Customer | Water Mgand | Abscondment/A | Finaliz | 31-Jul-18 Guilty | Final
Care uli wol ed Written
Clerk Warning,
10 Days
Suspensi
on
Without
Pay
General Water Mgand | Abscondment/A | Finaliz | 31-Jul-18 Guilty | Final
Foreman uli wol ed Written
Warning,
10 Days
Suspensi
on
Without
Pay
General Water Mgand | Abscondment/A | Finaliz | 31-Jul-18 Guilty | Final
Worker uli wol ed Written
Warning,
10 Days
Suspensi
on
Without
Pay
Station Fire Nyande | Insurbodination, | Finaliz | 09-Jan-18 | Guilty | Dissmisal
Command ni Ngeligence & ed
er Desertion
Senior Fire Nyande | Desertion/Awol, | Finaliz | 19-Mar-18 | Guilty | Dissmisal
Fire ni Dishonesty ed
Fighter
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Position Departme | Area Nature Of Progre Date Findin Sanction
nt Offence ss Finalized g
Driver Legislativ | Umtata | Fraud, Theft, Finaliz | 06-Aug-18 | Guilty | Dissmisal
e Dishonesty ed
Services
Project Bto Umtata | Fraud, Finaliz | 23-Jul-18 Guilty | Dissmisal
Accounta Corruption And | ed
nt Gross
Dishonesty
COMPONENT C: CAPACITATING MUNICIPAL WORKFORCE

4.4 Performance Rewards

The District is not yet at the stage of implementing performance rewards as it is still at the stage
of developing individual performance management. However, over the year the district has been
able to adopt the policy framework that serves to guide performance management. It also
conducted evaluations of the Senior Management for the mid-term.

4.5 Skills Development and Training

Training interventions are structured according to the:

e Study assistance programme ( Formal qualifications)

e Skills programmes/ Short courses

e Learner ships &

e Experiential training programme ( student trainees and Internships)

Table: Skills Programme/ Short Course — Employed Leaners (18.1)

: . Actual No. of Name of
Learning Duration of . .
Programme Department Training Ber.lef|C|ar|es Traln.lng
Trained Provider
1. Occupational CPS 3 days 1 IOSHA
Health & Safety
2. Graphic Design REDP Part 1 -12 |1 Morning Star
days Design
3. Strategic Business | WASS 04 Months 1
Management
4, SDF course CPS 5 days 2 Pro-  Active
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: : Actual No. of Name of
Learning Duration of . .
Programme Department Training Ber_lef|C|ar|es Traln.lng
Trained Provider
College
5. Advanced Project | WASS, OEM, | 8 days 16 LeMark
Management COMM SERV Training &
Dev.
6 Customer care | LEG SERV, | 5 DAYS 20 Walter Sisulu
training OMM, CPS & University
BTO
7 Certificate OEM 3 months 1 Wits
programme in the University
dev and man. Of
local gov
8 Basic training | Mhlontlo Local | 1 week 10 PE traffic
officer course municipality training
college
9 Secretary day | OMM,CPS, 3 DAYS 19 MichTech
annual conference | OEM, LEG Skills solution
SERV AND
REDP
10 | National CPS 1 day 1 SABPP
leadership
development in SA
11 Life coaching CPS 6 months 2 New insight
12 Payroll module HR | BTO & CPS 5 DAYS 28 Payday
& BUDGET
MODULES
13 Payroll module BTO 5 days 8 Payday
14 Launch of national | CPS 1 day 4 SABPP
leadership and
payroll standards
15 HR Standards | CPS 1 day 13 SABPP
workshop
16 | Annual conference | CPS, Mhlontlo | 3 days 13 IMPSA
Impsa LM &
Nyandeni LM
17 | Tax law BTO 8 WEEKS |2 University of
(ON LINE) Cape town
TOTAL 142
Table: Study Assistance- Employed Learners (18.1)
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No of

Beneficiary

Department

NETlE
Institution

Qualification/ Certificate

1 13 WASS, CPS, | UNIVERSITYU OF | SHEQ management, Masters
COM SERV, & | FORT HARE in Public admin, BA Public
OMM admin, Monitoring and
evaluation, masters in library
& advanced cert in Public
admin
2 5 WASS NMU Msc Geography and B-tech
degree
3 2 REDP & OEM WSuU Bachelor of Laws
4 1 Com serv Lyceum college Bachelor of arts in disaster
and safety management
5 6 BTO, REDP, | UNISA Accounting science, bachelor
OEMM & CPS of laws, Llb, Pgd In Applied
Accounting Science & Pgd In
Security Management
6 3 OMM, CPS & |UFS BSP ( Hons) spatial planning,
COM SERV masters urban and regional
planning & PGD in Disaster
management
7 1 REPD INST.MAN.ACC. CIMA Diploma in
AND STRATEGY management accounting
8 1 OEM Wits University Masters in Management
9 30 CPS, BTO Regent Business | B com HR, MBA, PGD in
School Management, Bachelor of
Commerce
10 1 COMM SERV Southern Business | Diploma in Disaster Risk
School Management
11 69 WASS, CPS, | Wits Business | Municipal Executives
BTO, LEG SERV, | School Financial Management
OEM, OMM Programme(CPMD)
12 16 CPS Info Tech Secretarial & Management
skills with Computer Literacy
13 1 WASS Learn fast Training | MCSA SOL server GIS course
Solutions
14 9 REDP, COMM | UJ Advanced Certificate in
SERV, WASS, Municipal Governance
OMM
15. 5 CPS Boston College Sports Management, Office
Admin/ Secretarial Course,
ND in IT, Advanced Computer
16. 15 LEG SERV, CPS, | MANCOSA Hons in Public Administration,
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NO of Department Name
Beneficiary Institution
REDP, BTO Bcom IT, MBA, Bachelor of
Public Administration, PGD in
Project Management

Qualification/ Certificate

Total | 178

Table: Leanership & Experiential Training (18.1 & 18.2)

Learning Department/ Actua! .NO.' of Duration of Narpg of
Programme Stakeholder Ber.1ef|C|ar|es Training Tralqlng
Trained Provider
1 Water and waste | WASS 12 1 year Asante
water Treatment Level
3
2 Water and Waste | WASS 40 1 year Mahube
water Treatment Training &
Control/  Operational Dev
level2 (18.2) & (18.1)
3 Water and waste | WASS 15 1 year Water
water process Control/ Academy
Operation (18.1)Level
3
4 INTERNSHIPS ALL DEPTS 55 1 year OR TAMBO
DM
5 STUDENT TRAINING | ALL DEPTS 64 6M — 18M OR TAMBO
DM
6 Mobile Artisan | Community 100 1 Month Coega Dev
Training(Plumbing, Corporation
Brick laying, Electricity
& Carpentry)
TOTAL BENEFICIARIES 186

4.6 Employee Expenditure
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Employee Costs
R 600 000 000

R 500 000 000
R 400 000 000
R 300 000 000
R 200 000 000
R 100 000 000
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2017/18 2016/17

Employee costs for the financial year under review has increased by R106M from the previous
financial year. The filing of key vacant positions as well as annual salary increases of
employees have affected this increase.

CHAPTER 5 - FINANCIAL PERFORFORMANCE

COMPONENT A: STATEMENT OF FINANCIAL PERFORMANCE
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5.1 Statement of Financial Performance

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved budget  Adjusiments Final Budget  Achual amounts on Difference
comparable basis  between final
Figures in Rand budgst and actual
Statament of Financial Performance
Ravenus
Ravenue from exchange fransactions
Service charges 268,583,183 - 268,383,183 730,481 347 {38,091 836)
Rental of fied assets 55,000 - 33,000 Ba 795 34,7835
Interest received (trading) 30,000,000 9,000,000 38,000,000 87,144,255 48,144,255
Operational revenue 327 807 E78 15,125 424 342,933,103 131,242 282 [211,690,81)
Total revenus from sxchangs 626,445 562 24125424 #i50,571,286 448 08T 670 [204,603,607)
tranaactions
Ravenus from non-sxchangs
transactiona
Tranafar revenus
Transfers and subsidies 735,126,000 - 733,126,000 4 713,088 451 77,62 451
Income from Agency Services - - - 77,383 77,383
Total revenue from non-exchange 733,126,000 - 733,126,000 1,713,165,834 078,030, 834
tranaactions
Total revenue from exchange 26 445 562 24 125424 630,571,286 443 08T 678 (204,603,807)
framsactions’
Total revenue from non-exchangs 735,126,000 - T35126.000 1713165334 78,039 534
tramsactions’
Total revanue 1,361,571,362 24125424 1385607286  2.162,133,513 776,438,227
Expenditura
Employee Related Costs (418,202 544) 588435 (T B14,086) (544 485.494) {B3,881,40:5)
Remunerafion of councilors (17.589,496) [9.480,814) (27, 080,310) (18,578,491 8,301,819
Depreciation and amorisation (167,308 208) 6,000,000 (161,308.208)  [136 116,362) 3,191,844
Finance costs - - - (8,065,681) (B, 0635, 681)
Diebt Imgairment (83,337 £53) - (83,337.853) {88,730,330) (3,192, 877)
Bulk purchases (73,550,000 {43.000,000) [86,550,000) (44,382 07T) 42 167,223
Confracted Services (108,346 804) 19,619,140 (82,727 864)  (2i9eg70e7)  (131,259433)
Transfers and Subsidias (33,404 203) (4,100,000 (37,504.203)  [i59.84525T)  (122,311,054)
Operational Costs (456,128 910) (Z393808g)  (480,068.908) (350532960 128,533 844
Total expanditurs {1,357 888,815) (24322 217) (1,382 104,032) [1,557,709,748)  [(175,512,714)
1,361.571,862 74125424 1385607286 2 962 133513 TT6, 436,227
{1,357 868 B43) [24azz 27 (LF2I81,032) 4557 F0a74E) (1T H2T14)
Operating surplus 3,703,047 [196,793) 3,506,254 604,429 TET 600,823,513
Loss on disposal of assets - - (7,518,842) (7,318 842)
Actuarial gainsilosses - [9,7%8.000) (8, T98,000)
- [17,316,842) 17,316,842
3,703,047 [196,783) 3,506,254 604 479 76T 800,823,513
- - - [17,316,847) {17,316,842)
Surplus | (Deficit) for the year 3,703,047 (196,793) 3,506,254 587,112,925 583 808 6T1
5.2 Grants
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National: FMG Funds

Current-year receipts 2,045,000 1,710,000
Gonditions met - fransferred to revenue: Operating expenses (2,042,065) (1,710,000)
Other adjustments / Refunds (2,935) -

National: W3IG Funds

Current-year receipts 124,000,000 109,739,000
Conditions met - fransferred to revenue: Capital expenses (108,536,202) (96,763,259)
Other adjustments | Refunds (15,463,798) (12,975,741)

Conditions stll to be met - remain liabilities (see note 17).

This grant was received for the building and maintenance of water and sanitation infrastructure in the distnct. No funds have been withheld..

National: Regional Bulk Infrastructure Grant (RBIG)

Balance unspent at beginning of year

Current-year receipts 327,500,000 343,183,000
Conditions met - fransferred to revenue: Operating expenses (36,676) -
Conditions met - fransferred to revenue: Capital expenses (293,770,501) (301,016,101)
Other adjustments / Refunds (33,692,823) (42,166,899)

National: Department Roads and Transport

Current-year receipts 2,931,000 2,693,000
Conditions met - fransferred to revenue (2,582 978) (2,338,085)
Other (348,022) (354,934)

Nationa: EPWP Grant

Current-year receipls 4,811,000 3,213,000
Conditions met - transferred to revenue (4,811,000) (3,174,663)
Other adjustments / Refunds - (38,337)

5.3 Asset Management

Asset management practice is not in a good state within our organisation due to non-adherence
to asset management policy, which is an institutional problem. Assets are being moved without
following proper procedures of filling asset removal forms, as a result during asset verification
we always encounter problems with asset verification.

5.3.1 Key Elements from the Asset Management Policy
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¢ The Municipality may not transfer ownership as a result of a sale or other transaction or
otherwise permanently dispose of an asset needed to provide the minimum level of basic
municipal services.

¢ The Municipality may not transfer ownership or otherwise dispose of an asset other than
one contemplated above, but only after the Council, in a meeting open to the public has
decided on reasonable grounds that the asset is not needed to provide the minimum level
of basic municipal services; and has considered the fair market value of the item and the
economic and community value to be received in exchange for the asset.

o Every Head of Department shall, however, ensure that any item with a value in excess of
R250 (two hundred and fifty rand) (incl. VAT), and with an estimated useful life of more
than one year, shall be recorded on an inventory list. Every Head of Department shall
ensure that the existence of items recorded on such inventory is verified from time to time,
and at least once in every financial year, and any amendments which are made to such
inventories pursuant to such stock verifications shall be retained for audit purposes.

e Only expenses incurred in the enhancement of an asset item (in the form of improved or
increased services or benefits flowing from the use of such item) or in the material
extension of the useful operating life of an asset item shall be capitalised.

e Expenses incurred in the maintenance or reinstatement of an asset item shall be
considered as operating expenses incurred in ensuring that the useful operating life of the
item concerned is attained, and shall not be capitalised, taking into account International
Financial Reporting Standards in respect of the expenses concerned.

o Every Head of Department shall ensure that a maintenance plan in respect of every new
infrastructure asset with a value of R100 000 (one hundred thousand rand) or more is
promptly prepared and submitted to the Council for approval.

¢ If so directed by the Municipal Manager, the maintenance plan shall be submitted to the
Council prior to any approval being granted for the acquisition or construction of the
infrastructure asset concerned.

o The Head of Department controlling or using the infrastructure asset in question, shall
annually report to the Council, not later than in July, of the extent to which the relevant
maintenance plan has been complied with, and of the likely effect which any non-
compliance may have on the useful operating life of the item concerned.

¢ If so directed by the Municipal Manager, the maintenance plan shall be submitted to the
Council prior to any approval being granted for the acquisition or construction of the
infrastructure asset concerned.

e The Head of Department controlling or using the infrastructure asset in question, shall
annually report to the Council, not later than in July, of the extent to which the relevant
maintenance plan has been complied with, and of the likely effect which any non-
compliance may have on the useful operating life of the item concerned.

5.3.2 Organisational Structure of the Asset Management Unit
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Chief Accountant
Filled

Senior Accountant
Vacant

Acountant
(Immovable)

Vacant

2 X Assistant
Accountants

Filled

5.3.3 Staff Delegation

Senior Accountant
Filled

Accountant
(Infrastructure
Assets)

Vacant

2 x Assistant
Accountants

Filles

Listed below is the work plan for Asset Management

Property Plant and Equipment

Asset Controller
Vacant

Isolation of responsibilities and Segregations of duties for the current Asset Management staff is

illustrated in the table below:

Manager All functions
Chief Accountant All functions
Land and Building Assistant Accountant

Intangible assets and Leases

Assistant Accountant

Computers, Laptops and Insurance Assistant Accountant
Furniture Assistant Accountant
Motor Vehicles and its Insurance Assistant Accountant
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5.3.4 Issues under Development

e The District requires an asset management system to import all asset registers, as
currently the asset register is compiled manually on excel,

e Asset verification system to assist the municipality on verification;

e Staff trainings on GRAAP standards; and

e Recruitment of the Senior Accountant

5.3.5 Plans to Address the Development Issues

e Conversion of manual asset register into the system is in progress;

o Benchmark exercise for the procurement of asset management system will be
conducted; and

e Capacitation of asset management staff will be done through training and workshops.

5.4 Financial Ratios based on Key Performance Ratios

5.4.1 Liquidity ratio

1,20
1,15
1,10
1,05

1,00
2016 2017 2018

Current assets vs current liabilities. The District has less funds to maintain its assets.

5.4.2 Cost coverage

4,5
4
3,5
3
2,5
2
15
1
0,5
0

2016 2017 2018
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The ratio has decreased from the prior year. However, it is still within the norm of 1 - 3 months,
which is evidence that the existing cash and cash equivalents can sufficiently cover up to two
months expenditure even if no further cash were to be received for the next two months from
year end. Thought this is within the norm, there is a continuous decline and that is a concern for
the municipality.

5.4.3 Total outstanding service debtors

800 000 000
600 000 000
400 000 000

200 000 000

2016 2017 2018

Total Outstanding Service Debtors: Measures how much money is still owed by the community
for water and sanitation compared to how much money has been paid for these services. It is
calculated by dividing the total outstanding debtors by the total annual revenue. A lower score is
better.

This ratio has worsened from the prior year. This is due to a number of consumers not paying
their debts timeously.

As the mandate of the municipality is to provide service delivery, it is often very hard to
disconnect consumers that are not paying since some of the services provided by the
municipality, like water, are basic needs that the consumers cannot live without. There have
also been limited disconnections as a result data cleansing exercise that the District embarked
on during the financial year. Another challenge are the water leaks within households in old
locations such as Ngangelizwe etc. that leads to overcharging of consumers. When the
consumers are billed, they dispute the readings.
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5.4.4 Debt coverage

4%
3%
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1%

0%
2016 2017 2018

Debt Coverage: The number of times debt payments can be accommodated within operating
revenue (excluding grants). This in turn represents the ease with which debt payments can be
accommodated by the Municipality. The District maintained its status of having no borrowings.

5.4.5 Creditors system efficiency

Creditors system efficiency - days

120

100
80
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40
20

2016 2017 2018

Creditor System Efficiency measures the proportion of creditors paid within terms (i.e. 30 days).
This ratio is calculated as outstanding trade creditors divided by credit purchases.

The creditor’'s system efficiency ratio is continuing to worsen when compared to the previous
financial year.

The norm is 30 days. The performance below the norm has been mainly as a result of the
following:

Invoice disputes between Line Department and suppliers;

Withholding of payments for breach of contracts conditions;

Submissions of Invoices without sufficient documentation;

Failure of Service providers to review dates in the invoices;

Incorrect invoices submitted by suppliers (no vat registration numbers, incorrect invoice
amounts and addresses); and

6. Verification of supplier banking details.

ol
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In terms of SCM processes, payments are only made if all disputes are resolved and correct
invoices are submitted in the name of the municipality, which is in line with MFMA requirements.
Furthermore, included in trade payables are retentions, which skew this ratio, as they are not
required to be paid within 30 days.

The District has raw water debt from Water and Sanitation Department that will be paid off
during the first quarter of 2018/19 financial year.

5.4.6 Capital charges to operational expenditure
The District does not have loans that it is servicing.
5.4.7 Employee costs

Employee costs

36%

34%
32%
o=

30%

28%
2016 2017 2018

Employee cost: measures what portion of the revenue was spent on paying employee costs. It
is calculated by dividing the total employee cost by the operating expenditure multiplied by 100.

Employee related costs as a percentage of total revenue has increased from the prior year.
Notwithstanding this increase, the ratio remains within the norm of between 25% and 40% .This
provides a demonstration that the district’s expenditure is not misdirected to non-essentials or
nonservice delivery related expenditure. The increase is mainly attributable to an increase in
overtime payments and new appointments in key positions.

5.4.8 Repairs and maintenance

Repairs and maintenance are now classified under contracted services in line with MSCOA
requirements.
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COMPONENT B: SPENDING AGAINST CAPITAL BUDGET

5.5 Capital Expenditure

Capital Expenditure: 2017/18

R 1 400 000 000

R 1 200 000 000

R 1 000 000 000

R 800 000 000
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R million

R 400 000 000
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RO

51.75%

= Capital Expenditure

Operational Expenditure
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5.6 Sources of Finance

Original Budget

Adjustments

Final Budget

Actual Outcome

Variance

%ge
Variance

Service Charges 268,583,183.00 68,583,183.00 230,491,347.00 | -38,091,836.00 -14%
Rental of Assets 55,000.00 55,000.00 89,795.00 34,795.00 63%
Interest Received 30,000,000.00 | 9,000,000.00 39,000,000.00 87,144,255.00 48,144,255.00 123%
Other Revenue 327,807,679.00 | 15,125,424.00 342,933,103.00 131,242,282.00 | -211,690,821.00 -62%
Transfer Recognised — Operating 735,126,000.00 735,126,000.00 | 1,713,088,451.00 | 977,962,451.00 133%
Income from Agency Services - - 77,383.00 77,383.00 0

1,361,571,862.00

24,125,424.00

1,385,697,286.00

2,162,133,513.00

776,436,227.00

Service Charges — Actual billing is corrected through data cleansing projects
Rental of Assets — Hall hire was more than projected
Interest Received — Non-payment of consumers and the investing of funds in high yielding investments resulted in variance
Other Revenue — Budget amounts include VAT and reserves whilst in GRAP; VAT is accounted for in accounts receivable and
reserves under cash in cash flow
Transfer Recognised (Operating) — Budget reflects only the operating grants whilst actual outcome includes both operating and

capital grants received

Income from Agency Services — Commission from garnishee orders was not budgeted for
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5.7 Capital Spending on 5 Largest Projects

The table below illustrates capital

expenditure of five largest projects implemented during

2017/18 financial year:

Name of Project

Variance
Original
Variance
€0)

2017/18 Financial Year

Actual
Expenditure

Original
Budget

Adjustment
Budget

Mthatha Regional Water Supply - | g 156 953 0| 500287285 | -79%
Thornhill to Mganduli

Nggeleni & Libode Corridor 48,449,790 0 191,214,716 -295%
gﬁgsg Bay Regional Water 15,115,337 0| 29849434| -97%
Tsolo Sewer 75,513,829 0 51,783,783 31%

Port St Johns Regional Water 18,046,626 0 11,138,458 38%

Supply - Phase 5

Name of
Project - A

Mthatha Regional Water Supply - Thornhill to Mganduli

Objective of To provide primary bulk water infrastructure to KSD communities in Mthatha
Project and Mganduli towns and villages
Delays Supply of material
Future
Challenges Do not forsee future challenges as yet
Anticipated | 55554 Households
citizen benefits
Name of : : :
Project - B Nggeleni & Libode Corridor
Objective of To provide primary bulk water infrastructure to Ngqgeleni and Libode towns and
Project villages
D Supply of material, land claims, as well as a challenge of kids that drowned in
elays
the trenches
Future delay in the resolution of land claims
Challenges
Anticipated
citizen benefits | 2/ 6% Households
Name of .
Project - C Coffee Bay Regional Water Supply
ggjee%t;ve of To provide water to villages of KSD ward 24 and 25
Delays Approval of additional funding by COGTA
Future
Challenges Do not forsee future challenges as yet
A_r!tlmpated . 4647 Households
citizen benefits
Name of
Project - D Tsolo Sewer
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Objective of To construct waste water treatment work to service Tsolo town and future
Project development of Tso junction

Delays Nonperformance of the service provider

Future

Challenges Do not forsee future challenges as yet

A_r!tlupated . 5047 Households

citizen benefits

Name of .

Project - E Port St Johns Regional Water Supply - Phase 5

Obj_ectlve of To provide water to communities of ward 12

Project

Delays The project started late due to levels of water

Future .

Challenges More high levels of water

A_n_t|C|pated . 7734 seholds
citizen benefits

5.8 Basic Service and Infrastructure Backlogs - Overview

All five the local municipalities, with the exception of Mhlontlo, show an increase in its population
numbers. All five the LMs grow with regard to the number of households at a much faster rate
than the Eastern Cape Province. In addition to this increase in the number of households, the
average size per household steadily declines, not just in the district but also on a national level.
The rate at which the household size diminishes in OR Tambo DM is also lower than the
provincial average.

The increase of the population size in OR Tambo DM district is less because of people
migrating into the region from elsewhere, compared to new births in households throughout the
district and family members moving into the district or moving between households within the
district and its municipalities. However a study undertaken by Global Insight in 2010 and the
Community Survey 2016, suggests that population in the district will decline over the next
decade. A key reason is migration from the district for economic reasons.

O.R. Tambo District housed 2.7% of the total South African population in 2016. Between 2011
and 2016, the population grew by 6.7%, which is close to the provincial growth rate of 6.6% in
the same period. Ingquza Hill and KSD recorded the largest population growth rates of 8.9%
and 8.1% between 2011 and 2016 respectively.
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COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS

5.9 Cash Flow

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved biedget  Adjusiments Final Bugget  Actual amounts on  Difference
comparable basks  between final
Figures in Rand budget and actual
(ash Flow Statemant
Cash flows from oparating activities
Raceipta
Service Charges 185,245 530 185243330 125 029,361 (60,218,168)
Grants 1,834,775,000 B34 775,000 1 713 083 451 (121,606 549)
Interest income 30,000,000 9,000,000 38,000,000 8 572456 31872436
Oer receipts 327 62 B79 15125424  M2988103  E2084604 (180893499
2,377 883 209 1125424 2402008633 2091884872 (310,123 781)
Payments
Employee related costs (435,792, 037) (2802350  (M44.604396)  spaqesomz)  (7,302,586)
Supgliers Paid [63B026T14) (17319858 (BS5348.372)  (sm0em1.114) 74,465,438
Grants and Subsidies paid {33,404 203) 4100000  BTAM203)  qsegis2sm (122311084
(1,107,222054)  (0.322.47) (1,937545171) [1,262803,353)  [126,348,182)
Total receipts 2,377,883, 209 24125424 2402008633 2091884872  [310,123781)
Tatal payments (10722285  (w3zyy) (LITS4IT) 1263883353  (126,348,182)
Nat cash flows from operating 1,270,860,255 [6.106,793) 1264463482  B2TOMIS510 (436471043
activities
C:ash flows from inveating activities
Purchase of property, plant and {1,250 897 525) 13268630 (1.237,628.883)  (pse2m22q)  ATHA08674
cqupment
Cash flows from financing activitias
(Deereaze) | Increase n Long-term (38,793, 338) {38,795,339)
receivables
Nat increase/|decrease) in cash ard 19,762 720 7.071,837 26,834 587 (70,024 041) (B B35 604)
cash equivalents
Cash and cash equivalents at the 513 455,098 A34008  253Tessop  (298636,768)
beginning of the year
Cash and cash squivalents atthe end 533,217,828 TOTIEIT 540280685 183774250  (356,515406)

of tha year
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5.10 Borrowing and Investments
The District maintained its status of having no borrowings during the financial year.

With regards to investments, the district made cash investments during the financial and earned
R153 million. The investments were made in the following institutions:

FNB R9.6 Million
ABSA Bank R2.8 Million
Standard Bank R7.3 Million
Nedbank R5.5 Million
Investec R131 Million

5.11 Public Private Partnership

The District does not have any Public Private Partnerships.
COMPONENT D: OTHER FINANCIAL MATTERS

5.12 Supply Chain Management

The municipality has made a significant progress in developing and implementing the supply
chain management policy and practices in compliance with the guidelines set out in the Supply
Chain Management Regulations as well as the amended Preferential Procurement Regulations,
2017.

During the year under review, the municipality revised its Supply Chain Management Policy
(SCMP) and aligned it with the amended Preferential Procurement Regulations, 2017. Included
in the (SCMP) is the requirement that bidders who have been awarded tenders above R 30
million must sub-contract at least 30% of the value of the contract to various designated groups.
Further in implementing the SCMP the municipality adheres to the requirements of trading only
with people who are registered in the central supplier data base of the National Treasury.

Internal controls have also been strengthened by developing check list for compliance with SCM
regulations in procurement. During the year under review, the municipality conducted various
workshops in the local municipalities where SMME’s where taken through the requirements that
they need to comply with in order to benefit in the supply chain processes of the municipality.

The municipality is also participating in the transversal contract that have been entered to
between National Treasury and various service providers. Participation in such contracts
ensures that the risk of non-compliance with SCM regulations are minimised and that there is
value for money in procurement. Other procurement strategies have also been implemented
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such a appointment of term contract to ensure that the turnaround in procurement processes
are minimised.

As part of its strategic improvement goal in reducing irregular expenditure, the municipality has
abandoned the use of regulation 32 of the SCM regulations and has further reduced the use of
regulation 36 of the SCM regulations.

All bid committees of the municipality are fully compliant to the requirements of regulations 27,
28 and 29 of the municipal supply chain management regulations.

The CFO as the head of the Budget and Treasury Office has fully achieved the minimum
competency levels as required by regulation 5 of the Minimum Regulations on Minimum
Competency Levels. A total number of four SCM officials have reached the prescribed levels of
the minimum competency levels as per the MFMA Competency Regulations and Guidelines.

Currently the manager supply chain management unit is only left with three (3) modules to be
fully compliant with the requirements of regulation 12 of the Minimum Regulations on Minimum
Competency Levels.

5.13 Generally Recognised Accounting Practice (GRAP) Compliance

GRAP it provides the rules by which municipalities are required to maintain their financial
accounts. Successful GRAP compliance will ensure that municipal accounts are comparable
and more informative for the municipality. It will also ensure that the municipality is more
accountable to its citizens and other stakeholders. Information on GRAP compliance is needed
to enable National Treasury to assess the pace of progress and consider the implications.

The Municipality is fully GRAP compliant. The current year accounting framework is consistent

with the previous year. The requirements as per the Accounting Standards Board have been
taken into consideration to the improved Standards of GRAP.
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CHAPTER 6 — AUDITOR GENERAL AUDIT FINDINGS

COMPONENT A: AUDITOR GENERAL OPINION OF FINANCIAL STATEMENTS - 2016/17
6.1 Auditor General Reports: Year (2016/17)

The Municipality obtained qualified audit opinion for the 2016/17 financial year. Upon receipt of
the audit report during December 2017, the Municipality conducted a thorough analysis and
understanding of the AGSA’s audit report. The findings informed the development of the
“‘Management Audit Action Plan” (MAAP), which has been summarised into the “Strategic Audit
Action Plan 2016/17 document. A MAAP is a tool that the Municipality uses to address the
qualification matter and the emphasis of matter.

Management has identified the following areas deserving strategic focus in the implementation
of the Management Audit Action Plan. These areas are:

o performance of a Pre-Audit exercise by internal audit on all prior accounts and figures that
were qualified by the AGSA for audit by 30 June 2016 in order to minimise the impact of
gualification on the restated 2014/15 figures;

¢ implementation of internal controls for identification, recording and reporting of irregular
expenditure for the 2014/15, 2015/16 and 2016/17 financial years.

¢ Review and updating of the contracts register to enable accurate reporting of commitments;

e advising Council by 31 January 2016 on the establishment of a committee of council to
investigate irregular, unauthorised and, fruitless and wasteful expenditure for the purposes
of recovery, or write-off;

e establishment of Section 32 Ad-hoc committee during 2016/17 for investigation of irregular,
unauthorized, fruitless and wasteful expenditure for the purposes of recovery, or write-off;

e Investigation and recommendation for recovery and/or write-off of irregular, unauthorized,
fruitless and wasteful expenditure during 2016/17 financial year;

e review, updating and documentation of internal control processes (procedure manuals) for
all key processes of the Municipality, followed by a change management process to ensure
the attitude of council, management and staff on internal controls is transformed,

e implementation of a compliance monitoring functioning within departments coordinated by
the Municipal Manager’s office and the review of the 2016/17 SDBIP and implementation of
corrective measures immediately after the approval of the budget adjustment by Council;

e council adoption of a stringent process for monitoring the implementation of the
management audit action plan and consequence management in the event of failure to
implement. The MAAP is a standing item of MANCO, Audit Committee and MAYCO; and

e departments to exercise strict asset management controls and accountability of assets
under their custody, and Head of Departments to lead this process for their respective
departments.
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The action plan was submitted to Council, together with the Annual Report at the Council
meeting of 28 January 2017.

COMPONENT B: AUDITOR GENERAL OPINION - 2017/18

6.2 Auditor General Report Year: (2017/18)
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Report of the auditor-general to the Eastern Cape Provisional
Legislature and the council on OR Tambo District Municipality

ort on the audit of the consolidated and separate financial statements

Qualified opinion

1. | have audited the consolicatad and separate financal alatemants of the OR Tambeo Disirict
Municipality set out on pages .. 1o ... which cemarise the statemend of financial position as at
3 June 2018, the siatemant of financial performance, statemer of changes in et assets, cash
flow statement and the slalement of comparisan of bugget infarmafion with aclus! information
Tor the year then ended, as wel as the notes o consolidated and separata the finencial
slatemeris, insheding a summary of significant accounting policies,

2 In my opinion, axcapt for the possible effacts of the matlers described in the basis for qualfied
oginion paragraphs, the con and sep Tinancial present fairdy, in all
miatarial raspacts, tha financial pesition of the OR Tambo Distrct Municipality as at 30 June
2016 and finencial peformance and eash Aows far the year then endad in accordance with
South African Standards of Generally Recognised Accounting Practice (SA Standards of
GRAP) and the requirements of the Municipal Finance Management Act of South Afhica, 2013
{Act Mo, B8 of 2003) (MFMA] and the Division of Ravanus Act, 2017 (Act Me. 3 af 2017)
(Do),

Basls for qualified opinion
Commitments

4, Tha manicipality did not comectly recognise s contractual commilments Sor the acquisiion of
progarty, plent and equpment as required by GRAP 17, Prapery, plar and equipment (PPE)
Thie wes due 10 & lack of systems and prosesses in place at the municipaity fo ensure that
commitments are coreclly disciosed. Consaquently, commitments disclosed in note 46 10 the
cansalidated and separate inancial staberments are overstated by RST9.3 million (2016-17
RO38,1 million).

Property, plant and equipment

4. The munisipalily &d nol adequately assess (he condition of the assets {o determine whather
there were any indicalions thal ils infrastruciure assets may be impaired, 53 required by GRAP
A7, Froperty, plant and squipment and GRAP 21, impairment of non-cash generating sesels. |
was unable to determing the impact of this lack of assessment as it was imgractical for me ta
oo 50, Furtharmore, a1 unreconciad differance of R96 millon was identifisd belween the
cpaning balance in the fixed asset reglster and the opening batance of PPE for 2018, as well
85 tha closing balanca of PPE for 2017 disclesed in nole 9 o the consobdated and separate
Tinancial . The runic did ol have syslems af intermal contral for
recanciling lransaclions and events 1o the financial statemends, As a result, | was unabla o
obibain the requined evidenoe by alternadive means, Consequently, | was unable to delermine
whether any adjusiments were required o she PPE declosed at R2,8 bilion in the statemant of
financial position and node § 1o the financal statements,
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5. Tha municipaity did not recognisa all items of PPE in accordance with GRAP 17, Property
plan! and equipment. Projects that wena sompated &t yeer end were not trensfemed from work
in progaess 1o inlrestruciune. Conaaquently, nfrastnichure disclosed inonate % 1o the
consalidabed and separate lnancial slatements is undarstales by R312,8 millon and work in
progress disclosed n nole B 1o the financial statemants |8 overstated by the Sama amount

Contaxt for the opinion

& | corductsd my mudit in accordanca with the International Slardarde on Audiling {ISAs]. My
responsibiities undar those standards are further dascribed in the sudilor-general’s
respensiblities for tha audit of the consolidated and separabe fnancal stalements sectian of
thiz suditor's report

7. 1 am independent of the muricpaity in accordance with the Inteenational Ethics Stenderds
Beard for Accourtants’ Code of elhics for prafessions! accourtsnis (IESBA coda) and the
ethical requirernents that are relevant o rmy audil in South Alica. | have fullilled my ather
ethical respensibiles in accordance with these requirements and the IESBA coda.

E. | believe that the sudit evidanse | hava obtained i sufficient and appropriate to provide a basis
fsr rry gualiliad opinicn,

Emphasis of matters

8. | draw atlention to the metters betow. My opinion = nod modified in respact of thasa matiers.

Irregular expenditure

10. Az disclosad In note 57 to the consolidated and separate firancial statements, the municipality
has accurmulatad imegular expandiure smounting to RE2.5 bilien, of which R&33, T milkan
(2016-17: RZ,5 billion) was written off during the 2017-18 financial year. Irmegulsr expandiure
incurred in fhe curen] year amounis lo R332,8 million {2016-17- R1 billon). This resulled In &
diosing balance af R3,1 billon {2018-17; R2,8 bilan) at Ihe end of the 2017-18 finandal year
which has not baan invastigated by coamcil,

Impairment loss

M. As disclesed in nate 4 to the consolidated and saparals financal statements, material
imgairment allowances of RE23. 45 milion (2017. RE3E,44 millien) was made against
recalvables from exchange ransactions, The net mewement in these allowances together with
bad debl write-offs resulted in a0 mpairment expense of REAT millian (2017; R148,9 millian)
as disclosed in the statement of financial performance and nate 4 to the consobdsted and
separaie finandcal slalemenbs.

Material losses

12. As disclosed in nobe 60 to the coneclidsled and separate finencial siatements, matarial losses
of R21,3 millien {2017: RZ2, milion) wae incumed, which reprasants 47, 28% (201617
B4 13%) of total bulk water purchases.
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Restatement of corresponding figures

13. As disclosed i notes 48-50 to the consolidated and separate finarcal statements, lhe
corresponding Higures for 30 Juna 2017 have been restated as & resull of errons dscovered
during the financial year endad 30 June 2018,

Other matter
14, | draw atiention 10 the matter balow My opmion is nol modfed in respect of these matiers
Unaudited disclosure notes

15 In berms of seclion 125(2)e) of the MEMA, the antity i required e disclose pariculars of nan-
compliance with this legisiation, This disclosure reguirement did not Tarm parl af the aud of
the: financial statements and sccorgingly | 0o nol exgress an opinisn ereon

Responsibilities of sacesunting officer for the consolidated and separate financlal
slatements

16. The accounting officer is resparsible for the preparation and fair presantation of the
consolidaled and separabe financial statermenis in accordance with the 5A Standards of GRAP
and {he requirements af the MFWMA and Dars, and for such inteme contred as the assaurling
officer delarmings is necassary to anable the preperabon of corsoidated and sepacate
financial statements that are free from material misstatement, whether due Lo fraud or arror,

17. In pregaring the financial stalements, the accounting officer is responsible for assassing the
rumicipaity’s abilty to conlinue @S a going concern, disclosing, as appleable, matiers relating
1o going concerm and using the going concerm basis of accounting unless the appropriale
governance siruciure sithes intends io liquidate the municipality o to casse oparations, o has
no reakstic alternatiee but io do so,

Auditor-general’s responsibilities for the audit of the consolidated and separate
financial statements.

18, My objactves are to oblain reasonable assurance ahoul whether the consolidabed and
eaparale fingncial stalemants as a whole are free from material misstatement, whathar dus to
fraud of erar, and o issue an auditars repadt that incledes my epinion, Reasonable
assurance is a high lavel of assurance but is not & guarantes that an audil sonducled in
accordanca wish the 15As will abways detect & material misstatamant when | exists,
Missiatements can anse from frawd or ermor end are considerad matesial if, indvidwally ar in
Bggregate, they could reasonably be expecled ke influgnce the sconamis decisions of users
takan on the basis of these censalidabed and separate inancial stabemants.

18. Afurher deserigtion of my respansibiltios for the awdit of the consclidated and saparats
financial statements is mchadad in the annexura to this suditor's report.
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|_ Report on the audit of the annual performance report

Introduction and scope

0. In accordance with the Public Sudit Act of South Africa, 2004 (Act No, 25 of 2004) (FAA) and
the: general notice issued in barms thesecf, | nave a respansibility to repot metedal findings on
the: reponed performance information sgalnst predetarmmad objectives for selecled
develapmeant priorities prasanted i the annuel parformance repan. | parformed procedures o
Identity findings but not 10 GEther evidence 10 BxXpress ASsUrance.

21, My proceduwas address the reported perdformance information, which muss be based gn the
approved performance planning documents of the municipality. | have not evaluated the
comphetenass and approprialaness of the performance mdicatos inchaded in the planning
docurmants, My proceduras also did not axtend to any disclosuras or asserions relating to
planrad parformance strategies and imtormation in respect of futura pericds (hat may be
inciuded &8 pert of the repored parformance information. Accordingly, my findings da nal
aaland 10 hage mattars.

22 | evaluated the usefulness and refabilify of the reporied perdomance information In
accordance with the critesia developed from the perfarmance managemant and reperting
framewnrk, a5 defined n tha general notice, for the following selecied development priories
presented in the annuel performance repor of tha municipality for the year ended 30 June

2018:
Development priorities Pages in the annual
performance report
KFA 1: Basic sarvice delivery and infraslruclure X=X
KPA 4: Local sconomas devedopmant =3

23. | performed procadures 1o determing whather the reporfed pedormance information was
propery pressnted and whether performance was consisient with the approved performance
planning documents, | performed furiber procedures (o determine whether the indicators and
refated targels were measurable and relevant, and essessed the reliabdity of the repored
perfermance information 1o datermine whether if wes valld, accurste and complede.

24, | did nol raisa ary fndings on he uselulness and relabiity ol KPAL: Local economic
developmant or an fhe usefluiness of KPAY: Basie service defivery and infrastructiors, The
material findings in respest of reliabdity of the selected development priorilies are as folows:

KPA 1: Basic aarvice delivery and infrastructine

‘Warious indicators
26, | was unable 16 oblein sufficient appropriste audit esvidence for the reporied achievements of
three of the 80 indicators refating to this programme. This was due to limitations placed on the
scope of my work, | was unable to confirm ihe reporied achievements by allemative maans,
Consaquenity, | was unable 1o detenming whather any adjuesiments were requined Lo the
raporied Behievemants In the annual performancea raport of the indicators eled below.
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Indicator Indicator description Planned Reported
| number achisvement | achievement
1_17_6_P03B | Percentage completion of Thormhill 3% B5%
1_17_6_P030 | Percentage completien of Libode and 355 [
Ngaeleni Coridor Bulk Waler Supply
Sehesme (WES)
1_17_1_P034 | Mumbser of indigent households supplied | 250 &0
| wilh lanke and gulber for rairmater
i harwesbng
L

26. The regoried achicvemant in the annual parformance regor did nol agree 1o he supporing
evidance provided for the indicators listed balow. The supporing evidence provided indicaled
that tha achisvermnents of these indicalors were as follows:

Indicator Indicater dascription Reported | Audited

num bar performance | value

1_17_11_P10s | Percenlage completian of KSD PIP: 83% TE%
Rosedale

1_17_13_P10T | Percenlage completion of KSD PIF: Litode | 6% 92%

1_1T_12_P06 | Parcentege complation of KSD PIF: 26% a5%
Moanduli Corridor

1_18_9_P113 | Parcentsge completion of Morhem outlal | 98% BT
sewars (bulk waterborne sanilalion
infrastructine 1o cover Mthalha West)

1_17_3_PO3G Numoer of indigent househalds reseiving 153 000 187 000
fres baslc water and sanilation sendoas

Other matfer
27, | drarw attention to the maltar balow.
Adjustment of material mizsiatemenis

28, | identified materisl mizstatamants i the ennusl pedormanse report submitted for auditing
These matersl misatataments weare in the reparted performance information of KP4 1 Basic
aanvice delary and infrasfructure. As managemant subsequently comected anly some of the
rigglataments, | raised material indings on the reliabiy of the repered parformance
nfermation. These thal were not comacied are reported abowve.
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Achigvernent of planned targets

29, Refer to tha annual perlanmances report on pages x ba x; for information on the achlevemant of
planmad targets for the wear, This information shoukd ba consicerad in tha context of the
material findings expressad on the reliability of the reported pefomanca information in
paragraphs 24 ko 26 of this report

Responsibilities of the accounting officer for the reported performance information

3. Tha accounting officer is responsible Tar the praparalion of the arnual perfarmanca regart In
accordance with the prescribed performance management and reporting framawork, as sel out
Inannexure O ko this report, and for such internal controd as the accounting officer detarmines
is necesssry 16 enable the preparation of performance information that |e free fram malerkal
misstatement in terms of its usefulness and raliabiiny.

Auditor-genaral's responsibilities for the reasonable assurance engagement on the
reported performance information

31. My objeclivias are 1o oblain reasonable assurance about whethar the reporied performance
inferrnation for the selecied development prionties presented In the annual performance reporl
i frew fram material missiatement, and ta i=5ue 8 maragement repon hal indudes my
apiran, Reasonable Bssurance (& & hagh level of Bsaurance bul is nal & guarantee that the
assuwrance engagamant conducted in accordance wilh the relevant assurance standards will
always datect & maleral misslalement when # exisls. Misstatemants can ansa fram fraud or
arror and are considenad malerial #f they could reasanably be expacied to influance the
ralevant deciEians of users laken on the basis of the reporied performanca infonmation.

Report on the avdit of compliance with ie-gisl.slmn

]

Intreduction and scope

32, In accordanca with the PAS and the ganeral notice issued in lermes theneal, | have a
respansibidity o raport material findings on the cormpliance of the municpality with specific
matlars in key legislation. | parformed procedures o identify findings but nst to gather
evidante o expless assurance.

33, The material findings an complianca weh specfic mattars in key legislalions ane as follows:

Annual financial statements, performance and annual report

34, The consolidated and saparets financial stalements submitled Tor auditing were nod prepared
I all materal respacts in sccordance with the requiremants of ssction 122{1) of tha MFMA.
Material misstalements of current assats, axpendilure and disclosure items dentfied by the
audilors in the submitted consolidated and sep financial WaIE B musrilly
sormeched, bul the uncormecied malerial misstatemants resulted in the consoldeled and
separaie financial statements recetang a qualified audi opinion.

Strategic planning and performance management

38, The parformanca management systam and related contrals were inadequale as it did not
describe how the performance reporing processes should be managed, as required by
municipal plarming and performance managemeant regulalion (1),
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Expenditurs management
3. Money owed by the municipaity was nat slways paid within 30 days, as required by saction
G5(2)a) of tha MFIMA,

37. Feasonable steps weare not laken lo prevent imaguler expendiiune, &s requined by sscton
B2{1)d) of tha MFMA. Mast ol The dsclosed iregular axpendilure was caused by non-
wompliance with supply chain managemenl (SCM) policies.

4. Raasonable staps wera nat faken o prevent fruitless and wasteful expanditure amounting to
F21,6 million as disclosed in note 5 1o the consolidated and separate financial statamants, in
cantravantion of section 62{1)(d) of tha MFMA. Most of the daeclosed fruslass and wasteful
axpendillne was causad by intarest on ovaroua accounts.

Consaquance management

39, kregular expanditure incurred by tha municipality was not all investigated io determine
whether any parson was liabde for the expendiiune, a5 requirad by section 32(2)b) of the
MFMA.

Asast management
40, An adequate manageman, accounting and infermatlion Syslam which Acteunts for assals was
et in place, as requined by secticn G3(2)a) of the MFMA.

Procurement and contract management

41, Some al the goods and sarvices with a ransaclion value of balow R200 000 were pracuned
without obtaining the required price quolations, in conrawenlion of SCM regulatien 17(a) and
{z), Similar non-complance was repored in the prior year,

42, Soma of the contracts were awarded 1o providers whasa tax matters had not baen declared by
1he South African Revenue Sanvdce o be in erder, in contravention of SCM reguiation 43,
Sirilar non-compliancs was reported in the prior year.

43, Somae of the conbracts were awarded 1o bidders based on painls grven for criberia thal differed
from those stpulabed in the original imditation for bidding, in raventicn of SCM i
2(b) and 281Ka} and tha Prefarential Progurament Regulations.,

4

b

Same of the contracts were awarded through compelitive bidding procasses that were not
adjudicatsd by the bid adjudication commilles. Simdar nen-complisnce was reparied in (ha

priar year.

45, Soma of the nvitations far compatitva bidding were nat advertised for a mequirad minimam
paricd of days, In contravantion of SCM requlatian 22(1) and 22(2)

4B, Some ol the sonbracts and qustations wene awarded o bidders based on pre-qualiication
criteria fhat were nol stipulated in lhe orginal nvitaton ler bisding ard quactatans, in
contrawention of the 2017 preferential procurement regulation &{1)and 2.

47 Some of the construchon contracts were swardad o contraciors that did not quasify for the
contract in socordance with eaction 18(1) of the CIDB Act snd CIDE reguiations 17 snd

25(TA)L

ORTDM Annual Report 2017/18

5.

81,

52,

Some of the bid documeantation for procurement of commodities degignaied for local content
and production, did not elipulated the minimum hreshald for local production and content 83
required by the 2017 preferential prosurement regulation 82), Similar non-comaliance was.
also regoried in the prior year.

Sarne of he commodities designatad for local contant and production, were procured from
supgliens wha did not submit a daclarstion on lecal production and condenl as reguired by the
2017 prafarential procursment reguiation. Similer nor-compliance was also reported in the
wriar yaar,

Some of the commodities designated for kcal content and production, wers procured from
supphers who did nol meel the prescribed minimum threshold for local prodection and contenl.
as requined by the 2017 preferential procurement regulation 8(5). Similar non-complance was
also reparied in {he prier year,

Som of the contracts were extandad er modiied wilheu! Ihe approval of a praperly delegated
official, in contraventon of SCM regulation 5.

The perfarmance ol some of the conftractors or prosiders was not monibored ona manthly
basis, a5 required by section 1168(2)b) of the MFMA. Similar non-compliance was alsg
reporied in the prior year,

Cthar information

53.

5.

| Internal control deficiencies

BT

The accounting officer is ressansible fof the olber information, The other informaticn
COMprises e infermalion included in the annual report. The other nformation doss pol include
e consalidaled and separate financial statemants, the auditor's repon and those selected
dewelopment pricnties presented in the annual pedomance repor that have bean specifically
regarted inthis audilor's report.

My epinion on the co fed and stafrments and findings on tha repartes
performance information and compliance with legislation do net covar the other infonmatisn
and | do not express an awdit opinion or any form of assurance conclusion therean,

In conneation with my audit, my responsibiity s 1o read the oiher infarmalion and, in doing 5o,
corsider whether the other information i matedally inconsistent wilh the consolidated and
separats financial statemants and the selected priorilies presented in the annueal pedormance
repart, or my knowladge ablained in the audil, or olherwise appears io be materially missiated.

Idd niol receive the other information prior to the dete of this suditor's regan. Wan | da
receive and read this information, if | conclude that there s a material misstatement iherain, |
am requined to communicaie the matier io these charged with goverrance and request that
ihe ciher information be comected. i the other infarmation i not carrecied, | may have to
ratract this auditor's report and re-igssue an amended repon 88 appropriate. However, If it is
comactad this will nol be necessary,

I corsidered imbemal control refevant to my audil of the consalidabed and Sepanate fnancial
staiemants. reporied parformance information and Eance with applicable lesslation;
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howevar, my obyaciive wes not fo exprass any form of asswanca an it The matiers reported
below ara limited to the eignificant iIntarnal contral defleiencios thet resulied in the basis for the
gualilied opinicn, the lindings on e annual padomandce repoft and the indings on
compliance wilh legistation included in tis reporl.

s Leadership hes not eetablished a complianes snd padormancs culture within the
municigality. This is furiber substanlialed by lhe facl thal no oficals haee been hald
accountable for past uneutharised, imegular and froilless weslelul expendibure inoemed.
Leadership's inability to address and priontise this critical area had a direct bearing on
tha numiber of compliance findings reporied. Waeekly and manthly reconciliations ware
noi praparad for all financial fems during the year. This is due ta a lack of capacity 1o
axecwie basic sccounting functions. Intemal contrels were not in place 8= 8 limiled
nirmiar of key officiats within the finance unil ware responsible for paromming mulliple
Incompatible funclions. Leadership was alow bo regpond 1o the recormmendalions made
by the gewernance slruchures and external a0 relating b the improvernent of conbrals
required for good govemance and improved financial and performance regoring

East London

30 Movember 2018
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Annexure - Auditor-general’s responsibility for the audit

1.

Ag part of an audit in acoordance with tha 154s, | & i Judo and
mainlain professional scapticism troughout my sudit of the fnancial stademants, and the
procedures parfommed on reportad perarmancs information for selecied devalopmeant pricrties
and on tha murscpalty's compliance wilh respect (o the selected subjact matiars,

Financial staternents

2

In addition ta my resporsibility for the audit of the consolidated and sepanats financial
statemants a8 described in this audilors repor, | also:

*  idenlify and assess the risks of material mi nant of the cor and
financial statéments whether due to freud or eror, design and perdfiorm awdit procedures
respansive io those risks, and cblain sudil evidenca 1hat is sulficient and appropriate to
pravide a basis for my opinion. The risk of mal detecting a material misstatement resulting
from fraud is higher than for one resulling Trom &for, as fraud may invalve collugion,
forgary, intentiznal cmissions, misreprasantations, or the ovemide of Intermal contral

= ablain an urderstanding of mternal control relevent to the sudit in order to design audic
procedunes that are appropriate in the circumsiances, bul nol for the pupose of
Expressing an cpinion on the affecth of the mumcipalily's internal cantrol

= pvaluale the appropristensss of accounling polisies used and the reasonableness of
BCCOUNIng and refated di made by the accounting officar.

*  conclde on the appropriatenaess of the accounting officer's usa of the gaing cancem basis
of aczaunting in the preparation of the consalitated and separale inancial statements, |
alza conclude, based on the audit evidence sblaired, whether a matedal uncartainty a:xsts
related o events or conditions. that may cast sigaificant doubt on the ©O.R Tambo District
ability to confinue 85 & going concern. If | conclude that a material uneedalnty axiste, | am
raqured fo draw atentien in my awditor's repar to the related disclosures in the
congolidaled and separate finandal statemends about the materkal uncerdainty or, ¥ such
disciosures are inadequate, to moddy the apinion on 1he separate financial stalements, My
conclusions are based an tha information avalable 1o me at the date of this suditor's
reporl. However, futurs events or corditions mey cause & municigality to cease continung
as a gaing concem

+  evaluats e overall presentation, slructure and content of the consolidated snd saparate
financisl statements, inchading he disclosures, and whether the consalidaled and saparate
financial alatermeants represent the underying ransactions and ewents in & manner that
achieves fair presentation,

Communication with those charged with governance

» | communicate with the sccounting afficer ragarding, amang other matiers, the planied
scope and liming af Ihe audit and sigrificant audit findings, including any significant
deficiencies in internal contral that | identify during my audit

+ | also confim o the accounting officer that | have camplied wilh relevant ethical
requirements regarding independenca, and comimunicale all relafionships and other
rmatigrs that may ressonably be theught b heve a bearing on my indepardence and, whens
applicable, ralated saleguards,
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Paragraph/
summary

Root cause

Recommendation

Responsibility

Due Date

g The municipality did not 1. This was due to | 1. Management should | 1. Submission of a list of 1. Chief 1.16

g correctly recognise its a lack of systems ensure that: all capital projects register | Financial January

= | contractual commitments and processes in There are regular to Water and Sanitation Officer. 2019.

E for the acquisition of place at the reviews and monitoring | Department for review of 2. Director: 2.31

8 property, plant and municipality to of the commitments completeness and Water and January
equipment as required by | ensure that schedule/ register to accuracy i.e. budget, Sanitation. 20109.
GRAP 17, Property, plant | commitments are ensure that information | expenditure, project 3. Director: 3.31
and equipment (PPE) This | correctly in the register is free status. Water and January
was due to a lack of disclosed. from errors. 2. Review and update Sanitation. 2019
systems and processes in | 2. The cause of Capital Commitments 4. Director (monthly).
place at the municipality to | the finding is the schedule i.e. confirmation | Office of the 4.25
ensure that commitments | lack of proper of in-progress and Municipal January
are correctly disclosed. record keeping completed projects. Manager. 2019.
Consequently, and lack of regular 3. Prepare monthly
commitments disclosed in | reviews of the Section 116 Reports for
note 46 to the commitment tabling in the Capital
consolidated and separate | register by Project Steering
financial statements are management. Committee.
overstated by R579,3 3. Capital 4. Revive the Capital
million (2016-17. R936,1 commitments still Project Steering
million). includes Committee and its

completed monthly sitting thereof i.e.
projects. review of terms of
reference.
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8 Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

The municipality did not 1. The assets were | 1. As most 1. Revive the Capital 1. Director 1.25
adequately assess the not assessed for infrastructure assets Project Steering Office of the January
condition of the assets to possible indicators | relate to the supply of Committee and its Municipal 2019
determine whether there of impairment. water to villages and monthly sitting thereof i.e. | Manager. 2.31
were any indications that communities covered review of terms of 2. Director January
its infrastructure assets by the O.R. Tambo reference/conditional Office of the 2019.
€ | may be impaired, as District Municipality, assessment. Municipal 3.28
g required by GRAP 17, the assets should be 2. To engage a service Manager. February
.g— Property, plant and maintained to ensure provider for review of the 3. Director 2019.
=4 equipment and GRAP 21, the supply of water as methodology on Office of the 4.31
- | impairment of non-cash well as avoid the need | assessment of Municipal March
& | generating assets. | was to impair assets. Infrastructure Assets. Manager. 20109.
€ | unable to determine the 2. Assets should be 3. To convene a workshop | 4. Municipal 5.31
‘—g_ impact of this lack of assessed annually for on preparation of Manager. March
<. | assessment as it was indications of conditional assessment 5. Municipal 20109.
S | impractical for me to do impairment and the and impairment of assets. | Manager.
g | so. relevant adjustments 4. To conduct a
a should be made based | conditional assessment
on the results of the for the assets identified by
assessments. AGSA.
5. To conduct conditional
assessment for the entire
population of
Infrastructure Assets.
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Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

Furthermore, an 1. The municipality | 1. The Fixed Asset 1. Submission of the Work | 1. Chief 1.16
unreconciled difference of | did not have Registers for all In-Progress (WIP) Financial January
R96 million was identified | adequate systems | classes of assets Register to Water and Officer. 20109.
between the opening of internal control should be kept up to Sanitation to confirm 2. Director 2.25
balance in the fixed asset | for reconciling date and should agree | completed projects and in- | Office of the January
register and the opening transactions and to the AFS and the progress projects. Municipal 20109.
balance of PPE for 2018, events to the accounting records. 2. Revive the Capital Manager. 3. Monthly.
as well as the closing financial This can be done by Project Steering 3. Director:
balance of PPE for 2017 statements. preparing a Committee and its Water and
disclosed in note 9 to the 2. No reconciliation between | monthly sitting thereof i.e. | Sanitation
consolidated and separate | reconciliation was | the FAR and the AFS review of terms of
financial statements. The performed on the regularly to ensure that | reference/conditional
municipality did not have FAR and the the FAR is complete assessment.
adequate systems of Accounting and agree to the 3. Submit the supporting
internal control for records to ensure | corresponding documentation for all
reconciling transactions that the AFS agree | accounting records identified completed
and events to the financial | to the underlying projects i.e. completion
statements. As a result, | FAR. certificates, bill of
was unable to obtain the guantities and drawings
required evidence by etc..
alternative means.
Consequently, | was
unable to determine
whether any adjustments
were required to the PPE
disclosed at R2,8 billion in
the statement of financial
position and note 9 to the
financial statements.
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&l Paragraph No.

Property, plant and equipment

Paragraph/

summary

The municipality did not
recognise all items of PPE
in accordance with GRAP
17, Property plant and
equipment. Projects that
were completed at year
end were not transferred
from work in progress to
infrastructure.
Consequently,
infrastructure disclosed in
note 9 to the consolidated
and separate financial
statements is understated
by R312,8 million and
work in progress disclosed
in note 9 to the financial
statements is overstated
by the same amount.

Root cause

1. There was also
an inadequate
review of the
assets register to
ensure its
completeness.

Recommendation

1. Management should
ensure that the fixed
asset register is
adequately reviewed.
2. Management should
ensure that assets are
capitalised when
available to ORTDM
for use and the various
departments do not
have contradicting
reports.

Action

1. Submission of the Work
In-Progress (WIP)
Register to Water and
Sanitation to confirm
completed projects and in-
progress projects.

2. Revive the Capital
Project Steering
Committee and its
monthly sitting thereof i.e.
review of terms of
reference/conditional
assessment.

3. Submit the supporting
documentation for all
identified completed
projects i.e. completion
certificates, bill of
guantities and drawings
etc.

Responsibility

1. Chief
Financial
Officer.

2. Director
Office of the
Municipal
Manager.

3. Director:
Water and
Sanitation

Due Date

1.16
January
20109.
2.25
January
20109.

3. Monthly.

4 |10 95’ As disclosed in note 57 to | 1. The Council 1. Management should | 1. To facilitate finalisation | 1. Municipal 1.31
£ | the consolidated and resolved on ensure that compliance | of the investigation of the | Manager. January
S | separate financial January 2018 that | with MFMA, SCM remaining Unauthorised, 2. Municipal 20109.
< | statements, the the MPAC should | regulations and policy Irregular, Fruitless and Manager and 2. Ongoing.
@ | municipality has investigate the is reviewed and Wasteful Expenditure. all HOD's.
‘_g accumulated irregular Unauthorised, monitored. 2. Enforce implementation
> | expenditure amounting to Fruitless and of consequence
= | R2,9 billion, of which Wasteful management on
R833,7 million (2016-17: Expenditure transgressors of SCM
R2,5 billion) was written off | identified in the Policy.
during the 2017-18 2016/17 and any
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Paragraph/
summary

financial year. Irregular
expenditure incurred in the
current year amounts to
R982,9 million (2016-17:
R1 billion). This resulted in
a closing balance of R3,1
billon (2016-17: R2,9
billon) at the end of the
2017-18 financial year
which has not been
investigated by council.

Root cause

2017/18
Unauthorised,
Fruitless and
Wasteful
Expenditure (UIF).
2.Dueto a
number of
transactions to be
investigated, as
service provider to
asset on
investigation
appointed in the
first quarter of

Recommendation

Action

Responsibility

Due Date

2017/18 financial
year.
5 111 § As disclosed in note 4 to 1. This is caused 1. There should be a 1. Finalise development of | 1. Director: 1.29
— | the consolidated and by inadequate proper review of Water Conservation Water and March
& | separate financial review of calculations for Demand Management Sanitation 2019
€ | statements, material calculations for impairment losses to Plan and phase in its 2.1. 2.1.25
'g impairment allowances of | impairment losses. | ensure accuracy and implementation. Chairperson of | January
£ | R623,45 million (2017: reasonable disclosure 2. Finalise appointment of | the Bid 2019
R535,44 million) was a Debt Collector. Evaluation 22 30
made against receivables Committee January
from exchange 2.2 2019
transactions. The net Chairperson of | 2.3. 31
movement in these the Bid January
allowances together with Adjudication 2019
bad debt write-offs Committee
resulted in an impairment 2.3. Municipal
expense of R88,7 million Manager
(2017: R146,9 million) as
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Paragraph/
summary

Root cause Recommendation Action Responsibility | Due Date
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disclosed in the statement
of financial performance
and note 4 to the
consolidated and separate
financial statements.

6 | 12 As disclosed in note 60to | 1. This is caused 1. There should be a 1. Installation of Bulk 1. Director: 1.31
the consolidated and by inadequate proper review of Water Metres. Water and March

& | separate financial review of calculations for 2. Refurbishment of Water | Sanitation. 20109.
@ | statements, material calculations for material losses to Metres. 2. Director: 2.31
£ | |osses of R21,3 million material losses. ensure accuracy and Water and March
& | (2017: R22, million) was reasonable disclosure Sanitation. 20109.
£ | incurred, which represents
= | 47.28% (2016-

17-54.13%) of total bulk
water purchases.
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Paragraph No.

Restatement of corresponding figures

Paragraph/

summary

As disclosed in notes 48-
50 to the consolidated and
separate financial
statements, the
corresponding figures for
30 June 2017 have been
restated as a result of
errors discovered during
the financial year ended
30 June 2018.

Root cause

1. This is the
results of minor
delays
experienced on
finalisation of
some components
of the Annual
Financial
Statements e.g.
Finalisation of
Infrastructure
Assets Register.

Recommendation

1. Management should
ensure that AFS are
prepared on time for
review by relevant
stakeholders and
structures i.e. Audit
Committee

Action

1. The municipality will
vigorously implement
accounting policies and
financial procedures in
line GRAP standards and
best practices regarding
preparation of AFS.

2. Continuous timely
preparation of the Annual
Financial Statements to
allow timely review of the
AFS.

3. The service provider
assisting the Municipality
on preparation of AFS is
on site throughout the
financial year; assisting
the Municipality in
resolving some of the
findings raised by Auditor
General.

Responsibility

1. Chief
Financial
Officer.
2. Chief
Financial
Officer.
3. Chief
Financial
Officer.

Due Date

1.10
August
20109.

2.10
August
20109.

3. Ongoing.

8 | 25 | > | KPA 1: Basic service 1. The cause of 1. Management should | 1. Access all the 1. Director: 1.28
Z | delivery and the above finding ensure that the information/documentation | Office of the February
S | infrastructure is lack of adequate | information submitted regarding the projects that | Municipal 2019.
& | 1 was unable to obtain review of the APR | for audit is complete. were originally appointed Manager. 2.28
6’ sufficient appropriate audit | by management Moreover, by Department of Water 2. Director: February
o | evidence for the reported 2. This was due to | management should and Sanitation i.e. tender | Office of the 2019.
9,: achievements of three of limitations placed ensure that information | documents, Bill of Municipal 3.28
the 80 indicators relating on the scope of my | that relates to its Quantities Manager. February
to this programme. This work. indicators is stores in a | 2. Assess all the Bill of 3. Director: 2019.
was due to limitations manner that will be Quantities (BOQ's) that Office of the
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Paragraph No.

Paragraph/

summary

placed on the scope of my
work. | was unable to
confirm the reported
achievements by
alternative means.
Consequently, | was
unable to determine
whether any adjustments
were required to the
reported achievements in
the annual performance
report of the indicators
listed below.

1. Percentage completion
of Thornhill;

2. Percentage completion
of Libode and Nggeleni
Corridor Bulk Water
Supply Scheme (WSS)

3. Number of indigent
households supplied with
tanks and gutter for
rainwater harvesting

Root cause

Recommendation

easily accessible as to
obtain any information
and documents in a
timeous fashion.

Action

were amended and they
be approved by the
Engineer and the Client
for implementation

3. Review the SDBIP for
all the KPI's and
Performance Targets that
do not meet the smart
principle.

Responsibility

Municipal
Manager.

Due Date
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Paragraph/

Root cause Recommendation Action Responsibility | Due Date
summary

Paragraph No.

The reported achievement | 1. The cause of
in the annual performance | the above finding
report did not agree to the | is lack of adequate
supporting evidence review of the APR
provided for the indicators | by management
listed below. The
supporting evidence
provided indicated that the
achievements of these
indicators were as follows:

AOPO (Reliability)

1. Percentage completion
of KSD PIP: Rosedale

2. Percentage completion
of KSD PIP: Libode.

3. Percentage completion
of KSD PIP: Mganduli
Corridor

4. Percentage completion
of Northern outfall sewers
(bulk waterborne
sanitation infrastructure to
cover Mthatha West)

5. Number of indigent
households receiving free
basic water and sanitation
services
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Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

2 g The performance 1. PMS Policy not | 1. Management should | 1. Full implementation of 1. Director: 1. 30 June
g £| management system and reviewed to correct | ensure that the PMS the PMS Policy. Office of the 2019.
£ & related controls were the gaps raised by | Policy is reviewed. Municipal
C @©| - . . .
S g madequate as it did not Auditor General. Manager.
o g| describe how the
.2 | performance reporting
o O
@ 5| processes should be
g £| managed, as required by
» S| municipal planning and

g performance management

regulation 7(1).

11 | 36 36. Money owed by the This may lead to a | Management should 1. All the invoices must be | 1. All HOD's. 1.31
municipality was not material non- review the current submitted to the CFO's January
always paid within 30 compliance with controls in place with Office. 20109.
days, as required by the MFMA and regards to the payment

= section 65(2)(e) of the may be reported of invoices to ensure

o | MFMA. on the audit report. | consistent adherence

g to legislation.

S

g An electronic register

£ of all invoices received

%’ could be kept and

5 monitored for timeous

S payment. This should

< be periodically

w reviewed to identify
invoices that are
delayed in payments in
order to make the
necessary follow ups.
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Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

Reasonable steps were 1. Capacity 1. Management should | 1. To facilitate finalisation | 1. Municipal 1.31
not taken to prevent constraints within enforce consequence of the investigation of the Manager. January
irregular expenditure, as the SCM Unitand | management to ensure | remaining Unauthorised, 2. Municipal 2019.
required by section the institution at that the SCM Policy is | Irregular, Fruitless and Manager and 2. Ongoing.
62(1)(d) of the MFMA. large and also lack | complied with. Wasteful Expenditure. all HOD's.
Most of the disclosed of understanding 2. Enforce implementation
irregular expenditure was | the legislation and of consequence
caused by non-compliance | regulations. management on
with supply chain 2. Poor transgressors of SCM
management (SCM) procurement Policy.
policies. planning within the

Institution.

3. Poor control

environment

(attitude towards

controls and

compliance) within

the Municipality.

4. Overriding of

controls by some

Senior

Management.

13 | 38 Reasonable steps were 1. Capacity 1. Management should | 1. To facilitate finalisation | 1. Municipal 1.31
not taken to prevent constraints within enforce consequence of the investigation of the Manager. January
fruitless and wasteful the SCM Unitand | management to ensure | remaining Unauthorised, 2. Municipal 20109.
expenditure amounting to | the institution at that the SCM Policy is | Irregular, Fruitless and Manager and 2. Ongoing.
R21,6 million as disclosed | large and also lack | complied with. Wasteful Expenditure. all HOD's.
in note 56 to the of understanding 2. Enforce implementation
consolidated and separate | the legislation and of consequence
financial statements, in regulations. management on
contravention of section 2. Poor transgressors of SCM
62(1)(d) of the MFMA. procurement Policy.
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Paragraph No.

Paragraph/

summary

Most of the disclosed
fruitless and wasteful
expenditure was caused
by interest on overdue
accounts.

Root cause

planning within the
Institution.

3. Poor control
environment
(attitude towards
controls and
compliance) within
the Municipality.
4. Overriding of
controls by some
Senior

Recommendation

Action

Responsibility

Due Date

Management.

14 | 39 % Irregular expenditure 1.The Council 1. Management should | 1. To facilitate finalisation | 1. Municipal 1.31
£ | incurred by the resolved on enforce consequence of the investigation of the Manager January
S | municipality was not all January 2018 that | management to ensure | remaining Irregular 2. Municipal 2019
g investigated to determine | the MPAC should | that the SCM Policy is | Expenditure identified in Manager and 2. Ongoing.
£ | whether any person was investigate the complied with. the AG Report all HOD's
g | liable for the expenditure, Unauthorised, 2. Enforce implementation
S | as required by section Fruitless and of consequence
2 | 32(2)(b) of the MFMA. Wasteful management on
Q Expenditure transgressors of SCM
S identified in the Policy.

O 2016/17 and any
2017/18
Unauthorised,
Fruitless and
Wasteful
Expenditure (UIF).
2.Duetoa
number of
transactions to be
investigated, as
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Paragraph/
summary

Root cause

service provider to
asset on
investigation
appointed in the
first quarter of
2017/18 financial
year.

Recommendation

Action

Responsibility

Due Date

15 | 40 % An adequate 1. The municipality | 1. The Fixed Asset 1. Submission of the Work | 1. Chief 1.16

£ | management, accounting did not have Registers for all In-Progress (WIP) Financial January
% and information system adequate systems | classes of assets Register to Water and Officer. 2019.
c | which accounts for assets | of internal control should be kept up to Sanitation to confirm 2. Director 2.25
] . o1 . . K
£ | was not in place, as for reconciling date and should agree | completed projects and in- | Office of the January
% | required by section transactions and to the AFS and the progress projects. Municipal 2019.
9 | 63(2)(a) of the MFMA. events to the accounting records. 2. Revive the Capital Manager. 3. Monthly.
< financial This can be done by Project Steering 3. Director:

statements. preparing a Committee and its Water and

2. No reconciliation between | monthly sitting thereof i.e. | Sanitation

reconciliation was | the FAR and the AFS review of terms of

performed on the regularly to ensure that | reference/conditional

FAR and the the FAR is complete assessment.

Accounting and agree to the 3. Submit the supporting

records to ensure | corresponding documentation for all

that the AFS agree | accounting records identified completed

to the underlying projects i.e. completion

FAR. certificates, bill of

guantities and drawings
etc..
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Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

Some of the goods and 1. The Municipality | 1. Management should | 1. Enforce implementation | 1. Municipal 1. Ongoing.
services with a transaction | does not follow ensure that compliance | of consequence Manager and
value of below R200 000 SCM policies and | with MFMA, SCM management on all HOD's
were procured without procedures regulations and policy | transgressors of SCM
obtaining the required correctly. is reviewed and Policy.
price guotations, in monitored.
contravention of SCM
regulation 17(a) and (c).
= | Similar non-compliance
g was reported in the prior
o | year.
17 | 42 | @ | Some of the contracts 1. Management 1. Management should | 1. Enforce implementation | 1. Municipal 1. Ongoing.
g were awarded to providers | does not review ensure that all winning | of the Central Supplier Manager and
— | whose tax matters had not | bidders’ bidders documents are | Database (CSD) for all HOD's
§ been declared by the documents to attached before compliance.
‘g‘ South African Revenue ensure that all of submitting to the
O | Service to be in order, in the applicable Auditor General.
2 | contravention of SCM information is
fE regulation 43. Similar non- | included in the
& | compliance was reported files before they
g in the prior year. are submitted for
§ audit
18 | 43 | © | Some of the contracts 1. Non-compliance | 1. Management should | 1. The Municipality will 1. Municipal 1. Ongoing.
0 | were awarded to bidders with the SCM ensure compliance ensure compliance to the Manager and
based on points given for Regulations. with SCM Regulations. | SCM Regulations. all HOD's
criteria that differed from
those stipulated in the
original invitation for
bidding, in contravention of
SCM regulations 21(b) and
28(1)(a) and the
Preferential Procurement
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Paragraph/
summary

Regulations.

Root cause

Recommendation

Action

Responsibility

Due Date

19 | 44 Some of the contracts 1. Non-compliance | 1. Management should | 1. The Municipality will 1. Municipal 1. Ongoing.
were awarded through with the SCM ensure compliance ensure compliance to the Manager and
competitive bidding Regulations. with SCM Regulations. | SCM Regulations. all HOD's
processes that were not
adjudicated by the bid
adjudication committee.
Similar non-compliance
was reported in the prior
year.
20 | 45 Some of the invitations for | 1. Poor planning- 1. Management must 1. The Municipality will 1. Municipal 1. Ongoing.
competitive bidding were projects are not effectively apply and ensure compliance to the | Manager and
not advertised for a planned timeously | monitor each step in SCM Regulations, where | all HOD's.
required minimum period to cater for proper | the SCM policy, from there is an emergency
of days, in contravention of | procurement initiation to completion. | request for approval from
SCM regulation 22(1) and | processes. the Accounting Officer will
22(2). be made as per
Regulation 22
21 | 46 Some of the contracts and | 1. Non-compliance | 1. Management should | 1. All the invitation for 1. Municipal 1. Ongoing.
guotations were awarded with the SCM ensure compliance tenders will include criteria | Manager and
to bidders based on pre- Regulations. with SCM Regulations. | for evaluation. all HOD's.
qualification criteria that
were not stipulated in the
original invitation for
bidding and quotations, in
contravention of the 2017
preferential procurement
regulation 4(1) and 4(2).
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Paragraph No.

Paragraph/

summary

Some of the construction

Root cause

1. Management

Recommendation

1. Management should

Action

1. Management will

Responsibility

1

Due Date

1. Ongoing.

contracts were awarded to | does not monitor ensure that tenders are | monitor compliance with Chairpersons
contractors that did not compliance with awarded to contractors | CIDB requirements. of the Bid
qualify for the contract in CiDB that qualify for them as Committees
accordance with section requirements. per the CIDB and Municipal
18(1) of the CIDB Act and regulations. Manager.
CIDB regulations 17 and Management must
25(7A). monitor and review

compliance will all

applicable regulation.

23 | 48 Some of the bid 1. This is due to 1. Management should | 1. Bid Specification 1. Bid 1. Ongoing.
documentation for the lack of implement controls to Committee will ensure that | Specification 2. Ongoing.
procurement of monitoring of ensure compliance all the Specifications Committee
commodities designated compliance with all | with all the applicable approved comply with the | Chairperson.
for local content and the applicable regulations. DTI requirements on the 2. Chief
production, did not SCM regulations Management should Local Content. Financial
stipulated the minimum and controls to monitor compliance 2. SCM Unit will monitor to | Officer.
threshold for local ensure compliance | with all applicable ensure that all requests
production and content as | with all the regulations. for quotations take into
required by the 2017 applicable account the DTI
preferential procurement regulations. requirements on Local
regulation 8(2). Similar Content.
non-compliance was also
reported in the prior year.

24 | 49 Some of the commodities 1. This is due to 1. Management should | 1. Bid Specification 1. Bid 1. Ongoing.
designated for local the lack of implement controls to Committee will ensure that | Specification 2. Ongoing.
content and production, monitoring of ensure compliance all the Specifications Committee
were procured from compliance with all | with all the applicable approved comply with the | Chairperson.
suppliers who did not the applicable scm | regulations. DTI requirements on the 2. Chief
submit a declaration on regulations and Management should Local Content. Financial
local production and controls to ensure | monitor compliance 2. SCM Unit will monitor to | Officer.
content as required by the | compliance with all | with all applicable ensure that all requests

ORTDM Annual Report 2017/18 200




Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

2017 preferential the applicable regulations. for quotations take into
procurement regulation. regulations. account the DTI
Similar non-compliance requirements on Local
was also reported in the Content.

prior year.

25 | 50 Some of the commodities 1. This is due to 1. Management should | 1. Bid Specification 1. Bid 1. Ongoing.
designated for local the lack of implement controls to Committee will ensure that | Specification 2. Ongoing.
content and production, monitoring of ensure compliance all the Specifications Committee
were procured from compliance with all | with all the applicable approved comply with the | Chairperson.
suppliers who did not meet | the applicable scm | regulations. DTI requirements on the 2. Chief
the prescribed minimum regulations and Management should Local Content. Financial
threshold for local controls to ensure | monitor compliance 2. SCM Unit will monitor to | Officer.
production and content, as | compliance with all | with all applicable ensure that all requests
required by the 2017 the applicable regulations. for quotations take into
preferential procurement regulations. account the DTI
regulation 8(5). Similar requirements on Local
non-compliance was also Content.
reported in the prior year.

26 | 51 Some of the contracts 1. The cause of 1. Management should | 1. Ensure that all 1. Director 1. Ongoing.
were extended or modified | the above finding ensure that all contracts extensions are Office of the 2. Ongoing.
without the approval of a is due to lack of extensions or contract | approved by the relevant Municipal
properly delegated official, | controls by amendments above delegated official. Manager.
in contravention of SCM management to 15% for other goods 2. Ensure that supporting | 2. All Head of
regulation 5. ensure compliance | and services and 20% | documents/records for Departments.

with MFMA with for infrastructure are extended contracts are
regards to contract | approved by delegated | available for audit
management. authority and proposed | purposes.
amendments tabled
before council.
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Paragraph/

Root cause Recommendation Action Responsibility | Due Date
summary

Paragraph No.

The performance of some | 1. The cause of 1. Management should | 1. Compile performance 1. All Head of 1. Monthly
of the contractors or the above finding implement controls to reports for all the service Departments.

providers was not is due to lack of ensure compliance providers/contracts on a

monitored on a monthly controls by with contract monthly basis

basis, as required by management to management

section 116(2)(b) of the ensure compliance | requirements per

MFMA. Similar non- with MFMA with MFMA. Contracts

compliance was also regards to contract | should be properly

reported in the prior year. management. monitored on a

monthly basis to
ensure timeous
completion and
efficient use of
municipality resources.
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Paragraph No.

Paragraph/

summary

Root cause

Recommendation

Action

Responsibility

Due Date

&8 | I considered internal 1. Thisisduetoa | 1. Management should | 1. Municipality to use 1. MM and All 1. Ongoing.
2 | control relevant to my lack of capacity to | ensure that there are Term Contracts. Head of 2. 30 June
2 | audit of the consolidated execute basic control measures in 2. Appointment of SCM Departments. 20109.
% | and separate financial accounting place which are Staff (population of SCM 2. MM and All | 3. Ongoing.
B | statements, reported functions. Internal | regularly reviewed and | organogram). Head of 4. Monthly.
£ | performance information controls were not implemented. 3. Ongoing Departments. 5. Ongoing.
& | and compliance with in place as a 2. Management should | implementation of 3. CFO. 6.
ic; applicable legislation; limited number of ensure that Irregular Expenditure 4. CFO and All | Quarterly.
c key officials within | consequence Compliance Checklist. Head of 7. Ongoing.
.g however, my objective was | the finance unit management is 4. Irregular Expenditure Departments.
= | not to express any form of | were responsible implemented for all the | Registers prepared 5. CFO and

assurance on it. The for performing people failing to monthly and presented to | Manager:

matters reported below are | multiple comply with Management Committee SCM.

limited to the significant incompatible established internal (MANCO) and quarterly to | 6. Director

internal control functions. controls. MPAC. Office of the

deficiencies that resulted 2. Capacity 5. Checklist attached on MM.

in the basis for the constraints within requisitions to be 7. Municipal

qualified opinion, the the SCM Unit and reviewed and signed by Manager and

findings on the annual the institution at the Head of Departments | all HOD's.

performance report and large and also lack (Directors).

the findings on compliance | of understanding 6. Conduct awareness

with legislation included in | the legislation and campaigns on the Anti-

this report. regulations. fraud and Anti- corruption

3. Poor Policy

1. Leadership has not procurement 7. Enforce implementation

established a compliance planning within the of consequence

and performance culture Institution. management on

within the municipality. 4. Poor control transgressors of SCM

This is further environment Policy.

substantiated by the fact (attitude towards

that no officials have been | controls and

held accountable for past compliance) within
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Paragraph/

Root cause Recommendation Action Responsibility | Due Date
summary

Paragraph No.

unauthorised, irregular and | the Municipality.

fruitless wasteful 5. Overriding of
expenditure incurred. 2. controls by some
Leadership's inability to Senior

address and prioritise this | Management.
critical area had a direct
bearing on the number of
compliance findings
reported.

3. Weekly and monthly
reconciliations were not
prepared for all financial
items during the year. This
is due to a lack of capacity
to execute basic
accounting functions.
Internal controls were not
in place as a limited
number of key officials
within the finance unit
were responsible for
performing multiple
incompatible functions.

4. Leadership was slow to
respond to the
recommendations made
by the governance
structures and external
audit relating to the
improvement of controls
required for good
governance and improved
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Paragraph/ Root cause Recommendation Action Responsibility = Due Date
summary

Paragraph No.

financial and performance
reporting.
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APPENDICES

APPENDIX A — COUNCILLORS: COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE

1. List of Council Members

NO SURNAME & INITIAL DESIGNATION

1 [ Nkompela X. SPEAKER

2 | Meth N. EXECUTIVE MAYOR

3 | Sokanyile T. CHIEF WHIP

4 | Nogumla R.Z DEPUTY EXECUTIVE MAYOR

5 | Ngozi W. MMC: INFRASTRUCTURE

6 | Nggongwa N. MMC: BTO

7 | Mdoda Z. MMC: CORPORATE SERVICES

8 | Mdledle N. MMC: COMMUNITY SERVICES

9 | Sabona J. MMC: REDP

10 | Mjokovana D. MMC: HUMAN SETTLEMENT & DISASTER

11 | Godongwana S. MMC: SPECIAL PROGRAMMES & SOCIAL
SERVICES

12 | Giyose R.M MMC: PLANNING ,RESEARCH & IGR

13 | Dambuza M. MMC: TECHNICAL SERVICES

14 | Gantsho A.A CHAIR OF CHAIRS

- CHAIPRERSON : ETHICS & MEMBERS

15 | Gceinindawo N. INTEREST

16 | Pepping P.N CHAIRPERSON: MPAC

17 | Cwecwe N. CHAIRPERSON: WOMENS CAUCUS

18 | Rolobile L. CHAIRPERSON : PETITIONS AND PUBLIC
PARTICIPATION

19 | Mandita K. CHAIRPERSON: BTO

20 | Nkungu M.I CHAIRPERSON: COMMUNITY SERVICES

21 | Kuluta N. CHAIRPERSON: REDP

29 | Gusana 7. CHAIRPERSON: INFRASTRUCTURE &
TECHNICAL SERVICES

23 | Mcimbi T.E CHAIRPERSON: IGR

24 | Mziba L CHAIRPERSON: CORPORATE SERVICES

25 | Fono N. CHAIRPERSON: HUMAN SETTLEMENT

26 | Mgaweni T. CHAIRPERSON: OCMOL

27 | Ntshoyi N.P. CHAIRPERSON: SPECIAL PROGRAMS

28 | Sabisa T.N. CHAIRPERSON: TECHNICAL SERVICES

29 | Bara B. CLLR

30 | Begezi N. CLLR

31 | Bokwe F. CLLR

32 | Bunzana M. CLLR

33 | Cube Z. CLLR

34 | Dudumayo B.R CLLR

35 | DumisaT. CLLR
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NO SURNAME & INITIAL DESIGNATION

36 | Gaxeni F. CLLR
37 | Ggetywa N.I. CLLR
38 | Ggwetha B. CLLR
39 | Ketwa U. CLLR
40 | Mabasa S.N. CLLR
41 | Mabongo L. CLLR
42 | Madwantsi P. CLLR
43 | Malghas B. CLLR
44 | Malghas U. CLLR
45 | Matanzima S. CLLR
46 | Mbangatha N. CLLR
47 | Mbewu B.S. CLLR
48 | Mchithakali N. CLLR
49 | Mjoji L. CLLR
50 | Mkontwana N. CLLR
51 | Msakeni M. CLLR
52 | Mzimane N. CLLR
53 | Ndude L.M. CLLR
54 | Nkani N. CLLR
55 | Ntukuntezi L.S. CLLR
56 | Pato T.Z. CLLR
57 | Qangani S. CLLR
58 | Tshotsho L. CLLR
59 | Xangayi C.T. CLLR
60 | Nkosi Dudumayo M. TRADITIONAL LEADER
61 | Nkosi Groom J.J. TRADITIONAL LEADER
62 QE’%Md“tSha“e TRADITIONAL LEADER
63 | Nkosi Meji N. TRADITIONAL LEADER
64 | Nkosi Mjoji P.A. TRADITIONAL LEADER
65 | Nkosi Mtirara B.P. TRADITIONAL LEADER
66 | Nkosi Mtirara M. TRADITIONAL LEADER
67 | Nkosi Ndabeni V. TRADITIONAL LEADER
68 | Nkosi Ndamase N. TRADITIONAL LEADER
69 | Nkosi Ndamase H. TRADITIONAL LEADER
70 | Nkosi Ranuga M. TRADITIONAL LEADER
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APPENDICE B — COMMITTEE AND COMMITTEE PURPOSES

S79 STANDING S79 PORTFOLIO
s "\ ( )
CHAIRPERSONS INFRASTRUCTURE WHIPS
COMMITTEE b g p
\_ ) 4 )
p R HUMAN SETTLEMENT & ANC ] [ ubm ]
RULES | DISASTER MANAGEMENT | L
r N [ \ DA ] [ EFF ]
p S ( ) AIC ] [ a ]
MPAC CORPORATE SERVICES -
[ PETITIONS PLANNING, RESEARCH & IGR
, ) 4 N\
WOMEN’S CAUCUS SPECIAL PROGRAMS & SOCIAL
g SERVICES
\\ J
REDP

L

[ AUDIT COMMITTEE ]

STRUCTURE OF SECTION 79 COMMITTEES
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SECTION 79

CHAIRPERSON SECTION 79 OVERSIGHT CHAIRPERSON

STANDING PORTFOLIO
COMMITTEE COMMITTEES
1. Rules Committee 1. Special Programmes ClIr. T. Gaweni

Clir X. Nkompela | and Social Services
2. Programming 2. Planning, Research and | ClIr. T. Mcimbi
Committee IGR
3. Chairperson’s ClIr. A. Gantsho 3. Human Settlements and | ClIr. N. Fono
Committee Disaster Management

Committee

4. Municipal Public Clir. N. Pepping 4. Community Services ClIr. M. Nkungu
Accounts Committee Portfolio Committee
(MPAC)
5. Ethics and Clir. N. 5. Corporate Services Cllr. L. Mziba
Members Interest Gcinindawo
Committee

6. Multiparty Women'’s
Caucus

6. Infrastructure and ClIr. Z. Gusana

Technical Services

ClIr. N. Cwecwe

7. Petitions and Public
Participation
Committee

Clir. M. Dambuza | 7. Budget, Treasury and ClIr. K.D. Mandita

Internal Audit

8. Rural and Economic CliIr. N. Kuluta

Dev. Committee

SCOPE OF THE TERMS OF REFERENCE (PURPOSE) FOR S79 STANDING COMMITTEES

SECTION 79
STANDING

COMMITTEE

SCOPE OF THE TERMS OF REFERENCE

1. Rules Committee

1. To promote the realisation of the vision, strategic objectives and
priorities of O.R. Tambo District Municipality.

2. To assist the Council in developing and administering Standing
Rules for Council meetings for its efficient functioning of the
committees of Council.

3. To develop, advise and monitor the implementation of Council’s
policy with regard to Civic Functions and presentations.

3. To diligently perform its power and functions in terms of these terms
of references.

4. To promote adherence to appropriate dress code for all council and
committee meetings.

2. Programming
Committee

1. To oversee and regulate the programming of Council’s agenda and
proceedings.

2. To recommend a Programme of debates.

3. To diligently perform its power and functions in terms of these terms
of references.

3. Chairperson’s

1. To oversee and regulate the functioning of the Section 79 Standing
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SECTION 79
STANDING

SCOPE OF THE TERMS OF REFERENCE

COMMITTEE
Committee

Committees and Portfolio Committees activities\ programmes, and
reporting.

2. To strengthen the oversight role and accountability played by
council committees.

3. To diligently perform its power and functions in terms of these terms
of references.

4. Municipal Public
Accounts
Committee (MPAC)

3.1 ROLE OF THE MPAC

The Committee is accountable to Council and is operating as an
overseer and makes recommendations to the Council for its
consideration and final approval. The Committee does not assume
the functions of management, which remain the responsibility of the
Accounting Officer, Heads of Departments, officials and other
members of senior management. The role of the Committee is to
assist the Council to ensure that:

3.1.1 The municipality fulfils its constitutional mandate of service
delivery to the community and achieves the set objectives;

3.1.2 The municipality is managed in an efficient, effective and
ethical, corruption and fraud free manner ; and

3.1.3 The municipal resources are utilised in an economic manner.

3.2 AUTHORITY OF THE MPAC

The MPAC Committee has the authority as per the SALGA
recommendations:

3.2.1 To call the Executive and/or any Councillor to report on any
matter reported in terms of finances to ensure that every cent is
accounted for.

3.2.2 To oversee all programmes of the municipality and to
investigate value for money on projects — overseeing the
planning and implementation of projects against expenditure.

3.2.3 To request, access information and monitor such based on
suspicion of imprudent financial management.

3.2.4 to instruct the Executive and any other committee members,
management and other employees to be present at a given
meeting to hear and answer for themselves and for possible
interview and input regarding items of the agenda.

3.2.5 To direct any matter for investigation through the relevant
investigation Departments, Office of the Auditor General and
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SECTION 79
STANDING SCOPE OF THE TERMS OF REFERENCE

COMMITTEE
law enforcement agencies within its terms of reference.

3.2.6 To have unrestricted access through the Office of the
Accounting Officer to employees of Council, information
relating to all personnel, books of account, records, assets and
liabilities of the Council and to any other sources of relevant
information that may be required from the Council for the
purpose of carrying out its duties and responsibilities.

3.2.7 To seek any information (and have access) it requires from any
MMC/Councillor. All MMCs and Councillors are directed to co-
operate with any request made by the Committee.

3.2.8 MPAC shall have direct access to internal and external
auditors and may direct investigations in any matter when
necessary.

3.2.9 The Committee should have permanent referral as they
become available, of —

(@) all accounts and financial statements of the
municipality;
(b) all reports of the Auditor-General,
(c) all reports of the Audit Committee;
(d) Information on compliance (see section 128 and 133 of
the MFMA);
(e) Information in respect of any disciplinary actions
taken in terms of the Municipal Finance Management
Act (MFMA);
(H) Information in respect of transgressions in terms of the
MFMA.

3.2.10 The Committee also has the right to summon any person to
give evidence before it, or to require any person or institution to
report to it. In the interest of accountability, the Committee may
call individuals who were responsible at the time of the events,
even though they may since have resigned from the
municipality.

3.2.11 Receive technical support from the Internal Audit office.

3.2.12 The committee must hold public hearings and instruct other
committee members, management and other employees to be
present at a given meeting to hear and answer for themselves
and for possible interview and input regarding items of the
agenda.

3.2.13. The committee must monitor the extent to which its
recommendations and those of the AG are carried out.

3.2.14 The committee must invite and receive submissions from the

ORTDM Draft Annual Report 2017/18



SECTION 79
STANDING

SCOPE OF THE TERMS OF REFERENCE

COMMITTEE

public.

3.2.15 The committee must undertake fieldwork (i.e. oversight visits
within the municipality) to get first-hand information on any
municipal matters.

3.2.16 The committee must consider recommendations and reports
from the Audit Committee.

3.2.17 MPAC may consider any financial reports or financial
statements jointly with the Audit Committee.

3.2.18 MPAC must consider the oversight reports of the portfolio
committees with regard to quarterly performance, budget
expenditure and focused intervention study.

3.2.19 The committee must ensure that the municipality complies
with the provisions of the King IV Report.

3.2.20 MPAC requires the executive to attend its meetings where

required, and will not be

able to engage the municipal manager (accounting officer) and senior

management in the absence of the executive or political office bearers,

as this will encroach on the role of the executive who has the
responsibility for oversight over the administration of the municipality.

The MPAC is not authorised to:

(a) Discuss matters that are still under investigation or sub-judice,
but can in-committee receive progress reports on matters
under investigation.

(b) Report to Council on allegations not investigated.

(c) Call any person outside Council (e.g. contractor, service
provider, etc.) to account for the monies of the municipality and
municipal entities where such outside person is implicated in
the forensic investigation report.

5. Ethics and | (1)To promote adherence to the Code of Conduct for councilors.
Members Interest | (2)To develop, advise and monitor the implementation of Council’s
Committee policy with regard to councilor’s welfare and benefits.

(3)To diligently perform its power and functions in terms of these terms
of references.

(4)To promote adherence to council standing orders.

(5)To promote adherence to appropriate dress code for all council and
committee meetings.

6. Multiparty 1. To act as an advisory, influencing and consultative body by

Women’s Caucus

representing the interests and concerns of women members in Council
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SECTION 79
STANDING

SCOPE OF THE TERMS OF REFERENCE

COMMITTEE

and making submissions to the Council.

2. To engage on empowerment issues with women in political
structures outside Council.

7. Petitions and
Public Participation
Committee

1.to encourage active involvement of communities and community
organisations in the affairs of the municipality;

2.to increase the effectiveness of Public Participation in the affairs of
the municipality;

3.to ensure the consideration, monitoring and tracking of petitions
lodged to the municipality;

4.to ensure that timeous feedback is given to Petitioners;

5.to ensure adherence to Community Complaints and Petitions
Handling Policy; Public Participation Policy; and Public Participation
Strategy;

SCOPE OF THE TERMS OF REFERENCE (PURPOSE) FOR S79 PORTFOLIO

COMMITTEES

SECTION 79 PORTFOLIO

COMMITTEES NAME

1.Infrastructure Services & | (1)The Committee maintains oversight on the Member of the
Portfolio | Mayoral Committee (MMC), and the department in fulfilling

Technical Services
Committee

2.Human Settlement
Disaster Management Portfolio | (2)To fulfil its oversight responsibility, the Committee must

Committee
3.Corporate Services

4.Community Services

5.Budget & Treasury Office other matter assigned to it by national or provincial
(BTO) and Internal Audit

6.Planning, Research
Intergovernmental Relations

7.Special Programs and Social | (3)To scrutinize the reports of the department, for
Services Portfolio Committee submission to Council pursuant to the requirements of, but

8.REDP

PURPOSE

their responsibilities, including the implementation of policies,

and By-laws, regulations and other applicable legislation.

scrutinize and oversee the extent to which the department is
fulfilling its Constitutional obligations in respect of —

(i) the local government matters listed in Part B of
Schedule 4 and Part B of Schedule 5, and any

legislation; and

(i) the promotion and fulfilment of all the rights
enshrined in Chapter 2 - the Bill of Rights, sub-
sections 7 — 39;

and

not limited to, the Structures, Systems and Finance Acts
respectively and to report to Council with recommendations;

(4)To scrutinize the reports of institutions established by
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SECTION 79 PORTFOLIO
COMMITTEES NAME

PURPOSE

Chapter 9 of the Constitution, in particular, the reports of the
Auditor-General to the extent that reflections on the
department are made by the Auditor-General.

(5)To establish mechanisms that will enable the Committee
to undertake Focused Intervention studies and Oversight
Visits;

(6)To facilitate the participation of the public in the oversight

processes of the Committee; and

(7)To ensure the scrutiny and review of the efficacy of
policies and By-laws made, as a means of ensuring
accountable and responsive local government.
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APPENDIX C- THIRD TIER ADMINISTRATIVE STRUCTURE

TOP STRUCTURE

1BO
MUNICIPALITY

Internal Audit

Municipal Manager

r T

(Vacant)

Water Services
(Vacant)

Community Service
(Vacant)

Rural & Economic
Development Planning
(Vacant)

Technical Services
(vacant)

Human Settlements
(Vacant]

| ]
Manager: Roads,  [}] 1 x Head : Disaster Risk

1 x Manager; Tourism ||

Budget & Treasury
Office (BTO)
(Vacant)

Corporate Services

Legislative Service / Council
vacam) Secretar

(Vacant)

Storms, Water &
Electricity (vacant)

Management
Center(vacant)

Development &
Marketing (vacant)

1x Manager: Research.

1 X General Manager : WSA, Planning & Compliance
(vacant)

WSP & Customer Care (vacant)

1 x Manager MHS (Vacant)

(vacant)

1 x Manager: Rural
Development,
Facilitation, Resource
Mobilisation & Research
(vacant)

Manager: Buiding
Control (vacant)

1 x General Manager : PMU, ERU|

1 x Manager Housing
& Engineering Services (vacant)

Administration (vacant)

Manager : Sport Arts
Culture, Heritage &
Information Services

Manager: Estate
9 (vacant)

management (vacant) L Manager: nformal
Trade & Enterprise
Development (vacant)

1 x Manager Quality
Assurance ( vacant)

1 x Manager Community|
Safety & Security

Manager: Transport
o P Senvices (vacant)

Planning & Services
(vacant) 1 x Manager:
Environmental
Management Services
(vacant)

1 X Manager: Social

Manager: Mechenical [iij Development (vacan)

Workhop (vacant) 1 x Manger: Spatil
Planning & Land Use
Management (vacant)
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General Manager
SUpply Chain, Asset
Management and
Municipal Support

1 x Manager 1x Manager: Human

Executive Mayoral
Services

(Vacant)

Office of the Municipal
Manager
(Vacant)

1 x Manager Council &

Employee Relations Commitoes (vacant)

(vacant)

Resources
Development (vacant)

1x Manager: Human | |

1 x Manager.

Executive Mayoral
Senvices

Executive Mayoral Office

1 x Manager: Admin &
Finance (vacant)

Resources Admin &

Individual

Information Systems performance (vacan)
(vacant)

1x Massenger: Executive
Secretarial & Mayoral
ICommitee Support (vacant)|

1 x Manager: Public

1x Manager: Safety & Participation (vacant)

Security Services
(vacant)

1 x Manager;
Organisational
Development (vacant)

1x Manager Social
Development

1 x Manager: Whippery
H (vacant)
(vacant)

1 x Manager: Records|
Archive & Auxiliary
Services (vacant)

1x Manager Employee
Wellness (vacant)

1 x Manager: Policy

1xM &E Officer;
Service Delivery &
Compliance (vacant)

1 x Manager ; People’s|
Forum (vacant)

1 x Manager; Poverty
Relief &Mayoral

Research (including
speech writing & 1x Manager Special
1x Manager: tral

: nslation gram
Infomathn (vacant) (vacant)
Communication &
Technology (vacant)

1x Sergeant at Arms.
(Vacant)

(vacant)

1 x Manager; VIP &
Protocol (vacant)

|| Performance, Reporting &

1 X Chief Risk Officer
(Vacant)

1 X Manager Legal
Services (vacant)

1 X Manager
Communications (Vacant)

1 X Manager Corporate

M&E (vacant)

1x Manager: IDP, IGR, IR
& Municipal Support
(vacant)



APPENDIX D — FUNCTIONS OF MUNICIPALITY/ ENTITY

‘ O.R. Tambo

Water Yes
Sanitation Yes
Municipal Health Yes
Electricity Reticulation No
Air pollution -

Building regulation -

Child care facilities -

Fire fighting Yes
Local Tourism Yes
Municipal Airports Yes
Municipal Planning Yes
Public Transport Yes

Pontoons and ferries -

Disaster Management Yes

Storm water -

Trading regulation -

Beaches and amusement facilities -

Billboards and advertisements -

Cemetries, parlours and crematoria -

Cleansing -

Traffic packing -

Street lighting -

Street trading -

Refuse removal dumps and solid waste disposal -

Public places -
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APPENDIX G - REPORT OF THE MUNICIPAL AUDIT 3. ATTENDANCE REGISTER
COMMITTEE Meetings:

AUDIT COMMITTEE ANNUAL REPORT FOR THE YEAR ENDED 30 JUNE
1018

1. INTRODUCTION

As required by Section 166(2) of the Municipal Finance Management Act, 36 of 2003,
the Andit Committee report is prepared as prescribed by Section 166(2) of the MFMA
and in line with the recommendations of the King IV report on Corporate Governance for
South Africa 2016 and its Code of Governance Principles. The Aundit Conumittes
performs its duties in accordance with its approved Charter by the Municipal Council and
the MFMA.

The terms of reference are set out in the Audit Committee Charter. which is approved by
Council and it’s continnously reviewed and updated for changes in legislation business
circumstances, and corporate governance practices. The Audit Conmmittee confirms that.
it has complied with its statutory obligations and has discharged its duties in accordance
with the Charter.

The role of the Committee is defined in its charter and cover amongst others the
following:-

+ Toadvise Council and management on matters relating to accounting policies,
safeguarding of assets, the operation of adequate systems of financial control,
recording and reporting, and the preparation of financial statements in
compliance with the applicable legal requirements and applicable accounting
standards;

+ Provide an oversight role on the development and implementation of the
entity-wide- financial risk management;

# To approve the Risk-based Three (3) Year Rolling Plan and the Anmal Plans
proposed by the both Internal and External Anditors and ensure coordination
between their andit activities;

+ To advise Council on matters relating to performance management;

s AC approves and monitor Internal Audit 3-Year Rolling Plan.

* To recommend the appointment or termination of the Director: Internal Auwdit:
and evaluates the effectiveness of Internal Aundit unit.

+ Review the Audit Strategy and regularly engage external auditors on matters
relating to annual andit.

X MEMBERSHIP

1. Mr 5 Simelane Chairperson, appomted m May 2016
2. Mr PH. Songo Appomted m May 2016

3. Ms. 5. Makhathini Appomted m May 2016

4 Mr M. Msiwa Appomted m Septembar 2016

5. Ms N. Mketsu Appomted m September 2016

Nome of the above members are officials of the Municipality or its Entities. All the
members of the Committee are independent. with no interests in the management or
conduct of the business of the Municipality.
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The Audit Committes held three meetings in the vear under review. The attendance at the
meetings was as following:

Member Name 18/08/2017 | 28/08/2017 | 13/1L/2017 | 18/01/2018 | 20/01'2018 | 18/05/2018 | 19/06/2018
Mr. 5. Simelane P P P P P P P
Ms. 5. A P P P P P P
Makhathini
Ms. N Mketsu P A A A P P A
Mr. P. Songo P A A P A A A
Mr. M. Msiwa A A P P P A P
*
P = Present
A= Apologized

The Auditor-General has a standing invitation to attend Andit Committee meetings. The
Municipal Manager, Chief Financial Officer, Chuef Risk Officer. Director: Intemal Audit,
and other key executive members are required to attend the meetings of the Committee.
The Internal Anditor, Anditor-General, and Management are afforded individual closed
sessions with the Committes.

4. SUMMARY OF THE MAIN ACTIVITIES UNDERTAKEN BY THE AUDIT
COMMITTEE DURING THE YEAR UNDER REVIEW.

In line with the MFMA and the King IV report on Corporate Governance, the Andit
Committee executed the following activities during the year:-

4.1 Internal Aundit

s Considered the adequacy of resources and effectiveness of the Internal Andit
function, which included the approval of the Anmual Operational and Three —Year
Rolling Risk-Based Internal Audit Plan;

s Approved Internal Audit™ Charter for the vear:

+ Reviewed the reports from Internal Aundit related to the work performed as per
approved Anmual Plan relating to the adequacy and effectiveness of the
organisation’s internal control environment, systems. and process together with
the adequacy and appropriateness of the related management’s corrective action
plan(s).
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4.2 External Audit

s Reviewed and supported the audit strategy of the External Auditor. with specific
reference to the proposed audit scope, approach. and andit fees;

+ Considered with management the cuality and effectiveness of the External Audit
process, areas of concern and the improvement plans being developed to mitigate
identified risks;

+ Recommended for submission of Anmual Financial Statements by Council to
Anditor General;

+ Reviewed the siznificant accounting practices. judgements and estimates adopted
by the organisation in the application of Generally Recognised Accounting
Practices (GRAP). and found those to be appropriate;

* Reviewed the significant accounting policies adopted by the crganisation and all
proposed changes in accounting policies and practices, and recommended amy
changes considered appropriate in terms GRAP to Council for approval;

s Reviewed the Management I etter and the Audit Report from the External Anditor
conceming the effectiveness of the crganisation’s internal control environment,
systems, and process;

+ Reviewed the adequacy and effectiveness of the Management Andit Action Plan:

s Monitored the implementation of the Management Audit Action Plan and

+ Ensured that, there 1s a process for the Andit Committee to be informed of any
reportable irregularities identified and reported by the external anditor.

4.3. Draft Annual Report 2016/17

Both the Municipality and Entities Annual Reports for 2016/17 were discussed. The
Committee raised amongst other things the following issues with management;

Corrective action to address poor performance were not clear in some instances,
Performance Assessment on directors not effected yet.

Concern regarding the PMS Manager vacant position,

Portfolio of evidence not being presented for some targets, and

It was noted that some targets were not SMART. Management was advised to
take action to rectify targets to be SMART.

Overall

In general. the report. in particular to the service delivery part of the Annmal Report gives
an account of how the Municipality has performed against its set targets, which allows
the users of the report to assess whether the Municipality has performed according to the
set targets or not.

The Municipality obtained a Qualified Andit opmion. which the Committee notes.

The Committee supported the submission of the APR to the Auditor General pending that
the recommended changes are effected prior submission It was also resolved that
management should submit POE’s to the AG before close of business on 31 Aungust
2017.

Awudit Commities Annual Report
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5. OTHER MATTERS

* Provided oversight to Council in discharging its duties relating to the organisation’s
systems of internal comtrol, risk management, compliance. and Information and
Commmunication Technology (ICT) governance;

+ Reviewed and monitored the organisation’s compliance with applicable legislation
and regulations, including without limitations, the MFMA_ and Treaswy Regulations
thought the reports of both Internal and External Aunditors:

s Reviewed management’s reports on items of Fruitless and Wastefol and Irregular
Expenditure as well as losses through criminal conduct; and

+ Completed the annual Audit Committee self-assessment survey.

5.1 Annual Evaluation of the Control Environment by the Committes

As required by the MFMA and King Report on Corporate Governance, the Amdit
Committee has performed anmual assessment and evalvation of the orgamisation’s
systems of internal controls together with the effectivemess of the finance function.
including the competency of the Director: Internal Audit. the results are presented
below:-

5.1 The effectiveness of internal control environment

The system of controls is designed to provide cost effective assurance that assets are
safeguarded and that. liabilities and working capital are efficiently managed.

In line with the MFMA and the King IV Report on Corporate Governance requirements,
Internal Audit provides the Audit Committee and management with asswance that the
internal controls are appropriate and effective. This is achieved by means of the Risk-
based Aundit Plan_ as well as the identification of comective actions to any deficiencies in
the system of mternal controls and proposes enhancements to the controls and processes.
From the various reports of the Internal Audit Function inclusive the report of the
External Auditor, it was noted that, there were wealnesses in the system of imternal
controls.

5.3 Evaluation of the Annual Financial Statements

The Committee reviewed the Unaudited Anmal Financial Statements for the 2017/2018
financial year as required section 166(b) of the MFMA.

The Aundit Committee concur with and accept the Auditer Generals report on the Annual
Financial Statements, and is of the opinion that the audited Anmmal Financial Statements
should be accepted and read together with the report of the Auditor General.

5.4 Assessment of the Finance Function and Competency of the Chief Financial
Officer

Through the assessment of the Internal Audit’s reports and the final report of the External
Anditor, the Committee has evaluated the adequacy and effectiveness of the financial

4
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function The Committee is of the view that. there is extensive improvement required in
relation to the financial control environment as a result of the outcome of both Internal
Andit and External Audit report.

5.5 Evaluation of Internal Audit Function

The Aundit Committee has evalnated the reports of Internal Audit Function and is satisfied
with the competency of the head of Internal Amdit and the Infernal Amdit Function
Despite the Andit Plan not being completed. Audit Comumittee commends Internal Audit
for the efforts made towards completion of the Operational Fisk-based Audit Plan for the
year.

The Committee noted and accepted the resignation of the Director Infernal Andit during
February 2018.

5.6 Risk Management Function

In our wview, risk management was established at the Municipality through the
appointment of the Risk Officers to capacitate the unit. The Risk management founding
documents were reviewed by Andit Committee and recommended for approval

The Committee noted and accepted the resignation of the Chief Risk Officer in December
2017.

6. CONCLUSION

This report is submitted to Council for consideration Our recommendations are meant to
assist with the improvement of control enviromment and internal controls in general
Council is wged to support the implementation of the Awudit Conunittes
recommendations by management.

S. Simelane CA.(SA)
Chairperson: Andit Committee

Audit Commities Annual Report
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APPENDIX H- LONG TERM CONTRACTS AND PUBLIC PRIVATE PARTNERSHIPS

The municipality had no long-term contracts or Public Private Partnership contract during the
current financial year.

Contracts for financial period 2017/18

Contract No.

Contract
description

Award
Date

Service
Provider

Total Contract
Value (incl.
VAT)

Total
Contract
Value (excl.
VAT)

ORTDM
SCMU 02-
17/18

WATER SUPPLY
INFRASTRUCTURE
GRANT
PROGRAMME -
GROUNDWATER
SOURCE
DEVELOPMENT TO
IDENTIFIED
VILLAGES

25-Oct-
17

KIMOPAX
EASTERN

CAPE PTY LTD

4,195,695.90

3,680,435.00

ORTDM
SCMU 44-
17/18

OR TAMBO
CULTURAL
CARNIVAL AND
MUSIC FESTIVAL

25-Oct-
17

LAZOLA MEDIA

2,500,000.00

2,192,982.46

S110: Chris
Hani DC

Implementation of
the RURAL AGRO-
INDUSTRIES AND
FINANCIAL
INITIATIVE (RAFI)
OR TAMBO
DISTRICT
MUNICIPALITY.

15-Nov-
17

CHRIS HANI

CO-OPERATIVE
DEVELOPMENT

CENTRE

9,305,580.22

ORTDM
SCMU 04-
17/18

BOREHOLE
DEVELOPMENT
WITHIN WARD 9 &
16 PHASE 1B

13-Dec-
17

Tiki Tiki JV
Mnadi Civils

9,976,486.36

8,751,303.82

MIS 216 547

FLAGSTAFF
SEWER
RATIFICATION
AND TREATMENT
PLANT PHASE 2:
CONSTRUCTION
OF MAIN PUMP
STATION,
PUMPING MAIN
AND OUTFALL
SEWER

13-Dec-
17

Egxeni

Engineering cc

39,478,399.05

34,630,174.61
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Contracts for financial period 2017/18

: Total Contract ol
Contract Award Service Contract

description Date Provider Valtjli%nd' Value (excl.
VAT)

Contract No.

BOREHOLE
DEVELOPMENT IN
WARDS
6,14,15,17,19&28: 13-Dec-
MPUTSHANE/ 17
CIBENI WATER
DISTRIBUTION
UPGRADE

ORTDM
SCMU 40-
17/18 - A

Bitline SA 12,523,685.79 | 10,985,689.29

2016/17
REFURBISHMENT,
REPLACEMENT,
ORTDM AND REPAIRS OF
SCMU 42- EXISTING

16/17 SEWAGE PUMP
STATIONS (KING
SABATA
DALINDYEBO)

Manco
13-Dec- | Bussiness

17 Enterprise Pty
Ltd

6,537,301.66 | 5,734,475.14

ORTDM MQHEKEZWENI 13-Dec-
SCMU 01- WATER SUPPLY 17 Mnadi Civils 18,496,190.89 | 16,224,728.85
17/18 PHASE 2

RENDERING OF

ORTDM SECURITY 13-Dec. | Madolo Security
SCMU 21- SERVICES KSD 17 and Cleaning 23,625,600.00 | 20,724,210.53
17/18 LOCAL Services

MUNICIPALITY

RENDERING OF
SECURITY
SERVICES 13-Dec- | Tyeks Security
MHLONTLO / 17 Services
NYADENI LOCAL
MUNICIPALITY

ORTDM
SCMU 20-
17/18

9,858,513.60 | 8,647,818.95

Borehole
ORTDM Development within .
SCMU 03- Ward 3 & 7 Phase 13'1D7€C' LG CO”CSC”“C“O” 11,037,310.98 | 9,681,851.74
17/18 1B: Dangwana and

Nggwaleni Villages

Port St. Johns
Regional Water
Supply Scheme:
Phase 5 -

MIS 216 354 Completion of Raw
Water Abstraction
Works, Pump
Stations and
Associated

19-Dec- | Tipp-Con (Pty)

17 Ltd 31,994,054.81 | 28,064,960.36
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Contracts for financial period 2017/18

Total Contract el
Contract Award Service . Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)
Infrastructure
Construction of
Phase 1A of the 19-Dec- | Thubalam
MIS 204 539 New Libode Waste- . 45,359,701.45 | 39,789,211.80
17 Trading cc
Water Treatment
Works
Term contract
SCMU 41- UPPY, ’ Prefab Guru 84,588.45
dismantle and 17
17/18
transport temporal
shelters
Connection for 30-Jan-
S110: Eskom Flagstaff Bulk Water 18 Eskom 9,432,023.18
Supply phase 1
ORTDM Tholeni Spring .
SCMU 53- Protection: eafcb Foenl 7,200,000.00 | 6,315,789.47
17/18 Mfundisweni Village 9 9
Development of
Water Safety Plans
ORTDM
SCMU 12- and Annual Process | 22-Feb- | 5 recon 1,196,174.64 | 1,049,276.00
17/18 Audits for O.R 18
Tambo Water
Supply Systems
Development of
ORTDM . .
SCMU 06- Water Conservation | 22-Feb- | Joat Consulting 489,060.00 429.,000.00
and Demand 18 Pty Ltd
17/18
Management Plan
Appointment of a
Professional
Engineer for
SCMU 42- gation, Engineering 1,217,520.00 | 1,068,000.00
Foundation & House 18 .
17/18 . Services Pty Ltd
Plan Design and
Project Management
for Social Relief
Houses
Construction of VIP 29_Eeb- Boboshe
MIS 243 725 A | Toilets in Ingquza 18 Trading 7,852,080.60 | 6,887,790.00
Hill Ward 19A Enterprises
ORTDM Appointment of Eah.
SCMU 38- Legal Experts (Re- 22-Feb- | N.Z Mtshabe -
18 Incorporated

16/17 Mtshabe

advertisement)
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Contracts for financial period 2017/18

: Total Contract el
Contract Award Service : Contract
Contract No. d o . Value (incl.
escription Date Provider VAT) Value (excl.
VAT)
ORTDM Appointment of 22 Wycliff T_hlbela
-Feb- | Mngandi Inc T/A
SCMU 38- Legal Experts (Re- 18 WT Mngandi -
16/17 W.T advertisement) )
and Associates

ORTDM Appointment of .
SCMU 38- Legal Experts (Re- 22'1F89b' m\égfool;laﬁg;&
16/17 Notyesi | advertisement) b
85&3%8 Appointment of 29_Eeb- Mbabane
16/17 Legal Experts (Re- 18 Sokhutu

advertisement) Incorporated
Mbabane
ORTDM Appointment of 29_Eeb-
SCMU 38- Legal Experts (Re- 18 Tonise Attorneys
16/17 Tonise advertisement)

Supply, Delivery and
ORTDM Off-loading of Water
SCMU 39- Treatment 22'1F89b' 'TFeAC#ﬁéT;’gy o 1,300.00 1,140.35
17/18 Chemicals for a

period of 3 years

Request for

Proposals for Panel

of Professional

Service Providers
ORTDM rpelq”".ed fODr . oo.Fep. | BEacon
SCMU 27- anning, Lesign €0 | consulting 15,000,000.00 | 13,157,894.74
17/18 Beacon and Constructlon 18 Engineers

Monitoring of O.R.

Tambo Capital

Projects for a period

of 3 years: Stand-

alone Scheme

Request for

Proposals for Panel

of Professional
ORTDM Service Providers
SCMU 27- required for Ziinzame
17/18 Planning, Design 22-Feb- | Consulting
Ziinzame BHO | and Construction 18 Engineers Pty 2,817,335.25
PSJ WARD 9 Monitoring of O.R. Ltd
& 16 Tambo Capital

Projects for a period
of 3 years: Stand-
alone Scheme
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Contracts for financial period 2017/18

: Total Contract el
Contract Award Service . Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)
Request for
Proposals for Panel
of Professional
ORTDM Service Providers
SCMU 27- required for Ziinzame
17/18 Planning, Design 22-Feb- | Consulting
Ziinzame BHD | and Construction 18 Engineers Pty 2,121,412.96
PSJWARD 3 Monitoring of O.R. Ltd
&7 Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme
Request for
Proposals for Panel
ORTDM of Pr_ofessmn_al
Service Providers
SCMU 27- . .
- required for Ziinzame
17/18: Planning, Design 22-Feb- | Consultin
Ziinzame g, Uesig Suting 3,404,606.20
.| and Construction 18 Engineers Pty
Mghekezweni o
Water Supply Monitoring qf O.R. Ltd
Tambo Capital
Phase 2 ) .
Projects for a period
of 3 years: Stand-
alone Scheme
Request for
oRTOM | onal
SCMU 27- . :
Service Providers
17/18 . .
- required for Ziinzame
Zlinzame Planning, Design 22-Feb- | Consultin
BHAKANENI g, Deslg sutting 1,718,263.98
and Construction 18 Engineers Pty
AND Monitoring of O.R Ltd
SURROUNDS Tambo Cg ital o
BHD WARDS . brtal
183 Projects for a period
of 3 years: Stand-
alone Scheme
Request for
Proposals for Panel
ORTDM of Professional Ziinzame
SCMU 27- Service Providers :
_ : 22-Feb- | Consulting
17/18: required for ; 2,197,594.52
. . . 18 Engineers Pty
Ziinzame Planning, Design Ltd
THOILENI and Construction

Monitoring of O.R.
Tambo Capital
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Contracts for financial period 2017/18

: Total Contract el
Contract Award Service . Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)
Projects for a period
of 3 years: Stand-
alone Scheme
Request for
Proposals for Panel
ORTDM of Pr_ofessmn_al
Service Providers
SCMU 27- . .
required for Ziinzame
17718 Planning, Design 22-Feb- | Consultin
Ziinzame BHO g, Uesig Suting 1,495,742.86
and Construction 18 Engineers Pty
wards Monitoring of O.R Ltd
6,14,15,17,19 S
Tambo Capital
and 26 : .
Projects for a period
of 3 years: Stand-
alone Scheme
Request for
Proposals for Panel
of Professional
ORTDM Serv_lce Providers )
required for Ziinzame
SCMU 27- . . )
17/18 Planning, Des!gn 22-Feb- Con_sultlng 2 470.024.34
. and Construction 18 Engineers Pty e
Ziinzame o
Debeza Monitoring qf O.R. Ltd
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme
Request for
Proposals for Panel
of Professional
ORTDM Serv!ce Providers )
required for Ziinzame
SCMU 27- Planning, Design 22-Feb- | Consultin
17/18: g, Deslg Sutting 3,301,821.48 | 2,896,334.63
. and Construction 18 Engineers Pty
Ziinzame KSD Monitoring of O.R Ltd
BHD ward 26 9 o

Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme
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Contracts for financial period 2017/18

Contract No.

Contract
description

Award
Date

Service
Provider

Total Contract
Value (incl.
VAT)

Total
Contract
Value (excl.
VAT)

ORTDM
SCMU 27-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

Nathoo
Mbenyane
Engineers Pty
Ltd

ORTDM
SCMU 27-
17/18 Tshashu

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

Tshashu
Consulting and
Project
Managers

5,318,682.00

4,665,510.53

ORTDM
SCMU 27-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

Emzansi
Engineering Pty
Ltd

ORTDM
SCMU 27-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital

22-Feb-
18

Chew Bowen
and Marais
Africa Pty Ltd
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Contracts for financial period 2017/18

Contract No.

Contract
description

Award
Date

Service
Provider

Total Contract
Value (incl.
VAT)

Total
Contract
Value (excl.
VAT)

Projects for a period
of 3 years: Stand-
alone Scheme

ORTDM
SCMU 27-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

EAS - Maisha JV

ORTDM
SCMU 27-
17/18
Likithande

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

Likithande
Engineers and
Project
Managers

2,971,842.11

ORTDM
SCMU 27-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

22-Feb-
18

SMEC SA
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Contracts for financial period 2017/18

: Total Contract el
Contract Award Service : Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)
Request for

ORTDM
SCMU 27-
17/18

Proposals for Panel
of Professional
Service Providers
required for
Planning, Design 22-Feb-
and Construction 18
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Stand-
alone Scheme

JG Afrika Pty Ltd

ORTDM
SCMU 23-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design 22-Feb-
and Construction 18
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

Emzansi
Engineering Pty
Ltd

ORTDM
SCMU 23-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design 22-Feb-
and Construction 18
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

EAS - Maisha JV

ORTDM
SCMU 23-
17/18 Thuso
Ntsonyeni

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital

22-Feb- | Thuso
18 Consultants

12,116,906.94

10,628,865.74
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Contracts for financial period 2017/18

Contract No.

Contract
description

Award
Date

Service
Provider

Total Contract
Value (incl.
VAT)

Total
Contract
Value (excl.
VAT)

Projects for a period
of 3 years: Bulk
Water Supply

ORTDM
SCMU 23-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

Likithande
Engineers and
Project
Managers

ORTDM
SCMU 23-
17/18 Leko

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

Leko
Engineering
Consultants

20,930,829.40

ORTDM
SCMU 23-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

IX Engineers
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Contracts for financial period 2017/18

Contract No.

Contract
description

Award
Date

Service
Provider

Total Contract
Value (incl.
VAT)

Total
Contract
Value (excl.
VAT)

ORTDM
SCMU 23-
17/18

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

Beacon
Consulting
Engineers

ORTDM
SCMU 23-
17/18: MIS 263
393 Kwanyathi

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

Vuv'amu Pty Ltd

6,491,584.95

ORTDM
SCMU 23-
17/18
Ziinzame
Dumasi

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital
Projects for a period
of 3 years: Bulk
Water Supply

22-Feb-
18

Ziinzame
Consulting
Engineers Pty
Ltd

1,000,000.00

ORTDM
SCMU 23-
17/18
Ziinzame
Mganduli

Request for
Proposals for Panel
of Professional
Service Providers
required for
Planning, Design
and Construction
Monitoring of O.R.
Tambo Capital

22-Feb-
18

Ziinzame
Consulting
Engineers Pty
Ltd

122,902,986.00
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Contracts for financial period 2017/18

: Total Contract el
Contract Award Service . Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)

Projects for a period

of 3 years: Bulk

Water Supply

Request for

Proposals for Panel

of Professional

Service Providers
ORTDM requw_ed for _
SCMU 23- Planning, Design 22-Feb- | ympisi 20,000,000.00
17/18 Umpisi and _Cor_wstructlon 18

Monitoring of O.R.

Tambo Capital

Projects for a period

of 3 years: Bulk

Water Supply

Request for

Proposals for Panel

of Professional

Service Providers
ORTDM requwfad for .
SCMU 23- Planning, Design 22-Feb- | Aurecon 48,826,427.95
17/18 Aurecon and _Cor_wstructlon 18

Monitoring of O.R.

Tambo Capital

Projects for a period

of 3 years: Bulk

Water Supply

Debeza Lwandlana
ggl\-l;lal\gdf Water Sl.Jpp|y 22-Feb- | Mabona Civ_ils 11,990,429.53
17/18 Scheme: Bhala 18 and Plant Hire

Phase 1 Village
ORTDM KSD Ward 26 Water 21-Mar- Tyeks Plant Hire
SCMU 52- Supply Scheme: 18 and 8,786,586.77
17/18 Ntlangaza Village Construction
ORTDM Construction of VIP .
SCMU 22- toilets in KSD Ward 21'1'\:3'""“ Eét“”e SA 1060 6,515,534.34
17/18 22
ORTDM Supply and delivery 21-Mar- Batabile
SCMU 08- of Water Tanks, 18 Construction 4,365,561.60
17/18 Stands and Fittings Services CC

Construction of VIP 21-Mar- Sosk Civils and
MIS 262 878 A | Toilets in Nyandeni 18 Building 4,032,381.78

Ward 4A

Construction cc
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Contracts for financial period 2017/18

: Total Contract ol
Contract Award Service . Contract
Contract No. . . Value (incl.
description Date Provider VAT) Value (excl.
VAT)
Construction of VIP 21-Mar- Sosk Civils and
MIS 262 878 B | Toilets in Nyandeni 18 Building 4,032,381.78
Ward 4B Construction cc
Construction of VIP .-
MIS 215 679 | Toilets in Mhiontlo | 2* 7" E":t"”e SA 1060 7,507,967.04
Ward 2
LUKHWETHU BMI
WATER SUPPLY Infrastructure
MIS 240 258 AND Apr-18 Development 1,000,000.00
SURROUNDING Pty Ltd
VILLAGES
Borehole
development in
oMU 0. | Ward 6,14,1517,19 | 11-Apr- | Tiki Tiki 3V 10.422.287.28
17/19 B & 28. Cebeni 18 Mnadi Civils
Springs upgrade
and reticulation
Construction of VIP 11-Apr-
MIS 262 849 B | toilets inNyandeni 18 Mnandi Civils 7,686,774.90
ward 2B
Construction and
ORTDM enrolment with 08-Mav-
SCMU 48- NHRBC of nine (9) 18 y Prefab Guru 2,269,585.38
17/18 farm worker houses
at Adam Kok
Construction of VIP .
MIS 262 849 A | toilets in Nyandeni | °8-May- | Eyethu Projects 6,607,559.70
18 and Plant Hire
ward 2A
Training of early
ORTDM childhood 08-May- Wazi
SCMU 02- development 18 Educational 932,387.00
17/18 W practitioners for a Support
period of 12 months
Appointment of a
service provider to
ORTDM the event .
SCMU 59- management of the 30‘1\2';‘5" [E)f/‘e'f’lg'”s 2,211,431.60
17/18 OR Tambo District

Municipality - State
of the address
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APPENDIX - SERVICE PROVIDER PERFORMANCE SCHEDULE
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APPENDIX J- DISCLOSURE OF FINANCIAL INTERESTS

The Municipal Manager and Section 56 Managers had no financial interests during the financial
year 2017/18.
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APPENDIX K- REVENUE COLLECTION PERFORMANCE (BY VOTE AND SOURCE)

Vote 1 Vote 2 Vote 3 Vote 4 Vote 5 Vote 6 Vote 7 Vote 8 Vote 9 Vote 10 Vote 11 Vote 12
Revenue from exchange transactions Totals | Exec. & Council Fin. & Admin | Planning & Dev Health Community Housing [ Public Safety Sports & | Environmental Roads Water Tourism
Services Recreation

Service charges 230,269,381.00 - - - - - - - - - - 230,269,381.00 -
Rental of facilities and equipment 89,795.00 - 89,795.00 - - - - - - - - - -
Interest earned - External Investments 52,465,123.00 - 52,465,123.00 - - - - - - - - - -
Interest earned - Outstanding debtors 36,952,171.00 - - - - - - - - - 36,952,171.00 -
Operational revenue 151,828,164.00 - 139,924,099.00 11,904,065.00 - - - - - - - - -
Other gains on continued operations 4,285,693.00 - - 4,285,693.00 - - - - - - - - -

475,890,327.00 - 192,479,017.00 16,189,758.00 - - - - - - - 267,221,552.00 -
Revenue from non-exchange transactions
[Income from agency services [ 77,383.00 | -] 77,383.00 | - - - -] -] - - - - -]
Transfers and subsidies 1,713,604,190.00  194,955,295.00 227,258,553.00 99,918,963.00 7,140,920.00 14,270,167.00 13,707,237.00 31,004,543.00 7,335,786.00  28,761,620.00 26,942,174.00 1,058,647,508.00 3,661,424.00
Equitable share 728,170,000.00 | 194,955,295.00 | 225,213,553.00 94,601,386.00 | 7,140,920.00 | 14,270,167.00 | 13,707,237.00 | 31,004,543.00 | 7,335,786.00 | 28,761,620.00 | 24,354,694.00 83,163,375.00 | 3,661,424.00
Other Subsidies 506,577.00 - - 506,577.00 - - - - - - - - -
National: EPWP 4,811,000.00 - - 4,811,000.00 - - - - - - - - -
National: FMG 2,045,000.00 - 2,045,000.00 - - - - - - - - - -
National: MIG 573,177,429.00 - - - - - - - - - - 573,177,429.00 -
National: Municipal Water Infrastructure grant 108,536,202.00 - - - - - - - - - - 108,536,202.00 -
National: Department of Roads and Transport 2,587,480.00 - - - - - - - - - 2,587,480.00 - -
National: RBIG 293,770,502.00 - - - - - - - - - 293,770,502.00 -
Total revenue 2,189,571,900.00  194,955,295.00 419,814,953.00  116,108,721.00 7,140,920.00 14,270,167.00 13,707,237.00 31,004,543.00 7,335,786.00 28,761,620.00 26,942,174.00 1,325,869,060.00 3,661,424.00
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APPENDIX L- CONDITIONAL GRANTS RECEIVED (EXCLUDING MIG)

GRANT ALLOCATION

MIG R 645 218 000.00
RBIG R 343 183 000.00
WISG R 124 000 000.00
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APPENDIX M- CAPITAL EXPENDITURE: NEW & UPGRADE RENEWAL PROGRAMMES:
INCLUDING MIG & NEW
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APPENDIX N & O - CAPITAL PROGRAMMES BY PROJECT CURRENT YEAR
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APPENDIX P- SERVICE CONNECTION BACKLOG AT SCHOOLS AND CLINICS
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APPENDIX Q- SERVICE BACKLOG EXPERIENCED BY THE COMMUNITY WHERE
ANOTHER SPHERE OF GOVERNMENT IS RESPONSIBLE FOR SERVICE PROVISION

Backlog on Electricity

Municipality = Historic Backlog Eskom Remaining Backlog
Electrified

KSD 79181 72295 6886 91.3 8.7
Nyandeni 58720 58208 512 99 1
PSJ 49501 49287 214 99.5 0.5
Mhlontlo 38551 37066 1485 96 4
Ngquza Hill 43162 43162 0 100 0
TOTAL 269115 260018 9097 96.6 34

OR Tambo Remaining Backlog New Extensions Current Total Backlog

KSD 6886 2500 9386
Nyandeni 512 2400 2912
PSJ 214 2554 2768
Mhlontlo 1485 6755 8240
Ingquza 0 2800 2800
TOTAL 9097 17009 26106

Backlog Information and Housing Needs

ORTDM has a housing backlog of approximately 158 143 houses. Nyandeni LM has the highest
number of backlogs at, 41 892, whilst PSJ and KSD are the lowest at 22 000 respectively. The
table below outlines the backlogs per the Census results of 2011.
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APPENDIX R- DECLARATIONS OF LOANS AND GRANTS MADE BY THE MUNICIPALITY

The municipality did not make any loans out or provide grants to any organisations during the
current financial year.
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APPENDIX S - DECLARATION OF RETURNS NOT MADE IN DUE TIME MFMA S71

All Section 71 reports were submitted with 10 working days of the month as required by section
s71 of the MFMA
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APPENDIX T: NATIONAL AND PROVINCIAL OUTCOME FOR LOCAL GOVERNMENT

All functional areas of the Municipality have been covered by the report.

ORTDM Draft Annual Report 2017/18



VOLUME I
VOLUME II: ANNUAL FINANCIAL STATEMENTS
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DISTRICT MUNICIPALITY
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OR Tambo District Munucipality
[Registraion number : DCAS)
Consoligated Annual Financial Statements for e year ended 30 June 2018
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OR Tambo District Munucipality

[negmnmnum ocis)
Consoidated Annual Financial Statements for T year ended 30 June 2018

NTINGA DEVELOFMENT AGENCY:

DIRECTORS:

Chaiman: k. 5. Mase

Ciher Members: W ML Msiwa Mrs U, Mkize Cr L. Ndabeni
Prof. L. Majova-50ngca MEN.Eam Dr. NL Noudane
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CERTIFICATION OF REMUNERATION OF COUNCILLORS

| cestify thal e remuneraion of Counciliors and in-kind benefits e within Te upper limis of the framework envisaged in Secion 219 of the
read with e Remuneration of Public Office Bearers Act and 2 Minister of Provincial and Local Govemment's detsrmination in
acCOManGE with TS Act

OM.HLAZC
MUNICIPAL MANAGER
30 SEFTEMBER 2018

OR Tambo District Munucipality

[Registrtion number - DC1S)
Consolitated Annual Financial Statements for e year ended 30 Jine 2018

Fereword

| am pieased i present the OUR. Tambo Diskict Munidpality's Consofidated Anmual Financial Statements for the year ended 30 June 2018. These
siatements, when read together with the annual report, provide 3 measure of our progress in line with cur Integrated Devescpmental Plan (IDF) which is
a product of high quality consultstion between the municipality and its inhabitants.

We also use Mese stEtements as 3 tool 10 despening our COMMUNICILons with cur stakeholders. | would lite 10 ke Mis opportunity 10 thank the
municipalty's and municipal enities’ leadarship, both poliically and administatively, for Seir 5ot in advancing the will of the peopiz. | would lie o
thank i oficials #om the Budget and Treasury Deparment, staring from the mast junior to e most senior one, for your pIlience, Perseverance,
dedication and ORI 1o CU STEtEg GUIECHVES. Your hand work, biod and Sweat is Meping Us to tum O.F. Tamioo District Municpality t be
ameng the govemment institusions that are able o account for public resourses.

During the: 2017115 nancial year O.F. Tambo District Municipality continued to defiver equitadie sendces to its inhabitants.

WiTh our financial and humEN MESOURCES Streiched, we Iy 10 Stetch every Cant i r=ach mone people and Jttain more value from money. Growing the
egonomy s one of our sategic prioities. We continually seek partnerships in e development of cur municipality, both in the public and he prvate
Sactor. We appreciate the need o foster svong ips across all spheres of and 1o nurture gur parnerships with our stakeholders and
Ixﬂl'll.l’lﬂ!s and 1o remain relevant and accessioie 10 these stakehoiders. weseekmmnplmoﬂnmmmuwxssues TUCN 35 New ideas
m(aevebpmmorsemdeheﬁwmges can be addressed. We are commitied to principles of good govemance and ow geal i % remain
transparent in the process of executing our responsiviifes. We are also committed B the enhancement of oUr GOVEmance process and we wih fo
transiate his into tangioie results. Thess results will incude stong finamcial controis, improved financial performance and, most importantly, the
atiainment of an unqualiied audit opinion

To achieve all Te above, we requice |mplwe\1 pe"olrna'nc,e bath pouicllr, and mmmsuzivet, s¥ict adherence T government paiicy, effecive

of counci resolutions N SUPPOM SOM our communities. [t i every ciizen's civic duty 1 ensure that the
grester good of socisty is protectsd, nnmssa:lnmnunm Itis 7 T2 best interest o 8307 Persan fo DT 120N 1 UNRE BENING 3 Common UGS
Of sesing rapid SCONCMIC growth which results in the creation of new jobs, new business oppomunities and s communities 10 live in.

At

CLRN.METH
EXECUTIVE MAYOR.
30 SEFTEMBER 2018




OR Tambo District Munucipality
[Registration number - DC15)
Consoligated Annual Financil Statements for the year ended 30 June 2018

Statement of Financial Position as at 30 June 2018

OR Tambo District Munucipality
[Registration number : DC1S)
Consolidated Annual Financil Statements for the year ended 30 June 2018

Statement of Financial Performance

Eonoimic entty Conroiling entty
Figures in Rand Korz{s) 2018 an7 n8 017
Restateg* Restatege
Azsatn
Current Assets
Inwentories 3 21354771 20,883,353 20,372,360 20,694,051
Feceivanies from exchange ransactions 4 6,405,410 55,062 271 64,803,123 52 820 261
i from changs 5 173,513 155678 17,846,348 12,508,564
AT receivable 5 2,238,504 132,675,556 B2,238 B4
Distermed X 7 1,856,427 - - -
Cash and cash equivalents ] 214554514 201,314,534 183,774,258 253,798,300
45364894 455,664,586 419,571,645 424,160,020
Non-Curent Asssts
Property, plant and equipment ] 5004044457 5340000582 5080112736 5338354350
Intangible assels 10 4,588,007 1,501,754 4344 880 1,087 482
Invesiment property 1 2,200,000 2,200,000 3,300,000 3,300,000
Hesitage Assets 12 50,000 { 90,000
Biological assets 13 11,232,450 20,054 £57 - 20,104 646
Long-enm receivables. " 1,199,163 1,199,163 1,199,163 1,199,163
6043512117 537628196  5O77.1038M  53631256M
Tokal Assets 6,497,600.258 5§.831,910,782 6,396,675.469 §,787,285,641
Liabilities
p—
Consumer deposits 15 2,930,638 1,604,949 2,830,638 1,604,949
Prowisions 15 3,623,000 2211,000 3,623,000 2,211,000
Payables from exchange transactions 7w 406,367,740 380,241,445 388,905,047 379,280, 784
Payables from non-exchange transachions ] 4,034,355 1,029,629 3,115,816
Unspent conditional grants and receipts 19 7,229,655 - -
415,453,226 395.321.409 406,488,314 386,221,149
Mon-Curment Liabilities
Long-Term Liabilites 2 - 36,785,339 - 38,795,339
Employes benefil Liabilties 2 7,087,052 64,042 052 57,087,052 64,042,052
87,087,052 102,837,391 87,087,052 102,837,391
Total Liabilities 502,540,278 498,155,800 493,575,366 489,058,540
Mt Assats 5,005,050,980 5333751982 5903100103 5288227101
ACCUmated SUMpIUS = 5005053060 5333751887 5903100103 5298277101

*SeeNole 25495428

Economic entty Conroliing entity
Figures in Rang hoe{s) 2018 2017 2018 2017
Festateg FRestated

Rsvenus
Revanus from axchangs fransactions
Senivs charges 3 230,269,381 20682235 230,269,381 206,822,345
Rental of dacilties and equipment 24 89,795 822311 89,735 35,118
Interest eamed - EXEmal INVesmEns =5 52,465,123 39,503,639 50,192,084 36,400,429
Interest eamed - Cutstanding debiors =5 36,982,171 46,914,379 36,952,171 26314379
Operatonal revenue % 151828164 134176919 139924099 130902542
Crther gains on Gontinued operations i 4285683 2,547,922 - 2EM4ET2
Tokal rsvenus from exchangs transactions 475,890,327 £30.787 515 457 427530 423,689,485
Fogvanua from non-sxchange fransactions
Tranafer revenus
Income from agency services 3 7,383 407,060 77,383 65,599
Transfers ang subsidies ] 1713604190 1420045045 1713007613 1436214034
Total revenus from non-sxchangs ransactions 1713681573 1420456009 1,T13,174996  1.426.279,633
Tokal revenus 4 2,183,571,900  1,860,243.624  2,170,602,526  1,B48,969,118
Expanditurs
Employes related costs 3 {545,545, 404) {406,506,676)
Remuneration of counciliors and board members. 2 (20,304,509 16 )
Degreciaton and amortisation 33 {163,241,351) 61,764,357
Impaimet Loss e [88,117,512) 46,934, 160)
Finance costs 3 {12,674,463)
Bulk purthases Ed [44,257,284) {42,406,943)
Conractsd senvices Ed 1229,343,841) 60,585,112
Transfers and subsidies B [65,830,681) 58,157,185
Inwentory Consumed E] 41,553,803 22,588,021)
Operational costs R |299,824,707) (203,076,268  (247,551,395)
Total axpenditurs (1.508.272650) (1,308,244.247) (1,548.412,682) (1,384915057)
Opsrating surplus 681299250 471999377 622189344 465054061
(Gain on dispesal of assets and fabdities 300,514 237,46 - -
Liss o0 Disposal of Assets [7,518,842) (903,737) 7,518,842) {903,737)
Fair value adjusiments [4,841,351) [205,500) - (136,500)
Actuaral gainstosses 2 9,796,000) [534,000) 19,798,000) (534,000)
A2t writen oF - {14,848,063) - (14,848,063)

[BSTETY) (16254154  (IT316342)  (16.422300)
Surplus befors toation 653,441,571 455,745,223 604,873,002 448631761
Taaion [1,866,427) - - -
Surplus for the year 661307998 455745223 604,873,002 448631761

*EaxNole 1540843



OR Tambeo District Munucipality
[Registration number : DC15)

Consoligated Annual Financial Statements for e year ended 30 June 2018

Statement of Changes in Net Assets

OR Tambe District Munucipality

[Registration number : DC15)

Consoligated Annual Financial Statements for the year ended 30 June 2018

Cash Flow Statement

Figures in Rand

Economic anfity

\Opening balance as previously reported

Adjustments

Comection of enors

Balance at 01 July 2016 33 restated*

Surgius for T year

Total changes

Reatated” Balancs at 01 July 2017

Cranges in net asssts

Surpius for e year

Total changes

Balance at 30 June 2018

hioi=(s)

Economic Entsty

\Opening balance as previously reported

Atjustmens

(Cormection of emors

Ealance at 01 July 2016 s restated”

Cranges innet asset

Surpius for e year

Total changes

Restated” Balance at 01 July 2017
innet assats.

Surpius for e year

Total changes

Balance at 30 June 2018

Note{s)

4.549,585340  4,848,595.340

Economic endty Controiling ety
Figures in Rand 2018 2017 2018 2017
FRestates Restategt

Caah fiowa from operating activities
Receipts
Senvice Chages 131,455,265 127,560,412 129,030,500
(Govermment Grants and Subsides 1TIZ610317 1,414,280 1,426,214,034
Intesest income 935435 56,604,750
Other recsipts 177 278,825 125,358,839

2,116,292.903 1,737,209,523
Payments
Employes related costs [538753,434) (428505754
Suppliers Faig
Finance Costs
Other payments
FRemuneration of Councillors [18,578,421)

11,282 £56,045)

Met cash fiowa from operating activities B15.135.147 818,774,066
Caah fiowa from investing activities
PuNChase of property, plant and squipment [B43458.254)  (B0223456Z)  (B44856,125)  (B00.458,621)
Froceeds from sale of property, plant and equipment 507,521 539,085 - -
Purchase o intangivie asssts [4.383517) [B05,184) [4,385,617) -
Purchases of hefitage assets (157,025) - [157,025) -
Purchase of biokgical assets [1,203,766) [318,000) - -
Proceeds from sale of bigkogical assets 2210953 1,857,702 1,907,802
Decrease | (Increass) in Long-term recefiables - 1513 - ns1%
Met cash fiowa from investing activities [B52339525)  (B00.862472)  (BS0.002767)  (798,582.33%)
Cagh fiowa from financing activities
{Repayments) f ACquisiions of Long tem loans [38,795,339) 36,795,359 [38,795,339) 38,795,338
Fepayment of Domowings - [20434) - [20,434)
Met cash fiows from financing activities [38.795.335) 38,7493 (34,795,338 38,774,505
Met incraasel|decreass) in cash and cash squivalents [T8,078.203) [T0.024,040) {83.831,397)
{Cash and cash equivalents i the beginning of T2 year 0131458 83827 ISITOEIEE 33TENSET
Cah and cash equivalents at the end of the year NS5 29131453 183,774.258 253,798,300

*EaeNole 2540848

$EeeNole 2540545



OR Tambo District Munueipality

[Reegistration number : DC15)

Consolidated Annual Financial Statements for e year ended 30 June 2018

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Sast

Approvad budgst  Adjustments Final Budget  Actual amountson Difference Refersnce
comparatie basis  between final

Figwes in Rand budget and actual
Economic Entity
statzment of Financial Performance.
Revenus
Revenus from axchangs transactions
Senvice charges 268,583,153 268,583,183 230,268,381 138.313.802) A1
Rental of facifties and equipment 55,000 - 55,000 83,755 T AZ
Interest ncome 30,000,000 5,000,000 39,000,000 85,417,294 50,417,294 A3
Operational revenue: 327,807 579 13,559,174 41,386,853 151,828,164 (189.538.,680) AL
Oither gains on continued operations - - - 4,285 533 4,285,883 AS
Total revenue from exchanges 626,445 562 22559174 49,005,035 475,890,327 (173,114, 709)
trangactions
Revanus from non-sxchangs
transactions
Tranafer revenus
Govemment grants & subsides 735,126,000 TIRIE000 793,504,150 978,474,190 AE
Income from Agency Senices - - 77,383 7,383 7
Total revenue from nor-axchangs 735,126,000 735126000 1713881573 978,555,573
tranaacBions
Total revenue 1,361.571,862 22559174 1,384131,036  2,189,571,900 805,440,864
Expenditurs
Employss Relatsd Costis [416,202,541) 585455 [ITEI4086)  maseacdny) (128032408 AR
Remuneration of counciliors (17,589 498) [9,450,514) (27,080, 310) [20,304,559) &TTRM AS
Degregiation and amorisation [167 308, 208) 6,000,000 [161,308,208) [163,241,351) 1933143
Finance oosts - - - [9.151,978) A0
Dt Impairment (83,337 553) - [83.337,853) (5.780,259) AN
Bulk purthases (73,550,000 [13,000,000) (85,550,000 42.292.716 Az
Contracted Services [108,345,304) 18,615,140 (88,727, 864) (140,616,177 AT
Transfers ang Subsidies [33,404,205) 4,100,000 [37.504.203) 128,326.478) Ang
Inwentory Consumed - - - (41,553,803) ATS
Operaional Costs [456,129.310) 7 (478,502,655 ATBETT.951 ATE
Total expenditurs 1,357 868.515) [22755.967) (1,380,624,782) {127,647, 868)
Operating surplus FTET (196.793) 3,506,254 677,792,996
Gain on dispesal of assets - - - 300,514 ATT
Loss on dispesal of assets [7,518,842) (7.518,842) ATE
Fair value adjustments [4,841,351) [4.841.351) ATY
Actuanal gainsiosses [5,798,000) (9,798,000} AZD

- - 21857673 (21,857.679)
Surplus | (Deficit) for the year befors 703,047 (126,73 IS0EIS4  ESDA41ETI 655935317
tax
Taxation - - 1,866,427 [1.865.427)
Surplus | (Deficit) after taxation 3703047 (196,743 IS62S4  GELNTE  ESLTHIS

OR Tambo District Munucipality

[Registration number - DC1S)

Annual Financial

fior e year ended 30 June 2018

Statement of Comparison of Budget and Actual Amounts

Budget on Cazh Sasis

Approved budgst  Adjustments Final Budget  Actual amountson Difference Referencs
comparabie basis  between final

Figures in Rand bugget and actual
Statement of Financial Position
Azsats
current Assets
Inventories 17T 21384721 3,633,312
Reeceivaties: Non-exchange 7,041,800 16,731,513 9,689,623
Receivanies: Exchange HB.ETLE6 66,405,410 {152,267, 288) B2
VAT recsivable - - 132,675,556 132675558 B3
Dretomed ax - - - 1866427 1,865,427 B3
Cash and cash equivalents B81,783 305 7,071,857 E88.835.143 214854514 {474,180,529) B4

925,139,301 7071857 932,271,138 453,688,041  (478,582.097)
Mon-Cument Asssts
Biological assels 15,054 553 15,034,853 1,232,450 [(3.802,443) B3
Inestment property - - - 2,200,000 2,200,000 BE
Property, plant and equipment (13268550 S28ES08316  g02404d4s) (3262463854 7
Intangible assets - 25T 4,588,007 2384, B8
Haritage Azsets - - 47025 47025 B9
Reaceivaties from sxchange - 1,199,153 1199163 B0
fransactions

8,37 446,561 (13.268630) 930417731 BM3HZIT  (3.260.285.814)

Total Assets 10,242 545 562 [6.196.793) 10.235,440,063 6497600358  (3.733,848.811)
Liabilities
current Liabilities
Payables from exchange transactions 382,558 671 [5,803,158) 376,765,503 29,602,237
Payables from non-exchange - - - 237,592 B11
Consumer deposits 3,000,000 3.000.000 [59,362)
Unspent conditional grants and receipts - - 160,256 B12
Frowisions - - 3,623,000 B13

335,568,671 [5.803,168) 379,765,503 35,681,723
Mon-Curment Liabilities
Employes benefi otiigation - - 87,087,052 87,087,052 B14
Other liabilities 100,000 100,000 - [100,000)

100,000 100,000 87,087,052 86,947,052

Tokal Liabilitiea 385,568,671 [5.803.168) 379,865,503 502,540,278 122,674,775
Mt Aagats 9856977191 (383625 0856583566 5005090980 (3861523585
Regarves
ACCUTRIGEE] SUDILS 8,856.977,191 (3625 9896583566 sSoesnsege0 (366152356
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Statement of Comparison of Budget and Actual Amounts

Buaget on Cash Basis.
Approved budgel  Adjusiments Findl Budget  Achial amountson  Difference Reference
comparatie basis  between final
Figwes in Rand budget and actual
Cash Flow Statement
Caah fiows from operating activities
FRecsipts
Senics Chanes 185,245,530 - TEMES0 131458265 (53,787.264) =]
Grants. J - 1BMTTR000 1 T13E0317 (121164683 cz
Other raceipts 357,862 579 24125424 331,988,103 o zoa300  (TOTE3.TER c3
2,377.583.209 24125424 2402008533 2116202903 (28715730
Payments
Employes relaied csts [435,792,037) [BS02.353)  (444,694,396) 194,075,098) (=1
Suppliees Faig 7 [17,637,858)  [655.664.572) (40,893,008)
Grants and Subsidies paid [33.404.203) 4,100,000 [37.504.203) 30, (28,326.478) cs
(07222858) (0BT (1A3TBEIATY) (130157755  (163.204584)
Met caah fiows from operating 1.270.660.255 [G514.733) 1264145462 §15035.045 (449,070.314)
ackivit
cash fiows from inveating activities
Furchase of propesty, plart and 1,250,897 525) 13265550 (1237628895  (masassoes)  MRIE0E00 s
equipment
Proceeds from sale of property, plant - - £07.821 [k ey] =}
and equipment
Purchase of Heriage assets - - [157,025) (157.025) [>]
Furchase of Biological Assets - - [1,203,765) (1.203,766) (=]
Purchase of other intangible assets - - [4,989,617) [4.383.61T) cio
Proceeds from sale of bioiogical assets - - - 2,10,953 210359 ci
Mt cash flows from inveating 1.250,897.525) 1326863 (1237628.805)  (BSRLO0082%Y)  3B4E0006E
activi
Caah fiows from financing actities
{Repaymants] / Acquisiions of Long - - [38,795,339) (38,195,339 (=
term loans
Mzt increaseddecreass) in cash and 19,752,730 6,753,857 26,516,567 mege00za, (103476587
cash equivalents
Cah and cash equivalents at the 513,455,058 - 513,455,095 201314534 (22140564
beginning of the year
Cash and cash equivalents attheend 53321783 675837 SMOTIEES  DI4ESS  (B8NTIH)

of tha year

OR Tambo District Munucipality
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Annual Financial for e year ended 30 June 2018
Statement of Comparison of Budget and Actual Amounts
Budget on Cash EBasis
Approved budget  Adjustments Final Budget  Actial amounison  Difference FReferencs
comparatie basis  between final
Figures in Rand budget and actual

A1 - Senice Changes - Comection of billing Trough dats cleansing.
A2 - Fental of Eaciifies - Hall was hined more than anticipated.

A3 - Interest Rieceived - Non payment of consumers resulied in increase in imerest on detriors and investing in nigh yisiding investments resulted in
higner imizrest on investments.

A4 - Dther Revenue - Budget includes WAT and resenes whilst in GRAP, VAT is in accounts receivabie and ressnves in cashow.

AS - Dther gains on confinued opergtions - Mo Gains were projecied.

45 - GOVEMMENt Qrars 3N subsidies - BUOgE only refiects the operating grants i the isesd on both capital and
‘operating grants.
AT - Income from AQENCY Senices - igzion from e garnisnes was not budgeted for as this is as per request by the credit providers.

A - Employes Relaied Costs - Actual includes e wages for the casual womers which are outside parymoil system whilst in budget, only salaries from
payrol system.

A - Remuneration of counciliorns - increment budgeted for was mare than the actual increment on the councilors.

A1 - Finance costs - Inferest paid on DWA account for water. The debt was anticpated o be negofiated and no inferest was budgeisd sor.

A1 - Dt Impaitment - Non payment of iing inv inGrease in impai 5.

Al - Bugget for Duk pur: i amount refated to the setiement of long ousianding debt with DWA, actual payments made
‘iowands the old debts went against e orediors balance.

A13 - Conracied Senices - Budget incudes the security senvices whilst in aciual, all professional f2es are incuded.

A4 - Transfers and Subsidies - Budget incudes the aliocation for Ninga Development agency whisst actual includes other fnding for events in
commInity.

A15 - Inventory Comsumed - This item was budgeted for under operational costs buf dus %o malenalty of the actual Sgures it was disclosed separately
on the face of Stalement of Financial Peromanca.

A5 - Dpermtiona| Cosis - Certain items Tiat wens budgeted for under general expendiure has moved senvices and ¥
AT - Was ot projected in budget

A18 - Wias ot projected in udget

A19 - Was ot projecied in Dudgsl

20 - Wias ot projected in budgst

B1 - Inveniories - Inveniony not utiised as projecisd resuting in more sinck on Mand Tian projecisd.

B2 - Receivah impai stedt in lesser than expected.

B3 - VAT Receivak: - National Treasury template for e budget not aigned 1o GRAP and the VAT i included on recievabés £0m non exchangs.
Delayed SARS refunds aiso resulied in figh VAT balance.

B4 - Cash and Cash equivaients - Increase in salary cost, operational project cost and delayed VAT payments by SARS resulted in low cash resenves.

B3 - Biciogical assets - Births and Weaning were projected less than actual.

"
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Statement of Comparisen of Budget and Actual Amounts

Budget on Cash Sasis
Approved budgst  Adjustments Final Budget  Actual amounts on Difference Referencs
comparatie basis  between final
Figures in Rand budget and actual

B5 - Iuesimant Property - Frojectsd to be reciassiied to PPE in budget
E7 - Property Piant and Equipment inchudes the all iture we

1 actual outcomes, only expendiiure that meets the PPE critefia.
B3 - Intangile Assets - The variance is mainly dus o reassessmeant of azsat ussful lif.
B9 - Heritage assets - Budgeted for under Other assets.

B0 - Non-Curent Recefvables - Long term debiiors wene not budgeted for as it was anticipated that the amounts would be paid.

B11 - Fayables from non exchange transactions - Budget the trads and other pay Which combines the payables #rom exchangs and
non exchangs Hons whist i the AFS, these par, vence There i no budget Sor non exchangs iensacions

B12 - Unspent Condiienal Grants Minga - Mot budgeted for as e enlity anticipated to spend all Te funds.

B13 - Erouisions - Frovisions were not budgeted for.

E14 - Banefit obigation not projectsd in the budget

C1- Senice Changes - Actual colleciions on waner and sanitaion senices were lesser than budgetsd .

G2 - 2rans - The vanance i mainty due % Te grant revenue is budgeted for inclusive of VAT whene a5 the actual figure are exchusive of VAT
3 - Dther Reseipts - VAT refunds less than budgeted for due 10 ongoing VAT audit that delays the retund.

C4 - Empioyes Related Costs - Actual includes the wages for fhe casual workers which are cutside payroll system whilst in budgst, onily salaries fom
payal system.

C5 - Grants and Subsidies Paid - I ressults &m comminy proj geted under operational ackual i Aassified
grants and subsidies.
Cf - Furchse of property plant and equipment - | ing i mainly due to the classification treates pending on VIP toilets. In budget

he 1012l spending on MIG i classified as capital expenditune whilstin he AFS, only amemmmmu\enssammae capitalized. MIG
spending on VIF foilets do ot mest e asset oritea hence the diSerence.

G - Progesds on sake of property plant and equipment - Froceeds on Sale were not budgeted for.
C8 - Purchase of Hesitage - Budgeted for under property piant and equipment.
C9- Purchase of biokogical assets for by Ntinga, funded from grants recefved #om OR Tamo.

CA0 - Purchiase of Intangible assets - Budgeted sor under Property, Plant and Equipment.
C11- Procesds on sale of bikogical assets - Procesds on sale were not budgeted for.

ciz Borowings - Sudgeed sor undar

Accounting Policies

OR Tambo District Munucipality
[Registration number : DC15)
C Annual Financial for e year ended 30 June 2018

1. Presentation of Consolidated Anmual Finaneial Statsments

The annual financial statements hiave been prepared in accordance with the eSective Standards of Generally Recognised Accounting Practice [GRAP),

as approved by the Minister of finance, including any imerpretations, guidelines and drectives issued by the Accounting Standard Board and the

Municipal Finance Management Act (A 55 o8 2003).

The annual Enancial statsments have baen prepared on an acorual basis of accounting and are in JCcondance Wim hiskrcal cost convention Sxcept
. They in South Afican Rand.

1.1 Chamges in Accounting policy and comparability

For the years ended 30 June 2013 and 30 June 2017 the municipality acopted M2 framewon 35 Set out in paragraph 1 Sbove.The detais of any
resufing changes in iicy and ane set out beliow and in the relevant notes 1o the finandal statements.

Those standands of GRAP and ini=rpretations of such standands applicabie to the operations of the municipality, are thersfore: as folows:

 GRAF 1- Fresentation of Financial Stiements (as revised in 2010)

~ GRAP 2- Cash Fiow Statements (as revised in 2010)

= GRAP 2 - Accounting Policies, Changes in Accounting Estimates and Emoes {as revised in 2010}
= GRAP 4 - The Eflets of changes in Foreign Exchange Rates (as revised in 2010)

» GRAP § - BaeTowing Costs

= GRAP 6- mmnnusepamermmmm

~ GRAP 7 - Ivestments in Associates

» GRAP & - Imarest in Joint Ventures

- GRAP 9- Revene #0m Exchangs TIansactons (35 revised in 2010)

~ GRAP 10 - Financial Reporing in Hyperinfiationary Economies (as revised in 2010)

= GRAP 11 - Cons¥ruciion Contracts {3s revised in 2010}

GRAP 12 - Inventosies (25 revised in 2010)

GRAP 13 - Leases (a3 revised in 2010)

GRAP 14 - Events Afler the Reporting Dale [z revised in 2010}

GRAP 16 - Investment Propesty (35 revized in 2010)

GRAP 17 - Property Plant and Equipment (as revised in 2010}

~ GRAP 18 - Segment Reporing

- GRAP 19 - Provisions, Coningent Liabifties and Contingant Assets 35 revised in 2010

= GRAP 21 - Impaimment of non-cash-generating assets

GRAP 23 - Revenue from Nor-exchange Transactions (Taxes and Tramsfers)
GRAF 24 - Preseniation of Eudget informiation in Financial Statements

= ERAP 25 - Employes Banefis

 GRAP 26 - Impaimment of cash-generating asssts

- GRAP 27 - Agriculture

~ GRAP 3 - Imangidie Assets

~ GRAF 100 - Non-cument Assets heid ior Sale and Discontivued Operations (a5 revised in 2010)
+ GRAF 102 - Helitage Assets

+ GRAF 104 - Financal Insvuments

= GRAP 105 - Transfer of funclions between entiies under commen conirol

= GRAP 106 - Transfer of functions batween entities ot under commen control
« GRAR 107 - Mergers
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Accounting Policies

Standargs Issued, Mot Yt Esctive Date

» RAP 20 - Relaied Party Dischosures.

» GRAP 32 - Senvice Concession Amangements: Gramar
» GRAP 34 - Separate Financial Satements

« GRAF 35 - Consoiidated Financial Statements

+ GRAF 36 - IWEsments in AS50cates and Joint Venbwes
« GRAF 37 - Joint Arangzments.

- GRAP 38 - Discosure of Interests in Other Entifies

» ZRAP 108 - Siatioey Recsvables

- GRAP 109 - Accounting by Princials and Agent

» GRAP 110 - Living and NorHiving rescurces

Interpretations - Approved and effecive

* ¥ERAP 1 - Agpiying e Probabiity Test on Initial Recognition of Exchange Revenus

« I3RAF 2 - Changes in Existing Decommissioning Restoration and Similar Liabifties

+ IGRAP 3 - Delemining Whemer an Arangement Contains 3 Leass

- ¥GRAF 4 - Rights o Interests Ansing #om Decommissioning, Resiration and Environmental Renatiliision Funds
* GRAP 5 - Agpiying e Restlsment Agproach under Me Standard of GRAP on Financial Reporting

* ERAP 6 - Loyalty Programmes

*¥GRAP 7 -The Limit on a D Aaset, Mini i i and their Interaction
“IGRAPE- anmwﬁmmmm

IGRAP § - Distibutions of Non-cash Assets f Owners

IGRAP 10 - Assats Recaved fom Customess

+ ¥RAP 11 - Consaiidation - Special PUrpase Entifies

- KRAP 12 - Jointly Conrolled Entities - Nor-Monstary Contributions

- KRAP 13 - Operating Leases - Incentives.

«IGRAP 14- mmmmﬂTmlmmm&LBga]FmdaLﬁse
« I3RAF 15 - Revenus - Barter Transactions involving Advertising Senices

- KRAP 16 - Intangibie Assts - Website Costs (effecive 1 April 2013)

= IGRAP 1T - GRAP on Sen WWhere 3 Granior
Conirois a Significant Residual Interest in an Asset
IGRAP 18- GRAP or ition and Desecognition of Land

+ WERAP 18 - Liakifties 1o Pay Levies

12 Critical Judgement, Estimates and Assumptions.

In the application of the: municipality's Accounting podicies, which are described below, management is required 1o make judgments, estimates and
assumptions about the camying amounts and liabilifes that are not readily apparent from other sources. The esimates and assodated assumptions are
based o historical expenience and other faciors that are considered 1o be reasonable under the circumstances, Te resulls of which form the basis of
maiking e judgements about camying values of assets and Kabifiies that are not readily apparent #om other sources. Actual resuits may dier #om
hess estimates.

These estimates and underying assamptions are reviewsd on an ongoing basis. Revisions to accouning estimates are recognisesd in the pefiod in
‘lﬂﬂ’lﬂ‘!!ﬂl’nmlsmIHDEm‘hmmN1mﬁlnwmﬂmmﬂmrepemsﬁmmnmmwm
and future

‘The foilowing are fe oitical judgments i that the i ,,. of applying the municipality's Accounting Poiicies
and that have the igni effect on the amounts ised in e Anrual F i
Revarus Recognition

Accounting poiicy 1.16.1 on revenus from exchangs transactions and Accounting policy 1.16.2 on revenue #om non-exchangs transactions descibes
the conditions under which revenue will be recordad by the management of the manicipality.

In making meir judgment, the managemen considered the detailed critefia for Mie recogniton of revenus as set out in GRAP 3 (Revenue from exchange
transacicns) and GRAR 23 (Reverus from non-exchangs transactions). Az r 2z Revenue from non-exchangs Yansactons is concemed (522 Basis of
Preparation aDove), and | in paricular, wheher the municipality, when goods are 5ok, had transssmed %o the significant isks and rewands of sanership
of T2 Qoods and WNEn SENice IS MenGired, WhEther the Senice has rendersd. AISD of IMPOMaNce is e estimation process imiived in intialy
measuring revenue at the fair vale Merecd. Management of he municipality ks satisied that the revenus in the cument year is appeopriate.

OR Tambo District Munucipality

[negsnamnnum octs)
Annual Financiat for 2 year ended 30 June 2018

Accounting Policies

12 Critical Esfimates and A

Financial Assets and liabilitiss.

‘The classification of Financial Assets and Lisbilties, into categories, i based on judgement. Accoungng Policy 1.14 on Financial Assets Classification
and Accounting Policy 1.14 on Financial Liabiities Classification describe the faciors and oriteria considened by the management of e municipalty in
the ciassification of Financial Assets and Liabiliies.

In making e above-mentoned judgement managament considered e definition and ifion criteria for the ification of financial i
a5 set out in GRAP 104 [Financial instruments)

Impairment of Financial Assats

Accounting poficy 1.14 on Impaiment of financial assets describes the process Sollowed 1o determine the value at which financial assets should be
impaired. in making the estimation of the impainment, the management of e municipality considersd e detailed oriteria of impaimment of financial
aszefs a5 set out in GRAP 104 (Financial Instuments) and wsed fis judgement to ssliect 3 vanety of methods and make assumptions that are mainly
based on market conditions existing 3t T2 end of M feporting pariod. The management of the municipality is satiséed that mpaiment of Financial
assets recorded during the year is appeopriate

Impairment of Trade receivabies:

The caiculaion in respect of e impaiment of deblors is based on an assessment of the extent 1 which deblors Rave defwuited on payments already
dug, and an assezsment of MiEir sbilty to make payments bassd on their ediworthiness. This iz performed per seniceidentifiatie categories acmes
all:l.assesulaem's

The: total increase in estimation of the impairment of receh fom exchange and that of
are disclosed in notes 3 and 4 o he Annual Financial Siatemen

Fair Valus Esfimations

A pescribed in i 1.12 M= munici| measures its Biokogical assets in terms of Te & value model.

The valuation of assets are based on managements estimation. Management considersd the impact of waluation technigues and market information in
‘erder 1o detemine the valuations, and more speciic as folows:
Bislogical Assets

The air valle less estimated point-of-sale costs used bo value Biciogical
change. The current assumptions are as folows:

- Catlie are waluated at the prevailing market market rates, as detemmined by breed, genetic, menit and age | less point-of-5aie costs.

- Fruit trees, harvest and vegetables are valued by way of ams's lengm transaction that would have been applied / prevailing in replacing the existing
fruit trees, harvest and vegetables with new #uil rees, harves? and vegetabies.

Usaful livea of Property, Plant and Equipment, Intangible asssts and Invesiment Property

qui D make cerin ions which are susject io

As deswrived in Accouning policies 1.8.3 and 1.2.1, the municipality depreciates s Propery, Piant and Equipment (excuding land) and amortises its
Intangivée assets, over the esimated wseful ves of e assets, taking into acoount e residual values of e assets at the end of their useful lives, which
= determined when the assets are availadie for use.

The use lives of the assets an: Based on Management's estimation. Management considened e impact of techmolgy, anailamility of cagitsl Aunding,
senice requiemants and Fequired 12U on ssels in ofter 1 defenming the optimum usefullife expectation, where appropriats.

‘The estimation of residual values of assets is based on he Managements judgement s 1 wheter the assets wil be Soid o used 1o the end of their
usedul lives, and in what condifion they will be a1 Tat fme.
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Accounting Policies

12 Crifical Estimates and i timued)

Impairment: Write-down of Property, Plant and Equi Infangitss Asseta Propesty

Accounting policy 1.13 on impaimment of assets, Accouniing poiicy 1.9.1 on intangible assets - Subsequent measurement, amortisation and impaiment
and Accounting poiicy 11.2 on inventory - Subsequent measwrement describe the conditions under which non-financial assets are tested for potenial
impaimment losses by e management of the municipality. Significant estimates and judgements ane made reiating o impairment testng of Property,
Piart ipment, impaimment testing of Intang 15 7 Wiite—down oF IVEnROries i the: lowest of the cost and net realisable vake.

In making the above-mentioned estimates and judgement, management considered the subssquent measwement critria and indicators of potendal
impsirmenl losses as Set out in GRAP 21 (mpairment of Nor-iasn generating assels) and GRAP 25 (Impaiment of Cash genarating asssts). In
particuiar, the cakculation of the recoverable service amount for PPE and intangible assets and et realisabie walue for Inventories involves signifcant
jadgemeEnt by management

Estimated impaiments owing the year 1o inventory, Property, Piant and Equipment, intangioie assefs Imvestment Property, Heritage asssts and
biokcgical assets are disclosed ininotes 2, 7, and 10 to e Annual Financial statement, i applicable.

‘Water Inventary

Tmﬂmnfmlmemm TESENDIMS i based on the messurement of watks via siecironic level sensors, which detsrmines e depth of water
in the reservoirs, Which is then cONVEned imo volumes based on Me Capacity of Me resenvoir. Furfenmore, the length and widih of all pipes are Gken
i aCcount in detenmining the woiume of M2 Walsr on hand at year-end.

Defined Benafit Plan lizbiliiss

Az geswiosd in Accounting Policy 1.15 empioyes beneffis - Post-empicyment benefits municipality cbtsins actuanal valuations of its Defned benedt
plan liabifties. he defined benefft obligations of Te municipality that were identified are post-etirement Heal benefft obligations and Long-senice
awands. The esimated iiabifties are reconded in acoordance with the requirment of GRAP 25. Details of the Iabifties and the key assumptions made
by Te actuaries in essmating the liailifes are provided in the relevant notes 1o the Annual Financial Statements
Provisiona and Confingent liabiities

Management's judgement & required when FECOgNising and measuring provisions and when measuring Contingent liatiliies. Provisions are discountsd
‘where T2 et of discourting is material using actuanal valuations

Budgst Information

Deviafions betwesn Te budget and achual amouns are regarded as matenal diSrences when a 10% deviation exists. All malenal diSeences are
expiained in the notes 1 Me Annual Financial Stements

1.3 Presentation cumancy

These consolidated annual financial statements are presented in Sout Aican Rand, runded of to the nearest Rand which is the funcional currency of
he economic entity.

14  Going concarn assumplion
These consoiidated annual financial statements have been prepared on 3 Going Concem Sasis.
1.5 Offssiting

Assets, Lianlites Revenues and Expenses have nof been offssd sxcept when ofsetting is required o permitied by @ standard of GRAR.

OR Tambo Distriet Munueipality
[Registration number : DC1S)
Annual Financial
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Accounting Policies

16 Standards, Standards and i Bors issued but not yst effective

The soilowing GRAR and i standands which are issued but not yet effective, are appiicable % e municipalty:

Standands Issued and Efsctive

GRAP 1 - Presentaton of Financial Statements (as revisad in 2010)
GRAP 32 Senice Congession agreement granor - issued 2013
GRAP 104 STy Receivables - Issued Seplember 2013

GRAP 17 Senvice Concession Agreements whene 3 Grantor controls 2 significant Residual imerest in an Asset

‘Where a standard of GRAP is aporoved and effecive, it replaces the equi
Financial Reporting Standards or 5A Generally ame;ﬁedkmmgpradce ‘Where a standard of GRAP has been issued mhs m(yeieﬂbr.he the

municipality may seiect 1o apply e prnciples established in hat sandan in developing appropriate Accounting Poiicies, Chang=s in Accounting
Estimates and Emors.

The muriicipality appiied the principies established in e following Standan of GRAP that have been issued but not yet efiective, in developing
appropriaiz Accounting Policies dealing with the following related pary ransactions, but Rave have: not yet adopted this standard.

GRAP 20 Related Party dsciosures [Revised)

17 Met Ansets

Inciuded in the Met ssets of e municipality are the sollowing reseves that are maintined in terms of spacific requirements
171 Accumuiated Surpius

18  Property, piant and squipment

1.8.1 Initial recognition

Property, plant and equipment are tangioie non-curment assets (including infrastrucire assets) that are hedd for use in the production or suppiy of goods
Of Sendces, nental to others, or for administrative purpeses, and are expected to e wsed durng more than one year.

The cost of an em of propery, piant and equipment is recogrised as an asset when i is probabie that fture economic bensfits or senvice polenial
associaiad with e fem wil fiow o the economic 2niity and T2 cost of the filem can be measured reiably.

Property, plant and equipment is initiafly recogrised at cost on its acquisition date o in the case of assets acquined by gramts of donations, desmed cost,
being the fair value of the asset on inifial recogrition. The cost of an item of property, piant and equipmEnt & the purchase price and other costs
atributable to bring e asset 10 the location and condiion necessary for it 1o be capable of operating in e manner intended by e municipaity. Trade
discounts and rebates are deducted in aTiing 3t Me cost. The cost also includes e necessary costs of dsmanting and removing T asset and
restoring the site on which it is located.

‘When signifcant componentts of an item of property, plant and equipment have different useful lives, hey are accounted for as separate items major
components) of property, plant and equipment. Whess an asset 5 acquired by the municipality for no of nominal consigersion (Le. 3 non-sxchange
transaction), the cost is dzemed 1o be equal to the fair value of Miat asset on the date acquired.

The cost of an item proparty, plant and equipment acquired in eXChangs $or non-manetary 3552t or monetary assats, of @ combination of monstany and
NMHTONEEY 3s5els i measured at Me fair value of Me asset given up, unless the 3T value of the asset received is mone clearly vident. I the
anquined fiem coukd not be measured at its fair value, its cost is measured at the camying amount of the asse1 given up.

Major spare parts and senvicing equipment qualify as property, plant and equipment when the municipality expects to use them duwing mere than one
period. similanly, if e major spare parts and senicing equipment can be used only in connection with an item of property, plant and equipment, they are
accounted S s peoperty, plant and equipment.
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18 Proparty, plant and squipment {confinusd)
182  Subssquent Measuremsnt
Sunsequent expendifure reiating 1o the: property, plant and exquipment is capiialised if 1 s probable that fuure econcmic benefits or potenial senvice

delivery associaled with e will fiow %0 the and e cost or fair value of the subsequent expenditure can be relisbiy
measured. Subsequent Expenditure NCUTE on an asset is only Capitalisad when it increases the capacity of A Economic bensfils associned Wi
the asset Where the = [ an aszet, it ngnises the part of the ng replaced and capitakses e new component.

Subsequenty all propery plant and equipment are measured a cost, less accumuiated depregiation and acoumuated impaimment losses.

Compensation from ird paries for fems of property, plamm equipment that were impaired, lost of given up is included in the Statement of Financial
Pesformance when Me compensation becomes regeivable.

183  Depreciation

on assets than land i on Gost using e siraight-ine method, to alkocate TSl cost of revalued amounts to their residual
values gver the estimated usesul lives of the assets. The depreciation memod used refiects the patiem inwhich the 3s527s e Economic benefits o
senice polential are expecied 10 be consumed by the municipality. Each part of an item of property, plant and equipment with a cost significant ing
relation 1o the cost item i depreciated separaisly.

Item Depreciation method Average useful lifs
Buildings
*  Improvements Straight line 10 - 80 years
Piant and machinery Siraight line 2- 20 years
Furniture and fitings Siraight line 5- 20 years
Molor vehicies Straight fine 5-15yzars
Ofice equipment Straight line 5- 20 years
IT equipment
I'"mwmm Siraight line Syears

re
*  FRoads and Paving Straight ine 5- &7 years
. Sewerage Straight line 5-100 years
* Stoem Water Straight line 7 -100 years
W Straight line 5- 76 years
Emergency squipment Straight line 5-10years
Specalizt Venides Straight line 10- 15 years
Bins ang Comaners Straight ine 5 years

The aszet's resioual values, ammllmmmmnmmmaﬂm prospecively, iappmpliam ateach

repering date. hemamgmuseml &2 of an asset on an annual basis does nol require the municpality % amend the previous estimane unkess
differ fromn the previous estimate.

1.6.4 Land

Land is stated at historical cost and is not depreciated as it is deemed 1o have an ind=dnite useful life.

185 Infrastructurs

Infrastructure assets are any assets that are part of 3 network of simiar assets. NEAsTUCre 3ssels are shown at cost less accumulated depreciation
and impairment. Enmpture assets are tneated simitarty to all other assets of Te municipality in ems of Me asset management poiicy.

186 ncompists Construction Work

Incompiebe construction work is stated at historical cost. Depreciafion only commences when the asset is available for use.

187 Leased axssta

Assets capialised under finance lease are depreciated over their expected usesyl lives on M2 same basis as roperty, plant and equipment controiled

by the muricipality or, where shorter, Tie term of T nelevant lease i thers is no reasonable cerzinty that Te municipality will cbisin ownersnip by the
end of the lease temm.

OR Tambo District Munucipality
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1.8 Proparty, plant and squipment {confinusd)

188  Dewscognition

The camying amount of an item of property, plant and equipment i derecognised on disposal, or when no fulure economic benefits or senvice potential
are expactzd from is use or disposal.

he gain of ks arising fom derecagnition of an flem of property, piant and equipment i inclided in surpius or defict when e ilem is derecognised.
Gains are classified a5 revenus.

Gains of kszes are caiculated 35 difference between the camying value of assets (Cost less accumulaied depreciation and accumulated impaiment
losses] and the procesds from disposal and are included in the Siatement of Financial Performance as gain o loss on disposal of properly, piant and
equipment.

19  Intangibls assets

Kdentifabie non-monetry assels wihout physical Substance are classified and recognised as intangivke assets. The municipality recognises an
imtangible asset in it Siement of Financial Posiion only when it is possible Tat the expecied &nwe economic benefits or service potential that
attributable i the azset will Sow % e municipality and the cost o fair valus of e asset can be measured reliably.

Intemalty generated intangible assets are subject 1o stict recognition criteria before Te are capitised. Research expendire i recogrised as an
EXpense as it & incumed. Costs incumed on development projects (relating % the deign and festing of ™ new o improved products) are recogrised as
intangible assets when Te ollowing criteria are fulfiled:

it 5 technically feasibie 10 complete the 35521 50 that it will be availaie for use.

management intends 1o compizte Te intangible asset and use or s&ll it

thene is an ability 1 use or 521 the intangioie asset.

it can be demonstated how the intangible asset will generate probabie fulune economic: benefits.

adequate technical, financial and cther resources 1o complete the development and use o sel the intangible asset are availabie; and.

‘the expenditure attnibutabie to the as521 during its development can be measwed reianly.

Other at do not meet criteri nlewgnsedasmemenseasul:um Dievelopment costs previously recognised as
arl!wxseareruremgnsenasanasseﬂlna period. Costs aPe TECOMIEd 35 intangible assets and amorised
mmmmﬁmmﬁﬂﬁmmhﬂﬁ mwmnmulmmmw in accondance wit GRAP 21 and GRAF

Intangioie: asset inffally necogrised at cost the cost of an inangible as5et 5 purchase price and other costs atriouled 1o bring the intangioie asset 1o the
location and condition necessary %or it i be capabie of operating in e manner intended by e municipalty, or where an iningible asset is acquired at
it cost, of for 3 nominal cost shal be its fai value as at the date of acquisition. Trade discounts and rebates are deducted in amiing at the the cast.

The cost of an intangible asset acquired in exchange for nonFmenetary assets of menetary assels, of 3 combination of monetary and non-manetary
assets, is measured 1 the fair value of the asset given up, unless the: fair value of the assed received is more Clearty evident. if the acquired item could
be measured at it value, its 0ostis messured at Te camying amount of the asset given up. ¥ the acquired items & value was not delerminable, its
deemed cost is the Camying amount of the ass=4s) given up.

181 ment, Fzation and

Adter inital recognition, intangible assets are carried 3t cost less any accumulated amerisation and accumulated impaisment losses.

Expenditure on an intsngible fiem that was initislly recognised a= an expense shall not be recognised as part of Me cost of an inngible asset a1 a e
date.

In s o GRAP 31, |rlarl,'|nleassetsndslrlg..lsnenmeen|mrrr|irygenem1eﬂrrmnghleasselsaMM|rlargnleasse15 It is furtnes
msungmsmmm or finite useful ives. amonisation is charged on a straight-ine basis over the intangitie assets’ use4ul lives. The residual
value of intangible assets with dnile lives is 2ee0, uniess an acive market exisis. Where intangible assets are deemed 1 have intangible useful lives,
such intangitle assets are not amorised, howswer, sUCh intangitie assets are subject 1o an annual impaimment test.

Amartisation only commances whan the asset is awailatie soruse, uniess stated othenwize. The amorisation rates are based on Mie faliowing estimated
usedl lives::




OR Tambo District Munucipality

[ﬁegshmnum DC1s)
Consoidated Annual Financial Statements for M year ended 30 June 2018

Accounting Policies

19 Infangible zsssts (confinued)

Item Depreciation method Average useful lifs

Computer software, other Siraight line 4 years
Intangioie assets ane annually tested for impaimment as described in Accounting Policy & on Impaimment of assets, inchuding intangioie assets not yet

availabie for use. Where tems of intangible assets have been impaired, the camying value is agjusted by e impaimant loss, which is recoanised as an
mnmm’mmmmmemrsmm The impaiment loss is the Diflerence between the camying amount and the recoverable senvice

The esimated useddl life, residual valses and amorisation method are reviewsd annually a1 fie end of he financial year. Any adjusiments arising #om
the annual review are applied prospeciively as a change in accounting esimate in the Statement of Financial Pesformance.

182  Derscognition

Intangivie assets are derecognised when the asset is dispesed of or when Tere re No furder economic benests of service polential expected from the
us2 of M2 35561 The gain of loss arising on the disposal or refirement of an intangible ass=t is determined as Me difference between the procesds of
disposal and the camying walue, and is recognised in the Statement of Financial Pesformance.

110 Imwestment property

11041 Initial Recognition

Investment property includes propesty (land or a building, of both and and buidings held under 3 finance lszse) heid 10 eam rentals and / o for capital
applenainﬂ rather than held to mest senvice cbjecives, the producsion or supply of goods of senices, or the sale of an asset in Me ordinary cowrse of

Al initial recognion, e municipaliy measures investment property at 3 cost including transacion costs ones it mests the dednition of ivestment
property. However, where an investment property was acquired through an mon-exchange fransaction (L. where it acquired the investment property for
g or a nominal value), cost is its fair value as at the date of acquisition.

The cost of seff-constnucted investment property is fe cost at the date of completion, including all direcy atiibutable borowing costs.

Based on managements judgement, the folowing critesia have been applisd to distinguish imvestment property #om cwner occupied property of
property heid for resale:

(&) Land held for long-term capital appreciation rather than for short-tierm salie in the ordinary course of operatons;

(&) Land hekd for a cumently undetemmined &mre use: (if the Mmunicialiy has not determinad that i wil use T2 13nd owner-ccoied property S Shor-
1B sale i Me orfinany course of operatiens, Me land is recognised as held for capital aporesiation);

[c} A building owned by the municipality {or held by the municipality under a finance lease) and leased out under one or more operating leases on a
commercial basis (Tis will include the property porsoiio rented out on 3 commercial basis on behalf of the municipality;

[) A property owned by the municpality and leased out at 3 below markst rental; and;
[2) Properyy that is being constructed or developed for fulre use 3s invesiment property;
The rent eamed 902 not have to be at 3 commencial basis or manet related for the property 1 be dassified as investment property

The faliowing assets s not fal in the ambi of Investment Property and shal be classified 25 Property, Plant and Equipmentjventory of Non-cument
Assets Held-for-Sale, 33 appropfiate:

() Property held for sale in e ordinary course of operations o in M2 process of constuction or development Sor such sale;

[ Property being constucted or deveioped on DENalf of Tind parties;

[c) Ownes-pcoupied peoperty, including (among other Tings) property held for fulure use 35 owner-DCCUpiEd pROperty, propery held for fnwe
JEVESOPENT aNd SURISEQUENE USE 35 CWNEr-GCCUpied property, DFOpenty oGcupied by EMplyEes Such as Nesd for e development and subsequent

use as owner-ocoupied property, property occupied by empicyees such as housing for personnel (Whemer of not the employees pay rent at market
Tates} and owner-occupied property awaiting disposal;

OR Tamboe District Munucipality
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1.0 Imvestment property jcontinued)
) Properyy that is leased o ancther enfity under a Snance leass;

2 Propeny hek 1o provice goods jices and S0 g cash infows; and;

[Fy Peoperty held for strategic purposes which would be accoumtsd fr in acCoriance wit Te Standard of GRAP on Property, Plant and Equipment;
1102 Subsaquent Measurement

Investment peoperty is accounted fof in accomtance wit e cost model as st outin GRAP 16 (3t their cost prices less accumulaisd Depraciation]. The
municipality has no intention: of seliing its land and buildings and s the Cost Model would ragressnt T2 value of all land and buildings more faity. The
Crangs Mas resuited in the municipality's Annual Financial Statements providing reliatie and more relevant information 300wt the value of Buildngs and
Land, based on the intended use of these assets in line with all valuation method of all other assets

Investment Property is measured using the Cost Model and i stated at iation and impairment losses.
Depreciation is calculated on cost, using the Straight-ine Method over the: useful life of the propesty, which is esimated at 10 - B0 years. Components of
assets that are signifcant in relation o Me whole asset and that nave difierent useful ives are depreciated separatety.

The gain of koss arising on the disposal of an Invesiment Property s detemined a5 the diference between Me sales procesds and the camying valug
and s recognised in e Siatement of Financial Persormance

1.10.3  Devecognition

A Investment Propanty shall b derecognised (Himinated #om the Statement of Financal Pasition) on dispesal or ‘when the Investmest Eropesty is
pemanenty windrEwn Som use and no fulure sconomic benssits of senice polential ane sxpected from its disposal

Property that is leased to anotner entity under a finance lease;
1.1 Heritage assats

A Heritage Asset is defined as an ass=t that has a cultural, envirenmental, historical, natural, scisndfic, technological or artistic significance, and is held
and presenved indefinitedy for the benedt of present and e generations..

Heritage Assets are not depreciated owing %0 uncerainty negarding 1 their esimated useful ives. The municipality assess at each reporting date i ere
= an indication of impairment.

1111 Initial Recognition.

The cost of an item of Heritage Assets is recognised = an asset E and only iF, it is probabie Mat future economic benedts or senice powenal
associat=d with Te item will flow 10 the municipality, and if the cost or fair value of Te item can be measured relibly.

Heritage Assets are inifilly recognised at cost on its acquisition date or in e case of assets acquired by grant or donation, deemed cost, being e fair
VIl O e 355Et o initial PECCQUition. The CoSt of an fi5m of Heritage Assets is the pUNChase price and other Costs attibutabiz i bing the asset 1o the

location and congiiion necessary for it i be capable of opesating in T2 manner intended by the municinaity. Trade discounts and reoaes e deducted
in amiving e cost. The cost also incldes the necessary costs of dismantiing and remaoving Me asset and restoring Me site on which i is lecated.

‘Whene an asset is acquired by the municipality for no or nominal £ ion [i.e. 3 HChangy the cost is deemed 10 be equal 1 the
fair valle of Tt asset on the date acquired.

The cost of an flem of Heritage Assets acquined in Sxchange for 3 RORHMONELEry assel of monetary assel, of @ combinadion of monetary and non-
monetary assets, is measured at the fair value of the asset given up, uniess the iar value of the asset received is mone Giearly evident. I he acquired
iiem coukd nok be measured 3t its fair value, its cost is measured at the camying amount of the asset given up.

1112 Subssquent Measurement

a.nseqﬂnmq)emnnrelairl;mmeu%smﬁhﬂwtsmmmmmmwﬁsammwmam

will fiow to the municpality and Me cost or &1 value of Me Subsequent expendinre can be reliably measwed.
Mmmmemmmmummanassmsm:apﬂammn|mas§ﬂ|e:apam;ormnemmnemﬁ|sasmamwmmassa
‘Whene the municipality replaces parts of an assel, it derecongnises the part of e asset being replaced and capitalises the new component.

Subsequenty al Herfage Assets are measursd at cost, less accumiated impaimment losses.

4
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111 Heritage assats | confinusd)
1113 Dewscognition

The camying amount of an item of Hentage Assets i derecognised on disposal, of when no future economic benefits or senvice potential are expected
from itz uze or disposal. 'megamntmsansngmnmnevwnmuanmnafHamgehssetsmmmsurpmsuaeﬁmm e item is
derecognizad. Gains are not classified a5 revenus. Gaing of iS58 are caloulatsd 35 Me diference betwesn e camying valie of assets (oost less
accumulated |rrnam|enllosses}mhe-mspnsajpmceensrs incuded in e Statement of Financial Performance a5 @ gain of loss on disposal of
Heritage As:

1.12 Biological assets

A Biclogical Asset is defined as @ living animal or plant. Agricuttural Produce is of the municipali inlogical Assets.
1121 Initial Recognition

mmdannzmnfauogﬂlnssesrslemgmsenasanasseﬂﬂ and only i, it is probabie Tat fture economic benefits or senvice potental
e item will flow 10 the munici and if the cost of fair value of Te item can be measured reliably.

Biciogical Assets are inifally recogrised at fair walue less cost to sell on s acquisition date. The fair value of an fiem of Bioiogical Assets is the
transacion price of M2 market price.

Agricutural Produce is initialy recognised at fair vallee lss Gosts 1 sl at the date of the harvest. The municipalty apgiies the messurement methods
a5 described in Accounting Poiicy 15 on Imeenionies.

1122  Subsequent Measurement

Subséquenty all Bickogical Assets are measured at fair value 1ess cost 1 Sell on the reporting date. The fair value of am fiem of Bioiogical ASS2ts s the
transaction price of M2 market price.

Aganorlossmm_;ﬁnmn!mialrecogmimnfanna'ndmagmassasa!hrumelesswslbseﬂmmamam;emmvauealme
reporing reCognised in the

ALgain of IS5 arisig ftom el reCogriScn cé an fem oF AQACUMTS] Harvest tfalr val ks st ointof 3k Ot 3t the Gate o the Parvest
sl be e T of Financial

1123  Derecognition

The carnying amount of an ilem of Bioiogical Assets is derecognised on disposal, or when no future economic benefiis or service potential are

#om its use or disposal. The gain of loss ansing from the derecogrition of an fiem of Biokgical Assets is inchuded in the Stalement of Financial
Pesformance when the item is derecognised. Gains are not classified a5 revenue. Gains of 5585 are calkulated a5 he difference besween e camying
value of assets [t fair value) and e disposal procesds is included in " of Financial a5 3 gai of loss on dispe

Aosets,

113 Impairment of Asssts

The municipality classifies all assets neld wit the primary cojective of generating & commetil relum as C3sh Generating Assers. All OMer assats are
ciassified as Non-cash Ganeranng AssErs

1131  Impaiment of cash generating assets

‘The mericipality assesses at each

port Tere s any indication that an asset may be impaired.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the indhidual asset. ¥ it is not passible o estimats the
recoverabie amount of the indfidual asset, the recoverabie ameunt of Tie cash generating unit to which the asset belongs is determined.

The recoverable amount of an asset of @ cash generating unit is the higher of its fair value less costs o sell and its value i use. The best evidence of

fair vale less cost 1o sellis the price in a binding sale agresment in an am's lengm trensaction, agusted for the ingremental cost that woukd be direcly
attriburtable to the disposal of the asset.

Value in wse of 3 cash-generating asset is e present value of the: estimated future cash fiows expected 1 be derived from the continuing use of an
asset and from its disposal at the end of its usesdl lise.
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113 Impaimment of Asseta (confinued)

If the recoverable amount of an assed is less Man it camying amount, the camying ameunt of the asset is reduced 1 its recoverable amount. That
reduction is an impaiment loss.

An impaimant koss of 35528 caried at cost kess any acoumulated depreciztion o amortisation is recognized immediately in e Statement of Financial
Pesformance. AN impairment of assets measured per e revallation method reduces e Revaluation Surplus for Tat asset. The decrease snall be
debited direcly 1o 3 Revaluation Surpius 1o the extent of any credit Daiance existing in e Revaluaiion Surpius in respect of Tiat asset.

An impairment loss is recognised for casn generating units i the recoverable amount of the unit is less Man the camying amount of he unit. The
impaimment koss is allocated 1 reduce he caTying amount of the assets of the unit pro rata on the basis of the camying amount of each asset in Te unit.

The municipalty assesses at sach reporiing date wheter there is any indication that an impairment loss recognised nplupendsh(assetsmym
longer exdist of My have decreased.  any such indication exists, the recoverable amounts of ose assets ane estmated

The increzsed camying amount of an asset atirbatabie 10 3 mversal of an impaimment loss does not exceed 2 camying amount that woud have been
detenmined had no impainment loss been recognised for e asset in prior pericds.

A reversal of an impaimment loss of assets camisd at cost less ath ion 5 recognized i in the Statement of
Financial Persormance. Nwmeﬁa]afanlmmﬂbssnfamﬂuedasseismledasamm increase and would be credited direcly
against the Revaluation SOrpius 1 e extent of any previcus mpairments recogrised against Said resemve in respect of that asset.

1132 i ash ang Azsets

‘The municipality assesses at each reporting date whether Tese is any indication that an asset may be impaired.

wmrsa'vylmmmmanassaﬂnwnemmalm the recoveraiie senvice amount is estimated for the indhidual asset. WRISMMENE‘Q
mmmmmmdmmmuﬂammmmsmmdmmmmmlmmmm
Delongs is ctemined.

The recowverable service amount of a non-ash generating asset is the higher of it fair value less costs 1 sell and its value in use.The value in use fora
non-Cash generting asset is the present valke of e asset's remaining servics potential.

Fair vale less costs 10 sell is Me amount obtinable from the sale of an asset in an amv's length transaction between knowledgeatie, wiling partes,
Jeszs the Costs of disposal.

If ™2 recoverabie senvice amount of an asset is less Tian its camying amount, the carrying amount of the asset is neduced 10 its recoverabie senice
amount. That reduction is an impaiment koss.

An impairment koss of assets caried at cost kess any acoumulated depreciation or amortisation is recognised immediately in e Statement of Financial
Performance. An impairment of assets measured per Me revallation method reduces Me Revaluation Surplus for Mat asset. The decrease snall be
debited direcly o 3 Revaluation Surpius to the extent of any credil balance exizting in fe Revalufon Surpius in respec] of it assel.

A impairment Joss is recognised fof NORKGash generaing UNits i the recoVErabie Senvice aMOUNt of the Wit is less 1han the Camying amount of the unit
The impairment loss is allocated 10 feduce ihe carying amount of the assets of e unit pro rata on the basis of M2 CarTying amount of each assetin the
uni.

The increased camying amount of an asset atiribatabie 10 3 reversal of an impaimment loss does not exceed T camying amount that would have been
determined had no impaiment loss been recognised for e asset in prior periods.

A reversal of an impaimment koss of assets camied at cost less ation of o 5 recognized i in the Statement of
Financial Persormance. Any reversal of an impaimnent foss of a revalued asset is Yealed as a revaluation increase and would be edined direcly
againet the Revaluation Surplus o Te extent of any previcus impairments recogrised agains? said reserve in respect of that asset.

1.14 Financial instruments

The municipalty has vanous types of Financial Instruments and these can be broadly calegonsed as Financial Assets | Financial Liabilifes or Residual
Inerests in accordance with the subs@nce of the convactual agresment. The municipality only recognises 3 Financial insrument when it becomes a
party to the contractual provisions of e instnament.

1.14.1 Initial Recognition
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1.14 Financaal instruments [continued)

Financial Assets and Financial Liabilifes are recognised on he municpalit's Stalement of Financial Posiion when it becomes party 1o the confraciual
provisions of the instnament.

‘The municipality does not ofset a Financial Asset and a Financial Liability unless a legally enforceable right 1o set off the recognised amounts cumenty
exist and the municipality intends either o settie on 3 net basis, of to realise the asset and settie the Eabiliy Smuitanecusly.

1.14.2 Fair value assumptiong

‘The: gair walues of Financial Insruments ars delemmined as filows:

*  Thedar values of quoled investments ane based o CUrrent bid prices.

*  If the market for 3 Finandial Asset is not active (and & unlisted securities), the municipality establisnes fair value by using vaiuation
techniques. These incie he USe of TECENt GITTS Jengih fansactions, Fefernce 1 OMEr iNSTUMeNtS that are substantialy the same,
discounted cash Sow analysis, and option pricing modets making maximum use of marks! inputs and refying as littie as possible on entity-
speciic inputs.

The Effective Interest Method is a method of calculating Te amortised cost of @ Financial Asset of @ Financial Liability and of alocating the imerest
income of interes? expense over the relevant period. The efective interest ran2 is the rate hat exaclly discounts estimated fnre cash payments o
ipts Twough Te expected life of M2 Financial Instrument or, when appropriate, a shorier period 10 the net camying amount of the Financial Asset or
Financial Liabiity

1143 Amortized Cost

Amortised Cost is the amount at which the Financial Asset or Financial Liabiity is measured at initial recognition minus pincial repayments, pius of
ik T cumuigtive ameortisation, using the ESective Interest Rate Method of any difference between that infial ameunt and e MLy SMouTt, and
mikes any reduction for impaiment o uncollectability.

1.14.4 Financial Assets - Classification

A Financial Aszet is arny asset that is 3 cash, a contractual Fight % recaive cash or another fnancial asset from anomier entity.

in i 104 the Financial Assets of 112 municipalty are ciassified s i e Gatsgories llwed bythis standand:

Financial Assets measured at Amortised Cost are non-derivatve Financial Assefs with xed or determinable payments that are not quotsd in an
actve market They are included in Cument Assets, except for maturiies greater than 12 months, which are classified as Non-curnent Assets. Financial
Assets at Amortised Cost are initially recognised at fair walue plus ransaction costs that are directly afrioutabie 1o the acquisition or issue of the
Financial Asset. Afler initial recognition, Financial Assets are measwed at amortised cost, using e Effecive Interest Rate Mefod less a provision s
impaimmentt

Financial Assets measured at Fair value are Snancial assets Tiat mest eimer of the: following congitions:

(i) Desfiatives;

[if) Combined instruments Tt are designated at fair value;

i) instruments heid for trading;

[Iv} Non-desfvative Financil Instruments with foeed or determinable payments Tl are designated at dair value at inial recognition or
[v} Financial instruments at do not mest the definision of Financial at Amortized Cost o Financial atCost

Financial Asseta measured at Cost are investments in residual Int=rest that do not nave a quoled market price in an active market and whase fair
‘value cannot be nesiably measured
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1.14 Financaal ingtruments [continusd)

Classification

Thee mnicipality has the soilowing types of Financial Assets as refiected on the Sce of the Statemen? of Financial Position of in theNotes thensao:

Clasa Catsgory

Recefables Financial asset measwred at amordsed cost
Recavabies from Exchangs Transactions Financial 35521 measwed at amorised cost
FRecehabies from Tramsactions Financial asse! measured at amorised cost
Bank, Gasn and Cash Equivalents - Call Deposits Financial asset measwed at amorised cost
Bank, Cash and Cash Equivalents - Sank Financial ass=t measwed at amorised cost
Bank, Casn and Casn Equivalents - Cash Financial asset measwed at fair vakus
Current Porion of Long-1em Receivables Financial ass=t measured at amorised cost

Cash includes cash-ondiand (incuding petty cash) and cash wit bamis (inciuding call deposits). Casn Equivalents ars short-Emm highly iquid
m.muMemmmuummmmwmwnmmummmmummmm
and are sutject o an insignificant risk of change in value. For the purposes of the Cash Flow Statement, Cash and Cash Equivalents comprise cash-on
hand and deposits held on call with banks, net of bank overdrafts. The municipality cafegorises Cash and Cash Equivalents as Financial Assets at
Amortised Cost
1.14.5 Financial Liabilities
A Financial Liability is a contraciual obligation o deliver cash or another Financial Assets 10 another entty.
There are three main categories of Fnancial Liabilties, fe dassificaion determining how Tey are measwed. Financial Liabilties may be measured at:
(i) Finandial Liabiifties measured at fair value:
(i) Financial Liabilites measured at amortised cost
{iil) Financial Liabilties measured at cos

The muricipality has the soilowing types of Financial Liabiliies as refiscted on e face of Te Statement of Finandal Pesition or inthe Notes theret:

Class Catagory
Long-i=em Liabiities Financial liaility measuned at amortisad cost
Payabiies from Exchange Transactions Finaniial liability measuned at amortised cost
Payablies from Non-exchangs Transactions Financial lisiility measuned at amortised cost
Current Porsion of Long-tenm Liabilities. Financial lisiility measuned at amortised cost

Financial Liabilties that are measured at Far Valug are Financial Liabilifes that are essentially held for trading (ie. purchased with Te imention 1o sail
of Eepurchase in e short term; derivatives other than hedging instruments or are part of a portfolio of Financial Instuments whers fere is recent achual
enidence of short-32rm prostesring or are deriathies).
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144 Financial instruments {continued)

Initial and Subsequent Measurement

Financial Assets

Financial assets measured at Amortised cost

Financial Assets at Ameortised Cost are initially measured at fair value phes tramsaction costs that are directly attributable % he aoquisiion of ssue of the

Financial Asset. Subsequently, these assets ane measured at amonised cost using the Efiecive Interest Miehod less any impaimment, with interest
recognised on an Efective Yield Basis

Trade and Other 3 i Added Taxation, Prep: and Operating Lease recaivables), Loans bo Municipal Entifes and Loans
that have fxed and determinatie payments that are not quotsd in an active market ane classied a5 Financial Assets 31 Amortised Cost

Financial assets measured 3t Fair value

Financial Assets at Fair Value are inifialy measured at fair value, excluding directly atiibutable fransaction costs. They are subsequenty measured at
fair value with unrealisad gains o losses recognised directty in the Statement of Financial Pasformance.

Finansial Liabilities

Financial Liabiities measured at Fair Value.

Financial Liabiities at Fair Value are stated at fair value, with any resulted gain of loss recognised in he Statsment of Financial Perormance.
Financial Liabiities heid at Amorised Cost

ATy omer Financial Lisbilties are classified as Other Financial Liabiities (41 Payables, Loans and Borowings are dassified as OMer Liabilies) and are
iitially measured & fair valse, net of ransaction costs. Trade and Ofer Payables, Interestibearing Debt including Finance Lease Liabiibes, Noer

sk sring Deb snd Bank ECroangs are subsequenly mess.red st orised costusing e Efective iees! A ethod . Mieresl expenss =
recogniset in the oF by applying the efective interest raie.

Prepayments are camied at cost less any accumulated impaiment kosses.

Impairment Financial assats

Financial Assets, other Tian Tose at fair value, are assessed for indicators of impaimment &t Me end of each neporting peried, Financil Assets are
impained whese there is cbjective evidence of impaimment of Financial Assets (Such s e probability of insoivency or significant financial dificuties of
the debior). there is such evidence e recoverabie amount is estmated and an impaiment loss is recognised i acconiance with GRAP 104.

Financisl assets measured at amortised cost:

Accounts Receivable encompass Long-ierm Debioes, Receivables from Exchange Transactions [Consumer Deblors) and Recefvables from Non-
exchange Transaciions (Other Debiors).

Inifally Aoounis Recsivable are valued at fir vake phis Yansaction costs, and subsequentty carmied at amorised cos! using the Efective imerest Rate
Metnod . An estimate is made for doubtful debt based on past defaut experience of all outsianding amounts at year-end. Bad depis ane writizn of the
‘year in wihich they are identifisd as imecoverable. Amounts neceivabie within 12 months from e date of reporing are ciassified as current.

A provision for impainment of Acoouns Recefvabies is estabished when Mere is objecive evidence that Me municipality wil not be abie % colect 3l
amounts due according 1o the onginal temms of The p made in Wit GRAP 104 wnsrety Tie of accounts
recefvable is assessed individually and then collectively after grouping fie assets in financial assets with similar credit nsk charactensics. The amount
of the provision is Te diference betwesn M Financial Assat's camying amount and the presant valus of estimatsd fiture cash fows, discounted at the
origingl efective imerest rate. Future cash Sows in a group of Financial Assets Tat are collsctively evaluated for impaiment ane esimated on e basis
of historical loss expesience for assets with credit risk charactenistics similar to those in the group. Cash Sows relaiing %0 short-term receivaibies are not
discounted where the effect of discounting is immaterial.

accounts are $or as such accounts as recedvable.
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1.14  Financial instruments {continusd)

The camying amount of the Financial Asset is reduced by e impaiment ioss direcay for all Financial Assets camied at Amorised Cost with the
exception of Comsumer Debiors, where the camying amount is reduced Mnough the Us2 of an alowance account When 3 Consumer Detior is
comsidered uncoliectible, it is written off against the alowance account. Subsequent recoveriss of amounts previcusly wiitten off are credited against
TEYENUE. Changss in the Carmying amount of the allowance account an: recogrised in the Statement of Financial Periemance,

Financial assets measuned 3t cost:

I there is objecive evidence that an impaimment loss has been incurred on an investment in a Riesidual interest that is not measured 3t dir value
because its fair value cannot be measured refably, e amount of the impaimment loss is measursd as the difference between M2 GITying amount of the
Financial Asset and the present value of estimated future cash Sows discounted 3 the current market rae of retum for a similar financial asset. Such
impaimment losses shall mot be reversed.

Defecognition of Financial Assets

The municipality denecognises Financial Assets only when the contraciual fights 1 the cash fiows #om the asset expires or i transfers the Financial
Asset and substantially 3l he risks and rewands of ownersnip of the asset 1o another entity, except when Council approves: the write-off of Financial
Assets due 1o non-recoverability.

If e municipality neither transfers nor retains substantially all the fisks and rewards of ownership and continuss to control Me ransferred asset, the
municipalty recognisss s retained interest in the asset and an associated Esbilty for amounts it may have fo pay. ¥ the municipality retsing
suzst@Entialy all 12 fisis and rewands of ownership of a fransfemed Financial Asset, e municipality consinues to recognise the Financial Asset and aiso
Tecognises 3 collateralisad bomowing for the proceeds received.

Derecognition of Finandial Liabiities

Thee municipality derecognises Financial Liabiities when, and only when, Te municipality's ebligations ane discharged, cancailsd of they expire.

The municipality recognises e difierence Detween Me camying amount of the Financial Liabiity (or part of a Financial Liability) extinguished or
transfemed %0 ancther pary and T consideration paid, including any non-cash assets iranskerned or liabiities assumed, in the Statement of Financial
Performance.

115 Inventories

Intia Recognition

Invernories comprise Cument assets helg-ior-sale, Gurent assets for consumption or distribution during e ordinary course of business. Iventories are
initialy recognissd at cost. Cost generally resers fo the purchase price, pIUs Bxes, ITansport Gosts and any other costs in bringing the Inventories 1o their
current location and condision. Where Invemiony is manuiaciured, constnucted oF produced, T2 cost incudes the cost of labour, matsials and overheads
used during the manufaciuring process.

‘Where: Inventory is acquired by the muricipality for no o nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equal b the
fair value of e item on the date acguined.

Direct costs reiating 1o properties Mat will be s0id a5 Inventory ane accumulated for each separately ientifiabie development. Costs Jiso include a
proporfion of overnead Gosts.

Susequent Measwrement
-Consumatile Stores, Raw Materiais, Wor-n-Frogress and Finnshed goods.
Consumabi: SIones, Faw matesiats, Work-n-progress, invenories distributed at o charge or & @ nominal Gharge and finished goods are valued &t the

Jower of cost and net realisatie value [net amount that he municipality expects o reafise #om the sale on Inventory in the orinary course of business).
The cost is determined wsing the Firstin-First-cut Memhod for 0os1 of commiodities.

-Wiater ewentory
‘Walter is regarded as Inventory when the municipality purchases water in Dulk wilh the imention 1o resell it 1o e consumers of 10 use it imemaly, or
‘where the municipality has incumed purification costs on water obizined from natural resources (main, fivers, sprngs, boreholes, e3c.). However, water in

dams, that are filed by natural Fesounces and that has not yet been freated, that is undsr the control of M2 municipality but cannot be measured relisoly
as mere i no cost attached 1o the water, is thenesore not recognised in the Statement of Financial Position.

0
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115 Imventories [continusd)

The basis o determining e cost of water purcnased and mot yet 5ok at Statement of Financial Position date comprises all costs of purchase, cost of
conversion and other costs incured in bringing e inveriory 1o its present locaion and congition, met of trade discounts and rebates.

‘Warter and purifed eSuent are valued by using the First-in-First-out Method | at Te lowest of purified cost and net realisable value, insodar as it is stored
and controlisd in reservairs at year-snd.

-Other Inventonies

FRedundant and skow-moving inventonies: are idendfied and wiitlen down from cost 1o net realisable value Wit regand to their estimated economic or
realizsable valses and soid by public aucion. Net reslisable value is the estimated seliing price in the ordinary cowrse of business, less applicable
variable selling expenses. Differences artsing on the measurement of such Inventory ot the lower of cost and net reslisable value are recognised in the
Sitement of Financal Perormance in e year in which they arise. The amount of any reversal of any weitsdown of Invemories. rising from an
increase in net realisabke value of CUrTent replacemant oSt is recogised a5 @ reguction in the amount of imventoriss FcODNISE & an exXpEnsE in the
period in which the reversal ocours.

The carmying amount of inventones is recognised as an expensa in the pericd Tat the Inventory was soid, distributed, written off or consumed, uniess
that cost quiifies for capitalisation to the cost of another assel

1.16 Revenue Recognition
General

Revenue is defived #om a variety of sources which include rates levied, grants fom other tiers of government and revenue from trading activiies and
other senices provided.

Revenue comprises Me i value of Me consideration received of receivabie for the sale of goods and semvices in Me ordinary course of the
municipality's activities. Revenue is shown net of valus-added X, netums, rebates and discounts.

The municipality recognises revenue when the amount of revenue can be reliably measured, it s probabie that Suiwe economic beneffts or ssnice
potential wil fvw 10 the municipality and when specific orieria have been met for each of Me municipalit's acivities 2= described Deiow, except when
specifically siated oiheraise. The amount of rewenue is not considered i be refiably measurable unil all contingencies reiating 1 the: sale have been
resoived. The mumicipality bases its estimates on historical results, taking into consideration the type of cusiomer, the fype of fransaction and the
speifics of each arangement. Furthermare, senvices rendefed are recognised by reference io the stage of compietion of e Fansaction at the reporting
date.

Revenue from Exchange Transaciions refees 1o revenue that accrued to the municipality directly in retum for services: rendened | goods S0, e value of
‘which approximiaes the consideration received of receivable.

Revenue from Mor-exchangs Transactions ressrs 10 fransacions where Te municipality recefved revenue #om another endty without direcly giving
approximately equal walue in exchange. Revenue #om non-exchange ransaciions is generally recognised 10 the extent Tiat the related receipt or
recefvable qualifes for recognition as an asset and there i no liability to repay e amount.

REVENUE is messured at the dair valee of the considesion received of receivabie. Revenue is reduced for eSSmated Gustomer eams, SIoc rottion,
price peotection, rebates and other simiar Jlowances.

Fair value is 2 amount for which an asset could be exchanged, of a liabiity setied, between knowledgeable, wiling parties in an am's length
transaction.
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1.16  Revenus Recognition |continusd)
Raverue from Exchange Transactions

Sarvice Charges
Service Charges are levied in 12mms of approved tEriss.

Service Charges relating 1o water are based on consumpion. Meters are read on @ montiy basis and are recognised I revenue when invoiced.
Provisional esimates of consumpsion, basad on M consumpion history, are made monthly when meter readings have not been persormed. The
pln\nsmmd nonsnﬁmaeremg’lseﬂasmmumm ememayw—emmesimnfmmpnmupbwn
TECOMEd a5 FevEnUE Witout it Deing invoiced. Adjustments to provisional estimates of corsumption are made in the invoicing period in which melers
have bean resd. These agustmeants ars recognised 32 Fevanus in the invoicing perind. In respact of estimates of conzumption betwean the |ast reading
date and Me reporing date, an accrual is made based on the average monthly consumption of consumess.

Service charges neiating to Sewerage and sanitasion e recognised on 3 monthly basis in amesrs by applying the approved trif 1o all properties. Tarfs
are getermined per category of proparty usage, and are levied based on the extent of each propery.

In Grcumstances where senvices cannot readily be red and quantified, a fat ice charge i levied monthily on such properies.
Inferest, royatties and dividenda
FRevenue arising #om the use by ofers of entity assets yisiding interest, royatfies and dividends of similar distributions is recognisad when:
. Itis probabée that the economic benefits or senvice potential associaied with e Fansacion will Sow to e municipality, and
*  The amount of the revenue can be measured refably.
Interest is recogrised, i surphss of deicit, using the effective interest rate method.
Royalies ane recogrised as ey are eamed in acoordance Wil e substance of the reevant agresments.
Dividends or similar distributions are recognised, in surplus or deficit, when e municipalty's ight bo recaive payment has besn established.
Service fees included in the price of the product are PRCOORISE 35 MevenUE over the period during which the service is performed.
Rantals Recaived
Revenue from the rental of faciifes and equipment is recognised on a Straight-ine Sasis over the 12m of 2 lease agresment.
Financs income

Interest eamexd on investments is recognised in the Stalement of Financial Peroemance on the Time-proportionate Basis at takesint account the
effecive yield on the investment.
Im.emsleammhzhlnum imestments i= nod recogrised in the Statement of Financial P

I

eriormance;
nterest eamed on unutiissd Condtional Grants is akiocated diectly to the Crediton: Unitiised Condiional Grants, ¥ the grant condiions
indicate that inferess is payabi o the funder.

Tariff charges

Reyenue arising from e application of the approved s of carges is rcognised when the relevant service i rendéred byapplying the reevant
authorised tarif,, This includes Te issuing of licences and pemits.

Revenue from Agency Services

Revenue for agency services is recognised on 3 monTiy basis once Mg revenue colliected on behalf of agents has been quantfisd The revenuz
TECogised is in 12ms of M2 agency agresment.

Sale of Goods (including Housea)
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1.16 Revenus Recognition {confinusd)
Revenug of goods is recognit all ;e foilowing conditions have been met:

[ajmwmupallqnasmm mmmmmsqmmmmmmmmpungm
10 e degree usualy associated with ownerzhip nor

mmmmmmsm-
BT SMmount of PEVENUE Ca be MEsured reliabiy;

[cjThe municipality retains neier continuing managesial imwoivement to the: degree usually associated with ownership nor
effecive control over the goods soid

) Rt 5 probabie that the economic benefits or senvice potential associated with the ransaction wil fow 1o the municipality; and
[ The costs incurned o 10 be incurmed in respect of the fransaction can be messunsd nelianiy.

ga Tr

JAn infiow of resources from a Ner-exchange Transacion, that meets Te definition of an asset shall be recognised as an asset whenit is probabie that
the future economic benefits or service potential as50ciated with the asset wil Sow 10 e municipality and the faivalue of Te 3552t can be measwed
refizinly. The azset shall be recognised as revanue, except b the sxtent that 3 liabiity is alsorecognissd in respect of T Zame inflow.

A present obligation arising from a Mon-exchange Transaction that mests the definfion of a Eability wil be recognised as a Eabiltywhen it is probable
‘that an oulfow of economic benesit will be required 1o settie Te cbiigation and a reliable estimate of the amountcan be made.

Pubic Contributions

Denatiens and funding ane recognised as revenue fo the exient that the municipality has complied with any of the oiieria, conditionsor cbligatons
embodied in e agreament. Whese e agreament Containg 3 sipulation to retum e 3, other future economichensdits of Senvice paental, in the
event of non-compliance 1o Mese stipulalions and would be enfarced by the transferor, 3 liabiityis recognised 1 the exisnt iat the Eera, conditions o
‘obligations Nave not been MeL Where Such requiements are nolenforceabie, o where past experiance has indicaled Ihat the transferor has never
ENfOICed the FequiremENt b retum Me TansiTedassel, oiher A5 SConomic benssits or potential when breaches med, the stipuation
'will be considersd arestricion and is recognised 33 IeVEnue.

Revenue from public contributions is recognised when all conditions associaled with the coniribution have been met or whene Theconiritution is to
finance property, plant and equipment, when SUCh items of propey, piant and squipment ar Brought into use.

\Assets apquired #OM nof-exchange transactions are measured at fir value in accorance with the Standands: of GRAP.
Gowemment Grants and Recsipts

Conditionall grants, donations and funding are recognised as revenue to the exient that the municipality has complied with any of the critena, condifons
«or cbligations embodiad in the agresment. \Where T2 agresment contains a stpulation 10 retum the asset, oher future sconomic benests or sanice
potential, in the event of non-compiiance to hese stipulafions and would be enforced by ™e transseror, 3 Eabilty is recognised o e extent that the
GitEria, conditions of oDiigations Nave not been MEL. WhEPe SUCh FEqUIEMENS are Not Sniarceabie, of WHENe Past SXpenence has indicated that the
‘transferor Mias Never enfrted the MECUINEMEnt D TEUM e ansfened asset, oiher fulure economic Densits or Service potential when breaches have
‘pecumedd, the stipulation will be considered a restriction and is recognised as revenue.

that are receivatie for expenses of losses aeady incumed of for the purpose of giving immediate financial support
‘10 the municipality with no future related costs, ans recogrised in the Statement of Financisl Perarmance in e parisd in which they become recehvable.

Interest earned on nvesiments is treated in accondanc: Wil grant conditions. it is payabie 1o the funder it is recordsd & part of the creditor and #itis
‘the municipality's interest, it is recogriised as interest earmed in the Statement of Financial Persemance.

Revenue is recognised when all condiions associated with fie coniribution have been met or where the contribution is % finance property, plant and
equipment, when Such items of proparty, plant and equipment are brougt int use.

Revenue fiom Racovery of Unaumortsed, meguiar, Fruitiess and Wasteful Expenditure

Rewenug fom e recovery of unauthorised, imeguiar, fruitiess and wasteful e is based ¢ i including Mose set cutin the
Municipal Finance Maragement ACt (ACt No 56 of 2003) and is recognised wihen e recovery thereof #om the responsinie CounGilors of osicials is
virtually certain.
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117 Provisions

Provisions are recognised when Me municipality has @ present or constructive obiigation as @ result of past events, it is probabie that an outfiow of
IESOUCES EMDodying economic benefits of service potential wil b2 required %o Settie the obligation and a reliadie esimate can be made of the
obiigation.
The: best estimate of he expenditure required fo setfe Te present obligation is the amount that the: municipality woukd ratonally pay to seftie the
‘obiigation &t the reporing date of o ransfer it 10 3 third pary at that time and are delermined Dy M judgment of Nie Management of he muniipalty,
oy expe of simiiar and, in some cases, reports Som independent experts. The evidence considered incudes any
addiicnal evidence provded by events aRsr the repofing date. Uncamtintiss Surrcunding the amount to be recoghised s 3 prowisicn are dzail with by
aiUS MRS SGCONding 10 1he CRGUmStEnGes. WNEre e provision being measured ivolves 3 Lge population of fiems, e obligation is estimated by
‘weighting all possitie oul y their associated

Future events that may afect e amount required 1 seftle an obligation are refiectsd in the amount of 3 provision where Meme is suSicient objecive
evidence Inat they will Ceour, Gains from M Expected disposal of 3555t A Mot taken it acoent in

measing a provision. Provisions ane not recognised for futune opersting losses. The present oliigation under an onierows Contract is recognized and
MEISITE a5 3 Provision. AN ONENOUs CONITACt i 3 contract in which e unavoidabie Costs of mesting the obligations under e conract exceed the
economic benests expected 10 be received Under il The unavoidable costs undsr 3 contract reflect the least net cost of exiing #om the coniract, which
5 the lower of the cost of fulfiling it and any compensation of penaities arising #om failee to fulfi it — this unavoidatie cost resufiing from Me contractis
e amaunt of the provision to b recognized.

Provisions are reviewsd at reporting date and the amount of 3 pRovision is the prasent value of the Sxpenditune expect=d 10 be raquined i s=e the
‘obligation. When the effect of discounting is Matefial, provisions are determined b discounting the expecied future casn flows that refiect curvent markel

assessments of the Sme value of monsy. The impact of he periodic umwinding o the discount is recognised in the Statement of Financial Performance
as 3 inance costas it occurs.

118 Employss bensfits
short-term employes bengfits

Remuneration 1o employe=s is recognised in the Statement of Financial Persormance as the services are rendered, EXCept for nonaccumulatingbensds
‘which are only recogrised when the Speciic event occurs.

The: muricipality has opisd to Feat its provision for leave pay as an acorual.

The corsts of all shor-emn empioyes benefits SUC 35 leave Doy, ane ECognised during e period in which the empioyes renders T reiated sendce.
The kil for leave pay is based on the iotal acorued leave Oays at year end and is shown as a creditor in T2 Statement of Financial Position. The
municipality recognises the expected cost of performance benuses only when the municipality has a present legal or constructive cdiigation %o make
such payment and a relable esimate can be made.

Poat-employment benefits
The municipality provides refrement benefits for its empioyess and coundilloes, and has bomh defined benefit and defined contribution post-empioyment
plams.

Defined confribution plans

A Defined Coniribution Plan is @ plan under which he municipality pays fixed contributions into a separate entity. The municipality has no legal or
constructive obligation fo pay further contributions ¥ the fund does not hold suficient assets o pay all employees the benefiis relating to senice in the
CurTent oF prior perinds.

The municipality's contributions % e defined convibution funds are established in terms of the rules goveming those plans. Contributions are
recognised in e Statement of Financial Performance in Me pariod in which he senvice is rendered by Te relevant empioyees. The municipality has no
further payment oligations ence the coniributions have been paid. The contriousions are recognised as employes benefit expense when they are due.
Prepaid contributions are recognised 3s an asset 10 Me extent iat a cash refund or 3 reduction in e fture payments is avaiable.
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1.8 Employss benefits (continued)

Defined bensfit plans

A Defined Benefit Flan & & post-ampioyment benefilt plan other than 3 defned contricution pian.
Postetiement Hesitn Care Benefits

Thie municipality has an cbligation to provide Postretrement Health Care Beneffs 10 cerain of its refitees. According to the ules of the Medical Aid
Funds with which the municipaiity is associated, 3 member [who is on e curnent Conditions of Senvice), on resirement, ks entitied 1o remain a continued
member of the Medical Aid Fund, in which case the municipakty is liable for a certain portion of the medical aid membership fee. Not 3l Medical Aid
Funds with which e Municipality is associated, provide for continued membership.

The dedined benefil Eability is e aggregats of the present value of the desned benedit obligation and unrecognised actuarial gains and ksses, reduced
by unPecogisad past Senice costs. The plan is wiunded. The present vake of the defined beneft caiigation is caiculnsd wsing the Projected Unit
Credit Memod , incorporating actuarial assumpsions and 3 discount rate based on Te gowemment bond rate. Wakialions of these cbligations ane camied
mmuywmmqmﬁeﬂmnﬁ

Actuarial gains or losses ane recogrised i ne Financil
Pastsenice costs are recogrised immedisisly in e Statement of Financial Perrmance.

Past senice cost 5 the change in Me present value of the defined benest obligation for employes Senice in prior periods, resuting in the cument periad
from e ©f, or changes to, post benefits or cther long-EErm empioyes benefits. Past service cost may be eiler posiive (when
benefits are inroduced or changed so at the present value of the defined benefit obligation increases) or negative (when existing benefits are changed
50 that e present value of the defined benefit obligation decreases). in measwing its defined benefit liatility ™e entity recognise past service cost as
an expense in the reporting period in which the pian is amended.

Plan assets comprise assats held by 3 long-emm empicyes benefit fund and qualiying insurance policies.

Long-5ervice Allwance

The municipalty nasmnulgaimm plwnewg-semmmmﬂmsmalnfrsmees mﬁmbwmlﬁdmwm
Alowance Scheme, which the muricipality instiied and operates, an employes (who i on the cument Congitions of Senvics), i entitied 10 a casn
akowance, calouiated in tSrms of the rules of the scheme, after 10, 15, 20, 35 and 30 years of continusd service. The municipality's Eabilty is bassd on
an actuarial valuation. The Projecisd url"lcre\itmisusen o walue the liadiliies. Aciuarial gains and losses on the leng-3m incentives are
accounted for through e Stalsment of Financial Perfommance.

— Desined
The municipalily conirbubes fo vanious Mational- and Provincial-adminisiered Defined Benefit Plans on behaf of its qualifying employess. These funds
are multi-empioyer funds. The contrisaions 1o fund cbligasions for the payment of refrement benefits ane charged against revenus in the year they

become payatie. These defined benefil funds are acluarially valued tiennially on the Projected Linit Creci Memod bisis. Deficits ane recovered Trough
1 SUM PaYMENts of increased ma basis from ai

Dedined Benefit Pension Plans

‘Whiare applicabiz the municipality has an coligation to peovide Post-refrement Pension Benefits i of s refirezs. Pension
Tespact of eMployESs Who Wese ol Members o 3 pansion fund ars fecogrised 35 N eXpense When incured. Snﬁprmmmmsnnwmrmm
accommogate parsonnel who, due 15 age, GanNat jin of be part of the wanous pension funds. The municipaiity Gontbutes monthly 1o he funds.

‘The liability recogrised in the Statement of Financial Pesifion in respect of defined benefit pension plans is the present vakue of the defined benefit
‘obligation at the end nflﬂeremngpe'mlessn!urmueafplanasseﬁ mgmmuhaqmmsh(umewgmsen past-senice costs. The defined
benefit obligation is calculated annually by independant ackaries wsing the Project=d Unit Credit Method . The present valus of e defined beneéit
obligation i determined by discountng the: estimated future cash outfiows wsing interest rates of high-guality corparate bonds that are d=nominated in
he Curency in which the benefits wil be paid, and that have tems 1o maturity approximating o ™2 tems of he reiated pension ability.

Actuarial gains or ksses are recognised i nE Financil
Past-senvice costs are recogrised immedistsly in e Statement of Financial Perormance.

NB: The municipaiity currentty doss not Rave any employess that il under Dedned Benefit Pension Plan

=

OR Tambo District Munucipality
[Regstration number - DC1S)
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Accounting Policies

119 Leasss
Classification

Leases are classified a5 France Leases where substantialy 3l the fisks and rewars associated Wit ownership of an asset are ransfermed o the

municipalty.

Leases of property, plant and equipment, in which a significant porgion of the risks and rewands of ownership are relained by e less0r are dassiied as
Opssatig Leases

The Municipality as leasse

Financs leases

‘Whiere the municipality enters into a Snamce lese, property, plant and equipment of intangible assets subject % finance lease agreements are
capitalised a1 ameunts equal 1o the & valus of the leased ass=1 or, i lower, the present value of the MinimuM Iease payments, each determined t the
inception of the lease. Comesponding liabiliies are included in the Statement of Financial Position as Finance Lease Liabies. The comesponding
liabifties are infally recognized at Me inception of the laase and are measured as the sum of M2 minimum leass payments due in 2ms of the lease
agreemsnt, disCounad S the Efect of iNtErest. In discounting the kase payments, T8 murkcipality USes the interest rate Mt exactly discounts the
lease payments and unguarantzed residual vake o the air value of T2 assel, phis any dinec costs incurred. Lease payments are akocaied between
he finance cost and the capital repay ssing the Effeciive Interest . Finance costs are expensed when incumed.

Subsequent o initial recognition, T leased assets are accounied for in accoedance with the stated acoouning polices applicable to property, plant and
equipment or intangibles. The lease abilty is reduced by ™2 lease payments, which are aliocated betwesn the finance cost and the capital repayment
using the Efsctive imsrest Rate Method . Finance costs are expensed when incumed. The accountng policies relating 1o derecogniton of financial
instruments are applied to lease payadies. The lease asset is deprecialed over the shorter of the asser's useful ife o T2 lease tem.

Operating lsases

‘The munizipality recogrises aperating lease entals a5 an expens2 in the Statement of Financial Performancs on a Staight-ine Basis over M2 tem of
he reievant lease. The diSeence Detween M2 aMOUnts recognissd s an expenss and the contaciual payments ars recognissd as an operatng lease
asset of liabilty.

In the event at lease ncentives are received 10 enter inio operating leases, Such incentives are recognized as a liabiity. The aggregate benefit of
incentives is recognised as a reduction of rental expense on @ Straight-ine Basis | except where anoier systematc basis is more representative of the
time pamerm in which economic benefits from the leszed a5t ane consumed.

whather an contains a leasse

At incaption of an aangemEnt, the Municipality dSIEMINEs WHSTer SUCh 3n arangement i, of Contains 3 lease. A specific asset is e subject of a
lease ¥ fulfiment of T2 amangement is dependent on the use of that specified asset An amangement conweys e nght fo use e asset ¥ the
amangement comesys to T municipaity the Aght 1o control the use of the undeying assel. At inception, o UDon TE3SEEssMENt of e Tangament, the
municipalty separates payments and other considerations required Dy such an amangement into those: for Te lease and Tose for other elements on the
basis of Meir relative fair values. F e municipaliy concludes for 3 dnance lease that it is impracticatée %0 separate the payments refiabiy, an asset and
aiannliya:emcagmsenmmanmmequalmmemrualuenfmumnyngass& Subsequently the liaility is reguced as payments ars made and an
imput=d finance charge on e liabiity is recog) ] borrmwing rate.

120 Grantz-in-&id

The municipality transsers money o individuais, onganisations and other seciors of government from: ime 1o Sme. When making these transfers, the
municipality does not:

@ [Receive any goods or senices directly in retum, 35 would be expacisd in 3 purchase of sl fransaction;

1] [Expect 10 be repaid in future; or

(<] [Expect a financial retum, 3= would be expected from an invesiment.
These iranzfers a2 recognized in the of Financi; expanzas in the pariod that the events giving riss 1 the transfer occumed.t
%
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121 Valus Added Tax
Value Added Tax zssets and liabilities

The municipalily accounts for Value Added Tax on the Payments Sasts in accordance with section 15(2)(a) of the Value Added Tax Act {Act Mo 83 of
1901}

The enities account for Value Added Tax on e Imvoice Sasis in accordance with section15(1) of the Vake-Added Tax Act (AL NoBd of 1991).
122 Unauthorised expanditurs

Unauthorised Expendiuee i sxpenditurs iat has not been budgeted for, expendiure that is not in tems of Me conditions of an aliocation recaived #om
another sphere of Qovesnment, municipality o organ of stte, and expendiure in the fomm of & grant Mat is not pemitted in 18Me of the Municpal
Finance Management Act (ACt Mo 56 of 2003). All xpandingre reiating to Unauthorissd Expendiure i accounted & 35 an expenss in 1 Stasment of
Financial Performance in the year that he expenditure was incured. The expenditure is ciassified in accorance with Te nature of the: expense, and
‘whers recovered, il is SUDSEQUENTY GCCOUNEED 0 35 FEVENUE in e Statement of Financial Perormance.

123 Imegular sxpenditurs

Imeguiar expenditure is Expenditore that i contrary to the Municioal Finance: Managemsn Act [Act Mo.56 of 2003), the Municipal Systems Act [Act
No.32 of 2000), and the Pubic Office Bearers ACt [ACt No. 20 of 1998} of is in contravention of the economic enity's supply chain management policy.
Imeguiar expenditune excludes unauTorised expendtwe. Imegular expenditure is accounied for @5 expenditie N the Statement of Financal
Performance and where recovered, it is subsequently accounied for as revenue in the Statement of Financial Pesformance.

124 Fruitiess and wastsful expenditurs

Fruitess and Wasteful Expenditure is expenditure that was made in vain and would have been avoidsd had reasonabie care been exercised. Al
expenditure reiating to Fruitiess and wasteful expenditure is accounted for as expenditure in Te Statement of Financial Pesformance in the year mat the
expendiure was incwmed. The expendiure is classified in accordance with the nature of he expense, and where recovered, it i subssquently
accounted & 35 Fevenue in e Ststement of Financil Pefformance.

1.25 Makerial Losses

The MFMA requires he distiosure of material losses incumed during the year under review. The disclosure is provided in order 1o comply 1o the
legisiatve requrements goweming Municpaiities and Municipal Entifes.

Due to their sigrificance, the complete calouiation of water losses i provided, including e opening balance, purcases, sales and ciosing baiance
‘where applicable. The unit rae is the rate per the last purchase as inventory is measured based on Me First-in-First-Out Method as defined by GRAP
12 [Inwentories .

1.26 Changes in i icies, Eatimates

Changes in Accounting Policies that are afiecisd by management have been appiied revospectively in accondance with GRAP 3 requirements, sxcept 1o
he extent that it is impractical 1o determine the period-speciic efiects or the aumulative effect of the change in policy. In such cases the municipalty
restated the opening balances of assets, liabiities and net assets for the eariest period for which reffospective restatement is pradtical. Details of
Changes in Accounting Poiicies are discosed in e Notes 10 the Annual Financial Sttements where applicatie.

Changes in Accouning Estimates are applied prospecively in accordance with GRAP 3 requirements. Detgits of changes in estimates are distiosed in
he Notes 1o the Annual Financial Stalements whens appiicabie.

Comection of Emors is applied retrospectively in the: period in which e emor has ocoumed in accordance with GRAP 3 requirements, except o the
exent that it is impraciical to determing the period-specic effects of the cumuiative effect of the eor. In Such cases the municipality shall restais the

opening balances of assets, liabiffes and net assets for the ariest period for which refrospective restatement i practical. Details of Comection of
Ermors are disciosad in the Motss to the Annual Financial Statements whese applcable.

1.27 Treatment of Administrafion and Overhead sxpensss

‘The costs of internal support senices are ransferred 10 the vark i o are made available.

OR Tambeo District Munucipality

[Registration numeer : DC15)
Annual Financiat for e year ended 30 Jne 2018

Accounting Policies

1.28 Confingent Assets and Contingent Lisbilites

Contingent Liatiiies represent a possible cbligation that artses from past events and whose sxistence wil be confimed only by an OCCUITENCE of MO
DCCUITENCE CF GNE OF MON: Uncertain future events not wholly within the control of the municipality. A contingent liabiity can also anise 33 a result of 3
present cbigation at arises oM pIst eVents but which is not recognisad s 3 liability eiter Decause it i not probable a1 an OURoW OF 1ES0UICES
embodying economic benefits will be required 1o settke Te ciiigation of the ameun of Te obligation Cannot be measured with sufficient relisility.

Contingent Assets represent possitie assets that arise from past events and whose existence wil be confimed only by an OCCUTENCE of MOM-
‘OCCUITENCE of O OF MORE UNCErain future events not whelly within the control of the municipality.

Contingent Assets and Contingent Liabilities are not recognised. Confingencies are disclysad in Motes o the Annual Financial Statements
120 Commitments
Commitments are fture expenditwe 1o which the municipality commitied and that will result in e outhow of resowrcas.

. Commitments are
mmmmmmuﬁmp&ﬁmﬂaiauliynrasmmemmnmsﬂmnmmﬂmm I:utanemuuneumme
A distinction i Gapital and cument:

Commitments are disclsed for:

*  Approved and contracted commitments, where e expenditure has been approved and the conract has been awanded at Te reporting
date, where disclosure is nequinsd Dy a specic standant of GRAP.

*  Approved but not yet confracted commitments, whers the expenditure Mas been approved and the contract has yet 1o be Jwaned of is
awaiting finalisation at the reporting date.

. Iiems are classified a5 commiments where e municiality commits fself % future Fansactions that will nomally result in e cutiow of
TESOuNCES..

. Coniracts that are entensd into besore the reporting date, but goods and sendices have not yet been received are disclosed in the disclosue
Notes 1o the Annual Financial Satements.

*  Other commiments for contracts that are nen-cancellabie or only cancailable at signiscant cost, should relate 1o someming other Tan the
business of the municipality.

1.30 Related parties
Indiidualts as wed as their chse famity members, andior entiies are reiated paries i one party has the abiliy, directly or indirectly, 10 control of jointy
conol the other party of exercise significant influence over the other party in making Snancial andior operating decisions. Management i reganted as

related party and comprises he Councillors, Mayor, Executfve Commines Members, Municipal Manages, Chief Financial Oficer and all other managers
reporing directty o e Municipal Manager of as designated by e Municipal Manager.

1.31 Events after reporting dats

Events afer the reporting date Tat ars classified as adjusing events have been accounted for in Me Annual Finandal Statements. The events after the
reporiing dane it are classifed as Non-adjusting Events after e Reporing Dane nave been disciosed in Notes 1o Te Annual Financial Sissments.

1.32 Comparative figurss

Cument Year Comparatives

In accordanc: Wit GRAP 1 Budgeted Amounts have been provided and forms part of T Annual Financial Sisements.
Priot Year Comparatives.

Mmmemammmsnmmﬁmsmmssm prior period comparaive amounts are reclassied. The
nature and reason for the reclassi

Budget Informaicn

The annual budget Sgures have been prepared in accordance win the GRAP standand and are consitent with the Accounting Policies adoped by the
Council for the preparation of these Anmual Financial Statements. The amounts are scheduled 3= a separate addifonal fnancial sitement, caled the
Statement of Comparison of Budget and Actual amounts. Expianatory comment is provided in the statement giving reasons for overall growth o decling
in the bucge? and maofvations Sr oVEr o UNder SpEnding on line fems. The annual budget Sgures included in Me Annual Financial SIIEMENts are &
he municipality and do not include budget inormation relating to subsidiaries of assodates. These Sgures are Tose approved by the Councll at the
beginning and during the year solowing a period of Consultation with the public 35 part of e Integrated Development Pran. The buagst is approved on
an apcrual basis by nature cassification.
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1.32 Comparative figurss (continued)
The appeoved budget covers: the period fom 1 July 2017 b 30 June 2018,
1.33 Share capital / confributed capital

A equity insTument is any contract that evidences & residual i inthe assts of i entity after deducing all of s liatilies.
1.34 Impairment of cash-generating assets

Casf-generating assets are assets Managed with the OECtive of ganerating 3 commential feum. An 3552 generaies 3 Commersial retum when it is
depicryed in 3 manner corsisient with Mat adapted by 3 Enily.

Imparmentsnbss mmenmue economic nemmsn(sa\.mep:namaofmassa over and above e sysiematic recognition of M2 loss of the assef's
through depi )

Camying amount is the amount at which an asset is recognised in the statement of nancial position after deducing amy accumulatsd depreciation and
accumuiated impaiment losses theneon.

A cash-generating unit is the smaliest identifable group of assefs managed with the abjective of generaiing a commersial retum that generates cash
irSiows from continuing use Tat are langely independent of the Cash inflows $om other assels of Groups of assels.

Costs of disposal are incremental costs dinectly atvibutable % e disposal of an asset, excluding finance costs and income tax expense.
Depreciation |Amortisation] i the systematic aliocation of the depreciable amount of an asset ovar its usssl Iz,

Fair value less costs 10 sell is e amount obiinable from the sale of an asset inan amy's length transaciion between knowledgeatie, wiling panies,
less5 the costs of disposal.

amount of an asset or  cash-genersting unit is the higher its fair valle less costs % sell and its valee in use.
Usetul life is sither:
(3] the period of fime cuer which an aszet is expacted to be used by the economic entity; or
0] the number of production or similar units expacted o be potained from the asset by the economic entity.
Criteria developed by e economic entity o distnguish cash-generating assets from non-cash-generating assets are as follow:
1.35 Bomowing costs
Bormowing costs are imerest and other expenses incumed by an entiy in connecion with the bomowing of funds.

Bormowing costs e recognised 35 an expense in Me period in which they are incumed.

OR Tambo District Munucipality

[Registration number : DC1S)
Annual Financisl for the year ended 30 June 2018
Notes to the Consolidated Annual Financial Statements
Economic entty Controiling entty
Figures in Rand 2018 07 2018 2017
2. General Imformation
OR Tambe Distict Munidpality (e municipaity) & a ol ¢ institution in Mihama, Eastem Cape Provinge, and has 5 local municipalites

under its juisdiction. The addressss of fts registared office and principal place of business are distiossd undsr “General Information” includsd in the
Ananual Financial Statements and in the introduction of the Annual Report. The principal acivities of the municipality are disciosad in the Annual Report
and are prescribed by the Municipal Finance Management Act [MEMA)L

Ntinga OR Tambe Deveiopment Agency is a municipal enfity in Mihatha, Eastem Cape Provinge. The aodvesses of its registensd ofice and principal
place of business are disciosed in e introduction and overew of Me Annual Report. The principal activities of Me entity are disciosed in the Annual
Repor.

3. Inventories
Consumabie siones 121929 20,616,192 20,236,835
\Water 135425 277,181 135,423
21354721 20,893,353 20,372,360
Imsiories are held for oW USE 3nd measured a1 the lower of the cost and curment replacement cost. i inventory Velug
WS requited.

Imvericry expemsed during the: year R40 T51 288 (2017: 22 410 725).
‘The cost of water prod uction Sor the year amounted 1o R2.02 per kilolive (20

7- 1,70 per Kilaiitre).
No invemories have been piedged 3= colateral for abiitis of e municipaiity

4. Feceivables from exchange transactions

Groas balances

Viater 424947TES  BATTE2305  AD4SMTTES 347782305
Sewerage 107,856,023 83516412 107,866,023 83516412
Otner Receivables. 155550315 155323577 154440140 158568341

689304126 90,622.554 687,253,951 590,267,058

Less: Allowancs for impairment

Wiater [378267093)  [06305381) (378,267,083
Sewerage [36367982)  (TEAS4314)  [96367552)
Otner recsivables [148353531)  [1S2799,778)  [147815743)

22588718 (as00AT) (245085

Met balance

Viater 46550555 41475524 46,680,555 41475824

Sewsrage 11,488,051 7,062,098 11,486,051 7,062,088

Other recsivables 5225654 6524159 6,524,357 6,262,235
66405410 55,062,221 64,803,123 54,820,261

Watsr

Current {0 -30 days) 10,400,577 6,715,355 6,216,365

31 - 60 days 5353957 3,713,007 3,713,007

&1-90days 3559 254 2402685 2,402,686

1 - 120 days 29,143,546 26,143,846
46,650,625 41475224 41475304
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Notes to the Consolidated Annual Finaneial Statements Notes to the Consolidated Annual Financial Statements

Economic entty Coniroiling ity Ecanomic entty Conireiling ety
Figures in Rand 018 2017 2018 2017 Figures in Rana 2018 2017 2018 2017
4 i from exchange tramsact i 4 i from sxchange i tirmed)

SEWBTags summary of detrtors by customer classification
Curtent {0 -30 days)

3 -60days Consumers
E1-90days Curent (0 -30 days) 10,092,835 10,082,553 10,092,833
&1 - 120 days 31 -60days 10473836 8,396 202 10,473,835
€1 -90 days 10,042 859 8875788 10,042 853 8875, TEE
+30 days §13,144 872 401,396 505 513,144 872 401,396,805
P 437400 428,761,628 543 754,400
mmam Less: Allowance for impaiment (527,352, 975) (420,395 950) [527,362,575)
- 60 days 16.391.422 8,365,678 16,391,422
61-90 days
- 120 days Incustriall commercial
Curent {0 -30 days) 63513818 6,513,818
31 -60days 4,779,020
€1 -90 days 3,502,754
&1 - 120 days 7531345
84,433 40 50,109,091 84,435 040
Less: Allowance for impaiment [BOS3ET01)  [(TTAE173E  (B14E3518)
3,505.339 12,947,353 2,975,522
Mational and provineial govenment
Curent {0 -30 days) 554714 5544714 5,806,523
- 60 days 3445950 3,445,050 3,650,727
61-90days 2490 269 2,480,289 2,726,558
&1 - 120 days 24073651 29,573,651 34,504 512

Less: Allowance for impaiment - - - -
35.555. 554 47,097 420 41,055,534 47,097,420

Otier

Cartent 0 -30 days)

31 -60 days

6100 days

-90 days

Less: Allowance fo impaiment (85,170.212)

1582109

Total

Curent {0 -30 days) 253910304

31 -60days 20,330,160

E1-90 days 15,983 243 17483178 17,155,885

&1 - 120 days 625,170,025 626,920,337 582,135,306
B89,393 735 B27,254 440 543,583,850

Less: Allowance for impaimment [22,388,325) [E22451317)  (588,863,688)

6405410 54,803,123 54,820,261

Less: Alowancs for impairment

Carren {0 -30 days) [13,181,350) (13,181,250

31 - 60 days [1224,783) [12,824,783)

&1-90 days [12458.282) [12,468,252)

&1 - 120 days (584,514 291) [583,576,403)

] P
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Economic entty Coniroiling entity

Figures in Rand 2018 2017 2018 2007

n i 7 : -

(622885716 [SISSS0AT) (2240828 (SISMETOT)

Reconciliation of allowance for impaimment

Balance a beginning of the year [442,040,051) (442,040,051)
Conributions bo allowance TE2TIE (161,850,430) 7 )
Dt impairment writien off agains! allveance 354,470 68,340,005

[F22585.716]  (535.560.473) (535.445,797)
5 i from changs ransact
Pregayments - Deposits 738 - -
Shor-iem loans 18,505 18,
Sunary Deors 6430275 13,172,008
Other control accounts 56315 J 56,315
Impairments [765.459) [678,654) [E78,654)

6,155,674 17,946,348 12,608,564

Shoft-4erm Loans mainly comprise temporary advances made 1 lcal municipalities which are repayable within 12 monts.

Sundry Debtors are in respect of debits ing at year-end on - 3 i into by ;e

The maricipality do2s not hold deposits or other securty #r s Receivabies. None of M Recsivables have been piedged as sacunty & the
municipalty’s financial iabiities.

The Prewision for i i exisls T due 1o the possibility that these debts will not be recovered. Loans and receivabies
'were assessed indvidualy and grouped 1gemer at e Statement of Financial Position as financial assets with similar oredit fisk characieristics and
coilecively assessed for impaiment.

In determining the recoverabilty of Recebables #om Mon-sachange Transactions, the municipalty considers any changs in the credit quality of the
Detstor from e date Gredit was initally granked up 1o the reporting date. The concentration of credit risk i limited due to the: cusiomer base being krge
and unrefated. Accordingly, the management balieve Tat Mere is no frther credit provision requined in excess of Te Provision for Impainment.

Mo Provision for impairment has been made in respect of government debt as these amounts are considersd 1 be fully recoverable.

The sollowing Loans and Recsivables are included in e total amaunt of the Provision for impaiment

Government Subsidy Claims - - - -

Sundry Detiors 539,389 765,459 78,554 675554
99,369 765,459 678,654 G766

6. WAT Receivable

VAT 132,575,556 82238804 13361555 82,238,504

Vat s payable on e receipts basis. Only once payment is received from dediors, VAT i paid over to SARS.

Mo interest is payable 1o SARS if e VAT is paid over Smecusly, but imerest for late payments is charged acoording to SARS policies. The municipality
has #nancial sk policies in place 10 ensure that payments are afscted before the due date.

7. Defemsd Tax

Deefermed fax asset 1,866,427 - - -

OR Tambo District Munucipality
[Registration number : DC1S)
Consolidated Annual Financel Statements for the year ended 30 June 2018

Notes to the Conselidated Annual Financial Statements

Economic entty Controiling ety
Figures in Rang 2018 2017 2018 2017
8. Cashand cash equivalents
Cash and cash equivalents consist of:
Cash on hand 8567 9352 - -
Bank balances S81E3T48 10527580 55486504 00,806,044
Shor-term dzposits 155482185 186,009,322 128285734 15300225

H4E54514 201, 14534 183,774,258 253,793,300

For e purposes of he Siatement of Financial Position and e Cash Fow Statement, Cash and Cash Bquivalents include Casn-onHand, Cash in
Banks and in Money Market . net of ing Bank Overdrafls

Curant Imvestment Deposits.

Shor-tem dzposits 155452135 186029322 128285734 153502256

Call Deposits are investments with a maturity period of less than 3 months and eam interest rtes warying from 5% to 7.47% [2017: £.8% 1o 8,20%) per
annum.

Deposits atriutable 1o Unspent Conditional Grants - - - -
Dieposits afvibutable o Credilors 156,462, 138 185,029,322 125,255,754 153,202 255

156,482,198 186,029,322 128,285,754 153.902.256

The municipality and entities had the following bank accounts

Account number | description Banit statement balances Cash book balances

30 June 2015 30 June 2017 30 June 2018 30 June 2018 30 June 2017 30 June 2016
ORT - First National Bank - Current 55445214 99,786,164 58233853 55458 504 99,595 144 58,334 383
Account - 539 9013 7772
Niinga - FNB - Aot Number 2,644,168 5,157,522 1142214 254,185 5,185,305 1178
62166804742 (Primary Bank Account)
Ntinga - FNE - Account Number 11,074 12220 &713 1074 12220 &713
6216680472 (Salaries Account)
Ntinga - Trading Account E2254087351 12,326) - - 5482 - -
Ntinga - Kei Fresh cument account 14,580 - - 14,540 - -
62192051656
Kegi Fresh Produce: First National Bank- - - - - 182292 253075
Cument Account
Total 58,112,670 104,955,906 S3ATHD SB1ELT4E 105275561 |nam

The municipaity does not Nave any ovendraan current accound faciities wil is banker and Merefore doEs NOt iNcur intensst on overdrawn Cument
accounts. Interest is eamed at difierent rates per annum on iavouradie bakances.

The municipality did not pledge any of its Cash and Cash Equivalents as coliateral Sor its financal iabilties.

hane beeni ed on the municipality in temms of the uilisation of fts Cash and Cash Equivalents.
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Figures in Rand

9. Property, plant and squipmant

Economic entity e
Cosl! 'V aluaton Accumulied
geprecizion an
accumulaied
mpaimmen
Land 25385 794
Furniture and fbwes 26,342 380 (155588
Transpor aszels 61,035 546 [25,0435 5
IT Equipment 6,724,940 4,543 7
Infrastnuchine 5530200 588 (24465354
Cmer propesty, pliant and equipment 154,677,143 [13,579.%
Infrastnuciune WP 27T 5010
Leased Infrastnicture 373,105 [T
Macninery and squipment 6,868,801 (4,027 &
Tokal B,534, 788,912 [2,510,744.4
43
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Figures in Rand

9. Proparty, plant and squipment | coninusd)

Economic: Ertity

Land

Furnitwe and fitures

Transport assets

IT equipment

Infrastructure

Cmer property, piant and equipment
Infrastructure ‘Wi

Leased rfasiniciune
Machinery and squipmend

Total

Reconciliaton of property, plant and equipment - Economic antity - 2018

Land

Fumiture and fxtures

Transport a=sets

IT equipment

InfrasTuCire

Cither peoperty, plant and equipment
Infrasruciare WIP

Leased Infrasiruchure

Machinery and equipment

e 2017
Cost/Valaton  Accumulsied Camying walue  Cost/Valuabion  Accumuiated Camying valke
depreciation and depregiation and
accumulated accumulaied
impainment impainment

3883917 - 3sa.T 26,865, T4 - 26,865,754

26342589 [15539,535) 10,402 751 15,423,555 [13.244,503) 12,178,635

61,035,345 [25043.554) 35,991 552 74,331,361 26,622 157) 47,708,204

6,724 840 (4643 735) 2 051 202 6,730,051 [4, 467 355) 2 352 Th2

5330205354 (2446535467 3083367822 5,088,697 507 (2307504, 798) 2,782,193.009%

NE772,172 (15,904 575 108,857 454 196,477 552 (57,634, 534) B8, 842 B48

2721576010 - 272 506010 2 364 276, 506 - 2 364 276, 206

ITE05 [3T5,053) Z3 35,105 [375,082) 23

5,555 801 4027 345) 2541 455 B,E5E, 149 [4,534,B21) 4,031,528

B, 472662064 (2503, 769.307) 5969 112757 T.TU2E36.203 (2454 45355) 5338354349

Cppening balance Audditions Disprsals  Transsersreceived  Transfers Depredation Total

25,985 704 - - 22 B85 &7 [22,885,877) - 26,965,754
12 178535 2 548 617 454 56 . [58,801) {3,779,835) 10,402,751
7,700 204 3781 45T [5.020,558] - [1,873,639) 15,604,382 35,991,962
2262 702 18251 (17,255 - [3,587) [343,425) 2,081,202
2782193009 - - 447 B53 929 - (146,519,06) 3,083 367 522
110,272,881 29,548 56T - 8,344 521 [4, 106,343 13,562,314) 140,797,312
2,354 275 506 S19.422 055 - - 452 122, 851) - 2,721, 576,010
! - - - - - 23
401, 528 972 4% [0z 248 . [520,267] {1,530,034) 2,841 456
5,340 00 582 B56. 756,005 [BE2S060)  ATHO24327 (491572395  (161,339007)  6024,044452
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9. Property, plant and squipmant {coninusd)
ReconciliaBon of proparty, plant and equipment - Econcmic entity - 2017

Cpening balance Auditions Write-offs Disposals  Transsersreceved  Tramsfers Degrediaton Tot@l

Land 26,585,704 - . . - . - 26,085, 754
Fumiture and xtures 15,511,829 2.501,785 (2.153,301) (54,773 - - (3,617, 005) 12,178,635
TrRnsport assets 3 468,325 10,457 241 (10,379,210} 4,344 057] - . [11,473,085) 47,700,204
IT equipmes 3,362,256 500,564 [431,957) (78955 19,453 [15,633] (1,383,346 2,262 702
Infrasiruciure 2751564 212 4 245 R4 - - 160,502 011 - (134,141, 458) 2 782 193,009
ither property, plant and equipment 118 481,828 1,574,460 . [301,545) - . (9,861,470 190,272,881
Infrastruciores WIP 1,744 120 588 TE0 545 829 - - - [160,502,011) - 2 364 ITEBOE
Leased Infrasiruciere 74,610 - - - - - [74,587) 3
Machinery and equipment 7,167 522 1,523,026 (1553 554) (50,751] - - 2,835,075 40H 528

4.T30.766,664 502 234 458 (14,845 057 [4.840.50F) 160,521,504 160,517, 549) (163,416,076  5,348,900,582
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Figures in Rand

9. Property, plant and squipment {con Gnusd)
Reconciliabon of property, plant and equipment - Canfolling Endity - 2018

Cipening balance Auditiones: Dispasals Trarsfers Other changes,  Depeedation Tookal
moyEments

Land 26,550 704 - - 22,885 577) - - 3,983,917
Fumiture and fxiures 12,178,535 2548817 [454 555) [59,501) - 13,779,835 10,202,731
Transport assets 47 708 204 3TE1 457 [&6,0:20,555) [1,873,659) 70,913 193,675,295 35,991,882
IT equipment 2262 702 152,51 (17 288) [3.357] - [343,476) 2,081,202
Infrasrucire 2782 193,009 2= - 7,736,754 - (138,272,571)  3,083,367,922
Other a=sets - Builings 98,842 540 26,605,215 - (9,688 913) - (6,891458)  1D8,BET 403
Infrasrucire WIP 2,354 276 806 S05, 054 A0S - [450,755,129) - - 2721 578,010
Leased Infrastruchure 23 - - - - - =3
Machinery and equipment 4,021,528 STZ A9 (102,245 [520,257) . {1,530,034) 2 841 456
5,335,354 350 B B56.13 [8.6:25.060) [48,050,559) 70,913 (157.453,0719)  5.969,112.756

Reconciliabon of property, plant and sgquipment - Confrolling Enfity - 2017

Cipening balance Auditiores: Wirile-offs Disposals  Transéersrecewed  Tramsfers Degredation Tookal

Lang 26,560,704 - . . . . - 26,860,754
Fumiture and Sxtures 15,511,929 2,501,785 (2,153,301) (54,773] . . {3,617,005) 12,178,635
Transport assets £3 458,325 10,457 241 (10,373,210} 4,344 057) - - {11,473,085) 47,706,204
IT equipment 3,362,256 500,564 (431,552) (78.255) 15 453 [15,635) {1,353, 348) 2 262,702
Infrastruciure 2731580,755 4245 284 - - 160,502 011 - (134,138,041)  2,7H2,193,005
Other =585 - Builings 105,504,068 198,580 . . 70,656 . {7,221,5685) 08,847 GG
Infrasrucire WIP 1,744,129 588 TE0,548 829 - - - [160,502,01 1) - 2 364 2T7E 206
Leased Infrastruciure 74,610 - - - - - [74,587) =3
KMachinery and equipment 7,167 g22 1,523 026 (1,553 554) (50.751) - - |2 B35,075) 4,021 528
4. 717,760,547 500 458,619 (14,548 057) [4.535.556) 160, 792160 (160,517, 549) (160,752,714) 5,338,354 350




OR Tambo District Munucipality
[Registration number : DC15)
Consoliated Annual Financil Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic enty Conroiling entty

Figures in Rang 2018 2017 208 2007

9. Property, plant and squipment {connusd)
Azaats pledged 33 security
The municipality did not pleage any of its assets as security. The municipality's obligations under Finance Leases (see Note 19) are secured by the
lessors' fitle fo the leased assets. No other assets of the municipality have been pledged as security.
p imcur jpair and maintai plant and
Expenditurs incurmad to rspair and maintzin proparty, plant and
wquipment included in Statement of Financial Performance
under Contractsd Services

Land and Baildings 1,115,123 4115731 1,116,123 411573
Infrasruciure - Sanitation 10,547,857 15,103,350 15,103,360
InfrasTuciure - Water 71079558 65,085,907 64,084,137
Other Azssts 5023252 2682990 3,008,411

7,766,535 86,985,955 86,311,639

Transsers-put ameunting 1o R437 736 754 ncluded 1o the 2018 nobe above includes R13 018 £59 Fanssered to Municipalifies.
Delayed Projects
projects Tt nitty in progress are iencing significant deiays.

‘Work-in-progress.
The municipalty has ncurred expenditure on capital projects which wers not compielzd 1 year-end. The detaiis of the camying amounts of expenditure
included in each class of assets are isted belw:

Infrasrucire; Roads

Infrasruciue: Sewerage 213,456,386 213,455,386

Infrasrucire; Water 2518,484 289 2259780247 2515454 489
Buikings 1,490,188 1594851 1420185

2.733,431,061 2.379.770,105 2733431061

10.  Infangible assets

Municipality 2018 2017
Cost/Valafion  Accumuiated  Camyingvale  Cost/Vauation  Accumulated  Camying value
amortisaton and ameetisation and
accumulated accumuizied
mpainment impaiment
———————————————————————————
Computer sofware, other 15,023,190 [10,034,185) 4,988,027 10,270,072 18,368,318) 1,901,754
Controiling ety 2018 2017
Cost/Valiafion  Accumuated  Camyingvalee Cosl/Vauaion  Accumulaled  Camying value
amortisagon and ameetisation and
accumulated accumuiaid
impainment impaiment
COMpUtEr SORWSPE, Diher 13,771,553 [8,425,773) 4,344 850 5,762,036 7,684,574) 1,087,482

Reconciliation of intangible assets - Economic entity - 2018
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Figures in Rand

10.  Intangible assets jcontinued)

Companier software, ofer

Reconciliation of intangible assats - Economic ant

Commpatzr software, ofer

asseks - ing E1

Compater software, o
Wiard biased datanase

asseks - ing E1

Compuner softaars, oher
Other information
The amortisation expense has been included in the i

Al o the municipality's Intangible Assets are neid un
‘the municipality. No res¥ictions apply to any of the Int

8.1 Significant Intangibés assets
Significant intangible Assets, that did not mest the: rec

(i) Website Costs incumed during the: last two final
municipality canniot demonstrate how its websits will g

5.2 Intangil i

The municipalty amertises all its Intangible Assets
Intangioie Assets remain unchanged #om the prewiou!

8.3 Impairment of Intangitie zssets

N impairment lxsses have Desn recognised on intan
B.4 Work-in-Progress.

The murnicipality had no capital projects for Intangitie.
8.5 Delayed Projects

N projects Tiat are currently in progress are expenien
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Economic enty Conroiling entty
Figures in Rand 2018 2007 2M8 2007
1. Investment property
Economic entity 018 2017
Cost/Vauaion  Accummiated  Camyingvale  Cosl/Vauation  Accumulated  Camying value
deprecition and depreciation and
accumulated accumuizied
impairment impairment
Investment property 2,200,000 - - 2,200,000
Controiling enitty 2018 2017
Cost/Vauation  Accummiated Camyingvalus  Cost/Valuation  Accumulated Camying vale
deprecition and depreciation and
accumulated accumulzted
mpaiment impaiment
Investment property 2200000 - 2,200,000 - 2,200,000

Estimated Fair Valus of Investment Property at 30 June
Al of the municipality's Investment Propasty is heid under freanold iterests and no Invesiment Property fiad been pledged 2< sacurity or any labiliies

of the munici here are no restrictions on the realisabiliy of Invesiment Property or the remitiance of FEVENUE and procesds of disposal. There are
o conractual obligations on Investment Property.

Impairment of Irvestment Proparty

Mo impairment lesses hawe besn recognised on Imvestment Property of Te municipality 3t he reporting date.
Work-in-Frogress

The muricipality had no capital projects for Imvestment Property which were not compleisd at year-end.
Delayed Projects

Mo projects Tiat are curently in progress ane experisncing significant delays

12.  Heritage Asssts
Economic entity 28 2017
Cost/Vauation  Accummiated  Camyingvale Cosl/Vauation  Accumulated  Camying value
impairment losses impaimment losses
Historical buiidings 225 - 247,025 50,000 - 90,000
Controiling ey 2018 2017
Cost/Vauation  Accumuiated Camyingvalus  Cost/Vauation  Accumulated Camying vale
impairment losses impaimment losses
Historical buiidings 247025 - 247025 50,000 - 90,000
jiation of heritage assets ic entity - 2018
‘Opening balance Addiions Total
Historical bulldings 90,000 157 025 247,025
Bl

OR Tambo District Munucipality
[Registration number  DC1S)
iidated Annual Financi! for the year ended 30 June 2018

Notes to the Consolidated Annual Finaneial Statements

Econamic entty Caontroiling ety
Figures in Rand 2018 2017 2018 2007
12 Heritage Asssts [continusd)
Reconciliation of heritage assets Economic entity - 2017
Opening balance Total
Hislorical buidings 50,000 50,000
Teritage assets ity - 2018
Opening balance Addiicns Total
Historical buikdings 20,000 157,025 247,025
heritage assets ity - 2017
Opening balance Total
Historical buildings 50,000 50,000

Al of the municipality's Hesfiage Assets are held under freshoid interests and no Heritage Assets nad been pledged as security for any liabiities of the
municipality. No restrictions apoiy 10 any of the Hertage Assets of he municipalty.

Impaimmentt of Heritage Asasts
Mo impaiment losses have besn recognised on Heritage Assets of the municipality at the reporting date.
Heritage Assets gnition using the i

“The: muricipality's Heritage Assets are accounted for 3coording 1o the cost modad and hesefore no £Sir value has been determined.

‘Work-in-Progress
“The municipality had no capital projects for Hertage Assets which were not completed at year-snd.
Delayed Projects

Mo projects Tt are currently in progress are experiencing significant deiays.
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Figures in Rand

13.  Biological assats

Municipality iy |
Cost/ 'Valuaton Accumulaied
depreciton and
accumulaled
mpainment
Biological assets 11,232 450
Econcmic. Entity iy |
Cost/ Valuaton Accumulaied
deprecition and
accumulaled
mpainment
Biological assets
Reconciliabion of bicdogical 2ssets - Economic enfity - 2018
Cpening Dalance Patditicns Additons througn. Disposals  Transses received Transke
tramsfer o
funictions | mergers
Trees in a planitafion forest 11,818,217 - (11,81
Shesp 1,600 - - (1,800 1,50
Catle 9,134,879 1,203,770 4 600 2,205 955 1M @13
20,954,696 1.203,770 24 600 220,558 9136479 (20,95
33
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Figures in Rand

13.  Biological assats (continwsd)

Reconciliabon of biclogical aasets - Economic snty - 2017

Cpening balance Agdditions Addifons througn Decreasesdue o Disposals  Transéers recsived Gainsof losses Degeedation Tol
transfer of rarvest | sales arising from
funictions | METQErS changes in far
vale
Trees in a plantation forest 10,103,500 - - - - - 1,714 717 - 11,818,217
Sheep 2,500 - . . . . . [1,200) 1,500
Came 5,510,045 318,000 1,450,051 (1,857,703 [313.405) 2,400 055 82,005 - 0,134,879
16,616,346 F18,000 1,450,951 {1.557.702) [F15.406) 2 409 &5 2407 622 [1.200) 20,954,656

Al o the municipality's Biological A=sets are held under freehold interests and no Bislogical Assets had been pledged as secunty for any liabiliies of the municipality. Mo resticiions apply to any of T2 Biological Assets of the
municipality.

Fruit Trees in Planta®on and Ivesiock classified a= Bearer Biclogical Assets ot camying value are maie up as follows:
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Figures in Rand

13. Biological assats (continusd)

Coniroiling Endty - Actual Count Conpoling Entity - Value

Figures in Rand 2018 207 2018 2017
Trees in Planiztien - 18,370 - 1181827
Came - 1,471 - B ITE 425
Sheep - - - .
Subtotl - 19,841 - 20,154 545
- 19,841 - 201594 645

Biearer Biological Assets ane those bisiogical assets that are used repeatsdly or confinususly for moee than one year in an agncubfioral activigy. Af 30 June 2018 ivesiock held for sale comprised 67 cafle (2047 1 471).

Ecaonomic Enfity - Actual Count Economic Endity Value

Figures in Rand 28 7 2018 2017
Caile B 1,538 11232450 1 EmM
Sheep - 1 - 1,500
Subin@l B 19,509 11232450 213473
67 1,539 11232450 2136472

Bearer Binlogical Assets are thiss bokagical as5ets Tal are used repeaiedly of COMENUOUS T ¢ More Tian one year in an agnouitural activity. Al 30 June 2017 ivesiock held sor sake comprised 67 catbe (2017: 1 538 catte and 1
snes).

Bicdogical Assets camied at Fair Value

The municinality's Biskogical Ass=ts is valued annualy at 30 June at fair walue by an independant, professionally qualified, valuaior. The valuation,
‘which conforms to imsmational Valuation Standands, i amved &t by ressrence 1o mariet evidence of fransaction phces for Smilar assets.

14. Recsivables from axchangs transactions

Corsumer debiors - Water 1,198 163 1,195,163 1,199,163 1,195,163
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Economic entty Controiling entty
Figures in Rand 2018 207 2018 207
. i fin g
The municipality does not hold deposits or any ofer security for its Lang: ] . Ho Long-tem Recefvables have been pledged as secunty

for the municipality's financial Eabifties. Long-lemm Receivabies are neither past due nor impaired a5 management Nave NG CONCERNS (ver the credit
quality of these assets.

15.  Consumer deposits

Wiater 293053 1504348 2530633 1,504,845

Consumer Deposits are paid by consumess on application for new waler comnections. The deposits are repaid when the water conneciions are
erminated. In cases wheve Consumers defaull on their accounts, the municipality can utilise e deposit as payment for the cutstanding account.

Mz interest is paid or accued on Consumer Deposis held.

16.  Provisions

Curment Portion of Postetiement Medical Aid Benefits Liabiity 296,000 175000 495,000 175000

(S22 Mote 1)

Curment Portion of Long-tem Senvice Liasility (See Note 13) 3,127,000 2,036,000 3,127,000 2035000
3,623,000 221,000 3,623,000 2211000

Thee movement in provisions are reconciled as follows:.

30 June 2015 Long-tem Senvice
Balance a1 beginming of year 2,135,000
Transfer from nen-cument 3127000
EXperiitre numed (2,035,000}

3.127.000
30 June 2017 Long-tem Senice
Balance at baginning of year 2113282
Transfer from ner-cument 2036000
Expendinre ncumed (1,073,000}
(Cwer) / Under-Frosision (1,040,252}

2036000
Empioyes banafit cost provision
A brief description of the nature of the obligation and e expected timing of any resulting outfiows of economic benefits or service potential.

An indication of Me uncerainties about the amownt of Sming of those outfiows. Where mecessary in peovide adequate momation, an ensty snal
discios the major as5umpt ing t=, 35 a0dressed T 20n 51

‘Thee amount of any expecied reimbursement, stating the amount of any asset that has been recognised for Miat expected rsmbursement.

ORTDM Draft Annual Report 2017/18
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Figurss in Rand

17.  Payabies from exchangs fransactions
Trace payables

Payments recaied in advancad

Feenions

Slaff bonuses

Staff leave

Other Creditors

VAT Accrued account

staff Bonuses accrue © the staff of the entity on an 3
reportng date.

staff Leave acoues to me staF of Me municipality on
he reporting date.

No interest is changed sor the #rst 30 days fom the dat
the various individual creditors that the municpaity o
credit Smeframe.

18.  Payabies from Non-sxchcange ransactions
Sundry Credioes

‘Salaries conirol accounts

SURUDEC - Baziya Sustinabie Villags Projsct

Mo credit perind exists for Payabies #om Non-sxch
‘putstanding amouns.

“The: municipality did not default on any payment of its C
19.  Umspent conditional grants and recsipts
Unzpant condifional gramts and recaipts comprisss
Unapent conditional grants and receipts

Eastem Cape Development Corporation
of Economic D d A

Tourism

ECOC Co-Operative Trust Fund
Department of Agricufiwre
Other Grant Providers

Prowingial and National Govemment Grants

The Unspent Conditonal Grants and Receits are inve:

See Note 28 ir e reconciiation of Grants from Gove
the conditions atached 1o all grants received to the ex
had no unspent grants.
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Economic entity Controling entity

Figures in Rand 018 7 08 a7
20.  Long-Term Liabilities
Department of Water Afairs [Dwa)
Total outstanding amount - 88,735,339 - 25,785,339

o - (Included in Tr: - (50,000,000} - (50,000,000}

- 38,795,339 - 38.795,339

Summary of Arrangements
The long term portion of the: liaility emanates from an over dus water supplisd by e Dy ‘Waater Affairs % OR Tambo District

municipality. The municipaiity and DWA reached an inarest free agreemeant for Me setiement of the outstanding debt cwer 3 pariod of 24 months. The
Current portion of R27 346 214 is included in curent liatiliies under Trade creditors.

2. Empioyes bansfit Kabilites

The amounts recognized in the statemant of financial position are as follows:

Camying value

Preszat value of the defined banedit obigation-whaily uniunded (B3412851)  (SA713851)  [E34128381)  [S0TIEESY)
Present value of the defined benedit obigation-partly of wholy [23ATAN9T)  (13323I9M)  [@IETANRN)  [13323191)
st

705050 (640050 (BI0BI0S) (64042052

Poat-ratiremant haalth care benfits liability

Cpening baiance 50,7161 50,718551 38,767,365
Contributions by plan paticpants 13,190,000 13,190,000 12,126,495
Assumed in an entiy combinason (495,000} [ 495,000) [175,000)

63412561 50718561 63412561 50,718,861

The municipalty provides certain postredfement healn care benefits by funding the medical aid confributions of qualifying refred memibers of the
municipality. According to e nuies of the Medical Ald Funds, with which e municipality is associated, a member [who i on the curent Conditions of
Senice] is enitled to remain a continued member of such medical aid fund on retirement, in which case the municipality is liabie for 3 cerntain portion of
the medical aid membership fee. The municipality operates an unfunded dedned benefit plan for these qualifying employess. No ommer post-retirement
benefits are prowided 1o these employess.

The most recent aciuarial valuations of pian assets and the presant value of the defined benefit obiigation were camed out at 30 June 2018 by
PriceiVateshouseCappers, Felow of 2 Actuarial Sccity of Soul Africa. The present vallue of the defied beneft obligation, and the related cument
senice cost and past sevice cost, were measured using the Projected Unit Credit Meod

The memibers of the Post-employment Healh Care Benefit Plan are made Up as folows:

OR Tambeo District Munucipality
[Registration number : DC15)
Consolidated Annual Financil Statements for the year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic entty Coniroiling ety

Figures in Riand 2018 007 2018 2007
21, Employes bensdit liabilities jcontinued)
In-senvice Members (Empioyees) 548 456 548 456
In-senvice Non-members (Employess) 19 529 513 529
Coninuation Members (Retirees, widowsrs and ompnans) 7 5 7 E

1174 1.000 1174 1,000
The liability in respect of past senvice has been esimated as follows:
In-senvice Members (Empioyess] 47,899,000 33,288,000 47,599,000 33,285,000
In-senice Nor-members [Empioyess) 12,602,000 9,547,000 12,502,000 9,547,000
Corinuation Members (Retrees, Wisowers and opnans) 3,408,000 1,950,000 3,408,000 1,058,000

63,909,000 50,594,000 63,902,000 50,854,000

The municinality makes monthly ibutions sor health g othe ing Medical Ald Schemes:
-Bestmad - Bonitas

- Fedneam - GEMS

- Hosmed - Keyheaith

LA Heaith - Liberty

- Medshisil - Resciution Healtn

- Samwumed

The Current-service Cost for T year ending 30 June 2018 is esimated tn be 6 568 D00, whereas Te cost for e ensuing year is estimated 1o be 9
099000 (30 June 2017: 73 001 000 and F5 555 000 respecively).

Net sxpenzs ized i L3t of financial

Current service cost 6,555,000 3,001,000 6,568,000 3,001,000

Past sanvice cost 50,893 581 38,829,581 50,893,681 38,806,681

Intesest cost 5,419,000 3,791,000 6,415,000 3,751,000

Actuarial {gains) ksses 203,000 5,389,000 203,000 5,389,000

Settiement (175,000) [127,000) [175,000) [127,000)
63,908,651 50,893,681 63,908,651 50,893,691

Hay assumptiona used

Assumplions used at the reporting date:

Discount rates used 9.00% 12.00 % 980 % 1200 %

Medical cost frend rates B30% 1n.10% B30 % 1110 %

Propartion of empioyees opting for earty refrement 150 % 081 % 1.50 % 061 %

Expectsd Retirsment ags 2018 M7

Expecisd Retrement Age - Females L] =]

Expecied Retrement Age - Males L] =]
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Figures in Rangd 2018 2017 2018 2m7
2.  Employes bensfit liabilities {continued)
The amounts grizsd in the of F i ition are as follows:
Present vale of fund obligatons 53,008,861 50,593,681 53,908 561 50,593,551
Uniunded Accrued Liability 63,908,661 50,593,681 63,908 561 50,593,561
Toktal Banafit Liability 63,908,861 50,593,681 53,908 561 50,593,681
Thia amounts grized im th of F mance ara a3 followa:
Curment senvice cost 6,568,000 6,558,000 3,001,000
Inberest cost 6,418,000 6,419,000 3,791,000
Actuarial iosses 203,000 203,000 5,399,000

13,190,000 12.191,000 13,120,000 12191000

The et of 3 1% movement in he assumed rate of health care cost infiaion is s follows:

Increase:

EfSect on e aggregate of fie cument senvice costand the interest cost 3508000 3,083,000
Effect on T defined eneft adigation 13434000 11,532,000
Decrease: - -
Efict on e aggregate of Tie cUITent senvice costand the iniesest cost (2,962,000} 2,509,000
Effect on e defined benefi adiigation [11514,000) 5,103,000

point increass pmiﬂwmm; poimriwum; point decrease

Omne
3,508,000 3,083,000
13,454,000 11,632,000
2,962,000 2,509,000
11,614,000 8,103,000

The muricipality eXpects 10 make a coniribution of R 099 000 (2017: RS 568 000) to Me Defined Senadt Flans duing the next nancial year.
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Figurss in Rang 2018 2017 2018 2017
1. Empioyes bensfit liabilities jcontinued)
Long Service Awards Lisbility
Balance 3t baginning of year 13,323,191 15,060,239 13323101 15,552,191
ConFiputions i provisk 13,478,000 (710,748} 13,475,000 (293,000}
Transfer to Cumes Provisions (3,127,000} (2,096,000} (3,127,000} (2,035,000}

23674191 13323191 23ETL91 133230

The mwuricipaiity oprates an unfundad dined banefit pian for all its empicyess. Under Mz plan, a Longsarvice Bonus Award is payabie 3fsr 5 years of
COMENUCAES SBIVICE, and eveny 5 years of continuous senvice thereafsr to 45 years, i empioyees. The provison is an esimate of Me bog-service based

o historical Staff tumover. Mo oer kng-sevice benefits are provided to employess.

The mest recent actuarial valuations of plan assets and he present value of the defined benefit obligation were camied out at 30 June 2018 by
Priceliiaternouss=Coopers, Feliow of the Actuarnial Socisty of Soum Afica. The present value of the defined benefit obligation, and the related curent

senice cost and past service cost, wene measured using the Projectsd Unit Credit Metod

Al year end, 1170 (2017 802) empicy figile for Long-senvice Awans.

‘The Curment-service Cost for T year ending 30 June 2018 is esimated to be A2 520 000, whereas Te oot for M2 ensuing year is estimated 1o be RS

209 000 (30 June 2017 R1 888 000 and F2 520 000 respecively).

The principal assumptions used for the purposes of the achuanal valuations were 25 follows:

Discount ratess used B81% B.70% a81% 870%

Expecizd Retirement Age - Females [ 63 3

Expectzd Retrement Age - Males [ 63 3

Movements in the presant valuz of the Defined Benefit Obiigation were 2= follows:

Balance 3t M2 beginning o M year 15,359,191 18,183,191 15,359,191 18,183,131

Curment senice costs 2,520,000 1,588,000 2,520,000 1,555,000

Interest cost 1,363,000 1,226,000 1,363,000 1,226,000

Benefits paid (2,036,000} (1,073,000} 21035000 (1,073,000}

Actuarial losses / gains) 5,505,000 4,885,000} 2,555,000 14,855,000}
26,801,191 15,359,191 J0ETIN 15359191

‘The amounts recognised in e Statement of Financial Posiion are as fllows:

Present walue of fund obligatons 26,801,191 15,259,191 25801,191 15,352,181

Ureanded Accrusd Liability 26,801,191 15,359,191 26801,191 15,358,191

Total Bensfit Liability 26,801,191 15,652,191 26,501,191 15652151

The amounts recogrised in e Statement of Financiall Perioemance are as folows:

Current senvice cost 2,520,000 1,588,000 2,520,000 1,555,000

Interest cost 1,363,000 1,226,000 1,363,000 1,226,000

Actuanial losses. 5,505,000 4,885,000} 2,555,000 14,855,000}
13,478,000 (1,751,000} 13,475,000 (1.751,000)

IThe history of experienced adjustments is as folows:

Present Vialue of Desined Beneft Oniigation 26,801,191 15,359,191 25501191 15,352,181

28

61
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1. Employes benefit liabilities {continued)

The effect of & 1% movement in Te assumed rate of long senice cost inflation is as follows:

InGrease:

Effect on the aggregate of the Cutment senice costand the 134,780 1,131,000 134,780 1,131,000
interest cost

Effect on the defined benefit obigaticn 1,210,000 1.210,000 1,210,000 1,210,000
Dexcraass:

Effect on the aggregate of the curment senvice cost and the (134,780} (099,000 {929,000
imerest cost

Effiect on the defined beneft obligation (1,624,000} 1,086,000 {1,086,000)
The municipaiity expects % make a contribution of 3 209 000 | 2017: R2 520 D00} to e d=ined banedt plans during the next financial year.

22 Actumulatsd surplus

The Accumiuiated Surpius consists of e foliowing Intemial Funds and Resenves:

The Accumulatsd Surpluz consists of the following Internal

Funds and Ressrves:

AGGITRIGED SUTpUS | (Deficif) QU o the resuits of Operations 5995059980 5333751982 5903100103 5288277101
Refer %0 Statement of Changes in Net Assets for moee detail and the movement on ACCumulaied Suphs.

23, Service charges

Sale of water 182,034 409 164,031,225 182,034,409 164,031,226
Sewsrage and saniadon charges 45234972 42,751,113 45,234,972 42,751,119

230,269,351 206,822 345 230,269,351 206822345

The amounts disciosed abowe for revenue #om changes are in respect of senvices rendersd which are billed 1o the CONSUMETS on @ MoNTy basis
according to approved tariffs.

24, Rental of facilities and equipment

Pramisss
Venue hire 89,795 a2 m 89,795 35,118

FRental revenue eamed on Faciities and Equipment is i respect of non-fnancial rented out.

25 Interest Earmed

Bank Accounts 6495 873 11,452 337 6,455 873 11,442 739
Invesments 45958 250 28,011,302 43656211 24,957 650

2465123 38,503,632 50,192,084 35,400,429

Inbereat reven:
Quisianding Siling Debtors RN 45,914 379 36,8521 45,914,379

82417254 85418018 87,144,255 83,314,308

OR Tambo District Munucipality
[Registration number - DC1S)
Annual Financal for the year ended 30 June 2018
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Economic entty Controiling entty
Figures in Rand 2018 2017 2018 2017
26.  Operafional revenus
Sundry Income: 151,528,164 134176319 135,524 099 130,502 542

The amounts disciosed above for OTier Revenus are in respect of senvices, other than descrioed in Motes 21 to 27, rendered which are biled to or paid
for by the users as e services are requined acconding b approved tars.

27, Other gains gaina on continued opsrations

Gains in fair vake of boiogical assets 4 255555 - 2,614,672
28.  Income from agency servicea
Commissicn 407,060 77,383 5,559
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Figures in Rang 2018 017 2018 2017
Ope_laﬁug orants
Enquitable zhare 728170000  GEBS03000  TIBATO0M0 663,308,000
Other Subsidis. 505, 1,509,382 - 391532
Eastem Cape Development Corperation Grant - 425,330 - -
Degartment of Economic Development and Envionmental Asairs - 83452 - -
Eastem Cap= D Co-Opy - 743,155 - -

T2E6TESTT 672,069,329 728,170,000 663,654,532
Conditional grants
Natonak EPWR 3,174,563 3,174,663
Natonal: FMG: 1,710,000 1,710,000
Natonal: MIG 353,855 479 353 855,479
National: Municipal Water Infrastructure grant 96,763,259 96,763,255

National: Depariment of Roads and Transport - 2587480 -
Naonal: REIG IMMEINT WITTOSE  I00MEAN
756,519,502 984,927,613 756,519,502

1713604190 1428588831 1713097613 1426114034

Equitable Share

In terms of the Conssitution, Tis grant is ussd 1o subsidise the provision of Basic s2Nvices to Me COMMUNITES in the disrict. All wWater SUpDly CusiomErs
receive 3 monthly aliocation of free water. This transiates into 3 subsidy of R38.43 (2017 R36.24) per mont towards M CONSUMET SCCOUN, Which
subsidy i dtermined annualy by council. Furfienmons, the municipality carts water 10 the wban and rurl areas in e disict as pan of senvice
defivery. Mo funds Nave been withheld.

Nationa: EPW? Grant

Cuentyear recaipts 451,000 3213000 4,811,000 3,213,000
Conitions met - Iransferred o revenus: Operating sxpenses 4,811,000 3,174,653 4,811,000) [3,174,669)
Ofher agusiments | Refunds - [38,557) - [38,337)

Congitions stil to be met - remain aifties (se= note 19).

Expandsd Pusiic Works Programime Grants was allocated 1o he municipalty for he emiremental and water infrastruciure projects. No funds have been
‘withhekd.

National: FMG Funds

Cuentyear recaipts 2,045,000 1,710,000 2,045,000
ons met - Iranshermed o revens [2.042,055) 1,710,000 [2.042.055)
Cner (293 - [255) -

Conditiores still 1o be met - remain Eabilties (see note 19).

The Financisl Management Grant is paid by e Natienal Treasury to munici pi the financial TEs0nmss requined by the
Municipal Finance Managment Act (MFWR), 2003. No funds have been withhekd..

National: MIG Funds

Cumeniyear recins 645218000 515099000  E4521B000 515,099,000

OR Tambo District Munucipality
[Registration number - DC15)
Financal for the year ended 30 June 2018
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Econamic entty Conireiling ety
Figures in Fiand 08 2017 2018 2007

Conditions met - transfemed o revenus (58 040 554 [44,549 144
Conditions met - ransferned bo revenue: Capital expenses [B05,127382)  [403,181517)
Other agustments | Refunds [F2M973)  [70,958239)

Conditions stil o be met - remain kabilties (se= note 19).

The Municipal Infrastrucire Gramt [MKE) was allocated for the construction of water and sanintaion NRUSYUCKPE WHSME Dreviously there Were was no
inirasturciure in onder 1o provide For waer as Dasic need. No funds have been wilhied..

In terms of MEMA circular No 43 all conditienal alocations (exciunding itenest eamed Tieron) that at year-end are nof utiised, must revert back 1o the
National Fevenue Fund unless Se relevent recieving officer can prove B the safisfaction of the Mational Treasury that e unspent allocation is
commited 8 identifiatie peojects.

Atotal of amount of R90 millicn was witineld due 1 under spending

NatSonal: MSIG Funds

Congiions stil 1o be met - remain Eabilties (se= note 19).

‘The: Maricipal Systems improvement Grant is aliocated to municigaitizs 10 assist in building in-house capacity % pasform their unctions and to improve
and stabiise municpal systems. No funds have been withheld.

‘Water Services Infrastructure Grant (WSIG)

CuTenhyear et
Conditions met revenue

- ransfemed
Other adustments / Refunds

Congifions stil 1o be met - remain Eabilties (se= note 19).

This grant was received 5o the building i 2 of watter and sanitaton i i the district. No-funds have been witined.

National: Department Roads and Tranaport

CuTentyear receipts 2951000 2603000 2,091,000 2,609,000
Conditions me - ransfemed o revenus [2,382.978) [2,338,055) [2,562,978) [2,338,066)
Other (348,022) [354,934) [348,022) [354,934)

Congifions stil 1o be met - remain Eabilties (se= note 19).
This grant was allocabed bo assist the: municipality to set up a raral roads asset management sysiem. No funds have been withheld.

NafSonal: Regional Buk Infrastructure Grant (RBIG)

Balance unspent at beginning of year - - - -
CATEyear MECEipts 307500000 M31E3000 343,183,000
Congitions mes - ransfemed bo revenue [35,674) - -
Canditions met - iransfermed to revenue: Capial expenses [E93770501)  [301,016,101) (301,076,101)
Other adjustments | Refunds [33,652.523) [42,165,599) (42,186,859)
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Economic entty

Contralling ety

Congifions stil 1o be met - remain Eabilties (se= note 19).
‘This grant was: received sor the building and maintenance of watsr and sanitadion infrastnucture in the district. Mo funds Rave been witheid.

Niinga Development Agency: Provincial Grants

07

2018

2017

Medical ai - company contributions

Trawel, motr car, accommodation, subsistenca and other

Honssing benefits and allowances

Conviputions: Group Life Insurance
expense

16,833,855
3,590,208
33973074
11409294
1479915

14,644,519

20,046,125

511,372,184

Balance unspent at beginning of year - - 43824 43,824
Conditions met - ransfemed o revenue - - [43,824)

. . . e
Congiions stil 1o be met - remain Eabilties (se= note 19).
Prowide explanations of conditions stil i be met and cther relevant nsomation.
Ntinga Development Agency: OR Tambo District
Balance unzpant at baginning of year - - 300,345
Conditions met - ransfemed b revenue - - |46,565,607)
Conditions 5til 1o be met - remain Eabilties (522 note 19).
Prowide explanations of conditions stil i be met and cther relevant nsomation.
Ntinga Development Agency: Other Grant and Subsidy Providers
Balance unspent af begnning of year - - 158,733 158,733
Conditions met - ransfemed o revenue - - [506,910)

- - 160,257 138,733

REMUNERATION OF SECTION 57 EMPLOYEES:

Remuneration of municipal manager

585
Corrinutions b UIF, Saiga, Group e and SOL
eits

Conditions 5til 1o be met - remain Eabilties (522 note 19).

Prowide explanations of conaitions stil fo be met and other relevant insomation.
30. Public confributions and donaticns

Conditions 5l o be met - remain Eabilties (522 note 19)

Prowide explanations of conditions stil 1 be met and cther relevant nsormation

Remuneration of the Chisf Exscutive Officer - Ntinga

Confriputions to UIF, Saiga, Group ife and SOL
efits

Remuneration of Chisf Financs Officar

1,085,044 1,180,633 1,085,044
185,531 210,353 188531
89,435 50,280 8,435
55915 53,153 58,918
715205 21,89 5208
49378 18,000 49378
240,000 240,000 240,000
3,580 - 3,680
1,528,291 2,013,974 1.928.291
1,120,515 - -
105,131 - -
41780 - -
B4,485 - -
147,366 - -
7,500,247 - -
1,083,088 1,083,088
485,057 488,067
61230 61,230
37.268 7,268
1679653 1,679,653
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31.  Employes related costs jcontinued)
Remuneration of the Chisf Financial Officer - Minga
Basic Sakary 941,906 934,309 - -
Travel Alloaance 112,682 112,341 - -
Caliphons Aowance: 37,009 44,218 - -
Bonuses 71,301 53,280 - -
Coniributions o LIF, Salga, Group ke and SOL 10,134 124,044 - -
1,273,062 1.284,992 - -
Remuneration of directors: Chisf of staff
Annual Remuneration 1,121,598 1,035,093 1,121,688 1,095,083
(= T 195 459 7,58 196,460
Bonuses w200 85258 92020 86,258
Contriputions to LIF, Saiga, Group ife and SOL 49,085 WA 49,085 46
ther allowances and benefis - 2 - 37,253
Housing Subsidy 120,000 120,000 120,000 120,000
170287 1.511.489 1,700,297 1,511,489
Remuneration of direchor: Conmunity and Social Affaira
Annual Remuneration 129 216 1,184 431 1,231,216
Car Allowance 25 245 854
Bonuses 10,756 101,435
Contributions to LIF, Saiga, Group ke and SOL 51579 55552
Leave Benedfts 2R 55 nAn
Other Allowances £ - -
1561615 1,624,574 1,624,874
Remuneration of the director: Human Resources.
Annual Remuneraton 1323 354 1,262,304 1,323,554
Car Allowance - T. -
Contriputions to LIF, Sakga, Group ife and SOU 48,102 51,203 48,102
Caliphone Aiowance: - 6501 -
Leave Benefits 214304 - 4304 -
1,585 960 1,327,852 1,585,960 1,327,892
Remuneration of the director: Human Sstiemant
Annuzl Remuneration 545,125 - -
Car Allowance 137 054 - -
Contributions to LIF, Medical and Pension Funds 225 - -
Other =) - -
T06050 - -

‘The Director for Human Setement was appointed during Te current financial year..

fths dirsctor: Office of hs Exscut
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3. Empiloyes related costs (continued)
Annual Remuneration 1202034 1,043,550 1,202,054 1,043,560
Car Alowance 120,000 120,000 120,000 120,000
Bonusas A6t - 02454 -
Conriutions o UIF, Saiga, Group e ang SDU 4TEM ATEM 47383
C2Iphane Alowance - - 37,944
Leanve Benefits IMITE - 4,375 -
1.796.507 1,245 887 1,796,507 1,245,887
Remwuriration of the diractor: Rural and Economic Developmant
Annual REmunesation 1411766 1,353,652 1,411,765 1,353,652
Car Allowance 120,509 124,535 150,609 124,585
Bonuses 19,400 105,525 115,400 105,525
Confrinutions to UIF, Saiga, Group ife and SOL 5021 53,565 55,021 59,668
Caliphone Allowance - 26,274 26,274
Leave Benefits - 415,155 -
Other Allowancss. 3214 5,658 31
1672925 2,197,638 1.672.928
Remwurration of the dirsctor: Internal Audit
Annual Remuneration 701,625 853513 701,625 898,513
Car Allowance: 153420 301,531 183,420 g
Conriutions o UIF, Saiga, Group e ang SDU 30932 47216 0,032 47216
CaIphane Alowance - 22455 - 22455
Leanve Benefits 102,053 - 109,083 -
Other Allowances - 805 - 805
1035040 1.270.920 1,035,040 1270920
Remuniaration of the director: Speakers Office | Lagisiaturs
Annual REmunesation 1,080,302 990,567 1,060,302 990,567
Car Aowance: 150,000 223295 180,000 223,203
Bonuses s1,7R 83252 81,732 83,252
Confrinutions to UIF, Saiga, Group e and SOL 43245 48,568 43,246 48,568
1,365,250 1,345,650 1,365,250 1,345,680
Remmuneration of the director: Technical Services
Annual Remunesation - 491,455 - 491 485
Car Aowance - 72571 - 72,371
Bonuses - TAA53 - 74,453
Coriributions bo UIF, Salga, Group Fe and SDOL - 25557 - 25,657
Leae bensfts - 50,342 - 50,542
Caiiphone Alowance - 13,769 - 13,769
Hausing Subsidy - 31,200 - 3,200
Frovident Fund - 1,000 - 1,000
- 820,857 - 820,857

“The: position for Direcior: Technical Senices was vacant throughout the curent fnancial year.

Remureration of the director: Water Sarvices
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3. Employes related costs [continued)
Annual Remuneration 1,116,214 103570 1116214 103670
Conviputions to LF, Saiga, Group ife and SDL 45583 4338 558 4330
Caliphone ARCwance: 16,000 21682 16,000 2,162
Housing Subsidy T4 542 - 74542 -
Provident Fund 81,600 - 81,600 -
Medical Aid 35,088 - 35,098 -
1368137 1an 1369137 101N
Remuneration of the Chief of staff: Legistature
Annual Remuneration 1323558 250,335 1,323,554 250,356
Car Allowancz 2198 - - -
Conviputions to LF, Saiga, Group ife and SDL 45254 10215 - 10,215
1391817 260,611 1,323,554 260,611
Remunsration of the director: Municipal Managera Offics
Annual Remuneraton 1265477 1,114,041 1265477 1,114,041
Car AROWance: 94,825 65,120 946825 66,610
Convibutions o LIF, Saga, Group e and SOL 43,181 45452 43,181 45,462
Other Allwances - 630 - 650
1,403 453 1,273 1,403,483 1,227,903
Remunsration of the Senior Manager Water Servicss - Minga
Basic Salary 705,263 - -
Travel Allosance 92 996 - -
Caliphone Alowance 15144 - -
Bonuses 3226 - -
Coniputions to LAIF, Saiga, Group ife ang SDL 67,505 - -
15134 - -
of the Corp i - Ninga
Basic Sakary 792,920 704,002 - -
Travel Allosance 110,797 85,936 - -
Caiiphone Aowance 10,068 10523 - -
Bonuses 28,009 - -
Coniriputions o LIF, Salga, Group e and SOL 59,508 - -

1,011,483

Ramuneration of the Ssnior Manager Trading Enterprises - Nfinga

Basic Salary 533560 - -
Travel Allowance 92,136 - -
Caiiphane Aowarke 30,139 - -
Bonuses wam - -
Contriputions to UIF, Saiga, Group e and S0L 75,129 - -

25120 - -

OR Tambo District Munucipality
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Notes to the Consolidated Annual Financial Statements

Economic entity Controliing entity
Figures in Rang 2018 L 018 E
3.  Employss related costs jcontinued)
Staff Leave Benefits
Municipal Manages 221,489 215,205 221,489 215205
Chied Financal Oicer 53473 - 534735 -
Director: Comimunity and Socal Afairs 232653 - 232,553 -
Director; Imemal Audit 109,063 - 109,063 -
Direcior; Cce of the Exscuive Mayor 334375 - 334375 -
Dinector: Rural and Economic Development 215158 - 215,155 -
Director: Technical Services - 50,342 - 20,342
1,947 481 306,147 1,347 481 306,147

32 Remuneration of councillors and board members
Executive Mayor 987,510 52731
Deputy Executive Mayor 790,538 T2
Maryoral Committee Memibers TAHT 5387504
‘Speaier 7 810,538
Coungilors 835,993 812987
Board Members 1,726,108 1,002,591
Tragitional Leaers 653,338 -

20.304.599 17742620
In-kind bengfits

The Councilors ocoupying e posiion of Executive Mayor, Speaier and Mayoral Commitize Members of the municipality serve in a fulktime capacity.
Each of these Counciliors are provided 'with office accommodation and secetarial suppont at the expense of Te municipality in order to enable hem 1o

persorm their official duties.

The Chaimman and all Board Members are parttime. In ceder 1 enable them io carmy out their responsibiiies eSiciently and efiecively, hey are

provided with comgener equipment with data bundies.

‘The Executive Mayor is entited %o stay at the mayoral residence owned Dy the Councl at less tham manket related rate. The Execuiive Mayor has use of

a Council owned venicle for official duties.

The Mayor has one il-ime bodyguand and 3 sukime driver.
33.  Depreciation and amorisation

Froperty, plant and equipment

rangible assets

M. Impairment losses

Dentimpaiment

161,339,007
1202344

163416075 157493018 1BO7SRTI4
1,039,584 1732199 1011643

163.241.351

164,455,907 15922517 161,764,357

;|ursz

147z 05 88,730,330 146,534 160
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35 Financs Costs
Employes benefit oligation: interest Cost 7,752,000
Other intenest pad 1,358,975
9.151.978
Finance chang the intersst paik edUe SCCouts, mainky King Sabata Dalindyebo Municipality, Eskom and Telom.

vister 44257 284 42406 349 44,257,284 42,406,948

Bulk Purchiases are the cost of commodities not generated by Te municpality, which e municipality distributes in the mumicipal area for resale 10 the
COPSUMErS. Wiater & purchased from Te Department of Water Afiairs.

37, Coniracied servicss

Prosessional Senvices 38,302,579 36,912,672 16,560,368
Outsourcad Sanices 95,949.991 94,863,838 43,801,350
Conacies 154090971 1SZESTA30 108223384

22930841 P4ITI0 1SS

38.  Transfers and subsidiss

Grants paid to ME's
Ninga Dewelopment Agency - 14,304 405 £2,382 650 54,471,540
Transfers to Municipies - 3374297 - 3,374,227
- 17,698,630 89,392,650 57,796,167
Other subsidies
Community projects 7,775,044 1, 5 13,714,825
Fres Basic Senices 7 52602 351 5,801,107 52,602 361
Local Municipaities 13,584 055 16,530 558 13,584,058 16,538,658
Social Aid 25219,702 17,414,183 25,219,702 17,414,183
5,830,681 4400247 TE 151,841 100,361,028

65,530,681 MN2Z19877 165,544,591 158,157,195

Community Projects are in respect of community culbwral programs, low cost housing and catefing & Yansport cost within the municipality's area of
Jurtsdicgon.

F ic Seqvices 8 in TEspect of assisEnce 1o jding basic SeIvice Ieves 1o indgent
Local icipaliti in respect of assistance o municipalities in the distri ‘comtrol of the municipality.
Municipal Entifies are in respect of assi vities under control of the municipality o enabie the enfties bo fufil far mandates.

OR Tambo District Munucipality
[Fsgistration number : DC1S)
Annual Financial for me year ended 30 June 2018

Notes to the Consolidated Annual Financial Statements

Economic entity Controliing entity
Figures in Rand 28 207 208 7
3. Invenbory Consumed
General siores 0,076,718 3,240,095 9.976,719 3.249,095
Water 23,757 450 19,338,526 23757 250 18,338,926
Abatioir 5,051,620 2,051,008 - -
Fam imgiements 2,768,014 3,305,104

41,553,803 26,844,223 33734169 2258801

40.  Operabional coats

Averising, Pusiicty and Marketing 8000391 10,030,114

Extemial Audit Fees 9,780,293 48619
Bank charges, Faciity and Cand es 512445 456,805
Animal vacination - -
(Capex expenditure coninol - 1,516,712)
Cleaning - -
Assets less than capital Treshold -
Water and electricity 4337850 43,080,387
Entertainment 60,735 308,550
Expenxiiture incurmed on conditional grants 59,210,845 91,450,315 40,257,685
Famm operations - - TTZE40
et sl 11,458,455 0,395,012 £932,857
Hire charges 35,585,944 34,847,010 38,352,005
Extermal computsr senices 454996
FEuranE 3412348
Eargaing counci 44 ATO
Licence Fees 1,247 326
Meuricipal Services - Assessment rates -
Other General Expenses 10515

L 129303
Courier and delivery senice 132221
Frinting, publications and books 1527,

Unifoem and proective clothing
‘Staff Development and Wellness -

K ! ip ang ipt 189,841 Y
Communication 2277599 8812728 9,565,433
Leamership and Intemehips 5,206,658 5891395 7,271,805
Traveling and Subsistence 54,783,553 63,003,530 62,410,832
Registraton fees 4559333 4,565,130 516,200
\Werkmen's Compensation Fund - - 3,000,000

2R EATOT 293,076.265 247,551,385
Material bosses
Ditribution losses
'Water losses - 22516450 - 22515450

Nz other sxtra-ordinary Sxpenses were incursd.
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41, Revenus
(Other Gains on continued operations: 4285 693 2547922 - 2,614,672
Service charges 230,268,351 206822345 206,822 345
Rental of facifties and equipment 735 E2231 EERELY
Interest eamed BOAIT. 204 BE 418018 7144255 B3 314808
Other revenme 151828164 13176919 138924099 130,002,542
GOVETITEN Grants & SUbsiies 1713504190 142004949 1713007613 1426214084
Income fom gency senvices 77,383 407,060 77,383 65,599
2,189,571.200 1860243624 270,602,526  1,649968,118
The amount included in revenus arising from sxchangss of
Quods of Sevices ars as follows:
Other Gains on Continusd i 2547822 - 2614672
Service charges 206,822 345 206,822 345
Rental of éaciities and equipment 822311 #1118
Intesest eamed 86,418015 83,314,508
Other revene 151,528,164 134,176,919 130,902 542
475520327 430,787.515 ASTAZTS30  A23589.485
The amount included in revenus arising from non-sxchange
transactions is as follows:
Govermment grants & subsidies 1713504100 1420040049  17TIS007E13 1426214084
Incame from AgEncy Senices 77 407,050 7738 5,500
1TIREHLSTS 1429456108 1TI3T4996 1426279633
42, Auditors’ remuneration
Feas 11,473,569 10,224,145 5,780,293 8,048,619
A detailed analysis of audit ises is distosed under ot 54
4. Financial instruments disclogurs
GCategories of financial instruments
Economic entity - 2018
Financial asssts
Ao value T
Receivanies from Exchange transactions - Gther Loans - 1,198,163
Receivabies from Exchange - Sewerage - 11,498,081
Receivaties from Exchange - Water - 45,680,605
FReceivaties Other - 8,226,684
Receivabies fiom Nor-Exchange - Short-1rm Loans - 2,500
Receivaties from Mor-EXChange - Sundry depiors. - 16,691,742
Cash and cash equivalents - Call deposits - 482, 156,482,158
CxEh and cash equivalents - Bank Baiances - 58,163,748 58,163,748
Cash and cash equivalents - Cash Fioats and Advances. 8,367 - 8,567
8567 298,544,762 298,953,329

OR Tambe District Munucipality
[Registration number : DC15)

Annual Financal for the year ended 30 June 2018
Notes to the Consolidated Annual Financial Statements
Economic ensty Controiling entty
Figures in Rang 2018 2017 2018 2017

43, Financial instruments disclosure (confinued)

Financial liabilifes

At amortised cost Total
Payabies from exchange transactions - Trade Crediors 250,399,859 250,399,889
Payabies from exchange transactions - Retentions 2,136,952 136,952
Fayaties from exchange transactions - Omer Crediors 1,684,917 1,654,917

MIINTH 27321758

44, Other Gains and lossss

Gains in fair value of bidiogical assets 4,285,693 2547922 - 251455
Levssa in fair valus of bisiogical assets 4,841,351} (205,500} - (136,500}
155,658} 2342422 - 24TEAE

Gains and Losses in Fair Value of Bioiogical Assets are atiributable 1o continuing operations.

45 Relatod Party Transactions

Al Related Party Transactions are conducied at am's length, uniess stated otheraise.

Intersat of Relatsd Parties

Nix Fislated Party Intenests have been idsniiieditectared for he two financial years under revisw.
O R Tamb Ntinga Deveiopment Agency is wholly coniroiled by e municipality.

O R Tambeo Mtinga Development Agency i utiising fee offices provided by the municipalty.

Loans grantsd by Related Partiss

In temns of e MFMA, e municpality may not grant lsans 10 its Counciliors, Manag: Staff and Public with effect from 1 July 2004. Loans,

{ogether with e conditions thereof, o this date Moz 12 1o the Annual Financial Statements.
Compsnsation of Redated Parties

ion of KEY Personnel and dllors s et out in Notes 30, 31 Statement of Remuneration of Management, 10 Te Annual
Finangial Statements. The names and positions of key managment personnel are as follows:
Controlling Entity
Hiazo .M. Mericipal

Moo M. Chisf Financial Oicer

Matomela B. Direcior: Municipal Manager's Officer
Dunywa P.A X Director: Rural Economic Development Programe
Mnyanda H. Direclor: Human Seftlemsent

Matzidzela . Direcior: Community and Social Sendces
Mbatane N. Direglor: Ofice of the: Exscutive Mayor
Welem A Direcion: Waiter and Sanitation Services

Tseane T. Direcior: Legisiature

Mphaioo F. Dinector: Human Resources

Nogwarnya 5. Chief of Staff - Office of e Executive Mayor
Sotshete K. Direciorimemal Audit (Resigned)

Sondaba M. Chief of Staff - Lagisiatre:
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Controlied Entity

Nikosi MA. Chief Executive Oficer

Mbiso L Chied Financial Oficer

Kanie Z. Serior Manager Water Senices

Miko V. Conporate Senvice Manager

Makupuia L. Senior Manager Trading Emerprises

Purchasss from Related Parties

The muricipality did not buy goods from amy cempanies which can be considersd 10 be Relaed Parties.

Grants paid by the Muricipality:

The amounts beiow include 3 grant that e municipality pays to Minga Development Agency for operations at Adam Kok Famms. Farm Assets belong 1o
the municy and the enfity & only itve sor operations.

Ninga OR. Tambo Devekopment Agency - 14,324,403 59322550 54,421,940

46, Commitments
Authorised capital sxpanditure

Adready contracted for but not provided for

*  Investments in controiled entiies 4DSGA2965  16526455¢  ADGGEZOES 1ES268554

Mot yet ard authorised by ing officer
*  Invesiments in controfled entifes - - -

Totzl capital commi

mitmants
Already conracied for bt not provided & 408,562,965 165265554 406662568 165,268,554

Total commitments

Total commitments

Authorsed capial expendinure 4DSGA2965  16526455¢  ADGGEZOES 1ES268554

‘This committed expenditure relates to Infrastructure and wil be financed fom Govemment grants.

OR Tambo District Munucipality
[Registration number : DC15)
Annual Financial for the year ended 30 June 2018

Notes to the Conselidated Annual Financial Statements

Econamic entty

Controlling ety

Figures in Rang 2018 2017

2018

2017

47, Confingenciea

MUNICIPALITY

(i} Cimims for Services Rendered:

Caiims in e of senvices ged against -
the mricigaity. A matter for the removal of e Sewes pand

F400 000 and RE0C 000 relaing to demand fr ScEss 0 a
refiable suppily of suSicient pothole waler.

1,000,000

[ii} Failwre: to honour a Cession Agreement:

Ciaims relating 10 breach of cession agreement. The -
muricipality & comesting the claim based on legal advice. The
ouicome of the case is stil uncertain.

600,000

203507

(i) Claim for Payments to Unaumorised ACCouns:

Ciaims have bean lodged for making payments 1o unauthonised -
accounts. The municipality iscontesting the ciaims. The
ouicome of the cases are sill uncertain,

545,280

[iv) Labour Cases:

Labour ciaims have been instiuied against the municipality and -
are being conlested. the cuicome of & still uncertsin.

8,705,503

[vi} Claim for Damages Suffered:

o -
Ciaim for damage suffered due 1o non-payment -
Ciaim for damiage suSred due o loss of Iz -

2019025
3,350,000

35.369.025

NTINGA DEVELOPMIENT AGENCY

Man Truck & Bus (Pty) Li; The Entity is 3 Second defendant on -
3 miatier ivoiving a colision betwesn a truck and a cow at

Adam Kok Farms.

CE Du Piessis and 2 other vs OR. Tambo District Municipality. -
Desendent is OR Tambo District Municpality and Ninga is
sepond respondent. Plaingfs aleges that their respeciive
properties were damaged by fires which came fom Adam Kok

Famms gwned by ORTOM and managed by Mtinga. The matier

s being desendad by e municipalty.

Zandisile Kanise vs OR Tamibo District Municipality. Desendent -
is (R Tambo District Municipaiity and Ntinga i the second

respondent. Mr. ZL. Kanise is empicyed by Ntinga. As per

request of CRTDM he was seconded at ORTOM, Exscutive

Mayor Office without any documentsson. It is alleged that he

acted as a Policy Analyst on secondment from Mtinga.

218254

1,781,524

2,000,000
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&7, confingencies (continusd) 5. Prior period arors (confinusd)
Benziie Munala vs Kei Fresh Produce Market Incorporated to - - 500,000 -
Ninga on 1 July 2017). The matier is between Kei Fresh Finance costs wese adjustsd by 3 okl amount of R 768 153 n-amg Interest cost on Fost emplyes bensiis of R 5 027 085 and inerest on late
Produce Markst and its formes employee. B happened before payments of i1 741 107 previously inchuded under Cperations Costs
the mark=1 was ransfemed o Ntinga by he municipalty. The . .
maner refates o an alieged urdalr Bbout pracice. 49, Prior-year adjesiments
Knholeka Joni vz Kei Fresh Froducs Market [Incomperated 1o - - 1,000,000 - . - S _
Iénga on 1 July 2017). The matter is between Kei Fresh Presentad below are Mose ftams contained in both statement of financial position and the statement of fivancial performance Tt have been affecied by
Produce Markst and its former empioyee. i happened befre: prior-year adjustments:
the mark=1 was Yansfemed o Ntinga by e municipalty. The .
maner relates 1o an alieged wriar Bhour practice. MSCOA Implementation

- - SA.TTR - ‘The implementation of Municipal Standard Chart of Accounts [MSCOA) in 1 July 2017 introduced new changes in the ciassificaion of expenditure and

assets resuling in reclassification of comparative Sgures for certain nes iems in both the face: and notes to annusal financial siaements. The effects of
- - 51,721,586 1440757 he reclassifcation are a3 follows:
Statement of financial position

48, Prior period semors

Agcounts Recaivabées from Exchangs ransactions
ACCOUNIS receiyables #om eXchangs Fansacions and Impairment by the same amount were festated due D 0e10Fs Tial were Noomecly overcharged.
Conditional Grant Revenus recognised

Controdling snfy - 2018

oz Bs previously  Comecion oferror Restaied

-Conditional grant revenue was adusied down by R0 000 000 which is T amount that was witheld but the municipality used its cwn funding and from Non-exchange i 12 158,687 449 57T 12,608,554
TECOgnized fevenue. Proparty, Piant and Equipment 5,360,762,000 5,353,999, 287
. o - . B Cash and Cash Equivaients m.&ZZaW 253,798,300
Fievenue recognised from Conditional grant exenditure was restated by RT 057 313 being payments it were duplicabed resufing in overstament of Fayabies from Non-2xchange Transacians [5.115.415)
ure. . VAT Recsivable 1,143 913] 82238 504
Condiional Grant sxpenditrs. ) o ) o _ ) ACCULtEd SUpUs 7 B34 [5,320.738,899)
Congitional grant expenditure was adjusted down by R90 000 000 which is expanditure incumed on capital projects affecisd by the MIG grant Witk Payabies from exchange ransactions 371 620585) 7.669.204) 75.288.75%)
Congitional grant was adjusted down by R7 037 314 which is dupplicated capital projects expenditune. - (.566.568)
apital Commitments
‘Thee total amaount for commitments has been restated fom R1 006 154 737 to R165 268 553 due to overstatement in the prior year. Statsment of finanical performancs

Controdling snfy - 2018

Payabies from Exchangs ransaciions were adjusted by RY 683 204 being prior year unneconded iabiities.

VAT A : Mtz As previously  Cofrection of emor Re-

VAT recaivatie was adjusted by R1 143 913 being VAT on prior year unrecordsd liabiities and VAT on duppicat=d payment.. Conraciad Senices 44 831711 239,505 mﬂg@%
¥

: - - - Repairs and Mantenance: 25,430,825 - [85,490,925)

Sundry Grediiors were resiied by R15 535 198 being infastacaure Gredilors incorrecty accued for. Transfers ang Subsidies 149,404 529 575256

Juitar re ) ) Operzional Costs HODSE  (RSHAS) (L1605

The imeguiar expendiure for the prioe year was festated from R2 630 184 542 to R2 957 800 035 due to understaiement of priof year figure. ey — 5906270 193 R

. . Employes Costs 411,062,457 974,500

from nge Govermment grants and subsidies received (1,523.251,348) N

. ) . . } . Inventory Consumed - 22410725

Recefvabies flom Nof-EACange ¥ansactions were adjusted by R449 &77 Deing debit Mat were sToneously MCuded under Payamies fom Actuarial Gans | [Lossas) - -

Nonexchangs fransacions. Interest eamed - Extemal Ivestments (35,422 f25) -

Inberest samed - Extemal Investments: (oaficit) Surplus for the year (451,584,460 -

Prior year interest eamed was adjusted by R24 200 being imenest for intenest for 2017718 that was recondsd in 201617 50.  Comparative figurss

Cash and Cash Equi A The: comparatve figures wers restated 35 3 PRSUlt of the eSact of Prior Period Ermors (Note 48 and 45).

Prior year balance for Cash and Cash Equivalents was adjusted down by R24 200 being interest sor imerest for 2017/18 Tiat was recorded in 201617, Due o 3047 |mmmnwwmmnmme@mmmmm.mas. The implemeniston of MSCOA became efecive
i Coats: for periods. beginning on or fter 1 Juiy 20
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51.  Risk management
Markst Rizi
Market Risk is the risk Tt changss in mamet prices, such as fonsign excnange rates, interest rates and squity prices will afect Me muricipality's

income of Me value of its hoidings in Financial Insruments. The cbjecive of market Ask management i % manage and control Market risk EXposUMEs
wimin ‘Wil aptimising the retum.

Liquidity Ris is ™e risk that Te municipality will encounter dificutty in mesting e obiigations associated with its Financial Liabifties mat are settied by
delivering cazh or anomer financial asset. The municipality's appeoach Y managing liguidity is % ensure, 3= far 3= possble, Mat it wil atways have
s.rﬁcenllquut, b meet its Eabilties when due, under both nomal and stressed condifions, without inCurring unacceptabie iosses or isking damage o
he municipality's reputation.

Liquidity Risk is managed by ensuring that ail assets are reinvested at maturity at competitive interest rates in relation 1o cash Sow requirements.
Liabilifes are managed by emsuring that all confraciual payments are met on @ Smeous basis and, i requined, additional new amangements are
estanished at compettive rales 10 enswe hat cash Sow requiements are met

Maturity analysis for Financial Liabifties jwhese applicable) Tat shows Me remaining undi ities i in Notes xx 0 me
Annual Firancial Statements

Credit risk

Credit Risk is the risk of #nancial loss to Te municipality if a customer or counlerpanty 10 a Finandal Instrument fails 1o meet its contractual cbligasions
and anses principally from e municipality's receivabies fom cusiomers and investment securities.

OR Tambo District Munucipality
[Registration number - DC1S)

Annual Financal for the year ended 30 June 2018
Notes to the Consolidated Annual Financial Statements
Economic entty Controiling entty
Figures in Rang 2018 2017 2018 2017

51.  Fisk management {continued)
Markst rigk
Intereat rabe risk.

Interest Rate Risk is dedned as Me rfisk that the dair value or future Gash Sows associabed wit a financial insTument will fluctuate in amount as a resuft
of mariet intzrest changes.

Potential of im=rest rate risk consist mainty of vark: al it , long i , GONSUMES deiors, Oiher demmors,
bank and cash balances.

The municipality imits its counterparty exposures from iis money market invesiment operations by only dealing with Absa Bank, First National Bank,
Nedbank and Standand Sani. Mo invesiments with  tenure exceeding taeive months are made.

Consumer Deblors comprise of 3 Iarge MUmDer of ratepayers, dispersed acres dissrent industries and geograpical areas. ConsumEr debios are
presentsd net of & provision i imgairment.
In the case of deblors whose agcounts become in amears, i is endssnvoursd 1 callsct sUCh 3cEounts by “levying of penatl changes”,

", "resiiction of senices™ and, a= @ last resor, handed over for colection”, Mmuerpm:edmersappicamemmofm:urscmn
Controd and Dabt Coliection Poiicy. Consumer Deposits are increased acoodingly.
The: menicipaity s not exposed % interest rate sk as the municipality borows funds at fixed interest rates

The municipality's eXposUTes %0 interest rates on Financial Assets and Financial Lisbilties are detalled in the Credit Risk Management section of Tis
note.

Interest Rate Sensitivity Analysis

The sensitivity analyss has been determined based on the exposure 1o interest ra%es at he Statement of Financial Position date. The analysis is
prepared by aweraging the amount of Tie investment at the beginning of the financial year and Te amount of the investment at the end of the financial
year. A 100 basis point increase of decnease was used, which represents management's assessment of the reasonably possible change in interest
rates.

Cash and Cash Equialents:

Ifimterest rates had been 100 basis points highe | lower and all other vanables were heid constant, the municipalty's:

Forsign sxchangs sk

The menicipaity's acthities do not expese it o the financial risks of foreign currency and therefore has no Sormal policy to hedge wolatiities in the
inerest rate manket.
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51.  Fisk management {continued)
Cradit Risk Management

Cresdit Risk refers to the risk that a counterparty will default on its convraciual cbligations resufing in financial loss 1o the municpaiity. The municipalty
has a sound credit control and diebt collecion policy and cbtins sufficient collaieral, where appropriate, as 3 means of mitigatng the risk of financial
loss #om defaults. The manicipality uses its own Frading records to assess its major customers. The municipality's exposure of its coumerpartes are
monioed reguEny

Potential concentrations of credit rate risk consist manly of vanable rate deposit Nvestments, long-temm recefvables, consumer detioes, other debiors,
bank amd cash balances.

Investments/Bank, Cash and Cash Equivalents

The municipality limits its counterparty exposwres from its money manet invesiment operations (financial assets that are neither past due nor impaired)
bry only dealing with Absa Bank, First National Bank, Nedbank and Standand Bani. No investments with 3 tenure excesding tweive months are made.

Trade and Omer Receivaties

TlaaenmQmmmﬂesnremmuntsewan','wnsuma'samnrepresemnewrrnpamemnssﬁmemuparwrasamnnﬂpolw,ln
mmmemmmmnmsmmmmugam The mandate o provide 3l

i with basic mi recourse o an dmmrﬁs _n\em icioali e
nmﬂmmaﬁmasmacqulempedesnmaesgmmmnmmm,'imdmmmmwm
rendered io them.

The municipaiity limits this risk exposure in the ollowing ways, in addition % its normal credit control and debt management procedures:

* The application of secion 115(3) of M2 Municipal E-ﬁtems Act (MSA), which pemmits e municipality 1o refuse conneciion of serdces whilst any
amount e &om a pi [

» A e DWNES IS advised, Wmu\erssueofamvenuenemnmmm hat any debt remaining Som the previcus oaner wil be ransiemed 1 he
NEW DWNET, nmmmmesnmseﬂen\ewmmngnnmlt

mmmwnmmmmmm servng as guarantes and are reviewsd annualy;

» ENcouraging residents i install water management devices thit control water fow to househoids, andior prepaid eleciricity meters.

There were no matesial changes in Me exposure 1o Credit risk and its objecives, poiicies and processes ior managing and measuring Me fisk during he
VeI unosr rEviEN. mmumnpmn,'smmnmz:pnmbmllﬁhsleplaemeunymecawrgmueoieamﬁ-umal aszet I he Statement of
Financial Position, without taking into account the walue of any collateral obtained. The of Credit sk, with
exposure spread over 3 lage numbsr of consumers, aﬂsnotmledmnwypahwlarsedmagengmpnﬂm

The msicisaity shes an alowance for mgEment that its et i in respect of frade and oMer receivaies.

Payment of acCounts of consumer deblors, who are unabie b pay, are renegofiated as an onQOINg Customer retasionship in response 10 an adverse
change in the circumsiances of the cusiomer in fems of the Credit Control and Debt Coliection Polcy

Long-term Recevables and Ofher Deblors are indwidually evaluated annually at reporting date for impaiment or discounting. A report on the wancus
Casgories of debioes & drafisd 1o substantiate such evaluation and subsequent impairment | discoundng, whese applicable.

The munupaily goes not have nny significant redit risk exposure io any single counterparty of any group of Coundsrparies having similar
ies as: having simiar characieristics if they are refated entities. The credit risk on liquid funds is
imited bec: a5 e banks wi righ cregit

The table below shows the balance of the 5 major counterparties at the balance sheet dats. Management is of the opinion that, affough these pariies
are the 5 counterparies with highest outstanding balances, no sgificant oedit risk exposure exists bassd on e payment history of the parties They
have been included in e Provision for Impaiment of Consumes Deblors.

52.  Going concam

(i} On 31 May 2018 Te Council adopesd the 201815 1 202021 BUdget This three-year Medium Tem Fevenue and Expendiure Framework [MTREF)
o suppart the ongoing delivery of muricpal ssrvices fo residents reflected that the Budged wars cash-backsd over the thres-year period.
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52 iGoimg concam [confinusd)

i) The municipality's Budget is subjecied 1 a wery figofous independent assessment prOcESS bo assess its cash-backing status before it is ulimansly
approved by Council

(i) Strict daily cash management processes are embedded in the municipality's operations i manage and menitor all actual cash infows and cash
CUtROWS

i teems of the caxsh-Row forecast supponting the Budget. The cas? processes is comp manmily reporting, highighting
the actual cash position, including the associzted risks and remadial actions to be insttuted.

[iv) As e municipaiity has the power 10 levy fees, 1anifs and charges, this wil resultinian on-going infiow of revenue to support the: on-gaing delivery of
municipal services. Certain key Snancial ratios, such as bquidity, cost coverage, debiors’ collection rates and Cediioes’ payment tSms ane closely
monitored and the necessary comective actions insituted.

Taking Mg it acoount, ¢ has prepared the Annual Financial Staiements on e Going Concem Basis.
53.  Events afier the reporting dats

During the councl meeting heid on the 30th July 2018, the Conirolling entity (Municipaity) condoned Irmeguiar and wasisdul expenditure amounting 1o
RS7 864 105 relaiing Amatola Water contract

54 Private Public Partnerships

‘The: muricipaiity was not a party to any Private Public Parnerships during the year under review.

55 Unauthorised expendiburs

Municipaity

Opening balance: 1,005,909 a_z’r:.m.ms 1,005,909

Audd: Unaumhorised expenditure cument year -
Less: Approved by e council or condoned -

1.005.909 1,005,909 1,005,909 1,005,909
56.  Fruitieas and wastsful sxpenditure
Opening balance 23359 507 23,350527
Al Fruitizss expendiure corent year 1,401,985 1,338,208
Less: Agproved by e council or condoned - -
24.761.512 24,597,735

Detzils of frutiess and wastssul expendire.

Municipality - Fruifes and wasteful expenditure relales bo interest paid Me Depaanment of Waler ASars besore and interest #eg agresment was
reached.

Nfinga - Fruitiess ang wasteful expenditure reiaes 10 leven cows Tal were iransfen=d 1o Umzkanty Red Meat Abattoir from Adam Kok Farms sor
siaughtering and seling. It was discovered Tt ey were vactinaled and were not suitsbiz for zale and human consumption.
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57, Imeguiar expenditurs

1Opening balance 2991 4481134 523 295165673  4,491132,303
A Imeguiar Expenditue - cument year 963 531,066 1,041,343 534 953,560,550 041,322 654
Less: Amounls condoned 540,758, 218)

[B33740085) [2540800435)  (R33740,085)

Less: Amounts recoveradie (ot condonad)
Less: Amounts ot regoverable (not condoned)

3151568699 2991677719 3ISI4TTEIE 2991655739

Details of Imequiar expenditure — current year

|Cisciplinary stegs ken/iminal proceedings

e contrary to SCA imiting of T FEQ&11 8 4o acions taken - 1o be subminzd % Councl for condonement.
E2017; R131 458 185)

Expenditwre contrary to SCM Procedures on awardng of Convacts- R832 7455998 [No actions taken - 1o be submitied 10 Counci for condonement.
(2017: RS0S 854 465

Mo actions taken - 1o be submitizd % Soard for condonament.

Mo acions taken - 1o be submitied 1 Soard for condonement.

58.  Additional disclosurs in terms of Municipal Finance Managemsnt Act

ntributions f -SMLGA

Opening balance - - - -

\CuTent year subscription | S22 4472470 1,021,295

AOUNE paid - CUMENt year [#472470) [1,021,295) )

Amount pai - Previous years - - - -

Audit foes

Opening balance 380,497 o 250,320 57,77

(Curment year subscription | se 13255421 11,307 276 11,470,545 8,173,651

AmCunt paid - cument year (13,172,890 (103 (11,234,045 [B,914,363)

Amount paid - PrEVIOUS years (259,329) (557, [259,329) [557,775)
236,59 236,899 29,329

The balance unpaid represents the audit fee for an interim audit conducied during May and June 2018 and is payable by 31 July 2018,

PAYE and UIF

Opening balance 347 957 6933 £,939

Cument year subswiption ! fee 78,094 561 96,168,550 73,567,731

AMOUnt paid - CUmENt year (02105379)  [TBOS4561)  [96,160,580)  (73,557.73)

AmoUNt piai - DREVICUS yEars (5,339) - [6,933) -
1063 T 6T - 6,933

The bafance represenits PAYE, SOL and UIF deducied #om the June 2018 payrol. These amounts were paid during July 2013.
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58.  Addifional disclosurs in terms of Municipal Finance Management Act (confinued)
Penzion and Medical Aid Deductons
Opening balance (5,035) [5,038) - -
Curment year subscription | e 82,590,001 65,504,098 79,284 606 67,073,514
Amount pid - current year (82,530,001 [£3,504 08) [9.284608)  (ET,07T3514)
(6035 [6.03%) - -
VAT
AT recsivable 132575556 82,235 504 131,656,127 81412269

year

The net of VAT input payables and VAT output recefvables ans shown in Note 5. Al VAT retums have been submitied by e due date throughout the
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56.  Adgifional in ta icipal Finance ant act jcondi 50, Deviation from supply chain management reguiations.
Councillors’ amsar Consumsr actounts Paragrapn 12{1) of Govemment gazess No. 27636 issusd on 30 May 2005 states at 3 supply chain management policy must provide for the
procurement of goods and services by way of wiitlenverbal quotations, formal witien quotasions and a competitve bigding process, depending on the
The ing illors iad amear accourts ing for more- than 50 days 3t 30 Jume 2018: specified Tweshokd values.
30 June 2018 Cutstanding less. Total Paragraph 35 of the above menficned gazetes aiso provides that e accounting oficer may dispense with Te offical procurement process in certain
than 50 days R GCumstEnces provided that he'she records M reasons for any deviations, reports them 1 the next meeting of the Coundl and incude a5 a note 1o Mg
R financial statements.
Gwatiso V.0 - . X § X . . i
Meziza L. - ‘Various iems wene procured during the financial year under review and the process folowsd in procuring those goods deviated #om the provisions of
Maighas L. - paragraph 12 (1) as stated above. The neasons for the deviations were documented and reported 10 the Accounting Officer who consigened them and
Tsnotsho L - Subsequenty approved the devialions from e normal supply chain management regulation. These deviations have aiso been reported to Council.
Mzimane NF -
M. - The reasons for the deviations were mainly due 1o emesgency Cases, solefsingle supplisrs and impracicality in following the offical procurement
Mavertsi PN, - PprocessEs.
Gqwetha AB. -
Giyose RM - Incidant
Sanglana B.G. - Emergency in 12ms of SCM Policy 105,401,308 30,797,736 105,401,304
Mandita K.0. - Impractical 1 obtain quotations 11,142 432 5,828,732 4722222
- Py Sole provider of goods and senvices in area 10,312,178 5,188,121 10,312,178
- 126,857,914 42.514,589 120,435,704 41,186,727
30 June 2017 Cutstanding less Outstanding more Totl ~ .
than 50 days than 50 days R 60.  Bulk wafer loass in terms of section 125 of the MFMA
L3 R
Bunzana M. - 15,405 Lost Units Taris Vake
Mandita K.0. - 10,7 30 June 20118 - Unaccounted Water Losses 10,606,302 20 21424780
Mgugudo N.O. - 30 June 2017 - Unaccounied Waler Losses 13429441 .7 Z2E16450
Sociwa A - —
Nezwayita W.N. & NA -
Magatuia ZW. -
Mabonga L. - Waler Losses oocur due 1o iner alia | leakages, the tampering of meters, the incomect @itios used on bulk meters, fauty meters and illegal wansr
Mzita L - conmections. The problem with tampered mesers and ilegal connections is an ongaing process, with regular action being taken against defauliers. Fauly
MEangama N, - meters and leakages are replacedbepaired as soon as they are reporisd.
Mzimane N. -
Gadiso V.0. - Wolumes in KL I year
Zimeia M. - Water Invenfory Cpering Baknce 163,034 62,189
Matomanz 5. - System input Voiume 2T 24,793,833
Kwaza K . Biled Consumption (11,715,858 (19,156,047)
Mamie K. . Free Basic Water Proviged 141,256 [115,500)
Tshosho B.L - Wiater Inverfiory Closing Balance [E7,135) [163,034) (163,034)
Mbangama 5.5. - Distribution Loss [10,f06302]  (13.471.441) (13,421 441)
Mdwantsi PN, - ~ ~ ~ N
Gqwetha AB -
- Percentage Disvioulion Loss 7.28% 54.13%
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1. Group Cashfiow Workings
. Controlling Entity Mtinga Inter-Co Ecomomic Entity
Receiptz ‘Transactions
Senice Changes 131,458,266 - - 131
GOvernment Grants and Subsidies 43,778,465 (£3265761) 1713810317
Intesest income 2,273,038 - 93 825,405
Other recsipts 12,507,748 {520,704) 278,835
Employse reldied st 134,274,310) - (538769408
Suppliers Pad {26,255,988) (6,128) (290,065,262
Interest Paid 208) 131,770 - 350,978}
Other payments 02 240 B1E) - 43702593 (450,548,203
FRemuneration of Coucilors (18,578,451) 11,726,108) - (20,304,599}
Mst cash fiows from operating activities B18,774,063 {3.638,921) - B15,135,147
Cash fiows from investing activities
Purchase of property, pant and squipment (842 856,127) (4,612,167} -
Purchase of bikgical assets - (1,203,786} -
Proceeds fiom sale of assets (PRE) - 507,821 -
Purchase of Herftage assets (157,025} - -
Decreases due to harvest | Sale of biciogical assets - 2210953 -
Purchase of Intangible assets 4,889,617} - -
(850,002,769) (2.997,059) -
Cash fiows from financing activities
(Repayments) / Acquisiions of Long term loans (38,795,339) - - (38,795,339)
Tese] in cash and cash equ (70,024,040} (5,635,981} - (76,660,021}
{decrease) in cash and cash equ 253,738,300 37,516,235 - 291,314,535
Cash and cash equivalents at the end of the year 183,774,260 30.580,254 - 214554514
*SeeMols 2840542
-]
The supp information presentzd does of the i annual and is unaudisd



