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Chapter One



Mayor’s foreword

Vision:
“Progressive sustainable development. Ga-Segonyana the stream of life.”

Key Policy Developments:
In ensuring the delivery of quality and affordable services, in a sustainable manner that enhances good
governance, equity and accountability to the people of Ga-Segonyana.

The report shows that the municipality has aggressively implemented existing policies in order to have
maximum impact in its service delivery programmes. Such as the alignment of the LED Strategy to other
key policies such as the IDP, National Spatial Development Perspective, the Provincial Growth strategy
and National LED Framework.

Key Service Delivery Improvements:

The report shows that the municipality has taken extraordinary measures to tend to the basic services
needs of all residents in the city, but more especially the most vulnerable residing in rural areas and
informal settlements.

Ga-Segonyana Local Municipality is changing at a rapid speed due to the approval new
Mining/prospecting licenses nearer to Kuruman town. As a result of the emergence of the mining
operations, there has been significant growth of villages and a rapid expansion of Kuruman town, as
people move closer to economic activities.

This leads to unplanned backlogs and has placed an immeasurable strain on municipal panning, provision
of bulk services and reticulation. As in the other towns in the Gamagara Corridor this rapid growth has an
adverse effect on Municipal infrastructure upgrading of bulk supply of water, sanitation, housing, electricity
and roads. The IDP is therefore also aligned with most of the National, Provincial and District policy
documents and planning initiative.

Very important is the realization that the investments made on Traditional land by the Ga-Segonyana
Municipality, created ownership rights-problems and through the CRDP programme the acquisition of Title
Deeds for RDP House-Owners in rural villages is now addressed. In terms of the integrated settiement
Profiles quoted in the Northern Cape Provincial Growth and Development Strategy, Kuruman is classified
as a Regional Centre with a large Population, with High Development Potential as well as High Needs for
Infrastructural and Social investments from National Government.

Public Participation:

Public participation is the hallmark of successful political administration. Apart from legislated public
participation meetings of the municipality, these were augmented with other methods of community
consultation.

The municipality has engaged with the public in a number of forums. Key to these are the IDP Road Shows
which afford communities to give input in the IDP document. Of the 14 wards only two wards are not
functional. The ward meetings take place as required by the legislation.
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Future Actions:
Initiatives committed whereby service delivery will be improved over the next few years.

Agreements / Partnerships:

Ga- Segonyana municipality has entered into several partnerships with Mines and Several National and
Provincial Departments.

1. SMME Village funded by ASSMANG mine

2. Planned AGRI- Park

3. Bulk Water project

4 Poultry Value Project by the Department of Rural development




Vision: Progressive Sustainable Development. Ga-Segonyana-the stream of life.

1.1. MUNICIPAL MANAGER’S OVERVIEW

The 2016/17 financial year marked another chapter in third the sphere of government, which is the Local
Government, as Local Government elections were held on the 3rd August 2016. The new Council forged
another five years of new priorities and vision for the Municipality.

The administration is tasked to ensure that the various measurable performance targets. The core
mandate of the new Council is the provision of the basic services. The 2016/17 financial primarily focused
on the revitalization of the ageing infrastructure which is roads, water, sewer and sanitation in particular.
The above-mentioned revitalization programme including cleaning campaigns throughout the 14 Wards
would not have been possible without the harmonious working relationship between the Political
Leadership, Administration and the different Communities of Ga-Segonyana.

The Municipality further continues to strengthen the Administration by adopting different policies and
bylaws. The latter is one of the challenges particularly when it comes to implementation. The performance
targets are closely monitored on quarterly basis. The migration of the people from the neighbouring
Municipalities has manifested in the Municipality being the biggest populated area in the District. This has
over stretched the Municipality in providing services for its community.

The Administration is also facing challenges and competition in retention of the scarce skills. The market
related remuneration offered by different mining houses in the District remains the biggest challenge
hindrance. The Municipality is also striving towards and effective Administration and a better Auditor
General Audit outcome. The Municipality has shaved services with the District Municipality on the following
area: Internal Audit, Risk Management and Audit and Performance committee

As | conclude, the Municipality also faces a challenge on its effective rendering of services as the
consumers of services are not timeously paying for services and rates and taxes.

The debtors book of the Municipality is nearing R100million. This brings a challenge to the Administration
as the cash-flow is adversely affected.

The 2016/17 financial has seen the Municipality improving in responding to queries of service delivery and
improved customer care response. We applaud all the different stakeholders who played a pivotal role in
ensuring that we carry our mandate as we are coal face of Service delivery.

Collective efforts of all stakeholders will enhance good government effective administration and smooth
rendering of services. Let us deepen the unity between Political Sphere, Administration and the
Community in striving towards providing sustainable service delivery in the year ahead of us
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1.2. MUNICIPAL FUNCTIONS, OPULATION AND ENVIRONMENTAL OVERVIEW

INTRODUCTION TO BACKGROUND DATA

Ga-Segonyana Local Municipality was established in 2000 through the amalgamation of Kuruman and
Mothibistad Municipalities. The municipality consists of 33 residential areas of which 20% is constituted
of urban and peri-urban areas and 80% is rural areas. The municipality covers an area of 4 491km2. The
CBD of the municipality is situated in Kuruman and residential areas of the municipality are within the
80km with the population estimated at 93 652(Census, 2011). The municipality is divided into 13 wards
with 13 Ward Councillors and 12 Proportional Representative Councillors. Council is seating in Kuruman.
All rural residential areas are administered by the Traditional Authorities. These areas do not obtain title
deeds because they are not formalised. There are two Paramount Chiefs representing the Batlharo Ba-
ga Motlhware and the Batlhaping Ba-ga Jantjie in the municipal council. This dynamic administration
process marks the challenge in the general development and planning of the municipality. As much the
two administrations are claiming to be working together, sprawling development in the rural areas which
is not aligned to municipal development plan. These challenges create a strain on the municipal resource
planning and allocation.

Dependency ratio was at 58,1% and educational status was at 8,4% went through higher education, 29%
attended school, 20,6% attended matric in the Ga-Segonyana Municipality area of jurisdiction. The
unemployment rate was 33, 7% during the 2011 census. Economy of the municipality is reliant on mining,
agriculture, tourism and commercial sector in and around Kuruman town. Rapid mining development lead
to extreme pressure on resources planning and allocation in that, these developments does not allow for
thorough assessment of availability resources like the availability of water, electricity, waste management,
sanitation and other municipal services.

Ga-Segonyana depends on underground water supply for its domestic, agricultural and commercial
demand and use.

The service delivery profile of Ga-Segonyana municipal area is still largely based on traditional patterns
of development and under-development, although enormous progress has been made since 1994 to
ensure access to basic services to the most vulnerable sections of the population.

Ga-Segonyana local municipality has the largest population size when compared to other local
municipalities under John Taolo Gaetsewe district. The municipality represented more than 40 percent of
the total population of John Taolo Gaetsewe in 2012, the population increased from 73 054 in 2002 to
91 395 in 2012 which was a 2.27 percent average growth rate. Table 6.3.1.1 shows the population profile
of Ga-Segonyana local municipality for 2002 and 2012.
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FIGURE 1: THE GA-SEGONYANA POPULATION (STATSSA, CENSUS, 2011)
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TABLE 1: POPULATION PROFILE FOR GA-SEONYANA LM, 2002-2012 (GLOBAL INSIGHT, 2013)

Ga-Segonyana \ JT Gaetsewe \ Number Average persons / household

Year 2002 73 054 193918 18 728 3.90
Year 2012 91 395 217 400 28 322 3.23
% Change 2.27 1.15

African 37 692 41 858 79 550

White 2080 2207 4287

Coloured 3 541 3712 7253

Asian 215 90 305

The population of Ga-Segonyana was predominantly Africans, representing 87.03 percent of the total
population while there were only 305 Asians living in the municipality in 2012. Females living in the
municipality were 10 percent more than males and constituted 52.37 percent of the total population. On
average, a number of 3.23 people lived in one household in 2012.
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FIGURE 2: POPULATION GROWTH RATE, 2002-2012 (GLOBAL INSIGHT, 2013)
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FIGURE 3: GROWTH / DECLINE IN POPULATION AND HOUSEHOLD PROFILE (2001-2011)
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Following a steady increase in population growth rate between 2002 and 2007, the population growth rate
surged to 2.8 percent in 2008 and maintained the momentum to reach a maximum of 3.9 percent in 2012.
The population grew on average by 2.27 percent for the period under study.
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FIGURE 4: URBANISATION RATE IN GA-SEGONYANA LOCAL AND JT GAETSEWE DISTRICT MUNICIPALITY (GLOBAL
INSIGHT, 2013)
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The figure above shows a declining urbanisation rate in Ga-Segonyana, having declined from 25.6 percent

in 2002 to 24.7 percentin 2012. In 2012, only 24.7 percent of the total population of Ga-Segonyana resided
in urban areas.

FIGURE 5: BASIC DEMOGRAPHIC PROFILE (STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)

11
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It is clear that the trend in the Ga-Segonyana municipal area is towards a growing population. This is
largely attributable to the mining activities in the area. This movement of people is predominantly from the
municipal jurisdiction area of the Joe Morolong municipality.

FIGURE 6: POPULATION GROUP (STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)
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FIGURE 7: GENDER AND POPULATION GROUP (STATSSA, CENSUS, 2011)
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Wardl | Wad2 | Wad3 | Wad4 | Wad3 | Wad6 | Wad7 | Wad8 | Wad® | Wad10 | Wadll | Ward12 | Ward13
& A frican / Black Male 42 381 4nt 271 -1.480 4274 2,684 2650 -1779 5,105 320 4703 49
wAfican/Black Female| 737 3842 5114 3037 1760 4413 3078 3284 1965 5782 3463 5353 784
uColoured Male 289 386 34 -6 -1 38 20 -6 55 -8 -7 55 2510
Coloursd Female 250 401 49 14 B 2 20 13 1 3 70 54 2639
wlndian/ Asian Male 55 2 13 19 3 3 ) 13 4 B B BT s
wlndian / Asian Female 34 2 7 7 5 2 0 1 0 4 6 3 23
4 White Male -1,864 -123 -1 -1 1 3 2 0 0 4 33 2 -4
White Female 2044 130 1 0 0 4 1 3 0 2 35 2 18

FIGURE 8: HOUSEHOLD PROFILE (STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)

Catego Unit of measurement Y2001 Y2011
Households Number of households 17,163 28,816
Average household size Number of persons/house 4.0 3.5
Female headed households Percentage / households 51.7 42.7
Formal dwellings Percentage / households 72.5 81
Housing owned / paid off Percentage / households 61.6 65.7

The growth in the number of households is in line with the population growth in the area. In this regard,
the nature of the households accurately reflects the increased level of development: Female headed
households have reduced from 51,7 — 42,7% of households, which implied improved social stability, formal
dwellings have increased from 72,5 — 81%, which reflect better quality housing, and the percentage of
households that owned their houses has increase by 4% to 65,7%.

13
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FIGURE 9: LANGUAGE PROFILE

(STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)
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FIGURE 10 AGE PROFILE

(STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)
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The Ga-Segonyana Local Municipality span a geographical land-area of 4,492km2 and a population
density of 20,8 persons per km2.

14
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FIGURE 11 PERSONS WITH DISABILITIES

(STATSSA, MUNICIPAL FACT SHEET, CENSUS , 2011)
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1.3 SERVICE DELIVERY OVERVIEW

SERVICE DELIVERY INTRODUCTION

Projects funded by grants are always completed within the stipulated timeframe and budget. ESKOM is
currently busy increasing its capacity in the villages, to reduce the electricity backlogs. The Municipality is
currently in the process of completing the 24ml Kuruman Bulk Water Reservoir Complex. The is however
a challenge of funding to complete the bulk pipeline, electrical and mechanical components of the project.
The Municipality has got three-year implementation programme of roads, sanitation and water projects
that are currently being rolled out across the different Wards of the Municipality. With the assistance of
the Mining houses the Municipality has succeeded in addressing to a large extent the numerous potholes
in the urban areas. The informal settlements are currently receiving attention from the Department of
Human Settlements, to formalise and deliver basic services.

There are large backlogs in water and sanitation in the rural areas. The maintenance of gravel roads is
still not receiving adequate attention. The grant funding is assisting to reduce the backlogs, but it will take
a number of years to completely eradicate these backlogs due to inward migration into the Municipal Area.
The retrenchments experienced in the Mining Sector has also put strain on the Municipality's ability to
reduce backlogs.

Proportion of households with access to
basic services
100%
90% — —%
80% — . -
70%
60%
50%
40%
30%
20%
10%
0%
Year -3 Year -2 Year -1 Year 0
—o— Electricity service connections
Water - available within 200 m from dwelling
Sanitation - Households with at leats VIP service
Waste collection - kerbside collection once a week
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COMMENT ON ACCESS TO BASIC SERVICES

The biggest shortfalls in the Municipality's efforts to deliver basic services are limited funding and the ever-
increasing backlogs resulting from rapid urbanisation in mostly the settlements situated nearer to
Kuruman. Urbanisation resulting from mine retrenchments and community expectations for job
opportunities in this Area exacerbates the shortfalls in service delivery. The Municipality is reliant on grant
funding and assistance from the Mining Houses through Social Labour Plan (SLP) funding. Most often this
funding becomes limited, as it gets directed to refurbishment of the existing services as well. The other
factor which limits basic service delivery is the non-payment of services by the community, resulting in the
Municipality failing to generate sufficient revenue to meet the basic service delivery demands of the
community.

14. FINANCIAL HEALTH OVERVIEW

FINANCIAL OVERVIEW

The municipality obtained an actual surplus of R35 546 513.00 at the end of the financial year due to
spending less than budget and billing less than anticipated. The main challenge was generating less cash
flow due to culture of non-payment especially at Mothibistadt as we are unable to disconnect electricity
because Eskom is the provider. The liquidity ratio is standing at 0.8 which is less than the norm of 1 due
to cash flow problems encountered by the municipality. Total outstanding debtors is more than 60% of
the age analysis which explains that the bulk of the debt is more than 180 days. The debt coverage is
standing at 1.2 and 78% of creditors are paid within 30 days. 68% of revenue excluding grants was spent
on employee costs.

Financial Overview: 2016/2017

R' 000
Details Original budget Adjustment Budget Actual
Income:
Grants R229 522 000.00 R243 919 149.00 R226 228 557.00
Taxes, Levies and tariffs R159 899 296.00 R163 212 896.00 R158 295 699.00
Other R37 187 794.00 R33 503 795.00 R41 559 785.00
Sub Total R426 609 090.00 R440 635 840.00 R426 084 041.00
Less: Expenditure R 314 077 676.00 R312 157 610.00 R390 537 528.00
Net Total* R112 531 414.00 R128 478 230.00 R35 546 513.00

Operating Ratios

Detail %
Employee Cost 100%
Repairs & Maintenance 43%
Finance Charges & Impairment 399%
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COMMENT ON OPERATING RATIOS:
Employee Costs’ is 39% to total operating cost instead of 30% due to less spending on other expenditure.
‘Repairs and maintenance’ is at 43% instead of 20% because the Municipality spent more on maintenance
than other expenditure as it is service delivery driven.; Finance Charges and Impairment is only 1%.

Total Capital Expenditure: 2014/2015 to 2016/2017

R'000
Detail 2014/2015 2015/2016 2016/2017

Original Budget R128 705 176.00 R140 031 000.00 R127 434 800.00

Adjustment Budget R128 367 828.00 R137 926 000.00 R144 230 949.00

Actual R97 975 421.00 R119 057 325.00 R126 503 873.00

Total Capital Expenditure
160 000 000.00
140 000 000.00
120 000 000.00
100 000 000.00
80 000 000.00
60 000 000.00
40 000 000.00
20000 000.00
Year -2 Year -1 Year 0
m Original Budget = Adjustment Budget

18
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1.5.  ORGANISATIONAL DEVELOPMENT OVERVIEW

ORGANISATIONAL DEVELOPMENT PERFORMANCE

After the review of the Top Layer SDBIP the municipality reported 153 KPIs in the SDBIP. As indicated
below, the municipality achieved 58% of its targets. For 2015/2016 financial year the municipality reported
172 KPI and 153 KPIs in 2016/2017 financial year. Infrastructure Services performance has decreased by
60% as compared to the previous financial year’s performance due to municipal financial constraints and
lack of sufficient evidence provided. Reported performance had to be realigned with evidence submitted.
During the 2015/2016 financial year, no residential sites were developed and no stands have been sold
as the stands were not serviced. No resealing of streets was done, resealing was done only in 2014/2015
financial year. Only 4 364 m2 of badly damaged streets were attended through patching of holes due to
lack of funds. As the municipal owned grader is no longer operational, a service provider was appointed
to maintain gravel roads.

For the year under review, 60 residential sides were developed and due to unavailability of funds 40 more
sites could not be developed. 1km of tarred road was resealed and 19200m2 of tarred road was patched.
With challenges such ad revenue collection from the traffic department, the department, in line with the
set and approved key performance in the SDBIP achieved targets. During the review of the SDBIP for
2017/2018 financial year, the department will be advised to include revenue collections KPIs. 15 capital
projects were assed and as shown below 33.33% targets were achieved, 46.67% were delayed and 20%
there was no/minimal progress.

Performance of capital projects for 2016/2017 financial year.

The attached report indicates that by the end of the financial 4 capital projects were incomplete namely;
1). Upgrading of Mandela drive street from Maruping to Mothibistad link road

2). Construction of Mapoteng water network extensions

3). Construction of Mokalamosesane bulk water supply augmentation phase 2. Thus, project started in
July 2017

4). Construction of seven miles community hall

The projects were not completed due to the following;

1). Late payment to the contractor influenced the progress pace on site

2). Local Government Elections had effect on the projects due to election of nominated Ward Clir which
has led to community strike that are not related to the project. The project was put on hold until the
completion of Local elections. The projects were re-established 6 months later

3). Constant Community strikes have impeded the progress of the project which have course the
anticipated completion period to be missed.

4). Delay with the procurement processes for the appointment of Contractor

‘ 1.6 AUDITOR GENERAL REPORT

AUDITOR GENERAL REPORT: 2016/2017 (CURRENT YEAR)
Ga-Segonyana Local Municipality received an Unqualified audit opinion for 2016/2018 Financial Year
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1. 7STATUTORY ANNUAL REPORT PROCESS

No Activity Timeframe
Consideration of next financial year's Budget and IDP process plan. Except for the
1 legislative content, the process plan should confirm in-year reporting formats to
ensure that reporting and monitoring feeds seamlessly into the Annual Report
process at the end of the Budget/IDP implementation period July
9 Implementation and monitoring of approved Budget and IDP commences (In-year
financial reporting).
3 | Finalize the 4th quarter Report for previous financial year
4 | Submit draft 2016/2017 Annual Report to Internal Audit and Auditor-General
— = . Still pending
5 | Municipal entities submit draft annual reports to MM
6 Audit/Performance committee considers draft Annual Report of municipality and
entities (where relevant) October
g | Mayor tables the unaudited Annual Report
9 Municipality submits draft Annual Report including consolidated annual financial
statements and performance report to Auditor General Still vendin
i i
Annual Performance Report as submitted to Auditor General to be provided as input P )
10 .
to the IDP Analysis Phase
Auditor General Audits Annual Report including consolidated Annual Financial
11 November
Statements and Performance data
12 | Municipalities receive and start to address the Auditor General’'s comments
Mayor tables Annual Report and audited Financial Statements to Council complete
13 | . . ;
with the Auditor- General's Report January
14 | Audited Annual Report is made public and representation is invited
15 | Oversight Committee assesses Annual Report
16 | Council adopts Oversight report
17 | Oversight report is made public February
18 | Oversight report is submitted to relevant provincial councils
Commencement of draft Budget/ IDP finalisation for next financial year. Annual
19 February

Report and Oversight Reports to be used as input
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COMMENT ON THE ANNUAL REPORT PROCESS:

Ga-Segonyana Local Municipality introduced the implementation of the MFMA Circular 63 in 2016/2017
financial year. Management agreed to develop the Annual Report for 2016/2017 financial year using the
MFMA circular 63 reporting template. However, there has been a lot of challenges because municipal staff

did not receive any training or workshop on the reporting template, understanding some of the tables and
providing relevant information in time was a major challenge.
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Chapter two
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2.1.  INTRODUCTION TO GOVERNANCE

INTRODUCTION TO GOVERNANCE

The Constitution of the Republic of South Africa Act 108 of 119 stipulated that public administration
should adhere to a number of principles, including that:

* A high standard of professional ethics be promoted and maintained

* Services be provided impartially, fairly, equitably and without bias

* Resources be utilised efficiently, economically and effectively

* People’s needs be responded to

* The public be encouraged to participate in policy making, and it be accountable, transparent and
development-oriented. Good governance has major characteristics which are;

* Participation by citizens

* Rule of law -which are fair legal frameworks that are enforced impartially

* Transparency - decision taken and their enforcement of laws requires and their enforcement are done
in a manner that follows rules and regulations and information is freely available and accessible to those
who will be affected by such decision and enforcement.

* Responsiveness - good governance requires that institutions and processes try to serve all stakeholders
within a reasonable timeframe

+ Consensus oriented - good governance requires mediation of different interests in society to reach a
broad consensus in society on what is in the best interest of the whole community and how this can be
achieved

* Equity and inclusiveness - this requires all groups and particularly the most vulnerable, to have
opportunities to improve or maintain their well-being

« Effectiveness and efficiency - Good governance means that processes and institutions produce results
that meet that meet the needs of society while making the best use of resources at their disposal. The
concept of efficiency in the next context of good governance also covers the sustainable use of natural
resources and the protection of the environment.

+ Accountability - is a key requirement of good governance not only government institutions but also, the
private sector and civil society organisations must be accountable to the public and to\ their institutional
stakeholder.

In the Ga-segonyana local Municipality the political wing of the municipality exercises their executive and

legislative powers and functions to govern the affairs of the municipality and the administrative wing is
responsible for Corporate Governance as prescribed by various legislative frameworks
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INTRODUCTION TO POLITICAL AND ADMINISTRATIVE GOVERNANCE

The Systems Act requires the municipality to clarify the roles and responsibilities of the most important
role players in the municipality. Municipalities are complex institutions with wide-ranging powers and
duties governed by politicians and assisted by a staff component whose main purpose it is to ensure and
maintain services to the community. This goal is only achievable if there is harmonious interaction between
the various role-players. They must know and understand their respective roles follow protocols and co-
operate with each other but, when they fail, they should be able to correct their mistakes in terms of pre-
determined processes.

The Constitution not only confers on a municipality the right to govern the affairs of the community within
the municipal area, but also empowers the Municipal Council to make decisions concerning the exercise
of all the powers and the performance of all the functions of the municipality. To this end the Municipal
Council is clearly the principal political structure and the ultimate decision maker of the Municipality.

The Mayor is the political leader of Ga-Segonyana Local Municipality, he is responsible to enhance good
governance, promote institutional pride, build external and media relations, engage with communities and
facilitate the process of governing. The Mayor is responsible for monitoring the management of the
municipality’s administration in accordance with the directions of the municipal council. He is accountable
to council and must report to council on performance and discharge of powers, functions and duties of the
office. The Mayor is assisted by the Mayoral Committee. The Mayor ‘s area of responsibility from a
geographical perspective is not limited to the geographical area of the municipality. Due to the municipality
‘s involvement in co-operative governance the Mayor ‘s influence is much wider, e.g. the Premier ‘s Co-
ordinating Forum, SALGA, Mayoral Forum, etc.

As regards the functional area the Mayor possesses all the powers conferred by law on the office, as well

as those powers that have been delegated to him/her, or can be implied, or derive from civic culture or
tradition.
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INTRODUCTION TO POLITICAL GOVERNANCE

Ga-Segonyana Local Municipality is a category B municipality established in terms of section 12 notice of
the Municipal Structures Act 117 of 1998.

The Constitution of the Republic of South Africa of 1996 and Municipal Structures Act of 2000 requires
that every Council elects a Chairperson, who is called the Speaker. The aim of the Office of the Speaker
is to structure the two functions of a Municipal Council which are the legislative function and its executive
function. The Speaker presides over meetings of Council and performs the duties and exercises the
powers delegated to the Speaker.

As the Mayor of Ga-Segonyana Local Municipality commits to efficient service delivery to the people of
Ga-Segonyana at large. | also commit to work with the staff, trade unions through the management led by
current Municipal Manager Mr Martin Tsatsimpe to ensure that we all reading from the same page in
providing speedily and efficient service to our people. All councillors of Ga-Segonyana commits to delivery
of their promises on services delivery. All Councillors are committed and determined to confront all
challenges of Poverty, inequality and unemployment. Together moving Development Local government
forward.

The duties of the Speaker include:

e Ensuring that Council meets at least quarterly

e Maintaining order during meetings of Council

e Ensure compliance in the Council and Council committees in the line with Code of Conduct of
Councillors and

e Ensure that Council meetings are conducted in accordance with the adopted rules and orders of
the Council.

Therefore, as the elected Speaker of Ga-Segonyana Council | am committed to use this office to protect
and uphold the Constitution of the Republic, we will ensure that public participation becomes one of the
strategic tool we apply to reach out too many and thousands of people of Ga-Segonyana. The Speakers
Office will at material times ensure good governance through political oversight functions that is efficient
and effective in order to hold the administration accountable so that the elected officials can also account
to their constituencies and people who voted us in to political office bearer positions.

The other key stakeholder that | am committing this office to work with closely are the labour unions
recognised in this institution and the ward committees who are our eyes and ears on the ground. Together
as team we will take our municipahlity forward and make it an employer of choice as envisioned in the
2030 plan of Government in the National Development Plan.

According to the gazette the Mayor and Speaker are full-time but the full-time position of the Speaker is
subjected to change in terms of the Division of Revenue Bill. The Speaker will facilitate the nomination
and process of the Executive Committee In terms of section 43 of the Local Government: Municipal
Structures Act; 117/98. The procedure set out in the schedule 3 of the Structures Act applies to the election
of the Executive Committee.

The Speaker call for the nomination of candidate for Executive Committee members and presides over
the election of Exco in terms of the proce4dure of Schedule 3 of the Structures Act 117 of 1998.
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MPAC must be established in terms of section 79 of the Municipal Structure Act and the Municipal Finance
Management Act, Act 56 of 2003 to serve as an oversight committee to exercise oversight over the
Executive obligations of Council. The purpose of establishment MPACs is to ensure that municipal
resources are used efficiently and effectively. By so doing, the MPAC would help to increase council and
public awareness of the financial performance issues of the municipality.

The MPAC shall comprise of councillors excluding any councillor who is serving as Mayor, Speaker, Chief
Whip and a member of the Executive Committee. However, council may invite representatives of the
community and co-opt members of the public who have expertise in relevant specific fields to assist and
advice in the deliberations when the need arise. These representatives will have no voting rights as they
are not elected councillors.
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COUNCIL OF

)} GA-SEGONYANA
o s cuir LOCAL MUNICIPALITY 5,55 55 o

B

ClIr. Bothoboile Modise Cllr. Neo Disipi ClIr. William Aucamp Clir. Lesangkgang Moagi

CllIr. Keamogetse Madikiza
Ward 8 Councillor & Ward 2 Councillor & Ward 5 Councillor & Ward 1 Councillor & Chairperson MPAC
Chairperson of IDP Chairperson of Finance ~ Chairperson of Human Resource  Chairperson of Community ~ Ward 3 Councillor (ANC
Standing Committee Standing Committee Standing Committee Services Committee
(ANC) (ANC) (ANC) (DA)

Clir. Lea Nelson  Clir. Olebogeng Leserwane  Clir. Nomsa Thupaemang Cllr. Goitsemang Assegaai Cllr. Lebogang Moseki
PR Councillor (DA) PR Councillor (EFF) PR Councillor (COPE) PR Councillor (ANC) PR Councillor (ANC)

ClIr. Sylvia Bloem Clir. Barend Eiman ClIr. Lebogang Makoke Cllr. Goitseone Mntuyedwa Clir. Dineonyane Mpata
PR Councillor (ANC) ~ Ward 13 Councillor (ANC) ~ Ward 14 Councillor (ANC) Ward 4 Councillor (ANC) Ward 6 Councillor (ANC)

i

ClIr. Keolebogile Makwati  Clir. Oldridge Mathibe  Clir. Kcnten njeruba Clir. Nkagiseng Ngesi Clir. Boratwaemang Leserwane
Ward 7 Councillor (ANC) PR Councillor (DA) Ward 11 Councillor (ANC) Ward 12 Councillor (ANC) Ward 9 Councillor (ANC)

Clir. Itumeleng Tshetsh ogwe Cllr. Malebogo Disang  Cllr. Mosamiemang Reetsang  Cllr. Matshidiso Galeboe CllIr. Keabetswe Chweu
Ward 10 Councillor (ANC) PR Councillor (EFF) PR Councillor (EIF) PR Councillor (EFF) PR Councillor (EFF)

27



Vision: Progressive Sustainable Development. Ga-Segonyana-the stream of life.

POLITICAL DECISION-TAKING

The functions of the Mayor are set out in the Municipal Structures Act. The mayor is elected by the
Municipal council to co-ordinate the work of the Municipality. The Mayor is the political head of the
municipality and is expected to provide the required leadership necessary to keep the municipality moving
in the proper direction. The mayor presides over meetings of the executive committee and performs
functions assigned to him or her by the municipal council or the executive committee. These duties include
any ceremonial duties. The Municipal Manager is directly accountable to the mayor. The mayor appoints
the municipal manager and heads of departments upon resolution of the council. One person may serve
a maximum of two consecutive terms as mayor in the same council.

The Constitution and Municipal Structures Act requires that every Council elects a Chairperson, who is
called The Speaker. The aim of the Office of the Speaker is to structure the two functions of a Municipal
Council, i.e. its legislative function and its executive function. The Speaker presides at meetings of the
Council and performs the duties and exercises the powers delegated to the Speaker. These duties include:

e Ensuring that Council meets at least quarterly;

e Maintaining order during meetings; must ensure;

e Ensuring compliance in the Council and Council committees with the Code of Conduct of
Councillors; and

e Ensuring that Council meetings are conducted in accordance with the rules and orders of the
Council.

The new system of local government represents a paradigm shift from the old system since it incorporates
a vision of a developmental local government system. The Office of the Chief-Whip was established to
create synergy and to maintain discipline among Councillors from various Political Parties. The Role of
the Chief-Whip of the Council covers both the political and administrative domains of Council with
emphasis on the political aspect.

The Chief-Whip has to ensure that relationships are constructive and focused on key issues that aimed at
improving the lives of the Ga-Segonyana residence. The Chief-Whip further acts as a link between the
Speaker, The Executive and the Administration. The Chief-Whip ensures that there is equitable
representation in Committees of Council. The Chief-Whip of the Council also serves as the Chief-Whip of
the ruling party and his responsibilities include the managements of the whippery of the ANC. It is also his
responsibility to chair the Caucus and ensure that members of the Party speak with one voice.
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2.2. ADMINISTRATIVE GOVERNANCE
GA-SEGONYANA LOCAL MUNICIPALITY MANAGERS

Edward Ntefang
Municipal Manager

Martin Tsatsimpe Pabalelo Sampson
Director Corporate Services  Director Community Services

Hendrik Smit Tshegofatso Jarvis
Director Infrustructure Chief Financial Officer
Services (Acting)

The Municipality appointed the new Chief Financial Offer on the 1st of June 2017.
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2.3DISTRICT INTEGOVERNMENTAL

DISTRICT INTERGOVERNMENTAL STRUCTURES
The role of a district intergovernmental forum is to serve as a consultative forum for the district municipality
and the local municipalities in the district to discuss and consult each other on matters of mutual interest,
including—
a) draft national and provincial policy and legislation relating to matters affecting local government
interests in the district;
b) the implementation of national and provincial policy and legislation with respect to such matters
in the district;
c) matters arising in the Premier’s intergovernmental forum affecting the district;
d) mutual support in terms of section 88 of the Local Government: Municipal Structures Act, 1998
(Act No. 117 of 1998);
e) the provision of services in the district;
f)  coherent planning and development in the district;
g) the co-ordination and alignment of the strategic and performance plans and priorities, objectives
and strategies of the municipalities in the district; and
h) any other matters of strategic importance which affect the interests of the municipalities in the
district.
A district intergovernmental forum may refer a matter arising in the forum to—
a) the Premier’s intergovernmental forum; or
b) any other provincial intergovernmental forum established in terms of section

‘2.4 PUBLIC MEETINGS
COMMUNICATION, PARTICIPATION AND FORUMS

The municipality involve or communicate with our communities in its affairs by means of public
advertisement (in local newspapers and local radio station) of the Integrated Development Plan and
Service Delivery and Budget Implementation Plan, as well as its performance plans with specific reference
to the Annual Report. The municipality also advertise the activities of the Oversight Report and invite
participation from the communities.

The community also participate through the structures of the IDP Representative Forum and the
IDP/Budget community consultative roadshows that we conduct annually. The IDP Rep Forums are held
four times per annum, IDP/Budget community consultation road shows two times per annum. The purpose
of these meetings is to involve community in the Review of IDP and to come up with the issues relating to
service delivery. All Councillors, Management, Directors of sector departments, Traditional Leaders,
Community Based Organisations (CBO), Non-Government Organisation (NGO's), Faith Based
Organisation, Ward Committee Secretaries, Community Development Workers (CDW'’s) and Advocacy
Groups forms part of the IDP Rep Forum. And all the community members form part of the IDP/Budget
community consultative meetings. Politicians and managers also conduct public engagement session
when new or reviewed by-laws, policies, strategic or sector plans and strategies are considered.
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All the council approved (Draft IDP, IDP and Annual Report) documents are placed on the municipal

website.
Public Meetings
Nature and | Date of Number of Number of Number of | Issue Dates and manner of feedback given
purpose of | events Participating | Participating Community | addressed | to community
meeting Municipal Municipal members (Yes/No)
Councillors | Administrators | attending
RDP 13-10- 1 0 57 Yes The ward of ward 2 councillor explained
beneficiaries | 2016 to the community about 100 youth to be
Community trained by COGHTA for RDPs that will be
meeting built in the ward.
Toilets 25-09- 1 0 127 Yes The ward councillor of ward 3 informed
project 2016 the community to identify the toilets in
Community poor conditions to be replaced with new
meeting toilets.
Water project | 29-09- 1 0 82 Yes The ward councillor of ward 4 informed
Community | 2016 the community about the water project
meeting that will come in the ward and how will
the hiring be done.
Ward 26-10- 1 0 47 No The councillor of ward 5 confirmed with
challenges 2016 the community that he will raise all the
community challenges with the municipality for
meeting assistance.
Electrification | 27-09- 1 0 74 No The ward councillor of ward 7 confirmed
Community 2016 with the community that there are several
meeting houses that needs to be electrified and
Eskom is aware of that
Water taps 31-10- 1 0 98 yes The ward councillor of ward 8 met with
vandalization | 2016 the chieftaincy to alert them about the
community vandalized taps in the ward and how it
meeting should be addressed
Introduction | 30-08- 1 0 25 Yes The ward councillor of ward 9 introduced
of new 2016 the new contract to the community and
contract told the community the hiring will be done
community in a community meeting.
meeting
Tavern 19-09- 1 0 32 No The community of ward 10 still awaits the
restriction 2016 ward councillor to give them feedback on
community the restrictions of taverns in ward 10.
meeting
RDP 22-09- 1 0 104 No The ward councillor of ward 13 explained
beneficiaries | 2016 to the community that according to the
Community RDP houses list, preference will be given
meeting to elderly people.
Councillor 15-09- 1 0+ 6 yes The ward of ward 14 councillor promised
intervention | 2016 the family that the matter of their living
meeting conditions will be taken into attention
soon.
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Public Meetings

Nature and | Date of Number of Number of Number of | Issue Dates and manner of feedback given
purpose of | events Participating | Participating Community | addressed | to community
meeting Municipal Municipal members (Yes/No)
Councillors | Administrators | attending
lllegal 2-02-2016 | 1 0 105 yes The ward councillor of ward 4 confirmed
electricity with the community that the matter of
connection illegal electricity connection will be dealt
community with soon
meeting
Challenges 30-01- 1 0 72 Yes The ward councillor of ward 5 told the
community 2017 community that the challenges they
meeting raised will be addressed with relevant
department in the municipality.
Challenges 15-02- 1 0 87 Yes The councillor of ward 8 told the
community 2017 community that the challenges raised by
meeting them will be addressed.
Ward 22-02- 1 0 73 yes The ward councillor of ward 9 introduced
committee 2017 the ward committee to the communities.
introduction
community
meeting
School 11-01- 1 0 14 Yes The ward councillor of ward 11 met with
challenges 2017 the HODs of the school and confirmed
community with them that the challenges they raised
meeting with her will be dealt with soon.
2.5 IDP PARTICIPATION AND ALIGNMENT

IDP Participation and Alignment Criteria* Yes/No

Does the municipality have impact, outcome, input, output indicators? Yes

Does the IDP have priorities, objectives, KPIs, development strategies? Yes

Does the IDP have multi-year targets? Yes

Are the above aligned and can they calculate into a score? Yes

Does the budget align directly to the KPIs in the strategic plan? Yes

Do the IDP KPIs align to the Section 57 Managers Yes

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? Yes

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes Yes

Were the indicators communicated to the public? Yes

Were the four quarter aligned reports submitted within stipulated time frames? Yes
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OVERVIEW OF CORPORATE GOVERNANCE

The Local Community needs to trust that their Municipality and Municipal Management will do what is in
their best interest and on the other hand Municipal Management must listen to what its communities need
through public participation.

Good corporate governance should factor local governments levels of legislative compliance with
executive-level compliance focused on establishing consistency and standards as an embedded process.
Quarterly performance reports are compiled and submitted to Internal Audit for auditing and the reports
are submitted to Council Committees. The reports give the progress on Municipal projects.

Risk assessment and management processes are key to effective governance hence the municipality
constantly monitors risks to ensure efficiency. Departments submit quarterly operational and strategic risk
management progress reports.

Financial position of the Municipality is reported on a monthly and quarterly basis to National and
Provincial Treasury as well as Municipal Council. On an Annual basis the Municipality produces Annual
Financial Statements which, together with the Annual Performance Report are audited by the Auditor
General. The Municipality is making use of shared Audit services based at the District Municipality.

2.6  SUPPLY CHAIN MANAGEMENT

OVERVIEW SUPPLY CHAIN MANAGEMENT

Note: MFMA section 110 - 119; SCM Regulations 2005; and relevant MFMA circulars set out required
processes and guidance manuals to help ensure that SCM arrangements provide appropriate goods and
services, offer best value for money and minimize the opportunities for fraud and corruption.

The Supply Chain Management Policy has been approved by the Municipal Council. According to this
approved policy and the National Treasury Regulations, this policy needs to be reviewed annually by the
accounting officer and proposals for amendment must be submitted to Council. Since the initial adoption,
the policy was last amended on 30th May 2017, item Appendix H. The amended policy came into effect
on 01st July 2017.

The Preferential Procurement Regulations, 2017 became effective on 01st April 2017. The new
Regulations were implemented by Ga-Segonyana Local Municipality as from 01st April 2017.
Changes that has been introduced by the new regulations has been incorporated in the amended SCM

policy.

Central Supplier Database vs. Municipal Suppliers Database
With effect from 01st July 2016 the municipality practiced procurement processes which had to be in line
with the introduction of the Central Supplier Database (CSD) For Government.

All bidders / suppliers have to be registered on the CSD before the supplier can be considered to do
business with the municipality. Since the municipal accounting system (MunSoft) is not linked to the CSD
system, suppliers are requested to still apply to be suppliers in the municipal database. The CSD however
supersede the internal database.
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The CSD implementation has assisted the processes of supply chain in that the report can be generated
on a real-time basis, which can indicate the following:

The Tax Status of the Supplier

The B-BBEE Status Level Contribution of the Supplier.

The Banking Details of the Supplier.

The owners/ director’s shareholding

Declaration in relation to the employment in the organ of state

Bid Committees are composed in accordance with the Policy, a system of Bid Committees has been
established.

Bid Specification Committee
Bid Specification Committee is established for each individual bid and approved by the Municipal Manager,
and meet on an ad hoc basis to deal with the drafting of specification as and when required; with the
assistance from the SCM Unit.

The composition of the Bid Specification Committees is as follow:
e Atleast one SCM practitioner.
e At least one official from the user department.
e The external expert where necessary.

Bid Evaluation Committee (BEC):
The following are the members of the Bid Evaluation Committee as appointed by the Municipal Manager:

e Mr. Hendrik Smit Director: Technical Services (Chairperson)
e Mr. Boitumelo Sechogel ~ Manager: SCM Member/ Secretariat
e Mr. Baganne Choche Senior Town Planner Member
e Mr. Roony Pule Manager: Legal and Compliance Services ~ Member
e Mr. Ambrose Keetile Manager: Waste Management Member
e Mrs. Tshegofatso Jarvis  Dep CFO Member
BEC Meeting:

The meeting of the BEC has no specific dates or days. Meetings are convened on an as and when required
basis. Challenges faced by the sitting of the BEC meeting is that the members are not always available
on that required date.

Bid Adjudication Committee (BAC):
The Bid Adjudication Committee is a standing committee comprising of the following members

e Mr. Kagiso Noke Chief Financial Officer Chairperson

e Mrs. Pabalelo Sampson Director: Community Services Member

e Mr. Tafita Sehloho Manager: Expenditure Accountant Member

e Mrs. Onalenna Ruiter Procurement Officer Member/
Secretariat

e Mrs. Gloria Monchwe Manager: PMU Member
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By-laws Introduced during 2016/2017

Newly Developed Revised Public Dates of By-Laws Date of

Participation Public Gazetted* | Publication
Conducted | Participation | (Yes/No)

Prior to
Adoption of

By-Laws

(Yes/No)

25/05/17 until
None 10 | No 23/06/17 | No N/A

BAC Meeting

The meeting of the BAC has no specific dates or days. Meetings are convened on an as and when required
basis which are heavily dependent on the submission from the BEC. Challenges faced by the sitting of
the BAC meeting is that the members are not always available on that required date as well.

Regulation 32
The municipality in the recent past has relied on the use of tender processes by other organ of state.

Contract and Contract Management
The Office of Legal and Compliance under the Directorate of Corporate Services is in charge of drafting
of Service Level Agreements.

e Form MBD 7.1 for the supply and delivery of goods;

e Form MBD 7.2 for the rendering of services;

e Formal SLA for any goods and services (other than construction related contracts) which is not of
a once-off nature and for which the level of service needs to be prescribed and monitored.

Managing of Performance of Contractors

Itis a requirement in terms of section 116 (2)(b) of the MFMA that the accounting officer must be in writing
stipulate the terms and conditions of the contract or agreement, which must include provision providing
for the termination of the contract or agreement in the case of non-performance, dispute resolution
mechanisms to settle dispute between the parties.

The municipality has a project management unit which is tasked with the evaluation and monitoring of
infrastructure projects.

2.7 BY-LAWS

COMMENT ON BY-LAWS:
Reviewed By-laws were taken to Council and approved on the 28/09/17 and they will be gazetted after
restructuring of fines at Magistrate Court.
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2.8  WEBSITES

Municipal Website: Content and Currency of Material

Documents published on the Municipality's / Entity's Website Yes / No Publishing Date

Current annual and adjustments budgets and all budget-related documents yes 08/02/2017

All current budget-related policies yes 03/06/2017

The previous annual report (2015/2016) no

The annual report (2016/2017) published/to be published yes 08/02/2017

All current performance agreements required in terms of section 57(1)(b) of

the Municipal Systems Act (2016/2017) and resulting scorecards yes 19/01/2017

All service delivery agreements (2016/2017) Yes 13/04/2017;13/04/2017;13/04/2
017;04/07/2017;04/07/2017;04/
07/2017;07/04/2017,07/04/2017

All long-term borrowing contracts (2016/2017) no

All supply chain management contracts above a prescribed value (give value) 05/10/2017;13/04/2016;07/04/2

for 2016/2017 yes 017;

An information statement containing a list of assets over a prescribed value

that have been disposed of in terms of section 14 (2) or (4) during

2017/2018 no

Contracts agreed in 2016/2017 to which subsection (1) of section 33 apply,

subject to subsection (3) of that section no

Public-private partnership agreements referred to in section 120 made in

2016/2017 no

All quarterly reports tabled in the council in terms of section 52 (d) during 17/01/2017;24/07/2017,05/05/2

2016/2017 yes 017;16/10/2017

COMMENT MUNICIPAL WEBSITE CONTENT AND ACCESS:

Personal computers have not been placed in a public space to access council web-based information. An
old computer will be identified so that it can be fixed up and used for access to the public. The municipality
hasn’t measured hits on its website, and will put in a script that will count hits on the website.
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Chapter 3
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INTRODUCTION

The Municipality implemented grant funded service delivery projects across various Wards in the Financial
Year 2016/17. A 4,1km surfaced link road was completed between Vergenoeg and Batlharos. Another
4,6km surfaced link road was completed between Vergenoeg and Maruping. Mandela Road (2,055km) in
Maruping was also commenced with, and is still under construction. A total of eight hundred and eighty-
six (886) VIP units were also provided in Ditshoswaneng, Bankhara-Bodulong and Magojaneng. A total of
one thousand two hundred and eighty-two (1282) households were provided with access to basic water
(200m radius standpipes) in Mapoteng, Mokalamosesane and Ditshoswaneng.

INTRODUCTION TO BASIC SERVICES

There are major shortfalls on all basic services, namely: Water, Sanitation, Electricity and Roads. The
major challenge is the availability of funding and the constant influx of people into the Municipality. Water
is being provided at the RDP Standard of 200m radius, subject to the availability of water sources.
Sanitation is being provided by means of VIP toilets. Electricity provision is being undertaken by ESKOM
for the rural areas, while Wrenchville, Kuruman and Bakhara-Bodulong are provided by the Municipality.
As far as roads are concerned, surfaced access roads and bus routes are being developed by the
Municipality. The Municipality is also maintaining the existing gravel roads in the villages, but does not
have much success due to financial constraints. Grant funding remains the only source of funding for the
delivery of basic services.

3.1, WATER PROVISION

INTRODUCTION TO WATER PROVISION

The Municipality is the Water Service Authority (WSA) for the entire Municipal Area. It serves as the water
service provider for Kuruman, Wrenchville and Bankhara-Bodulong. The rural areas, including
Mothibistad, are serviced by Sedibeng Water as the appointed Water Service Provider for Ga-Segonyana
Local Municipality. The Municipality depends entirely on underground water sources for its domestic,
agricultural and commercial consumption. To date a total of twenty-two thousand seven hundred and
ninety-three (22793) rural households have benefitted from the supply of water services. The
Municipality's blue drop status is at 73%.

Total Use of Water by Sector (cubic meters)

Agriculture Forestry Industrial Domestic e D
water losses
2015/2016 241955 0 136955 2032186 10
2016/2017 241955 0 136955 2032186 12

2
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Water use by Sector
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COMMENT ON WATER USE BY SECTOR:

The Municipality is the main supplier of water for domestic and industrial use. This excludes people who
get water supply through boreholes in their premises and the provision of water for agricultural use by the
Department of Agriculture. As small percentage of agricultural small holdings in Kuruman get their water
supply from the Municipality. Water produced and sold is significantly affected by the extreme losses as
a result of the damage to the Kuruman Reservoir. However, the Municipality is currently constructing a
new 24megalitre water reservoir to reduce the water losses. Despite this challenge, the Municipality has
been able to supply water consistently to all the concerned sectors for consumption. The Municipality also
experiences losses or unaccounted-for water through the illegal extraction from fire hydrants and illegal
water connections.
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Water Service Delivery Levels

Households
201?;/201 20145/201 201%/201 2016/2017
Description
Actual Actual Actual Actual
No. No. No. No.
Water: (above min level)
Piped water inside dwelling 5 5 6 6
Piped water inside yard (but not in dwelling) 5 5 6 6
Using public tap (within 200m from dwelling) 8 8 9 10
Other water supply (within 200m) - - - -
Minimum Service Level and Above sub-total 17 19 21 22
Minimum Service Level and Above Percentage 70% 70% 70% 65%
Water: (below min level)
Using public tap (more than 200m from dwelling) 8 8 9 10
Other water supply (more than 200m from dwelling - - - -
No water supply 2
Below Minimum Service Level sub-total 8 8 9 12
Below Minimum Service Level Percentage 30% 30% 30% 35%
Total number of households* 25 26 30 34
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Households - Water Service Delivery Levels below the minimum
Households
Description 20132014 | 201412015 201%’201 2016/2017
Original | Adjusted
Actual Actual Actual Budget Budget Actual
No. No. No. No. No. No.
Formal Settlements
Total households 1 1 27 27 27 27
Households below minimum service level 1 1 2 2 2 2
Proportion of households below
minimum service level 100% 100% 7% 9% 9% 9%
Informal Settlements
Total households 1 1 2 2 2 2
Households ts below minimum service
level 1 1 2 2 2 2
Proportion of households ts below
minimum service level 100% 100% 100% 100% 100% 100%
Access to Water
80
70
60
50
40 M Year-2
30
20 Year -1
10 M YearO
0
Proportion of Proportion of Proportion of
households with access households with access householdsreceiving6
to water points* to piped water klfree#

COMMENT ON WATER SERVICES PERFORMANCE OVERALL:

The Municipality endeavours to provide a basic level of access to water for its residents at the RDP
Standard of 200m radius. In other circumstances residents have been able to make use of the services of
Sedibeng Water to attain yard and ultimately house connections. The biggest challenge in water provision
is the ever-increasing backlogs, which result from the illegal occupation and allocation of stands in the
rural areas. This makes it difficult for the Municipality to plan for the complete eradication of water backlogs
in the Municipality
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3.2 WASTE WATER (SANITATION) PROVISION

INTRODUCTION TO SANITATION PROVISION

In its efforts to eradicate sanitation backlogs, the Municipality has embarked on a three-year programme
with the appointment of a dedicated service provider. This makes it easier to deliver the construction of
VIP units across the Municipality. Out of the existing Municipal settlements, Wrenchville, Mothibistad,
Kuruman and parts of Bankhara-Bodulong have access to full water borne sanitation. The rest of the
settlements in the Municipality are receiving VIP sanitation

Sanitation/Sewerage: (above
minimum level) - Year 1
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Access to Water
30000
25000
20000
15000
10000 l M Year -2
5000 Year -1
0 - i B Year O
Proportion of Proportion of Proportion of
households with households with  households receiving
access to water  access to piped water 6 kl free#
points*
Employees: Water Services
2015/2016 2016/2017
Employees Posts Employees Vacancies Vacancies (as a % of
Job Level (fulltime total posts)
equivalents)
No. No. No. No. %
0-3 16 5 16 5 100%
4-6 0 0 0 0 0%
7-9 0 0 0 0 0%
10-12 3 1 3 1 100%
13-15 1 0 1 0 0%
16-18 1 0 1 0 0%
19-20 0 0 0 0 0%
Total 21 6 21 6 100%
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Financial Performance 2016/2017: Water Services

R'000
2015/2016 2016/2017
Details Actual Original Budget Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 0 42287400 1436400
Expenditure:
Employees 0 3296100 348127 2795041 -18%
Repairs and Maintenance 0 22850600 2435350 20997297 -9%
Other 0 0 0 0 0%
Total Operational Expenditure 0 26146700 2783477 23792339 -10%
Net Operational Expenditure 0 -16140700 1347077 23792339 168%
Capital Expenditure 2016/2017:
Water Services
R' 000
2016/2017
f f Budget Adjustment Actual Variance Total Project
Capital Projects Budget Expenditure | from original Value
budget
Total All 105045403 1388886 102928180 2%
Maruping/Batlharos: External and
Water distribution: Phase Two 6833838 -265121 6568717 -4% 49406360
Construction of Seven Miles Bulk
water supply phase 2 10094973 2305963 10593943 5% 12400936
Mapoteng water network
extensions 11100862 499528 7752225 -43% 11600390
Mokalamosesane bulk water
supply 8360000 0 7387389 -13% 19257272
Ditshoswaneng water extention
network: phase 2 5041140 227460 4800372 -5% 5268600
Ga-Sebolao water supply phase 2
(Retention 15/16 FY project) 0 178100 178100 0% 178100
Thamoyanche water supply phase
2 (Retention 15/16FY project) 0 147372 147372 0% 147372
WS0S 12051395 471810 9857126 -22% 12523205
Kuruman Bulk Water Reservoir
Complex 12167149 0 7491325 -62% 130000000
WSOS (Retention 15/16 FY) 0 92281 92281 0% 92281
Total project value represents the estimated cost of the project on approval by council (including past and
future expenditure as appropriate.
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COMMENT ON WATER SERVICES PERFORMANCE OVERALL:

The Municipality endeavours to provide a basic level of access to water for its residents at the RDP
Standard of 200m radius. In other circumstances residents have been able to make use of the services of
Sedibeng Water to attain yard and ultimately house connections. The biggest challenge in water provision
is the ever-increasing backlogs, which result from the illegal occupation and allocation of stands in the
rural areas. This makes it difficult for the Municipality to plan for the complete eradication of water backlogs
in the Municipality.

13.2  WASTE WATER (SANITATION) PROVISION
INTRODUCTION TO SANITATION PROVISION

In its efforts to eradicate sanitation backlogs, the Municipality has embarked on a three-year programme
with the appointment of a dedicated service provider. This makes it easier to deliver the construction of
VIP units across the Municipality. Out of the existing Municipal settlements, Wrenchville, Mothibistad,
Kuruman and parts of Bankhara-Bodulong have access to full water borne sanitation. The rest of the
settlements in the Municipality are receiving VIP sanitation.

Sanitation/Sewerage (above minimum level): Year 0
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Sanitation Service Delivery Levels
*Households
T 2013/2014 | 2014/2015 | 2015/2016 | 2016/2017
escription Outcome | Outcome | Outcome Actual
No. No. No. No.
Sanitation/sewerage: (above minimum level)
Flush toilet (connected to sewerage) 9 9 9 9
Flush toilet (with septic tank) - - - -
Chemical toilet - - - -
Pit toilet (ventilated) - 0 1 2
Other toilet provisions (above min.service level) - - - -
Minimum Service Level and Above sub-total | 9 10 11 11
Minimum Service Level and Above
Percentage 100.0% 100.0% 100.0% 82.3%
Sanitation/sewerage: (below minimum level)
Bucket toilet - - - -
Other toilet provisions (below min.service level) - - - -
No toilet provisions - - - 2
Below Minimum Service Level sub-total - - - 2
Below Minimum Service Level Percentage 0.0% 0.0% 0.0% 17.7%
Total households 9 10 11 13
*Total number of households including informal settlements
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Households - Sanitation Service Delivery Levels below the minimum

Households
2013/2014 | 2014/2015 | 2015/2016 2016/2017
e Original | Adjusted
Description Actual Actual Actual Budget Budget Actual
No. No. No. No. No. No.
Formal Settlements
Total households 9 9 9 10 10 10
Households below minimum service
level - - - |- - -
Proportion of households below
minimum service level 0% 0% 0% 0% 0% 0%
Informal Settlements
Total households 17 17 18 18 18 18
Households below minimum service
level 2 2 2 2 2 2
Proportion of households below
minimum service level 13% 13% 13% 13% 13% 14%
T3.24
Employees: Sanitation Services
2015/2016 2016/2017
Employees Posts Employees Vacancies (fulltime Vacancies
Job Level equivalents) (as a % of
total posts)
No. No. No. No. %
0-3 28 5 16 5 100%
4-6 0 0 0 0 0%
7-9 1 0 0 0 0%
10-12 3 1 3 1 100%
13-15 1 0 1 0 0%
16-18 1 0 1 0 0%
19-20 0 0 0 0 0%
Total 34 6 21 6 100%
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Financial Performance 2016/2017: Sanitation Services

R'000
2015/2016 2016/2017
. Actual Original Budget Adjustment Actual Variance to
Details
Budget Budget
Total Operational Revenue 0%
Expenditure:
Employees 3249526 3754823 24674 3521308 1%
Repairs and Maintenance 7245952 2000300 760000 2460590 19%
Other 0 0 0 0 0%
Total Operational Expenditure 10495479 5960352 954674 10154596 41%
Net Operational Expenditure 10495479 15506748 654674 18180978 15%
Capital Expenditure 2016/2017: Sanitation Services
R' 000
2016/2017
Budget Adjustment Actual Variance Total Project
. . Budget Expenditure | from original Value
Capital Projects budget
Total All 17520063 14792615 -18%
Rural Sanitation programme 8786187 7026506 -25% 130610879
Rural sanitatioin programme: Bankhara
Bodulong and Ward 7 8733876 7766109 -12% 87333876

COMMENT ON SANITATION SERVICES PERFORMANCE OVERALL:
The Municipality has enrolled on the rural sanitation programme funded by MIG amounting to R212m
for a period of Syears, of which the implementation commenced in 2015. To date a total of 2828 units
have been delivered, with an expenditure of R42,2m. The existing Kuruman Waste Water Treatment
Works and the Mothibistad Oxidation Ponds have currently reached capacity due to the growth of both
areas. The upgrading and refurbishment of the Kuruman Waste Water Treatment Works and Mothibistad
Oxidation Ponds is scheduled to commence in the 2018/'19 financial year. The business plan has been

approved.
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3.3ELECTRICITY

INTRODUCTION TO ELECTRICITY

The Municipality is the electricity provider for Kuruman, Wrenchville and Bankhara-Bodulong. The rural
areas including Mothibistad are being serviced and provided by ESKOM. The Municipality has submitted
business plans for the upgrading of bulk electrical infrastructure and network in order to meet the
electricity demands. The Municipality has submitted applications to ESKOM for the electrification of infills
and extensions in the rural areas, to address the backlogs resulting from the growth of the villages.
ESKOM is currently in the process of upgrading the Mothibistad Substation. The Department of Energy
is funding the upgrading of Moffat Substation, which is the main substation that will feed the electrification
of Bankhara-Bodulong and Wrenchville.

Electricity
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Electricity Service Delivery Levels

Households
2013/2014 2014/2015 2015/2016 2016/2017
Description Actual Actual Actual Actual
No. No. No. No.
Energy: (above minimum level)
Electricity (at least min.service level) 13 16 19 24
Electricity - prepaid (min.service level) - - - -
Minimum Service Level and Above sub-total 13 16 19 24
Minimum Service Level and Above
Percentage 100.0% 100.0% 100.0% 100.0%
Energy: (below minimum level)
Electricity (< min.service level) - - - -
Electricity - prepaid (< min. service level) - - - -
Other energy sources - - - -
Below Minimum Service Level sub-total - - - -
Below Minimum Service Level Percentage 0.0% 0.0% 0.0% 0.0%
Total number of households 13 16 19 24

Households - Electricity Service Delivery Levels below the minimum
Households
2013/2014 2014/2015 2015/2016 2016/2017
Description Actual Actual Actual S e Actual
Budget Budget
No. No. No. No. No. No.
Formal Settlements
Total households 13 16 19 24 24 24
Households below minimum
service level - - - - - -
Proportion of households below
minimum service level 0% 0% 0% 0% 0% 0%
Informal Settlements
Total households 2 2 2 2 2 2
Households ts below minimum
service level - - - - - -
Proportion of households ts
below minimum service level 0% 0% 0% 0% 0% 0%
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Employees: Electricity Services
2015/2016 2016/2017
Employees Posts Employees Vacancies Vacancies (as a %
Job Level (fulltime of total posts)
equivalents)
No. No. No. No. %

0-3 13 2 13 0 0%

4-6 0 0 0 0 0%

7-9 0 0 0 2 0%
10-12 4 0 4 0 0%
13-15 1 0 1 0 0%
16-18 1 0 1 0 0%
19-20 0 0 0 0 0%

Total 19 2 19 2 100%

Financial Performance 2016/2017: Electricity Services
R'000
2015/2016 2016/2017
Details Actual Original Adjustment Actual Variance to
Budget Budget Budget
Total Operational Revenue 0 0 0 0 0%
Expenditure:
Employees 4434196 220000 4862749 9%
Repairs and Maintenance 4525800 1164000 4965737 9%
Other 0 0 0 0 0%
Total Operational
Expenditure 0 91879442 2560563 85862109 -1%
Net Operational Expenditure 0 91879442 2560563 85862109 -1%
Capital Expenditure 2016/2017: Electricity Services
R' 000
2016/2017
Budget Adjustment Actual Variance Total Project
. . Budget Expenditure | from original Value
Capital Projects budget
Total All 3000000 500000 3507038 14%
Upgrading of Moffat
substation 3000000 500000 3507038 14% 280
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COMMENT ON ELECTRICITY SERVICES PERFORMANCE OVERALL:

The Municipality's electrical infrastructure is under significant pressure. There is limited funding to
address the challenges of ageing electrical infrastructure and network. The Municipality has lost
significant investment opportunities as a result of the unavailability of bulk infrastructure. The Municipal
operational budget is unable to cover upgrading requirements, and has been spent on the acquisition of
items such as transformers and cables to address short term challenges of periodic cut-offs which are a
consequence of the ageing infrastructure. Mining houses are not coming forth with funding to assist the
Municipality to upgrade its infrastructure and to address the electricity demand challenges.

3.4

WASTE MANAGEMENT (THIS SECTION TO INCLUDE: REFUSE COLLECTIONS,

WASTE DISPOSAL, STREET CLEANING AND RECYCLING)

INTRODUCTION TO WASTE MANAGEMENT

a)

Household refuse collection is done weekly in Kuruman town, Mothibistad and Wrenchville.
Business refuse collection is done on daily basis from Monday to achieve according to the
National standard for weekly Refuse Collection from every household by 2017.

Major successes achieved and challenges faced in 2017/2018. 13447 household refuse
collection was achieved 2016-2017 financial year. Challenges is that no refuse collection is done
in 33 villages of Ga-segonyana due to rural areas and insufficient capital and human resources
to cover the areas.

Progress made with waste disposal, street cleaning and recycling.

Waste disposal: Kuruman landfill site is licenced B33/2/441/9/P128

Street cleaning: Day and Night shifts street cleaning on daily basis

Recycling: Pickers collect recyclables from the Landfill site sort and sell them to private
companies.

Top 3 service delivery priorities: Households collection weekly, Business collection daily and
Garden refuse on call- out

The impact on refuse collection is to provide clean and healthy environment.

Measures taken municipality had 24 Learnership programme on Environmental Management
Practise for 12 months to improve performance and service delivery efficiency during the year
Cleaning Campaigns and Awareness programmes to combat littering and illegal dumping
Management and operation of landfill site is out-sourced to private service provider

52



Vision: Progressive Sustainable Development. Ga-Segonyana-the stream of life.

Solid Waste Service Delivery Levels

Households
Descriotion 2013/2014 2014/2015 2015/2016 2016/2017
P Actual Actual Actual Actual
No. No. No. No.
Solid Waste Removal: (Minimum level)
Removed at least once a week 2895 2685 2 846 13447
Minimum Service Level and Above sub-total 2895 2685 2 846 13447
Minimum Service Level and Above percentage | 50.9% 47.1% 51.5% 100.0%
Solid Waste Removal: (Below minimum
level)
Removed less frequently than once a week 655 547 565 -
Using communal refuse dump 865 846 487 -
Using own refuse dump 655 547 565 -
Other rubbish disposal 502 952 938 -
No rubbish disposal 112 123 124 -
Below Minimum Service Level sub-total 2790 3015 2678 -
Below Minimum Service Level percentage 49.1% 52.9% 48.5% 0.0%
Total number of households 5685 5699 5523 13

Employees: Solid Waste Management Services
2015/2016 2016/2017
Employees Posts Employees Vacancies | Vacancies (as a % of
Job Level (fulltime total posts)
equivalents)
No. No. No. No. %
0-3 1 1 1 0 0%
4-6 1 1 1 0 0%
7-9 1 1 1 0 0%
10-12 1 1 1 1 100%
13-15 7 7 7 1 14%
16-18 1 1 1 0 0%
19-20 42 42 42 6 14%
Total 54 54 54 8 15%

COMMENT ON WASTE MANGEMENT SERVICE PERFORMANCE OVERALL:
Management of Landfill site is a 3-year project with a budget of R9 Million, there is no variance with the
budget. There is no variation with the budget for the period of 3 years contract with the Service. The 3-
year contract of Management of Landfill site started 01 April 2016 project end 31 March 2019.
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3.5 HOUSING

INTRODUCTION TO HOUSING

Housing backlogs are a moving target, that is driven largely by people's socio-economic aspirations.
Housing backlogs are significantly impacted by the Municipality's spatial structure. The vastness of the
Municipal Area has put pressure on the main service center which is Kuruman, to house hundreds of
people that have over recent years migrated from their historical and traditional settlements situated
furthest from Kuruman. The settlement patterns of the Municipality are characterized by small pockets of
villages, that are often far from basic services and provide a challenge in responding to housing needs in
terms of the Breaking New Ground Policy Framework. For this purpose, the in-situ housing delivery
programme has been adopted, as it permits the construction of houses for beneficiaries in the villages
with little risk of displacement of the beneficiaries. This allows the Municipality to eradicate mud houses
and other informal structures, restoring our people's dignity. We have made use of the services of
Mosegedi & Associates, Segumotsi General Trading Enterprises and Tshilale Trading in our endeavors
to eradicate housing backlogs in our Municipality through the in-situ delivery programme. The fact that
the Provincial Department of Human Settlements has taken over the implementation of projects has
proven to be a challenge. Our role is currently only limited to beneficiary administration. This restricts the
Municipality from having full control over the delivery of housing. Delays in the payment of contractors’
claims has also impacted negatively on the delivery process. This results in a slow delivery of houses
and often leads to the abandonment of sites by contractors.

Percentage of households with access to basic housing
Year end Total households Households in formal Percentage of HHs in formal
(including in formal and informal settlements settlements
settlements)
2013/2014 25269 8875 35.1%
2014/2015 25774 9052 35.1%
2015/2016 26290 9234 35.1%
2016/2017 26816 9418 35.1%
Employees: Housing Services
2015/2016 2016/2017
Employees Posts Employees Vacancies | Vacancies (as a
Job Level (fulltime % of total
equivalents) posts)
No. No. No. No. %

0-3 0 0 0 0 0%

4-6 1 0 1 0 0%

7-9 2 1 2 0 0%

10-12 3 1 3 0 0%

13-15 2 0 2 0 0%

16-18 1 0 1 0 0%

19-20 0 0 0 0 0%

Total 9 2 9 0 0%
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Financial Performance 2016/2017: Housing Services

R'000
2015/2016 2016/2017
Details Actual Original Budget Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 0 0 0 0 0%
Expenditure:
Employees 0 3205173 262307 3448039 7%
Repairs and Maintenance 0 66590 11590 28326 -135%
Other 0 0 0 0 0%
Total Operational Expenditure 0 3271763 273897 3476365 6%
Net Operational Expenditure 0 3271763 273897 3476365 6%
R' 000
2016/2017
Budget Adjustment Actual Variance from Total Project
Capital Projects Budget Expenditure original budget Value
Total All 7700160 196 378 -2036979%
Bankhara-Bodulong 200 7700000 | 0| 128 | -6015525% 280

COMMENT ON THE PERFORMANCE OF THE HOUSING SERVICE OVERALL:

Overall performance has largely been impacted by the total seizure and implementation of housing
projects by Department of Human Settlements. Its therefore impossible to plan any project as we are fully
dependent on their delivery schedule and funding of projects, including the appointments of service

providers.
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3.6 FREE BASIC SERVICES AND INDIGENT SUPPORT

Free Basic Household Services
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3.7 ROADS
INTRODUCTION TO ROADS

The majority of the Municipal roads in the rural areas are gravel which requires upgrading to paved or
surfaced roads. Existing surfaced roads in Kuruman, Mothibistad and Wrenchville have aged and require
resealing and patching. Some existing gravel or collector roads in Ga-Segonyana are in a constant need
of maintenance due the high volumes of traffic and the damage caused by storm water runoff. The riding
quality deteriorates rapidly and requires regular grading and re-gravelling. This high maintenance
activities impact heavily on the Municipal operating budget. The Municipality is currently embarking on a
rural roads programme with an intention to pave the existing gravel roads. To date, a total of 31,7km of
paved and surfaced roads have been completed through this programme

Gravel Road Infrastructure

Kilometres

Total gravel New gravel roads Gravel roads Gravel roads Gravel roads
roads constructed surfaced paved graded/maintained
2014/2015 721 1,2 9,94 0 0
2015/2016 721 1,2 42 0 9,5
2016/2017 721 1,2 10,9 2,1 6
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Cost of Construction/Maintenance

R' 000
Gravel Surfaced & Paved
New Gravel - Tar Maintained New Re-worked Maintained
2014/2015 0 0 26074146.34 0 2957100
2015/2016 0 0 15600000 0 | 22372152.6
2016/2017 0 0 58601107.28 0 5565720
Road Infrastructure costs
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Road Service Policy Objectives Taken From IDP

Service Outline 2015/2016 2016/2017 2017/2018 | 2018/2019
Objectives Service
Targets Target Actual Target Actual Target
Service *Previous | *Current *Current *Current | *Following
Indicatets *Previous Year Year Year Year Year
Year
(i) (ii) (iii) (iv) (v) (vi) (vii) (viii) (ix) (x)
Service Objective xxx
Elimination of | Kilometers of | 9,9 kms 4,2 kms 4,2 kms 109kms | 10,9kms | 41km 7 kms 7 kms
gravel roads gravel roads | gravel gravel gravel gravel gravel (685 kms gravel gravel
in townships tarred roads roads roads roads roads gravel roads | roads roads
(Kilometers of | tarred tarred (711 | tarred tarred tarred remaining) tarred tarred (637
gravel road (711 kms gravel | (706 kms | (696 kms | (685 kms (644 kms | kms gravel
remaining) gravel roads gravel gravel gravel gravel roads
roads remaining) | roads roads roads roads remaining)
remaining) remaining) | remaining) | remaining) remaining)
Development | 41 kms of 9,9 kms 4,2 kms 4,2 kms 109kms | 109kms | 41kms 7 kms 7 kms
of municipal municipal
roads as roads
required developed
Employees: Road Services
2015/2016 2016/2017
Job Employees Posts Employees Vacancies (fulltime Vacancies (as a % of
Level equivalents) total posts)
No. No. No. No. %
0-3 1 0 0 0 0%
4-6 26 1 0 1 0%
7-9 3 0 0 0 0%
10-12 3 0 0 0 0%
13-15 1 0 0 0 0%
16-18 1 0 0 0 0%
19-20 0 0 0 0 0%
Total 35 1 0 1 100%
Financial Performance 2016/2017: Road Services
R'000
2015/2016 2016/2017
Details Actual Original Budget | Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 0 0 0 0 0%
Expenditure:
Employees 0 3296100 348127 2795041 -18%
Repairs and Maintenance 0 23131800 2710350 20997297 -10%
Other 0 0 0 0 0%
Total Operational Expenditure 0 26427900 3058477 23792339 1%
Net Operational Expenditure 0 26427900 3058477 23792339 -11%
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Capital Expenditure 2016/2017: Road Services
R' 000
Capital Projects 2016/2017
Budget Adjustment | Actual Variance Total Project
Budget Expenditure | from original | Value
budget
Total All 26860341 4495843 26758970 0%
Upgrading of the vergenoeg - Maruping 13594300 3274849 12643211 -8% 21185576
link road to bituminous standard
Upgrading of Mandela Drive to 4606298 4012714 8247736 44% 11322734
Mothibistad road
Upgrading of the vergenoeg - Batlharos 8659744 2791721 5868023 -48% 18972296
link road to bituminous standard

COMMENT ON THE PERFORMANCE OF ROADS OVERALL:

The Municipality has so far been addressing the roads backlog with the grant funding from MIG mainly
focusing in the rural areas. The mining houses have also assisted the municipality significantly with
regards to the eradication of potholes in the Municipal area. The district Municipality has also embarked
on a programme of assisting the locals with the ROADS Assets Management Plan to manage the roads
assets in order.

(3.8 PLANNING

INTRODUCTION TO PLANNING

Ga-Segonyana Local Municipality is part of the District Municipal Planning Tribunal. The district and its
three local municipalities (Ga-Segonyana LM which is part) have resolved to form a Municipal Planning
Tribunal for the district municipal area in line with Section 34 (2) of the Spatial Planning and Land Use
Management Act, 2013 (Act 16 of 2013). The District Municipal Planning Tribunal (DMPT) has been
established to assist the local municipalities in deciding on development applications. Each local
municipality has appeals tribunal i.e. its Council. The service level agreement was signed on the 18
September 2015 and published on Kathu Gazette (16 April 2016). The DMPT was published on the 25
April 2016 on Northern Cape Provincial Gazette (Vol. No. 2007) and Kathu Gazette on the 16 April 2016.
The table below captures the constitution of the DMPT.

Section 35 (3) of the Spatial Planning and Land Use Management Act, 2013 (Act 16 of 2013) requires
that a municipality must, in order to determine land use and land development applications in its area,
categorise development applications to be considered by the authorised official and those to be referred
to the Municipal Planning Tribunal.
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PLANNING AND DEVELOPMENT

The competitive advantage that Ga-Segonyana has in comparison to the other two Local Municipalities
in the District, is the vast tracts of land under the ownership of the Municipality which allows for planning
and integration of settlements through the spatial planning instruments of the Municipality. Since the
adoption of the SDF, Council has been engaged in a process of advancing land development initiatives
that are coherent with the SDF, namely in the integration of Wrenchville, Mothibistad and Kuruman
through the Galowe 5223 Development, the strengthening of the main public transport corridors (D325 &
D300) and the reinforcement of the Main Road Corridor with the approval of commercial developments
on Erf 5041 (Oasis Casino) and Erf 5247 (Ellecon Developments). Investors and developers alike have
responded positively to this progressive and vigilant approach to development by the Municipality through
the upgrading of the properties situated along the Main Road. We have noted with pleasure the newly
developed Ford dealership, the upgrading of the KFC, the office developments, changing of facades and
the development of a pedestrian and cycling pathway from the corner of De Jager and Main Streets,
stretching to Wrenchville. This auger well for a town needing revitalisation, and Council is leading this by
its commitment to advancing land development. Main Road is earmarked as a corridor in the SDF, where
commercial developments should be strengthened.

The Municipality continues to battle illegal land use activities, namely manifesting itself in: lllegal street
trading, illegal car washes, illegal seasonal traders in perishables, illegal guesthouses and overnight
accommodation including unauthorised building works. Despite the above challenges, the Municipality
continues to create an enabling environment for LED to flourish by recently approving the construction of
an SMME Hub on Erf 809, Kuruman. This exciting new project is being wholly funded and implemented
by ASSMANG Khumani Mine in partnership with the Municipality. It stems from the Social Labour Plan
commitments of the current cycle, which the mine is obliged to complete.

Applications for Land Use Development

Detail Formalisation of
Townships Rezoning Built Environment

2015/2016 | 2016/2017 | 2015/2016 | 2016/2017 2016/2017
Planning application received 0 0 3 5 0 0
Determination made in year of receipt 0 0 3 5 0 0
Determination made in following year 0 0 0 0 0 0
Applications withdrawn 0 0 0 0 0 0
Applications outstanding at year end 0 0 0 0 0 0
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Planning Policy Objectives Taken From IDP
Outline 2015/2016 2016/2017 2017/ | 2018/2019
Service 2018
Targets [ Target Actual | Target Actual Target
Servic *Previous | *Current *Curr | *Current | *Followin
Indicato *Previous Year Year ent Year g Year
S Year Year
(i) (ii) (iii) (iv) (v) (vi) (vii) (viii) (ix) (x)
Service Objective xxx
Determi | Approval Determina | Determi | Determina | Determina | Determinati | Deter | Determina | Determina
ne or tion within | nation tion within | tion within | on within 12 | minati | tion within | tion within
plannin | rejection 12 weeks | within 12 weeks | 12 weeks | weeks on 12 weeks | 12 weeks
g of all build 12 within
applicat | environme weeks 11
ion nt weeks
within a | applicatio
reasona | ns within a
ble 12 week
timesca | Reduction | 3 planning | 3 5% 5% 5 planning 4% No No
le in decisions | planning | planning planning decisions planni | planning planning
planning overturne | decision | decisions | decisions | overturned | ng decisions | decisions
decisions | d s overturne | overturne decisi | overturne | overturne
overturne overturn | d d ons d d
d ed overtu
rned
Employees: Planning Services
2015/2016 2016/2017
Employees Posts Employees Vacancies Vacancies (as a % of
Job Level (fulltime total posts)
equivalents)
No. No. No. No. %
0-3 0 0 0 0 0%
4-6 1 0 1 0 0%
7-9 1 1 1 0 0%
10-12 3 0 3 0 0%
13-15 2 0 2 0 0%
16-18 1 0 1 0 0%
19-20 0 0 0 0 0%
Total 8 0 8 0%
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Financial Performance 2016/2017: Planning Services

R'000
2015/2016 2016/2017
Details Actual Original Adjustment Actual Variance to
Budget Budget Budget

Total Operational Revenue 0 0 0 0 0%
Expenditure: 0

Employees 0 3205173 262307 3448039 7%

Repairs and Maintenance 0 3195127 2620790 5628632 43%

Other 0 0%

Total Operational Expenditure 0 6400300 2883097 9076671 29%

Net Operational Expenditure 0 6400300 2883097 9076671 29%

COMMENT ON THE PERFORMANCE OF PHYSICAL PLANNING OVERALL:

Physical Planning is not allocated any funding for capital projects. The Municipality is only playing an
administrative function in the coordination and facilitation of land development projects. The challenge
for physical planning remains the unsystematic allocations of land in the traditional areas, which create
service delivery backlogs for the Municipality. The Municipality is currently compiling the Spatial
Development Framework which will be linked to a capital investment framework for the basic service

delivery.
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13.9
| PLACES)

LOCAL ECONOMIC DEVELOPMENT (INCLUDING TOURISM AND MARKET

Jobs Created during 2016/2017 by LED Initiatives (Excluding EPWP projects)

Total Jobs created / Top 3 Jobs created Jobs Net total jobs Method of validating jobs
initiatives lost/displaced by created in year created/lost
other initiatives
No. No. No.
Total (all initiatives)
Attendance & Payment
2014/2015 210 0 210 | Registers
Attendance & Payment
2015/2016 141 0 141 | Registers
Attendance & Payment
2016/2017 153 0 153 | Registers
Attendance & Payment
Patching & Resealing of Potholes 68 0 68 | Registers
Attendance & Payment
Mapoteng Water Supply Phase 3 12 0 12 | Registers
Attendance & Payment
Mokalamosesane Water Supply 13 0 13 | Registers
Attendance & Payment
Seven Miles water supply 14 0 14 | Registers
Attendance & Payment
Rural Sanitation 14 0 14 | Registers
Upgrading of Gravel Roads: Attendance & Payment
Seoding 5 0 5 | Registers
Upgrading of Rural Roads: Attendance & Payment
magojaneng 5 0 5 | Registers
Construction of Seven Miles Attendance & Payment
Community Halls 15 0 15 | Registers
Attendance & Payment
Mandela Drive 7 0 7 | Registers

Job creation through EPWP* projects

EPWP Projects Jobs created through EPWP
projects
Details No. No.

2014/2015 13 210
2015/2016 11 153
2016/2017 9 141
* - Extended Public Works

Programme
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3.10 LIBRARIES; ARCHIEVES; MUSEUMS; GALLERIES; COMMUNITY FACILITIES;
OTHER (THEATRES, Z0OOS, ETC)

INTRODUCTION TO LIBRARIES; ARCHIEVES; MUSEUMS; GALLERIES; COMMUNITY FACILITIES

Eight (8) libraries are operational Four (4) libraries are structural libraries and others are container
libraries. One (1) library building was burned by Community of Wrenchville. 3 Container libraries at
Seoding Gasehubane and Seven Miles are used to provide service those communities that are living in
poverty.

SERVICE STATISTICS FOR LIBRARIES; ARCHIVES; MUSEUMS; GALLERIES; COMMUNITY
FACILITIES; OTHER (THEATRES, ZOOS, ETC)

. Total number of for Library visits: Statistics for the whole year: 41792

Financial Performance 2016/2017: Libraries; Archives; Museums; Galleries; Community Facilities; Other

R'000
2015/2016 2016/2017
Details Actual Original Adjustment Actual Variance to
Budget Budget Budget

Total Operational Revenue 1840221 2255690 232000 1840221 -23%
Expenditure:

Employees 3119514 3123878 0 3119514 0%

Repairs and Maintenance 2330076 2243000 232000 2330076 4%

Other 0 0 0 0 0%
Total Operational Expenditure 5449590 5366878 232000 2330076 -130%
Net Operational Expenditure 3609369 3111188 232000 3609369 14%

COMMENT ON THE PERFORMANCE OF LIBRARIES; ARCHIVES; MUSEUMS; GALLERIES;
COMMUNITY FACILITIES; OTHER (THEATRES, ZOOS, ETC) OVERALL:

Department of Sports Arts and Culture is funding the Library Services and projects. -One (1) largest
capital projects: Construction of Wrenchville Library with a budget of R3 Million without variation to the
budget received from Sasria Insurance for library that was burned by community of Wrenchville
- 5 year targets set out in the IDP schedule: Construction of new libraries at the following areas namely:
Kuruman library Magojaneng, Mapoteng,Ncweng and renovation at Bankhara/ Bodulong library.

|3.11 CEMETORIES AND CREMATORIUMS

INTRODUCTION TO CEMETORIES & CREMATORIUMS
a) Top 3 service delivery priorities and the impact you have had on them during the year
b) -Maintenance of 3 graveyards Ward 1(Kuruman), Ward 2(Bankhara)and Mothibistad Ward 3 and
digging of graves at Kuruman, Mothibistad and Wrenchville Cemeteries
c) -Fencing of Kuruman Cemetery completed
d) -Request for funding to fence and maintain cemeteries in rural areas
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e) -Thereis NO CREMATORIUMS available in our jurisdiction

SERVICE STATISTICS FOR CEMETORIES & CREMATORIUMS
Maintenance of 3 Cemetries: Ward 1(Kuruman),Ward 2(Bankhara)and Ward 3( Mothibistad) and digging
of graves at Kuruman, Mothibistad and Wrenchville Cemeteries.

Financial Performance 2016/2017: Cemeteries and Crematoriums

R'000
2015/2016 2016/2017
Details Actual Original Budget Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 196009 211790 20000 196009 -8%
Expenditure:
Employees 880420 1520383 537600 880420 -13%
Repairs and Maintenance 8848 111040 20000 8848
Other 0 0 0 0
Total Operational Expenditure 889268 1631423 557600 889268 -83%
Net Operational Expenditure 693259 1419633 537600 693259 -105%

Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the
difference between the Actual and Original Budget by the Actual.

COMMENT ON THE PERFORMANCE OF CEMETORIES & CREMATORIUMS OVERALL:

priority of the four largest capital projects include Maintenance of Kuruman ,Wrenchville and Mothibistad.
No variations from budget for net operating and capital expenditure. Year 5 targets set out in the IDP
schedule: Target is maintenance of cemeteries in 3 urban areas namely: Kuruman, Wrenchville and
Mothibistad.

a) Challenges at Cemeteries: No budget to maintain and fence cemeteries in 33 villages

b) NO BUDGET TO ERECT CREMATORIUMS

13.12  BIO-DIVERSITY; LANDSCAPE (INCL. OPEN SPACES); AND OTHER (EG.
| COASTAL PROTECTION)

INTRODUCTION BIO-DIVERSITY AND LANDSCAPE
a) -Security at Billy Duvenhage Nature Reserve and Maintenance of Parks.
b) -Top 3 service delivery priorities and the impact you have had on them during the year.
c) -Maintenance of parks in Kuruman, Wrenchville, Mothibistad, kagung, Seoding ,Maruping,
Batlharos and Gamopedi to support communities that are living in poverty for recreational
facilities.

SERVICE STATISTICS FOR BIO-DIVERSITY AND LANDSCAPE

*1 Nature reserve: Billy duvenhage Nature
*15 Parks in Gasegonyana jurisdiction
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Employees: Bio-Diversity; Landscape and Other
2015/2016 2016/2017
Employees Posts Employees Vacancies Vacancies (as a % of total
Job Level (fulltime posts)
equivalents)
No. No. No. No. %
0-3 0 0 0 0 0
4-6 0 0 0 0 0
7-9 0 0 0 0 0
10-12 1 1 1 0 0%
13-15 0 0 0 0 0
16-18 1 1 1 1 100%
19-20 6 6 6 7 117%
Total 8 8 8 8 100%
Financial Performance 2016/2017: Bio-Diversity; Landscape and Other
R'000
2015/2016 2016/2017
Details Actual Original Adjustment Actual Variance to
Budget Budget Budget
Total Operational Revenue 319055 140924 0 319055 56%
Expenditure:
Employees 518086 529184 17835 518086 2%
Repairs and Maintenance 24402 55000 20000 24402 -125%
Other 0 0 0 0
Total Operational
Expenditure 542488 584184 37835 542488 -8%
Net Operational
Expenditure 223433 443260 37835 223433 -98%

COMMENT ON THE PERFORMANCE OF BIO-DIVERSITY; LANDSCAPE AND OTHER OVERALL:

-Provision of security services at billy duvenhage nature reserve for 24 hours, (day & night shift)
-Maintenance of 15 parks and 4 stadiums in Ga-segonyana areas
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3.13 FIRE

INTRODUCTION TO FIRE SERVICES

The municipal fire services are operating on ad-hoc basis (office hours 07h30-16h30), and of which two
officials are on standby from their respective homes for any emergencies that might arise after hours.
The Staff component is fourteen (14) of which three are permanent and eleven (11) temporary

employees.

Service is based on three pillars namely:
a) -Firefighting & Rescue(Operations)
b) -Administration
c) -Fire Safety and Prevention

Municipal Fire Service Data
Details 2015/2016 2016/2017 2017/2018
Actual No. Estimate No. | Actual No. Estimate No.
Total fires attended in the year 86 40 86 40
Total of other incidents attended in the
year 105 40 105 40
3 Average turnout time - urban areas 50% 40% 40% 50%
4 Average turnout time - rural areas 40% 50% 40% 50%
5 | Fire fighters in post at year end 3 6 3 6
6 | Total fire appliances at year end 2 3 2 3
7 | Average number of appliance off the road
during the year 1 1 1
*eleven temporary fire fighters

To respond within the required response times as quoted from SANS Code of practice by building a fire
station and establish a fully fleshed service to operate on 24 hour /seven (7) days a week.

Employees: Fire Services

Job Level 2015/2016 2016/2017
Fire Fighte Employees Posts Employees Vacancies (fulltime Vacancies (as a % of total
equivalents) posts)
Administrators No. No. No. No. %
0-3 0 1 0 1 100%
4-6 1 1 1 0 0%
7-9 0 0 0 0 0
10-12 3 3 3 0 0%
13-15 0 0 0 0 0
16-18 0 0 0 0 0
19-20 11 11 11 0 0%
Total 14 15 14 1 7%
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Financial Performance 2016/2017: Fire Services

R'000
2015/2016 2016/2017
Details Actual Original Budget | Adjustment Actual Variance to
Budget Budget

Total Operational Revenue 52496 53000 3000 52496 -1%
Expenditure:

Fire fighters 1244867 2771985 1149529 1244867 -122%

Other employees 0 0 0 0

Repairs and Maintenance 123050 191800 30000 123050 -56%

Other
Total Operational Expenditure 1367917 2963785 1179529 1367917 -117%
Net Operational Expenditure 1315421 2910785 1176529 1315421 -121%

COMMENT ON THE PERFORMANCE OF FIRE SERVICES OVERALL.:

The fire station business plan was submitted to MIG for funding, as according to the IDP if the business
plan is funded, the project will commence from 2018 -2019 financial year. The priority to obtain funds for
this project to establish a fully fleshed fire station which will be beneficial to the community and the
municipality.

3.14 OTHER (DISASTER MANAGEMENT, ANIMAL LICENCING AND CONTROL,
CONTROL OF PUBLIC NUISANCES AND OTHER)

INTRODUCTION TO DISASTER MANAGEMENT, ANIMAL LICENCING AND CONTROL, CONTROL
OF PUBLIC NUISANCES, ETC

The disaster management function is part of the emergency services division and report to the director
community services. 3 top priorities: - Disaster management and social relief on affected families due to
fire, heavy rainfalls etc, disaster prevention and Disaster Awareness

a) -lmplementation of municipal by-law on public nuisances and animal licensing.

SERVICE STATISTICS FOR DISASTER MANAGEMENT, ANIMAL LICENCING AND CONTROL,
CONTROL OF PUBLIC NUISANCES, ETC

-Total number of Disaster management 105 incidents which occurred during the year

-Total number of fire 86 incidents which occurred during the year

-Implementation of municipal by-law on public nuisances and animal licensing.
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Employees: Disaster Management, Animal Licencing and Control, Control of Public Nuisances, Etc
2015/2016 2016/2017
Employees Posts Employees Vacancies Vacancies (as a % of
Job Level (fulltime total posts)
equivalents)
No. No. No. %
0-3 0 1 0 1
4-6 1 1 1 0 0%
7-9 0 0 0 0
10-12 0 0 0 0
13-15 0 0 0 0
16-18 0 0 0 0
19-20 0 0 0 0
Total 1 2 1 1 50%

Financial Performance 2016/2017: Disaster Management, Animal Licencing and Control, Control of Public

Nuisances, Etc

R'000
2015/2016 2016/2017
; Actual Original Budget Adjustment Actual Variance to
Details
Budget Budget
Total Operational
Revenue 49858 50000 0 49858 0%
Expenditure:
Employees 487905 408807 67332 487905 16%
Repairs and
Maintenance 2988 85900 60000 2988 -2775%
Other 0 0 0 0
Total Operational
Expenditure 490893 494707 127332 490893 -1%
Net Operational
Expenditure 441035 444707 127332 441035 -1%

COMMENT ON THE PERFORMANCE OF DISASTER MANAGEMENT, ANIMAL LICENCING AND
CONTROL OF PUBLIC NUISANCES, ETC OVERALL:
Although the budget is scrutinized on actual cost it can be safely said that an impact of any unplanned or
planned Emergency Exercise cannot be determined due to unforeseen circumstances e.g. severe
weather conditions

3.15 SPORT AND RECREATION

INTRODUCTION TO SPORT AND RECREATION

The municipality is maintaining four (4) Stadiums namely Wrenchville, Mothibistad, Batlharos and

Bankhara.

Top 3 service delivery priorities

a) Rental of the Stadium for sports activities and Festivals.
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b) Cutting grass and irrigation of lawn
c) Recreational activities like social gathering and year end parties and team building
Measures taken to improve performance and the major efficiencies achieved by your service during the

year.
a) Erection of palisades at Wrenchville Stadium
b) fixing ablution block at Mothibistad and Bankhara stadium
c) Challenges is vandalism at Sports facilities including swimming pool
d) Support given to those communities that are living in poverty.
e) Discount on rental of sports facillities and others renting on municipal tarrifs
Employees: Sport and Recreation
2015/2016 2016/2017
Employees Posts Employees Vacancies (fulltime | Vacancies (as a % of total
Job Level equivalents) posts)
No. No. No. No. %
0-3 1 1 1 0 0%
4-6 1 1 1 1 100%
7-9 1 1 1 1 100%
10-12 1 1 1 1 100%
13-15 1 1 1 1 100%
16-18 2 2 2 2 100%
19-20 13 13 13 3 23%
Total 20 20 20 9 45%
73233
Financial Performance 2016/2017: Sport and Recreation
R'000
2015/2016 2016/2017
Details Actual Original Budget Adjustment Actual Variance to
Budget Budget
Total Operational
Revenue 340652 445000 35000 340652 76%
Expenditure:
Employees 2767919 2839489 0 2767919 90%
Repairs and
Maintenance 162824 627800 310000 162824 25%
Other
Total Operational
Expenditure 2930743 3467289 310000 2930743 84%
Net Operational
Expenditure
Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the
difference between the Actual and Original Budget by the Actual. 739234
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R' 000
2016/2017

budget
Total All 12000000 12000000 0%
Project A 6000000 6000000 0% 6000000
Project B 6000000 6000000 0% 6000000
Project C
Project D
Total project value represents the estimated cost of the project on approval by council (including past and
future expenditure as appropriate. 73235

COMMENT ON THE PERFORMANCE OF SPORT AND RECREATION OVERALL:

a) Department of Environmental Affairs funded Batlharos and Gamopedi Greening project(Park) for
an amount of R12 Million.No variation has been done in terms of capital projects.Varience in
operating budget is due to insufficient funds available to perform duties and payment 24

temporary workers

b) targets set out in the IDP schedule can be attained within approved budget provision:
Maintenance of 4 Sports Grounds(Stadiums) Namely: Mothibistad, Wrenchville,Bankhara and

Batlharos.

c) 2 largest capital: Erection of Batlharos and Gamopedi Park: Greening project
d) Maintenance of 4 Sports Grounds(Stadiums) Namely: Mothibistad, Wrenchville,Bankhara and

Batlharos.

13.16

FINANCIAL SERVICES

INTRODUCTION FINANCIAL SERVICES
The financial services department has four sections namely Revenue and Debt collection unit, Supply
Chain, Expenditure and Payroll and Financial Management under leadership of Director Financial
Services. The department has about 40 employees including 5 Financial Management interns. Revenue
is derived from services rendered to Kuruman, Wrenchville and Mothibistadt. The municipality only
provides prepaid electricity to Bankhara Bodulong and sanitation and refuse services to Mothibistadt.
The bulk of the debt is for household property rates especially at Mothibistadt and Bankhara Bodulong
because of lack of payment. The municipality has appointed attorneys to deal with outstanding debt in

order to improve cash flow.
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Debt Recovery
R' 000
Details of the 2015/2016 2016/2017 2017/2018
tyPes B Actual Proportion | Billed in Actual for | Proportion | Estmated Estimated
raised and for of Year accounts of outturn for | Proportion of
recovered accounts | accounts billed in accounts accounts accounts
billedin | value year value billed in billed that
year billed that billed that | year were
were were collected %
collected collected
in the year %
%
Property Rates 31172 23 360 36 250 30 334 84 | 39075 85
Electricity 61598 63 802 81376 78 542 97 | 90319 98
Water 15 641 15077 17 473 15 627 90 | 18740 92
Sanitation 13 761 8 855 15 057 9 854 66 | 12 386 70
Refuse 7 394 5142 7 921 5 607 71| 9050 73
Employees: Financial Services
Job 2015/2016 2016/2017
Level Employees Posts Employees Vacancies (fulltime | Vacancies (as a %
equivalents) of total posts)
No. No. No. No. %
0-3 0 0 0 0 0%
4-6 2 3 2 1 33%
7-9 23 22 21 1 5%
10-12 12 17 15 2 12%
13-15 6 10 7 3 30%
16-18 2 2 1 1 50%
19-20 0 0 0 0 0%
Total 45 54 46 8 15%
T3.25.4
Financial Performance 2016/2017: Financial Services
R'000
Details 2015/2016 2016/2017
Actual / Original Budget | Adjustment Actual Variance to
Budget Budget
Total Operational | R298 914 181.00 | R319 288 090.00 | R319 147 691.00 | R 304 595 892.00
Revenue -0.05
Expenditure:
Employees R105110774.00 | R118 007 048.00 | R111549276.00 | R111 685 510.00
-0.06
Repairs and | R28703283.00 | R43996248.00 | R43793164.00 | R19116285.00
Maintenance -1.30
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Other R224 122 998.00 | R152 074 380.00 | R156 815170.00 | R261 518 681.00
0.42
Total Operational | R357 937 055.00 | R314 077 676.00 | R312 157 610.00 | R392 320 476.00
Expenditure 0.20
Net Operational | R59 022 874.00 | R-5210414.00 R-6 990 081.00 R87 724 584.00
Expenditure 1.06

Capital Expenditure 2016/2017:

Financial Services

Capital Projects | 2016/2017
Budget Adjustment Actual Expenditure | Variance Total Project
Budget from original | Value
budget
Total All R127 434 800.00 | R144 230 949.00 R102 928 180.00
0.24
Project A R2 073 800.00 R2 202 800.00 R161 013.00
11.88 280.00
Project B R50 000.00 R50 000.00
- 150.00
Project C R38 890 975.00 | R37 689 455.87 R36 119 329.00
0.08 320.00
Project D R86 420 025.00 | R104 288 693.13 R 66 647 838.00
0.30 90.00
3.17 INFORMATION AND COMMUNICATION TECHNOLOGY (ICT) SERVICES

INTRODUCTION TO INFORMATION AND COMMUNICATION TECHNOLOGY (ICT) SERVICES

The municipality has had little investment in ICT, where now our ICT infrastructure is old and needs
replacement.

Our priorities are: cabling, security, internet speed, server room, offsite backups Plans that have been
implemented: purchase of a new firewall is in progress. Other plans: increase internet speed by upgrading
speed to 10mbps to match our local Telkom exchange; replace cabling; build a new server room; get an
agreement with a municipality in our district to place a server which will act as our offsite backup.

Employees: ICT Services

Job 2015/2016 2016/2017

Level Employees Posts Employees Vacancies (fulltime | Vacancies (as a %

equivalents) of total posts)

No. No. No. No. %

0-3 0 0 0 0 0%

4-6 0 0 0 0 0%

7-9 1 1 1 1 100%

10-12 2 2 2 2 100%

13-15 1 1 1 1 100%

16-18 0 0 0 0 0%
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19-20 0 0 0 0%
Total 4 4 4 100%
73.27.4
Financial Performance 2016/2017: ICT Services
R'000
Details 2015/2016 2016/2017
Actual Original Adjustment | Actual Variance to
Budget Budget Budget
Total Operational Revenue 0 0 0 0 0%
Expenditure:
Employees 1173305 1318557 1318557 1259327 5%
Repairs and Maintenance 430040 120600 120600 28270 -327%
Other 400134 300569 300569 519426 42%
Total Operational Expenditure 2003479 1739726 1739726 1807023 4%
Net Operational Expenditure 2003479 1739726 1739726 1807023 4%
T3.27.5
Capital Expenditure 2016/2017: ICT Services
R' 000
Capital Projects 2016/2017
Budget Adjustment | Actual Variance Total Project
Budget Expenditure | from original | Value
budget

Total All

Project A

Project B

Project C

Project D

N/A
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4.INTRODUCTION TO ORGANISATIONAL DEVELOPMENT PERFORMANCE

Organizational Development Performance is a process of ensuring organizational improvement through
change of policies, power and leadership. It further intends to practice a systematic change in the attitude
beliefs of employees to ensure efficient and effective performance through implementation of
Performance Management Framework plan in place.

The organizational Performance Management System in the municipality;

a. Improve municipal wide performance by enhancing performance at a departmental and
municipal level.

b. Ensure alignment between the Integrated Development Plan, Municipal Budget, Service
Delivery and Budget Implementation, Performance Agreements or the Municipal
Manager's scorecard — and the activities and targets for which the Directorates and
municipal entities are held accountable.

c. Ensure constant monitoring and evaluation at this level through quarterly reviews;

d. Enable the Municipality to assess the extent of delivery at strategic points, and to plan
for interventions where necessary

The Employee Performance Management System

a)

To accelerate work performance of individuals to a higher level and to develop the capacity and
ability of the Municipality to sustain performance by encouraging Individual accountability and
responsibility for individual performance, as well as development.

Improve the organizational performance by enhancing and acknowledging individual exceptional
performance and sanction under performance.

Communicates the standards and performance expectation to each employee.

Clarify expectations of what individuals are required to achieve.

Serves as a guide for the development of the skills and competencies of individuals within the
organization.

Foster a sound working relationship between managers and employees through counselling and
coaching i.e. the provision of feedback.

Provide a tool for managers to manage the performance of their staff.

Allow employees to become more actively involved in managing their own performance.

To identify underperformance and to implement and justify the resultant corrective follow-up
actions.

Reward employees whose performance exceeds the output criteria.

Instil a performance-oriented culture throughout the organization, at the level of employees.
Offer improved token of appreciation as part of motivation to reward excellent performance by
individuals.

m) Improve communication within the work environment
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41 EMPLOYEE TOTALS, TURNOVER AND VACANCIES
Employees
2015/2016 2016/2017
Description
P Employees A%::t‘; 2 Employees Vacancies Vacancies
No. No. No. No. %
Water 5 5 5 3 60
Waste Water (Sanitation) 8 541 256 8 541 256 8285018 8285018 100
Electricity 12 354 652 12 354 652 10 254 361 10 254 361 100
Waste Management 14 231 546 14 231 546 13235 338 13235 338 100
Housing 6 542 352 6 542 352 5495 576 5495 576 100
Waste Water (Storm water Drainage) | 5642 551 5642 551 5529700 5529700 100
Roads 5642 551 5642 551 5529700 5529700 100
Transport 5321531 5321531 4 470 086 4470086 100
Planning 1253 652 1253 652 1002 922 1002 922 100
Local Economic Development 2515644 2515644 2062 828 2062 828 100
Planning (Strategic & Regulatory) 12 545 845 12 545 845 10 413 051 10413 051 100
Community & Social Services 4 564 885 4 564 885 3697 557 3697 557 100
Environmental Protection N/A N/A N/A N/A 0
Health N/A N/A N/A N/A 0
Security and Safety 6 6 6 3 50
Sport and Recreation N/A N/A N/A N/A 0
Corporate Policy Offices and Other 5648645.00 5648645.00 | 4970807.60 | 4970807.60 100
Totals 84 805 84 805 74 947 74 947 1310
Vacancy Rate: 2016/2017
Designations *Total *Vacancies *Vacancies
Approved (Total time that (as a proportion of
Posts vacancies exist using total posts in each
fulltime equivalents) category)
No. No. %

Municipal Manager 1 0 0.00

CEO 1 1 100.00

Other S57 Managers (excluding Finance 4 0

Posts) 0.00

Other S57 Managers (Finance posts) 1 0 0.00

Police officers N/A N/A 0.00

Fire fighters 7 3 42.86

Senior management: Levels 13-15

(excluding Finance Posts) 18 0 0.00

Senior management: Levels 13-15

(Finance posts) 5 0 0.00

Highly skilled supervision: levels 9-12

(excluding Finance posts) 35 8 22.86

Highly skilled supervision: levels 9-12

(Finance posts) 8 1 12.50

Total 80 13 16.25
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Turn-over Rate

Total Appointments as of Terminations during the
beginning of Financial Financial Year
Details Year Turn-over Rate*
No. No.
Year -DEC 16-FEB 17 321 11 3%
2015/2016 JULY 16-SEPT
16 315 4 1%
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4.2. POLICIES

HR Policies and Plans

Name of Policy Completed Reviewed Date adopted by council or
comment on failure to adopt
% %
1 Affirmative Action N/A N/A N/A
2 Attraction and Retention (Critical Skills Retention) 100
3 Code of Conduct for employees
4 Delegations, Authorisation & Responsibility N/A N/A N/A
5 Disciplinary Code and Procedures COLLECTIVE AGRREMENT
NOT POLICY
6 Essential Services N/A N/A N/A
7 Employee Assistance / Wellness 100 30-Mar-16
8 Employment Equity
9 Exit Management
10 | Grievance Procedures
11 | HIV/Aids
12 | Human Resource and Development (Human N/A N/A
Resources Strategy)
13 | Information Technology
14 | Job Evaluation 100 N/A 30-Jun-15
15 | Leave 100 100 27-May-15
16 | Occupational Health and Safety 100 N/A TO BE REVIEWED
17 | Official Housing N/A N/A N/A
18 | Official Journeys N/A N/A N/A
19 | Official transport to attend Funerals N/A N/A N/A
20 | Official Working Hours and Overtime (Overtime and 100 100 27-May-15
Tome-off Policy)
21 | Organisational Rights COLLECTIVE AGRREMENT
NOT POLICY
22 | Payroll Deductions
23 | Performance Management and Development SUBMITTED
24 | Recruitment, Selection and Appointments 100 30-Mar-16
25 | Remuneration Scales and Allowances (Acting 100 27-May-15
Allowance)
26 | Resettlement N/A N/A N/A
27 | Sexual Harassment 100 100 30-Mar-16
28 | Skills Development N/A N/A N/A
29 | Smoking 100 N/A 30-Mar-16
30 | Special Skills Refer to Attraction and
Retention
31 | Work Organisation
32 | Uniforms and Protective Clothing REQUIREMENTS OF THE
ACT
33 | Other:
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4.3  INJURIES, SICKNESS AND SUSPENSIONS
Number and Cost of Injuries on Duty
Type of injury Injury Leave | Employees | Proportion Average Total
Taken using injury | employees | Injury Leave | Estimated
leave using sick per Cost
leave employee
Days No. % Days R'000
Required basic medical attention only 60 5 8% 12 60
Temporary total disablement
Permanent disablement
Fatal
Total 60 5 8% 12 60
Number and Period of Suspensions
Position Nature of Alleged Date of Details of Disciplinary Action Date Finalised
Misconduct Suspension taken or Status of Case and
Reasons why not Finalised
Chief Traffic Refusal to carry out 25-07- Union referred matter to 07-12-2016
Officer lawful instruction 2016 Bargaining Council - case
dismissed.
Disciplinary Action Taken on Cases of Financial Misconduct
Position Nature of Alleged Misconduct Disciplinary action taken Date
and Rand value of any loss to Finalised
the municipality
Disciplinary hearing sat and
Cashier Gross Negligence and Gross finalised, employee was found
Dishonesty- loss to the not guilty.
municipality R16000,00. 11-07-2017
Case pending delay due to
Superintendent | Fraud - loss to municipality numerous factors - availability
Electrical R10000,00. of the Chairperson and Union
Representative; union referred
case to bargaining council
twice; aspects of this case at
Labour court. Pending

COMMENT ON SUSPENSIONS AND CASES OF FINANCIAL MISCONDUCT:

1.0nly one suspension for the period under review and was concluded on the 24 October2017, however
the union took the matter to the Bargaining Council as an Unfair Labour Practice. The case was dismissed

on the 07 December 2017.

2.A Cashier was charged with Gross Negligence and Gross Dishonesty where the pay point was broken
into and R16000,00 was stolen. The disciplinary hearing found the cashier not guilty and that the
municipality was partly liable due to the failure to collect the days cash.
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3.A Superintendent Electricity is charged with Fraud for renting out municipal property without permission.

The case is still pending due to numerous delays by the chairperson and the Union representative as
they are caught up with other commitments. The matter will sit again in November 2017.

4.4 PERFORMANCE REWARDS

Performance Rewards by Gender

Designations

Beneficiary profile

Gender | Total number Number of Expenditure on Proportion of
of employees beneficiaries rewards beneficiaries within
in group 2017/2018 group
R' 000 %

PMS policy framework was cascaded down to lower level in the 2017/2018 FY Therefore there
were no performance rewards for 2016/2017 financial year
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4.5 SKILLS DEVELOPMENT AND TRAINING
Skills Development Expenditure
R'000
Employees Original Budget and Actual Expenditure on skills development 2017/2018
as at the Learnership programmes & Other forms of Total
beginning other short training
of the courses
Management level | Gender | financial
year
No. Original | Actual | Original | Actual | Original | Actual | Original | Actual
Budget Budget Budget Budget %
Male 0 0 0 0 4872 4872 4872 4872
Legislators, senior | Female 0 0 7308 | 7308 0 0 14616 | 7308 10
officials and
managers Male 0 0 4872 | 4872 0 0 9744 | 4872
Professionals Female 0 0 14616 | 14616 0 0 20232 | 14616 20
Male 0 0 9744 | 9744 0 0 19488 | 9744
Technicians and Female 0 0 5481 | 5481 0 0 10962 | 5481 10
associate
professionals Male 0 0 6699 | 6699 0 0 13398 | 6699
Clerks Female 0 0 8526 | 8526 0 0 17052 | 8526 10
Male 0 0 3654 | 3654 0 0 7308 | 3654
Service and sales | Female 0 0 9135 | 9135 0 0 18270 | 9135 10
workers LED
ALIGNED Male 0 0 3045 | 3045 0 0 6090 | 3045
Plant and machine | Female 0 0 3654 | 3654 0 0 7308 | 3654 15
operators and
assemblers Male 0 0 14616 | 14616 0 0 20232 | 14616
Elementary Female 0 0 11876 | 11876 0 0 23752 | 11876 15
occupations Male 0 0 6395 | 6395 0 0 12790 | 6395
Sub total Female 0 0 67904 | 67904 | 7308 | 7308 | 143116 | 75212
Male 0 0 53897 | 53897 | 4872 | 4872 | 112666 | 58769
Total 0 0 0| 121800 | 121800 | 24360 | 24360 | 121800 | 121800 100

82




Vision: Progressive Sustainable Development. Ga-Segonyana-the stream of life.

Chapter 5

83



Vision: Progressive Sustainable Development. Ga-Segonyana-the stream of life.

5.INTRODUCTION

The statement of financial performance for 2016/17 shows a surplus of R35 546 513 which is 33% higher
as compared to last financial year. The statement of financial position shows an increase of 5% as
compared to last financial year. Liabilities have increased by 19% as compared to last financial year and
this is a concern for the municipality. The Cash flow statement shows an increase of 14% as compared
to last financial year.
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5.1 STATEMENTS OF FINANCIAL PERFORMANCE

Description 2016/2017
Original Budget Final Shifting of | Virement | Final Actual Unauthorised | Variance | Actual Actual
Budget Adjustments | adjustments | funds (i.t.o. Budget Outcome | expenditure Outcome | Outcome
R thousands (i.t.o.s28 budget (it.0.s31of | Council as % of as % of
and s31 of the MFMA) approved Final Original
the MFMA) policy) Budget Budget
1 2 3 4 5 6 7 8 9 10 11
Financial Performance
Property rates 36 980 (100) 36 880 36 880 36 250 630 98.29 1.70
Service charges 122919 3414 126 333 126 333 122 045 4288 96.61 3.49
Investment revenue 1590 (500) 1090 1090 176 914 16.16 57.48
Transfers recognised - operational 122 201 230 122 431 122 431 121 925 506 99.59 0.41
Other own revenue 35598 (3184) 32414 32414 41384 (8 970) 127.67 -25.20
319 288 (140) 319148 - - 319148 321781 - (2633) 0 0
Total Revenue (excluding capital transfers and
contributions)
Employee costs 110 536 (4 158) 106 378 106 378 103 870 2508 97.64 2.27
Remuneration of councillors 7471 (2 300) 5171 5171 7815 (2644) (2644) 151.14 -35.40
Debt impairment 537 - 537 537 18 041 (17 504) (17 504) 3359.93 | -3259.93
Depreciation & asset impairment 19 846 - 19 846 19 846 55078 (35232) (35232) 277.52 -177.52
Finance charges 2512 - 2512 2512 6158 (3 646) (3 646) 24514 -145.14
Materials and bulk purchases 118 552 (203) 118 349 118 349 115 269 3080 97.40 2.60
Transfers and grants - - - -
Other expenditure 54 623 4741 59 364 59 364 84 306 (24 942) (24 942) 142.02 -45.66
Total Expenditure 314078 (1920) 312158 - - 312158 390 538 (83 969) (78 380) 4 (4)
Surplus/(Deficit) 5210 1780 6990 - 6990 (68 757) 75 747 (4) 4
Transfers recognised — capital 107 321 14 167 121488 121488 104 303 17185 85.85 16.01
Contributions recognised - capital & contributed
assets - -

Surplus/(Deficit) after capital transfers &
contributions

Share of surplus/ (deficit) of associate - -
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Description 2016/2017
Original Budget Final Shifting of Virement Final Actual Unauthorised | Variance | Actual Actual
Budget Adjustments | adjustments | funds (i.t.o. Budget Outcome | expenditure Outcome | Outcome
R thousands (i.t.o.s28 budget (it.0.s310of | Council as % of as % of
and s31 of the MFMA) approved Final Original
the MFMA) policy) Budget Budget
1 2 3 4 5 6 7 8 9 10 1
Surplus/(Deficit) for the year 112 531 15 947 128 478 - 128 478 35547 92932 | (4) 4

Capital expenditure & funds sources
Capital expenditure

Transfers recognised - capital 107 321 14 167 121488 121488 91276 30212 75.13 28.15
Public contributions & donations 15000 15000 15000 5884 9116 39.23 60.77
Borrowing 1600 1600 1600 1600 0.00 100.00
Internally generated funds 3514 2629 6143 6143 5768 375 93.90 10.67
Total sources of capital funds 127 435 16 796 144 231 144 231 102 928 41303 0 0
Cash flows
Net cash from (used) operating 116 925 14 352 131277 131277 103 925 27 352 79.16 23.39
Net cash from (used) investing (127 435) (1441) (128 876) (128 876) (102 155) (26 720) 79.27 20.97
Net cash from (used) financing (2416) - (2416) (2416) (1312 (1104) 54.30 4570
Cash/cash equivalents at the year end 621 (103) 518 518 | 990 (472) 191.27 -76.07
| T5.141
Notes

3 =sum of Colum 1 and 2

2 represents movements in original budget to get to final adjustments budget (including shifting of funds)

Virements must offset each other so that virements in Total Expenditure equals zero

6 = sum of column 3, 4 and 5

8 does not necessarily equal the difference between 9 and 8 because overspending is not the only reason for unauthorised
expenditure

9=7-6

10 = (7/6)*100

11=(9/1)*100
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14 =13 - 1215 in revenue equals
Audited Outcome plus funds actually
recovered

15 in expenditure equals Audited
Outcome less funds actually
recovered

15 in Cash Flow equals Audited
Outcome plus funds recovered
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R'000

Description 2015/2016 | 2016/2017 2016/2017 Variance

Actual Original Adjustment | Actual Original Adjustment
Budget s Budget Budget s Budget

Operating Cost

Water 56 248 34 901 37 325 33280 -4.87% -12.16%

Waste Water (Sanitation) 10 495 5960 6920 10 156 41.31% 31.86%

Electricity 96 904 91879 93 156 54 841 -67.54% -69.87%

Waste Management 18 509 16 528 15471 13 351 -23.80% -15.88%

Housing

Component A: sub-total ‘ 182 156 ‘ 149 268 152 873 111627 -33.72% -36.95%

Waste Water (Storm water Drainage)

Roads 34 999 19 551 15531 28433 31.24% 45.38%

Transport

Component B: sub-total 34999 19 551 15531 28433 31.24% 45.38%

Planning 6 145 6 534 6 653 5275 -23.86% -26.13%

Local Economic Development 1340 1676 1646 1426 -17.58% -15.45%

Component B: sub-total 7485 8210 8299 6700 -22.53% -23.86%

Planning (Strategic &

Regulatory)

Local Economic Development

Component C; sub-total - - - _

Community & Social Services 17 17 16 17 | 2.09% 5.20%
571 108 564 473

Environmental Protection

Health 67 0 0 5 98.84% 98.84%

Security and Safety

Sport and Recreation 9462 9522 9 666 9192 -3.59% -5.15%

Corporate Policy Offices and | 106 196 110 418 109 225 104 372 -5.79% -4.65%

Other

Component D: sub-total 133 297 137 048 135 455 131042 -4.58% -3.37%

Total Expenditure 357 937 314078 312158 277 802 -13.06% -12.37%
T5.1.2

COMMENT ON FINANCIAL PERFORMANCE:
The municipality generated a surplus of R35 546 513 as compared to 2015/16 financial year which

amounted to R23 599 627 which is 33% higher. This means that the municipality improved and is
performing better despite variances on different line items. The investment revenue has a variance of
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about 84% due to lack of funding because of cash flow problems. There is a 14% variance on capital
transfers due to delay of transfers by COGHSTA for housing projects. The variance of 39% on sanitation
costs is due to delays in supply chain processes to find the CSD accredited service provider for repairs to
motor vehicles. Road expenditure costs have a variance of 69% due to delays in procuring of materials
for potholes.

5.2  GRANTS
Grant Performance
R' 000
Description 2015/201 | 2016/2017 2016/2017 Variance
6
Actual Budget | Adjustment | Actual | Origin | Adjustment
s Budget al s Budget
Budget | (%)
(%)
Operating Transfers and Grants
National Government: 127896 | 120223 | 120 223 120 125
Equitable share 109 444 1M7413 | 117 413 117413 | 100.00 | 100.00
Municipal Systems Improvement 766 - - -
Department of Water Affairs 14 964 - - -
Levy replacement
Other transfers/grants [insert description] 2722 2810 2810 2712 96.51 96.51
Provincial Government: 1402 1978 2208 1801
Health subsidy
Housing
Ambulance subsidy
Sports and Recreation 1402 1978 2208 1801 91.03 81.55
Other transfers/grants [insert description]
District Municipality: - - - -
[insert description]
Other grant providers: - - - -
[insert description]
Total Operating Transfers and Grants 129298 | 122201 | 122431 121 925

COMMENT ON OPERATING TRANSFERS AND GRANTS:

The variance for Sports and Recreation is as a result of receiving additional grant allocation during the
year.
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5.3  ASSET MANAGEMENT

INTRODUCTION TO ASSET MANAGEMENT

The asset management section falls under financial management section and consists of a senior
accountant and two accountants. The physical verification of assets are done twice a year and monthly
reconciliations are performed. The GIS technician offers support to the unit. The asset management
policy is reviewed annually to ensure that we keep track of all the changes especially with GRAP 17.

TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED 2016/2017

Asset 1

Name Mothibistad Bulk Water
Description Concrete

Asset Type Civil Structure

Key Staff Involved

Staff Responsibilities
Asset Value 2013/2014 2014/2015 2015/2016 2016/2017
13975 781.21 10 089 094.00

Capital Implications
Future Purpose of Asset
Describe Key Issues
Policies in Place to Manage | Asset Management Policy

Asset

Asset 2

Name Batlharos and Maruping Water Distribution
Description Concrete

Asset Type Civil Structure

Key Staff Involved
Staff Responsibilities

Asset Value 2013/2014 2014/2015 2015/2016 2016/2017
11347179.99 14043468 9673723 6833838

Capital Implications

Future Purpose of Asset
Describe Key Issues

Policies in Place to Manage

Asset

Asset 3

Name Kuruman Reservoir
Description Concrete

Asset Type Civil Structure

Key Staff Involved
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TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED 2016/2017

Staff Responsibilities

Asset Value 2013/2014 2015/2016 2016/2017
0 30 000 000.00 15638 000.00 29 000 000.00
Capital Implications
Future Purpose of Asset
Describe Key Issues
Policies in Place to Manage
Asset
Repair and Maintenance Expenditure: 2016/2017
R' 000
Original Adjustment Actual Budget
Budget Budget variance
Repairs and Maintenance Expenditure 43996248 43793164 19116285 57%
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5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS
Liquidity Ratio
14
1.2
12 o
10 /
Y k\ /
0.8
T~ 0s,
0.6 - —
0.4
0.2
Year -3 Year -2 Year -1 Current: Year 0
Liquidity Ratio — Measures the municipality’s ability to pay its bills and is calculated by dividing the
monetary assets (due within one year ) by the municipality’s current liabilities. A higher ratio is
better.
Data used from MBRR SA8
Creditors System Efficiency
120.0%
100.0% e
U’ or.U% 0
77.0%/\ . 54 0%
80.0% -— —
60.0%
40.0%
20.0% —o— Creditors System Efficiency
0.0%
Year -3 Year -2 Year -1 Current: Year 0

Creditor System Efficiency — The proportion of creditors paid within terms (i.e. 30 days). This
ratio is calculated by outstanding trade creditors divided by credit purchases

Data used from MBRR SA8

7545
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Capital Charges to Operating Expenditure

120.0%
100.0% 100.0%
100.0% 95.0% . .
80.0% -
60.0%
—o— Capital Charges to Operating
40.0% Expenditure
20.0%
0.0%
Year -3 Year -2 Year -1 Current: Year 0
Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital
interest and principle paid by the total operating expenditure.
Data used from MBRR SA8
7546
Employee Costs
0 0%
100.0%
90.0% A 83.0%
80.0% T~ 0% A
70.0% 60.‘01’,/%/ \
60.0% &
50.0%
40.0%
30.0%
20.0% +—Employee costs
10.0%
0.0%
Year -3 Year -2 Year -1 Current: Year 0

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 difference between total
revenue and capital revenue.
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Repairs & Maintenance
120.0%

100.0% 91.0% 96.0%
800% /\ AAIAM /

60.0% ¢

40.0%

—&— Repairs & Maintenance
20.0%

0.0%
Year -3 Year -2 Year -1 Current: Year 0

Repairs and Maintenance — This represents the propotion of operating expenditure spent and
is calculated by dividing the total repairs and maintenace.

Data used from MBRR SA8

COMMENT ON FINANCIAL RATIOS:

The liquidity ratio is 0.9 which is very low as compared to acceptable norm of 2. The municipality is
experiencing cash flow problems due to non-payment of services and this reflects a poor liquidity ratio.
The outstanding debtors to revenue % decreased by 8% due to decrease in revenue and increase in
debtors. The proportion of payments made to creditors within 30 days decreased by 19% which is an
indication that the municipality was unable to pay on time due to cash flow problems. Fifty percentage of
revenue funded salaries due to less income than anticipated. The municipality spent 94% of the repairs
and maintenance budget due to ageing infrastructure especially the vehicles.
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9.5

CAPITAL EXPENDITURE

R million

Capital Expenditure: 2016/2017

350000 000

300000 000

250000 000

200000 000

150000 000

100000 000

50000 000

m Capital Expenditure

= Operating Expenditure
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5.6

SOURCES OF FINANCE

Capital Expenditure - Funding Sources: 2015/2016 to 2016/2017

water

R' 000
Details 2015/2016 2016/2017
Actual Original Adjustment Actual Adjustmen | Actual
Budget (OB) Budget t to OB |to OB
Variance Varianc
(%) e (%)
Source of finance
External loans 1600 000.00 1600 000.00 0.00% -
100.00%
Public contributions | 13 141 360.00 | 15000 000.00 | 15000 000.00 | 5600 000.00 0.00% -62.67%
and donations
104 535965.00 | 107 321 000.00 | 121 488 | 104 293 431.00 | 13.20% -2.82%
Grants and 149.00
subsidies
Other 1380 000.00 3513 800.00 6 142 800.00 74.82% -
100.00%
Total 119 057 325.00 | 127 434 800.00 | 144 230 | 109 893 431.00 | 88.02% -
949.00 265.49%
Percentage of finance
External loans 0.01 0.01 0.0% 37.7%
Public contributions | 0.11 0.12 0.10 0.05 0.0% 23.6%
and donations
Grants and | 0.88 0.84 0.84 0.95 15.0% 1.1%
subsidies
Other 0.01 0.03 0.04 85.0% 37.7%
Capital expenditure
Water and sanitation | 70 072 252.00 | 71420 025.00 | 71464 816.00 | 71464 816.00 | 0.06% 0.06%
1500 000.00 2000 000.00 2000 000.00 0.00% 0.00%
Electricity
Housing 11 031 909.00 0.00% 0.00%
Roads and storm | 36453 164.00 | 26 860 341.00 | 31 356 184.00 | 31356 184.00 | 16.74% 16.74%
water
Other 5072431.00 0.00% 0.00%
Total 119 057 325.00 | 98 280 366.00 | 104 821 | 109 893 431.00 | 16.80% 16.80%
000.00
Percentage of expenditure
Water and sanitation | 0.59 0.73 0.68 0.65 0.0% 0.0%
Electricity 0.01 - 0.02 0.02 0.0% 0.0%
Housing 0.09 - 0.0% 0.0%
Roads and storm | 0.31 0.27 0.30 0.29 0.0% 0.0%
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Capital Expenditure - Funding Sources: 2015/2016 to 2016/2017

R' 000
Details 2015/2016 2016/2017
Actual Original Adjustment Actual Adjustmen | Actual
Budget (OB) Budget t to OB |to OB
Variance Varianc
(%) e (%)
Source of finance
Other - 0.05 \ 0.0% \ 0.0%
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5.7 CASH FLOW

Cash Flow Outcomes

R'000
Description 2015/2016 | Current: 2016/2017

Audited Original Adjusted | Actual

Outcome | Budget Budget
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other 114 758 174 239 172 274 157 713
Government - operating 137 388 122 201 122 431 121 488
Government - capital 94 754 107 321 121 488 116 069
Interest 6 050 6 858 6 858 6028
Dividends
Payments
Suppliers and employees (231151) | (291182) | (289262) | (291 215)
Finance charges (6 252) (2512) (2512) (6 158)
Transfers and Grants
NET CASH FROM/(USED) OPERATING | 115 546 116 925 131277 103 925
ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE 355 773
Decrease (Increase) in non-current debtors
Decrease (increase) other non-current receivables
Decrease (increase) in non-current investments
Payments
Capital assets (119057) | (127435) | (129231) | (102928)
NET CASH FROM/(USED) INVESTING | (119057) | (127 435) | (128 876) | (102 155)
ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans
Borrowing long term/refinancing 1216
Increase (decrease) in consumer deposits
Payments
Repayment of borrowing (154) (2416) (2416) (2528)
NET CASH FROM/(USED) FINANCING | (154) (2 416) (2 416) (1312)
ACTIVITIES
NET INCREASE/ (DECREASE) IN CASH HELD (3 665) (12 926) (15) 458
Cash/cash equivalents at the year begin: 631 13 547 532 532
Cash/cash equivalents at the year-end: 532 621 518 990
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COMMENT ON CASH FLOW OUTCOMES:

The municipality experienced cash flow problems due to the fact that it achieved only 80% of the budgeted
net cash from operating activities and net cash from investing activities. The net cash used for financing
activities is 5% more than budget.

5.8 BORROWING AND INVESTMENTS

INTRODUCTION TO BORROWING AND INVESTMENTS

There were no new borrowings during the financial year. The municipality is still servicing the DBSA loans
taken more than 10 years ago.

COMMENT ON BORROWING AND INVESTMENTS:
There were no long-term investments for the past three years. The municipality is just earning interest on
call account and using it on operations.

5.9  PUBLIC PRIVATE PARTNERSHIPS

PUBLIC PRIVATE PARTNERSHIPS
There were no agreements, contracts and projects undertaken during the year through PPP’s.

5.10 SUPPLY CHAIN MANAGEMENT

SUPPLY CHAIN MANAGEMENT

Competency levels of officials involved in Supply Chain Management

The senior staff in the SCM Division has attended the prescribed CPMD training with regard to the
minimum competency levels prescribed for SCM officials and have been declared competent. Provincial
Treasury occasionally present training courses for SCM practitioners as well as for Bid Committee
members.

The municipality has still to send delegates to attend the Infrastructure Procurement courses and/ or
workshop.
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Chapter 6



- AUDITOR GENERAL AUDIT FINDINGS

|6.1 INTRODUCTION

The Annual Financial Statements and Annual Performance Report were submitted to the Auditor General for auditing on the 31st of August 2015.

|6.2 2015/2016 AUDIT ACTION PLAN

Exception Exception Responsible official Estimated  Estimated
number description Procedures to be put in place percentage completion Comments
completion date
EX74 Land recordedinthe  All ERFs which belong to the municipality should be  Renata/Choche/Mase  30% 31/05/2016 A list of all properties

detailed listing could
not be traced to
deed search
performed.

EX75
Fixed asset register

not complete.

registered under the municipality's name. This
includes ERFs that were initially regustered and
subsequently subdivided. Management should ensure
that title deeds are transferred on all ERFs that were
sold. ERFs that are registered under the municipality's
name and for which the municipality has control of and
rates are being charged on should be included in the
fixed asset register.  All Properties used and
beneficially owned by other organizations others than
the Municipality should be transferred to these
beneficiaries (eg  Schools, Police  Stations
etc).Supplementary Valuation Rolls should be done
every Quarter to specifically take care of Property
Transfers during the Quarter.
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registered  under  the
municipality was obtained
from the title deeds. The
following exceptions were
identified and are currently
in the process of being
resolved:

- 1 244 ERFs are registered
under the municipality but
are not recorded in the
muncipality's  accounting
records. Management is in
the process of identifying
the ones for which the
municipality does not have
control over so that they can
be deregistered. In cases
where the municipality has
control over the ERFs, the
ERFs will be recognised in
the municipality's books.



Exception
number

Exception
description

Responsible official
Procedures to be put in place

Estimated
percentage
completion

Estimated

completion Comments

date

EX 37

EX 56

Facilities  registers
and reconciliation to
the GL not
submitted.

Inaccurate
calculation of
depreciation
expense.

Asset management policy should be ammended and  Renata/Desiree
be consistent with accounting policies on depreciation.

100

30%

31/05/2016

- 246 ERFs are recorded
under inventory but are not
registered  under  the
municipality's name.
Management is in the
process of appointing a
surveyor to ensure these
are registered at the title
deeds office. ERFs that
were already disposed off
will be removed from the
listing.

- 17 ERFs recorded under
the municipality but not
registered  under  the
municipality. These are
mainly as a result of
subdivision of ERF 1.
Supporting  documentation
is still being compiled for the
subdivision.

All asset categories
except for Infratsructure
Management is in the
process  of  physically
verifying assets with the
assistance  of  National
treasury and the process is
75% complete. Assessment
of useful lives for these
assets will be done once the
physical verification process
is done.

Infrastructure assets



Exception
number

Exception
description

Procedures to be put in place

Responsible official

Estimated
percentage
completion

Estimated

completion Comments

date

The Technical director has
been engaged to assist with
the review of useful lives for
infrastructure assets.
Physical verification has not
been done to date.
Assessment of useful lives
will be concluded once
physical  verification  of
assets is done.

Overall

Asset management policy
will be reviewed after
assessment of useful lives
and submitted for council
approval if there are any
changes identified. AFS will
also be ammended to
ensure useful lives are
consistent  with  Asset
Management Policy and the
useful lives in the Fixed
Asset Register.

EX 101

Incorrect
classification of
investment property
as building.

Rental agreement should be in place for ERF 404.

Mase/Martin

5%

15/04/2016

A list of all rented facilities
has been compiled for rental
agreements to be drafted
and signed.
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Exception Exception Responsible official Estimated  Estimated
number description Procedures to be put in place percentage completion Comments
completion date
EX91 Supporting An audit file should be mantained for assets and Renata 50% 15/04/2016 A file is available for all
documents to should be updated on an ongoing basis as and when additions for the current
additions not there are any movements in assets. Copies of all year and the supporting
maintained. supporting documentation for assets purchased and documents. Reconciliation
disposed during the year should be included in this file. were prepared up to
The asset register should be updated when the risks February 2016. However an
and rewards of ownership have been transferred to the independent review is still to
municipality not necessarily on the payment date. be done to ensure assets
Monthly reconciliations of the fixed asset register to are recorded in the correct
the general ledger should also be done. period and to check whether
the asset register balances
are agreeing to the general
ledger.
EX 38 Lack of
maintenance  over
fixed asset register.
EX 52 Land and Buildings
disclosed as only
Buildings.
EX 102 Loss on disposal of Management should ensure that the correct Repata 50% 16/04/2016 No land has  been
assets not correct. accounting entries are done when transferring land transferred from PPE to
from PPE to inventory. This should not be treated as a inventory to date. Council
disposal of asset therefore no profit or loss on disposal minutes still need to be
should arise as a result of this transfer. reviewed to verify whether
there are any approvals for
disposal of ERFs which are
currently recorded as PPE.
EX 69 Sub-schedules not - Renata 0% 15/07/2016 -

submitted and
financials misstated.
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Exception Exception Responsible official Estimated  Estimated
number description Procedures to be put in place percentage completion Comments
completion date
EX 90 Prior year invoices ~Management should ensure invoices are recorded in . 15/07/2016 -
recorded in current the correct period.
year
EX 127 Fixed assets notin ~ The condition of the assets should be assessed and  Renata/ Smith 30% 31/05/2016  Physical verification (with

good working
condition not
impaired

management should ensure that fixed assets that are

not in good working conditions are impaired.

the assistance of National
Treasury) process is 75%
done for all other assets
(except for infrastructure
assets). Infrastructure
assets are yet to be
physically verified.
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Description Exception Exception description Procedures to be putin  Responsible Estimated Estimated Comments
number place official percentage completion
completion date
Balance to be adjusted Bank reconciliations to be  Eunice Bank reconciliations are being
Bank EX 183 with long outstanding performed on a monthly Borake 50% 10/04/2016 prepared on a monthly basis but
reconciliations reconciling items. basis before the 10th of there are certain  significant
the following month with reconciling items that need to be
reconciling items being cleared in the cashbook. These
investigated on time. include direct deposits, returned
cheques, debit orders, bank
charges, EFT payments and call
account interest recorded in the
wrong cashbook.
All amounts deposited in  Eunice Direct deposits are still in the
Customer - the municipality's bank Borake 50% 15/04/2016 process of being allocated to the
deposits account  should  be respective  customer  accounts.
allocated as soon as the Unallocated direct deposits as at 31
deposit reflects on the December are R 3.6 million.
bank statement. Efforts
should be made to ensure
that the balances are
allocated to their
respective debtors
accounts on time. This will
help to ensure there are
no significant reconciling
items in the bank
reconciliations.
Bank EX 161 Former CFO is still an Former CFO should be Eunice 90% 28/02/2016 To obtain correspondence from
signatories authorised signatory for removed as one of the Borake/CFO bank to ensure this was effected.

municipal bank accounts.

bank signatories.
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Description Exception Exception Procedures to be put in place Responsible Estimated Estimated = Comments
number description official percentage completion
completion date
Levies on EX145 No charges levied All sundry debtors should be charged on a 5% 30/04/2016 A list has been
sundry to sundry debtors monthly  basis.These include  MTN, compiled  for all
debtors with credit balances PRIMEDIA etc. Lease agreements should Martin/Katlego/Masi sundry debtors and
even though  also be in place for all rented facilities. corporate services is
payments are currently drafting
received. lease agreements.
Long EX 94 Debtor accounts Management should ensure that debt Tapelo 5% 30/04/2016  The municipality has
outstanding older than 90 days  collection policies are adhered to inorder to engaged ZANDILE, a
receivables not disconnected.  ensure that amounts owing are collected in debt collection
time. This will also help to enhance the company, to follow up
liquidity position of the municipality. Where on long outstanding
practical to do so, water supply should be debt. Adherence with
disconnected in order to enforce prompt debt collection
settlement of bills. policies has not been
checked yet.
Suspense EX 132 No suporting All  suspense accounts should be Eunice/ Katlego 0% 30/06/2016  These will be followed
accounts for documentation investigated and cleared on a regular basis. up and cleared after
receivables submitted for year under in case
suspense accounts. there are customers
queries between now
and 30 June 2016.
EX73 Suspense accounts
not cleared
Customer All amounts deposited in the municipality's Direct deposits are
deposits - bank account should be allocated as soonas  Eunice Borake 50% 15/04/2016  still in the process of
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Description Exception Exception Procedures to be put in place Responsible Estimated Estimated = Comments
number description official percentage completion
completion date

the deposit reflects on the bank statement. being allocated to the
Efforts should be made to ensure that the respective customer
balances are allocated to their respective accounts.

debtors accounts on time. This will help to Unallocated  direct
ensure there are no significant reconciling deposits as at 31
items in the bank reconciliations.There is a December are R 3.6
need to critically review the Sundry Debtors million.

to ensure that those that are not recoverable
are written off.All credit Balances need to be

investigated.
Prior year EX 33 PY Audit report All prior year issues raised in the Consultants 0% 30/06/2016 -
matters not yet management letter should be resolved.
resolved by
management.
EX 131 Opening balance
does not agree to
the Restated
Opening balance.
Government  EX 96 No provision made  There is a need to follow up on Amounts due  Thapelo 5% 30/04/2016  The municipality has
debt for government from  Government Departments. The engaged ZANDILE, a
debtors Municipality should use their political debt collection
influence to deal with this matter. company, to follow up

on long outstanding
debt. Adherence with
debt collection
policies has not been
checked yet.
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Exception Exception Responsible Estimated Estimated = Comments

Description number description Procedures to be put in place official percentage completion

completion date

Property EX 80 Rates not Supplementary valuation roll  Thapelo 5% 30/05/2016  Management communicated

rates on charged on should be done to ensure that with the valuer and is expected

transferred property that were  property rates can be charged to commence the valuation of

properties transferred. on all chargeable properties. properties on 4 April 2016.

Billing of properties transferred
wil be done after a
supplementary valuation is
available.

Traffic fines  EX 64 Difference Traffic fines revenue should be  Eunice 40% 25/04/2016  Traffic  fines are  being
between the fines  recognised on an ongoing basis recognised on a payment
report and the to ensure completeness of basis. A policy needs to be
amount revenue. drafted and implemented on
recognised in the how revenue from ftraffic fines
GL. should be recognised based on

past experience in accordance
with GRAP 23.

Service EX 26 Differences Tariffs set in the system should ~ Naso 20% 10/04/2016  Review of tariffs for service

charges between service be tested on a regular basis to charges is still in progress.
charges ensure that correct tariffs are
recognised and being used.
recalculated
amount.
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Exception Exception Responsible Estimated Estimated = Comments
Description number description Procedures to be put in place official percentage completion
completion date
Property EX 29 Difference in A review of the amounts used for  Thapelo
rates property values charging property rates should
used in be done to ensure that the
calculating amounts in  Munsoft are
property rates consistent to the amounts as per 50% 25/04/2016  Munsoft vs Valuation roll
valuation roll. Management  communicated
with the valuer and is expected
to commence the valuation of
properties on 4 April 2016.
Billing of properties transferred
will be done after a
supplementary valuation is
available.
EX 80 A supplementary valuation roll Thapelo

Rates not
charged on
property that were
transferred

should be done and rates
should be charged on all
properties transferred.

Property rates tariffs

Review of tariffs being charged
to customers is still in progress.
Guest houses and mulli
purpose buildings are being
charged based on residential
tariffs and this has not been
corrected in Munsoft to date.
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Description

Exception
number

Exception
description

Procedures to be put in place

Responsible
official

Estimated
completion
date

Comments

Lease
contracts

EX6

EX13

EX 34

EX 145

No lease
contracts for
Municipal
Hostels.

Information not
submitted for
Rental of
facilities.

Facilities registers
and reconciliation
to the GL not
submitted.

No charges levied
to sundry debtors
with credit
balances even
though payments
are received.

Contracts for municipal hostels
should be drafted and signed by
the municipality management
and the lessors.

Katlego

30/05/2016

A list has been compiled for all
sundry debtors and corporate
services is currently drafting
lease agreements.

Electricity
sales

There are amounts due to and  Eunice

from Cigicell- there need to be a
resolution of the amounts that
are DUE FROM CIGICELL (for
electricity sales) as well as
amounts DUE TO Cigicell for
electricity Installations.
Reconciliations  of electricity
sales and electricity installations
should be done on a monthly
basis.
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No reconciliations have been
prepared to date.



Exception Exception Responsible Estimated Estimated = Comments
Description number description Procedures to be put in place official percentage completion
completion date
Sale of EX 12 Information not Amounts Due in respect of Sale  Masi/Thapelo 0% 15/04/2016  No reconciliations have been
stands submitted for the  of Stand needs to be reconciled prepared to date. Recognition
sale of stands to the Actual stand sales on a of revenue and accounting
monthly basis treatment of money received
from sale of stands to be
checked.
Conditional  EX 16 Confirmation for Al conditional grants to be Deseree/Consultants 0% 30/06/2016 -
grants Housing grants confirmed
received not
submitted.
EX 23 Grants allocated ~ All allocated grants to be
not included in included in the AFS
AFS
EX59 no evidence of compliance to legislation submitted
EX 118 A shortfall Management should ensure
was noted conditional grants are spent in

between the
unspent national
conditional grants
and the bank
account balances
as at year-end.

accordance  with
conditions.

stipulated
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Exceptio Procedures to be put in Responsible official Estimated Estimated Comments
Description n number Exception description  place percentag  completio
e n date
completio
n
Employee files EX 88 Inconsistencies VIP should be updatedto ~ HR Manager 0% 30/05/2016  VIP records have not
and VIP between VIP and ensure VIP records are been updated to date.
employee file consistent with employee
files. Employee files
should be up to date with
all necessary
documentation filed in the
respective employee files
eg salary increments, third
party deductions.
EX 121 Annual salary increase
letter not included in
employee's personnel
file
EX 124 Differences between
data send to the
actuaries and employee
master file
EX129 Differences noted
between Management
Experts' Schedules and
the VIP Reports
VIP System and Leave
EX 155 Forms Differ
Payroll EX 85 Differences between Monthly payroll  Joice/Bakang/Deputy 20% 30/05/2016  Payroll reconciliations

reconciliations

the VIP report and the
financial statements

reconciliations should be
done on a monthly basis
before the 15th of the
following month.  The
reconciliations should be
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were prepared up to
September 2015.



Exceptio Procedures to be put in Responsible official Estimated Estimated Comments
Description n number Exception description  place percentag  completio
e n date
completio
n
reviewed and signed for by
the Deputy Chief Financial
Officer.
EX 139 The salary run, third
party payments and
reconciliations from VIP
to GL could not be
confirmed
PAYE EX 184 Differences between Tax rates used for Joice/Bakang/Deputy 40% 25/04/2016  VIP consultant was
Recalculated PAYE and  calculating PAYE in VIP  CFO/Tax consultant engaged to verify the

PAYE as per VIP

should  be  regularly
reviewed to ensure that the
tax rates used are in line
with SARS tax rates. There
is a risk that tax rates used
in VIP may not be
consistent with SARS tax
rates due to the differences
in  the  municipality's
financial year end and
SARS year end.
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tax rates used in the
system. He confirmed
that the tax rates are
consistent with SARS
tax rates. The
consultant suggested
we engage the AG to
get clarity on how they
calculated the
amounts raised in the
exceptions.



Description

Exception  Exception

number

description

Procedures to be put in place

Responsible official Estimated  Estimated
percentage completion
completion date

Comments

Invalid VAT
invoices

EX 30

Invalid tax
invoices

All payments should be done based on valid
tax invoices. The municipality's VAT
registration should appear on the supplier
invoices. The following features should also
be taken note of before payments are done:
-The words "Tax Invoice" in a prominent
place;

-The name, address and VAT registration
number of the supplier;

-The name, address and, where the recipient
is a registered vendor, the VAT registration
number of the recipient;

-An individual serialized number and the date
upon which tax invoice is issued;

- Full and proper description of the goods

(indicating, where applicable, that the goods
are second-hand goods) or services supplied;

5% Ongoing
Ditshwanelo/Confidence basis

-The quantity or volume of the goods or services supplied;

-either the value of the supply, the amount of
tax charged and the consideration of the
supply; or where the amount of tax charged is
calculated by applying the tax fraction to the
consideration, the consideration for the supply
and either the amount of the tax charged, or a
statement that it includes a charge in respect
of the tax and the rate at which the tax was
charged.”

A sample of invoice was
selected and we noted that
payments are being done
based on valid tax invoices.
100% sample still needs to
be verified for all payments
for the current financial
year.

Accounting for
VAT

Expenditure should be recorded exclusive of
VAT in the respective votes. The VAT
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Ditshwanelo/Confidence 5% Ongoing
basis

Based on a sample of
payments tested, VAT was
accounted for correctly.



Exception  Exception Responsible official Estimated Estimated = Comments
Description number description Procedures to be put in place percentage completion
completion date
component should be recorded separately in However, 100% of the
the VAT vote. transactions should be
tested.
Tax returns EX 120 VAT 201 Follow up on Tax returns submitted to ensure  Deputy CFO 0% 10/07/2016  No tax returns have been
returns differ that the Municipality does not unnecessarily submitted to date.
from the VAT lose amounts Receivable.
accounts
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Description Exception  Exception description Procedures to be putin place ~ Responsible Estimated  Estimated Comments
number official percentag  completion
e date
completio
n
Finance leases EX67 Finance lease information not ~ General ledger should always be  Renata/ 0% 10/07/2016 -
submitted and incorrect consistent with the lease contract  Ditshwanelo/
balances and the amortisation Eunice

schedules. Municipality should
confirm amounts outstanding
from the service providers on a
regular basis,say on a quarterly
basis, and verify whether the

confirmed amounts are
consistent  with  accounting
records. Amortisation tables

which agree to the accounting
records should be maintained

lease contracts should be
available for all finance lease
arrangements

(includingVODACOM  Samsung
tablets).
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Exception  Exception Responsible official Estimated Estimated Comments
Description  number description  Procedures to be put in place percentage completion
completion date
Accruals EX 181 Cut-off issues  All expenses should be recorded Ditshwanelo 30% 15/07/2016  100% sample
noted based on the invoice date rather to be tested
than the payment date to ensure for cut off
that expenditure is accrued for in purposes.
the correct period.All payments to
be made based on valid tax
invoices.
EX 42 Cut-off issues
noted
EX 177 Cut-off issues
noted
Retentions EX72 Long Proper supporting documentation Ditshwanelo - 31/05/2016 -
outstanding for retentions should be
retentions maintained.
Expenditure ~ EX 27 Incorrect All expenditure should be recorded  Ditshwanelo/Consultants 0% 30/06/2016 -
classification in correct category
of
expenditure
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Description Exception description

Procedures to be put in place

Estimated Responsible official
completion date

A perpetual method of accounting for
inventory should be put in place to ensure
that the municipality can be able to account
for any inventory held at any particular time.
The stores department should ensure that a
proper audit trail of inventory purchased,
inventory issued out from stores and closing
inventory is mantained. The stores records
should in turn agree to Munsoft records.

Stock reconciliations should be done on a
monthly basis with any variances being
investigated. Physical stock counts should
be done on an interim basis. Stock count
procedures should be adhered to when stock
counts are done. Obsolete stock identified
should be appropriately be classified as
obsolete stock in the municipality's books.
Stocks counted should be verified by a
second person to ensure accuracy of the
count. Management should ensure correct
stock count sheets are used for the count.

31/05/2016

31/05/2016

Tumi Sechogela/stores

31/05/2016

Tumi Sechogela/stores

Exception
number
Stock count
procedures EX 141 Stock count differences
EX 142 Final inventory listing not
complete
EX 143 No monthly stock
reconciliation performed
Disposal of
properties EX187 No council resolution for

the disposal of property

All properties should be disposed off after
seeking council approval (council resolution).
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Description Exception Exception description Procedures to be put in place Esti Responsible official
number stimated
completion date
Irregular EX60 EX  Thereisno policy onwhen, A policy should be put in place on the Tumi/Nontlantla
expenditure 160 what and how irregular instances when irregular and fruitless
expenditure should be expenditure should be investigated.
investigated. Formal action should be takep to 30/04/2016
recover the monies that were fruitless
and wasteful, unauthorised and
irregular process from the responsible
personnel.
SCM controls EX 105 Bids and winning bidders not  Bids and winning bidders should be Tumi/Nontlantla
disclosed on municipal disclosed on the municipality's website.  30/04/2016
website
EX1 Incorrect calculation of
bidding points
EX2 No proof of review of
irregular expenditure register
EX3 Payment made later than 30
days
EX 66 SCM controls not
implemented during the year
SCM policy EX 65 SCM policy not up to date SCM policy should be updated. Refer 30/04/2016 Tumi/Nontlantla
to exception 65.
SCM controls EXTIEX109  Non-compliance with SCM Management should ensure that SCM 30/04/2016 Nontlantla/Tumi
processes was identified controls are adhered to.
EX108 No declaration of interests
by mannagement
EX 110 total payment under contract
exceed total contract amount
EX 170 Deviation from competitive
bidding process
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Description Exception Exception description Procedures to be put in place Esti Responsible official
number stimated
completion date
SCM EX 107 No bid specifications Bid specification committee should be 30/04/2016 Nontlantla/Tumi
committee appointed.
Description Exception  Eyception description Procedures to be put in place Estimated  Responsible official
number completion
date

Risk identification process EX 15 Management should ensure that all risks are included in the Internal audit

Risk identification process does not
include all risks

risk assessment process. These include:
(a) Risks relating to predetermined objectives.

(b) Risks relating to non-compliance with the Preferential
procurement policy framework act, DoRA, municipal
systems act, municipal structures act and all other relevant
acts.

(c) Risks posed by new legislation or regulations identified.
(d) Risks resulting from its interactions with various other
government entities and parties outside the government.
(e) Risks resulting from the lack of qualifications of
personnel hired or the extent to which they have been
trained or not trained.

() Risks that might be associated with major changes in
managerial responsibilities.

(9) Risks related to the availability of future funding for new
programmes or the continuation of current programmes
assessed.

(h) Risks related to past failures to meet entity missions,
goals, or objectives or failures to meet budget limitations.
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Description Exception  Eyception description Procedures to be put in place Estimated  Responsible official
number completion
date
(i) Risks indicated by a history of unauthorised, fruitless and
wasteful expenditure, or other statutory non-compliance.
() Risks inherent to the nature of its mission or to the
significance and complexity of any specific programmes or
activities it undertakes.
(k) Risks both entities wide and for each significant activity-
level of the entity.

Performance measurement EX7 No Performance Measurement Management should ensure that there is a performance 30/04/2016  Line managers/ HR

system system in place measurement system in place on which salary increments manager

and bonuses awarded to employees will be based on.
Performance appraisal should be done on employees on a
regular basis.

Policies and procedures manual  EX 8 There are no controls over policies ~ Management should ensure that a policies and 30/04/2016  CFO/Deputy CFO
of the local municipality in the form  procedures manual is implemented for all departments.
of formal policy register The manual should be effectively communicated to all

employees. This can also be used as a tool for measuring
performance of the employees as it stipulates the duties
that the employees are expected to fulffill.

Internal audit findings EX4 Internaéagdtit gndings not t Management should ensure that all audit findings raised 30/04/2016  CFO/Internal audit
responded to by managemen by the internal audit are responded to and resolved on an

ongoing basis. This will help to improve the control
environment of the municipality.

Compliance officer EX 149 Management did not ensure that a A comphewce officer should be appointed by the I\H/lR mgniger/
compliance officer is in place to municipalty. unicipality manager
monitor compliance with all
legislation 30/04/2016

Compliance issues EX 151 Non-compliance with MFMA Management should ensure it complies with MFMA CFO
section 122(1)(a) &(b 30/04/2016
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Description Exception  Eyception description Procedures to be put in place Estimated  Responsible official
number completion
date
EX 158
The municipality incurred long-term
debt without a resolution of the
council (signed by the mayor)/
board for approval of the debt
agreement.
EX 168 Policies and procedures not in
place for the procurement of
consulting services leading to
control deficiency over contract
management
Performance EX 45 Annual performance evaluation not ~ Management should ensure that they comply with MFMA Martin Tsatsimpe
done Municipal performance regulations section 57A 31/05/2016
AFS EX5 Caseware TB should agree to Munsoft TB. CFO/Consultants
Difference between Caseware TB
and Munsoft TB
Journals EX70,EX Review, Authorisation and Journal entries should be reviewed, checked and 30/06/2016  CFO
71 supporting  documentation  of authorised by appropriae personnel
journals
EX97 Journal voucher and supporting
documentation not submitted
Distribution losses EX 162 Distribution losses exceeded the Internal controls should be put in place to ensure that 30/04/2016  Maletsatsi

norm

electricity and distribution losses do not exceeded the norm.
Controls should be in place to reduce the risk of elctricity
bypassers and water leakages from resovoirs.
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Description Exception  Eyception description Procedures to be put in place Estimated  Responsible official
number completion
date
Audit committee EX 152 The audit committee did not The audit committee should submit, at least twice duringa  31/05/2016  Audit committee

submit, at least twice during a
financial year, an audit report on
the review of the performance
management system to the council
as required by Municipal Planning
and Performance Management
Regulations (GNR 796 of 24
August 2001) Reg 14(4)(a)(iii).

financial year, an audit report on the review of the
performance management system to the council as
required by Municipal Planning and Performance
Management Regulations (GNR 796 of 24 August 2001)
Reg 14(4)(a)(ii).
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. Exception : L . Estimated : r
Description number Exception description Procedures to be put in place completion Responsible official
date
Performance targets EX7 Management  should ensure that 30/04/2016 Martin Tsatsimpe
performance targets set are SMART i.e
m:sirrf:;::?c;stem in Specific, Measurable, Attainable, Realistic
and Time-bound
place
EX137 Performance targets not
measurable
EX138 Performance targets not
specific
EX28 IDP Priorities are repetitive
and budgeting per
objective unclear
EX 136 No corroborating evidence
for achievement of
Indicators
Standard operating EX 134 The municipality does not ~ Standard operating procedures should be  30/04/2016 Martin Tsatsimpe
procedures have standard operating put in place which take into account of the
procedures following: Integration of performance
information structures and systems within
existing management processes and
systems, Definitons and technical
standards of all the information collected
by the institution, Processes for identifying,
collecting, collating, verifying and storing
information and Use of information in
managing for results.
EX 140

No Road infrastructure
policy and water
maintenance plan in place
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6.3.2016/2017 AUDIT ACTION PLAN

Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

1. Compensation of
Employees: No vetting
process in place
(1SS.10)

During the understanding of the
municipality and its internal control,
it was discovered that no vetting
processes is done on shortlisted
candidates for the position of the
CFO.

Human resource
management division is
under-resourced to be able
to perform it's legislated
mandate. The municipal's
budgetary constraints
further contributed to the
non-compliance.

Management should
ensure that they perform
vetting processes on
shortlisted candidates

Management does not agree
with the finding. Reference
checks and Competency
Assessments were conducted
for all shortlisted candidates for
the CFO position

2. Compensation of
Employees:
Performance
Evaluations not
performed (ISS.20)

Section 7.1 of the performance
agreements states that:

The performance of each employee
in relation to his/her performance
agreement shall be reviewed on
the following dates with the
understanding that reviews in the
first and third quarter may be verbal
if performance is satisfactory:

First quarter: July -
September 2016

Second quarter:  October -
December 2016

Third quarter: January -
March 2017

Fourth quarter: April - June
2017

There are no performance
evaluations which are being
performed to monitor performance
of senior management.

There are no adequate
controls in place to ensure
compliance with laws and
regulations.

Management should
ensure that performance
evaluations are carried
out as per the
performance agreements
and that the performance
evaluations are
monitored.

Only one 2nd quarter /mid-year
performance review was held on
the 16th of February 2017.

- Performance review session
will be by 31 January 2017 (Mid-
Year review) and at by 31 July
2018(Annual Performance
Review)

Performance Evaluation of
Senior Managers to be
conducted by March 2018
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

3. Internal control:
Deficiency identified (
ISS.11)

The following overall control
deficiencies were identified during
the planning of the audit;

1.The municipality does not have a
disaster recovery plan to facilitate
the data restoration process in the
event of a disaster.

2. Numerous prior year findings
were raised relating to financial and
performance reporting and
compliance which remains
unresolved.

3. Employees' performance was
not monitored.

4. No controls in place to ensure
physical access restriction in IT
room.

5. User access to systems is not
segregated.

6. No process in place to reward
and retain employees who are
performing well.

7.The organogram for 2016/2017 is
not signed and approved by
council.

Management did not ensure
that there are adequate
internal controls in place to
mitigate the deficiencies in
the internal control
identified.

Management should
design and implement
effective internal controls
to ensure integrity of the
financial information.

Internal controls will be put in

place to address all
shortcomings identified.
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

4. Internal Controls
deficiencies: Assets
and Inventory (ISS.18

Contrary to the above mentioned
prescripts the following was noted
during the planning phase of the
Audit:1. The Fixed Asset register is

Insufficient time-lines
afforded to the service
providers appointed to
deliver a GRAP compliant

Management should
ensure that:1. A fixed
asset register is
maintained on a quarterly

None- Guideline is not a legal or
standard requirement in terms of
MFMA or GRAP

not consistent with the MFMA - Asset Register. basis and reviewed
Local Government Capital Asset against local government
Management Guideline as the capital management
following were not included: ¢ guideline.2. A thorough
Acquisition - Supplier Contractore review process is
Accounting - Funding Source* conducted against
Management & Risk - Maintenance experts/service provider's
History + Operational History and reports.3. Interim AFS are
Risk Assessment2. The mayoral reviewed by the internal
chain is incorrectly classified in the audit and audit
AFS as it is classified as Stamp committee.4. An intern
collections, military, insignia, should be deployed to
medals coin in the financial stores unit to eliminate
statements and classified as office the lack of segregation.5.
equipment in the asset register A checklist should be
Furthermore noted that there has formulated to aid in the
been no indication of the review of against
assessment of impairment took pertinent internal policies
place, as the asset register did not and procedures.
include an estimate of recoverable
orservice amount.3. Provision for
Landfill certification by the engineer
differs with the disclosed AFS
amount.Description Amount As Per
AFS Amount as per Landfill
certification DifferenceProvision for
landfill site R8 752 162 R8 758
394.76 R6 232Adjustment will be
made in the AFS.4.The Accounting
Policy does not cater for the
subsequent measurement relating
to Intangible Assets.5. An evident
lack of segregation of duties in
stores as the stock controllers,
receive and distribute stock.6.
Requisitions are not always signed
by the Head of Department.
Furthermore noted that a backlog
of capturing for 3 months relating to
the stores module on Munsoft. 7.
Security Personnel do not always
check the vehicle when leaving
municipal properties

5. Internal Control Contrary to the above mentioned Supplementary Valuation The accounting officer Management agrees with this

Deficiency: Revenue-
Monthly property rates
reconciliations not
performed (1SS.22)

during the risk assessment process
of the audit it was noted
thatProperty Rates reconciliations
were not prepared monthly.

rolls performed on an
annual basis and therefore
the reconciliation was
performed annually.

should ensure that
reconciliations are
prepared, reviewed and
authorised on monthly
basis.

findding.
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

1. AOPO - Indicator 118
not relevant (ISS 1)

Indicator 118 "Number of reports
on activities of the division sent to
Department of Transport before 7th
day of every month" is not well-
defined and doesn't relate logically
and directly to the unit's strategic
goals and objectives, but rather to
an internal control measure.
Furthermore,the activities not
specific and well defined as it
doesn't state which activities are to
be measured.

The indicator was not
properly developed to be
relevant and measure the
output, but measure the
input.

The indicator should be
well-defined to be
relevant to ensure it
measures the output
(activities) and not the
inputs. Furthermore
should the activities be
clear and specific and link
to the goals of the
division.

Agree with the findings

AGs recommendation is noted,
the key performance indicator
was not well defined and does
not meet SMART principles. The
KPI was removed in the Top
Layer SDBIP for 2017/2018
Financial Year.

2. AOPO - Indicator 130
not well defined (ISS 2)

Indicator 130 ""Number of
advertising structure database
updated per annum "do not have a
clear, unambiguous definition and
is therefore not easy to understand
and use.

The indicator was not well-
defined according to the
framework during the
development of the
indicators.

The indicator should be
re-defined and have a
clear, unambiguous
definition so that data will
be collected consistently,
and be easy to
understand and use.

Agree with the findings

AGs recommendation is noted.
During the development of the
2017/2018 Top Layer SDBIP,
internal audit assisted PMS unit
in ensuring that developed KPlIs
are well defined, easily
understood and meet the
SMART Principles before it was
approved by the Mayor.

3. AOPA - Indicator 136
not appropriate and
relevant(ISS
3)Requirement

Indicator 136 "Number of fleet
management policies reviewed and
approved by the Council per
annum" is not appropriate as it
measure an internal process and
not service deliveryimprovements,
and is therefore also irrelevant.

Indicator was not developed
according to the
requirements of the
framework referred to.

The indicator should be
re-developed in order to
measure the activities
that leads to service
delivery at the unit.

Agree with the findingsThe KPI
was improperly placed under
basic service delivery however it
has been corrected in the
current financial year
(2017/2018. ltis the
responsibility of Corporate
Services department to ensure
and assist with the process of
reviewing all municipal policies
and they are all sent to council
by the manager responsible
from Corporate Services under
Municipal Transformation and
Institutional Development Key
Performance Area.

4. AOPO - Indicator 137
not relevant(ISS 4)

Indicator 137 "Percentage of MIG
money spent" is not relevant to the
objectives and goals of the section
"Maintenance of municipal
buildings" as it relates to an input
ratio and not output. Furthermore
should this resort under "Financial
viability and management" and not
Basic service delivery.

The indicator was not well-
developed according to the
requirements of the
framework referred to.

Indicator should be re-
developed to measure
outcomes with regards to
maintenance of buildings
e.g. percentage of
tasks/projects performed
as per maintenance
schedule.

Agree with the findings.

Project Management unit is
required to report MIG spending
on a monthly and quarterly
basis, however, we agree with
the findings that the KPI was not
relevant to the objectives and
goals of the section
“maintenance of municipal
buildings. Recommendations will
be taken into account during the
review of the 2017/2018 Service
Delivery Budget and
Implementation Plan.
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

5. AOPO - Indicator 138
not relevant(ISS 5)

Indicator 138 - "Percentage capital
budget (excluding MIG) actually
spent on capital projects identified
in financial year regarding the IDP"
does not relate to the outcome of
the unit but measure a financial
ratio (input).

Indicator was not
appropriately designed to
measure outcomes at the
unit (capital projects) but
measure an internal
financial ratio.

Indicators should be re-
developed to measure
output of capital projects
e.g. percentage projects
completed as planned.

Agree with the findings,
recommendations will be
considered during the review of
the 2017/2018 SDBIP in January
2018.

6. AOPO - Policies and
SOPs for PDO not
developed(ISS 6)

The municipality did not compile
the necessary documentation as
required by par. 5.2 of the
Framework for the programme
management of performance

Policies and procedures in
this regard are not finalised
yet.

The required
documentation should be
finalised and the
subsequent processes
and structures

Agree with the findings.
Recommendation will be
implemented in the 2017/2018
financial year.

information implemented.
7. AOPO - Performance | The required performance Inadequate management Performance Agree with the findings
management system management system has not been | controls to ensure the management System The municipality is in the

not in place(ISS 7)

established yet although one is
currently being developed for
2017/18.

establishment of a
performance management
system.

which is currently being
developed should be
finalised and
implemented.

process of implementing
legislative requirements as
recommended for 2017/2018
financial year.

8. AOPO - Roles and
responsibilities for

quality assurance not
communicated(ISS 8)

Roles and responsibilities for
ensuring data integrity and quality
assurance were not documented
and communicated to all relevant
staff as required by the framework.

Lack of management
controls to ensure
compliance with the
framework.

Roles and responsibilities
for ensuring data integrity
and quality assurance
should be clearly
documented and
communicated to all
relevant staff.

Agree with the findings, standard
operating procedures per Key
Performance Indicators will be
developed during the 2017/2018
financial to ensure data and
quality assurance is clearly
documented and communicated
to all relevant staff. We also
request AG to assist and advise
and show us examples of such
documents that the municipality
must develop to ensure that data
and quality assurance is clearly
documented and communicated
to all relevant staff.

9. AOPO - Risk
management
procedures not effective
(1SS 13)

Risk management procedures were
not implemented as required

Ineffective management
controls to comply with the
framework.

Risk management
procedures should be
implemented to identify,
prevent and correct
misstatements regarding
performance information
reporting, including data
quality risks.

Disagree with the finding.Risk
Management procedures were
implemented to identify risks
regarding performance
management system and
controls were implemented.
However, the unit can confirm
that not all risks identified were
attend to.

10. AOPO - No data
assurance procedures
in place (ISS 15)

Data assurance procedures were
not in place to monitor data
collection, processing and
monitoring procedures.

Inadequate management
controls in place to comply
with the framework.

Data assurance
procedures should be put
in place to monitor data
collection, processing and
monitoring procedures.

Agree with the findings.
Recommendations made will be
taken into account.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
11. AOPO - Systems and processes for the Inadequate management The system and process | Agree with the findings, the unit

Performance not
adequately monitored
(1SS 16)

monitoring, measurement and
review of performance were not
designed in a manner that enables
the municipality to detect early
indications of under-performance.
Only quarterly reports were in
place.

controls in place to adhere
to the act.

for the monitoring,
measurement and review
of performance should be
designed in a manner
that enables the
municipality to detect
early indications of under-
performance.

will put in place a system and
process for the monitoring,
measurement and review of
performance to detect early
indications of under-
performance address under-
performance throughout the year
on quarterly basis by developing
and monitoring a progress to
date report on measures taken
to improve performance.

12. AOPO - Annual
Reportis not taken into
account in mid-year
report (ISS 17)

The Mid-year performance report
did not take into account the
municipality's annual report for the
past year and progress on
resolving problems identified in the
annual report.

Inadequate management
controls to comply with the
act.

The Mid-Year
Performance report
should take into account
the municipality's annual
report for the past year
and progress on resolving
problems identified in the
annual report.

Agree with the findings,
recommendations will be
implemented in the 2017/2018
financial year.

ISS.14: Incorrect
classification of the
assets in the Assets
Register

During the assessment of the
above mentioned infrastructure
assets it was identified that this
transformer is a 400 kva however it
was included in the asset register
as 500 kva.

The infrastructure Asset
Register is not reviewed and
updated on a regular basis.

Management should
review the assets register
to ensure that the correct
descriptions are applied
to the assets to ensure
that they are correct

Management agrees with this
finding, but it has an immaterial
effect on the fair value
FAR_2017_11976

Asset was verified in 2017 but a
mistake was made on the
descriptor. However, this asset
was linked to an addition,
therefore it does not have an
impact on the fair value of the
asset register.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response

AG
ISS.24 PPE The assets | During the physical verification of Asset register reviews are Management should Management does not agree
do not exist the assets with the municipality’s not performed regularly. ensure that only those with this findingThis asset does

consulting engineer the following
assets could not be physically
found:Table 2: Assets do not
existFAR_ID_2017 Asset
SubCategory Component Type
Size SizeMeasure CRC 2016
INCL FAR_2017_6097 Roads and
Stormwater Concrete  400.00
mm 83 947.92 During the physical
verification of the assets with the
municipality’s consulting engineer
the following assets could not be
physically found:Table 2: Assets do
not existFAR_ID_2017 Asset
SubCategory Component Type
Size SizeMeasure CRC 2016
INCL FAR_2017_6097 Roads and
Stormwater Concrete ~ 400.00
mm 83 947.92

assets that exist, In good
working condition and
belong to the municipality
are included in the assets
register

exist, it is an underground storm
water pipe obtained from
engineering as built drawings
and not visible above the
groundSee images below:

130




Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
ISS.25: PPE The assets | During the physical verification Sedibeng Water Board had | The municipality should The facilities where these assets

could not be verified
(Scope limitation)

process, the audit team could not
get access to 13 assets selected
for verification and therefore the
condition and existence of the
assets could not be verified. Table
3 below indicates assets that could
not be verifiedTable 3: The assets
that could not be verified (Scope
limitation) No FAR_ID_2017 Asset
SubCategory Component Type
CRC 2016 INCL CRC 2008 INCL
Additions Amount CURRENT
CONDITION 2017 DESCRIPTION
1 FAR_2017_12580 Electricity
Switchgear - Big 1643 986.98 1
277 290.60 2518301.74
GOOD2 FAR_2017_14170 Sewer
Chamber 44 163.73 34
312.87 75895.69 FAIR3
FAR_2017_16877 Sewer
Telemetry - Pump Station 118
032.94 91705.33 POOR4
FAR_2017_9733 Sewer
Distribution Kiosks 4.860.30
3776.19 GOOD5
FAR_2017_15957 Sewer Oxidation
Ponds & Dams 1488 332.82 1
156 355.57 FAIR6
FAR_2017_11358 Sewer
Transformers 55 105.60
4281412 GOOD7
FAR_2017_11940 Water Telemetry
- Reservoir 13427133 104
321.70 44 216.36 GOOD8
FAR_2017_11598 Water
Transformers 80 234.95

62 338.29 26 421.85
GOOD9 FAR_2017_12039 Water
Water Pump Mechanical - Pump
168 060.15 130 573.81

122 735.13 GOOD10
FAR_2017_10442 Water
Distribution Boards 11 450.39
8896.34 8362.27
GOOD11 FAR_2017_14762 Water
Bulk Water Meter 81 820.20
63569.95 FAIR12
FAR_2017_8912 Water Face Brick
& Bobcrete (Concrete) Roofing
Slab  115623.63 89 833.42
VERY GOOD13 FAR_2017_9671
Water Distribution Kiosks 4
860.30 3776.19 GOOD

locked premises of the
Municipality during the
verification processes.

therefore ensure that
access to the site/asset
selected for verification is
granted to enable
verification of such
site/asset

are housed were locked at the
time of audit as these facilities
are managed by Sedibeng
Water for the municipality. We
are in the process of making
copies of keys for these facilities
and the Auditors will be free to
access the facilities to verify the
assets. Furthermore this was
communicated to the audit
manager that further
arrangements will be made to
avail access to the auditors to
verify these assets.Photo links
are available for all these assets
within the asset register, field:
Photo RefClick on the hyperlink
to access via a web
browser.Login:
photo@gmail.comPassword:
photo1234
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
ISS.25: PPE The assets | During the physical verification Sedibeng Water Board had | The municipality should The facilities where these assets

could not be verified
(Scope limitation)

process, the audit team could not
get access to 13 assets selected
for verification and therefore the
condition and existence of the
assets could not be verified. Table
3 below indicates assets that could
not be verifiedTable 3: The assets
that could not be verified (Scope
limitation) No FAR_ID_2017 Asset
SubCategory Component Type
CRC 2016 INCL CRC 2008 INCL
Additions Amount CURRENT
CONDITION 2017 DESCRIPTION
1 FAR_2017_12580 Electricity
Switchgear - Big 1643 986.98 1
277 290.60 2518301.74
GOOD2 FAR_2017_14170 Sewer
Chamber 44 163.73 34
312.87 75895.69 FAIR3
FAR_2017_16877 Sewer
Telemetry - Pump Station 118
032.94 91705.33 POOR4
FAR_2017_9733 Sewer
Distribution Kiosks 4.860.30
3776.19 GOOD5
FAR_2017_15957 Sewer Oxidation
Ponds & Dams 1488 332.82 1
156 355.57 FAIR6
FAR_2017_11358 Sewer
Transformers 55 105.60
4281412 GOOD7
FAR_2017_11940 Water Telemetry
- Reservoir 13427133 104
321.70 44 216.36 GOOD8
FAR_2017_11598 Water
Transformers 80 234.95

62 338.29 26 421.85
GOOD9 FAR_2017_12039 Water
Water Pump Mechanical - Pump
168 060.15 130 573.81

122 735.13 GOOD10
FAR_2017_10442 Water
Distribution Boards 11 450.39
8896.34 8362.27
GOOD11 FAR_2017_14762 Water
Bulk Water Meter 81 820.20
63569.95 FAIR12
FAR_2017_8912 Water Face Brick
& Bobcrete (Concrete) Roofing
Slab  115623.63 89 833.42
VERY GOOD13 FAR_2017_9671
Water Distribution Kiosks 4
860.30 3776.19 GOOD

locked premises of the
Municipality during the
verification processes.

therefore ensure that
access to the site/asset
selected for verification is
granted to enable
verification of such
site/asset

are housed were locked at the
time of audit as these facilities
are managed by Sedibeng
Water for the municipality. We
are in the process of making
copies of keys for these facilities
and the Auditors will be free to
access the facilities to verify the
assets. Furthermore this was
communicated to the audit
manager that further
arrangements will be made to
avail access to the auditors to
verify these assets.Photo links
are available for all these assets
within the asset register, field:
Photo RefClick on the hyperlink
to access via a web
browser.Login:
photo@gmail.comPassword:
photo1234
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

ISS.26: PPE Additions
not added to the
amount of the existing
assets

During the assessment of the
assets register it was identified that
there were some additions made to

the existing assets and the value of

this additions were then used as
the cost of the whole asset. If you
look at the CRC (Capital
Replacement Cost) of 2016 and
2008 you can see that the value of
the additions is far less then CRC.
This indicate that this was just an
addition and repair of that item not
replacement. Below examples are
shown. This therefore resulted in
the understatement of the assets in
the financial statement. Refer to
table 4 below

Asset register reviews are
not performed regularly.

Management should
review the assets register
to ensure that addition
are added to the existing
assets to ensure that the
cost price of the assets is
accurately stated in the
assets register and that
the cost price of the
assets in the financial
statement is accurately
stated.

Management do not agree with
this finding. These assets were
acquired after 30 June 2008 and
are valued using Actual cost
method and not CRC.

It is important to keep in mind
the process of allocating addition
amounts to components:

1. Project costs are obtained
and matched to the GL.

2. For all project additions,
additional information is sourced
in order to link the addition costs
to components e.g. asbuilts
drawings and bill of quantities.
3. Based on the information
obtained from the bill of
quantities and asbuilts
components captured in the field
are linked to the project.

ISS.27: PPE The
Valuation reports were
not submitted for audit (
Limitation of scope)

The valuation reports for land and
building were not submitted for the
assets as included in table 5, the
audit team were therefore notin a
position to verify how the selling
prices were determined

Auditors request are not

followed with individual audit

team members

Management should
ensure that requested
information is made
available to the auditors
to enable them to perform
their assessment of the
assets and express their
opinion on the fair
presentation of the assets
in the financial statement.

Management does not agree
with the audit finding as the
valuation roll was submitted and
acknowledged by the assistant
audit manager on the
assignment. This was however
not forwarded to the auditor who
requested this information in the
audit team. This finding is
therefore invalid and should not
make it to the draft nor the final
management letter.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
ISS.28: PPE + The methodology and supporting | Consulting engineers were Management should Management do not agree with
Components that the documents that were submitted for | provided a short space of ensure that all the assets | this finding
audit team were unable | audit purpose does not clearly time to compile the Asset are correctly described to | 1. The supporting
to verify their RUL. indicates how the conditions of Register. ensure that calculation of | documentation provided as part

Requirement/Legislation

complex components where
verified.
* Thus the audit team were unable
to determine the true value of the
RUL and the DRC of the below
listed components.
+ The audit team are also of the
opinion that the descriptor is also
confusing on this components,
because according to COLTO
(4200) the road base with the
asphalt surfacing is constructed
with G1-G6 material not asphalt
and on the block paved road the
bricks are used for surfacing not
base of the road.
+ The below table outlines these
components.

Table 2

the DRC is not confusing
for all the asset items.

of the audit file, clearly indicates
the adopted EUL and Unit Rates
for these components. The EUL
of 50 years for road base
structures are in line with the
guidelines found in government
publications — National
Treasury’s Local Government
Capital Asset Management
Guideline.

2. As part of the supporting
documentation, clear indications
of the calculations and
layerworks assumptions for
various road surface types were
included. These were provided
by independent professional
engineers — refer to DECA
supporting documentation — and
are in line with best practice
quidelines.

3. Similar to it being impractical
and excessively expensive to dig
up network assets (such as
pipelines and cables) to assess
conditions and material types
(when the data is not available),
itis also not feasible to conduct
a geotechnical investigation on
the layer works for every
municipal road to assess the
composition, depth and
condition of the layer works.
This will be a vastly expensive
and time-consuming exercise.
In this regard stating that the
FAR descriptor for road layer
works should be classified
according the classification of
the granular material (G1 - G9),
is an oversimplification and
impractical suggestion as it
would require detailed
geotechnical knowledge of each
municipal road. Limiting the
criteria to the classification of the
granular material is also not
accurate, as the layer works for
asphalt roads (the example
used) could include for instance
cement stabilized materials
(denoted as C1, C2, etc.) or
bitumen treated base course
materials (BTB layers, etc.).
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

Again, the only way of
accurately defining the
composition of the road layer
works, will be to conduct
geotechnical tests on the roads,
which would be too expensive
and time consuming.

4. As such, to deal with the
challenges presented by C, the
following methodology is
applied:

a. The road surface type can be
classified based on a visual
inspection and this data can be
considered to be of a high
degree of accuracy.

b. Based on the road surface
type, the costs for road base
structure (or layerworks) can be
generally defined using best
practice guidelines for designs of
roads of the relevant surface
type. This is done by
independent professional
engineers (refer to DECA
supporting documentation). As
such, using the surface type as
the descriptor for the road base
structure is line with the
methodology followed.

c. EUL model for road base
structures should be in line with
NT guidelines.

d. The condition of the road
base structure is calculated in
line with the condition of the
road surface, as without any
more detailed information, this is
the most reliable indicator.

e. The DRC can be calculated
using the condition, EUL and
Unit Rate model for the specific
road base structure type.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
ISS.29: PPE FAR_2017_16361 — Concrete Inadequate review of the Management should FAR_2017_16361 - Concrete

Components added as
one component.

Stormwater Channels Component
has been classified as concrete
stormwater channel that has the
following parameters
(0.50m?x34.00m Length).» 34m.
length that is on the asset register

asset register and the
validation thereof.

ensure that all the assets
are correctly broken down
and included as separate
items in the asset register

Stormwater
ChannelManagement do not
agree with this

findingStormwater channels and

grid inlets are recorded
separately in the asset

register.Stormwater channels
are captured using three
dimensions in the field:* Width in
metere Average Depth in metere
Length in meterin the asset
register we record the width x
depth as m2in the Size column

included the grid inlets as shown
on figure 11 That indicates that the
stormwater and the grid inlet are
added as one component.s Thus
the audit team are of the opinion
that the CRC does not reflect a true
value of this asset, as these two

components have a different CRC.
FAR_2017_16353 Concrete
Stormwater Channel* Stormwater
channels that are on the same
street have been added as one
component, this was confirmed by

and the length in the extent
column.The unit rate is
measured in cubic m (m?),
therefore we multiply the
dimensions to get to a CRC
value.FAR_2017_16353

Concrete Stormwater
ChannelManagement agrees
with this finding; however the
difference between 33 in Length
and (27+10) has no material

the municipal consultant during the
physical verification, thus give the
component to have the following
parameters (0.50m? x 33.00m
Length)s The audit team had

measured the following parameters
(0.9 m x27.00m Length) on the
stormwater channel shown on
figure 12, this was the location of
this component. The other section
of the stormwater on the other side
is 10m in length.» Audit team are of
the view that these assets were not
componentized accordingly.s Thus
the audit team is of the opinion that
the CRC does not reflect a true
value of this asset.

impact on the fair value

ISS.30: PPE Building
incorrectly classified as
a clinic in the asset
register

* Facility has been wrongly
classified on the asset register,
because the municipality building
facilities that are on the erven is
only the ablution facilities as show
on figure 13.

+ During physical verification the
audit team discovered that the
municipality facilities on the
specified erven is not a clinic as
indicated in the asset register

+ We could also not determine how
the values were derived at.

Validation of the asset
register not performed.

Management should
ensure that all the assets
are correctly classified in
the asset register and
that all valuation
methodology and
supporting document is
provided for audit
purposes.

Agreed, this will be corrected on

the asset register
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ISS.31: PPE The
following asset was
damaged and it was not
impaired in the asset
register

+ During the physical verification
the audit team have discovered
that component 16391 — Batlharos
Community Hall has been badly
damaged on the inside. The below
figures illustrate the condition of the
asset. The physical building it is
still in good conditions, there are no
visible defects on the
infrastructure.* The audit team are
of the opinion that this asset should
have been impaired.« Below are the
pictures of the damages done to
the building

Infrastructure asset
management is outsourced,
no regular updates of the
Fixed Asset Register

Managements should
ensure that damaged
assets are impaired in the
asset register so that the
values are not overstated.

This asset was not as badly
damaged at the time of physical
verification. The structure was
sound and only warranted
repairs to be done on the areas
vandalised.The asset will be
impaired in order to reflect the
damage that was caused by the
vandalism.

5.1SS.36 AOPO:
Indicators not
measurable

Contrary to the above mentioned
prescripts the following was noted:
a) Indicators not verifiable

No. Indicator name Target
Reasons

1115 - Implementation of schedule
at cemeteries 100% No registers
are kept for the current year of
audit.

2 117 - Percentage of outstanding
fines and warrant of arrests 100%
Target numerator and denominator
not clearly defined

3114 - Implementation of
maintenance schedule at sport
grounds 100% Target numerator
and denominator not clearly
defined

4 149 - Percentages of water
breakdown (pipe burst, blockages)
attended to and resolved within 24
working hours of reporting 100%
Target numerator and denominator
not clearly defined

5126 - Percentage of building
contravention submitted for legal
action within 6 weeks from
detection 100% Target numerator
and denominator not clearly
defined

6 127 - Percentage of building
plans applications assessed within
30 working days 100% Target
numerator and denominator not
clearly defined

7128 - Percentage of building
inspections conducted within 32
working hours from time of booking
of appointment 100% Target

The Municipality does not
have proper, clear and
specific guidelines
"Standard Operating
Procedures" (SOP) on how
to prepare the performance
objectives and they did not
have a manager for PMU till
year end.

The Municipality should
prepare an SOP
addressing each indicator
and following the
"SMART" criteria.

In the SOP they should
have measurable targets
and well defined
indicators.

The targets achieved
should be re-performable
and have numerator and
denominator and it should
address how the
information will be
collected.
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numerator and denominator not
clearly defined

b) Indicator not well defined:

No. Indicator name Target
Reasons

1136 - Number of fleet
management policies reviewed and
approved by Council per annum 1
Practice not consistent with
indicator name; indicator not
reviewed annually.
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1. (ISS.33)Employee
costs: Planning issues

Through inspection of an employee
pay-slip (employee code: S313754)
for pay period ending 30 November
2016, it is noted that the employee
received an amount of R2 557.95
for overtime at 1.5 and 2 days paid
for working on Sunday amounting
to R682.15. Other allowances
verified include night shift (31 hours
amounting to R264.32) and
standby (105 hours amounting to
R447.64).A calculation of overtime
hours by the payroll department
was noted as inscribed on the
approved forms as 1.5 - 40hrs;
Sunday -2 days; (Night Shift) N/s -
31The attached timesheet on which
the payments were based is
summarised as follows:Verified and
approved work done Activity hours
verified/ payableDate Period O/t
Hrs Rate Night shift04/11/2016
16:30t023:307.01.5
5.505/11/2016 10:00 to 00:30 12.5
1.56.506/11/2016 01:00 to 23:30
10.52.0 3.007/11/2016 16:30 to
21:004.0 1.52.508/11/2016 16:30
t0 22:30 6.0 1.5 4.509/11/2016
16:30t021:305.01.5
3.510/11/2016 16:30 to 22:30 6.0
1.54.512/11/2016 07:00 to 14:00
7.0 1.50.013/11/2016 07:00 to
14:00 7.0 2.0 0.0The above
timesheet details are further
evaluated against payroll
calculations as follows: Total Hours
Rate Quantified/ payable
DifferenceOvertime payable Audit
verified Municipality Audit
Municipality Hours @ 1.5 40 40
63.945 2,557.80 2,557.95
0.15 Hours @ 2 17.5 16 85.26
1,492.05 682.15
(809.90)Stand-by allowance per
policy 1 week 31 (85

265/250/8*8.5)  362.38

447 64 85.26 Overtime
leave days 7.5 25 8 0.94
3.13 2.19 Night shift
30.00 31 (85 265/250/8)
1,545.44 264.32

(1,281.12)lt is from the above that
the following matters are
established:1. Employees at the
municipality work overtime
following which any hours in
excess of 40 hours in any pay
period (average of 10 hours per

1. The municipality does not
apply adequate reviews on
payroll calculations on the
computation of the actual
hours due for payment as
evidenced by timesheets.2.
Application of policy
provisions in accordance
with system set-up is not
accurately reviewed to
ensure accurate application
of all transactions affecting
an employee’s gross
earnings.3. Payroll officials
lack complete knowledge of
all policies that affect
employees’ remuneration as
followed by incapacity to
apply related policies
accurately.

We recommend that
payroll officials should be
familiarized with all
policies and provisions
that affect the municipal
operations in general.
Guidance should be
extended to the
application of related
policies to employee
remuneration/ payroll
calculations.Where
possible we recommend
capture of employee
working hours
electronically (basic excel
can be considered for a
start), to enable accurate
computation of hours
worked.We also
recommend
establishment of the VIP
payroll system with
reviewed transactions
that are aligned to the
municipality’s policies and
provisions, as clearly in
line with legislation and
regulative prescript.
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week) are not processed for
payment however converted to
overtime-leave days accrued.2. A
review of overtime hours per time-
sheet against actual hours paid/
calculated per payroll indicated a
variation which could not be
clarified form the payroll office
resulting in inaccurate payment of
overtime/ conversion of overtime
hours to leave days due.3. The
calculated overtime leave days
could not be traced to the leave
register for employee leave
balances. We could not establish
further when the employee took
time-off for the accrued leave
days.4. Stand-by allowance is paid-
out in relation to the number of
hours worked however policy
provisions require remuneration for
stand-by allowance to be in
accordance with the number of
weeks an employee is available for
stand-by.5. Remuneration for night-
shift work is not applied at the
correct rate/ tariff.
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2.1S8S.34: Employee
cost: Appointment not
aligned to organogram

The municipality appointed an
official as: Manager -Performance
Management Systems following
which recruitment was initiated in
November of 2016 however, the
organogram did not make
provisions for the respective
position.t is further noted that
council approved an organogram in
June of 2017 and notification of
related appointments was done five
months after the official has
resumed their duties. It is further
noted that employees receive
Housing Help as an allowance to
their salaries however we could not
establish full entitlement of related
allowances in the form of proof of
registration at prescribed
institutions in the employee's name.
For the matter referred on Housing
Help, the municipality advanced
R750 for the 2016/17 financial
period in excess of SALGA
determination of R742. Contrary to
the requirement of the Recruitment
Policy (section 2.1.4) of the
Municipality, we could not obtain
adequate evidence to indicate that
the position was internally
advertised. We did not obtain
adequate audit evidence to indicate
that the employee's medical aid
and pension/ retirement fund was
activated prior to payroll cut-off (on
the 15th of February) for
processing of salary run; however
deductions and contributions were
undertaken resulting in adequate
controls on the validation of payroll
transactions. The overall impact of
the control deficiencies will be
evaluated further with detailed
testing to follow.

Oversight and override of
budget/ organogram
provisions in the
appointment of
officialsPossible
Unauthorised Expenditure

We recommend that all
appointments should be
in accordance with an
approved organogram as
budgeted in accordance
with the municipality's
Recruitment Policy

Council resolution had been
taken in May 2016 for the
financial period of 2016/17

3.188.37: Repairs and
maintenance:
Incomplete disclosure

It was identified that repairs and
maintenance was only disclosed on
the face of the financial statement
under expenditure and no
separately disclosure of information
about the specific costs included in
the amount of repairs and
maintenance disclosed in the note.

Management did not
properly review the finance
statement.

Management should
ensure that finance
statement are reviewed.

Agreed, the disclosure is now
reflected in the financial
statements
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4.18S.39: PPE: Work In
Progress not disclosed
in line with GRAP 17
requirement

1. The work in progress is not
disclosed as per requirements of
the above mentioned GRAP 17
requirements as no disclosure was
made for the following:i)
Cumulative expenditure recognised
in the carrying value of property,
plant and equipment.ii) Carrying
value of property, plant and
equipment that is taking a
significantly longer period of time to
complete than expected, including
reasons for any delaysiii) Carrying
value of property, plant and
equipment where construction or
development has been halted
either during the current or
previous reporting period(s)
including reasons Below is the list
of projects that were not completed
on time:Project Name Project
Description Start Date Planed End
Date Actual completion End
DateMIG 1317: Vergenoeg-
Maruping: Upgrading link road to
bituminous standard (Phase 2)
Construction of 4.6km gravel road
to surfacing 2016/04/05 2016/10/07
2017/07/20MIG 1318: Vergenoeg-
Batlharos: Upgrading link road to
BitumInious standard (Phase 2)
Construction of 4.1km gravel road
to surfacing 2015/09/03 2016/03/17
2016/05/30Construction of
Mapoteng water network
extensions Source verification of
existing boreholes to confirm the
yield, drilling and equipping of
additional 2 borehole, construction
of 3.5km dedicated pump main,
installation of 37 prepaid
standpipes and construction of
9.4km reticulation pipeline
2016/07/20 2017/03/31
2017/06/23Construction of
Mokalamosesane bulk water
supply augmentation phase 2
source development for additional
1 borehole, drilling and equipping
of 1 borehole, construction of
2500m dedicated pump main,
construction of 150kl pressed steel
tank on a 15m stand installation of
26km prepaid standpipes and
construction of 11.6km reticulation
pipeline 2016/07/20 2017/04/06
2017/05/12Construction of lined
double pit sanitation toilets

Management did not take
adequate steps to ensure
that they are up to date with
the changes of the GRAP
standards

Management should
ensure that the work in
progress is disclosed in
line with the GRAP
requirements as indicated
in the finding above.

Agreed, work in progress will be

disclosed as per GRAP 17
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Construction of 496 lined double pit
toilet in Bankhara Bodulong
2016/07/07 2016/11/07 2017/07/11
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG

5.18S.36 AOPO: Contrary to the above mentioned The Municipality does not The Municipality should Management Response

Indicators not prescripts the following was have proper, clear and prepare an SOP

measurable noted:a) Indicators not verifiable specific guidelines addressing each indicator

No. Indicator name Target
Reasons1 115 - Implementation of
schedule at cemeteries 100% No
registers are kept for the current
year of audit.2 117 - Percentage of
outstanding fines and warrant of
arrests 100% Target numerator
and denominator not clearly
defined 3 114 - Implementation of
maintenance schedule at sport
grounds 100% Target numerator
and denominator not clearly
defined4 149 - Percentages of
water breakdown (pipe burst,
blockages) attended to and
resolved within 24 working hours of
reporting 100% Target numerator
and denominator not clearly
defined5 126 - Percentage of
building contravention submitted for
legal action within 6 weeks from
detection 100% Target numerator
and denominator not clearly
defined6 127 - Percentage of
building plans applications
assessed within 30 working days
100% Target numerator and
denominator not clearly defined7
128 - Percentage of building
inspections conducted within 32
working hours from time of booking
of appointment 100% Target
numerator and denominator not
clearly definedb) Indicator not well
defined:No. Indicator name Target
Reasons1 136 - Number of fleet
management policies reviewed and
approved by Council per annum 1
Practice not consistent with
indicator name; indicator not
reviewed annually.

"Standard Operating
Procedures" (SOP) on how
to prepare the performance
objectives and they did not
have a manager for PMU till
year end.

and following the
"SMART" criteria.In the
SOP they should have
measurable targets and
well defined
indicators.The targets
achieved should be re-
performable and have
numerator and
denominator and it should
address how the
information will be
collected.
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6. 1SS.38: Provisions -
Misstatement in Post-
Employment Benefit
provision

Contrary to the provisions of GRAP
19, the following has been
identified:

1) Information submitted to the
actuaries included invalid data
following which an employee
whose service terminated as at 30
June 2017 was included in the
consideration for evaluations and
related assumptions.

Reference to the above finding is
employee code S401153 with a
salary in June as included in the
actuarial evaluation of R9 903.

2) Provision made as at 30 June
2016 for liabilities due within the
2016/17 period for Long Service
Bonuses amounted to R332 577 as
compared to actual bonuses paid in
the period amounting to R142 443.
This indicates an excess provision
by 57% resulting in a need to
review the reliability of the basis of
evaluation for the provision as
disclosed in the Annual Financial
Statements.

1) Information submitted to
the actuaries is not
reviewed for validity and
accuracy

2) Estimates and provisions
made are not reviewed for
relevance and adequacy
Estimates are based on
invalid data resulting in
excessive provisions
leading to inflated employee
costs per Statement of
Financial Performance and
inflated liabilities per
Statement of Financial
Position by an unknown
amount. It is for this matter
that we are not able to
quantify the overall
misstatement in the
actuarial estimates made as
a result we cannot place
reliance on the actuarial
evaluations to which the
provisions was made.

We recommend that
management should
review all information and
data prior to submission
to external parties.
Further all results upon
submission from agents
should be reviews for
adequacy, accuracy and
relevance to the
organisation.
Management should also
consider evaluation and
assessment of the work
done by agents and
further engage with
respective parties were
trending variations are
identified.

Agreed, management will review
the information to be re-
submitted to Actuaries

1. 1SS.54: Provisions:
Leave accrual
incomplete

The municipality only reported on
one category and group of
employees (Company 001),
overlooking the obligation on leave
balances for temporary employees
and other management
personnel.This resulted in 1 192
employees’ leave balances not
considered in the provision for
leave pay as reported upon in the
Annual Financial Statements.

The municipality did not
recognise the liability as
stipulated per the Basic
Conditions of Employment
Act (75 of 1997) as this
would meet the recognition
criteria in accordance with
GRAP 19.

We recommend that
management should
prepare financial
statement which show a
true reflection of
obligations (legal or
constructive).In addition,
the provisions of the
BCEA should be
monitored and controls
implemented which
include among others,
monitoring of leave due to
temporary employees in
accordance with section
20 (2) of the
Act.Monitoring should
enable an assessment of
hours/ days worked by
the employee following
which for every 17 hours
worked, the employee is
entitled to at least 1 hour
annual leave. Should
monitoring be undertaken
in days, for every 17 days
worked, the employee is
entitled to 1 day annual
leave (pro-rata).

Management does not agree
with the audit finding. The
contract workers do accumulate
leave days in terms of the
BCEA, however it should be
noted that these contract
workers are in a form of job
creation mechanisms funded
from grants such as EPWP.
Unused leave days are not
remunerated when the contract
expires even in the event that
the worker gets absorbed from
being a contract worker to a
permanent employee, no leave
days is carried forward,
therefore the provision for leave
in the AFS has been correctly
calculated.
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2.1S8.50 PPE- Land &
Buildings- Loss on
scraping of building not
disclosed

The loss on scrapped Community
building, ERF 1515, was not
recorded in the financial
statements.

Calculation of the profit or loss of
the disposal

Cost of the Asset 3 208 044.57
Total Useful life 36 500.00 Days
Time lapsed from acquisition to
date of disposal 2 984.00 Days
Accumulated depreciation 262
268.63

Carrying value at the date of
disposal 2 945 775.94

Amount received from the
insurance 2 745 628.20

Loss on disposal (200 147.74)
Amount recorded as per AFS -
Misstatement (200 147.74)

Management did not
adequately review the
annual financial statements
to ensure that they are
compliant with GRAP
requirements

Annual financial statements
will not be fairly presented
as required by GRAP and
the MFMA.

Management should
disclose the profit/ loss on
the scrapping of the
destroyedCommunity
building

Management agrees with the
audit finding and will make
adjustments to the financial
statements.
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3.1S8.58: Infrastructure
Assets- Infrastructure
Assets acquired Post
2008 were incorrectly
Valued

The cost of infrastructure assets
that were acquired post 2008 were
apportioned incorrectly between
each asset from the total cost of
the project as the municipality did
not use the bill of quantity and
variance report to apportion the
costs incurred on the total cost of
project. Furthermore, we could not
obtain the bill of quantities to
perform a recalculation to quantify
the magnitude of the misstatement.
The below listed infrastructure was
a sample selected to verify the
correctness of the costs allocated.
FAR_ID_2017 Asset Sub-
Category Component Type
Descriptor Type Invoice Date
Invoice Amount (
R)FAR_2017_11940 Water
Telemetry - Reservoir  2012/07/10
44 216.36 FAR_2017_11598 Water
Transformers 200 kva 2012/07/10
26 421.85 FAR_2017_12472
Electricity Mini - Substation 630 kva
2011/11/30 305 104.49
FAR_2017_14170 Sewer Chamber
Concrete/Brick and Steel Cover
2009/02/04 75 895.69
FAR_2017_9780 Sewer
Distribution Kiosks 2009/02/04

8 352.45 FAR_2017_15917 Roads
and Stormwater Kerbing Single
Unit 2008/12/10 200 191.32
FAR_2017_13953 Sewer Chamber
Concrete/Brick and Steel Cover
2009/06/30 22 963.44
FAR_2017_14499 Sewer Chamber
Open Concrete Chamber
2009/06/30  51447.87
FAR_2017_8973 Roads and
Stormwater Roads Base Structure
Brick 2014/03/04 840 286.53
FAR_2017_8931 Roads and
Stormwater Kerbing Single Unit
2014/03/04 211 255.58
FAR_2017_8986 Roads and
Stormwater Road Surface Asphalt
2015/02/27 166 937.63
FAR_2017_8990 Roads and
Stormwater Roads Base Structure
Asphalt 2015/02/27 252 910.60
FAR_2017_15846 Electricity Face
Brick & Tile Roof Single Storey
2015/06/30 722 623.84
FAR_2017_12580 Electricity
Switchgear - Big 2015/06/30 2
518 301.74 FAR_2017_13192

Management did not ensure
that information relating to
the the valuation of
infrastructure is filled
appropriately and
immediately
available.Impact

Management should
ensure that there is
appropriate and adequate
record keeping of
information to ensure that
it is readily available.

Management does not agree
with this finding. We followed the
National Treasury guideline in
valuing the components of
assets, Directive 7 of 2008.
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Roads and Stormwater Kerbing
Single Unit 2015/05/29 6
967.20 FAR_2017_12039 Water
Water Pump Mechanical - Pump
2016/05/19 12273513
FAR_2017_10442 Water
Distribution Boards 2016/05/19
8 362.27 FAR_2017_15078 Roads
and Stormwater Kerbing Single
Unit 2015/12/02 152 697.10
FAR_2017_12588 Roads and
Stormwater Roads Base Structure
Asphalt 2016/09/08 6 184 969.72
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4.1SS.35: Expenditure
Overstatement of
expenditure

The below transaction rerecorded
on the general ledger could not be
supported.

No Depart Description Account
Description Tran Date Doc No
Remarks Debit
1 210 Financial Services 260141
Insurance 12/07/2016 Ef006866-
0001 Lateral Unison Insurance 14
537.06
2 210 Financial Services 260141
Insurance 11/08/2016 Ef006889-
0004 Lateral Unison Insurance 14
537.06
3210 Financial Services 260141
Insurance 02/09/2016 Ef006905-
0017 Lateral Unison Insurance 14
537.06
4 210 Financial Services 260141
Insurance 14/11/2016 Ef006966-
0001 Lateral Unison Insurance 14
537.06

Overstatement 58148.24

This is due to lack of proper
recording keeping; the
submitted documents to the
auditors did not correspond
to the sampled documents.

The accounting officer
should ensure that all
information is readily
available and is submitted
within the required
timeframe.

Management agrees with the
audit finding, will be investigated
and corrected accordingly.
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5.18S.44: COMPL -
Payments not made
within 30 days

It was noted that the following
expenses were not paid within 30
days from receipt of invoice as
required by the MFMA: General
ledger ~ No Depart Description
Account Description Tran Date Doc
No Debhit Invoice number Invoice
date/ Date of receipt of invoice
Payment date Number of days
before payment was made1 210
Financial Services 260001 Audit
Costs 06/02/2017 EF007028-0001
225 104.80 289783 30-Nov-16 06-
Feb-17 682 210 Financial Services
260001 Audit Costs 24/02/2017
EF007045-0007 121 976.20
292195/290935 31-Dec-16 24-Feb-
17 553 210 Financial Services
260001 Audit Costs 31/03/2017
EF007082-0002 2 017 905.00
290936 31-Dec-16 31-Mar-17 904
210 Financial Services 260001
Audit Costs 05/04/2017 EF007090-
0001 1717 511.00 643 05-Jul-16
06-Apr-17 2755 380 Water 235012
Sedibeng 02/12/2016 EF006986-
00137 227 892.84
5261/5277/5295/5313 05-Oct-16
02-Dec-16 586 380 Water 235012
Sedibeng 30/03/2017 EF007079-
0019 3 613 946.42 5341/5329 13-
Jan-17 30-Mar-17 767 380 Water
235012 Sedibeng 27/06/2017
IN000005413 1 806 973.21 5
413.00 13-Mar-17 27-Jun-17 1068
380 Water 235012 Sedibeng
27/06/2017 INO00005367 1 806
973.21 5 367.00 13-Mar-17 27-Jun-
17 1069 380 Water 235012
Sedibeng 27/06/2017 INO00005355
1806 973.21 5 355.00 13-Mar-17
28-Sep-17 19910 380 Water
235012 Sedibeng 30/06/2017 5459
1806 973.21 5459 30-Jun-17 31-
Jul-17 3111 380 Water 235012
Sedibeng 30/06/2017 5436 1 806
973.21 5436 31-May-17 31-Jul-17
6112 210 Financial Services
260024 Professional Fees
26/01/2017 EF007020-0002 314
292.54 ZMS/DEBT/0011 28-Nov-
16 26-Jan-17 5913 210 Financial
Services 260024 Professional Fees
24/03/2017 EF007072-0032 962
560.24 ZMS/DEBT/0013 21-Feb-
17 24-Mar-17 3114 210 Financial
Services 260024 Professional Fees
22/06/2017 ZMS/DEBT/0015 209

This is due to cash flow
concerns.

The accounting officer
should ensure that all
reasonable steps are
taken to ensure that
payments are made
within 30 days from
invoice date or receiving
date.

Management agrees with finding
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156.01 ZMS/DEBT/0015 24-Apr-
17 22-Jun-17 5915 210 Financial
Services 260141 Insurance
06/06/2017 EF007144-0008 8
689.00 21-Nov-16 07-Jun-17
19816 120 Library 260022 Library
Development 10/08/2016

EF006887-0008 825 INA95540 01-

Jul-16 10-Aug-16 40
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6. 1SS.45: Repairs and
maintenance

The below repairs and
maintenance was incorrect
classified. It was supposed to be
capitalised as PPE. No Depart
Description Account Description
Tran Date Doc No Remarks Debit1
410 Electricity 235014 Meters:
Replace & Test 08/09/2016 87910
Iss 087910 5 2542 410 Electricity
235014 Meters: Replace & Test
19/01/2017 88064 Iss 088064; ; ; 5
6343 410 Electricity 235014
Meters: Replace & Test 05/04/2017
88201 Iss 088201; ; ; 16 3274 410
Electricity 235017 Network:
Distribution 30/06/2017 OGT0109
Oitsegodira General Tradi
6078.035 410 Electricity 235017
Network: Distribution 28/02/2017
88129 Iss 088129; ; ; 15554.136
410 Electricity 235017 Network:
Distribution 06/12/2016 88046 Iss
088046 12602.687 410 Electricity
235017 Network: Distribution
06/09/2016 87878 Iss 087878 8
500.008 410 Electricity 235017
Network: Distribution 21/09/2016
87950 Iss 087950 8 500.0013 420
Sewerage 235016 Machinery &
Equipment 17/03/2017 EF007070-
0001 C-Pac Pumps C-Pac Pumps
111992.9814 420 Sewerage
235016 Machinery & Equipment
12/05/2017 EF007122-0001 C-Pac
Pumps C-Pac 38992.9815 420
Sewerage 235016 Machinery &
Equipment 12/05/2017 EF007122-
0001 C-Pac Pumps C-Pac
210423.9916 420 Sewerage
235016 Machinery & Equipment
20/06/2017 IN725969 C-Pac
Pumps & Valves C-Pa
344463.9919 420 Sewerage
235016 Machinery & Equipment
23/01/2017 EF007017-0004 C-Pac
Pumps &Valves Emerg 534
436.9720 420 Sewerage 235016
Machinery & Equipment
10/03/2017 EF007059-0002 C-Pac
Pumps C-Pac Pumps 362
399.9621 420 Sewerage 235016
Machinery & Equipment
25/01/2017 EF007019-0018 C-Pac
Pumps & Valves C-Pa 290
670.96Total Overstatement
1971 832.00

Management did not
correctly classify
expenditure relating to
repairs and maintenance.

Management should
revisit the entire
population of repairs and
maintenance and
identified repairs and
maintenance that should
have been capitalised as
PPE and remove such
cost and capitalised them
under PPE.Furthermore
management should also
ensure that the disclosure
requirements for repairs
and maintenance as per
GRAP 17.88 & 17.89 for
Preparation and

disclosure are adhered to.

Management agrees with the

finding
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7.1SS.46: Expenditure
Presentation and
disclosure

It was identified that contracted
service note 34 (other contractors
R 5608 462) and General
expenditure note 35 (Sundry
expense 7 016 638) was disclosed
on the notes financial statements
but do not provide a break down for
such amount as they are material

This was due to insufficient
review of financial statement
before they are submitted
for audit.

Management should
provide a break down in
the disclosure notes of all
material amounts.

Management agrees with the
finding

8. 1SS.62 Provision:
Rehabilitation of Landfill
site disclosure

It was noted that a reconciliation of
the prior year provision for landfill
sites were not disclosed in Note 19
Provisions as required above.

Management did not
develop and implement
controls to ensure that all
disclosures in the AFS
arecomplete and reconciles
before submitting.

The accounting officer
should review and ensure
that all disclosures
arecomplete when
compiling the financial
Statements.

Management does not agree
with this finding as adequate
disclosure was made in the
Financial statements

1. 1ss.47: Procurement
and Contract
Management: PPPF
points incorrectly
applied therefore
resulting in an incorrect
award (on or before 31
March 2017)

The point's calculation was
incorrectly performed by the
municipality resulting in the
incorrect bidder being awarded the
contract GASQ21/2016-17 - Supply
and delivery of diaries and
calendars amounting to R 94 900
Supplier Points calculated by
auditee Points recalculated by
auditors CommentsGreenhouse
Communication

100 80.00 No BEE points were
awarded when recalculating the
points as the BEE Certificate
provided by the supplier was not an
original document or certified copy.
As a result the points for BEE were
not included in the recalculation of
points. Gingergold Promotions
82.50 82.50 GingerGold
Promotions has the highest
recalculated points but was not
awarded the bid.

This is possibly due to an
oversight resulting from the
BEE certificates that are
regarded as originals or
certified copies and the
cumulative effect it has on
the points calculation.
ImpactThis finding will result
in irregular expenditure
amounting to R94 900 (incl
VAT). Management should
revisit the entire population
to determine the full extent
of the irregular expenditure
in determining the
completeness of the
irregular expenditure
disclosed in the financial
statements.

Management should
ensure when calculating
the preferential
procurement points that
they only allocated BEE
points to suppliers that
provided a valid BEE
certificate (Original or
certified copy).

The B-BBEE status points were
awarded based not only on the
certificate provided. The CSD
report of the bidder shows that
the bidder is status level one
contributor hence the bidder was
given the 20 points for the
bidder.The auditor that issued
the certificate in question is a
duly registered auditor. Find the
proof to these.
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2. 1SS.48: Procurement
and Contract
Management: Supplier
did not provide a
declaration of interest
(MBD 4)

1. The municipality awarded the
following quotations without
obtaining the decalration of interest
(MBD 4)

# Supplier Name Order No Amount
1 LEUNGO ELECTRICAL (PTY)
LTD 35241 19 199

2 CONWAY JOHNSON & DIV OF
INMINS 35963 13 201

2. The following section 32
contract was entered into by the
municipality without obtaining the
required declaration of interest

Camelsa Consulting Group (Pty)
Ltd - LETSAFS/05/2016 - R 3 362
125.36

This could be due to an
oversight as the MBD 4s are
not requrired to be attached
to each batch as the auditee
is required to obtain one
MBD 4 in the financial year.
Impact

This will result in irregular
expenditure amounting to R
3394 525.36 (Incl VAT).
Management should revisit
the entire population to
determine the full extent of
the irregular expenditure in
determining the
completeness of the
irregular expenditure
disclosed in the financial
statements.

Management should keep
adequate records of
documents to ensure that
they receive one MBD4
within the reporting cycle
for each supplier.

The municipality has a database
filling system where suppliers’
application forms are kept. Not
every expenditure batch will
have a tax clearance certificate
or a declaration of interest form
(MBD 4 form), however on the
supplier's files there is one.
Please find copies of the MBD 4
forms for the above suppliers.
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3. 1ss.51: Procurement
and Contract
Management:
Composition of the BAC
not in line with
Municipal SCM
Regulations/SCM Policy

The composition of the bid
adjudication committee for the
below indicated bids was not
constituted as required by the SCM
policy of the municipality. Bid Nr
Description Expenditure BAC
adjudication membersBid
No:06/2016-17 Supply and
delivery of protective clothing
R511221.95 Mrs T Jarvis
(Chairperson) (Acting CFO)Mr W
Bosman (Member - Secretariat)
(Store Clerk )Mr A Keetile
(Member) (Manager Waste
Management)Mrs P Sampson
(Member) (Director Community
Services)Bid No:03/2016-17
Provision of travel agency services
R6 573.00 Mrs T Jarvis
(Chairperson) (Acting CFO)Mr W
Bosman (Member - Secretariat)
(Store Clerk )Mr A Keetile
(Member) (Manager Waste
Management)Mrs P Sampson
(Member) (Director Community
Services)Bid No:11/2016-17 Media
Services for Advertisement

R0.00 Mrs T Jarvis (Chairperson)
(Acting CFO)Mr H Smith (Member -
Acting chairperson) (Infrastructure
Service)Mr W Bosman (Member -
Secretariat) (Finance)Mr B Choche
(Member) (Technical)Mr A Keetile
(Member) (Community ServiceBid
N0:02/2016-17 Provision of Fuel
and management R1 870 292.65
Mrs T Jarvis (Chairperson) (Acting
CFO)Mr W Bosman (Member -
Secretariat) (Store Clerk )Mr A
Keetile (Member) (Manager Waste
Management)Mrs P Sampson
(Member) (Director Community
Services)Bid No: 10/2016-17
Mechanical Suppliers (Strip &
Quote, For Vehicles and Electrical
Appliances .i.e. Air Cons, Washing
Machines R285 541.56 Mrs T
Jarvis (Chairperson) (Finance)Mr H
Smith (Member - Acting
chairperson) (Infrastructure
Service)Mr W Bosman (Member -
Secretariat) (Finance)Mr B Choche
(Member) (Technical)Mr A Keetile
(Member) (Community Service)Bid
no: 09/2016-17 Supply and
Delivery of Mayor’'s and Speaker’s
Cars R1 658 958.24 Mrs T Jarvis
(Chairperson) (Finance)Mr H Smith

This is due to management
due to an interpretation
issue relating to which
personnel in the municipality
are regarded as senior
managers. ImpactThe
following will result in
irregular expenditure
amounting to R6 301 644
(Incl VAT) . Management
should revisit the entire
population to determine the
full extent of the irregular
expenditure in determining
the completeness of the
irregular expenditure
disclosed in the financial
statements.

Management should
ensure that the
composition of the BAC is
in line with the
requirements of the
Municipal SCM
regulations and the SCM
policy of the municipality.

Even though the SCM
regulations prescribes that at
least four of senior managers
must be in the Bid Adjudication
Committee it will not always be
practical depending on
circumstances of different
municipalities if the senior
manager title is deposed only to
Directors. In the event that there
are only three directorates in a
municipality where a senior
manager is defined to be a
director or the MSA Sec 56
manager then the regulation will
not be practical to apply.With
Ga-Segonyana Local
Municipality the Bid Adjudication
Committee is comprised of three
Section 56 managers(Directors)
and other unit managers, e.g.
PMU Manager, Manager Parks
etc. The municipality has a total
of four Directors (Sec 56) one of
the Directors is the Chairperson
of the Bid Evaluation Committee
in an effort to exercising more
controls on the BEC Committee
and the whole SCM processes.
This Director is a manager
directly reporting to the
Accounting Officer and as such
has been delegated that function
by the AO. This has been seen
to be best practice across
municipalities in the republic.
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(Member - Acting chairperson)
(Infrastructure Service)Mr W
Bosman (Member - Secretariat)
(Finance)Mr B Choice (Member)
(Technical)Bid No 04/2016-17
Provision of Legal Services R1 969
056.60 Mrs T Jarvis (Chairperson)
(Finance) Mr H Smith (Member -
Acting chairperson) (Infrastructure
Service)Mr W Bosman (Member -
Secretariat) (Finance)Mr B Choche
(Member) (Technical)Mr A Keetile
(Member) (Community Service)
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4. 1ss.55: Procurement
and Contract
Management: Winning
bidder differs to that
recommended by BEC

The following tender were awarded
to the below indicated bidders were
awarded to a different supplier than
that recommended by the Bid
Adjudication Committee (BAC). 1.
Bid no: 09/2016-17: Supply and
Delivery of Mayor's and Speaker’s
Cars The BAC recommended that
the bid be awarded to William Hunt
Pretoria for amount of R1 560
310.12 and the Bid Evaluation
Committee (BEC) recommended
that the bid be awarded to Moipone
Group of Companies R1 658
958.24. The accounting officer
signed on the report of the BAC as
approved on 30/05/2017. The final
bid was awarded to Moipone Group
of companies which was against
the decision of the bid adjudication
committee. There was no indication
of the process followed to ratify the
decision of the BAC by the
accounting officer as a result of the
award being different to the bidder
recommended by the BAC. The
decision to award the bid to
Moipone Group of Companies was
to rectify an irregularity identified as
the preferential points system was
incorrectly applied by the BAC in
reaching the decision to award the
bid to William Hunt Pretoria. 2. The
evaluation and adjudication criteria
used in evaluating the bid differed
to the criteria initially advertised.
The bid was advertised on a 90/10
basis however when evaluating the
bid 80/20 points system was
applied. The municipality further did
not re-advertise this bid as a result
on the change in the evaluation
criteria which was due to the
preferential procurement
regulations which came into effect
on 1 April 2017.

This resulted from the
incorrect application of the
PPPF requirements by the
BAC as the BAC only
considered the price without
assessing the B-BBEE
points which accounted for
20 points. Impact

Management should
ensure that in case where
the recommendations of
the BEC and BAC differ
that an assessment is
performed to confirm why
there are differences in
recommendations and the
final approval be
submitted to the
accounting officer for
approval.

The action taken by AO was in
line with the normal cause of
implementing the supply chain
management policy of the
municipality. The implementation
of the SCM policy was NOT
FULLY considered by the BAC
and implementing the normal
cause of the SCM the AO
awarded the bid in accordance
with PPPFA.Because the AO
was not deviating from the
normal cause of the SCM
implementation processes there
was no need to inform Auditor
General and relevant
Treasuries.
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5. Iss.56: Procurement
and Contract
Management: Tax
clearance certificate not
provided

The municipality did not provide
evidence to confirm whether they
assessed the tax matters of the
following suppliers to be tax
compliant before awarding the bid
or quotation1. Bids awarded Bid No
Description Winning
Bidder/Approved service provider
to be included on accredited
supplier list Expenditure (current
year) CommentBid No: 10/2016-17
Mechanical Suppliers (Strip &
Quote, For Vehicles and Electrical
Appliances .i.e. Air Cons, Washing
Machines) LP Refrigeration and
Projects BK R 2 451 There was no
CSD report attached for LP
Refrigeration and Projects BK
however a copy of the Tax
Clearance Certificate was provided.
The municipality is required in the
absence of the CSD report to
obtain an original tax clearance
certificate (or certified copy of the
tax clearance certificate). Bid No
04/2016-17 Provision Legal
Services: Listing on accredited
service provider list Koikanyang Inc
R0.00 In terms of the CSD report
attached to the bid document the
service provider is Non Tax
compliant as validated on
22/11/2016 2. The tax clearance
certificate for the following section
32 contract was not obtained prior
obtaining the service Bid No
Description Winning
Bidder/Approved service provider
to be included on accredited
supplier list Expenditure (current
year) CommentSection 32:
LETSAFS/05/2016 Financial
performance and implementation to
improve audit outcomes to achieve
clean administration Camelsa
Consulting Group (Pty) Ltd 3 362
125.36 The overall tax status of
the supplier was verified through
CSD to confirm that the winning
supplier is tax compliant on the
23/05/2017 and the municipality
printed the Tax clearance
certificate which indicated the
followingApproved Date:
2017/05/14Expiry Date:
2018/05/14The procurement for
this contract was initiated on 13
March 2017 and Municipality

This could be due to an
oversight when assessing
the expiry date and
validating whether the tax
clearance certificate
obtained is an original tax
clearance.

Management should
ensure that in the
absence of confirming the
tax status of the service
provider through the CSD
they should obtain an
original tax clearance
certificate or certified
copy of the tax clearance
certificate. Strict
measures should be
implemented to ensure
that the tax clearance
certificates obtained are
valid at the time of the
procurement of goods
and services.

Bid No: 10/2016-17The tax
matters of the bidder was
assessed at the time of the
award. The implementation
guide: preferential procurement
regulations 2011 and 2017
section 18 and 21 respectively
states that “ no tender may be
awarded to any bidder/tenderer
whose tax matters have not
been declared by SARS to be in
order”.The submission of the tax
clearance by the bidder cannot
be considered valid only on the
basis of its originality, previously
it was only SARS that issued the
certificates, currently bidders/
suppliers can print their
certificates directly via e-filling
system. It cannot be considered
not to be original on the basis
that the copy is printed on a
black ink only.Bid No 04/2016-
17No expenditure has been
incurred through the use the
service provider since
appointment. Although a
transaction or an event may
trigger irregular expenditure, a
municipality or municipal entity
will only identify irregular
expenditure when a payment is
made. No payment is made to
the service provider whose CSD
Report is Tax Non
Complaint.Section 32:
LETSAFS/05/2016Here to find
the TCC at the time of the
award. The BEC minutes of
Letsemeng stipulates that the
bidders had been evaluated
through the verification of the
statutory
documents.EFF006931-0008
“‘Recon Engineering’The amount
is captured erroneously it should
be R22 823.48. The
implementation guide:
preferential procurement
regulations 2011 and 2017
section 18 and 21 respectively
states that “ no tender may be
awarded to any bidder/tenderer
whose tax matters have not
been declared by SARS to be in
order”.The submission of the tax
clearance by the bidder cannot
be considered valid only on the
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informed the supplier of it's
intention to procure their services
on 28 March 2017 of which the
supplier accepted the request on
the 29th March 2017. The tax
clearance provided is not for the
period for which the procurement of
services was performed 3. The
tax clearance certificates (original
or certified copies)/CSD report
indicating the tax compliance of the
following supplier were not
provided for audit purposes #
Supplier Name Reference Amount1
Recon Engineering EFF006931-
0008 58 540.50

basis of its originality, previously
it was only SARS that issued the
certificates, currently bidders/
suppliers can print their
certificates directly via e-filling
system. It cannot be considered
not to be original on the basis
that the copy is printed on a
black ink only.
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6. 1ss.59: Procurement
and Contract
Management: Local
Content requirements
not adequately applied

The following goods and services
were not procured from designated
sectors as prescribed by the
Department of Trade and Industry
(DTI) which should be in line with
national development and industrial
policies for local production. 1.
The following issues were identified
when procuring local content from
the below indicated supplierse The
bid specification did not specify the
minimum threshold for local
production and content which is not
less than the threshold prescribed
in the relevant NT Instruction
Notes.* The winning provider did
not furnish the auditee with the
declaration on local production and
content.» The winning service did
not met the minimum threshold for
local production and content. #
Description Expenditure1
Gas:Q08/2016-17-Actom Electrical
Products

99 180.00 2 Gas:Q09/2016-17-
Actom Electrical Products

88 412.70 3 Gas:Q10/2016-17-
Actom Electrical Products

191 178.00 4 Gas:Q11/2016-17-
Actom Electrical Products
95069.16 5 Gas:Q12/2016-17-
Actom Electrical Products

128 841.66 6 Gas:Q13/2016-17-
Actom Electrical Products

41 296.50 7 GAS:Q22/2016-17-
Thabic Engineering

149 000.00 8 GAS:Q24/2016-17-
Provison of Public IP internet
Service -Afribits Technology
Consulting cc Amount unconfirmed
- Municipality to provide total
current year expenditure9
GAS:Q23/2016-17-Livity ICT

29 385.00

822 363.02 2. The following issues
were identified when procuring
local content from the below
indicated supplierse The bid
specification did not specify the
minimum threshold for local
production and content which is not
less than the threshold prescribed
in the relevant NT Instruction
Notes. # Description Expenditure1
Bid No :06/2016-17-Protective
clothing 511
221.95

This was due to an
oversight by management
when performing the
specification as the local
contents threshold are
required to be included as
part of the specification in
order for the request for
goods and services to be
advertised as such.
ImpactThis will lead to
irregular expenditure
amounting to R1 333
584.97(Incl VAT).
Management should revisit
the entire population to
determine the full extent of
the irregular expenditure in
determining the
completeness of the
irregular expenditure
disclosed in the financial
statements.

Management should
ensure adequate review
of the specifications to
ensure that all
requirements of local
content are taken into
account when purchasing
goods from designated
sectors as prescribed by
DTI.

GAS:Q22/2016-17-Thabic

EngineeringThe bid does not fall
under the designated sector and

it must be noted that the
purchase order was cancelled
due to the non-delivery by the
bidder. No amount was paid to
the bidder and therefore no
transaction that triggered the
irregular expenditure.GAS:
Q23/2016-17-Livity ICTThe bid
does not fall under the
designated
sector.GAS:Q24/2016-17-
Provison of Public IP internet
Service -Afribits Technology
Consulting ccThe bid does not

fall under the designated sector.
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7. 1ss.42: Procurement
and Contract:
Insufficient number of
quotations obtained
(Non- Compliance)

The following bids were awarded
without obtaining the required
number of quotations

1. Awards between R2 000 and
R10 000

# Supplier Name Reference
Expenditure

1 Gloria Onderdele BK EF006922-
0010 2480

2. Municipal SCM policy is not
aligned to the requirements of the
Municipal SCM regulations as the
policy indicates that the threshold
for petty cash is R1 to R3 000,
while the Municipal SCM
Regulations indicates the threshold
as R1to R2 000.

This deficiency resulting
from an initial quotation
obtained from the supplier
indicating that the amount
will be below the R2 000
threshold and when
obtaining the actual good
and services there was a
change in the quality of
items which resulted in the
actual invoice being above
the R2 000 threshold.

Management should
ensure that when goods
are purchased it meets
the specification as set
out and any changes
thereto should be
assessed whether the
goods being acquired still
meet the intended
purpose and the impact
of the changes in quantity
and price of each item on
the overall total price to
be paid.

Management should
ensure that they align the
Municipal SCM policy to
the Municipal SCM
Regulations and if the
policy is not aligned they
should ensure that the
SCM policy is more
stringent.

The above is reported
incorrectly. The file was visited
and three quotations were found
in the file. Attached hereto
please find the copies to the
above purchase order.
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8. 1ss.60: Procurement
and Contract
Management: PPPF
requirements not
correctly applied (on or
before 31 March 2017)

The following bids were not
assessed in terms of the
requirements of the preferential
procurement regulations 1. There
was no indication in the below bids
as to how the preferential points
system was assessed when
evaluating the bids. The
municipality applied the
functionality criteria however there
was no indication as to how the
preferential points in terms of 80/20
or 90/10 was applied after the
functionality assessment is
performed. Bid No Description
Supplier Estimated Expenditure
(current year)11/2016-17 Media
Service for advertisement -Ayanda
communications and Human
communications Human
communications To be confirmed
by the municipality by providing
expenditure list Ayanda
communications To be confirmed
by the municipality by providing
expenditure list ~ 04/2016-17
Matthews and Partners

- Mogaswa Incorporated
Attorneys

999 158.30 Hannes Peyper Inc
654 898.30 Sulliman Attorneys
315000.00  02/2016-17
Provision of fuel and management
of fuels pumps Thuto and Tsaone
Trading projects

187029265  03/2016-17
Provision for travel services Safari
Travel centre (pty) Ltd To be
confirmed by the municipality by
providing expenditure list Astra
Travel(pty) Ltd 6 573 Zuri
Concepts & projects To be
confirmed by the municipality by
providing expenditure list

3845 92216 2. In accepting
the bid in terms of the functionality
criteria applied there was no
indication of the minimum
qualifying score for functionality in
order for the municipality to
determine acceptable and non-
acceptable bids. When assessing
the invitation for bids issued by the
municipality it was not indicated
what the minimum qualifying score
would be. Bid No Description
Supplier11/2016-17 Media Service
for advertisement -Ayanda

This is due to the
municipality finding it difficult
to determine what the rate
for the service to be
charged would be and how
to utilise these rates when
applying the PPPF
requirementsimpactThis
finding will result in irregular
expenditure amounting to
R3 845 922.16 (Incl VAT).
Management should revisit
the entire population to
determine the full extent of
the irregular expenditure in
determining the
completeness of the
irregular expenditure
disclosed in the financial
statements.

Management should
ensure that when
assessing the bids to be
awarded that they strictly
apply the requirements of
the regulations. If
management is to use
functionality criteria that
the criteria applied is
clear from the on set as to
what the minimum
requirements are and
what they will be
assessing in terms of the
preferential points system
to be applied after
assessment of
functionality.
Functionality cannot be
used as the sole criteria
for the assessment of
bids as management is
still required to apply
preferential points
system.

With regards to the above bids
as these were requests for
proposals AND not requests to
quote, it is highly impractical to
evaluate such a bid using point
systems but more practical to
evaluate on functionality looking
at various factors ranging from
compulsory compliance,
experience of the
bidder/proposer and BEE
scorecard. These proposals did
not indicate pricing and therefore
the preferential points system of
using the BEE points and the
price proofed to be impractical.
In the BID document, it was
stated clearly that experience of
the bidder concerned will be
used as evaluation criteria.
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communications and Human
communications Human
communications Ayanda
communications  04/2016-17
Provision of legal services
Matthews and Partners Mogaswa
Incorporated Attorneys Hannes
Peyper Inc Sulliman Attorneys
02/2016-17 Provision of fuel and
management of fuels pumps Thuto
and Tsaone Trading projects
Botheo Tankers  03/2016-17
Provision for travel services Safari
Travel centre (pty) Ltd
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9. Iss.40: Procurement
and Contract
Management- B-BBEE
certificate not certified
(Non- Compliance)

The following instances were
identified where the B-BBEE
certificates were taken into
accounting when calculating the
Preferential Points however the
supplier did not provide an original
or certified copy of the B-BBEE
certificate. The municipality used
the copy of the B-BBEE certificate
to determine the incorrect point’s
allocation however this did not lead
to an incorrect supplier being
awarded the bid. Tender
description Suppliers Points
calculated by auditeeGas
Q18/2016-2017 Omogolo
consulting 20 points Matupa
Holdings and resources 20 points
Modiles Logistics 20 points
GASQ17/2016-17 Fencing of
Kagung Library Tsibogo Trading cc
Omaogolo consulting 20 points
Modiles Logistics 20 points
LeanoLentle 20 points Tsbogo
Trading CC 20 points  Positive
mind-GAS Q14/2016-17 Supply
and delivery of contractors
Omogolo Consulting cc 20 points
Greenhouse communications (pty)
Ltd Tebonngwe Enterprise(pty) Ltd
20 points Greenhouse
Communication 20 points
Gingergold Promotions 20 points
Sean Blake Building Supplies and
roof trusses-GAS Q15/2016-17
Supply and delivery of concrete
mixer Omogolo Consulting CC 20
points Sean Blake Building
Supplies and roof trusses 20
points  Supply and delivery of
protective clothing IB Roof Trusses
12 points Provision for travel
services Astra Travel(pty) Ltd 18
points Zuri Concepts & projects
20 points  Provision of fuel and
management of fuels pumps Thuto
and Tsaone Trading projects
Provision for Legal Services
Koikantang Inc 10 points
Matthews and Partners 9 points
Hannes Peyper Inc 5 points  Bid
no:09/2016-17 Supply and delivery
of Mayors and cars speaker BB
and NR Mine supply 10 points

This could be due to an

oversight in the assessment

of the SANAS accredited
BEE agencies and
establishing whether the
BEE certificate provided is

an original or copy thereof.

Management should
ensure they obtain an
original B-BBEE
certificate or certified
copies thereof in order to
limit the chances that a
supplier may manipulate
a document.

It must be noted that since the
introduction of the Central
Supplier Database, all the
information pertaining to the
bidders/ suppliers can be
obtained from their report,
information such as:+ Tax Status
of the Bidder/ Supplier- B-BBEE
Status Level Contribution of the
Supplier/ Bidders Declaration to
organ of state employmente
Banking details of the suppliere
Directors and their
shareholdinglt is through the use
of this services that reliance is
placed on the report generated
from it. The above bidder's
preference points was a result of
their CSD report.
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1.1SS.69:; Use of
Consultants

The SCM Policy does not include
measures to address over-reliance
on consultants.

The Municipality
management has not
tailored the treasury
guidelines to its own
operational needs in order
to best identify ways in
which it can address over-
reliance on consultants.

Management should
ensure that the SCM
policy details measures to
address over-reliance on
consultants,

Management will look into this
and consider if it needs a policy
input during the budget related
policy reviews.

2.1SS.64 :Irregular
expenditure -Vat
incorrectly added

During the audit of irregular
expenditure it was discovered that
irregular expenditure in the
financial statements is overstated
as the amount includes vat.

Lack of review of irregular
expenditure register by a
senior official to ensure that
validation of irregular
expenditure incurred.

Management should
ensure that they revisit
the irregular expenditure
register and that figures
that qualify as irregular
expenditure excludes
VAT. Management can
include a narration on the
Annual Financial
Statements in relation to
VAT on irregular
expenditure.

Revisit the irregular register to
exclude VAT

3.18S.41: WIP- Journal
not appropriately
supported

1. The Journal number 6813 was
not adequately supported as there
were no payment certificates and
approved reports attached to
support the invoice. Refer to the
below table

Management did not ensure

that there is a payment
certificate for each invoice
billed against the project

Management should take
reasonable steps to
ensure that every invoice
is accompanied by
authorised progress
report and payment
certificate.

Management does not agree
with the finding.

4.1SS.58: Infrastructure
Assets- No adequate
supporting
documentation
submitted

We could not obtain the Bill of
materials, Asbuilt drawings and the
Completion certificates for
completed projects for the
infrastructure assets that are
capitalised in the asset register to
verify the correctness of the
capitalised amount.

Management did not ensure

that information relating to
the valuation of
infrastructure is filled
appropriately and
immediately available.

Management should
ensure that appropriate
and adequate record
keeping of information is
in place to ensure that it
is readily available.

Management does not agree
with the finding.

5. 1SS.65: Infrastructure
- Incorrect depreciation
of water meters

The water meters were recorded as
a bulkassetto the value of R4 493
937.

It could not be confirmed that all
the water meterswere available for
use on the same day. This would
result in the incorrect depreciation
of all water meters as the water
meters were depreciated from the
same date.

Management did not ensure

that the assets are
depreciatedin line with the
requirements of GRAP 17

as assets ready for use over

different time spans started
to be depreciated on the
same date.

Management should
separate the assets, so
that the assets will be
deprecated only when it
became available for use.

This matter will be discussed at
the next audit steering
committee meeting to clarify
further on how to treat this and
benchmark with other
municipalities for consistency
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Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

1.1SS.61 employee
cost: Overtime
payments not aligned to

policy

Refer to communication 9

Application of overtime
policy is not accurately
applied. VIP payroll system
is not adequately set-up to
accommodate policy
requirements.

We recommend a review
of the overtime monitoring
systems with specific
emphasis upon aligning
policy requirements with
system calculation.
Wherever possible,
systems should be
considered that could
minimise human error
and judgement in
application of policy. This
would include:
-preapproval of overtime
hours

-electronic capture of
hours worked which will
further calculate hours
payable in accordance
with policy provisions.

To reduce overwhelming
work load at payroll cut-
off, approved overtime
claims and should be
submitted timeously
where possible on a
weekly basis to enable
review and calculation by
the payroll office.

We are of the view that overtime
was correctly calculated with the
labour laws applicable | the
country however management
will review the overtime policy

2.188.66: HR
compliance: Acting
positions

Position of CFO was held by
officials for a period in excess of 3
months per acting appointment as
follows:

- T Jarvis held the position for a
consecutive 5 months

- D Sehloho held the position for a
consecutive 6 months

- T Jarvis was reappointed to act
for a consecutive 4 months

The requirements and
prescripts of the Municipal
Systems Act were not
monitored and adhered to.
Appointment and filling of
vacant positions was not
undertaken timeously.

We recommend that
funded posts should be
filled timeously. The
recruitment process
should be initiated
instantly (following council
approval) as and when
the municipality becomes
aware that the position
will become vacant to
facilitate constant service
delivery.

Whilst several interviews were
conducted, it was difficult to
identify a suitably qualified
experienced candidate.
Additionally, it was difficult to
reach an understanding of the
remuneration with the potential
candidates.

The above issues resulted in the
recruitment process being
repeated several times before
identifying and agreeing the
engagement terms and
conditions with the successful
candidate.
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Audit Finding Description
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Recommendation by
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Management Response

3.1SS.67: IT system

Contrary to the above, the following
deficiencies were identified: No
approved IT Strategic plan in place
No ICT Committee in place No
Patch Management Procedures
and Processes is in placeNo
Access request documents in
placeNo review of users’ access
and privileges on all financial
systems in placeNo approved
disaster recovery plan in place and
no offsite back up locationNo back
up register in placeThe municipality
does not have their own domain.

Management did not take
reasonable step to ensure
that there are policies and
implementation of ICT
policies in place governing
ITManagement did not take
reasonable step to ensure
that there is ICT committee

Management should
ensure that the
implementation of
controls over IT system is
in place and is monitored.

No approved IT Strategic plan in
place IT Strategic plan to be
developed during 2017/2018
budget adjustment, and in
accordance with new 2018/2019
IDP, also with help of ICT
CommitteeNo ICT Committee in
place ICT COmmittee to be
started during 2017/2018 fin
yearNo Patch Management
Procedures and Processes is in
placePatch management
procedures are in place,
processes will be developedNo
Access request documents in
placeAccess request forms to be
used accross all applications the
municipality usesNo review of
users’ access and privileges on
all financial systems in
placePlan on review of user
access to all financial systems to
be developed in 2017/2018 fin
yearNo approved disaster
recovery plan in place and no
offsite back up locationDisaster
recovery plan to be implemented
after budget adjustment for
2017/2018 fin year. Off site to be
planned during financial year
2017/2018. No back up register
in place. All backups to have a
register during fin year
2017/2018The municipality does
not have their own domain.The
municipality has its own domain-
www.ga-segonyana.gov.za
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Management Response

4.1SS.71: Use of
Consultants: No
consultancy reduction
plan

The SCM Policy does not
emphasise the need and
importance of a consultancy
reduction plan to be drafted before
the appointment of consultants

This was due to lack of
establishment of an
adequate policy that
requires a consultancy
reduction plan to be putin
place.

Management should
ensure that there is a
consultancy reduction
plan in place, that the
municipality can follow
when appointing
consultants and ensure
that the key points of the
plan filter through to the
Service Level
Agreements with the
successfully appointed
consultants.

Management is acutely aware of
the need to continuously review
and evaluate the use internal
staff resources wherever
possible as use of consultants is
generally expensive. Currently,
such reviews are not addressed
in a formal and frequent manner.
Additionally, we agree that the
documentation of such
consultancy reduction plan
requires some improvements.
However, given the current
shortage of appropriately skilled
and experienced staff, the
Municipality is of the strong view
that certain aspects of its
operations and objectives are
better achieved in the short term
through the use of
consultants.Thus short term use
of consultants will assist the
Municipality in meeting its
service delivery and other
objectives whilst internal skills
are trained, up-skilled or
externally recruited. FINANCIAL
SUPPORTThere is currently a
need to seek consultancy
services with respect to
preparation of financial
statements. This is to ensure:
Need to implement an
accounting controls;* The need
to support the Municipality in
the production of AFS; ande The
need to assist in preparing a
Fixed Assets Register.Whist not
fully documented, the
Municipality’s strategy on the
use of consultants with respect
to Financial Consultancy is to
ensure that there is ample
training of internal staff (both on
the job training as well as formal
training). Additionally, as would
have been observed by the AG
during the audit process, the
internal staff are heavily involved
in the preparation of the AFS as
well as dealing with the audit
requests and
queries.Additionally, at a
practical level, the usual key
issues that forms part of this
strategy are:* Agreeing on
deliverables, which is
adequately covered in the SLA -
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Management Response

in fact the SA makes reference
to the training of staff;
Evaluation of performance of the
consultants;» Management of
cost,are already being effectively
monitored and managed.The
engagement of Consultants is
driven by the following
needs:PROJECT
MANAGEMENTSUPPORTThere
is currently a need to seek
consultancy services in
connection with Project
management. This is essentially
to:« effectively manage and
monitor the implementation of
Infrastructure projects Whilst it is
ideal to reduce all important
aspects of the Consultancy
Reduction Plan into written
documents, it is sometimes an
implied management strategy
and policy although not
documented.
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5.1S8.72 Use of
Consultants: Gap
Analysis

There was no GAP analysis report
provided by the Accounting officer
to indicate that the municipality
does not have the requisite skills or
resources in its permanent
employment to perform the
services required which was
performed before Consultants were
appointed.

Transfer of skills

* Requirements for transfer of skills
were not included in the terms of
reference.

+ Conditions or clauses for transfer
of skills were not included in the
contract.

* Measures to monitor transfer of
skills according to the contract
were not implemented.

* There was no evidence that skills
were transferred or training
programmes took place.

+ Employees were not identified for
training or were not available to
attend training.

« Transfer of skills was not
evaluated at the end of the
consultancy project.

Lack of planning and
establishment of processes
to identify the skills and

needs of current staff before

appointing consultants

Management to follow a
process of identifying
skills requirements of
permanent staff and
compile a gap analysis
report for how they plan
to use consultants to
close the Gap in skill as
well as how to monitor the
skills transfer process.

Management disagrees with the
finding of the AG as tabulated
below
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6. 1SS.73: PPE: Asset
management Policy not
consistent with GRAP
requirements

1. The asset management policy
states that land and buildings are
measured at revalued amounts
after 4 years and the accounting
policy only makes reference to the
land. Therefore the asset
management policy is inconsistent
to the accounting policy. 2. The
asset management policy makes
reference to the International
Accounting Standards (IAS37) and
therefore we could not confirm if
the municipality is applying GRAP
26 for impairments as there
following issues were identified.i)
The asset management policy does
not make reference to the fact that
annually the accounting officer
shall assess indicators of
impairment of assetsii) Testing of
impairment for intangible assets. 3.
There is no adequate maintenance
policy for the maintenance of
assets and therefore impairments
and depreciation could be based
on incorrect values.4. Management
does not have documented steps
of identifying assets whose carrying
values exceeds recoverable value.

Management did not
adequately review the asset
management policy to
ensure that it is in line with
the GRAP requirements.

Management should
review the asset
management policy and
insure that it is inline the
GRAP requirements.

Management's views are
tabulated below:v

7.18S.63: AFS
Presentation: GL and
TB Differences

Refer to communication 9

We recommend constant
review and reconciliation
of transactions through to
the impact transactions
would have on the overall
reporting of the state of
affairs (Financial
Performance and
Financial Position) of an
organisation.

Management has noted the
observation and appropriate
corrective action was taken to
ensure that the Trial Balance
agrees to the General Ledger

1.1SS.84 Long term
Liability - current and
non-current liabilities

Refer to communication 10

This is as a result of errors
made in computation of the
short-term portion that
needs to be disclosed in the
AFS.

The accounting officer
should ensure that the
short-term portion of long
term liabilities is
accurately stated.

Observation agreed and the
Annual Financial Statements
have been appropriately
amended.

Observation agreed and the
Annual Financial Statements
have been appropriately
amended.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
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2.1SS.81 PPE: . The depreciation disclosed in the | Management did not Management should Observation agreed and the

Differences of asset register does not agree to the | adequately review the review the annual Annual Financial Statements

depreciation depreciation disclosed in the note annual financial statements | financial statements and | have been appropriately

for PPE, note 9.

to ensure accuracy of the
annual financial statements.

correct the depreciation
recorded in the statement
of financial statements
and align it to the
depreciation and
amortisation disclosed in
the in asset register

amended.

3. 1SS.77 Receivables:

Debtors with credit

Contrary to the above, debtors with
credit balances to the amount of

The annual financial
statements and supporting

The above-mentioned
correction should be

The Observation of the Auditor
general is noted and the Annual

balances R206 579.52 were identified that schedules were not properly | made to the financial Financial Statements have been
were included on the age analysis reviewed before it was statements. amended accordingly.
as at 30 June 2017. They should submitted for audit
have been included as part of purposes.
payables ( Refer to Communication
10)
4.1SS.78 Receivables: | Contrary to the above the following | The cause of the above is Management should While the observation is correct

Indigent debtors
CAAT's testing

exceptions was identified during
CAAT's testing: (a) 159 indigents
listed as a deceased person on the
NPR database was identified. The
following serves as an example:
(Refer o communication 10)

that management does not
review indigent register on a
regular basis.

follow up these cases
identified and remove
them from the indigent
register and ensure that
these consumers are not
treated as indigents.

it is unlikely of have the
significant impact on the true
and fair view of the annual
financial statements

5.18S.75 Revenue:
Pre-paid electricity

Contrary to the above, the following
errors have been noted:

(a) Management did not do an
estimate of unused pre-paid
electricity at year end. The sale of
electricity constitutes a sale of
goods. In the case of prepaid
electricity, the significant risks and
rewards of ownership only transfer
to the consumer at the time of
consumption of the electricity.
Therefore an estimate of unused
pre-paid electricity should be
completed at year end and the
revenue recognised should be on
the consumption basis.

Total Pre-Paid electricity at year
end as per GL: 36 219 230.74
Divided by 366 days 98 959.65
Unused pre-paid electricity sales at
year end based on 5 days 494
798.23

The requirements of the
accounting standards were
not adhered to.

Management should
ensure that an estimate
of unused pre-paid
electricity at year end is
completed to ensure the
revenue for pre-paid
electricity is recognised
on a consumption basis.

The Observation of the Auditor
general is noted and the Annual
Financial Statements have been
amended accordingly.
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6. 1SS.76 Revenue:
Service charges
differences

Refer to communication 10

Management did not review
the monthly charges to
identify variances and
possible incorrect rate
applications.

The municipality should
investigate the reported
differences and the
necessary corrections
should be made to the
financial statements.
Management should also
ensure that weekly or
monthly reconciliations
are performed on all the
revenue sources of the
municipality.

Electricity

With respect to the
miscalculation of electricity billed
to the clients, the impact to the
annual financial statements has
been calculated to be R445 317.
For this reason, management
believes that no significant
amount of work should be
devoted to this exercise.
However, the situation will be
reviewed in the coming financial
year and appropriate corrective
action will be taken.

Sewage

The observation has been noted
and management are of the view
that this matter cannot be
adequately addressed in the
current year.

Management are of the view that
in the future financial year they
are going to revisit the basis on
which sewage and refused will
be built in such a way it will
relate to the volume of waste
water discharged in the
municipal system as opposed to
being based on the number of
toilet in a household.
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Recommendation by
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7.15S.82 Revenue:
Service charges -
Discrepancies identified

Contrary to the above the following
errors was identified:(a) No service
contract is in place between the
municipality and the following
account holders: Refer to
communication 10

This was due to a lack of
review of documents and
updating the system with
relevant information

(a) Management should
ensure that there are
service contracts in place
between the municipality
and the consumers. (b)
and (c) Management
should ensure that the
toilets billed for on the
system agrees to updated
approved building plans
for each erf.
Alternatively,management
should verify the number
of toilets on each erf and
compile a register which
is updated on a regular
basis when changes
occur.

A - Contracts with
consumersThe municipality has
the sole responsibility to provide
services to the consumers within
its designated area on the basis
of publications after duly
consulting with the community.
Therefore, whilst having contract
is ideal, the publications of tariffs
applicable for services rendered,
gives the municipality unfettered
right to bill for such services
when rendered. Therefore, in
this regard a contract is ‘a nice
to have’ but does not in any way
diminish the right of the
municipality of demand amounts
due for services rendered or
property taxes. B — Billing for
SewageThe observation has
been noted and management
are of the view that this matter
cannot be adequately addressed
in the current year.Management
are of the view that in the future
financial year they are going to
revisit the basis on which
sewage and refused will be built
in such a way it will relate to the
volume of waste water
discharged in the municipal
system as opposed to being
based on the number of toilet in
a household.

1.1SS.87 mSCOA
deficiencies identified

Contrary to the above, there were
no criteria or process used to
ensure that necessary sign-
offs/approvals takes place at each
project stage or milestone as the
project plan was not updated and
tracked.

Management did not design
and implement controls to
monitor the progress of
implementing the MSCOA.

Management should
ensure that the
implementation of
controls over mSCOA
project is in place and is
monitored.

Management does not agree
with the audit finding as the
process were put in place to
monitor the implementation of
mSCOA
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AG
2.15S.86 PPE: The following discrepancies were Management did not Management should The observation made by the

Depreciation for
Community Buildings
not consistent with
accounting policy

identified:

1. It was noted that the community
buildings are being depreciated
over 60years in the asset register;
however the accounting policy
requires the community buildings to
be depreciated over 100years.

2. The below list is part of the list of
zero rand value assets which were
identified in the asset register, upon
asset verification, it was confirmed
that the assets were still in use
which indicates incorrect
assessment useful life of assets.

adequately review the
annual financial statements
and ensure that the
accounting policy is
correctly applied.

review the depreciation
calculation and ensure
that it aligns to the
accounting policy.

auditors is noted

3.1SS.52 AOPO - 135
Target not measurable

KPI 135 Number of new community
halls" target is not specific or
measurable i.e. "1 to start in the
next financial year (next quarter)"
and relates to next financial year

Inadequate formulation of
targets

Target should be specific
and not relate to following
year.

The Observation made by the
auditor general is noted

4.18S.53 AOPO
Indicator 145 - Target
not specific

Indicator 145 Number of
households provided with full
waterborne services not specific
and relevant "Target cannot be set
as it depends on applications
received" cannot be measured.

Targets not set according to
SMART criteria

Target can be changed to
e.g. "Percentage of
applications received for
waterborne service
supplied with water
service"

The Observation made by the
auditor general is noted.

1. 1SS.97: Employee
cost: Disagreements in
stand-by allowance

Refer to Communication 13
number 3.

Standby work is not
monitored and pre-planned.
In addition calculation of
standby hours worked in
undertaken in error
(inaccurately)

Standby work is not
monitored and pre-
planned. In addition
calculation of standby
hours worked in
undertaken in error
(inaccurately)

Internal controls will be
implemented to deal with the
weakness identified going
forward
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2. 1SS.115 Employee
cost: Termination
benefits understatement

Contrary to the provisions and
requirements of the BCEA in
accordance with leave accrual, the
following employees did not receive
an adequate pay-out for their leave
days accrued upon termination of
service:

The auditee did not apply
the provisions of the
applicable legislation and
policy in recognition of leave
and bonus accrual. This
was further affected by a
lack of adequate review on
the accuracy of
remuneration upon
termination of employment.

We recommend that
management should
monitor he provisions and
requirements of
legislation and policy as
would affect employment
contacts and Employer/
Employee relations.

Itis highly recommended
that special attention
should be applied on
termination of service
thus ensuring that all
remuneration and
deductions where
applicable, are applied
during the final salary
calculation for the
employee. This can be
facilitated by
reconciliations and
reviews which can further
be evidenced by
signatures of the
reviewers (including the
HR and Payroll managers
through to the accounting
officer).

As evidence of reviews
and validation of related
pay-outs, the final payslip
should be filled with the
employee records
together with any tax
certificates issued.

Internal controls will be
implemented to deal with the
weakness identified going
forward

2. 1SS.89: Use of
consultants:
Implementation of
action Plan

It was noted that there were
weaknesses on the action plan as
findings identified in the previous
year were not actually carried out
as the same exception/finding
relating to the management
occurred in the current year

Policies and procedures is
not in place for the
procurement of consulting
services leading to over
contract management.

It was noted that there
were weaknesses on the
action plan as findings
identified in the previous
year were not actually
carried out as the same
exception/finding relating
to the management
occurred in the current
year

Management does not agree
with this finding.

There has been significant
improvement from year to year
given the reduction of issues
raised by the auditors in their
audit report.

There were also a number of
challenges experienced during
the year which included the
following:

* There being No substantive
CFO; and

+ Several different acting CFOs
having overseen the Accounting
and Finance function; and
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
3. 1SS.124: No Through testing of related parties The municipality did not Management should
schedule for related disclosure, it is noted that the maintain adequate records maintain adequate Management agrees with this
parties municipality does not have a formal | to facilitate the disclosure of | records to facilitate the finding.

related parties register. related parties. disclosure of related It is necessary to have a register

parties. for every activity, operation or
transaction of the Municipality.
4. 1SS.108: Financial Contrary to the above, financial Management did not Management should Financial instruments have now
Instrument not instrument disclosure and the adequately apply GRAP ensure that the financial been disclosed per GRAP
disclosed measurement thereof noted that requirement statements are
aforementioned was not disclosed Management did not review | adequately reviewed and
in accordance with GRAP 104. the financial statement that the disclosure as
required above is made to
the AFS.
5. 1SS.117: No Unauthorised, irregular or fruitless Management did not take Management should Investigation will be done in the
investigation performed | and wasteful expenditure incurred reasonable steps to ensure | ensure that they adhere current year

by the municipality were not
investigated to determine if any
person is liable for the expenditure.

that the municipality
adheres to laws and
regulations

to laws and regulations
affecting the municipality.

6. 1SS.119 Difference
between prior year
closing and current year
opening

Differences were noted on the prior
year closing balance of fruitless
and wasteful expenditure and the
current year opening balances:

This is due to lack of review
of financial statements to
ensure accurate reporting.

Management should
review financial statement
ensuring all restated
amount agrees with the
closing balance of prior
year

An opening balance test will be
performed in the current year to

correct the possible
misstatement

7. 1SS.105: Water and
sanitation service
delivery

A summary of the significant
findings from the audit are as
follows:

Management processes for water
and sanitation infrastructure
projects

+ Water projects in progress (2016-
17) did not address the cause of
the water backlog.

+ Sanitation projects in progress
(2016-17) did not address the
cause of the sanitation backlog.

Maintenance of water infrastructure
+ The municipality does not have an
approved policy in place that
addresses routine maintenance of
water infrastructure.

+ The municipality did not plan for
the maintenance of water
infrastructure by setting specific
time frames and targets in this
regard.

+ Conditional assessments were
not done on water infrastructure to
inform the routine water
infrastructure maintenance plan
and budget.

Water losses
+ The municipality disclosed water

The planning pertaining to
water and sanitation
services were not adequate
as to ensure proper service
delivery

Management should
develop and implement
water and sanitation
infrastructure policy and
plan that details and
addresses the strategic
goals and mandate of the
municipality

Proper planning will be followed

through in the current year
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losses to the extent of 3 310 611
kilolitres.
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8. 1SS.106: Roads
Infrastructure: Road
Maintenance plan

a) Management did not submit
approved policy for the planning,
management and reporting of road
infrastructure. This policy should
consist of the following items: -
Funding;- Planning (strategic &
maintenance);- Backlogs; and -
Management information systems
(MIS). (b) The municipality does
not have an approved road
maintenance plan which clearly
indicates the strategy to be
followed for the financial year. The
plan should be a long-term plan
indicating when planned
maintenance is going to occur on
each of the road infrastructure.
Planned maintenance is
maintenance that has been
scheduled and occurs every 3-5
years. The plan should consist of
the following items: - Allowance for
the rectification of existing defects;-
Description of the work to be
carried out;- Forecast of the
necessary maintenance (planned,
routine and repairs); and-
Maintenance expenditure for the
planning period (c) The municipality
does not have a plan to address
the backlogs relating to roads
infrastructure. Plans should include
details of at least the extent of the
backlogs, timeline/s for completion,
costing to clear backlogs, and
processes for monitoring and
reporting (corrective actions
addressing backlogs can be
included in maintenance plan).
Backlogs include new roads /
upgrading / rehabilitation and
maintenance backlogs. (d)
Management did not submit a road
asset management system. The
following items are items that
normally will be included in a road
management system: - Description
of the road infrastructure;-
Condition of the road
infrastructure;- Life cycle of the
roads;- Maintenance planning;-
Maintenance history;- Maintenance
history; and- Backlogs (e) A
condition assessments for all roads
infrastructure under control of the
municipality was not perform to
inform the maintenance of roads.
(f) The priority list did not contain

Management should
develop and implement a
road infrastructure policy
and plan that details and
addresses the strategic
goals and mandate of the
municipality.

Road Planning, management of
Road infrastructure is a key
element of the Municipality’s
activities. All such efforts are
spearheaded by the Technical
Department.
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the necessary information such as
the name of the projects,
description of what is to be
upgraded/maintained as well as the
value of the project. (9)A
complete list of refurbishment
projects was not included in the
priority list. This was due to the
approved priority list not containing
adequate information (project
name, description or amounts).

(h) The municipality had not
implemented corrective actions to
address all findings raised in the
prior year. This was due to lack of
monitoring by management and
adequate management processes
were not in place.Cause:Policies
are not in place to ensure that road
infrastructure is
maintained.Impact:Roads within
the municipal area might
deteriorate to the point where it
needs to be re-constructed and
areas are not timely identified that
is in need of road connections.

9. 18S.121: Contrary to the above, the reasons | The financial statements Management should Proper disclosure and
Inadequate explanation | given by management to comply were not adequately review all explanations for | substantive reasoning will be
on budget with GRAP 24.12 were found to be | reviewed to ensure that all its reasonability and provided in the current year for

either contradictory or the reasons | explanations were should ensure that the any deviations on the budget

were too vague for users of the appropriate reasons are adequate.

financial statements to understand:
10. 1SS.68: Land During the testing of inventory held | The above is due to a the The accounting officer The property was transferred
incorrectly classified as | for sale, it was discovered that the | fact that assets or changes | should ensure that the from inventory to PPE, a journal
inventory held for sale following EFR's are classified as to assets owned by the asset register, investment | was processed and the

inventory instead of Property plant | municipality are not updated | property register and inventory listing updated

and equipment. on the asset register, inventory listing are

investment property register | updated to reflect the all

No EFR Location Amount or inventory listing as assets owned by the

Comment appropriate. municipality, and that

11336 BANKHARA BODULONG updates or changes are

20 000 Reservoir timeously effected.

27557 MOTHIBISTAT-3 12 400
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
Park
Total 32400
11. 1SS.116: During verification process, it was This is due to the fact that The accounting officer A journal was processed and the
Understatement of discovered that the following land is | changes to assets owned by | should ensure that the inventory listing updated
Inventory included in the inventory listing of the municipality were not asset register, investment

the municipality but as per deed
search performed this property is
not registered in the municipality

updated on the asset
register, investment
property register or
inventory listing as

property register and
inventory listing are
updated to reflect the all
assets owned by the

appropriate. municipality, and that
updates or changes are
timeously effected.
12. 18S.104: Finance | With reference to note no 13. This is due to lack of review | Management should The AFS note was adjusted

leases: Incomplete
disclosure

Finance lease obligation on the
financial statements a general
description of the lessee’s material

of financial statement to
ensure accurate and
complete disclosure.

review financial statement
ensuring compliance with
applicable GRAP

including the descriptions and
information as requested by the
auditors or as per the exception

leasing arrangements was not standards. detail above
disclosed as required by GRAP 13.
13. 18S.110 PPE: The amount as per asset register Management did not Management should The above finding was adjusted

Amount as per AFS
does not agree to Asset
register

for other assets do not agree to the
amount as per asset register. Refer
to the below table

Description Amounts per financial
statements submitted for audit on
31-Aug 2017 (R) Amount as per
Asset register (R) Difference (R)
Other Assets 11 114 028 10 892
043 -221 984

adequately review the
annual financial statements
to ensure that they are
adequately supported by the
supporting schedules.
Impact

Property Plant and
equipment may be
overstated by an amount of
R221 984

review the financial
statements and ensure
they are adequately
supported by the
supporting schedules

and the AFS now agree to the
asset register

14. 18S.113. PPE:
Assessment of
impairment not
performed for other
assets

During physical verification of
assets, it was noted that the below
listed assets whose conditions are
marked as fair in the asset register
was assessed as poor and
therefore no assessed for
impairment was performed

Management did not assess
all the assets for impairment
during the year.

Management should
identify and assess the
indicators of impairment
for assets and impair the
assets to reflect the best
estimate of the fair value
of assets.

Impairment assessment was re-
performed on the whole
population and adjustments
were made accordingly

15. 1SS.123 PPE:
Incorrect calculation of
depreciation

Refer to Communication 13
number 18.

Management did not test
the arithmetic accuracy of
the asset register and not
adequately review the
annual financial statements
to ensure that they are fairly
presented

In addition to the review
of the annual financial
statements, management
should review the asset
register and ensure that
the depreciation is
correctly calculated and
confirm the arithmetic
accuracy.

Depreciation was recalculated
and adjustments were made to
correct any incorrect
depreciation calculation

181




Finding Category Audit Finding Description Root Cause Recommendation by Management Response

AG
16. 1SS.102: The amount of unauthorised note Lack of review of financial Management should The amount disclosed in the
Unauthorized no: 42 in the financial statement statements review properly the AFS was adjusted and now
expenditure does not agree to Statement of financial statements matches the statement of budget

Comparison of Budget and Actual
Amounts for expenditure.
Furthermore, we were unable to
verify the accuracy of the disclosed
amount.

before are submitted for
audit

and comparison

17. 1SS.122 Creditors
with debit balances

Creditors with debit balances of
R124 946 are included as part of
payables.

The annual financial
statements and supporting
schedules were not properly
reviewed before it was
submitted for audit purposes

The accounting officer
should ensure the correct
disclosure of accounts
payable

Adjustments to correct the debit
balances were made

18. 1SS.49 AOPO:
Indicators not properly
presented and
disclosed

The following discrepancies were
noted relating to the requirement
above:a. The overall presentation
of the performance information in
the APR is not relevant,
comparable and
understandable.129 - Number of
audits conducted on outdoor
advertising per annum130 -
Number of advertising structure
database updated per annum145 -
Number of households provided
with full water borne sewer
services118 - Number of reports on
activities of the division sent to
Dept. of Transport before the 7th of
every month121 - Number of
integrated Waste Management
Plans reviewed and approved by
Council136 - Number of fleet
management policies reviewed and
approved by Council per annum b.
No comparison between planned
and actual or current and prior year
performance for all indicators. c. No
disclosure of measures taken to
improve performance.

The Municipality does not
have proper, clear and
specific guidelines
"Standard Operating
Procedures” (SOP) on how
to prepare the performance
objectives and they did not
have a manager for PMU fill
year end

Management should
revisit the presentation
and disclosure
requirements as to
ensure that all the
requirements mentioned
above is adhered to.

This will be corrected in the
current year going forward

19. 1SS.90 AOPO -
Differences between
schedules and APR

Refer to Communication 13
number 22.

This was due to lack of
proper monitoring and
review of performance
management system.

The Municipality should
implement the Municipal
System Act of 2000
section 40, Reviewing
and Monitoring of
performance
management system.
Management should
ensure that sufficient
controls and systems are
developed to ensure that
for each indicator the
supporting documentation

These weaknesses are already
being addressed in the current
year to 100% of the population
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

is obtained, processed
and reported on.

20. 1SS.99 Disclosure:

Provision for landfill

The disclosure does not adequately
address:

- the expected timing of the
resulting cash flows

- The assumptions that were used
to determine the estimate that was
used.

GRAP 19.99 was not fully
applied in the disclosure of
the provision.

Management should
adequately review the
financial statements to
ensure that they prepared
and presented within the
requirements of
accounting standards and
legislations

The disclosure has now been
addressed in the revised
financial statements

21, lss:32:
Procurement and
Contract Management:
Awards made to
employees in service of
the state

The following payments were made
to suppliers in service of other state
organisations. A similar finding was
raised in the prior year indicating
that the person is employed by
another state organisation. The
municipality awarded additional
contracts to the supplier in the
current year and was aware that
the person is employed by the
state. # Name of person State
institution where employed
Position/ job title Section/
component Supplier name Date
from when person had interest
Expenditure - current year1
EF006931-0012 KAGISO BRADLY
MOSALA NAT: CORRECTIONAL
SERVICES CB1 2 SECURITY
OFFICER GRADE 2 SMART
GUYS TRADING (PTY) LTD
09/16/2011 29 280.002 EF006931-
0002 KAGISO BRADLY MOSALA
NAT: CORRECTIONAL
SERVICES CB1 2 SECURITY
OFFICER GRADE 2 SMART
GUYS TRADING (PTY) LTD
09/16/2011 28 800.00

We further recommend a
review of all employees
who are in receipt of an
allowance to validate
satisfaction of all
conditions aligned to the
allowance. A proposal
should also be placed
before council for
evaluation on all
allowance invalidly paid
with considerations of
recoverability where
possible.

22. lss:43: Banking
services tender not
approved by council
(Compliance)

In terms of the banking services
contract entered into between the
municipality and First National
Bank for a period of 5 years as
indicated in the signed SLA
between the municipality and the
bank, the contract was required to
have been submitted to council for
approval as required by the MFMA.

Impact

Repairs and maintenance of
existing roads,
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

1. 1SS.97: Employee
cost: Disagreements in
stand-by allowance

Refer to Communication 13
number 3.

Standby work is not
monitored and pre-planned.
In addition calculation of
standby hours worked in
undertaken in error

Standby work is not
monitored and pre-
planned. In addition
calculation of standby
hours worked in

Internal controls will be
implemented to deal with the
weakness identified going
forward

(inaccurately) undertaken in error
(inaccurately)
2. 1SS.115 Employee | Contrary to the provisions and The auditee did not apply We recommend that Internal controls will be
cost: Termination requirements of the BCEA in the provisions of the management should implemented to deal with the

benefits understatement

accordance with leave accrual, the
following employees did not receive
an adequate pay-out for their leave
days accrued upon termination of
service:

applicable legislation and
policy in recognition of leave
and bonus accrual. This
was further affected by a
lack of adequate review on
the accuracy of
remuneration upon
termination of employment.

monitor he provisions and
requirements of
legislation and policy as
would affect employment
contacts and Employer/
Employee relations.It is
highly recommended that
special attention should
be applied on termination
of service thus ensuring
that all remuneration and
deductions where
applicable, are applied
during the final salary
calculation for the
employee. This can be
facilitated by
reconciliations and
reviews which can further
be evidenced by
signatures of the
reviewers (including the
HR and Payroll managers
through to the accounting
officer). As evidence of
reviews and validation of
related pay-outs, the final
payslip should be filled
with the employee
records together with any
tax certificates issued.

weakness identified going
forward

2. 1SS.89: Use of
consultants:
Implementation of
action Plan

It was noted that there were
weaknesses on the action plan as
findings identified in the previous
year were not actually carried out
as the same exception/finding
relating to the management
occurred in the current year

Policies and procedures is
not in place for the
procurement of consulting
services leading to over
contract management.

It was noted that there
were weaknesses on the
action plan as findings
identified in the previous
year were not actually
carried out as the same
exception/finding relating
to the management
occurred in the current
year

Management does not agree
with this finding.

There has been significant
improvement from year to year
given the reduction of issues
raised by the auditors in their
audit report.

There were also a number of
challenges experienced during
the year which included the
following:

* There being No substantive
CFO; and

+ Several different acting CFOs
having overseen the Accounting
and Finance function; and
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
3. 1SS.124: No Through testing of related parties The municipality did not Management should
schedule for related disclosure, it is noted that the maintain adequate records maintain adequate Management agrees with this
parties municipality does not have a formal | to facilitate the disclosure of | records to facilitate the finding.

related parties register. related parties. disclosure of related It is necessary to have a register

parties. for every activity, operation or
transaction of the Municipality.
4. 1SS.108: Financial Contrary to the above, financial Management did not Management should Financial instruments have now
Instrument not instrument disclosure and the adequately apply GRAP ensure that the financial been disclosed per GRAP
disclosed measurement thereof noted that requirement statements are
aforementioned was not disclosed Management did not review | adequately reviewed and
in accordance with GRAP 104. the financial statement that the disclosure as
required above is made to
the AFS.
5. 18S.117: No Unauthorised, irregular or fruitless Management did not take Management should Investigation will be done in the
investigation performed | and wasteful expenditure incurred reasonable steps to ensure | ensure that they adhere current year

by the municipality were not
investigated to determine if any
person is liable for the expenditure.

that the municipality
adheres to laws and
regulations

to laws and regulations
affecting the municipality.

6. 1SS.119 Difference
between prior year
closing and current year
opening

Differences were noted on the prior
year closing balance of fruitless
and wasteful expenditure and the
current year opening balances:

This is due to lack of review
of financial statements to
ensure accurate reporting.

Management should
review financial statement
ensuring all restated
amount agrees with the
closing balance of prior
year

An opening balance test will be
performed in the current year to

correct the possible
misstatement

7. 1SS.105: Water and
sanitation service
delivery

A summary of the significant
findings from the audit are as
follows: Management processes for
water and sanitation infrastructure
projectss Water projects in progress
(2016-17) did not address the
cause of the water backlog. ¢
Sanitation projects in progress
(2016-17) did not address the
cause of the sanitation backlog.
Maintenance of water
infrastructures The municipality
does not have an approved policy
in place that addresses routine
maintenance of water
infrastructure.» The municipality did
not plan for the maintenance of
water infrastructure by setting
specific time frames and targets in
this regard. « Conditional
assessments were not done on
water infrastructure to inform the
routine water infrastructure
maintenance plan and budget.
Water losses* The municipality
disclosed water losses to the extent
of 3310 611 kilolitres.

The planning pertaining to
water and sanitation
services were not adequate
as to ensure proper service
delivery

Management should
develop and implement
water and sanitation
infrastructure policy and
plan that details and
addresses the strategic
goals and mandate of the
municipality

Proper planning will be followed

through in the current year
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

8. 1SS.106: Roads
Infrastructure: Road
Maintenance plan

a) Management did not submit
approved policy for the planning,
management and reporting of road
infrastructure. This policy should
consist of the following items: -
Funding;- Planning (strategic &
maintenance);- Backlogs; and -
Management information systems
(MIS). (b) The municipality does
not have an approved road
maintenance plan which clearly
indicates the strategy to be
followed for the financial year. The
plan should be a long-term plan
indicating when planned
maintenance is going to occur on
each of the road infrastructure.
Planned maintenance is
maintenance that has been
scheduled and occurs every 3-5
years. The plan should consist of
the following items: - Allowance for
the rectification of existing defects;-
Description of the work to be
carried out;- Forecast of the
necessary maintenance (planned,
routine and repairs); and-
Maintenance expenditure for the
planning period (c) The municipality
does not have a plan to address
the backlogs relating to roads
infrastructure. Plans should include
details of at least the extent of the
backlogs, timeline/s for completion,
costing to clear backlogs, and
processes for monitoring and
reporting (corrective actions
addressing backlogs can be
included in maintenance plan).
Backlogs include new roads /
upgrading / rehabilitation and
maintenance backlogs. (d)
Management did not submit a road
asset management system. The
following items are items that
normally will be included in a road
management system: - Description
of the road infrastructure;-
Condition of the road
infrastructure;- Life cycle of the
roads;- Maintenance planning;-
Maintenance history;- Maintenance
history; and- Backlogs (e) A
condition assessments for all roads
infrastructure under control of the
municipality was not perform to
inform the maintenance of roads.
(f) The priority list did not contain

Management should
develop and implement a
road infrastructure policy
and plan that details and
addresses the strategic
goals and mandate of the
municipality.

Road Planning, management of
Road infrastructure is a key
element of the Municipality’s
activities. All such efforts are
spearheaded by the Technical
Department.
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG

the necessary information such as
the name of the projects,
description of what is to be
upgraded/maintained as well as the
value of the project. (9)A
complete list of refurbishment
projects was not included in the
priority list. This was due to the
approved priority list not containing
adequate information (project
name, description or amounts).

(h) The municipality had not
implemented corrective actions to
address all findings raised in the
prior year. This was due to lack of
monitoring by management and
adequate management processes
were not in place.Cause:Policies
are not in place to ensure that road
infrastructure is
maintained.Impact:Roads within
the municipal area might
deteriorate to the point where it
needs to be re-constructed and
areas are not timely identified that
is in need of road connections.

9. 18S.121: Contrary to the above, the reasons | The financial statements Management should Proper disclosure and
Inadequate explanation | given by management to comply were not adequately review all explanations for | substantive reasoning will be
on budget with GRAP 24.12 were found to be | reviewed to ensure that all its reasonability and provided in the current year for

either contradictory or the reasons | explanations were should ensure that the any deviations on the budget

were too vague for users of the appropriate reasons are adequate.

financial statements to understand:
10. 1SS.68: Land During the testing of inventory held | The above is due to a the The accounting officer The property was transferred
incorrectly classified as | for sale, it was discovered that the | fact that assets or changes | should ensure that the from inventory to PPE, a journal
inventory held for sale following EFR's are classified as to assets owned by the asset register, investment | was processed and the

inventory instead of Property plant | municipality are not updated | property register and inventory listing updated

and equipment. on the asset register, inventory listing are

investment property register | updated to reflect the all

No EFR Location Amount or inventory listing as assets owned by the

Comment appropriate. municipality, and that

11336 BANKHARA BODULONG updates or changes are

20 000 Reservoir timeously effected.

27557 MOTHIBISTAT-3 12 400
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
Park
Total 32400
11. 1SS.116: During verification process, it was This is due to the fact that The accounting officer A journal was processed and the
Understatement of discovered that the following land is | changes to assets owned by | should ensure that the inventory listing updated
Inventory included in the inventory listing of the municipality were not asset register, investment

the municipality but as per deed
search performed this property is
not registered in the municipality

updated on the asset
register, investment
property register or
inventory listing as

property register and
inventory listing are
updated to reflect the all
assets owned by the

appropriate. municipality, and that
updates or changes are
timeously effected.
12. 18S.104: Finance | With reference to note no 13. This is due to lack of review | Management should The AFS note was adjusted

leases: Incomplete
disclosure

Finance lease obligation on the
financial statements a general
description of the lessee’s material

of financial statement to
ensure accurate and
complete disclosure.

review financial statement
ensuring compliance with
applicable GRAP

including the descriptions and
information as requested by the
auditors or as per the exception

leasing arrangements was not standards. detail above
disclosed as required by GRAP 13.
13. 18S.110 PPE: The amount as per asset register Management did not Management should The above finding was adjusted

Amount as per AFS
does not agree to Asset
register

for other assets do not agree to the
amount as per asset register. Refer
to the below table

Description Amounts per financial
statements submitted for audit on
31-Aug 2017 (R) Amount as per
Asset register (R) Difference (R)
Other Assets 11 114 028 10 892
043 -221 984

adequately review the
annual financial statements
to ensure that they are
adequately supported by the
supporting schedules.
Impact

Property Plant and
equipment may be
overstated by an amount of
R221 984

review the financial
statements and ensure
they are adequately
supported by the
supporting schedules

and the AFS now agree to the
asset register

14. 18S.113. PPE:
Assessment of
impairment not
performed for other
assets

During physical verification of
assets, it was noted that the below
listed assets whose conditions are
marked as fair in the asset register
was assessed as poor and
therefore no assessed for
impairment was performed

Management did not assess
all the assets for impairment
during the year.

Management should
identify and assess the
indicators of impairment
for assets and impair the
assets to reflect the best
estimate of the fair value
of assets.

Impairment assessment was re-
performed on the whole
population and adjustments
were made accordingly

15. 1SS.123 PPE:
Incorrect calculation of
depreciation

Refer to Communication 13
number 18.

Management did not test
the arithmetic accuracy of
the asset register and not
adequately review the
annual financial statements
to ensure that they are fairly
presented

In addition to the review
of the annual financial
statements, management
should review the asset
register and ensure that
the depreciation is
correctly calculated and
confirm the arithmetic
accuracy.

Depreciation was recalculated
and adjustments were made to
correct any incorrect
depreciation calculation
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response

AG
16. 1SS.102: The amount of unauthorised note Lack of review of financial Management should The amount disclosed in the
Unauthorized no: 42 in the financial statement statements review properly the AFS was adjusted and now
expenditure does not agree to Statement of financial statements matches the statement of budget

Comparison of Budget and Actual
Amounts for expenditure.
Furthermore, we were unable to
verify the accuracy of the disclosed
amount.

before are submitted for
audit

and comparison

17. 1SS.122 Creditors
with debit balances

Creditors with debit balances of
R124 946 are included as part of
payables.

The annual financial
statements and supporting
schedules were not properly
reviewed before it was
submitted for audit purposes

The accounting officer
should ensure the correct
disclosure of accounts
payable

Adjustments to correct the debit
balances were made

18. 1SS.49 AOPO:
Indicators not properly
presented and
disclosed

The following discrepancies were
noted relating to the requirement
above:a. The overall presentation
of the performance information in
the APR is not relevant,
comparable and
understandable.129 - Number of
audits conducted on outdoor
advertising per annum130 -
Number of advertising structure
database updated per annum145 -
Number of households provided
with full water borne sewer
services118 - Number of reports on
activities of the division sent to
Dept. of Transport before the 7th of
every month121 - Number of
integrated Waste Management
Plans reviewed and approved by
Council136 - Number of fleet
management policies reviewed and
approved by Council per annum b.
No comparison between planned
and actual or current and prior year
performance for all indicators. c. No
disclosure of measures taken to
improve performance.

The Municipality does not
have proper, clear and
specific guidelines
"Standard Operating
Procedures” (SOP) on how
to prepare the performance
objectives and they did not
have a manager for PMU fill
year end

Management should
revisit the presentation
and disclosure
requirements as to
ensure that all the
requirements mentioned
above is adhered to.

This will be corrected in the
current year going forward

19. 1SS.90 AOPO -
Differences between
schedules and APR

Refer to Communication 13
number 22.

This was due to lack of
proper monitoring and
review of performance
management system.

The Municipality should
implement the Municipal
System Act of 2000
section 40, Reviewing
and Monitoring of
performance
management system.
Management should
ensure that sufficient
controls and systems are
developed to ensure that
for each indicator the
supporting documentation

These weaknesses are already
being addressed in the current
year to 100% of the population
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

is obtained, processed
and reported on.

20. 1SS.99 Disclosure:

Provision for landfill

The disclosure does not adequately
address:

- the expected timing of the
resulting cash flows

- The assumptions that were used
to determine the estimate that was
used.

GRAP 19.99 was not fully
applied in the disclosure of
the provision.

Management should
adequately review the
financial statements to
ensure that they prepared
and presented within the
requirements of
accounting standards and
legislations

The disclosure has now been
addressed in the revised
financial statements

21, lss:32:
Procurement and
Contract Management:
Awards made to
employees in service of
the state

The following payments were made
to suppliers in service of other state
organisations. A similar finding was
raised in the prior year indicating
that the person is employed by
another state organisation. The
municipality awarded additional
contracts to the supplier in the
current year and was aware that
the person is employed by the
state. # Name of person State
institution where employed
Position/ job title Section/
component Supplier name Date
from when person had interest
Expenditure - current year1
EF006931-0012 KAGISO BRADLY
MOSALA NAT: CORRECTIONAL
SERVICES CB1 2 SECURITY
OFFICER GRADE 2 SMART
GUYS TRADING (PTY) LTD
09/16/2011 29 280.002 EF006931-
0002 KAGISO BRADLY MOSALA
NAT: CORRECTIONAL
SERVICES CB1 2 SECURITY
OFFICER GRADE 2 SMART
GUYS TRADING (PTY) LTD
09/16/2011 28 800.00

We further recommend a
review of all employees
who are in receipt of an
allowance to validate
satisfaction of all
conditions aligned to the
allowance. A proposal
should also be placed
before council for
evaluation on all
allowance invalidly paid
with considerations of
recoverability where
possible.

22. lss:43: Banking
services tender not
approved by council
(Compliance)

In terms of the banking services
contract entered into between the
municipality and First National
Bank for a period of 5 years as
indicated in the signed SLA
between the municipality and the
bank, the contract was required to
have been submitted to council for
approval as required by the MFMA.

Impact

Repairs and maintenance of
existing roads,
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

1. Iss 56: Procurement
and Contract
Management: Tax
clearance certificate not
provided

Refer to communication 14 issue 4.

This will result in irregular
expenditure amounting to R
58 080.00.

To ensure that the
municipality does not face
cash-flow and financial
challenges, we
recommend aligning all
remuneration in
accordance with SALGA
determinations unless
and except where budget
(from retained reserves)
permits otherwise

2. lss.57: (Value add)
Procurement and
Contract Management:
CIDB requirements not
adequately applied

The following deficiencies were
identified when procuring a
contractor for quotation number
Gas:Q22/2016. 1. The tender
invitation for a construction works
contract did not stipulated the
minimum category which the
bidders must be registered at with
the CIDB in order to qualify
evaluation. 2. The contractor
Thabic Engineering (pty) Ltd is not
registered in the class of
construction works that the projects
relates to as indicated in schedule
3 of the CIDB regulations. The
contractor Thabic Engineering (pty)
Ltd (CRS nr: 23081) is registered
on the CIDB in grading 1 CE and
the works to be performed required
at a minimum a contractor
registered on a grading of 1 GB. A
contractor was required to build two
RDP houses and based on the
definition of works to be performed
as indicated in schedule 3 of the
CIDB regulations. this required a
grading of 1GB.

Management should
include this requirement
as part of the checklist for
procurement tenders
taking into consideration
that it could impact other
long term projects
procured in future
example long term
infrastructure projects.

3. Iss:119:
Procurement and
Contract Management:
Official failed to disclose
interest

Refer to communication 14 issue 6.

Management should revisit
all payments made to the
indicated supplier for all new
awards made in the current
year to determine the full
extent of the irregular
expenditure.

The municipality should
develop an internal
database to limit such
awards and constantly
update this register where
relationships are
identified.

Therefore, it is not correct to
state that “there is no policy or
plans for the management of
Road Infrastructure”.
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

4. 1ss.120: (AFS)
Procurement and
Contract Management:
Completeness of
deviations disclosed in
note 45 and reported to
council

The following deviation was not
disclosed in note 45 of the AFS

1. ACDC MECHATRONICS
ENGINEERING (EF006931-0014)
R31290

2. There is no evidence that the
reasons for this deviation were
recorded and presented at the next
council meeting.

This is an oversight in the recording
of deviations from management as
there is no process to confirm the
completeness of the register.

This will lead to an understatement
of R 31 290 in the balance of the
deviations disclosed in the AFS.

Management should revisit the
population to confirm the
completeness of deviations
disclosed in the AFS

Updating the deviation register
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

5. lIss.121:
Procurement and
Contract Management:
Contract management
process not adequately
performed

The following issues were identified
pertaining to contract management
processes within the municipality
on the below indicated bids 1. The
accounting officer did not sign the
contract entered into with the
below indicated supplier. (a) BID
NO 19/2014-15: Form of offer and
acceptance: Signed only by the
supplier on 15/05/2015 2. The
terms and conditions for the
following bids does not include the
provision for the termination of the
contract in the case of non- or
underperformance and dispute
resolution mechanisms to settle
disputes between the parties (a)
BID NO 11/2014-15: Maruping/
Batlharos: External & Internal
Water Distribution Phase 2 (Budget
M) : Contractor- Jorian
Construction(b) BID NO 19/2014-
15: Vergenoeg -Maruping
Upgrading link road to Bituminous
standard phase 2: Contractor :
Tshenolo Resources(c) Turnkey:
Upgrading of Moffat Intake
Substation- Phase 1 - Dihalse
Consulting(d) Construction of 24 M
reservoir - Department of water and
Sanitation 3. The following
contracts were extended without
following the process indicated
below (a) BID NO 11/2014-15:
Maruping/ Batlharos: External &
Internal Water Distribution Phase 2
(Budget M) : Contractor- Jorian
Construction - Extended by R 647
756.86(b) Construction of 24 M|
reservoir - Department of water and
Sanitation - Extended by R3 326
313.83 When extending these
contracts the following was not
performed (i) This was not
performed in accordance with the
SCM policy of the municipality as
the policy requires that extensions
be approved by the bid adjudication
committee (ii) The reasons for the
proposed amendment were not
tabled in the council of the
municipality (iii) Extensions to the
contracts were not approved by a
delegated official of the municipality

This is a value add finding
as no expenditure was
incurred by the municipality
and the contract was
cancelled. Based on the
finding this would have lead
to possible non compliance
and irregular expenditure
had management continued
with the contract after the
award.

The municipality should
request that the CAAT's
CIPRO search be
performed for all
employees to idenitfy
such relationships and
where employees are
partners in other business
with suppliers of the
municipality

Population will be revised and all
irregular expenditure will be
investigated
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

6. 1SS.132 Employee
costs: Terminations not
confirmed by the
accounting officer

We did not obtain adequate
evidence to validate that the
accounting officer acknowledged
the termination or knowledge of
end of service by the out-going
employee. The following employee
details refer:

# Employee Date terminated
Reason for termination Notice
issued by

1 8308056 2017/01/31 Resignation
Not acknowledged

25308514 2017/01/31 Resignation
Not acknowledged

35309210 2017/01/31 Retirement
Not acknowledged

4 5200637 2017/02/28 Resignation
Not acknowledged

5 5453532 2017/02/28 Resignation
Sampson

6 100620 2016/09/30 Contract
ended Not acknowledged

7101101 2016/09/30 Contract
ended Not acknowledged

Management does not agree
with the audit finding, all
terminations of municipal
employees are approved by the
accounting office and the
employees are also terminated
on the VIP payroll.

1. 1SS.133: Employee
costs: Salary scale and
notch cannot be
validated

The following employees were
appointed by the municipality on a
salary scale and notch to which we
could not adequately validate
except as indicated on the
appointment letter: # Employee
Confirmation date Scale Notch1
S001081 15-Dec-16 T14 12
$100567 01-Feb-17 T10 A3
$100655 30-Jun-16 T10 A4
$100945 01-Feb-17 T3 A5
$101288 30-Jun-16 T14 A6
$101289 02-Dec-16 T8 A7
$102370 01-Feb-17 T10 A8
$102388 01-Feb-17 T10 A9
$205072 01-Feb-17 T7 A10
$205080 01-Feb-17 T7 A11
$308810 01-Feb-17 T3 A12
$452874 01-Feb-17 T3 A13
$452882 01-Feb-17 T3 A14
$500076 01-Feb-17 T3 A15
1000241 05-Dec-16 T10 A16
1000243 05-Dec-16 T14 D

Management should
ensure that the required
financial delegations are
signed to authorise
Senior Managers to
approve contract
extensions limited to a R
2 million (or lower)

Management does not agree
with the above audit findings as
all the Notches are stated on the
appointment letter and
corresponds with the notch
advertised for the position in
question
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

2. 1SS.134 Employee
cost: Remuneration
paid to senior managers
not validated

The following discrepancies were
noted during senior management
testing:

1. The following amounts paid to
employees as remuneration in the
capacity as senior managers were
not disclosed as such in the annual
Financial Statements:
# Employee Remuneration Amount
1 Remuneration of the Manager:
Corporate Support Services (MM
Gaselebelwe) Acting Allowance
10,339.19
2 Remuneration of Chief Finance
Officer: Kagiso Noke Other
company contributions (SDL,
SALGA) 872.97

Total 11,212.16

2. It has not been possible to
validate Acting allowances paid as
follows, owing to a lack of verifiable
appointment letters and/ or the
basis on which the allowance was
calculated. Calculation could not be
agreed to the guidelines for
remuneration for senior managers
or any other basis as applicable:
# Employee Allowance paid
Allowance verified Difference
1 Remuneration of Chief Finance
Officer: Tshegofatso Jarvis
266,582.00 50,256.91 216,325.09
2 Remuneration of Chief Finance
Officer: Tafita Sehloho 319,898.00
131,648.63 188,249.37
3 Remuneration of the Manager:
Community Services (PJ Sampson)
6,398.00 - 6,398.00
4 Remuneration of the Manager:
Corporate Support Services (M.
Tsatsimpe) 111,969.00 43,584.56
68,384.44
5 Remuneration of the Manager:
Technical Services (HJ Smit)
54,385.00 - 54,385.00

Total misstatement 533,741.90

3. We could not establish
remuneration as paid to Municipal
Manager (G E NTEFANG) for
alignment to guidelines for the
remuneration of senior managers

2. The will result in irregular
expenditure R 3 974 070.69

Management does not agree
with the above audit finding.

Remuneration paid to senior
managers was validated.
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

3. 1SS.135: Employee
cost: Presentation and
disclosure

Disclosure for employee benefits
per note 27 lacks cross reference
to note 16 of the Financial
statements.Further review of the
disclosure note indicate reporting
on two separate elements including
details of "Other Allowances" for
R865 313.00 and R2 807 046.00
which lacks sufficient detail and
clarity.Disclosure note for the
following positions lacks
transparency as it does not include
the individual name:Remuneration
of Municipal
ManagerRemuneration of the
Manager: Community
ServicesRemuneration of the
Manager: Corporate Support
ServicesRemuneration of the
Manager: Technical Services
Note 27 contains typing and
spelling errors

2. The will result in irregular
expenditure R 3 974 070.69

Management should
ensure that processes are
put in place to notify
council of such contract
extensions

The annual financial statements
have been updated to reflect the
disclosure on employee costs

4. 1SS.126 DORA No
cash backed reserves
on grant underspending

When conditions are attached to a
transferred asset, the entity incurs
a liability. The entity has a present
obligation to comply with the
conditions of the asset or to return
the economic benefits or service
potential of the asset to the
transferor when the conditions are
not met. Therefore, when a
recipient initially recognises an
asset that is subject to a condition,
the recipient also incurs a liability.

All grant receipts have to be kept in
a separate bank account and
transferred into the primary bank
account of the municipality when a
payment needs to be made. This
serves as a mitigating control to
ensure that money received for a
certain grant is spent according its
conditions and that the liability
remains cash backed until it has
been appropriately applied
according to the conditions. In
other words the municipality should
have sufficient funds at any stage
to be able to meet its obligation of
the unspent conditional grant.

However, a shortfall was noted
between the unspent conditional
grants as per the financial

Impact:

Internal controls will be put in
place to ensure that unspent
grants are cash backed
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

statements and current funds (eg.
cash and cash equivalents and
current investments) at year-end.

5. 1SS.127: Estimate
revenue from exchange

During scrutiny of revenue
accounts it was noted that no
estimate for unbilled consumption
since the last meter readings
before year-end, made up of the
following: - Metered electricity-
Metered waterSale of water and
electricity (excluding prepaid
electricity) for 2016: R61 597 753 +
R15641 680 - R33 721 368 = R43
518 065Sale of water and
electricity (excluding prepaid
electricity) for 2017: R81 376 100 +
R17 472793 - R36 219 230 = R 62
629 663Consumer accounts are
prepared up to the 15th for each
month. Therefore the last 15 days
of the year should be accounted
for.2017: R62 629 663 x 15/ 365 =
R2 573 8212016: R43 518 065 x
15/365=R1788413

Financial statements lacks
transparency as would
facilitate fair presentation
and understand ability of
financial performance.

The financials have been
adjusted to reflect the above
issue identified
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

6. 1SS.128: Fines
differences

Contrary to the above mentioned
prescripts the following was noted:
1. The following differences were
noted on handwritten fines:
Handwritten fines as per the
municipality's estimate Information
obtained as per reports
2017 2017 Difference
Issued 1295 780.00
Fines issued as per summary
report 1470200.00 (174 420.00)
Received 134 150.00
Payments received as per payment
report

161 250.00 (27 100.00)
Camera fines
CAMERA FINES as per the
municipality's estimate Information
obtained as per reports
2017 2017 Difference
Issued 8814 700.00
Fines issued as per system audit
report exc fines withdrawn 8 983
300.00 (168 600.00)

2. No reconciliations are performed
throughout the year relating to fines
- money collected and fines issued.

3. The following could not be
confirmed on the system:
Reduction (112 700.00)
Increased 46 100.00

4. A total of 57 written fines was not
removed from the fines book and
no explanation could be provided to
auditors, the following 10 fines
number serves as an example -

51/13250/846
51/12737/846
51/12169/846
51/10057/846
51/12938/846
51/11501/846
51/11701/846
51/11851/846
51/10028/846
51/11884/846

5. Fines receipt books for fine
money relating to 65301 - 65400
was missing.

Reconciliation of revenue
from non-exchange is not
kept on a monthly basis.

Management should
ensure that:
Reconciliations performed
on a monthly basis and
reviewed by an official
independent of fines.

Monthly reconciliations will be
performed to ensure that the
reports received for fines,
issued, withdrawn, paid, reduced
and increased agrees with the
reconciliation and thereby
agrees with the balances
disclosed
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Finding Category Audit Finding Description Root Cause Recommendation by Management Response
AG
7. 1SS.129: Non- Contrary to the above mentioned Oversight from Management should:- Proper procedure and

compliance on disposal
of land held for sale

prescripts no evidence could be
obtained that public participation
took place and whether council
approved and complied with
section 5 of Municipal Asset
Transfer Regulations relating to the
following sampled disposals:No.
Description Description Fiscal Tran
Date Doc No Remarks Amount1
Town Planning & Building Surv
Sale Of Stands 2016/07/01
11/07/2016 637446 Thota Tau
Group (Pty (877 192.99)2 Town
Planning & Building Surv Sale Of
Stands 2016/07/01 28/07/2016
640003 Absa Bank Erf 6255 (438
596.50)3 Town Planning & Building
Surv Sale Of Stands 2016/09/01
08/09/2016 647162 Erf6169 And
Portion (877 192.99)4 Town
Planning & Building Surv Sale Of
Stands 2017/02/01 20/02/2017
673281 Erf6169 And Portion (1 315
789.48)5 Town Planning & Building
Surv Sale Of Stands 2017/03/01
08/03/2017 675402 Erf 7695 (8
771.93)

management on issues
relating to compliance.

Ensure that compliance
with legislation is adhered
to.- Copies of documents
are kept in triplicate, one
sitting in legal, the other
in supply chain
management unit and the
other with the town
planning unit.- A checklist
is drawn-up to ensure
compliance with
applicable legislation.

compliance will be followed in
the future when land is being
disposed off
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

8. 1SS.130 Journals
Revenue and
receivables inadequate
support

1. Contrary to the above mentioned
prescript, the following journals did
not have sufficient audit evidence:
Revenue journalsNo: Dep
Description Account Document no.
Date Remarks Debit Credit 1 220
LEVIES:PROPERTY RATES 1
7068 30/06/2017 WRONG TARIFF
102 528.40 220
LEVIES:PROPERTY RATES 1
7068 30/06/2017 WRONG TARIFF
120.99 901 SUSPENCE: T
BOSIAME 500107 7068
30/06/2017 WRONG TARIFF -
102 649.29

Receivables journalsNo. Depart
Description Account Doc No Tran
Date Remarks Debit Credit2 814
RECEIVABLES FROM NON-
EXCHANGE 130100 1501
14/09/2016 RAYN N 3 291.30

905 ANNUITY LOANS 504061
1501 14/09/2016 RAYN N -3291.3
2. Differences were noted between
the supporting document and the
journal amount: No. Depart
Description Account Doc No Tran
Date Remarks Debit Credit3 340
ESTATES 20013 7129 30/06/2016
REVERSAL -27359.9 345
MUNICIPAL BUILDINGS 20006
7129 30/06/2016 REVERSAL
613500 345 MUNICIPAL
BUILDINGS 20007 7129
30/06/2016 REVERSAL 107073.07
345 MUNICIPAL BUILDINGS
20007 7129 30/06/2016
REVERSAL -14400 345
MUNICIPAL BUILDINGS 20007
7129 30/06/2016 REVERSAL
188435.18 345 MUNICIPAL
BUILDINGS 20018 7129
30/06/2016 REVERSAL 176544.64
345 MUNICIPAL BUILDINGS
20018 7129 30/06/2016
REVERSAL 148306.26 814
RECEIVABLES FROM NON-
EXCHANGE 30100 7129
30/06/2016 REVERSAL -
846051.37 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -
207282.35 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -
107073.07 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -

Minimal time allocated for
the preparation of Annual
Financial Statements

Management should
ensure that journals are
supported by adequate
and relevant supporting
document.

Management does not agree
with the finding. The journals are
supported by recalculations and
reviews of the Valuation roll that
warrant changes made
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

148306.26 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -
176544.64 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -
613500 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL
27359.9 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL
14400 814 RECEIVABLES
FROM NON-EXCHANGE 200300
7129 30/06/2016 REVERSAL -
188435.18 853 ACCUMULATED
SURPLUS/DEFICIT 60008 7129
30/06/2016 REVERSAL 207282.35
995 UNALLOC
OVERFLW/SHORTAGE 890005
7129 30/06/2016 REVERSAL
846051.37 2328 952.77 -
2328952.77
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Finding Category

Audit Finding Description

Root Cause

Recommendation by
AG

Management Response

9. 18S.131: Indigent
register does not agree
to system

Contrary to the above mentioned
prescripts differences were noted
between the indigent register and
the accounting system:

Information from indigent register
No SURNAME INITIALS ID
NUMBER Erf no. Account no.

17 BENADE M.A 2409150041086
1210 140281

19 DE RUV.RHW
5303130134086 1525253

22 LESERWANE M.J
4403055369088 744 511575

23 PENTZ J.M 4303010054082
1142 228152

24 SIMA G.A 6403270900087
1209 142697

25 ABBOTT L.I 7709260063085
3858 6324005

27 ABRAHAMS J.S
7404300124085 6404051

28 ABRAHAMS E.F
6904200192083 3813 6401370
29 ANDREAS F.H 5011100007089
6503462

30 ANDRWES A 4202135111084
1387 6326851

Management should
ensure:

Reconciliations are
performed on a monthly
basis and differences
should be followed up.
Reconciliations are
reviewed by a person
independent of revenue

and receivables section.

Monthly reconciliation of Indigent
register and the register in the
system will be reviewed by an
independent person.
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6.4 AUDITORS GENERAL REPORT ON FINANCIAL STATEMENTS 2016/2017

Report of the auditor-general to the Northern Cape Provincial Legislature and
the council on
Ga-Segonyana Local Municipality

‘ Report on the audit of the financial statements

Qualified opinion

| have audited the financial statements of the Ga-Segonyana Local Municipality set out on
pages 258 to 331, which comprise the statement of financial position as at 30 June 2017,
and the statement of financial performance, statement of changes in net assets, cash flow
statement and statement of comparison of budget and actual amounts for the year then
ended, as well as the notes to the financial statements, including a summary of significant
accounting policies.

In my opinion, except for the possible effects of the matters described in the basis for qualified
opinion section of my report, the financial statements present fairly, in all material respects,
the financial position of the Ga-Segonyana Local Municipality as at 30 June 2017, and its
financial performance and cash flows for the year then ended in accordance with Standards
of Generally Recognised Accounting Practice (Standards of GRAP) and the requirements
of the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003)
(MFMA) and the Division of Revenue Act of South Africa, 2016 (Act No. 3 of 2016) (DoRA).

Basis for qualified opinion
Irregular expenditure

The municipality did not disclose all the irregular expenditure in the notes to the financial
statements, as required by section 125(2)(d)(i) of the MFMA. The municipality incurred
expenditure in contravention of the supply chain management (SCM) requirements
resulting in irregular expenditure being understated in the current and previous year. | was
unable to determine the full extent of the understatement as it was impracticable to do so.
In addition, | was unable to obtain sufficient appropriate audit evidence regarding irregular
expenditure due to the lack of evidence that management had properly identified,
investigated and recorded all irregular expenditure transactions during the prior years and
the lack of a proper system of internal control to support and account for and identify
irregular expenditure. | was unable to confirm the balance disclosed by alternative means.
Consequently, | was unable to determine whether any further adjustment to irregular
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expenditure, disclosed as R275 392 310 (2016: R247 387 887) in note 44 to the financial
statements, was necessary.

VAT receivable

| was unable to obtain sufficient appropriate audit evidence for the VAT receivable due to an
inadequate management accounting and information system to account for VAT. | was
unable to confirm the balance disclosed by alternative means. Consequently, | was unable
to determine whether any adjustments were necessary to the VAT receivable, stated at
R22 025 161 (2016: R15 998 051) in note 5 to the financial statements.

Receivables from non-exchange transactions

During 2016, | was unable to obtain sufficient appropriate audit evidence for receivables from
non-exchange transactions and to confirm the receivables by alternative means. In
addition, fines revenue and property rates were incorrectly calculated resulting in
receivables from non-exchange transactions being understated by R1 215 881.
Consequently, | was unable to determine whether any adjustment was necessary to
receivables from non-exchange transactions stated at R12 463 893. My audit opinion on
the financial statements for the period ended 2016 was modified accordingly. My opinion
on the current year financial statements was also modified because of the possible effect
of this matter on the comparability of receivables from non-exchange transactions for the
current period.

Context for the opinion

| conducted my audit in accordance with the International Standards on Auditing (ISAs). My
responsibilities under those standards are further described in the auditor-general’s
responsibilities for the audit of the financial statements section of my report.

| am independent of the municipality in accordance with the International Ethics Standards
Board for Accountants’ Code of ethics for professional accountants (IESBA code) together
with the ethical requirements that are relevant to my audit in South Africa. | have fulfilled
my other ethical responsibilities in accordance with these requirements and the IESBA
code.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified opinion.

Material uncertainty related to going concern

| draw attention to the matter below. My opinion is not modified in respect of this matter.

| draw attention to note 41 in the financial statements, which indicates that the municipality’s
current liabilities exceeded its current assets by R35 738 240 as at 30 June. As stated in
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note 41, these events or conditions, along with other matters as set forth in note 41, indicate
that a material uncertainty exists that may cast significant doubt on the municipality’s ability
to continue as a going concern.

Emphasis of matters

| draw attention to the matters below. My opinion is not modified in respect of these matters.

Restatement of corresponding figures

As disclosed in note 47 to the financial statements, the corresponding figures for 30 June 2016
have been restated as a result of an error discovered during 30 June 2017 in the financial
statements of the municipality at, and for the year ended, 30 June 2016.

Material losses - water

As disclosed in note 46 to the financial statements, material electricity losses to the amount of
R17 257 740 (2016: R4 565 139) was incurred which represents 23% (2016: 6.5%) of total
electricity purchased.

Material losses - electricity

As disclosed in note 46 to the financial statements, material water losses to the amount of
R16 553 055 (2016: R10 390 376) was incurred which represents 65% (2016: 52%) of total
water input.

Other matter

| draw attention to the matter below. My opinion is not modified in respect of this matter.

Unaudited disclosure notes

In terms of section 125(2)(e) of the MFMA the municipality is required to disclose particulars of
non-compliance with the MFMA. This disclosure requirement did not form part of the audit
of the financial statements and accordingly | do not express an opinion thereon.

Responsibilities of the accounting officer for the audit of the financial statements

The accounting officer is responsible for the preparation and fair presentation of the financial
statements in accordance with Standards of GRAP and the requirements of the MFMA and
DoRA and for such internal control as the accounting officer determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, the accounting officer is responsible for assessing the
Ga-Segonyana Local Municipality’s ability to continue as a going concern, disclosing, as
applicable, matters relating to going concern and using the going concern basis of
accounting unless there is an intention either to liquidate the municipality or to cease
operations, or there is no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes my opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

A further description of my responsibilities for the audit of the financial statements is included
in the annexure to the auditor’s report.

Report on the audit of the annual performance report

Introduction and scope

In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and
the general notice issued in terms thereof | have a responsibility to report material findings
on the reported performance information against predetermined objectives for selected
development priorities presented in the annual performance report. | performed procedures
to identify findings but not to gather evidence to express assurance.

My procedures address the reported performance information, which must be based on the
approved performance planning documents of the municipality. | have not evaluated the
completeness and appropriateness of the performance indicators included in the planning
documents. My procedures also did not extend to any disclosures or assertions relating to
planned performance strategies and information in respect of future periods that may be
included as part of the reported performance information. Accordingly, my findings do not
extend to these matters.

| evaluated the usefulness and reliability of the reported performance information in accordance
with the criteria developed from the performance management and reporting framework,
as defined in the general notice, for the following selected development priorities presented
in the annual performance report of the municipality for the year ended 30 June 2017:
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Development priorities Pages in the annual
performance report

KPA 5: Basic Service Delivery 247-257

| performed procedures to determine whether the reported performance information was
consistent with the approved performance planning documents. | performed further
procedures to determine whether the indicators and related targets were measurable and
relevant, and assessed the reliability of the reported performance information to determine
whether it was valid, accurate and complete.

The material findings in respect of the usefulness and reliability of the selected development
priorities are as follows:

KPA 5 — Basic Service Delivery
Various indicators

The source information and evidence for the achievement of the planned indicators listed below
were not clearly defined, as required by the Framework for Managing Programme
Performance Information (FMPPI).

Performance indicator

114 - Implementation of maintenance schedule at sport grounds (Number of activities on maintenance
schedule implemented/ Number of activities on maintenance schedule

115 - Implementation of schedule at cemeteries - Kuruman, Wrenchville, Mothibistad (Number of activities on
maintenance schedule implemented YTD / Number of activities on maintenance schedule)

116 - Number of roadblocks conducted

117 - Percentage of outstanding fines and warrant of arrest issued (number of outstanding fines and warrant
of arrest issued/number of outstanding fines and warrant of arrest/number of outstanding summons)

120 - Number of households in wards 1, 3 and 13 with access to minimum standard of refuse removal

129 - Number of audits conducted on outdoor advertising per annum

130 - Number of advertising structure database updated per annum

135 - Number of new community halls constructed

140 - Kilometres of tarred road resealed

142 - Kilometres gravel road graded

144 - Number of new households provided with access to basic level of sanitation

147 - Number of new households provided with basic level of water (communal taps within 200m of
household)

150 - Blue drop rating (only tested bi-annually)

Various indicators

The reported achievements of the indicators listed below were misstated, as the evidence
provided did not agree with the reported achievements as follows:
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Performance indicator Reported achievement | Audited value
116 - Number of roadblocks conducted 8 road blocks conducted 7 road blocks

conducted
123 - Number of clean-up campaigns held YTD 5 campaigns conducted 3 campaigns

conducted
125 - Number of criminal cases and security incident reports 1 security case reported | 6 security cases
submitted to council reported
138 - Percentage capital budget (excluding MIG) actually spent 84.80% 74.50%
on capital projects identified in financial year in terms of the IDP
141 - Square meters of roads patched on tarred roads 19200m2 36430m
143 - Km of access road surfaced/Paving 4.1 batlharos, 8.4km

4.6 km —maruping, 2.05
km Mandela drive

148 - Percentage of water losses 52% loss 65% loss
151 - Number of general sampling of affluent conducted at waste 10 11
water treatment plants
152 - Number of water quality samples at reticulation side taken 10 8

Various indicators

| was unable to obtain sufficient appropriate evidence for the indicators listed in the table below.
This was due to limitations 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 of the following

indicators:

Performance indicator

Reported achievement

minimum standard of refuse removal

114 - Implementation of maintenance schedule at sport grounds(Number | 100%
of activities on maintenance schedule implemented/ Number of activities

on maintenance schedule)

115 - Implementation of schedule at cemeteries - Kuruman, Wrenchville, | 100%
Mothibistad (Number of activities on maintenance schedule implemented

YTD / Number of activities on maintenance schedule.

117 - Percentage of outstanding fines and warrant of arrest issued 100%
(number of outstanding fines and warrant of arrest issued/number of

outstanding fines and warrant of arrest/number of outstanding summons)

119 - Number of kilolitres of septic tanks emptied YTD 15392.2KL
120 - Number of households in wards 1, 3 and 13 with access to 13443

122 - Number of waste awareness campaigns held YTD

1 campaign conducted

126 - Percentage of building contravention submitted for legal action
within 6 weeks from detection

100% (56 buildings contraventions
attended to within 6 weeks from
detection)

127 - Percentage of building plans applications assessed within 30
working days

100% (building plans assessed
within 30 days from receipt of
application and payment to
finalisation of assessment)
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Performance indicator

Reported achievement

128 - Percentage of building inspections conducted within 32 working
hours from time of booking of appointment

100% (18 building inspections
conducted within 32 working hours
from time of booking of
appointment)

129 - Number of audits conducted on outdoor advertising per annum

1 audit conducted
in outdoor advertising

132 - Percentage of minor electrical faults attended to within 24 working
hours from time of reporting

100% (all minor electricity faults
attended to within 24 working
hours from time of reporting)

133 - Percentage households (household within licensed area, excluding
informal settlement) with access to basic level of electricity

100% (household within licensed
area, excluding informal
settlement)

134 - Number of in-situ houses constructed

31

135 - Number of new community halls constructed

1 To start in the next financial
year. (1st quarter)

access to basic level sanitation

139 - Number residential sites developed 60
140 - Kilometres of tarred road resealed 1km
144 — Number of new households provided with access to provided with | 886

146 - Percentage of minor sanitation breakdown (pipe burst and
blockages) attended to and resolved within 24 working hours of reporting

100% (all minor sanitation
breakdown (pipe burst and
blockages) attended to and
resolved within 24 working hours
of reporting)

147 - Number of new households provided with basic level of water
(communal taps within 200m from households)

1282 HH Mapoteng 591,
Mokalamosesane 440,
Ditshoswaneng 251
(22874/26816=85%)

Indicator 145: Number of households provided with full water borne sewer

services

| was unable to obtain sufficient appropriate audit evidence for the reported achievement of the
indicator. This was due to a lack of technical indicator descriptions and proper performance
management systems and processes and formal standard operating procedures or
documented systems descriptions that predetermined how the achievement would be
measured, monitored and reported, as required by the FMPPI. | was unable to confirm that
the reported achievement of this indicator was reliable by alternative means. Consequently,
| was unable to determine whether any adjustments were required to the reported

achievement of 10 applications received.

Other matter

| draw attention to the matter below.
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Achievement of planned targets

Refer to the annual performance report on 229-257 for information on the achievement of
planned targets for the year. This information should be considered in the context of the
material findings on the usefulness and reliability of the reported performance information
in paragraphs 0-0 of this report.

Report on audit of compliance with legislation

Introduction and scope

In accordance with the PAA and the general notice issued in terms thereof | have a
responsibility to report material findings on the compliance of the municipality with specific
matters in key legislation. | performed procedures to identify findings but not to gather
evidence to express assurance.

The material findings on compliance with specific matters in key legislations are as follows:

Budgets

Reasonable steps were not taken to prevent unauthorised expenditure amounting to
R85 754 314, as disclosed in note 42 to the annual financial statements, in contravention
of section 62(1)(d) of the MFMA. The majority of the disclosed unauthorised expenditure
was caused by an inadequate budget process and expenditure management.

Annual financial statements and performance reports

The financial statements submitted for auditing were not prepared in all material respects in
accordance  with the requirements of section 122 of the MFMA.
Material misstatements of non-current assets, current assets, liabilities, revenue,
expenditure and disclosure items identified by the auditors in the submitted financial
statements were subsequently corrected, but the uncorrected material misstatements and
supporting records that could not be provided resulted in the financial statements receiving
a qualified audit opinion.

The annual performance report for the year under review did not include a comparison with the
previous financial year and measures taken to improve performance, as required by section
46 (1)(b) and (c) of the Municipal Systems Act.

Expenditure management

Money owed by the municipality was not always paid within 30 days as required by section
65(2)(e) of the MFMA.
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Effective steps were not taken to prevent irregular expenditure, as required by section 62(1)(d)
of the MFMA. The expenditure disclosed does not reflect the full extent of the irregular
expenditure incurred as indicated in the basis for qualification paragraph. The majority of
the disclosed irregular expenditure was caused by contravention of the supply chain
management (SCM) requirements.

Effective steps were not taken to prevent fruitless and wasteful expenditure amounting to
R2 646 932, as disclosed in note 43 to the annual financial statements, in contravention of
section 62(1) of the MFMA. The majority of the disclosed fruitless and wasteful expenditure
was caused by overdue accounts resulting in in interest and penalties.

Revenue management

An effective system of internal control for debtors and revenue was not in place, as required
by section 64(2)(f) of the MFMA.

Strategic planning and performance management

A performance management system was not established as required by section 38(a) of the
Municipal Systems Act and Municipal Planning and Performance Management Regulation
8.

Procurement and contract management

Some of the contracts were accepted from bidders whose tax matters had not been declared
by the South African Revenue Service to be in order, in contravention of SCM Regulation
43. Similar non-compliance was also reported in the prior year.

Some of the competitive bids were adjudication by a bid adjudication committee that was not
composed in accordance with SCM Regulation 29(2). Similar non-compliance was also
reported in the prior year.

The preference point system was not applied for some of the procurement of goods and
services above R30 000 as required by section 2(a) of the Preferential Procurement Policy
Framework Act. Similar non-compliance was also reported in the prior year.

Bid documentation for procurement of commodities designated for local content and
production, did not stipulate the minimum threshold for local production and content as
required by Preferential Procurement Regulation 9(1). Similar non-compliance was also
reported in the prior year.

Some of the contracts were extended or modified without the approval of a properly delegated
official, in contravention of SCM Regulation 5.
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Human resource management

Job descriptions were not established for all posts in which appointments were made, as
required by section 66(1)(b) of the Municipal Systems Act.

Asset management

An effective system of internal control for assets (including an asset register) was not in place,
as required by section 63(2)(c) of the MFMA.

Consequence management

Unauthorised expenditure incurred by the municipality was not investigated to determine
whether any person was liable for the expenditure, as required by section 32(2)(a) of the
MFMA.

Irregular expenditure and fruitless and wasteful expenditure incurred by the municipality were
not investigated to determine if any person is liable for the expenditure, as required by
section 32(2)(b) of the MFMA.

Allegations of financial misconduct against senior managers were not always tabled before
council, as required by Disciplinary Regulations for senior managers 5(2).

Allegations were not always investigated, as required by Disciplinary Regulations for senior
managers 5(3) and section 171(4) of MFMA.

Allegations of fraud and uttering a forged document which exceeded R100 000 were not
reported to the South African Police Service, as required by section 34(1) of the Prevention
and Combating of Corrupt Activities Act.

Other information

The accounting officer is responsible for the other information. The other information comprises
the information included in the annual report. The other information does not include the
financial statements, the auditor’s report thereon and those selected development priorities
presented in the annual performance report that have been specifically reported on in the
auditor’s report.

My opinion on the financial statements and findings on the reported performance information
and compliance with legislation do not cover the other information and | do not express an
audit opinion or any form of assurance conclusion thereon.

In connection with my audit, my responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial
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statements and the selected development priorities presented in the annual performance
report, or my knowledge obtained in the audit, or otherwise appears to be materially
misstated.

I did not receive the other information prior to the date of this auditor’s report. When | do receive
and read this information, if | conclude that there is a material misstatement therein, | am
required to communicate the matter to those charged with governance and request that the
other information be corrected. If the other information is not corrected, | may have to retract
this auditor’s report and re-issue an amended report as appropriate, however, if it is
corrected this will not be necessary.

Internal control deficiencies

| considered internal control relevant to my audit of the financial statements, reported
performance information and compliance with applicable legislation; however, my objective
was not to express any form of assurance thereon. The matters reported below are limited
to the significant internal control deficiencies that resulted in the basis for qualified opinion,
the findings on the performance report and the findings on compliance with legislation
included in this report.

The leadership did not exercise oversight responsibility regarding financial, performance
reporting and compliance and related internal controls. The leadership did not ensure that
there were processes to ensure reviews were implemented before submission of
information as material errors were detected in the financial statements, performance
reporting and non-compliance with laws and regulations and internal control deficiencies
were noted throughout the audit process.

The lack of decisive action to mitigate emerging risks, implement timely corrective measures
and address non-performance was evident by the failure of the leadership to adequately
address the external audit findings in a timely manner. The municipality failed to properly
analyse the control weaknesses and implement appropriate follow-up actions that
adequately addressed the root causes.

The leadership did not ensure that the municipality complied with applicable legislation.
Material findings on compliance legislation were raised in the year under review. The
municipality’s internal processes and systems did not prevent material non-compliance,
irregular, unauthorised as well as fruitless and wasteful expenditure from occurring.

The leadership compiled an action plan based on the audit report findings, however they did
not adequately monitor the existing action plan to ensure that corrective actions are taken
when required and within the required timeframes. This has resulted in similar prior year
material findings reoccurring in the current financial year.
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The leadership did not prepare regular, accurate and complete financial statements that were
supported and evidenced by reliable information. In addition, the collation of different
information from various units for incorporation to the financial statements and annual
performance report was not done timeously to allow for sufficient and adequate reviews,
this resulted in the material amendments to the financial statements.

The underlying systems and controls were inadequate to provide reliable and accurate
evidence to support the reporting on predetermined objectives. Senior management did not
perform an adequate review on the actual performance against predetermined objectives
reported. Therefore, a lack in sufficient appropriate evidence not obtained for indicators
disclosed.

The leadership did not ensure that a financial and risk unit is established. The municipality did
not identify risks relating to the achievement of financial and performance reporting
objectives. Consequently, controls were not developed to prevent, detect and correct
material misstatements in financial reporting and reporting on predetermined objectives.

The municipality used the shared internal audit service and audit committee provided.
Management did not implement recommendations made by internal audit identified in the
prior year resulted in repeat audit findings.

Kimberley
30 November 2017

~ W,
L NN

A UDITOR-GENERAL
SOUTH AFRICA

Audliting to build public confidence
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6.5 COMMENTS BY THE CFO

NON-COMPLIANCE ISSUES

REMEDIAL ACTION TAKEN

1. Budgets

Reasonable steps were not taken to prevent unauthorized
expenditure amounting to R85 754 314 in contravention of
MFMA Section 62(d) (1)

All matters relating to unauthorized, Irregular, Fruitless and
wasteful expenditure have been referred to a Council
Committee (MPAC) for investigation and for the Committee
to recommend appropriate action to Council in line with
Section 32 of the MFMA.

2. Expenditure Management

(1) Money owed by the municipality was not always paid
within 30 days as required by Section 65(2) () of the
MFMA

(ii) Effective steps were not taken to prevent irregular
Jfruitless and wasteful expenditure as required by Section
62(1)(d) of the MFMA.

Management is endeavoring on a debt collection plan to
recover monies owed by service consumers and rate
payers as this is the primary reason why suppliers are not
always paid on time. This has resulted in accounts owing in
excess of 90 days being handed over to a legal firm for
collection.

All matters relating to unauthorized, Irregular, Fruitless and
wasteful expenditure have been referred to a Council
Committee (MPAC) for investigation and for the Committee
to recommend appropriate action to Council in line with
Section 32 of the MFMA.

3. REVENUE MANAGEMENT

An effective system of internal controls for debtors
management was not in place as required by section 64
(2) (f) of the MFMA

Management is looking into overhauling the complete
revenue value chain that will encompass standard operating
procedures across all areas of debtors and revenue
management.

4. PROCUREMENT CONTRACT MANAGEMENT

(1) Some of the contracts were accepted from bidders
whose tax matters has not been declared by the South
African Revenue Services to be in order in contravention of
SCM regulation 8.

(1) Some of the bids were adjudicated by a Bid
Adjudication Committee that was not composed in
accordance with SCM regulation 29 (2).

(II1) The preference points system was not applied to
goods and services above R30 000 as required by Section
2(a) of the of the Preferential Procurement Policy
Framework Act.

Management has since implemented the utilization of a
Centralize Supplier Database that is linked to SARS
website. No order or payment is being made to a supplier
whose CSD reflects as Non-tax compliant unless in cases
were a valid tax clearance validate through a pin is
produced.

The Council SCM policy is being reviewed to define the
composition of all Bid Committees including Bid
Adjudication Committee. Given the size of the municipality it
is not practical to have all senior managers sitting in the Bid
Adjudication Committee, hence the SCM policy in under
review to align that.

Where such procurement was detected, these have been
listed as irregular expenditure and subject to a Council
Committee for investigation and some were listed as
deviations with valid reasons for such deviations.
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NON-COMPLIANCE ISSUES REMEDIAL ACTION TAKEN

These have been listed as irregular expenditure and
(IV) Bid documentation for procurement of commodities subjected to a Council Committee for investigation.
designated for local content and production did not Subsequent bid documents have been amended to include
stipulate the minimum threshold for local production and local content and production requires.

content as required by the PPPF Act regulation 9(1).
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GLOSSARY

Accessibility Explore whether the intended beneficiaries are able to access services or

indicators outputs.

Accountability Documents used by executive authorities to give “full and regular” reports on

documents the matters under their control to Parliament and provincial legislatures as
prescribed by the Constitution. This includes plans, budgets, in-year and
Annual Reports.

Activities The processes or actions that use a range of inputs to produce the desired

outputs and ultimately outcomes. In essence, activities describe "what we do”.

Adequacy indicators

The quantity of input or output relative to the need or demand.

Annual Report

A report to be prepared and submitted annually based on the regulations set
out in Section 121 of the Municipal Finance Management Act. Such a report
must include annual financial statements as submitted to and approved by the
Auditor-General.

Approved Budget The annual financial statements of a municipality as audited by the Auditor
General and approved by council or a provincial or national executive.

Baseline Current level of performance that a municipality aims to improve when setting
performance targets. The baseline relates to the level of performance
recorded in a year prior to the planning period.

Basic municipal | A municipal service that is necessary to ensure an acceptable and reasonable

service quality of life to citizens within that particular area. If not provided it may
endanger the public health and safety or the environment.

Budget year The financial year for which an annual budget is to be approved — means a

year ending on 30 June.

Cost indicators

The overall cost or expenditure of producing a specified quantity of outputs.

Distribution
indicators

The distribution of capacity to deliver services.

Financial Statements

Includes at least a statement of financial position, statement of financial
performance, cash-flow statement, notes to these statements and any other
statements that may be prescribed.

General Key | After consultation with MECs for local government, the Minister may prescribe
performance general key performance indicators that are appropriate and applicable to
indicators local government generally.

Impact The results of achieving specific outcomes, such as reducing poverty and

creating jobs.
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Inputs All the resources that contribute to the production and delivery of outputs.
Inputs are "what we use to do the work". They include finances, personnel,
equipment and buildings.

Integrated Set out municipal goals and development plans.

Development Plan
(IDP)

National Key
performance areas

» Service delivery & infrastructure

» Economic development

* Municipal transformation and institutional development
 Financial viability and management

» Good governance and community participation

Outcomes

The medium-term results for specific beneficiaries that are the consequence
of achieving specific outputs. Outcomes should relate clearly to an institution's
strategic goals and objectives set out in its plans. Outcomes are "what we
wish to achieve".

Outputs

The final products, or goods and services produced for delivery. Outputs may
be defined as "what we produce or deliver". An output is a concrete
achievement (i.e. a product such as a passport, an action such as a
presentation or immunization, or a service such as processing an application)
that contributes to the achievement of a Key Result Area.

Performance
Indicator

Indicators should be specified to measure performance in relation to input,
activities, outputs, outcomes and impacts. An indicator is a type of information
used to gauge the extent to

which an output has been achieved (policy developed, presentation delivered,
service rendered)

Performance
Information

Generic term for non-financial information about municipal services and
activities. Can also be used interchangeably with performance measure.

Performance
Standards:

The minimum acceptable level of performance or the level of performance that
is generally accepted. Standards are informed by legislative requirements and
service-level agreements. Performance standards are mutually agreed criteria
to describe how well work must be done in terms of quantity and/or quality and
timeliness, to clarify the outputs and related activities of a job by describing
what the required result should be. In this EPMDS performance standards are
divided into indicators and the time factor.

Performance
Targets:

The level of performance that municipalities and its employees strive to
achieve. Performance Targets relate to current baselines and express a
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specific level of performance that a municipality aims to achieve within a given
time period.

Service Delivery
Budget
Implementation Plan

Detailed plan approved by the mayor for implementing the municipality’s
delivery of services; including projections of the revenue collected and
operational and capital expenditure by vote for each month. Service delivery
targets and performance indicators must also be included.

Vote:

One of the main segments into which a budget of a municipality is divided for
appropriation of money for the different departments or functional areas of the
municipality. The Vote specifies the total amount that is appropriated for the
purpose of a specific department or functional area.

Section 1 of the MFMA defines a “vote” as:

a) one of the main segments into which a budget of a municipality is divided
for the appropriation of money for the different departments or functional areas
of the municipality; and

b) which specifies the total amount that is appropriated for the purposes of the
department or functional area concerned
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APPENDICES

APPENDIX A - WARD REPORTING

Functionality of Ward Committees

Ward Name Name of Ward Committee Number of monthly Number of monthly reports | Number of quarterly public

Councillor and elected established(Yes/No) | Committee meetings held submitted to Speakers ward meetings held during the
Ward committee during the year Office on time year
members

1 Clir WAS Aucamp No NONE NONE NONE

2 Clir BE Modise Yes 5 5 3

3 Clir LF Moagi Yes

4 Clir GN Mntuyedwa 4 3 3

5 Clir NG Disipi 4 3 3

6 Clir DT Mpata 2 2 1

7 Clir KR Makwati 2 2 1 1

8 Clir KB Madikiza Yes 5 5 4
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Functionality of Ward Committees

Ward Name Name of Ward Committee Number of monthly Number of monthly reports | Number of quarterly public

Councillor and elected established(Yes/No) | Committee meetings held submitted to Speakers ward meetings held during the
Ward committee during the year Office on time year
members

9 Clir BE Leserwane Yes 4 3 1

10 Clir T Yes 3 3 2
Tshetshemeserogwe

1" Clir KF Kanjeruba Yes 2 2 2

12 Clir NG Ngesi Yes 1 1 0

13 Clir BA Eiman Yes 4 4 3

14 Clir LN Makoke Yes 3 2 2
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Appendix B 1
Ward Title: Ward Name (Number)

Capital Projects: Seven Largest in 2016/2017 (Full List at Appendix O)

minimum service delivery

Total Households*

R' 000
No. Project Name and detail Start Date | End Date Total Value
12 Construction of Seven Miles Bulk water 2017/06/08 | 2018/04/30
ly phase 2
Supply phase 12400936
6 Mokalamosesane bulk water supply 2016/07/20 | 2017/05/12
19257272
1 Kuruman Bulk Water Reservoir Complex | 2013/09/04 | 2017/10/30
130000000
8&9 Maruping/Batlharos: External and Water | 2015/05/14 | 2016/11/11
distribution: Phase Two 49406360
7&2 Rural sanitatioin programme: Bankhara 2016/07/07 | 2017/07/13
Bodulong and Ward 7 87333876
8 &10 Vergenoeg-Batlharos: Upgrading of link 2015/09/03 | 2016/09/08
road to bituminous standardphase 2 18972296
8,9&10 | Vergenoeg-Maruping: Upgrading of link 2016/04/05 | 2017/07/20
road to bituminous standardphase 2 21185576
Appendix B 2
Basic Service Provision
Detail Water | Sanitation | Electricity | Refuse Housing
Households with minimum 26816 4568 26816 0
service delivery
Households without 2300 2000 2300 2300

Houses completed in year

Shortfall in Housing units

*Including informal settlements

APPENDIX C — MUNICIPAL ENTITY/ SERVICE PROVIDER PERFORMANCE SCHEDULE

Municipal Entity/Service Provider Performance Schedule

Name of Entity & Purpose (a) Service Indicators 2016/2017
Target Actual
ervice Targets *Previous Year
(i) (ii) (iii) (iv)
Zandile Management Services Debt collection 120000000 23033367
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litha Lelizwe Consulting Pty Ltd VAT recovery 11194795 11194795
Municipal Software (Munsoft) Financial system -121956 -121956
VIP Payroll system -1394695 -1394976

APPENDIX D: REVENUE COLLECTION PERFORMANCE BY VOTE AND BY SOURCE

Revenue Collection Performance by Vote

R' 000
2015/2016 Current: 2016/2017 2016/2017 Variance
Vote Description Actual Original Adjusted Actual Original Budget | Adjustments
Budget Budget Budget

Vote 1 - EXECUTIVE & COUNCIL 15483 826 14753 210 14753 210 14752 379 831.00 831.00
-357

Vote 2 - BUDGET & TREASURY 41356 313 48 009 393 48 367 833 48 367 140 747.00 693.00

251 51

Vote 3 - CORPORATE SERVICES 398 800 1405 222 1205 222 1154 188 034.00 034.00

9924 4779

Vote 4 - PLANNING & DEVELOPMENT 22995 658 27 951114 22 805 540 18 026 261 853.00 279.00

1 1

Vote 5 - HEALTH 35071 70 000 70000 58 193 807.00 807.00

Vote 6 - COMMUNITY & SOCIAL -143 100

SERVICES 1577 802 2745480 2989480 2889185 705.00 295.00

85 241

Vote 7 - PUBLIC SAFETY 7428 982 6 703 494 6 859 994 6618 022 472.00 972.00

12 431 3997

Vote 8 - WASTE WATER MANAGEMENT 33 264 061 38987 163 30 553 287 26 555 573 590.00 714.00

-4 379 116

Vote 9 - ROAD TRANSPORT 17 121 842 27 121 341 31617 184 31501 076 735.00 108.00

-18 992 516

Vote 10 - WATER 113 021 027 96 187362 | 115696778 | 115180 198 836.00 580.00

-195 2854

Vote 11 — Electricity 108 987 660 | 128880388 | 131930388 | 129075767 379.00 621.00

1844 1793

Vote 12 - WASTE MANAGEMENT 27 645 458 32 764 000 32713 000 30 919 025 975.00 975.00

43 86

Vote 13 - SPORTS & RECREATION 762 973 1030 924 1073 924 986 954 970.00 970.00

390 426 440 426 14

Total Revenue by Vote 079 609 636 084 525 552

TK1
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APPENDIX D: REVENUE COLLECTION PERFORMANCE BY SOURCE

R'000
2015/2016 2016/2017 2016/2017 Variance
Description Actual Original Adjustments Actual Original | Adjustments
Budget Budget Budget Budget
Property rates 31172 | 36980 36 880 36 250 2% 2%
Property rates - penalties &
collection charges -
Service Charges - electricity revenue | 65 351 84119 87 169 81376 -3% 7%
Service Charges - water revenue 15 654 17 957 18 021 17 473 -3% -3%
Service Charges - sanitation 21% 19%
revenue 11444 11833 12133 15 057
Service Charges - refuse revenue 73% 9010 9010 7921 -14% -14%
100% 100%
Service Charges - other - 218
-69% -107%
Rentals of facilities and equipment 1974 1239 1517 734
Interest earned - external -803% -519%
investments 1033 1590 1090 176
Interest earned - outstanding 1% 2%
debtors 5016 5268 5768 5902
Dividends received - -
Fines 2168 1304 1304 8417 85% 85%
Licences and permits 4 511 3056 3210 5051 39% 36%
Agency services 1984 1984
Transfers recognised - operational | 129 298 122 201 122 431 121 925 0% 0%
1% 12%
Other revenue 23900 22747 18 632 21280 ’ ’
Gains on disposal of PPE
Enviromental Proctection
Total Revenue (excluding capital 298 914 319 288 319 148 321781 0.77% 0.82%
transfers and contributions)
TK?2
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APPENDIX E: CAPITAL EXPENDITURE - NEW & UPGRADE/RENEWAL PROGRAMMES

Capital Expenditure - New Assets Programme*

R '000
Description
2015/2016 2016/2017 Planned Capital expenditure
Original | Adjustment Actual
BCTEL Bugget I;udget Expenditure s Ae A
Capital expenditure by Asset
Class
115 115 136
Infrastructure — Total 677 780 988 - - - -
Infrastructure: Road transport — 36 26 31
Total 453 860 356 - - - -
26 860
Roads, Pavements & Bridges 36 453 164 341 | 31356184
Storm water
Infrastructure: Electricity — 1 2
Total 500 - 000 - - - -
Generation
Transmission & Reticulation 1500 000 2000 000
Street Lighting
66 68 84
Infrastructure: Water - Total 692 900 769 - - - -
Dams & Reservoirs
Water purification
68 899
Reticulation 66 692 252 962 | 84768629
Infrastructure: Sanitation — 11 17 17
Total 032 520 520 - - - -
17 520
Reticulation 063 | 17520063
Sewerage purification 11031909
2 1
Infrastructure: Other - Total - 500 343 - - - -
Waste Management
Transportation
Gas
2500
Other 000 1343272
6 2
Community - Total - 541 500 - - - -

Parks & gardens
Sportsfields & stadia
Swimming pools
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Capital Expenditure - New Assets Programme*

R'000

Description

2015/2016

2016/2017

Planned Capital expenditure

Actual

Original
Budget

Adjustment
Budget

Actual
Expenditure

FY +1

FY+2

FY+3

Community halls

6 540
634

2500 000

Libraries

Recreational facilities
Fire, safety & emergency
Security and policing
Buses

Clinics

Museums & Art Galleries
Cemeteries

Social rental housing
Other

Capital expenditure by Asset
Class

Heritage assets - Total

Buildings
Other

Investment properties - Total

Housing development
Other

Other assets

General vehicles

Specialised vehicles

Plant & equipment

Computers - hardware/equipment
Furniture and other office
equipment

Abattoirs

Markets

Civic Land and Buildings

Other Buildings

Other Land

Surplus Assets - (Investment or
Inventory)

380

5
114

743

131102

3248 899

1600
000

400 000
80 000
3033
800

1600 000

400 000
80 000

2662 800
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Capital Expenditure - New Assets Programme*

R'000

Description

2015/2016

2016/2017

Planned Capital expenditure

Actual

Original
Budget

Adjustment
Budget

Actual
Expenditure

FY +1

FY+2

FY+3

Other

Agricultural assets

List sub-class

Biological assets
List sub-class

Intangibles

Computers - software &
programming

Other (list sub-class)

Total Capital Expenditure on
new assets

119
057

127
435

144
23

Specialised vehicles

Refuse

Fire
Conservancy
Ambulances

* Note: Information for this table may be sourced from MBRR (2009: Table SA34a)

TM.1

APPENDIX F — CAPITAL PROGRAMME BY PROJECT 2016/2017

Capital Programme by Project: 2016/2017

R' 000

Capital Project

Original
Budget

Adjustment
Budget

Actual

Variance
(Act - Adj)
%

Variance
(Act - OB)
%

Water
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Maruping/Batlharos: External and Water

distribution: Phase Two 6833838.00 | 6568 717.00 | 5206 723.00 26% 31%

Water Services Infrastructure 55800 000.00 | 55800 000.00 | 51849 719.54 -8% -8%

Sanitation/Sewerage

Rural Sanitation programme | 13594 209.00 | 16869 149.00 | 12779173.00 | -30% | 6%

Electricity

Moffat Substation | | 200000000 | 118106047 |  69% |  100%

Economic development

PMU | 250000000 | 200000000 | 108096700 |  -85% |  -131%

Sports, Arts & Culture

Library | 197800000 | 212100000 | 180051888 |  -18% |  -10%
TN
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APPENDIX G - 2016/2017 ANNUAL PERFORMANCE REPORT

ANNUAL PERFORMANCE REPORT
2016/2017 Financial Year

Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
Good Governance | KPI 1. Number of anti- | 1 2 nothing was done R 0.00 R 0.00 The anti-corruption A workshop was none
and Public corruption and fraud for the reporting policy was reviewed late, | conducted for new
Participation/ awareness sessions period measures were not put employees. I n the 1%
Increase held internally YTD in place to implement quarter of 2017/2018
Institutional systems to combat internal memos will be
capacity, corruption e.g. whistle- drafted to alert
efficiency and blowers, anti-fraud hot employees to
effectiveness/ lines. anonymously report
Anti-Corruption corruption and avail
suggestion box.
Good Governance | KPI 2. Number of Audit | 4 4 4 reports R 0.00 R 0.00 None none Audit
and Public committee reports committee
Participation/ submitted to Council reports
Increase YTD
Institutional KPI 3. Number of Audit | 4 4 8 meetings held R 0.00 R 0.00 None none attendance
capacity, committee meetings registers
efficiency and held successfully YTD
effectiveness/ KPI 4. Number of 6 6 8 meetings held R 0.00 R 0.00 None none attendance
Audit Committee Meetings held registers
regarding follow up on
AG report
Auditor General KPI 5. Number of Disclaimer 1 the municipality R 0.00 R 0.00 Lack of implementation In order to improve the Attendance
Unqualified Audit receive a of AGs action plan municipal audit outcome, | registers

Opinion received from
AG

disclaimer in
2015/2016 FY

there has been weekly
meetings every Friday to
address queries raised by
AG
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ANNUAL PERFORMANCE REPORT
2016/2017 Financial Year

Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE

Corporate Indicator Target Actual Budget Expenditure

Objectives Performance

Good Governance | KPI 6. Number of Final | 1 1 IDP approved by R 0.00 R 0.00 None none Council

and Public IDP approved by council resolution

Participation/ Council by end May

Increase

Institutional

capacity,

efficiency and

effectiveness/

Integrated

Development

Planning
KPI 7. Number of draft | 1 1 1 draft IDP tabled | R 0.00 R 0.00 Sector departments did To request the mayor to Council
IDP tabled to Council to council by end not submit their emphasize the resolution

Sﬁg%fa;/cernance by end March of march 2017 programmes in time as importance of submitting

Participation/ requested the programmes/projects

T—— by sector departments

Institutional and thg matter will also

capacity bg deviated to HODs of

efficiencgl - different sector

effectiveness/ - - departments

Integrated KPI 8. Numper of 13 13 13 wards in which | R 0.00 R 0.00 None none Attgndance

Development wards in which IDP / IDP / Budget road registers &

Planning Budget road shows shows conducted issues raised
conducted YTD by community

members

KPI 9. Number of IDP/ | 3 4 2 meetings held R 0.00 R 0.00 Unavailability of sector To conduct the 4th Qtr. Agenda,
Budget Representative departments and Rep Forum in the 1st Qtr. | Attendance
Forum Meetings held relevant stakeholders. of new FY registers &
YTD Minutes
KPI 10. Number of IDP | 1 1 IDP submitted to R 0.00 R 0.00 None none Proof of
documents submitted the MEC submission
to the MEC within 14
days of tabling and of
adoption by Council
KPI 11. Number of IDP | 1 4 2 meetings held R 0.00 R 0.00 The Management and To conduct the 4th Qtr. Agenda,
steering committee Mayor was committed to | Steering committee Attendance
meetings successfully other duties meeting in the first 1st registers &
held YTD Qtr. of the new FY Minutes
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE

Corporate Indicator Target Actual Budget Expenditure

Objectives Performance

Good Governance | KPI 12. Number of 1 1 1 internal audit R 0.00 R 0.00 None none copy of the

and Public annual Internal Audit plan developed approved

Participation/ plans developed and audit plan

Increase submitted to Audit

Institutional Committee for

capacity, approval YTD

efficiency and

effectiveness/

Internal Audit

Good Governance | KPI 13. The number of | 1 1 1 annual audit R 0.00 R 0.00 None none copy of the

and Public annual Audit committee and approved

Participation/ Committee and internal audit audit charter

Increase Internal Audit charters charter developed

Insttutonal | o Audt

capacity, :

efficiency and Committee for

Fracnanass approval by end of

€ > September

Internal Audit

Good Governance | KPI 14. Number of 1 1 2015/2016 Annual | R 0.00 R 0.00 None none Council

and Public Final Annual Reports Report approved resolution

Participation/ approved by Council by

Increase end March

Institutional KPI 15. Number of 1 1 1 annual R 0.00 R 0.00 None none Council

capacity, Draft Annual Reports reportable to resolution

efficiency and tabled to Council council

effectiveness/ KPI 16. Number of 1 1 Final SDBIP was R 0.00 R 0.00 None none Copy of the

Performance final SDBIP approved approved within approved
by the Mayor within 28 28 days after the SDBIP

Management days after the approval approval of the

System of budget and the IDP budget
KPI 17. Number of 1 1 2015/2016 Annual | R 0.00 R 0.00 The annual performance | to submit a complete Copy of the
Annual Performance performance report was incomplete. 2016/2017 section 46 annual
Reports submitted to report submitted It did not include MFMA report to AG performance
auditor general by end to AG by end of s46 (a) and (c) report
August YTD August 2016
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE

Corporate Indicator Target Actual Budget Expenditure

Objectives Performance
KPI 18. Number of 4 4 4 quarterly R 0.00 R 0.00 1st quarter assessment all quarterly performance | copy of
individual performance performance report was not reports to be conducted quarterly
assessments with assessments conducted in the next financial year | performance
Senior Managers conducted assessment
performed reports
KPI 19. Number of 5 5 5 performance R 0.00 R 0.00 None none copies of
Performance agreements performance
Agreements signed by received agreements
senior managers YTD
KPI 20. Number of 4 4 4 quarterly R 0.00 R 0.00 None none council
Quarterly Performance performance resolutions
Reports submitted to reports submitted

Good Governance Council YTD

. KPI 21. Number of 1 1 mid-year R 0.00 R 0.00 None none council

and Public Section 72 (mid-year performance resolution

Participation/ performance) reports report submitted

Increase submitted to MM by to council

Institutional 25th of January and to

capacity, Council by 31st

efficiency and January

effectiveness/ KPI 22. Number of 1 1 nothing was done | R 0.00 kR 0.00 The municipality did not | performance evaluation none

Performance Annual Evaluation for the reporting have a functional PMS of directors to be

Management conducted successfully period unit evaluated in October

System with senior managers 2017
for previous FY by end
June
KPI 23. Number of New 4 3 quarterly R 0.00 R 0.00 None none Internal Audit
quarterly performance performance Management
reports audited by reports submitted Letter
Internal Audit YTD to Internal Audit
KPI 24. Number of New 4 3 quarterly R 0.00 R 0.00 None none Internal Audit
quarterly performance performance Management
reports submitted to reports submitted Letter
Audit Committee YTD to the Audit

Committee
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
Good Governance | KPI 25. Number of Cannot Cannot 4 risk assessments | R 0.00 R 0.00 None none risk
and Public times risk assessments | determine determine conducted assessment
Participation/ are conducted YTD target target-to be reports
Increase reported only
Institutional
capacity,
efficiency and
effectiveness/
Risk Management
KPI 26. Number of 1 2 2 assets Operational R 0.00 none none Assets
assets verifications verification Verification
conducted conducted Report
KPI 27. Liquidity ratio 200% 200% nothing was done Operational R 0.00 challenges not indicated | corrective measures not none
(R- Value assets / R - for the reporting indicated
Value liabilities as %) period
KPI 28. Number of 12 12 12 assets Operational R 0.00 none none Asset
Financial Viability assets reconciliation reconciliations Reconciliation
and Management/ performed performed s Report
Asset KPI 29. Number of 2 2 2 reports of the Operational R 0.00 none none reports of the
Management progress reports on approved action approved
the approved action plan related to action plan
plan related to issues issues raised in related to
raised in the previous previous financial issues raised
audit report submitted year in previous
to council financial year
KPI 30. Number of 1 1 1 cash and Operational R 0.00 None none Council
Cash and investment investment policy Resolution
policy reviewed and approved by
approved by Council by council
the end of May
KPI 31. Number of 12 12 12 section 71 Operational R 0.00 None none Copies of
monthly (S71) reports reports section 71
submitted to the Mayor reports

and Provincial Treasury

233




ANNUAL PERFORMANCE REPORT
2016/2017 Financial Year

Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 32. Number of 1 1 Annual Financial Operational R 0.00 none none a copy of the
Annual Financial Statements annual
Statements submitted submitted to financial
to the Auditor General Auditor General Statement
on time (by end
August)
KPI 33. Number of 1 1 1 final budget Operational R 0.00 None none council
final budget submitted submitted to resolution
to Council for approval council
by end of May
KPI 34 Number of 1 1 1 adjustment Operational R 0.00 None none council
adjustment budget budget submitted resolution
submitted to Council to council
for approval by end
Financial Viability | -February _ _
and Management/ | KPI 35. Number of 1 1 1 draft budget Operational | R 0.00 None none council
Budget and draft budget tabled to submitted to resolution
financial reporting Council by end March council
KPI 36. Number of 4 4 3 section 52 Operational R 0.00 S52 for fourth quarter none council
quarterly performance submitted will be submitted to resolutions
and the budget reports August council
(S52) submitted to
Council
KPI 37. Number of 4 4 3 monthly financial | Operational R 0.00 The annual financial none Copies of
quarterly financial statement statements which monthly
statements prepared submitted include 4th quarter will financial
and submitted to Audit be submitted to audit statement
Committee committee on 15 August
2017.
KPI 38. Percentage 100% 150% 3841214/21 375 Operational R 0.00 none. none none

Cost coverage (R-value
all cash at a particular
time plus R-value
investments, divided
by the R-value monthly
fixed operating
expenditure)

302 x100=18%
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 39. Debt coverage | 100% 150% 412378066- Operational R 0.00 Will be calculated after none none
(total R-value 228055751/ the AFS are finalised.
operating revenue (19192514+19219
received minus R-value 88) -
Operating grants, (14667776+28190
divided by R-value 11)
debt service payments x100=184322315/
(i.e. interest + 3627715x100=508
redemption financial 1%
year)
KPI 40. Percentage of 100% 100% 100% Operational R 0.00 None none FMG report
FMG money spend M12
KPI 41. Percentage of 90% 95% 93% Operational R 0.00 The Municipality Debt collection is working | Payment
payments made within experienced negative with a team at National report
30 days of receipt by cash flow for 2016-17 Treasury to assist in
expenditure of invoices financial year and was collecting government
(inclusive of all unable to honor most of | debt. Invested grant
required supporting the payments in time. monies in order to gain
documentation and interest to assist with
approval of source expenditure. Weekly cut
. o off lists for defaulters.
Financial Viability Appointed attorneys in
and Management/ order to hand over old
Budget and debt.
financial reporting
KPI 42. Number of 14 14 11 external loans Operational R 0.00 Negative cash flow for All payments will be Vote for
External Loans paid 2016-17 financial year made on time during payments of
payments (interest and 2017-18 as the cash flow | DBSA Loans
redemption) due made will improve and interest
within the year payments KPI
42
KPI 43. Number of 12 12 10 payroll Operational R 0.00 Payroll for January and The bank assisted the Payroll reports

payroll payments made
in the year by the 25th
every month

payments made

February was paid on
the 26th due to change
of banks and server
problems

municipality to implement
one-day salaries to
ensure everyone gets
paid on the 25th and IT
installed Firefox for all
employees working on
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Corporate
Objectives

Key Performance
Indicator

Baseline

Annual
Target

2016/2017
Actual
Performance

Annual
Budget

YTD
Expenditure

Challenges

Corrective Measure

POE

the bank to avoid server
problems.

Financial Viability
and Management/
Expenditure Free
Basic Services

KPI 44. Number of
updated Indigent
register in place by
September

1 indigent register
updated

Operational

R 0.00

None

none

Emailed
Indigent
register

Financial Viability
and Management/
Expenditure Free
Basic Services

KPI 45. Percentage
(registered)
households earning
less than 3 900 (as per
indigent policy per
month with access to
free basic services

85%

90%

100%

Operational

R 0.00

None

none

Free Basic
Report KPI45

Financial Viability
and Management/
Revenue
Management

KPI 46. Number of
credit control and debt
collection policy to be
reviewed as part of the
budget process
annually

1 credit and debt
policy reviewed

Operational

R 0.00

None

none

POE not
indicated

KPI 47. Percentage
outstanding service
debtors to revenue (R-
value total outstanding
service debtors divided
by R-Value annual
revenue actually
received for services.)

30%

25%

nothing was done
for the reporting
period

Operational

R 0.00

Still waiting for S71 for
June to be finalised in
order to calculate.

Calculations to be
completed by the 1
quarter 2017/2018

none

KPI 48. Percentage
debtor’s collection rate
(as per NT circular
related to rations)

65%

70%

101%

Operational

R 0.00

None

none

Copy of the
Debtors
reconciliation

KPI 49. Number of
times that billings were
done by end of each
month and posted by
28th

12

12

12 billings done

Operational

R 0.00

none

none

Billing report
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 50. Number of 4 4 3 SCM reports Operational R 0.00 4th quarter report will none council
Financial Viability SCM reports submitted submitted to be submitted on August resolution
and Management/ | to Council council council
Supply Chain KPI 51. Percentage of 100% 100% 71% Operational R 0.00 Unavailability of Chairpersons of all SCM Adverts and
Management tenders adjudicated committee members committees will ensure Adjudication
within 90 days of that meetings are held. period report
closing of tender
KPI 52. Number of 1 1 1 database of Operational R 0.00 None none Advert
Financial Viability times the database of suppliers updated
and Management/ suppliers is updated
Supply Chain (official update when
Management advertised)
KPI 53. Number of 1 1 1 stock count Operational R 0.00 None None Copy of report
stock counts conducted conducted
KPPI 54. Number of 0 1 disability 1 disability Operational R 0.00 None None Attendance
disability awareness awareness awareness register,
campaigns held campaign held | campaign held
Governance and annually
Egrt‘)clilcci ation)/ KPI 55. Number of 3 3 (Men's 2 gender Operational | R 0.00 None Gender awareness Attendance
Cipatior gender awareness Month in July, | awareness campaigns to be held in register,
Special Projects campaigns held YTD Women's campaigns held the next financial year Program,
Month in Report
August, 16
days of
Activism in
November)
KPI 56. Number of New 1 (Elderly 2 campaigns held Operational R 0.00 None None attendance
aged campaigns held People Day registers
YTD October)
KPI 57. Number of 2 2 (Children’s nothing was done Operational R 0.00 Budgetary constraints Children campaigns to be | none
children campaigns Day, Mandela for the reporting and vacancy of the conducted in the next
held YTD International period Special Program financial year
Day) Coordinator.
KPI 58. Number of 1 1 8 - integrated Operational R 0.00 none none Attendance
annual integrated special projects register,

special projects programmed Program and
programmes developed report
developed and

published
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 59. Number of 0 1 1 Youth Council Operational R 0.00 None None Attendance
Youth Council Sittings Meeting held register &
Agenda
Governance and KPI 60. Number of New 4 3 - youth Operational R 0.00 Campaigns not held as 2 youth council activities | Attendance
Public youth campaigns held campaigns held indicated due to the to be held in July and register,
Participation/ YTD dysfunctional Youth August 2017 including report,
Special Projects Forum/Committee youth council induction. agenda,
photos
KPI 61. Number of 0 1 nothing was done Operational R 0.00 It was not inclusive of To be reviewed by none
communication for the reporting terms of reference for September 2017
strategies reviewed period the use of social media.
and approved annually
KPI 62. Number of 1 4 4 Internal Operational R 0.00 None None Internal
internal newsletters newsletters Newsletters
Good governance | issued and distributed
and public YTD
participation/ KPI 63. Number of 0 1 0 Operational R 0.00 Budgetary constraints External Newsletter to be | External
increase external newsletters issued by end of August Newsletters
institutional issued and distributed 2017
capacity, YTD
efficiency, and
effectivel_'les_s KPI 64. Number of 1 4 13 - Media Operational R 0.00 None None Copies of
communications media releases releases Media
published YTD Releases
KPI 65. Number of 12 12 12 documents Operational R 0.00 None None upload
required (By MFMA, published on the register
S75) documents municipal website
published on the
website
KPI 66. Number of 5 5 7 - Council Operational R 0.00 None None Council
Good governance | scheduled Council Meetings Agenda,
and public meetings held YTD Minutes,
participation/incre Attendance
ase institutional Register
capacity, KPI 67. Number of 5 5 9 Distribution List Operational R 0.00 None None Distribution
efficiency and times that Council List
effectiveness/cou | Agendas are

ncil secretariats

distributed within 72
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
hours prior to ordinary
Council meetings
KPI 68. Number of ICT | New 4 8 -ICT Assets Operational R 0.00 only two can be sent to 2 to be sent to council in | council
related policies, Management council during 4th the next financial year resolution
standards and Policy, Municipal quarter
guidelines reviewed Corporate
YTD Governance of
ICT, Back up
Gove;rnance and Policy and
Public Procedures, IT
Ip:gg:;zzt'on/ Data System
N Security Policy,
pEdTione Asset Protection
capa'qty, Policy, User
efficiency and Account
effectiveness/ IT Management
and support Policy, IT
Maintenance and
Support Tickets
KPI 69. Number of IT New 1 4 IT risk Operational R 0.00 None none risk register
risk assessments assessment
conducted YTD conducted
KPI 70. Percentage of 90% 100% 10 - 100% Operational R 0.00 None None Performance
service providers with Level
Governance and whom performance Agreements
Public level agreements have
Participation/ been signed
Increase KPI 71. Percentage of New 100%(all nothing was done | Operational R 0.00 Cash flow problems as a | Grants allocations will be | none
Institutional payments made to payments for the reporting result of non-payment of | reserved in the Call
capacity, Contractors are made to period services. Accounts, for the
efficiency and accompanied with contractors/ 2017/218 financial year.
effectiveness/ signed service level Service
Legal services agreements providers
should be

accompanied
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
with signed
SLA)
KPI 72. Number of by- | 0 6 15 - By-Laws Operational R 0.00 None None Municipal By-
laws reviewed, Laws
approved by Council,
public participation
Governance and concluded and
Public submitted for vetting
Participation/ and gazetting YTD
Increase KPI 73. Number of 0 2 nothing was done | Operational R 0.00 HR to assist Legal Budget for the training in | No POE
Institutional training sessions for the reporting section to train new financial year
capacity, conducted with people period employees
efficiency and working with contracts
effectiveness/ and the enforcement
Legal services of by-laws
KPI 74. Number of 30 100 8 - Stand sold Operational R 0.00 None None Agreement of
stands sold Purchase and
Quotations
KPI 75. The number of | New 100% (at all 39 100% (at all Operational R 0.00 None None Lease
Lease agreements times there times there must a agreements
signed YTD/ the must a signed | signed leased
number of leases YTD leased agreement with all
asa % agreement tenants)
with all
tenants)
Governance and KPI 76. Number of 1 1 nothing was done Operational R 0.00 Budgetary constraints target to be achieved in none

Public
Participation/
Increase
Institutional
capacity,

Mayoral Imbizo
conducted YTD

for the reporting
period

the next financial year
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
efficiency and
effectiveness/
public
participation
KPI 77. Number of 0 4 nothing was done | Operational R 0.00 We could not get the Legal & compliance none
Governance and - - . - . .
Public training sessions for the reporting department of provincial | manager will organise
ot conducted with all period Archive to conduct training once per quarter,
Participation/ ; s - ;
T sectl_or_m WIthIn the_ trainings. and ywll_ be cor!ducted by
D municipality regarding provincial archives office.
Institutional .
A Standard Operating
capacity,
- Procedures related to
cildae) e Records and Archives
effectiveness/Rec YTD
ords and achieved
Good and Public KPI 78. Number of 14 14 (Wards all 13 Wards having Operational R 0.00 Ward 1 has not Speaker to establish Minutes and
Participation/ functional ward 14 wards monthly meetings established Ward Ward Committee in Ward | attendance
Increase committees (monthly having with reports Committee 1 by next quarter registers
Institutional meetings with reports monthly
capacity, as well as quarterly meetings with
efficiency and public meetings and reports)
effectiveness/ reports)
Ward committees
KPI 80. Number of HR New 1 nothing was done Operational R 0.00 No draft HR Strategy A new draft HR Strategy No POE
Institutional Strategies reviewed for the reporting to be developed
Transformation and approved by period
and Council YTD
organisational KPI 81. Number of 1 1 Employment Operational | R 0.00 None None Acknowledge
Development/attr | gmployment Equity equity reports ment letters
act and develop Reports submitted to submitted to the from
human Department of Labour Department of Department
capital/Human by the end of October Labour of Labour
Resources
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 82. Number of Target Target cannot 1 Operational R 0.00 None None Appointment
people from cannot be be set as it letter
employment equity set as it depends on
groups employed in depends on appointments
the three highest levels | appointment | make- to be
of management in s make- to reported on
compliance with the be reported only
municipality's approved | on only
employment equity
plan
KPI 83. Number of 0 1 1 Operational non None none Assessment
competency Report for the
assessments CFO
conducted for Directors
Institutional in line with regulations
Transformation KPI 84. Number of 1 1 approved Operational R 0.00 None None Organogram
and organogram reviewed organogram and Council
organisational and aligned to resolution
Development/attr | institutional study and
act and develop approved by Council
human
capital/Human
Resources KPI 85. Number of HR 5 8 8 HR policies Operational R 0.00 None None HR Policies
policies reviewed and and Council
approved by Council resolution
YTD
Institutional KPI 86. Number of 4 4 4 LLF meetings Operational R 0.00 None None Agenda,
Transformation local labour forum held by June 2017 Attendance
and meetings held YTD registers &
organisational Minutes
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
Development/attr | KPI 87. Percentage of New 100% (All 100% (9 written Operational R 0.00 Postponement due to Parties must agree to Charge
act and develop disciplinary cases that disciplinary warnings and 2 unavailability of the more than 3 dates and sheets.
human were finalised cases to be charges) Chairperson the complete the hearing Attendance
capital/Labour interallied 90 working finalised prosecutor and the within 3 days. For other register,
Relations days from date of internally employee investigations to be scansion and
charge issued - this within 90 days representative’s due to referred to the security written
excludes cases referred from date of commitments. There is officer. warnings
to Bargaining Council charge issued only 1 official in the
or Labour Court - this excludes office and he is also
cases referred responsible for
to Bargaining bargaining cases
Council or
Labour Court
KPI 88. Percentage of New 100% (All 100% Operational R 0.00 investigation still in to speed up the Grievance
grievance cases grievance process. Still collating investigation process forms
finalised within 30 cases finalised information from
working days from within 30 witnesses. The
date of issuing working days investigator is still busy
grievances from issuing of with 2 other cases.
grievance)
Institutional
Transformation
and KPI 89. Number of 1 1 nothing was done Operational R 0.00 The disciplinary Once the negotiations are | none
organisational Training Sessions for the reporting procedure collective complete we will resume
Development/attr | conducted with HOD's, period agreement was declared | with the training
act and develop Line managers and null and void by the sessions.
human Supervisors regarding labour court. The parties
capital/Labour Disciplinary Procedures are presently negotiating
Relations and labour relation a new agreement
matters YTD
KPI 90. Number of 1 1 3 Inductions were | Operational R 0.00 None None Attendance
awareness sessions done register,
held with staff Programme,
members on code of Agenda and
conduct Gazette
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 91. Number of 1 1 1 OHS audits Operational R 0.00 No clear evidence due to | budget for new digital OHS Audits
Institutional OHS audits conducted lacking of digital camera | camera and transport
Transformation (identification of and transport for
and hazards and risks) inspections
organisational conducted annually
Development/attr
act and develop KPI 92. Number of 0 1 1 OHS action plan | Operational R 0.00 Audits repeating itself Maintenance OHS Action
human OHS action plans approved because of non- Plan
capital/Occupatio | (based upon the compliance
nal health and findings of the OHS
Safety Audit) developed and
approved by Council
Institutional KPI 93. Number of 1 1 1 training session Operational R 0.00 | No Budget for Sirens irons and Reflector vests | Emergency
Transformation evacuation training conducted and Reflector vests for for marshals Evacuation
and sessions conducted marshals drill
organisational with staff YTD
Development/attr
act and develop
human
capital/Occupatio
nal health and
Safety
KPI 94. Number of 37 37 4 officials Operational R 0.00 | Other officials and The trainings will be proof of
people (councillors and attending training Councillors could not structured to suit all registrations
officials) attending meet necessary officials and councillors
training requirements for qualifications.
Institutional admission in different
Transformation institutions.
and
organisational KPI 95. Percentage of 100% 100% 96.13% R121,800.00 | R117.090.53 Cash flow problems To be corrected Proof of
Development/attr | skills development expenditure
act and develop budget spend on
human training YTD
capital/Training KPI 96. Percentage 0.1% 0.1% 93.13% R121,800.00 | R117,090.53 Cash flow problems To be corrected Proof of
and development | mynicipality's expenditure

(operating) budget
actually spent on
implementing its
workplace skills plan
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 97. Number of 1 1 Works kills plan R121,800.00 | R117,090.53 None None Acknowledge
Workplace Skills Plans developed and ment letter,
developed and submitted to Council
submitted to the LGSETA resolution and
Department of Labour WSP
and LGSETA by end of
April
Local economic KPI 98. Number of Cannot Cannot 5311 Operational R 0.00 none none Added all 4
development visitors visiting The determine determine quarters in
EYE and Caravan Park | target- to be | target- to be order to
reported on reported on calculate the
only only Annual
Performance
KPI 99. Number of 1 2 5 collaboration Operational R 0.00 None None Aubrey Nyiko
collaboration agreements plans Business
agreements to align entered into Enterprise
mining and social Internship,
labour plans entered SMME
into Hubristic,
DRDLR & ARC
\ereall ceseiite KPI 100.Number of 4 6 7 marketing Operational R612,96 Lack of resource, no Travel/car allowance Attendance
development marketing events events held funds available, allocated to perform register,
initiated, attended and transportation to duties Invitations,
implemented events/meeting Proof of
financial
expenditure,
reports,
pamphlets,
Poster of arts
expo
KPI 101.Number of 0 1 1 feasibility study Operational R 0.00 No allocated funds to Source funding more JTGDM
feasibility study conducted compile own feasibility tourism development Tourism
(business plan study or tourism plans Development
developed for tourism) business plan Strategy
presentation
from Grant
Thornton
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 102.Number of New 2(incentive 1 policy approved Operational R 0.00 there was a need to first | Develop an informal copy of policy
LED related policies policy SMME start with the informal trading by-law. State to
developed and Support trader’s by-law because be developed, we have
approved by Council policy) of the activity that ran prioritised informal
amok in town of the trading policy because of
regulation of the activity. | the urgency of the poly
KPI 103.Number of New 2 3 festivals and Operational R 0.00 None No available funds to Report,
festivals and Cultural cultural events contribute towards Invitation,
Events participated in events Newspaper,
article
KPI 104.Number of New 100% (All B&B | 100% Operational R 0.00 None none Accommodati
B&B's and Lodges and lodges on database,
registered on the registered on internal
database YTD/ Number database at all memorandum
of Rezoning times) , update form
applications B&B's and to be included
Lodges on town in database
planning register as %
KPI 105.Number of Cannot Cannot 81Events or Operational R 0.00 none none copies of
Events or Festivals determine determine Festivals Booked bookings
Booked in Municipal target — to target —to be | in Municipal Halls
Halls be reporter reporter on
Local economic on only only
development
KPI 106.Number of Cannot Cannot 20 bookings of Operational R 0.00 none none copy of
bookings of town hall determine determine town hall bookings
target — to target — to be
be reporter reporter on
on only only
KPI 107 Number of New 100% 12 (100%) Operational R 0.00 none none copies of
business licenses application
registered in the form

correct categories/
number of businesses
as %

246




ANNUAL PERFORMANCE REPORT
2016/2017 Financial Year

Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 108.Total Number New 12 9 Operational R 0.00 The target was not To provide tools of trade inspection
of small business achieved due to in the next financial year | reports
inspections unavailability of the tools
Local Economic | (Compliance i.e. of trade (car) for the
Development licenses, regulations activity because the area
and by-laws of execution is big with
Performed) different villages and
township.
Basic Service KPI 109.Number of fire | 6 4 4 fire preventions Operational R 0.00 none none pictures &
Delivery/ Improve | preventions awareness conducted program
community well- campaigns held
being/ Fire - - - -
Saniees _KPI 11(_).Number of fire | 3 8 8 inspections Operational R 0.00 none none fire report
inspections conducted conducted
YTD
Basic Service KPI 111.Number of 0 40 40 inspections Operational R 0.00 none none fire report
Delivery/ Improve | Disaster inspections conducted
community well- conducted YTD
being/ Disaster
Management
Basic Service KPI 112.Number of 9 9 8 libraries Operational R 0.00 Frenchville library was new library to be built in library report
. libraries that are operating burned by community 2017-2018 & pictures
Delivery/ Improve operating
Eommuplw We”' KPI 113.Number of 4 36 (1 38 library Operational R 0.00 library campaign not library campaigns to be pictures &
eing/ libraries ) . : : . ; .
library campaigns programme campaigns held since there is no held at wrench Ville high | attendance
(including holiday per library per | conducted library at wrench Ville school register
programmes) held YTD quarter)
Basic Service KPI 100% 100% 100% Operational R 0.00 financial constraints and monthly work

Delivery/ Improve
community well-
being/ parks,
sport grounds and
commonage

114.Implementation of
maintenance schedule
at sports grounds
(Number of activities
on maintenance
schedule implemented
/Number of activities
on maintenance
schedule

vandalism at sports
ground

plan
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Corporate
Objectives

Key Performance
Indicator

Baseline

Annual
Target

2016/2017
Actual
Performance

Annual
Budget

YTD
Expenditure

Challenges

Corrective Measure

POE

Basic Service
Delivery/ Improve
community well-
being/ law
enforcement

KPI
115.Implementation of
schedule at cemeteries
- Kuruman, Frenchville,
Mothibi tad. (Number
of activities on
maintenance schedule
implemented YTD

New

100%

100%

Operational

R 0.00

No TLB to dig grave

procurement of TLB

burial orders

Number of activities on
maintenance schedule

KPI 116.No of road
blocks conducted

8 road blocks
conducted

Operational

R 0.00

none

none

Traffic Report

KPI 117.Percentage of
outstanding fines and
warrant of arrest
issued (number of
outstanding fines and
warrant of arrest
issued/number of
outstanding fines and
warrant of
arrest/number of
outstanding summons

100%

100%

100%

Operational

R 0.00

section 56 book for
warrant of arrest
ordered

conducting road blocks
issuing warrant of arrest

Traffic Report

KPI 118.Number of
reports on activities of
the division sent to
Department of
Transport before 7th
day of every month

12

12

12 reports
compiled

Operational

R 0.00

none

none

Department
of Transport
Report

Basic Service
Delivery/promote
and enforce
acceptable

KPI 119.Number of
kilolitre of septic tanks
emptied YTD

2400 kI

2400 kI (600 kI
per quarter

15392.2 ki

Operational

R 0.00

none

none

cleansing &
waste
management
report

KPI 120.Number of
households in wards 1,
3 and 13 with access
to minimum standard
of refuse removal

12480

12480

13443

Operational

R 0.00

none

none

cleansing &
waste
management
report
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
environmental KPI 121.Number of 1 1 1IWMP approved Operational R 0.00 none none Council
practices /waste Integrated Waste by council Resolution
management Management Plans
reviewed and approved
by Council YTD
KPI 122.Number of 4 1 1campaign Operational R 0.00 none none Attendance
Basic Service waste awareness conducted register
Delivery/promote | campaigns held YTD
and enforce
Zﬁiierpot:r?::ntal KPI 123.Number of 4 1 5 campaigns Operational R 0.00 none none attgndance
practices fwaste clean-up campaigns conducted register
held YTD
management
KPI 124. Number of 4 1 1 risk assessment | Operational R 0.00 none none letter of
Security Risk conducted security
Assessment done awareness
Basic Service KPI 125 Number of 4 1 1 security case Operational | R 0.00 poor illumination and installation of digital picture on
Delivery/Security | Criminal cases and reported blurry cameras, surveillance cameras security
security incidents report,
reports submitted to (casino
council 28/06/2017)
KPI 126.Percentage of | 100% (all 100% (all 100% (56 N/A N/a Lack of transport to do Fix/purchase pool Contravention
building contravention building building buildings routine inspections vehicles notice served.
(submitted for legal contraventio | contraventions | contraventions Illegal logging
Basic Service action within 6 weeks ns attended attended to attended to within of tuckshops
Delivery/ Building | from detection) to within 6 within 6 weeks | 6 weeks from and shops.
Plan weeks from from detection) illegal erected
Administration detection) detection) buildings.
and Inspectorate Penalties for
deviating
from the
approved
plan.
Approved
requests.
Illegal fence.
Direct
contravention

of the zoning

249




ANNUAL PERFORMANCE REPORT
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
of the
property
KPI 127.Percentage of 100% (all 100% (all 100% (building N/A N/a Decline in building N/A Building plan
Building plans building building plans plans assessed activities resulting from register.
applications assessed plans assessed within 30 days economic downturn. Building plan
within 30 working days | assessed within 30 days | from receipt of circulation
within 30 from receipt of | application and form.
days from application payment to
receipt of and payment finalisation of
application to finalisation assessment)
and of
payment to assessment)
finalisation
of
assessment)
KPI 128.Percentage of | 100% (all 100% (all 100% (18 building | N/A N/a Lack of transport to do Fix/purchase pool Building
building inspections building building inspections building inspection vehicles inspection
conducted within 32 inspections inspections conducted within request
working hours from conducted conducted 32 working hours register and
time of booking of within 32 within 32 from time of Building
Basic Service appointment. working working hours | booking of inspection
Delivery/ Building hours from from time of appointment) conducted.
Plan time of booking of
Administration booking of appointment)
and Inspectorate appointment
)
KPI 129.Number of 1 audit per 1 per annum 1 audit conducted N/A N/a None None Illegal signage
audits conducted on annum in outdoor removal
outdoor advertising per advertising checklist and
annum storage sheet
KPI 130.Number of 1 database 1 database Advertising N/A N/a None None Illegal signage
advertising structure update per update per structure database removal
database updated per annum annum updated checklist and

annum

storage sheet
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ANNUAL PERFORMANCE REPORT
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 131.Percentage of | 3,6% Not more than | 22.80% Electrical N/A N/a Illegal connections and replacement and Data Sheset,
Electrical losses 17% electrical | loss bypassing, unmetered upgrading of electrical Levy report,
losses per premises ageing distribution system, CGI-Cell
annum infrastructure, municipal | Installation of check monthly
consumption not being meters at all Eskom management
properly monitored and meter reading points, data report
unaccounted for, street ensuring that all and Eskom
lights not metered and conventional meters are accounts.
burning during daylight, correctly read and billed, | Copy of Public
no checks installed to preform audits on Notice Prepaid
confirm Eskom readings | prepaid and conventional | Meter Audit.
and Meters not correctly | metering system to
rad and billed. minimise bypassing and
Basic Service tempering, installation of
Delivery/Electricit meters on unmetered
y meters including street
filling, ensuring that all
municipal installation are
metred and billed.
KPI 132.Percentage of | 100% (all 100% (all 100% (all minor No split in N/a Material, Plant and adequate cash flow, Incident
minor electricity faults minor minor electricity faults budget equipment not available | dependable plant, register, audit
attended to within 24 electricity electricity attended to within | indicating immediately when equipment and material report and
working hours from faults faults 24 working hours minor faults required. available when required. installation
time of reporting attended to attended to from time of report
within 24 within 24 reporting)
working working hours
hours from from time of
time of reporting)
reporting)
KPI 133.Percentage 100% 100% 100% (household N/A N/a people require electricity Data Sheet,
households (household | (household (household within licensed connection as when they Levy report
within licensed area, within within licensed | area, excluding build.
excluding informal licensed area, informal
settlement) with area, excluding settlement)
access to basic level of | excluding informal
electricity informal settlement)
settlement)
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
Basic Service KPI 134.Number of in- | 26 161 31 R3 Million R3 Million Non-payment of claims Engagement with Housing
Delivery/ Human situ houses (Bankhara/Bod by Department of Department of Human Report and
Settlements constructed ulong 151, human settlement. Also Settlement proof of
Rural 10 units Struggling with payment to
- Gantatelang, beneficiary identification, contractors.
1 Ncweng, 5 difficult to obtain letters
Sloja, 3 of authority at court for
Gamopedi the changing of
beneficiaries.
Basic Service KPI 135.Number of 1 1 1 To start in the R 2 500 R 0.00 Delay with the Appointment was done, Contractor's
Delivery/Maintena | new community halls next financial year. | 000.00 appointment of the site hand over of the appointment
nce of Municipal constructed (1st quarter) Contractor - project was also done letter
Buildings procurement processes
Basic Service KPI 136.Number of 1 1 Fleet Management | N/A N/a difficult to review this none Policy, council
Delivery/Mechanic | fleet management Policy approved by F/Y as most the vehicles resolution and
al workshop policies reviewed and council are going to be Fleet
approved by Council auctioned. Proper time consolidated
per annum will be determined when report.
new fleet is available.
Basic Service KPI 137.Percentage of | 100% 100% 81% Certificates submitted Municipality must sort out | Expenditure
Delivery/Maintena | MIG money spend but not yet paid due to cashflow so that report,
nce of Municipal cashflow problem contractors can be paid. (summary of
Buildings R 51 521 invoice to be
000.00 R 41 744 673.27 submitted on
request)
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
Basic Service KPI 138.Percentage 100% 100% 84.8% of the total Certificates submitted Municipality must sort out | Expenditure
Delivery/Project Capital budget for the quarter but not yet paid due to cashflow so that report,
Management (excluding MIG actually cashflow problem contractors can be paid. (summary of
spent on capital invoice to be
projects identified submitted on
financial year in terms request)
of the IDP
R 69 967
149.00 R 51 683 074.82
Basic Service KPI 139.Number of 0 100 60 R 400 000 R 267 000.00 Funds were not The remaining sites will Annexures
Delivery/Project Residential sites sufficient to develop all be developed on the next
Management developed sites financial year.
KPI 140.Kilometres of 0 2km 1 km SLP money Mines slow in finalising MoU's to be finalised as Data sheet
tarred road resealed from the MoU's in order to release | soon as possible. and monthly
mines were funds reports and
utilised to monthly
acquire the schedule
materials programme
(repairs of
potholes and
realising of
road) and
annexures.
Tax invoice of
Plan hire
Basic Service service
Delivery/Roads provide and
and Storm water log sheet of
word done
KPI 141.Square meters | 4364m2 2500m2 19200m2 SLP money Mines slow in finalising MoU's to be finalised as Data sheet
of roads patched on from the MoU's in order to release | soon as possible.
tarred roads mines were funds
utilised to
acquire the
materials
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 142.Kilometres 4km 20km R 554 800.00 Inadequate funding and | Provide adequate funds Grader
gravel road graded No split in cash flow to attend to all | and cash floe Schedule and
8 KM budget gravel roads invoices.
indicating
the grader
Basic Service . _ _
Delivery/Roads KPI 143.Km of access 3km Ka 10.75km 4.1 batlharos,4.6 Project not compete - Revenue Collection Certificate of
and storm water road surfaced/Paving gung 1.2km km -maruping. Slow progress due to Practical
Magojaneng 2.05 km Mandela non-payment of the Completion,
1.8km drive R 31356 Contractor Access road
184.06 R 26 758 970.26 paved/surface
d report and
Certificate of
final
completion.
Basic Service KPI 144.Number of 1148 805 886 R 17 520 Project completed, non- none Happy letters,
Delivery/sanitatio | new households (Bathers (Ditdhoswaneng 063.38 R 14 792 615.48 | Payment of the Completion
n provided with access to | 450, 200, Magojaneng contractor certificate
basic level of sanitation | Maruping 193 & BANKHARA
300, Bodulong 493)
Mokalamose
sane 70 &
Gantatelang
328)
KPI 145.Number of 9234 Target cannot | 10 Applications No split in N/a connection done as and Application
households provided be set as it received budget when required by new forms
with full water borne depends on indicating houses built.
sewer services the minor faults
applications
received - to

be reported on
only
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 146.Percentage of | 100% (all 100% (all 100% (all minor No split in N/a Material, Plant and adequate cash flow, Incident
minor sanitation minor minor sanitation budget equipment not available | dependable plant, register and
breakdown (pipe burst | sanitation sanitation breakdown (pipe indicating immediately when equipment and material water section
and blockages) breakdown breakdown burst and minor faults required. Insufficient available when required. Programme.
attended to and (pipe burst (pipe burst blockages) cashflow
resolved within 24 and and attended to and
Basic Service working hours of blockages) blockages) resolved within 24
Delivery/sanitatio | reporting attended to attended to working hours of
n and resolved | and resolved reporting)
within 24 within 24
working working hours
hours of of reporting)
reporting)
Basic Service KPI 147.Number of 1529 1282 HH 1282 HH R 24 502 R 20 034 632.62 | Beneficiary list for None Beneficiary list
Delivery/Water new households Mapoteng 591, | Mapoteng 591, 002.45 Mokalamosesane will for
supply and provided with basic Mokalamosesa | Mokalamosesane only be reported 17/18 Ditshoswanen
maintenance level of water ne 440, 440, FY implementation due g and
(communal taps within Ditshoswanen | Ditshoswaneng to: The project was Mapoteng
200m from g 251 251 broken down into
households) (22874/26816 | (22874/26816=85 phases, only bulk supply
=85% % was implemented

16/17FY, reticulation,
standpipes and issuing
of token for beneficiaries
will be in 17/18FY
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 148.Percentage of | 44.60% Not more than | 52% loss N/A water loss due to pipe water loss can be Water loss
water losses 32% per burs, vandalism, water reduced by fixing all data and
annum theft from fire hydrants damaged pipe burst as water balance
or unmetered taps, soon as possible, sheet.
illegal water connection, | metering unmetered
tempering with water connection and taps,
meters, leaks from audits of all premises to
reservoirs and water identify bypasses and
tanks, Municipal tempered meters,
consumption not reading all meters
properly monitored and including municipal
Basic Service accounted for, Bulk meters and billing
Delivery/Sanitatio meters feeding the thereof, refurbish and
n system not installed or replace all ageing
functioning properly and | infrastructure. This can
ageing infrastructure. only be done provided
there is sufficient funds
and cash flow.
KPI 149.Percentage of | 100% (all 100% (all 100% (all No split in N/a Material, Plant and adequate cash flow, Incident
water breakdowns minor minor grievance cases budget equipment not available | dependable plant, register
(pipe burst, blockages sanitation sanitation finalised within 30 | indicating immediately when equipment and material
attended to and breakdown breakdown working days from | minor faults required. Insufficient available when required.
resolved within 24 (pipe burst (pipe burst issuing of cashflow
working hours of and and grievance)
reporting blockages) blockages)
Basic Services attended to attended to
Delivery/Water and resolved | and resolved
Supply and within 24 within 24
Maintenance working working hours
hours of of reporting)
reporting)
KPI 150.Blue drop 50% Assessment not N/A N/a No assessment done none None

rating (only tested bi-
annually)

yet done
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Key Performance Baseline Annual 2016/2017 Annual YTD Challenges Corrective Measure POE
Corporate Indicator Target Actual Budget Expenditure
Objectives Performance
KPI 151.Number of 12 12 10 R 80 900 R 73 997.40 Lack of transport A dedicated transport to Lab Results
general sampling of (vehicle was not road be availed for this
Basic Service effluent conducted at worthy). That's why we excursive.
Delivery/Water | waste water treatment could not take all the
quality plants samples for all the
months. Inadequate
funding to pay the
service provider
KPI 152.Number of 12 12 10 R 151672,35 | R 120 401.10 Lack of transport A dedicated transport to Lab Results
water quality samples (vehicle was not road be availed for this
at reticulation side worthy). That's why we excursive.
taken could not take all the
samples for all the
months. Inadequate
funding to pay the
service provider
local Economic KPI 153.Number of 200 200 200 N/A N/a None attendance
Development/ jobs created through register.

Local Economic
Development

municipal projects
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Ga Segonyana Local Municipality

Annual Financial Statements for the year ended 30 June 2017
General Information

Legal form of entity

Nature of business and principal activitiee  Providing senvices 1o tha commun ity of Ga Sagonyana

Mayoral committee
Meyor T.G. Anthony 1 July 20186 to 22 August 2017
N.G Mageqela Appainted 23 August 2018
Councillors Name Councillor - 1 July 2016t0 22 Nameo
August 2018
TE Wayers [Spesker| v T.E. Meyers (Speater
E.B. Modisz v GO Assegaai
K.A Keikabile v L C. Mosaki
F P Byleveld v E.E, Modise
K R. Makwat v L. Moagi
NG, Disipd v GN. Mriuyedva
1B, Wadikiza v N.G Diggi
BA Moflatsi v D.T. Mpata
N.G, Morogong v K.R. Makvrat
L.C. Rapelang v K.B. Madikiza Selepa
N.S. Bloem v EH Leserwa
P.Q. Mogalle v I. Tshetshemasarogwe
N.G, Thupaemang v K.F. Kanjeruoz
LS. Mobngwe v N G, Noasi
S.M. Ryan v B.A Elman
WM.J. Polkela v LN, Makake
T H. Lekgetho v N.G. Thusemang
M. Leberegans v O D, Mathibe
RUK, Molelekue v L.R. Nelson
MAP. Brink v WA.S. Auwcamp
M., Dichabs v O.A Lesarwang
5.C Aszsagaal v M Disang
WM.G. Reetsang
W.P. Galebee
KH. Chwau
SN, Bloem
Accounting Officer E. Ntefang
Chief Financa Officer (CFO) K Knoahene (1 June 2014 to 31 January 2015 - Resligned)
T Jarvis (Acting from 1 Fetruary 2018 ta 31 July 201§)
D. Setlohe (Ading from 01 August 20796 1o 31 Januay 2C17)
T. Jaras (Acting from 01 February Z017 10 37 May 2017}
K. Noke from (01 June 2017 10 curient)
Registered office Gomer Voortrekker and School Strest

Business addrass

Foetal addross

Kurunan

Gamer Voortrekhe r and Schos! Strest
Kuruman

Privass Bag X 1522
Kuruman
£460
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oy the Municipal Stucturas Act {4ct No. 117 of 195E)

Appointed on
23 August 2016
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Ga Segonyana Local Municipality
Annual Financial Statements for the year ended 30 June 2017

General Information

Bankers ABSA
FNB
Auditors Auvator Ganeral (Soutn Africs)
Jurisdiction The Ca-Segoryana Local Muncipa Bu incudes the following areas:

Kuruman, Bankhara, Mctnibistad, Magojsnang, Obama HIf
Dighogwansng, Mapoteng, S=oding, Mokslameessane, Gamepedi,
Newena Galolelo Pisthos Sloja, Lokalkena, Gzelboom, Sedibang,
Hatharos, Gasehubrne Garuzle, Gasanclan, Marupng. Verganoeg,
Kagung, Lohatihg, Seven Mikes. Mokalamesasane, Thamoyanche,
Wrenchwville, Promise Land and Thull Madorse s

Ralevant Legislation Constiivtion of the Repub G ¢f South Atrica (At No, 108 of 1995)
M icipal Finance [danagement Act (Act 56 of 2003)
Drision of Revenue Act
The Income Tax Act (Act No. 58 of 16G2)
Value Added Tax Act (Act No, 117 of 1068)
Muricipal Structuras Act (Act No. 32 of 2000
Water Servica Act (Act No. 108 of 1837)
Housing Act [Act No. 107 of 1997)
Municined Property Rates Act (AcT No. 6 of 2004)
Ekclidty A [ACENo, 41 of 1987
Skills Development Levies Act (Acl No, & of 1529)
Employment Equity Act [Act No. 55 of 1558)
Unemploymmt Insurance Act (Act No. 30 of 1966)
Basic Conditons of Employmant Act (Act No, 75 of 1937)
Municipal System Amendment Act (Act No. 7 of 2011)
Municipel Plenning and Performance Mnagament Ragulatons
Municipal Supely Chain Mansgement Reculatons
Municipal Collective Agreements
Municipal Budget and Repaxting Regulations
MPMA Circulars and Regulations
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The reports and statemenis sef out below comprse the arnual finencial Slatements presemsd 10 the provincial legislsturs:

Index Page
Accourding Officar's Rescens biliies and Approval -
Audit Commitea Report 5-4
Stetement of Financial Poaition T
Stztement of Financial Performancs a
Statement of Changse n Net Assate )
Cash Fisw Stetement 10
Statement of Comparisen of Budget and Actual Amounts 11-14
Accounting Pelicies 15-35
Notes t3 the Annual Fimancial Statements 36-71
Abbreyiations

ACIP Acsekerated Community Infrastruciue Program

ASB Accounting Standards Beard

085A Development Bank of South Africa

DME Department of Minerals and Ensgy Grant

g0 o Department of Water Affairs

EPVP Expanded Publc Yuorks

FMG Financ el Management Orant

GRAP Generdly Recognisad Accountihg Practice

NFRMA WMuncipal Finance Manragament Act (Act 56 of 2003)

MIG Munipel Inirastructure Grant {Prevously CMIF)

NWIG Muncipal Watse Infrastiuciure Grant

WSIG Water Sendcea Infraginictura Grant

PAYE Pay As You Eam

RHIG Rural Housing Infrastroctu e Grant

SARS Seuth African Revenue Serviczs

S0 Sxllis Developmant Levies

UIF Unemployment [nsurancs Fund
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Ga Segonyana Local Municipality
Annual Financial Stata ments for the year ended 30 June 2017

Accounting Officer's Responsibilities and Approval

The Actounting OfMicer (s required by the Munic pal Finance Managament Act (At 54 of 2002}, to maintain adequate accounting
rocords and = responsible for the conlent and integnty of the arnual fAnancial sistemants and related financial mfermation
includad in tha repart. It is the reaponsibiliy of the Accountng Officar to ensura that tha annusl financial statemants Taity
presart tha state of affairs of the municipality as at the end of the financia year and the resuls of its operstions and cash fiows
for the vear then sndad. The sxternal suditors #re =ngaged o sxpress an independent opinion on the Annuel Fnancial
Statements and wara piven unrastricied acesss to all inandial recoras and related deta

The Annua Financal Steaments have been prepared in acoordance with Standacds of Generally Recognised Accounbng
Practice (GRAP) including any inerpretatiana. guidelines and airectives issusd oy the Accaunting Standards Board.

The Annual Fnandal Statzments are bassd upon appreprate accounbng polices consitently appled and supparted by
reasonabie and prodant jud gemeants and estimates.

The Accounting Officer ackrowlsdges that he 12 ultmately responsible for the systam of intemal fnandal contral astabianed by
the municipality and places cansiderania impatance on maintaning a strong control amdronment. To anabla the Accounting
Cfficsr 10 ma2! thess responsiities, tha Accounting Oficer sels standards Yor intzrmal contrel &med at reducing the risk of
sror or defict n a cost effecive manner. The slandards indude the proper delegab on of responsibiibes within a ciearty defined
framewiork, efiective accounting procsdures and 2dequate segregatich of duties to ensura an acceptable kevel of risk. These
concrola ars menitared throughout the municipaity and all ermrgloyees &6 required 1o maimain the highast ethical standards in
ersuring the munidpality's business is conduciad in a manner that 1 all reasonable cirourstancas is above repmach. Tre facus
of re4 manegement in the municipaidy is on dentdying, azaassing, managing and monitering 28 kndwn forms of na« ecross the
muncipalty, While operating riek cannot e fully simnatsc. the municipality endesvours o minimise i by ensurng that
aperoon st Infrastucture. controle, systems and ethrcal Dehaviour are applisd and managed within predeterminsd procadues
ard constrants,

The Accaunting Officer is of the opinion. based on the infarmatien and explanations gven by management, that the system of
iremal contml provides reasonable assurance that te firancial records may be raelizd on for the praparation of the Annual
Financinl Stetemaents. Howaver, any syslem of internal financial contrad can provide only reascnable, and et absolse
assuranca against maten sl misstaterment or caficit

The Accaunting Officar has reviewad the muricipality's cash Tow ferecast for the year to 30 June 2018 and. in the light of this
r2view and 1he current financial positicn, he is salisfiad {hat the municipaity has adequste resourcss o cantnuve in oparabinnal
axstence for the foreseasble future.

Although the Accounting Cfficer s primarily responsibie for the frandal affairs of the municpality, the annual fnancal
statenents are supported by tha municipality’s exterral suditors,

The extsinal sudiors are responsicke for independenily ravievang snd repaxting on the municpaldy's Amusl Financial
Statemants. The Amual FInanelal Stetaments have basn examined by tha munizcpality's external auditors and thair repert g
ssparaily presented,

Tne Arnual Firancial Statements set out an pages 7to 74, which hava baen preparsd on the pong cONG3m Dass, wee
approved by the Acoouming OfMicer on 22 Auaust 2017,

aybeen & ¢187g8 N leadership of the muncipal fy durng the financlal year and subzaquent to year end. Thare &G raw
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Ga Segonyana Local Municipality

Annual Financial Statements for the year ended 30 June 2017

Audit Committee Report

Wea are pleased to prasent our repart for the financal year endac 30 June 2017,

Audit committee members and attendance

The audit cornmittes congists of the mambere listed hereunder and should meat at loast 4 times par annum ag per I soproved
ierms of raferance. During the currert vear B mestings wees held,

Mamo of meamber Mum bar of meetings Motes

attenced
Mz L. Ohlzmini [Cheiperson Bold 4 wemr term appoinied as Chairperson
Mr 5. Bimekns 20fB 3 year tarm appoiniedd as mamaaer
Ir A. mgobar 40lB 3 year e appoiniedd as memioer
Mr F, Buye [Appointad November 201 6| 2B 3 year wrm appoiniedd as memoer
Mr R Tshimamola (Appointed Movemabar 2018y 4of 8 3 year farmn appoiniedd as member

Budit committee responsibiliby

The audit committas reporis that it has compled with itz resporaiblitize ariging from sestion 1858(2 3} of tha MFMA,

The gudit committee sleo reports that it hes sdepted approprizts farmal terms of refarensa ag 1s aucit committee charsr, has
reguatad its affairs in complance with this charter end has dizcherged ell 2 regpanzibiities a2 containad haresin

The committee haa performad the following key responeibles:

Adopted the audit and nek management charer and proposad approviad 1o coundil;

Reconfrm the aporopriateness of the intemal audis charter and methodology;

Recommendad the risk managemant siratsgy and policy to councl due to the slow mplementation thersof
allermative mechenisms were %llewed by the intemal audt manager and a risk register was coreidorsd and
recommendsd for 2pproval fo council;

Approved the intermal audit plan for the financial year and monitorad to tha implementation of tha plan,

Evalualed 1he findngs rased by internal and externzl audil and made recommendations on addressing those
maters;

Performed a review of finarcial information submitted te the committes and commented specifically en concams
raised basad on year-to-data infermation and accuracy of projections,

FRequestad management to reparting on pending litigation, peeeibie continganrt liabilities and significant nsks;
Regquestsd managemen! to address the perceived lack of discipling and called specific officiels to account for the
prograss on the zudit action plan,

Liased wih the Auditor-General on matters ralating 1o communication with thosa chargad with govsrnanca,

Tho offoctivenese of internal control

Tne system of controls should be designad to provide cost=fiective assurance thar assels are safeguardad liabilities and
working capital are eficienily managed ard compliznce with aporopnate laws and requiations achieved,

The follcwing issues are highlighted by the Audt and Performance Committee as points of concem:

Insufficient preventative cortrol measures and ineffective monitaring of conirols.

Non adherarce to policies and procacuras.

Repeet ntzmal audit findings (pa-ormance manegement and MFMA Compliance audit.
Rapaat exiemal audit findings

No conssquence managament and inaffectiva oversiaht siructures

Evaluation of annual financial etatemente

The audit committse has:

Reviewed and ciscussad the sudiad annual financia sletemants to ba inciuded in the Annual Report, with the
Auvditor-General and the Accourting Officer;

Reviewed the Auditor-Genaral of South Africa's managemant report and managemaent’'s respense thereto)

Reviewsd the entities compliance with legal and regulatory provisions,

Rewviewed significant adjustments resultng from tha audit.

The audit committee concur with and accept tha Auditor-General of South Africa's report on the Annual Financial Statements
end i3 of the cpinion that the sudited Annual Finarcial Ststaments should be accapted and read togather with the report of the
Auditcr-General of South Africa
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Internal audit

The Audit Committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks
pertinent to the municipality and its audits.

Auditor-General of South Africa

ittee has met with the Auditor-General of South Africa to ensure that there are no unresolved issues.

-

[ = = =

Whe Audit Committee
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Statement of Financial Position as at 30 June 2017

2017 2016
Restated®
Motefs) R R
Azacts
Surrent Assels
Inventories 3 BA0MB 213 A6 228 T84
Racelvabizs from non-exchanoe ransachions 4 24937 301 12 463 893
VAT receiable ] 22 025161 15998 0561
Receivables from exchange transactions G 20300108 20951 M2
Cash and cazh equivalents 7 SB0 123 5AZ 36T
121 2985 993 96175 807
MNonCurrant Assols
Imwestment proserty 2 & 91 100 G 651 100
Propary, plant and eguipment ] 1 172 367 255 1140 212 050
Intangikble azzsts 10 573 106 fR4 243
Heritaga assets bR | 1 655 Gdz 1 055 642
1183 657 103 1168 413 035
Total Assets 1308853098 1 254 580 842
Liabilities
Current Liabilities
Other firancial labiltes 17 G 658 473 4660 254
Finanoe leass cbligation 13 1597 114 1 278177
Payables from exchanoe transaslions 14 12 BTE Q1D 07 045 BRS
Consumear dapasils 15 4 202 435 A BEV TAY
Employee benefl chligatiors 16 1335 725 1155225
Unspent conclitienal granta and receipts 17 18 452 536 BB1 218
157 034 227 126 867 408
Mon-Current Liabilities
Othar linancizl liabilities 12 14 837 776 18152 514
Finance lease ooligation 13 2518 01 1921 b8
Employes beneft chligations 16 23424176 22977 T
Provisions 18 4 BY0 37T 5 BGD 554
45 7841 340 53 953188
Total Liabilities 202 515 56T 180 840 587
MNet Asscts 1107 037 620 1073 748 245
Reseres
Fevaluatizn rasenye 14 14 B35 415 15 185 229
Arcumulsted sumius 1082 202 414 1 058 542 346
TOTAL MET ASSETS 1107 037 629 1 072 748 246

265




Ga Segonyana Local Municipality

annual Financial Statemenis for the year ended 30 June 2047

Statement of Financial Position as at 30 June 2017

2017 20ME
Fastated*

Motefs) R R
REVENUE
Revenue from exchange transactions
Sale of stanss BB18 635 R 244 50T
Sanica charges 21 122759548 ST 845473
Renial of faclities n 18258 041 TI2OT2
Inferast on euistanding receivables 5ol 682 BO1E 314
Licancas ard pemits 5 050 505 4 510 550
Otner revenue 14 42 RAY i 730 092
Imerest on vestmenta 175 0 1033 338
Teotal revenue from exchango transactions 186 395105 124 144 147
Fevenue from non-oxchango transactionz
Taxation revenua
Froperty rat=s a2 3[R0 3 171633
Tranefer revenue
Government gramis and subsidies reslsed 24 225 220557 220453419
Public contributicns and donaticn: 25 8O0 L2 BT 634
Finae, posallics and foreds 9 T30 846 7 165 435
Total reverue from non-exchangs iransactions T2 T VI8 Ie20211M
Total revenue 0 429 312843 136 165 ITR
EXPENDITURE
Employee ralated costs 26 (103 870 213) (88 141 521)
Remunaration of councillors 27 {7 815287} {7 B37 627)
Depreciation and amartisation 28 (51 787 773} [4B473100)
Imparmant loss 29 (18 541 727} (14258 045)
Finahecs costs 30 (2 TB3 387)  (S4B06IT)
Froviions 1 (15370191} (12 BB2 097
Repairs ard mainignance 2 (16 857 311} (30 61D 2500
Buk purchaees i3 (HE 152230 (BB BIT 323)
Contracted sendoes 4 (B 4218500 (B 887819
Gengral expensas 35 (71120 522) (63004 &50)
Total expenditura (392 510 611} (365 070 042)
Operating surplus 36 702 232 21 085 238
Profitloss on disposal of azasts (020 B23) (16 451)
Actuarial gains 18 1 7 B 1 and 544

759 568 1851 B53

SURPLUS FOR THE YEAR 37 6502 200 72 9BT 128
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Cash Flow Statement

2017 2016
Restated*
Note(e) R R
CASH FLOWS FROM OFERATING ACTIVITIES
Recoipta
Sale of gocds snd servicas 1R0O5D 485 186 117 251
Granis FAS R0A BOT 240 53N GHY
Interest on investmeants 173 089 1033 33e
CHher receipls 15 861 814 2270184
411 TO7 110 4308 854 467
Payments
Emgloyees cosls {111 685 607} [105 770 145)
Othear payrnerts (183 094 300) (213 850 857)
Finance costs (2783387 (B 4B0 607
§310 545 2040 (325120 503)
Met cash flows from operating activities 34 101 162 906 114 833 B54
CASH FLOWS FROM INVESTING ACTIVITIES
Furchagss of propemny, plant 374 aquipment 2 (UCE 127 484) (115 252 782)
Froceeds from sale of property, plant 2and eguipment 2 2 9ze 467 1377 221
Purchass of infergibls assets i {420 200 1131 102)
Proceeds from sale of intangible asasts 10 138 526 -
FProcaeds from sale of loan recevables - 380 GGG
Mot cazh flows from investing activities (39 384 481) (116 616 294)
CASH FLOYYS FROM FINANCING ACTIVITIES
Movemsnt 1 othar finanzzl labilites [2 537 g19) {153 576)
Increazs N finance lazsed sssets 1215 960 1838122
Net cash flows from financing activities (1311 €59] 1 584 546
Mot increasefdecreasa) in cash and cash eguivalonis A57 756 (98 584)
Cazh and cazh aouivalants at the baginning of the year 532 367 20 &5
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 7 290 123 532 36T
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Statement of Comparison of Budget and Actual Amounts

Budget on Actual Basgis

Approved  Adjustments Final Budgel Bctual Difference Raference
budget amounts on  Betwsan final
comparakble  budget and
basis actual
R R R R R
STATENMENT OF FINAMCIAL PERFORMANCE
REVENUE
Revenue from exchangs
tranzactions
Sale of stands 1B000000 ([t o000QcD) 16 00C 000 E&I1EB28 (2381 365) 1
Service chargos 122 510 388 3413800 126331988 123750648 (3 5TI44E)
Fental of facilitiss 1 238 524 ZTE Q0 1516 524 1 926 041 402 317 2
Interz=t an aulstanding 5 265 000 800 000 5 76¢ 000 & a0 AE2 133 682
recevables
Licances and parmits 5040 369 iss500 5193 899 & 050 505 (142 294}
Oiber reveniz G747 371 (3470499 J 276 BI2 14 852 557 11 GBS 725 3
Intersst on investrents 1 520 000 (500 00 1 080 000 176 089 (913 301) 4
Tatal revenue from exchanga 1658 B0 GAZ (626 399) 188178 283 15g 385105 {1 TR 1TE)
transactions
Revenue from non-sxchange
transactions
Propaity 1etes 33 978 908 (100000) 36879808 262502313 (629 585)
Government grarts and 220522000 142397140 243919149 225228557 (17 690 592) g
sibsides r=alised
Public confribufiors and - - - £e9 022 696 022 [
donatens
Fines, Pendties and Forfaits 1303 500 = 1303 §00 4 739 546 8 436 24¢ 7
Total revenue from non- 257 806 408 14297 149 282102667 272917738 (¢ 184 819)
exchange transactions
Total revenue 426 6508 080 13671750 440 280 840 429312843 (10 967 947)
EXPENDITURE
Employze relatad costs (110535 217) 6802772 (103733 445) (103 570 213) (136 768) 8
Ramuneralion of councliors {7 470 831) |345000)  [T816831)  (7815287) 534 B
Depreciation and amortisation {12 846 219) - (19846 219) (54787 773) (31841554) 10
Imparmaent loss s = (18541727) (16541727) 1
Finance costs (7512 140) - [2612140) (2 783 29T) (251257) 12
Dedt Impaimment {536 944) - (636 944) (15370 191) (14833 247) 13
Repairs ad maintenancs (43936 248) 22203084 (217931€4) (qgngy34t) 3085883 14
Bulk purchases {74 556 747) - (74555747) (gg 152230) (21596483) 15
Contracisd sarvices (232421580) 12833510 (10587170)  jaq21950) 2165220 16
Ganeral expenses {31201650) (38575300) (TOT7T6960) (71180522 (413 572)
Total expenditure (314 077 676) 19200866 (3121867 610) (382610611) (80 483001)
Operating surplus 112 531 414 155691816 128 123 230 36702232 523800224
Gain on dispozal of assets 355 000 355 000 (920923]  (1275923) 17
Actuanal gains!losses - - 1720891 1720891 18
355 000 355 000 799 968 444 968
SURPLUS FOR THE YEAR 1125631 1414 15946 316 128478 230 37502200 (20 976 030)
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Bagis

Approved  Adjustments Final Budget Actual Difference Reference
budget amounts on botween final
comparable budget and
basis actual
R R R R R
Statement of Financial Position
Assets
Current Assets
Inventorizs 19182 484 - 19182484 53048212 33865728 19
Recalvables from non-axchange 11 504 380 (306 595; 11184 785 24 932 391 13737 596 20
transaciions
VAT recenvable - - - 22025181 22025151 21
Recelvahies rom exchange 81182519 (1oc00000) 51182619 20300105 (30 882 514) 22
transactions
Cach and cash equivaients 621 063 (333 407) 287 656 g0 123 702 457 23

92490556 {10643002) 81847554 121285983 39448430

Non-Curreni Assets

Investment proparty 1705 000 5256400 6 861100 G 561100 -
Property. plant and equpment 1 182 204 303 - 1182204 303 1 979 367 266 (2 837 047)
Intangibla asssts 313 880 225282 538 962 573 105 34143 24
Herilage assets 1850 000 - 1650 000 1 655642 5842
Loan raceivacles 250 000 (200 612) 49 383 - (49 388)
1186 122 983 5280770 1181403 753 1 188 557 103 (2 346 550)
Total Aszets 1278 613 639 (6362232)1273 251 307 1300853006 36 601789
Liabilities
Current Liabilities
Other financial ligbilities - - - 6866 473 6 566 473
Finance leasa obligaton 3076 154 . 3076154 4597 114 (1479 040) 25
Payahles from exchange 25 574 544 . 35674544 qp4m75941 B9 D01 3ET i}
transacticns
Consumar depasis 3341248 . 3341248 4202439 861 191 27
Emplyse berefit chligations . - - 1399725 1389728
Unsgent concitional arants and - - - 18402566 @ 18192566 28
racaipts
Provisong 1003 835 2 1003 935 - (10038938)
43 095 881 . 43095881 1657034228 113938 347
Non-Current Liabilities
Other thanclat lablilties 19 905 249 . 19906249 qzce77IE  (5230473)
Finance lease oblgation - - - 2819011 2818 011
Emploves benefit chligations - - = 23424476 23424176
Provisiona - 32833686 32838686 4870377 (27 968 309) 24
19906249 32538686 52744935 45781340  (6963595)
Total Liabilities €3 002 130 32838636 95840816 202816668 106974762
Net Assets 1215611409 (38200 318) 1 177 410491 1107037628 (70 372 963
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Statement of Comparison of Budget and Actual Amounts

Budget on Actrual Basis

approved  Adjustments Final Budgest Actual Difference Reference
budget amounts on  betwesn final
comparable  budget and
basis actial
R R R R R

MNel Assets
MNet Assets Atiibutable to
Dwners of Controlling Entity
Resarves
Ravaluation reserve - - - 14 B35 415 14 B3E 415 a0
Accumulsled surplus 125611409  (3BE0001E)1ITTAT0407 4097 202 113 (BB 208 37E)
Total Net Ascets 1 218 117 40% (38 200 91E) 1 1TT £10 491 1107 037 528 (70 372 961)
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved  Adjustments Final Budget Actual Difference Reference
budget amecunts on  betwoon final
comparable budgetand
basis actual
R R R R R

Cash Flow Statement
Cash flows from operating activitics
Receipts
Sale of coods and services 174239180  (1985089) 172274071 156915499 (15358 572)
Granis - Oparaing 228522000 14367 142 243919140 237558735 (6 362 354)
Injesest ncome 6 858 000 - 6 868 000 176089 (6858 000)

410619 180 12432080 423061220 384472284 (28578 9286)
Paymonts
Emgloyse costs (291 182 373) 1920055 (269262 307) . 2B9 262 307
Finanoe costs (2 512 140) - (2612 140) = 2512140

(293 684 513) 1920086 (291 774 447) - 201774 447

Net cash flows from operating 116 924 847 14352126 131276773 3944722984 263 196 521
activites

Cash flows from Investing activities

Purchasae of proparty, plantard (127 424 800) - {127 434 800} - 127 434 800
agquipmant

Procseds from sale of oreparty, - 355 000 355 000 - (355 000)
plant and equipment

Netcash flows from investing (127 434 800) 355000 (127 079 800) - 127 079 800
activities

Cash flews from financing activities
Repaymant ot borrewings (2 415 736} - (2415738) 3 2416 736

Net increasel(decrease) in cash (12 825 880% 14 707 126 1781237 254472294 392691067
and cash equivalants

Cash and cash equivalents at (12 8925 B889) 14707 126 1781237 394472294 392691057
the enad of tho yoar
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Accounting Policies

Presantation of Annual Financial Statements

The Annual Financial Statements hawe besn prepared in accocdance wih the Slandards of Generally Recognsed
Accounting Practice [GRAP), izsued by the Accounting Standsrce Boerd in sccordance with Secfion 122(3] of the
Municipal Finance Managsment Act [Act 56 of 2003

Theas annual financial sietements have been proparsd on an occrual basis of accounting and are in accordansa with
historical eost conventson & the baslks of messurement. ueless specified otherwise,

Aasets, abiities, revenues and expenses ware nob offset, excepl whers offsetirg is sitber required or parmitisd by a
Standard of GRAR,

& summary of the sigrificant accourting poleizs. which kave been conelstantly applied in the preparafion of these Annus|
Financial Statements, are discosed bafow,

These accourting policies are consistant with the pres ous penod.
Pregentation currency

These &nnual Financial Salemzsnts are presentad in South African Rand. which is the functional cursncy of the
municpslity. Al figures are rounded off 1o tha nearest Rand,

1.2 Going concarn a:sumpﬁnn

These annual nancial saements feve bean preparad besed on the expeciation thal the municipality will continug o
opersie as a going concern far 2t lasst the naxt 12 manths.

1.3 Significant judgements and sources of extimation uncertainty

In preparing the Annual Finendal Satements, management is required to make esfimabes and assumplions that affect tha
amounts reprasentsd in the Annual Financial Statamants and ralated declosuras, Use of availskls intormation and the
applicalion of judgement is inharant in the formation of estimates. Actual r=sulls i the future could diffor from these
astimates which may be material to the Snnusl Financlal Statemants . Signiflcant Judzements Inchice:

1.3.1 Trade receivabdles and allowance for doubtful debts

The municipality assesses ils trade receivables for impairment at the end of each regorting genod. In determining whethar
an imparent lces shoukd be racorded In surplus or daficlt, the municipality makes judgements as 0 whathar thee s
chservable data indicating 2 measurable decrease n the estimated future cash flows from a financial azest.

The impairment for trade recevables is caloulated on a portfolio basis, basad on historical loss ratios, adjusted for national
erd industry-specific conomic condiions and other indicators present at the renorting date that coralate with defaults on
the porifolio, On debtars, an imparment loss is racognised in surplus and dafick when thare Is objective evidenca thal tha
deblors are impaired. The impairment is messured &3 the difference betwasn the debtors carrying amount and the present
value of estimated futura cash flows clscountad at the effective interest rate, computed at initial recognition.

1.3.2 Allowance for slow moving, damaged and obsolete stock

An allowance for slock to wite slock dewn o the lower of coat o net realsabie value, Manazement have made estimetes
of 1he selling price and drect cost to sall on cartain inventory Kems. The wiie doan is inchided in the operation surplus
note.

1.3.3 Fair valus estimation

The 12ir valua of finansal Instruments that zre rot fraced in an active market (for examole, over-lhe couner cervatives) s
determined by usng valuaton fechniques. The municipality uses a varety of methods and makes azeumpteons thai are
based on mar<st condtons existing &t 1he end of each reporling pericd.,

The canying valus less impaimnent provision of frade receivables ard payables are assumed to approximale their fair
valuze
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1.3 Significant judgements and sources of estimation uncertainty (continued)
1.3.4 Impairment testing

The recoverable emounts of cashgenerating wits end individual essete have been determmed baszd an the highar of
value-in-us= calculztions and far valuse less costs to sell These cakulations require the use of astimales and
assurngtions. It is reazonaby possible that the ezsumptions may change which may then impact our gstmations and may
then rzquire a material adjusiment to the camying value of tangitle assels.

The muiicpalty reviews and fests the camying vale of asssts when events or changes in crcurmsiances suggest that the
carrying amount may not be recoverable, Assets are grouped at the |owest lkeusl dor which idenfifiable cash flows are
largely irdependeni of cash flowa of cthor asaste and liebiltiss. If thers are indications that impairmaent may have oocurrad,
esfimates ae peepared of expacted fulure cash flows jor each group of assets, Expecled futre cesh flons used to
daterming ths valus in use of tangible assets are Inhershtly uncertan and could maternally change over time. They are
significantly affacted by 8 rumber of factors includirg product on estimates, sungly demand and interest.

1.3.5 Provisions

Prevsions were raised and management detarminec an sstmata basad on the infermation avallsble. Addltional disclosure
of thase estimates of provisions are included in the nates @ the Amual Financial Statements.

Provisking are recognised when the municipalty has 2 present or constructive obligation as a result of past avents, it is
probabla that an cutflow of esources embodying econemiz benefils or service potsntial wil be required to setde the
otlgation and a relisble estmata can be made of tha chigation.

The best cetimate of the expanditure requirad to sattle the present obligatizcr is the amount that the municipaity waudd
rafionally pey to settle the obligstion at the reparting date o fo transfer it to a third party ai that time and ara determined by
the judgement of the municipaley, supplemantad by experiancs of simiar ransactions and. In saome. cases, reports from
independent exoerts. The evidence considered includes any addiional svidence providad by avents after the reporting
date. Uncertainties surrcunding the armount o be recognsed as a provison are dealt with by various means according to
the ercumsiances. YWhere tha provision baing measured moles a large populaton of tams the obligation s astrmated by
weighting all possible oulcomes by their assceiated probabilties.

Future avents that may affzct the amouni reguired to setils an obligaten are reflected in the amount of @ provision whers
thera ie sufficent objective evidence 1hat they wil occur Gains from the expected disposal of assets are not lzken into
sccount in measuring e crovision. Provsicns ars not racegnised for future ocaerating losses. The prasent odlgation under
&1 onerous contract is recognissd and measured as a prowision. An orerous contract © a contract in which the
Lnavekiabie costs of meeting the obligations unzer the contract exceed the economic bensfits axgected 10 be racsved
under it, The unaveidable costs under a confract refiect the leaat net ceat of exiting from the contract, which ie the lewer of
tha eost of fulfiling it anc any compensation or penallias arising from failura 1o fulfil it This unavoldable cost resulting from
the contract = the amount of the provision te be recegnisad,

Provisions are raviewad 2t reporting date and tha amount of a provisien IS the present value of the expenditure expected
be required to setfle the chligation. When the effect of dscounting is material, provisicns ars determined by disceunting tha
expeciad future cash flows that reflect current market assessments of the tima value of monay. Tha impact of the peciadic
unwinding of the diacourt 12 recognised in the Siatement of Financial Parformancs as a finance cost as it ocours.

1.3.6 Useful lives of assots
The municipality's managemen! delamines the estimated uselul lives and related depreciation charges for assats. This
estmate ie besed on public secior indusiry norm, Managemant will increasa the deprecistion chargs whara usoful Ives zra
less than previously estimated cseful lives.

The estimation of residusd vakies of assets is based cn maregement's judgemient 22 to whether the assets wil be sold or
used at tha snd of thalr useful lves and inwhat condition they will be at that fime
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13

Significant judgements and scurces of estimation uncertainty (continued)

1.3.7 Post retirement benefits

The present value of the post retirement obligation depends cn e nurber of factors that are cetermined on an actuarial
basis using a numbar of assumptions. The assumptions usad in determining the net cost (ncome) include the dscount
rate. Any changes in these assumptions will impact cn the carrying amount of post retrement obligations,

The muricpalty detormings the aporooriate ciscount rate at the end of aach year, This is the interest rate that should ba
uszd to detzrmine the present vale of estimaled future cash oulflows sxpecied lo be required 10 settle the pension
coligatons. In detemining the approcriate discount rats, the municipalty considers the interest rates of high-guality
corporate bonda that are denominatad in the curency in which the benefits will be paid. and that have tarms ‘o maturity
aparaximating the terms of the ralatas pansion fability.

Other kay assumnptons for penson obligations are besed an curent market conditions, Acditional informatien is dsclosed
in tha Nctas 0 the Annual Financal Statements,

The municipality cbtaing actuzrizl valuations of its Defired Berefit Plan Liabilities. The defined banefit abligaticns of the
municipalty thet were identified are Post-ratirament Health Banefit Obligations and Lorg-senvice Awards. The estimated
liabifties are recorded in accordarce with the requiremants of GRAP 25 Detzils of the |abilities and the key assumptions
made by the actuanes in estimating the lizbilities are providad in the relevant Netes to the Annua Financial Stataments,

1.3.8 Effoctive interest rate

Where Interest rates are not specfied in the fransactions handled by the municiplaity, particulary with respaat to firance
leases the municipality usad the prime intarast rate 1 ciscount futurs cash oNe.

1.3.9 Allowance for doubtful debts

n debtors, an impairmeni loss & recognised in surplus and deficit when there is ohieclive ewdence that the deblors ars
impairad,

The impairmert for frace recaivebles snd loans recaivadles s calculated Dased on the grazing of indwidual debtors
according to their payment history,  An accumuletion of arrsar balances is an indicator of debtor delinquency.  Such
debtors are provided for 2= they 2re considsred to be impaired due to uncertainty surounding the recoverability of the
outstanding emcuntz Debtors ara gradad on the followirg basia:

Grade A

Track recmivables are notimpained for cosiomens with accounts thal are nod in &maars.

Grade B

Custarmers with & payment history but weh balances cutstanding in excess of 50 days, the balance in axcess of S0 days i
impaired ir ful.

Grade C

Custamers withou? peyment histary are considersd to be delfguert and the cutstanding balances ars impairad in full

Govarnment debiors

Governmant 0eptors are notimpained as t1e govemment genarally nas a history of mesting s oblinations.

1.4 Investment property

1.4.1 Initial Recognition

Investment property iz property lard or buildings] keld 1o sam renfals o far capital sgpreciation
or bath, rather than o

[ ]

Lge n the preduction or supaly of gaocs or servicag, or
administralive purpos=s, or
sala in he ardinary course of operations.
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1.4 Investment property (continued)

Dumer-ooopiad progerdy is procerty hekd for usz in the production or supply of goods or senices,or for adminstative
pUPOSEs.

Invesiment property is recogrised as an asset when it is probable that the future economic bensfits or servics potential
that ere aseociated with the invastment propery will flaw to the muneigallty, and the cost or far value of the irvestmeant
property can be measured reliatly.

Invesiment properly is intially recognised at cost Transaction costs are included in the intial measwrement.

Where investment property is acquirsd through a non-exchangs transacticn, 1ts cost s its fair value as at tha date of
acuisgition

1.4.2 Subsequent Measurement

Subseguent to initial measurement invastment oroperty ia measured at fair valus in lina with the asset managamant policy
of tha municipalty on the municipal property rates Act cyce.

The fair value of irvestment propedy reflects market conditions at the reporting date,
& gein of l0ss ansing from a charge in farr value is induded n net surplus or deficit fer the pericd inwhich it arsee.
1.4.3 Derecognition

Investmen: property is derecognised on disposzl of when The investmant property Is permarently withdrawn from use and
no future economic benefits o service polential are expected from its dizpcesl

Gains or losses ariging from the retirement or disposal cf investrment property is the cifference betwean the net disposal
proceeds and foe carrying amount of the assat and is recognised in surplus or deficit in the period of retirement or dispozal,

Compensaton from third parfies ‘or investmeni property that was imeeired, lost or given up i3 recognised in surplus of
ceficitvhen tha compansation becomes recstvanie

1.5 Property, plant and equipment

Property, plart and souipment are tangible nen-cunrent assets {induding infrastruciure assets) that are held %or use in the
production o supply of goods or services rents 1o cthers, o for agministative purposes, and are expeclad to be used
during mere than one periad.

The coat of anitem of preperty. plant and egquipment is rocognisad as an assat when:

* il is probable that future economic bensfis or service poiential assocated with the item will flowr to ths
municipality; and

+  the cost of the item can be measured relebly.

Property, plant and equipment i intally measurad at coet.

The cost of an item of proparty, plant and agquipment is tha purechase prce 2nd ather costs zitritutable 1o oring the asset 1o
the location and condition necessary for it to be cepable of operating in the manner intended by management. Trace
discounts and rebates are deducted in arriving =t the cost

Where an asset is acquired through a non-exchange fransaclion, ifs cost is its fair value as at date of acquisifion.

\Where an item of procerty. lant and equicment is acauired in exchange for a mon-monetary asset or monetary assats, or a
combination of monatary and non-monatary assels, the assat acquired Is initially measured at fair value (the cost). If the
acquired itam's fair vaiue waa not determinable. ife deemed cost is the carrying amount of the assetis) given up.

When significant compenents of an Itam of proparty, plant and equipment hawve different useful lives, they are acoountsd
for 85 separate itams (major comcenentz) of property, plant and equipment,

Coats include costs incurrad inkally to acguire or constfruct an item of proparty. plant and equiement and costs incur=d

subseguenily to add to, replace parl of, or servics L 1T & replacement cost is recoanised in the cerrying amount of an item
of properly, piant and squipment, the camying amount of the rapiaced part is derscognised

275



Ga Segonyana Local Municipality

Annual Finanelal Statements fer the year ended 20 June 2M7

Accounting Policies

1.5 Property, plant and eguipment (continued)

The initial 2stimate of the costs of dismantling and removing the tem and restonng the sike on which if = |located 15 alse
inciided (0 tha oozt of propery, plant @nd equpment, where tha antity is abfigated o incur such expendiive. and where
the chligation erses s & resut of acauiing the asset or using if for purposes atier than the procucton of Fventenias.

Recoonition of ¢osta in the camying amount of an item of property, plent end equipment caases whan he iBm s in the
Ipzaticn and candition necessary for il to be capable of operating i the manner intended by managemant

Mejor inspection costs which are a condition of continuing usa of &n itom of property, plant and sauipmant and which mast
Lhe recagriticn crileria above are included as & replacemsant in the cost of the iem of property, plant and egquipment. Any
remamning inapection costs from the previous inspachon ara cerscagnoad.

Frapaty, plart and equpmant 15 camed 21 cost zes sccumulated dapraciation and any impairmant losses axoept for land
ard buildings which ars carmiad at revalued amount beirg the fair valus al the date of revaluation.

The usehul lives of items of proparty, plant and squipmant have baen asseeead a8 folowe:

[tem Avarago usoful life
Land Infinity
Furniture and fedurss 315 yearz
Infrestructure
- Sewer pumg stalion 1550 wears
- Golid wasts dzposal 30 years
- Elecliricity netwark 220 years
- LV natwark T0-50 paars
= Doslribtion network 2= 30 vears
- Bridges 30-E0 yaars
- Bulk supply E0-100 years
- MW nenwor 15-60 yezrs
= FRoad struciues 5B yoars
- Alrperl siructures 20-00 wears
- Caollecton and reteulstion network B0 yEare
- Borehole 2100 years
- Distribution raficulation natwars 580 pears
- Slorage 10-16 vears
- B0l 10-60 years
- Road traffic mansgement 10-40 years
= Wasle water eaiment 19-G0 years
- WEtar netwerk 20 years
- Water pipas 20 yaare
- WWater pump 5900 vears
Water storage 3-20 yaars
C-I:frl‘]"lun ity Assals
- Buikings 100 years
Clthur property, plant and equipment
FLeniduing ans aaLipmant A0 years
- Matar vehicles 6-16 years
- DOffice popipment 3-10 years
- Plant equicmant A-18 yeare
Office souipment =3 y=ara
Lan-.’erI 5lta Straight lina 1T years

The residual value and the vselll i and depredation method of each asset @8 reviened at the end of sach reporting
date, fthe expectstions diffar from previcus estimates, the charage is aceounted for as a change In sccounting astimate.

Feviewing the usahll ife, residusl walua and depreciation mathod of an asset on an annual basis does nat reguie 1He
municipality to amend the pravigus estimate urless expactations differ from the previous estimate,

Eacty part of an item of proparty, plent and eguipment with & coat that iz significant in relation to the total cost of the tem s
depreciated saparately.
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16 Property, plant and equipment {continued)

Tha depreciaticn charge for mach penod s recogrised n surplus or deficit

[tzns of property, plani and enuipment are derecognised when the exset is disposed of or when there are no further

acchomic bansfits or servioa cotantal expactad from the use of the asset

Tne gain or Ioss arising from ke derecognition of an item of property. glant and equpment is induded in surplus or deficit
en the itom is deraccgnised. The gain or loss arising from the daraccgniion of an ltem of propany, piant and equipment

wh

is dsterminzd as the differznce betireen the net disposa proceeds. if any, and the carmving amount of the item.

Reassesament of useful lives

Manegement reassaseed useiul lives of sll seests a6 ak year end and IS of 12 opinven that the uzeful lives spplied in the
fixed ass=t regisler ar= fai presentation of the condtions of the assets, Usefu lives of assets applied are reasonably in line

witl

h thair physical conditions and expaciad number of yaars ta be used

1.6 Site restoration and dismantling cost

1.7

The

runispality has an cbligation te dsmante. remove and restore ilems of progerty, plant and equipment. Such

obligations are raferred to as 'decemmissioning, restoration and similar liabillies’, The cost of a0 item of property, clant
and equipmesnt indudes the initial estmate of the cests of cismaniling end removing the tsm and restoring the siie on
whicn it is lecated, the obligation Tor which a municipality incurs ather when the item & acquired or as a consequence
of havirg used the tem during a particuler pariod for purpeses other than to produce invantorias dunng that pared.

|fthe related asset is measurad using tha cest model:

(&)
(bl
(e

suzject 1o (b)Y, changes in the lisbilty are addad to, or deducted from, the cost of the related asset in the curent
pariod:

if a decrease in tho liablity exce=cs the camyng amount of the asset the excess iz recogrised immaciately in
surptus or defeit; and

f the agustment results in an addition to the cost of an asset, the murvcicality considers whether this s an
indication that the naw carying amount of the asset may rot be fully recoverable. |f t is such an ndicaticn, the
asset is tested for mpaiment by estimating e racoversblz amount or racovarable service amaount, and any
impairment loss is recogised i accordance with the accouniing policy on impairment of cash-generating assets
andice impairmant of non<cash-generaling assets,

11 the relaled asset is measursd using the revaluation model

{al

changes in the liskility alier the ravaluation surglus or ceticlt previcusly recognised on that assat, so that

2 acecrsase in tha liabilty (subject to {b}) is credited to revaluation sumlus in nel assete. except thai i is
recegnisad (n surplus or aefict 10 the extent that it revsrses a revaluation deficit on the asset that was previously
recognized in surclus or deficit

2 an increass in the iability is recognised in surplus or deficit. except that il is debiied to the revaluation
surplus to the extent of ary credit balance existng in the ravaluation surplus in respact of that asset.

in the avent thal a decrease in the fablity sxceeds te carrvirg amount that woukd heve been recogrised had the
zsset bean carried under the cost modsl, the axcess IS recognised Immadiately in surplus or deficit, and

2 chenge in the lighility is an indication thai the asaet may have to ke revaluied in ordar to ensurs that the camying
amcunt doss not difer materially from that which would be determined using fair value &t the end of the reporbing
period. Any such revaluation & taken nte account in deterining the amounts 10 ce takan to surplus or deficit of
ret assets under (). If a revalustion is necassary. al assels of that class are revalued.

Intangible assets

Ana

A binding arrangemant cesenbes an arrangemant that confers simiar rights and oolgations on the parties 1o it as if it ware

sset s (dentifiable if it ether;

is separable, i.n is capable of being separeted or divided from an entity and sold, trensizmed, licenssd, rented or
exchangad, sitner indwidually or together with & related contract, [dantifiable assats or liabiliy, ragardless of
whether the entity intends %o co so; or

arses flom birding arangemants (including rghls from cantracts), regerdless of whathar thoss rghts &e
tranzferable or separable from the municipality or from other rignts and odligatons.

in the form of a contraci.
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1.7 Intangible aszets (continuad)

An intangicla assel is recagnised when

v it iz probable that the expectad future econamic benstis or sendse potantal tat are sttributable o the asset wil
flow te the municizelity; and

v tha gostor tar value of he asset can ha measured reliabhy.

Thz municipalty assesses the prooability of sxpecled future econcmic benefits or ssrvice poenlial wsing reasonabls end
suppartable assumptions that represent management's beet sstmats of the sat of eceramic condilans that wil ax st aver
the usefl life of tha assat.

ftz2m Average useful life
Cemputer softwars 310 5 years

Intzngibie azsete are deracognized:
= ondisposzal; or
. when no futura econamic tenellts or sanvice potential mre evpectsd from &= use or disposal.

Tra gain or loss ansing from the cerscognition of an inangible s==ets & inclded 0 surples o defict whan the assel is
derecognised [wiless the Standard of GRAF on leazas requirse cchanwize on a =ale and kesseback)

1.8 Heritage assets

Mmsets e resolress contiollad by an munizipality as @ result of past events &nd from which fulue economic benefils o
service potental are expecied to fiow ta the municipal ty.

Carrying ameunt iz the amount at which an asset is recognised sfer dzducting accumulated Impalment lossas,

Clazs of heritage asssts means & grouping of hariage 2ssels of a simiar nature o function in a municipality's operations
that iz shown as a single fem for the purpose of disclosure in the Annual Financial Sietements.

Cost ia the amaunt of cash or cazh aquivelarts paid of 1he Fair value of the oMer considaration given 10 scquirs an assat 2t
the time of its acyusition or sonatruction o, where apolicable, the amount attrbuted to that asset when initially recognised
in secerdanca wWilh the spacite requitemants of otnar Stantards of GRAR.

Herllage sssets ae assets thal have & colioal, snvironmantal, hisioncal, natural, scienbfic, Ecnelogical or aristic
signficence and are hald indafinitaly for the beneft of present and future generations.

1.8.1 Recognition

The municipality remngnis=s a haritage a2set as an asseif il & orobahiz that futue economic benefits ar service potertial
sesocigted with the aszat wil flow 1o tha municipality, and the cost or fair value of the assol can be messured raliably.

1.B.2 Initial measurament
Heritage assats are magsured al cost

Vihene a heritage asset = aoquired frough @ ron-sxchangs trensaction, its cost is measured at its fair value as at the dete
of acquision.,

1.8.3 Subsequent maasuremeant

&fter recognition 2s an asset a class of heritage asssts, whose fair value can be measwred reliably, is carred at a revalued
amsunt, baing ite fair value at the date of the rewalustion less any subsscuent IMpalrmant osses.

1.8.4 Impalement
The municipality assess its heriiape assets al each reporting dets to delerming whether there & an indication of

impalrment It any such Ingdicetien exets, the municpalty setimstes the recoverable amolnt o he recoverable senics
amount of tha hertage asset
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A financial liabilty is any hakdity 2t is a centractual celigation ta:
] deliver zash or another financial asset to another entity; or
" axchange financial assets or financial liabilites under conditions that 2re potentialy Unfavourabls to the entity

Interect rate rigk is the fisk tat the tair valve or Utura casn fiows of a financial mstrument will Nuciuate becauss of changes
in market interes rates,

Liguidity mek = the risk sncountarad by the eatty in the evert of difficulty in meeting ablgations sesociztad with Tnancal
lizhilitizs thai are seitked by delivering cash or another financizl asset.

Loans payabls are foancal labilbes, sher than shar-temm payablzs on normal credit tarmes.
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1.8 Heritapge ageete (continued)

1.8.5 Derecogn tion

The municipaily derscognizes hertage ssset on dispasal, or when ne fulure cconomic benefits or sendoe potential are

expachzd fram its ues of disposal

The gain of 285 arshg from the dereccgnilion of a beritage asset is included in surplus or defict when the item s

oarecognieed {unlees the Stendard of GRAP on leases mquras ctheansize on @ sale and lzasebatk).

1.9  Financkal Ingtru mente

A frzncizl imstrument is any contract that oives rize to a fnandal azset of the entity and a firancial liabilty or & residusl

intarast of ancther entity,

Credit risk = tha rigk that ong party 12 2 financial irstrument will cause a finzncid |oes for the ofher party by feiling fo

dischargs an obligaton.

Currancy righ is tha rigk that the fair value or future cazh fAlows of a financial ingtrumeant will fluctuate hacause of changZes in

foreign exchange rales.

Derecognifion is the removal of a previowsly recognized financial assst or financial lizbility from the municipalkty’s stetamant

of financial position.

A cerivalive is a fnandial Instirument ar olher contract with al thres of the Tolkwing charadenstics.

* |tz value changes in resporse 1o the changs \n 4 specified Interest rate, financial instrument price, commaodity prics,
forsign swchangs rale, index of pricss or rates, credif rating or credit index. or other varable, provided in the case of a

ren-financial varamis that the varakie (= not epacific to @ party o the contract {somefimes calied the underbing’),

« |t requires ma initial net investrent or an intal ast investment that is smaller than would ba raquirad for cther types of

comtracts that would be expecied to have a similar response 1o changes in market faclors,
= |t iz eatiled at & future date.

A financiak agsat is;
= cash,
. a residual intsrest of another entity; of
= acortraciual rict o
2 racaive cash or anotner financial asset from ancthar entity; or

2  ewchange finsncial ssssts or fnancial labities with ancther embity under condiions that ars potantialy

Fawsiirable o the entity,
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1.0 Financial instrumeonts (centinuad)

1.8.1 Clageification

The municizality has the fallowing types of insncial assels (clesses and calegory) as reflecied on the fage of the statement
of firaneigl poation ar in the notes therate:

Claas Calegory
Receiables from sxchange transactions Finamcia asset measwred at amorizsd cost
Trads and other receivables Financial asset measured at amartised cost
wAT receivables Financial assel measured at amortised ocost
Cash and cash equivalents Financial asset measured at fair value

The munizipalily has the fellowing types of financal liaciles [casses and category) as reflaciad on lhe face of the
statement of financal position or in the netes therefa:

Class Category
Payables from exchange transaciions Finangial lizhility massured st amortzed cost
Dirar linarcial lEbdities Firancial liabilty messured st amortised cost
Consurnsr ceposits Financial liability messured at amortised cost
Finance lsase ebligation Firancial lisbility messured &t amortised cosl
Ermgloyes benafit cbligation Financial lizgkiliey ressured &t =i valus

1.9.2 Initial recoegnition

Tha municipslry recoonizes 2 fnanclal asse: or A finanszl lability o ois Staement of Financial Fostion when the
munigizelty becames a party {o the contrachial previsions of the inatrurnent,

1.9.2 Initial measurgment of financial assote and financial liabilities

The munizipality mezsures a thancial 2seet and tinancal labiling inmislly at s fair value pos rareaction costs hat are
directly attibutabie to fhe acauisition or issua of the financial sazet er firanzial labiity.

The muricipality measuras a financial assst and financial liaciity imtialy at itz i@ valus.

1.2.4 SuBgaguont moasurement of financial aseets and finanecial liabllities
The muricipality measires all inandal assats and financial iahilities zftar iniial ecoanifion using the ollowing calegores:
- Finargial instinamartz al far value,

. Finarcia insiruments al smorlissd cost

Al fnarcisl assets measurad at amartsed cost, or cost, are subject o an impaiment revisw,
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1.9 Financial instruments {continued)

1.9.5 Fair valug measurement considerathbons

The best avidence of fair value is guated pricss m an active marke!. M he market for a fingncial instrument is not active, the
artity establizhes far velus by L=ing a velustion technigue. The objective ol Using 8 valuation technigue i5 to eslablish
wihai the brensaciion price would have B=en on the maasurement date in an arm’s length exchange motivated by normal
opersting considerations. Waluation echiques nolude wsing mcent amns length markel fransaclions  between
krnowledgeable, willing parties, if availablz, reference to the current far value of another netrument that & suostartally tha
sama, discounlzd cash Now anslysis and option pricng models. I there is & valuation technique commanly used by maket
participants to prica the instrumant ard thet tachriqus has besn demonstratod to provde reliable estimales of prces
cbfained in actual markst transactions. the municipality uses thai fschnigue. The chosen valustion lechnious makes
masimum use of market Inputs and relles as Il g possible on municpalty-specific inpuls. L incorparates all factors that
market particicants would consider in sefting 8 prce and = consistent with accepiad econemic mathodalogies for pricing
financisl nstruments, Pericdicaly, the municipality calibrates the valustion technique and tests if for validity usng prices
fram ary chearsakle current market transactiong in the sama irstremant (e without modificaton of repackaging) o based
onary avaizble chservable marke! data

The fair valus of & financial liabiity with a demand feature (2.0, & demard deposit) iz no leas than the amount payable on
cemand, discounted from the first date that the ameun) could De required to e paid.

1.8.6 Reclassification

The entity does not reclassify a financia inatnament whils it i3 issued ar held unless it s
= combined instrumant that s required tobe messured =t fair value; or
= apinvesimeni in e readual intorest thek meets the requirements for reclassfication,

Vhara the artity cannet reliably messura the fair value of an embedded denvative thal has been separated fram a host
condract that & & finencial instrument at a subssguent reparting dale, it measwes the combined instrument at fair vale,
This requirss a reclassificstion of the instrumant from amertissd cost or Sost 1o Tair value.

IF fair value can no lengar ba measured rebably for an investmeant in a residual inlersst measured at fair value, the entity
reclassifies the investmant from fair vellus te cost. Tha carying amount at tha date that fair value iz no lenger avallabls
necames the cost

If & reliazle measurs becomes evelable for an irvestmert 0 a residual inferest for which a measure wss praviously not
avallanle, and e Irstrument would have besn required i ba measured at fzir value, the Municipslity reclassifies the
instrument from caosi to fair valus,

1.8.7 Gaing and lossos

A gain or loss ariging Nom 2 changs in e fair value of a finencial assel or fnancisl liabifty measored at far vaue s
racagnised in surplue or dafict,

Fot fnancial assets and financial liakilties measured at amertsed cost or coet & gain of I0€E 15 recognised in surplus o
deficit when the financial zsset or finencizd liskility is dereccgrized of impaired. or through the ameorimstion procass,

1.8.8 Impairment and uncollectibllity of financial asgets

The Municipalty asseas at tha snd of each reporting pencd whethar thers s @ny cbjsctve evidence thal a financial asset
or grous of financial assets is impaired.

IF thara is abjective evidence that an rapaiment kss Ras baen noumred on & invesiment in 8 residual intarest at 15 not
meas ured 2t fair value because its fzir valuz carnol bz measared relisbly, the amownt of the impaimment |oss is measured
as the diffarance botwaaen the camydng amount of the financial assst and the [2resent valus of estimated futurs cash lows
discounied at Bie cumsnt market rate of relum for 2 similar financial asset. Such impairment loases are not reversed,
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1.9 Financlal Instrumeants (continued)
1.9.8 Derecognition
1.9.8.1 Financial assets
The municipslty derecogrises a financial assef anly when:
«  the contractual rights 1o tha cash Jows from the financial assst expire, are sstiled or waived
. the municipality fraretars to ancthar pary sucetantially sl of the risks and rewards of evmership of the finzncial
assel.
On derecognition of a fnancial asset In its entrety. the difference batwaen the carrying amount and the sum of the
consideration recened is recagnsed in surplus or defict.
1.9.2.2 Financial liabilitics

Tha muncizalty removes a financizl iabity (or 2 part of a fmancial liabilty) from lts statement of financial poshicn when &
s extinguished — i, when the obligation specifisd in the contract is discharged, cancelled, expras orwaived.

The difference between the carrying amount of 2 financial kability ard ths ceneidaraton pad I8 racognised in surclus or
daficit

1.9.10 Presentation

Intzrest relatirg to a financial instrument or a component that is & financisl lebility is recognised as revenus of expanze In
surplus or defist

Loszex and gains ndaling to & financal instrument or a companent that i3 a financial liability is recognized as revenue of
expense in surplus o deficd.

A financial assel and a firancial lzbliity @e only offset and the net amownt presented in the siatamant of financial position
when the entity currenily has a lsgally anforceable right to set off the recognised ampunts anz intende eithar to satie on a
net basig, or to real se the asset and setils he labiity simultanzously,

1.9.11 Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand, demand deposts, end ofter short term highly Iquid investmants that
are readly conwarliie to a known amount of cash and are subject 1o an insignificant risk of changes in value. These are
initially and suseeguantly recorded at far value.

1.10 Tax

VAT

The municpality pays Value Added Tax (VAT) to South Afrcan Revenus Service on a payment bass in accordance vith
sacton 15(2)(a) of the Value-Addad Tax Act [Act No 89 of 15¢7), hawever the municipality 2ccounts for VAT on an accrual
besis.

1.11 Loases

£ lease k& claseifiec s a finance leass If it transfers substzntially a1 the risks and rewards incicental to ownership. A keasa
iz classified as an cperating lease if it does nof transfer subsatantielly all the riska and rewards incdental fo ownarship.

When a kese indludes both land ard buldings elements, the municipallty assessss the classificalion of each element
separately.
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141 Leasos {continued)
1.11.1 Finance leases - lassoe

Initial recognition
Financs leasas are recogniced as assels and |abiities in the Stetarnent of Financlal Foston st amounts equal 1o the f=r

valuz of the lsased property or, i lowsr, e presant value of the mininum leass payments, The comesponding liabilty to
tha lesenr 15 moiudsd In the Statemant of Finzncial Positien 85 2 financa leass oblgation

The discourt rate usaed in calculsting he present valug of the minimum lease pavments is the intersst rats implict in the
lease.

Subsequent measurameant

Minimum legse payments are apporizned between the finarcee chargs and reduction of the outstanding Nabillty, The
finance charge is alocated to &ach period during the lesse term =0 8s o procuce & canstert pericdic rate on the ramaining
balanze of the labity.

Aay contingent rents are gxpansad in tha panod in which they are incumed.

112 Inventories

1127 Initial recognition
Inventeriss ara mitisly measured al cost axespl whers Inventores ane acquired through @ non-sxchangs tansaction, then
fheir costs are thek fair value a3 at fhe dete of ecquisition

1.12.2 Subsequent maasurament
Sibsequently Invertores are measured al the lower of cost and net realisable valus.

Inventarias are measurad at the lower of cost and curment repacement cost whers they are hald far;
[l distributizn ai no charge or for a neminal charga, o
+  consumption in the prod ustion process of goods to be detricutsd at ne chargs or far a nominal charge.

Met reslisable value = the estimated sslling prize in the ordinary course of eparations lses fhe estimated oosts of
completion and the eslimaled costs necsssany o make fhe sale, excharge or distribubion.

Currant replacenment cos! ia the cost the municipelity incurs o acguive the asset on the reparting dets.

The cost of nventenss somprises of &l ceate of purchaae, costs of conversion and othar costs incurred in bringing the
inventorizs to their prasect location ard condition

The cost of neenkcries is gssioned uaing the weighted awerage cost formula. The sama cost formuka s usad for all
inventorigs having a simiar nature and use lo the municipality.

1.12.3 Derecogmitlon

When inventorias are sold, the carmying amounts of thozs mentones am racognised 25 an axpensa in the parod in which
the relatsd revenua is recognised. If there = no releted revenus, the experses are recognised when the goods am
distrbuted, or related services ars rendared. The amount of ang weite-down of Inveniornies to net realisable valos o current
replacsment cost and all lnsses of invertories are recognized ae an axpenss in tha pariod the write-down or lags ocours.
The amount of 2y reversal of any wike-down of inventories, arsng from an increase in net redisable value or currsnt
replacement coad, are recognised as @ reduction in tha amount of ventones recognieed as an expanse i e parcd in
which the reversal eooars.

1.13 Impairment of cash-genarating asscts

Cash-ganarating assets ang assefs maneged with the objective of gensrating & commearclal BiLm. AN asset gErerst=s 3
commercial refurn when i s deploved e mardes songistent with that adonted by g profit-onemtzd entity.

Impairment = a loss in the future economic banefile or service potartial of an assat, ower and abouve tha eystemalic
racogniion of e loss of the ssset’s future economic berefils or service potential throwgh depreciation {amorfisation)

Carrying amount i the amount at which an assstis ecoprised 1 the Saterment of Financial Position afer dadusting any
aceurmuylztad depreciation ard accumolated impairnent losses thareon,
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1.13 Impairment of cash-generating assets (continuad)

& cash-generating unft ks the smallest identifisble groun of assefs maraged with the chjeclive of generating a commeteizl
retum that generates cash inflows fram continwing use that ara largely independent of the cash news from other asssis o
groups of assets,

Costs of disposal are incemental cosis directly attricutabée to the disposal of an asset excluding finence costa and income
8% Sxpangs

Depreciation (amorisation) & the svslemstic sllocation of the deprecizble amount of an et over ita LEefll life.

Fair walus less costs §o 2ell is the amouni abieinable from the sale of an asaet in an arm's length transaction batwaen
enowledgeatle, wilng parties, lzss the costs of dispesal

Recoverable amaunt of an asset or & cash-generating unid is the Fgher of s Tair valuee less costs o sell and its value in
LsE,

Leeful lfe = ather.
(@) the period of ime oves which an asset B expected to be used by the murizipality; or
by the numnber of production o similar unis expected to be obtaired from the asss: by tha muncpality.

1.13.1 dentification
|fthar the carndng amaunt of a cash-generating asset exceeds its recoveralla ameunt, it s impaired.

The municipality assessas at each reporting date whether there & ary Indieation that a cash-generating asssl may e
impairad. If amy such indication exists, the municipal ity sstimates e recoverable ameount of the asset.

|ressective of whether thers & ey indication of impaimnent, the municipality ako test a cash-genareting intangibbs assat
with an indefinite useiul e or a cash.generating infangible zsset noi yet evailzbie for uss for impainment annoaly by
oM paring it camying amount wilh ite recovarabls amount. This mpairmant st is pariormed at the same [IMe avery year,
If an intanglble asset wes iniially recogrised during the current reporting period, that intangilble asset was tested for
imgairment before the and of the cumrent reporting penod,

1132 Value in use

walie In use of a cash-genarating zsset Is the present valug of the estimated fisture cash flows expected Lo be derived from
the continuing use of an seeet and from its dispogal atthe end of Its usatul life,

1.13.3 Basis for estimates of future cash flows

Inm=asuring value in use the municpality:

*  base cash flow projections on reasonable and supperiable sssumptions that reprasent manzgement's hes! estimata
of the range of economic conditions that will exist over the remaning useful Ifa of the asset Greater weight is given
to extarral evidence,

. base cash flow proections on tha most recent aporoved fmancial budgstsforecasts, but excludes any estimatad
fulure eash inflows or ouflows expecied fo arse from future restructuring's or from improving or enhancing the
zeset's performancs, Projsctions bassd on thess bucgetsforecasts covers a maximum pencd of flve yaars, unkss =
longer penod can be justified. and

= cstrate cash fow projections beyond the perica covered by the most racent budgaleforacasts by exirapelatog the
projections based on the budgets/forecests using a steady or declining grovah rate for subsequent years, unless an
Increasing rata can ba justified This growth rate dozs nat excaad the ling-term average growth rate for the products
industries. or couniry cr coutries in whicn the Municipaliy operates, or for the market In Which the asset s used,
unless a higher rate can be jusiifies.
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1.13 Impairment of cagh-generating assets (continued)
1.13.4 Composition of estimates of future cash flows

Estimates of future cash flows indude

*  projections of cash inflows from the continuing use of the asset:

«  progctions of cash outflows that are necessanily incurred fo generate the cash inflows from continuing use of the
asset (Including cash outflows to prepare the ssset for wse) and can be dieclly attribuied, or allocated oo a
reaszorable and consistent besis, to the asset and

»  nzteash flows, ifany. to be received (or pald) for the disposal of the assat at the end of its useful ifs,

Estimates of fulure cash fiows exclude

. cash inflows or outflows from financing activities: and

*  inceme tax receipts or payments,

The estmate of net cash flows to be rscaivad (of caid) for the disposal of an assaet at the and of &z useful i'e is the amount

that the municpaily expscts to obiain from the disposal of the asset in an amm's englh tr@nsaction bstween

knavdedgeaile, valing partes, after doductng the estimated coste of dispoeal

1.14 Impairment of non-cash-generating assets

1.14 Impairment of non-cash-penerating assets
Man-cash-garerating assets are assels other than cash-gensrating assets.

Impairment s & loss in the future economic benefits or sendce potential of an asset over and shove the systematic
recogniticn of the loss of the asset's fuiure acanomic beNEfits or ssndee potential through dapraciation [amortsation)

Camying amount (s ihe @amount at which an assst is rzcognisad in the Statement of Financizl Position afler deducting any
aceumiulatad deprociation and accumuated imparment lossee tharean,

A cagh-generating unit is the emallast idertifizbe group of assels managed with the chjeciive of generating & commearcizl
return thot generates cash inflows from continuing use that are largely indepardent of the cash inflows frem cthar assets or
oroups of assels.

Coals of disposal are incremental coats directly atributable to the disposal of an asset eachuding finence cosls.

Depreciglion (Amortizatian) is tha systematic allecation of the degreciable amownt of an asset aver its useiul Ha,

Fair value leas coats to 2ell is the ameunt ebiainable from the sale of Bn asest in an arm's length FRRsaction betwean
krowiedgasble. willing parlies, less the costs of dispasal,

Fecuverakle service amount is the higher of a non-zash-generating assed's fair valuz less costs fo zell and itz value in uas.
Uaaful life is sithar:
(A1 the period of tme over which an asset s expecied to be used by the municoaliby, or
(b1 the number of praductian or similar unite expected to be abtaned from the sssat by the municipalty.
1.14.1 Identification
wihen the carying amownt of a non-cazh=genarating asset cxceads its recoverable service amount, it s impairsd.

The municipalily esseases al ssch reporting dete whether there i3 any indication thet a nen-cash-gererating asaat may bs
Impairaz, If any such indication exsts, the municipality estimaiss the recoverable ssrdea amount of the assel.
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1.14 Impairmont of non-cash-generating assets (continued)

1.14.2Value In use

vzl in use of non-cash-generaling assels is the presant value of the non-cash-generating aassts remaning service
potantal.

Tha prasent valie of the remaining service potential of a ncr-cash-generating assets is defermined using the following
zpproach:

1.14,3 Deprociated roplacament cost approach

The precant vale of the ramaning service potential of 2 non-cash-gznerating assat is determined as the depracialed
replacement cost of the azzet The replacement cost of a1 asset i the cost 1o replace the assst's gross service potential.
Tris cost s deoraciated o reflsct the asset in its used condition. An assel may be replaced either threugh reproduction
{replication) of the existing asset o through replacement of its gress servics potential. The depraciated replacemeant costis
measurad as fhe reproducton or replacement cost of the asset, whichever is lower, less accumulated depreciaton
calculated on tha basis of such cest. to reflect the alraady consumad or axplred sarvice potential of the assel

The replacemznt mst and repreduction cost of an asset Is determined on an "opimised” basis. The raticnale is that the
rmuncigalty would not replace or repraduca the asast with 8 like asset if the asset to bo replaced or reproducas s an
overdesigned o ovarcapacity asset Owverdesigred assets contzin features which are unnecessary for the goods or
services the asset providse. Cvercapacity asscts are assots that have @ graztar capacity Lhan is necassary 1o meet the
cemznd for goods or services the asset provides. Tha determiration of the replacement cost or repreducton cost of an
zecet on an oplimisad Dasks thus refiects the senvice potential required of the assel

1.14.4 Restoration cost approach

Resiorafion cost is the cost of restoring the service potential of an aszet o ts pre-impairad level. The present valug of the
ramaining senvce potential of the assel is daterminac by subtracting the estimated restoraton cost of the asset from the
curent cost of replacing the remaning service patental of the aeset before impainmant. The latter cost is determined as
the depracialed rapreduction of replacement cost of the asset, whichever is lower

1.14.5 Service units approach

The presant valuz of the remaning service petertal of the asset is defermined oy reducing the current cost of the
ramaining senice powential of the asset bafore impaimnent. to conform to the reduced number of servioe unis expected
from the aaset in its impaired etate, The current cosi of replacng the remadning service peigntlal of tha asset tefora
impairment is datermined as the depreciated reproduction or replaceameant cest of the asset before impairment, whichever
15 lower,

1.14.6 Recognition and measurement

I the recoverable service amount of 3 nan-cash-genarating asset is less than ils carrying amount, the carrying amount of
the assat 15 raduced %o ifs recovaracle semvice amount. Tnis reduction & &1 Impairmant loss,

An impaiment loss is recognised mmediaely in surplus or deficit
Any impaimeznt loss of a revalued non-casn-Qenerating asset is treated as a revaluation decresse.

\When the amount estimated for an impairment loss is greater then the carrying amount of the non-cash-genaraing assot
o which It ralases, the municpzlity recognises a lizbility only fo the exient that is a requirement in the Standzrds of GRAP,

Adtar the recognition of an impaimmant oss, the deprecation (amortisation) charge for the non-cash-generating asset is
adjustad in future panods to allocate the non<cash-generaling ssset's ravisad camying amount, kess its residual value (it
any), on a systemztic basis over its remaining useful life,

145 Employee benefits

Employee benafits arg all ‘arms of corsidaration given by a municipality In exchangs 1or servioe rendered by amployess.
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1.16 Ernployes bansfite (continued)
1.15.1 Short-tarm employee benefits

Short-lermm employes benefils are emcloyes bensfils {otwar han termination benefits] tfhat are dus te be setded within
twelve manths after the end of the period in whicn the employees render he ralated savice:

Short-term employ=e benelis inclde iams such as:

*  wages, selanzs and social sacunty contribubiens

" short-tanm compensated absences (SLch a5 paid annual leave and paid sick leave) whers the compersation for the
acesnces i dug to be sotfed wiihin teelve meonhs ater the end of the reporting peried i which the employess
render the related employes servics;

*  Dponus, IncEAtive and partarmance related payments payable within teelve morthe after the end of e reporting
period inwhich the employees render the related sardce: and

. noremaretary banefis (for examele. madical care, and free or subsicised goods or S2races sUCH as Nousing, cars
ard caliphaenas) for currsnt employess.

Tho expecied cost of compensated absenoss 8 recoanised S8 an #4pense 28 the amployess render sendices Mal ncease
their entitierment or in B saes of pon-accumulating absences, whan tha abaanes cecus. Tha muriepality mezsures the
experted cost of accuymulzting compens2ted absencas as the additional amount that the municipalily expects o pay a3 a
resut of the unused entilement that has acoumwlated af the reportng date.

Tha municipalty recognises the expoctod cost of bonus, incartive and performance relaled payments when the
ruuricigality has a pressnt legal or construzdive oblietion to makes such peyments as a result of past evenis end a raliszla
astimsta of the oblgaben can be made, & pressnt obligetion exists when the musicipality has no realstic shemative bot o
rmaka the payments,

1.15.2 Post-em ploymeant benefits: Defined contribution plans

Defined contribution plans ae post-emplaymant banafit plans urder wheh 2 municipality pays fixed contributions irto a
separate entity (a fund) and wil have no lkegal or constructiva cbliceton to pay further coninbutions it the fund does not
told sufficiant asseds o pay all employee benefils relsting to employee servicz in tha current and pnor perods.

When an employee has rerdered service to the muncipality durirg 2 reporting period. the municipalty recocnises the

centributen payacia to a dafired contribution pan in exchange for that sevice

« a5 aliability (accrued expenze), after deducting ary contribution akeady paid. H the contribution slready pad axcoods
the contrinution due for service before the reporting date, a municipallty recognises that excess as an asset (prepeid
expense) ta the extent that the prepayment will ead to, for example, a recuction in futureé paymenis or a cash refunc;
and

e 2s an axponse, unless ancther Standard requiras or permits the Inclusion of 1ha contritution in the cost of an asset.

1.16 Provisions and contingencies

1.16.1 Initial Recognition

Pravisions are recoghised when

«  the munkipality has a present oblipation 23 2 result of a past event;

* |tis prohable that an outflow of resources embodying econcmic banefits of sendos potentizl will be requirad to
settle the oblgation; and

= zreliable estmale can b2 mada of the abligation.

The ameunt of & provision is the best estimate of the expenditure expectsd fo be required to setie the creeent colication at
the reporting date.

Where the effect of fime vale of money s matarial the amount of a provision s the present value of the expenditurss
expected to ba requirad to settla the obligation.

The discount rate refiects current market assessments of the time valua of money and the risks spacific to the lizbility.
1.16.2 Subsequent measurement )
Provizions are reviswaed at each roporting date and adjusted to reflact the curent best estmate. Frevisions ara raversed if

it is no lorger probable that an outflow of rescurces embodying economic benefils or service potential wil be requirss, 1o
sattle the obligation,
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1116 Prowvigions and contingencies (continued)

Viara discounting i used, the camying amount of a provision incress=s in each perizd fo =flect the passage of time. This
incraese is recogniesd ag an intarast expensa.

& provigion e wsad only for expanditures for which the provision wae criginally recognised.

Provisiars are not recognissd for future cperating deficts.

Contingent assats and contingant liabdites ara not recognised. Conlingencies are disdesed by way of 2 nota,
14T Revenue from exchange transactions

Revenue is the gross inflow of eccromis bensfis or serice potential durng the reporting period when hose infiows result
in an ncrease in net assets.

An sxchange transachon is one n which the municipality receives assets or services, or hea lighilitiss extnavished, and
directly gives approximately eoual valus [primarily in the form of goods, services ar uss of assets) o the other party in
exthenge.

Fair valuz iz fhe amount for which an asast could ba sxohengad, or 8 babildy satled betwoan knowledgeabls, wiling
partias in 21 arm's kngth trensaction.

The municizalty's main =ources of revenue from exchangs ranzact ons incomie: include sarvice chargee, rental of facilitiss,
zale of stands, licences snd panmits and intsrast income.

1471 Measurement

Revenus is measured at the fzir value of the consideration receivad or recsivatle, net of trede discounts and velume
rabales.

1.17.2 Sale of goods (stands and licences and permits)

Revenuws from the sals of goods is recognised when 2l be following conditions have been satisfizd:

. the municipality has transfsrred 1o tha purchassr the significant risks and rawards of ownarship of the goods;

»  the muricipality retzins neither continuing managerial involvement ic the degree usually sssocated with
oxnership nor effactive control over the goods sokd.

= the ameount of revenue can be mzazured rolisbly;

» bis probable fhat the econciic benefits o service potential associated with the fransaction will fow fe the
municipality, snd

*  ihe cosis incurred or o be incurred in respect of the transaction can be measured reliably.

1.17.3 Rendering of services

Renderng of senvices includse tha following service charges: rafusa remoeval, slectricity, water and sawerage. Vuhen

the outcome of a transacton invelving the rendening of services can he estimated reliably, revenue associated with the

transaction is recognissd oy reference 1o the stage of completion of the trarsacion al the repocting date. The eulcome

of @ transaction can be astimated relisbly when all the following conditiona are aatisfied:

*  the amount of revenua can be measured relzbly

= tis probable thal the econcimic bonsfs or service potential asseciat@d with the transaction wil flow to the
municipality:

When services are performed by an indeterminate number of acts over @ scecified time frame, revenus is recognisadion a
straight Ine basis over the specfed fime frama unless Ibare is evdences thai some other method better represents tha
stage of completion. When @ specfc act is much more significant than any cother acts, the recognition of revenue is
postponed uniil the significant 2ct is executed.

When the outcoma of the transaction invelving the renderirg of servicas canct be estimated ralisbly, revenue is
recognised orly to the extert of the expensss recognisad that are recovarable

The municipality recognises prepaid eectricty revenue on @ prepaid besis as ibis difficult for the muncipality to determinz
the amount consumed as st yaar end for prepad meters.
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117 Rovenuo from ocxchange trangactions (continuad)
1.17.4 Interast

Revenus arsing from the wse by others of the municipslity's assets yvislding interest s recogresed when

. It 15 probable that the economic benafits or sarvice potantal sssocimied with the drsnsaclion will Tiew 12 8
munizipality, and

* Tna amount of the revenue can be measured r=lisbly

Irterast is recognised, in surplus or deficil.
1.18 Revenus from non-exchange ransactions

Revenus comprises gross inflows of economic benefits or semvice potertal recened and racaivable by an muniepality,
which represents an increasa innst 2ssels, other than noresses relating fo cantribulions from owners.

Exchange rarsactions are Iransaclions in which ore enbity receives sssels o sevices, or bas liabililizz extinguished, ard
directhy gives approsd mately equa value (primarnily in the form of cash, geods, semvicss, of Use of ass8is| 1o ANCthEr enfty
in axchange.

Hon-gxchange fransactons ere transactions thet are not exchanga transactions. In & non-axchangs transacion, an
mu i pality efther receives walug from anothes munic pality witheut directly gvieg spprozimately equzl valus n schange,
of givea valug to anather municipality without directly racaing approxmately caual value in axcrange.

The muricpalty's man source of reearue iom non-sschange rensacions incorme include propecty rales, gorarnment
grants end zubsidies. pubhec contnbufions, denations, Snes and panalties,

1181 Recognition

Arinflow of resourcss frorm a non-eschianga ransaction recogiised as an asset is recognissd as revenue, except o fhe
sxtent that 2 liakility i alse recogniaed in respect of the same inflow,

Ag the municipality satishies a presont obligation recognized as g lisbility in respoct of an inflew of reeources from & non-
eCEnge ransection ecognsed s an assel, ©reduces the carying amount of the liakility recognsed and eoognises an
amaourt of revan.e aqual 1o that racuchon,

1.15.2 Measurement

Revenus from a non-exchargs Fansaction = messured at the amourt of the increasa in nat assats recognised by fhe
municipality.

Whan, as a msul of & non-ecchange fransaction, fhe municipslity recognises an assal it also recogrises revenue
aquivalent to the amaunt of the asse! messured at £ fair value a8 at the date of asguisition, unless t & aleo regquired (o
recogrise a liahilty Where a lizhility is required! to be recogrised it will be messued as the best estimate of the amaount
reuirad to gettle the obligation at the reparting date, and the ameunt of the incrasse in net assets, If any, Boogused az
revariig. Ywhen a liablity = subsequently reduced, becauze the taxable event oncars or a8 condition is setisfied, tha amourt
of the reductizn in tha iability is recogrised a5 revenua,

1.18.3 Property Rates

The rmuricipality recognises an asset 0 respact of taxes when he taxebla svent ocowrs and the asset racognition criteria
are met

Resouces ansing from taxes satiefy the definition of an asset whan the municipality confrols the resowrtes as aresuk of a
past evert (tha faxable event) and expects to receive future economic bensfits or ganvice potential from those resoUmss
Resowces ansing from laxes satisfy (he crtzria for r2coantion &s an asset when it is probable that the inflow of resources
will ocour and thieir fair value can be ralialy measurad, The degrea of probatbiliy altached to the inflow of resources is
determired on the bosie of evdance eveilable ai the tma of intial recognition, which includes, bt is nol limited &,
disclosure of the 1axable eveni by the taxpayer.
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1.18 Revenue from non-exchange transactions (continuad)

1.18.4 Government grants, Public contributions and donations

Transfar revenue include goverrment grants subsidies, public confrioutions. donations, fines. penalties and forfaits.
Transfars are inflows of futurs aconomic denaflits or sarvice potential from non.exchange treactions, olber than taxes
Apart from seniczs n kind. which are nof reccanisad, the municipality recogrises an asset in regpect of tranafers when the
tznsferrad resorcas meel the definition of an asset and safisfy the criteria for recogniion as an assel

The municipaity recognises an assatin respect of frarsfers when the ransferred resources meet the defintion of an asset
ard satisty the cntsria for racegnition as an asset,

Transfarred assets 2re measured at their fair vabae as at the date of acquistion.

1.18.5 Fines

Fines are ecsromic benefils of senvice poleniia receives o receiveble by municipslity, 2s determired by a court of other
law enforcement body, as a consequancs of the breach of laws or regulations Fines are recognised as revenue when the
receivable meets the definition of an asset and satisfies tha tritena for recognition as an asset.

Asgeie ansing from fines are maasured at the bast estrmate of the inflon of resaurces to the municipalty.

\ihara the munizpality collects fines in the capacity of an agent, the fine will net ba revenue of the collscting 2nfity.

1.18.6 Gifts and donations, including goods in=kind

Giis and donations. induding geods in kind, are recognised as asselz end revenue when it is prebable thet the future
economic Denafits or sendca potantial wil fiow to the municipaity and the fzir value of the assats can be measured reliably,

1.19 Borrowing costs

Borowing costs are interest and other expensas incurred by an enlity in connection with the berrowing of funds.

Borrowing costs are recognised 8s an exoense in the penod n which they are incufred.

1.20 Comparative figures

Wwhaere ngcessary, comparative figuree have baen raclassified te conform Lo changss in prasentation in the current year.

1.21 Unauthorised expenditure

Unauthorsed expenciiune means

overgpending of a vole or a main dnision within 2 vote; and
expenditure not in accerdance with the purpose of a vole or, in the case of @ main division, net in accordance with the
purpese of tha main division.

All sxpendifre =latng w urauthorised expendilure recognised as an excense in the Stalement of Financial
Performance in the year that tha expsnditure was incurrad. The expenditurs 1& classifed n accardance with the natura of
the expense, and where recovered . tis subseguently accounted for as revenue in the Statement of Financial Periormance.

1.22 Fruitless and wasteful expondituro

Fruttless and wastetul expenditure means expanditure which was made in vain and weud have Leen avoied had
reasanable care ceen exercisad.

All expenditure refating to fruitiess and wasteful expendiure i= racognisad as an expenea in the Statement of Financial
Parfarmanca in fhe year that the sxpendture was incurred. The expenditure is classified in accordance with the natwe of
the expense. and where recoverad, it is subsequently accountsd for as revanua In the Statemen: of Fnancial Performance.

1.23 Irregular expenditura

(@) this Act; or
()  the State Tender Board Act 1968 (Act No. 86 of 12€8), or any regulalions mads in terms of the Act or
{¢) any provincial legelaticn providing for procursment procedures In that provineial government,

290



Ga Segonyana Local Municipality
Annual Financial Statements for the year ended 30 June 2017

Accounting Policies

1.23 Irregular expenditure (continued)

Iregular expendiure & axgendilure that is contrary 1o the Municipal Finarce Managemant Ad (Act No.56 of 2003), the
Municioal Syatema Act [Act No,32 of 2000), and the Publc Office Bearers Act (Act No, 20 of 1888} or is In contravention of
the econcmic municipality's supply chain managament policy. lmegular expenditure axcludes unsuthorised expanditure.

Iragular expenditure that was incurred and idertified during the current financial yeer and for which condonemert iz being
awated st year end must be racerded In the Iregular expendture 2gister. No furthar action is required with the excepton
of updaling the note to the financial statements.

Where iregular expenditure was incurred in the pravieus finsnicial year and i only condcnad in the folowing financial year,
the regster and the disclosure nots to the financial statements must be updated with the amourt condoned.

Irregular expenditure tiat was incurred end identified during the current financial year and which waz net condonsd oy the
National Treaswy or the relavart authority must be recorded sppropriately in the imegular expenditure register, If iabiity for
the irregular expenditure can be aftricutas to a person, & debt account must be created if such a person s liznla in law.
Immediate steps must thereafter ba taken 1o recover tha amourt from the person conczmed. If recovery i= not possible,
the accouniing officer or ascounting authority may write off tha amount 2¢ debt impaimnent and cisclesa such in the
relevant note 1o the financial statemeants. Tha imogular sxpenditure register must aeo be ucdated accordingly. If the
iragular expendiure has net bean conconed and no person is liable in 3w, tha expenditure elatad therelo must remain
against the relevant progremme’expanditure item. be disclosed as such in the noie te the fnancist statements and updated
accordIngly In the regulzr experditure register

1.24 Budget Iinformation

1.25

Muricipality is subiecl to bucastary limifs in the form of an aporoved anc an adpstment budget which 15 ghen ofect
trough coungil,

General puipose inandal reporting by the municipalily provides nformation en whelher reseurces wars obtained and used
in sccordarca with the approved budges.

The approved budgetis precansd on 2 accrusl basis and presented by nature linked 10 performarce autoome sbjectives.
The appraved budgel covers the fiscal period from 2216-07-01 o 2047-00-20,

The Annual Finarcial Stalements and the approved budget are on the same basis of accounting tharsfare a companson
with the Bucgetsd amounts for the reporting pariod have besn included in e Satement of Comparison of Budget and
Actual Amnoants,

Comparatia informaticn i nat required,

Misteral d fierences batessn e orgingl budaet and final budget as well &5 between the final budget @nd the actusl ane
cxplained in e Annual Financisd Statementz, Deviabiore are regarded a2 matanal when they are graster fan or agual ta
10%. Deviglions between approwed budgst and final budgeias well as devistions betwesn final budnst and actusl, are
regarded ae matarial diffarances

Evants after reporiing date

Events after repoting dale are those evants, toth favourable @nd unfavowrable, that ocour between the resarting date and
the date when the Annual Finsncial Statements are actherised for 1Issue. Twe twpes of events can be idenlified

-those thal provide evidenos of conditiors that existed at the regoting date [adjusting sverts after the reporting dats)
sthogs that sre indicative of conditons that aroze afer Me reporing date {nen-adusting events after the reporting
dale’ There were ne significant post balanca shest events that affected the Annual Financial Stetemarts &5 at

30 Juna 2017,
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1.26 Expenditure

Expenses are decraases in eccnomic bensfits o servica potantial during the reporting pericd in the foem of outfiows or
sonaumgtion of assts orincurences cf ligbilties that result in decreases in net aeseots,

An expenas (e recegnisad in the muncipality's Statemant of Financial Performance when, and enly whan, the tollowing
criteria are satisfied

»  Tne cost or valua may invelva astimation. Whers an item possssses the essentiad charactenstics of an axpensa but
fzils to meet the criteria for recognition it s disclosed in the note: and
*  Mlexpenditure has been doalt with in terms of the above defintion 2nd recogniton criteria.

Wmere =n outlow of econamic bepefile does not resull in futue benefits, 1t 18 disdosed as fruifless and wasieful
expenditure The point at which an expensze is recognizsd ie depandent on tha nature of the transaction or other event thst
gives rise to tha expansa. Whara futuie eccoomic benefils ars consuned immediataly or soon after acquisition. for
example, repeis end mairtenence expenditure, bulk purchasas and gensral axpensss, e axpenss ie rzcognised in the
reporting peried in which the acquisition of the future economic benefit occurs. Where futire economic benefits are
expectad to be consumed over saveral repaning perieds 8§ non-current assats, expensas {depreciation) s alocated
systematically 1o the reporting period during which the future esonemic benefite are expected 1o be consumed, whare
axpandilure produces no future @ccromic benefits =g fines paid &n expense is recognised immediately, and where a
liatitty iz incurred without the rocagntien of an asset an expanse is racognised simutaneously wih the recognition of tha
lfacity.

Generally. expenses are accountad for an an zocrual basis at far value. Under the accrusl basis of accounting exgenses
are recogrised when incurred usualy when geods are recelved of sendees ae corsumed. This may not be when the
goads or serevices are actuslly peid for. Fair value i3 the amour: for which an asset coukd be exchanged or a banilty
satiled batween knewledgeable willing parties inan am's length transaction.

Major expenses include.

s Afite downg of inventory and dacreases In fair values of finarcial instrumants classifizd as hald al fak valuz.

*  Losses on the disposal of non-current asssats are reported separately from expenses in the Statement of Financial
Parformanca

= Repairz and msintenarce - melugive of ropairs anc mantenance to buldings, infrastructure assels. moler venicles

ard sports and recreational facilties;

Bulk pwechases - axpenditure on the procuremant of culk electricty,

Contracted services - included are cebt collection costs, data cleansing costs, service level agraament coste,

property valuation roll and asset register varification costs, sofwara suppart costs and secunty servioes costs.

Tranafers and granie which relate to expenditure partaining to free basi sarvices; and

Genaral expensas which constitute several expense items which are nel indvidusly significant.

Employse cost - relsting to cost sseocisted with empleyasa contracts,

Deprecizton - Cost associaled with the emartisation of property. plant and equipment..
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2017 e
R

Z New stanclards and interpretations

21 Standardz and Interpretations Isswed, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are
mandztory for e municicality's acoounting pariods Degnning on o afier 07 July 2017 or later pencds

Standard! Interpretation: Effactive date: Expected impact:
Years beginning on or
after
. Direcfiva 12; The Selecton of an Appropriate Reportng 07 April 2018 Linlkely thans Wil ba
Framawork by Publc Entilizs malzial moect
«  GRAP 18 Segmen Saporiing 01 April 2017 The Impact af thie
amendmeart iz not makefizl,
3, Inventories
Other inwventones hetd for sale and) 51005 662 45870000
Consuratle staras 1902 814 B0 0TS
Wlatar 58 BOO 45 0dd
53057982 <03T5115
Inventories (writa-downa| =i {145 334)

GIoaB 21 46223734

4. Receivables from non-exchange transactions

Finzs 12 041 148 3455644
Maotor vehicdle and housing loare B8 337 185 621
Criher reczivables from non-exchange revenue g8 313 =
Conaumsr deblons - Rales 12 704 533 fi 642 TER

24 932 31 12463 883

Insluded in receivables from non-cxchanas rensactions are halances owing from property rates aa follews:

Current |0 - 20 days) I -
31= 60 days 512 725 455 844
51 -0 days 17 A5 344 pag
41 -120 days 243 428 275 Bag
111 - 355 days 1 G085 104 1 563 755
= 3% days JEBE0VFE 22 5B452H

31 838 443 25 008 915

Lags: Aliwancs for imparmant {19 134 B50) (16 168 187)

Het balance 12 704 93 B a42 728

VAT raceivable

WA 22 025 161 15 998 N5
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2047 2016
R R
B. Receivables from sxchange transaetions

Gross balances

Elzctricity 10107 953 T HGE 334
whianar TERFT 630 i 028 GED
Sewarage 15 055 430 13 940 T84
Refuse L4 D45 BaTETI2
Othar 2B BET 552 21987 TS0

63953 630 67 348280

Lezs: Mlowanzs for imparmani (4D 650 B2E) |36 306 577)
Het balance

Elsctricity 10107 253 7 E0G 32
Wistar FBYT B30 & 033 662
SRWEEDE 15065430 13140784
Rafusa & 541 D4d BATHT12
Imparmeant (42 50 528) (36 596677
Crher 26 5aT D52 21987 7RO

20 300106 208581 T2

Eleciricity
Curient (0 -20 daye) £ 335 850 3T 421
31-6b davys 2050033 1008137
61 - 20 days 500 960 457 406
91- 120 days A28 772 223 LB
121 = 560 days 1103568 551 280
= 366 days 1528 380 T 255 803
10 107 963 7803 334
Water
Currant |0 -20 deys) 3 23R8 242 222 198
31 =G0 dars 7832378 634 053
G1-90days 453 §74 455 050
91 -120 days 243 857 305 OF0
1%1 - 385 days 1 248 A4 1063132
= 385 days 1 739 733 1272 265
T ETV B39 6 039 558
Sewerage
Current [@-30 cays} Qa0 271 230 BEE
31 -80days 214 G842 517 022
&1 - 50 days 458 741 350163
91 =120 days 256 031 297 200
124 - 365 day= 1 538 164 1540419
= J&5 days 10 247 484 B 545 G

15 065 430 12 140 TE4
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2017 2016
R R
& Receivables from oxchange transactions (continued)

Refuse

Currmnt (1 =50 days) 2B 37 a4 201
31 - sl days 345265 288 753
81 - 90 daya 251 244 221 593
o1 - 120 days 21E 505 189 305
121 - 365 caye 1 126693 1035421
> 335 days ForEe 6 136 430

9 541 0d5 5ITET1Z

Other {specify)

Current (0 -30 days) 1119 0% 1631 441
31 - 60 days 923 583 701 040
1 - 80 days E45 528 194 367
21120 days 445 704 545 332
121 =365 days 3174152 2918355
= 335 days H P55 404 13996251

25 657 Bl 1 357 TaO

Reconcillation of allowance for impairment
Eaknee 3t haginning of the year (3 079022y (33457 383
Gontributions to alowance (14 580503} {2 908 63)

(40 652 528) (3G 306 5T7)

T. Cash and cash equivalents

Cash and cash souivalents consiat of

Cazh on hard 5 060 ==
Eank balancos GRd OF3 332 754
Short-term daposits - 185 553

a0 123 532 367

The municipality had the follovaing bank accounts

Aetount number ! description Bank statement balances Cash book balances

30 June 2097 20 June 2016 30 Juna 2017 30 June 2015
ABSA BANK - CALL ACCOUNT - 8204748628 - 189 553 - 189 553
ABEA BANK - CHEQUE ACC - 4052183325 - 280 145 - 157 A4a
ABSA - CHEQUE ACG - 4050204321 = g1 841 - B1 503
ABSA BAMNE - CHEQUE ACC - A0&044451 3 - 95 217 . 93 217
Petty cast loak B (R0 § 050 5 080 & D&d
FHE CHEQUE ACC - 52648722683 AT18 626 = BEZ 4845 =
FNE CHEQUE ACC - 82552542532 18 DED - 501707
FHE 7 OAY CALL ACT 740908085332 51 504 - 51 804 z
FHE CALL ACCOUMT 19 2TE - 19 276 N
Tatal 3814625 BES 806 990 123 532 367
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3, Investment property

Cost Carrying value Costf  Carrying valua

Valuation Valuation
Inweztment propery B w61 100 B 257 100 5 851 100 f 961 100
Reeonciliation of investment property - 2017
Cpening Todal
balance
Inuastment progerty A 851100 B a6t 100
Reconciliztion of investment property - 2018
Opening Total
balanen
Inuestment pragerty 251100 8851100

A ragister containing the information requirad by Section 52 of the Municpal Finance Management Aot is available for
Inzpaction at the registersd office of the municipality,

Detzils of valuation

Investment procery is eviewed by & professional valuer once every 4 yaara in ling with the statutory rmouirements of the
Muricipzl Proparty Rates Act [Chapter 6 of 2004 The las1 external valuation was Jona by an indepencent professional
waluzr on 1 July 2014, The valuafion which conforms fo infemational valustion standards is armived at by reference to
rmarkal evidence of fransaction prices ‘ar similar propertes . Mansgement review investmeant propery annualy to detec
material changees from the last reporting date. Management sssessed 1he valua of investmant property as at 20 June 2077
and beleve that the racoted values are a trus and Tair indication af investment property valee 25 at year and,

8. Property, plant and equipment

2017 2016

Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value

Valuation  depreciation Valuation  depreciation

and and

accumulated accumulated

impainment impairment
Lend 22 580 700 - 22859700 225659700 - 22558700
Buildings 63220104 (19517 8625) 63702408 86243243 (11111066 75132157
Infrastruciure 1662 422 814 (570 330 125} 1082083699 15527796187 {514 163 607 1 038 615 590
Other assets 30120399 (130563851} 11021443 32525597 {19620994] 12904503
Total 1788 323 027 (608 955 771) 1 173 367 256 1 694 107 737 (544 895 687) 1 149 212 050
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€. Property. plant and equipment (continued)

Reconciliation of property, plant and equipment - 2017

Land
Buldingz
Irfrasincture
Othar assels

Recenciliation of property, plant and equipment - 2016

Land
Bullings
Infrasiructure
Other assets

Opening Additions  Disposals  Transfers Deprecigtion Impairment Total
balance loss
22559700 . - - . - 22558700
15152157 185740 (2920 154) - (1642866 (7 D052468) 63702403
1038615560 G E13ETS - (45754 816} (9320 850) 1082 083 69
12 904 603 3328069 {5A5 220) - {4117 379} (S8 609) 11021448
1149212050 102127484 (3915 380C) - (61515161} (16541 727) 1179 357 256
Opening Additons  Disposals  Transfore  Coprociation Impairment Total
balance loss
3242830 {5 858 600) - 22 558700
76 747 803 - (1 615640) - 75132157
Q70147 205 113 256 342 - - (43358908) (1429049)1038615530
12685 216 4906440 (1383772} - [3383281) . 12904603
1092008527 118252782  (1393772) (9868 600) (48357838  (142%049)1 149212050
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2017

9. Propery, plant and equipment [continued)

Compaoneation received for losses on property, plant and equipmaent = included in operating profit.

Assets subject Lo finance lease (Net carying amount)

Dthar praparty, plant and eouipment

Fropery, plant and eguipment in the process of being construcied or developes

Cumulative sxpenditure recognised in the carrying value of property, plamt

and equipment
Infrastruciure

Carrying value of properly, plant and equipmant that Is taking a significantly

langer pericd of tima fo complete than expected
WkE 1517 Wergereeg-Manping: Upgrading link road to btuminows sizrdard
{Phasa 2}

Conatant damages fo the road dus o residents permpetaal beMaviowr of driving in
thie road auven before all works &re completed bas delayed the comglation rEriad

of the project
Censtruction of Mapoteng water natwork exi=nsicns

During the geophysical and gechydrogical study, it was realisad that he entine
area of Mapoteng does nol have sufficisrt waksr tae sites from Ditshosweanang
ard Swesthome were recenily identilied with sumicient watar, but the ppekne
distanse was nob earmarked in the business plan, The docimien with DWWE wae
that an application for source developrmet be submitted for funding, & short tenm
sofution was to refurkish and utilize the axisting borehok that was sloppad in
208 Tesiing was done ardd recommandalien o pump 5Ufs for 12hrs in oder o
gat enaugh weter far the NExt 12 Monihs or mare henca the revisad competion

clate was mack for extantion of reticulation and stand pipes
Congtuction of Mokal amosesane bulk water supply aupgmeantstion phase 2

Intervention fram the political office is required (o address the nominatons of tha

loncal laborers
Bankhara Bodulong: Canstruction of ined dousls pi sanitation tailsts

Delay dua lo delvery of matenal which were damagsd and sning of the happy
jettare due to unavsisbiiy of some of the benelicares, Miscalculation by
Cormuliant in including their faes on the of Conegfruction cost, as a reault number

al unils increasad Trom 380- 486,

Carrving value of property, plant and cquipment where construction or
dovelopment has been halted either during the current or previous reporting
periodis)

MIG 1318: Vergenoeg-Batharos: Upgrading link road to Biluminious standard
(Phase 2|

The project wes not completed within the dlecated time due to the project bzang
put on hald for local election processes dua to lots of communiy unrest, was laer
reseteblished on 05 Sepiember 2018 with the revised completon of 17 May 2017,
Thare were also delays due 1o late pgyment of coniractor henca fhe project was
complasted July 2017
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9. Property, plant and eguipment (continued]

Reconciliation of Work-in-Progress 2017

Opening balance
Mdiiongtcapital axoenditure
Tran=ferred o comoletsd ilems

Reconciliation of Work-In-Frogrags 2076

Opening balanse
Additions/icapital expanditure
Trarsferred to completed items

Ircluded Included Tatal
within within
Infrastructure Community
141 026 281 - 141 026 281
o7 Thd4 555 392 DAER 98 144 655
(95 953 354) - (08 953 384)
1359 B2T 466 A9Z 0BG 14D 218 552
Inciuded Included Total
within within
Infrasiructure  Community
72 508 312 = T2 806 312
112 5688 762 - 112EBYTE2
(414 B8 753 - |44 0B TEF)
141 026 281 141 026 281

Expenditure incurred to repair and maintain property, plant and eguipment

& register containing the informabon reoured by gection §2 of the Municipal Fingnce Managamant Act 2 avallablz tor

inspection at the registered office of the municipality.

Ceemed cost
10 Intangible assets
2017 2016
Costf Accumulated Carrying value Cost/ Accumulated Carrylng value
Valuation amorisation YWaluation  amorfisation
and and
accumulated aceurnuiatad
impainment impairment
Compuir $ofware ZOEGSED (1 4BEATT) 573 105 1590 BES (1 018842 Gad 7d3
Reconciliation of intangible assats - 2007
Oponing Additons Disposals  Amortsaiion Total
balance
Computer 2oftuans RBA 245 400 000 (158 526) (72 612) A3 105
Reconciliation of intangible assets - 2016
Opening Additions Disposals  Amortisation Total
halance
Gomputer softwars 74 405 131102 - {121 264 SE4 243
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11. Heritage assets

2017

2016

Cost!/ Accumulated Carrying value

Valuation impairment

Cost f Accumulated Carrying value
Valuation Impairment

lossas losses
Mayoral chain 642 - 6642 - 6642
Th= Eye 1850000 1 650 000 - 1650 000
Total 1 655 642 1 665 642 - 1665642
Reconciliation of heritage assets 2017
Opening Total
balance
Mayeral chain 5642 56842
The Eye 1 650 020 1650000

Reconciliation of heritage assets 2016

Mayoral chain
The Eye

Detzils of valuation

1 658 542 1 655 642

Opening Total
balance
5842 5442

1660 CO0 1650 000
1 655 642 1655 642

Heritage assals are reviewsd by a professioral valuer once every 4 years in line with the statutory requirements of the
Municpal Proparty Rates Act |Chapter & of 2004). Tne |ast agtarnal valuation was done by an incapendent professicnal
veluar on 1 July 2014, The valuation which conforms to ntemational valuation standards, Management revisw Heritags
assets annually to detect material changes from the last reporling date. Management assessed the value of Heritage
aezote as at 30 Juna 2017 and heliova that the reportad values are a true and Fair incication of Hentaga assels value as al

year end.

12, Other financial labilitkes

Al amortised cost
Bare kan

Mon-currant liabilities
Al amoriised cost

Gurrant Rabilities
Ml amoriisad cost
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217 2016
R R
13. Finance lease obligation
Minimuim leass peyments due
- withir one ysar 2 488 557 1 741 32
- in sacond ta fifth yaer nclusva 3 5B4 265 2131 531
6 060 802 372 823
less: fuiura finence chargas {1664 877) [(EY2 TRE)
Fresent value of minimum lease payments 4 416 125 3200 168
Fresant valua of minimum lease payments dua
- withm o year 1 E97 114 1278177
- insecond 1o fifth year inclusive 2 BE15 011 1521 &Gl
4 416 125 3 200 185
Hareeurrent liakilitizs 2518011 1921 888
Curient ianilities 1597 114 1278177
4 416 125 2 200 165
The municipality has finance lease agreements for meter vehicles and equipmeant
Tho average lease tarm was 2.4 years and the average affactive borrowing rate was 26% (2017}
Interest rates era linked 1o prime at the contract date. All leases have fixed repaymenis
Finence leases were adjusted by R17 700 in the prior year for photocopy machine not accounted for in the traffic
ceparimsmt.
Finznce laases ware adjusted by R17 700 in the prior year for photocogy machine net aoccounted for in the traffc
deparimant.
Lease agreemente for mator vehiclas are.,
. net sugjact to ranewals and purchase options,
»  based on a fxed instaiment amount and interest rate for the full curston of the agreement and
=  Tha lessen is not antited to any retuns of surplus, capial contributions or similar type paymenis,
Lease agreements for office equismant encompasses of office equpment, switchiboard, ets ars subject to the following key
torme and conditons:,
« ot subject to renawals, however after the inttial period these leasse can be automatically extanded indednitely und
either party gives 30 days’ netica 10 teiminale the agraament
= allthese leases are basad on fixad instalmen: emount ard interast rata for the NIl duraten of the agreaments xcent
for the folloning agresmanrts
»  The lesses is not enfifled to any retums of surplus, capital contrbulions or similar type payments.
14. Payables from exchange transactions

Trade payaoles 5062202 5196 863
Aocruds 95 247 988 82 410 437
Retantion mories 14223003 9276332
Other payatles 2 136 667 2659 582
Emplovee cosie accrnsal 5438944 5012181
Irsurance 2367 006 2 487 263

124675910 107 045 688

301



Ga Segonyana Local Municipality
Mnnual Financial Statements for the year endad 30 June 2017

Motes to the Annual Financial Statements

2017 2@
[ R
16. Consumer depoesits
Senice acoounts 083 443 3 356 6ED
Cither 518 905 451 056G

4 207 438 3 BIT T4T

Cansumer deposis reorecent amounts Reeivad in advance and neld az suraty far sarvice soocunts and ather services
16. Employes bensfit obllgations
Defined benefit plan

The plan is a final salary pension and post employmrenl mediecal bensfi plan.
The ameounts recodnised in the statement of financial position ars as follows:

Carryiing value

Presant value of e defined benafit onlisstio nawholy unfundsd |24 BRI S04 (24 138 G55
Man-currant Bak s [23428178) (22977 727)
Current habitios [1399725) [11652258)

(24 823 801) (24 132 95E)

Met expense recagnised in the statament of Tinancial parormance

Current sernvice cost 1 T4A8 584 1 554 H&TY
Irierest coot 217531 2040072
Aciuaral [gains) ksses 2077 T3y (1205 344
Expectad amplover banafit vesting {1166 225y (1 122650}

80 945 563 055

Hey assumptions used

Assumplions used ol the reporting date;

Dizcount rates used 8.52 4% £.60 %
Gengral salary infstion rate fide G 725 %
Met aHactive dizcount rata 205 % 1.26 %
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17, Ungpent conditional grante and receipts
Unepent conditional grants and receipts comprizes of:
Unespent canditional grante and racoipts
Municipel fragiricture Grant TEGE I3 5
fdunicipal Spziems Infrastructure Grant - 173815
Livrary Srant WAR 693 541 112
[repartment of Water Affairs Grant - 2 636 262
Firarce Managament Grant SR 000 -
EPWF Grant 116 2685
DIAE Carans A1B 840 -
MWIG Grart - 3723081
Housing Granl - 1672243
REBIG Grant 0622 18 =
ACIP Grant 281 07D 281070
Rural Houging Infreetructure Grant 7D TO
Water Services Infaatruciure Grani 3 950 ZBO -
18 452 565 B511 218
1B, Provisicns
Reconcillation of provisions - 2017
Opening Change in  Reduction dus Taotal
Balance discoumnt to re-
factor measurement
Pravizien far rehablltatizn of landfil stes 9 BB G50 441 181 {5431 733)  48TDATY
Reconeliatiaon of provisions - 2016
Dpening Change in - Reduction dus Todal
Balanze diseount to ro-
factor measurement
Enviranmentsl rzhakiitation 10767 822 (H0E P63 - D BRD BER

The murcpality hae an slizaton to rahaciitats the landfll sites of G2 Segoayana

The envrormental rehskilitation provision represents e astimated cozis to i=habiltate and close sxisfiing waste andifill
zites, The provision s recognised at the pressnt value of tha expend ture expacted to satile ha obligation.

The valuatan of the lanafill site provigion was dane by EMS Advisory |Pry] Lid, & compary which specializes in
infrastructure mainenancs and srwirenmenial consuitancy semvices to municipaiities and the profesional valuator on the
project wag Daiel Benjamin Grobler, a member of the South Afiican Councl for the Property Valuers Profession, with

axtensive exgenance and expartizs relevant far this pe of work,

Tha ftura value of e renaolstaton of andiil sites obligation was caloulated by inflaticg the non-current cost o an

esfirated future costwhich is then discounted to present value. Inferest rate used s 9965,
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18, Provisions [continued|
Key assumpticns

Total Landill Area

Remaining Sita Life as at 20 Jure 2017

The applicable discount rate (which is the rate specifically
asgaclated with the gk of the cash fow Being decountsd) miseant
cazn lows in 2017

Costs i respect of

Dernoliton zteel buildings & structurss

sOmencast rabab & fral voids

«Renabilization of owerourden & spalls

‘Rehabilitation, procesaing waste deposits & svaporation ponds
sOipencast rababiitalion & final voids

18, Revaluafion reserve

Opaning balance
Changs during the year

B0.0000 m?
Acproeamasaly 17 years

8,95% (based an Govemment Bond yield rate of

4 .41% and an Adjustment for risk

of 55%]

Based on mastar rates publshed by the
Government of Department of Minsral & Enargy

Revalugtion reserve belance s a8 a result o the gaing in the fair value of land hald by tha municipality.

0. Revenus

Salke of stands

Senvice charges

renizl o facilities

Interest received on outstanding receivables
Licences and parmifs

Other revanue

Interest Freesimart

Property rates

Giovernment grants & subsdies
Pubic conirbullors and donations
Firas, penakbes and fofats

The amourt includad in revenue arising from exchanges of goods or
services are ag follows:

Sake of elands

Samits charas

Rental of facilifies

Interast on cutstanding receivanles

Licarnces and pommits

Qiher revanus

Intarest on investiments
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16185 200 20837415

[343 BB4) (G652 116

14 835415 15 185 299
5 618 B35 3 244 50T
122 750 46 07 B4 473
1825047 TAR9TL
5001 B32 5016314
5 050 505 4 510550
14 932 527 A TE0 092
176 025 1033 338
5 E50H13 21171 B30
223228687 220483410
= ln e B 217 39
B 734 846 2 168 435
425 312843 386165 2VE
518535 B 244 507
122 759 548 97 545473
1 528 01 FEER T
5 501 282 2015 214
& Del BOG 4 810 550
14 852 =47 5 7E0 0e2
176 099 1033 338
156 306 1056 124144 147
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20. Rovenue [confinued}
The amount included in revenue ariging from non-exchange transactions is
as fiollows:
Taxation rovanuo
Froperty rates 36 260 313 31171 638
Transfer revenus
Govarnment grants & subaidies 226 228557 120463410
Publie conlributions and donations B 022 S217 628
Finza, Penaliize and Foreits 9 T3z 848 2 6B 435
Te M7 Fal 26202114
21. Semrvice charges
Seweer lavied 15133882 13 746 966
Sale of gleciriciy B2 Ooizaia Al TR BT
Sale of waler 17 472 738 10 641 4268
Fafuse rermovsl 721120 7383 588
Mewe connectiona and adminstratan fees 218 383 5 B5E
122 7O 548 97 545 472
22. Rental of facllities
Fremizes
FPramisas 1 B2E Ca TA3 073
23, Proporty ratog
FRates lovied
Property ratas avied 37 656 861 X2 5FT A2
Less; Income forgone {1408 548 {1 806 E24
36 250 313 31171 838
Waluations
Residantial 2 770 047 308 2 444 728 500
Commercial BS54 5BE 70O 1 0dd 7% 700
Slal= T8 234 000 53 358 000
Muricipal 133 227 800 121 584 400
Agriculture 1811082000 1 817 103 Q00
Inchustrizl 166 216 500 218 260 500
Othet = 352 &0
5 233 595 300 5 BGE 106 700

Valualians e land zrd bulldirgs are periammed svery 4 years, The las! general valuation came inte effsct on 1 July 2014
Interim valuations are procascad an an annual basls 1o take into aczourt changes in individual proparly valuas dus to the

impact of alkeratians subdnisions and consalidations.
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24, Government grants and subsidies realizod

Operating grants
Equitabile shars 17412 722 109 444 000
Library Grant 1 BOC 518 1 401 B&R
Dapt of Water Affairs Grant (OWAF) . 14 263 TaE
Finenca Managament Grant [FME) 1712000 1675000
Exparced Pubdic Warks Program Grant (EPWP) 05 B34 1047 3B
Dapartment of Minarals and Ensroy Grant [DME) 1181 030 1 500 000

{22106 1BE 1130 031 941
Capiial grants
Murizipal Infrastructure Grant (PIG) 43 B27 BEY 52 195 000
Municpal Water Infrastruciume Grant (WG] - 23 98D 035
Mumicipal Systans Infrasincture Grant (M S1G) = THG1BS
Rural Bullk Infrastructure Grart (R EIG} 7 644 085 13 481 254
Wuater Services Infrastrociure Grant (VWEI5) 51 848 T20 -

103 122 372 a0 431 A7E

P26 226 55T 220463419

Conditional and Lnconditional
Included in zbove are the following grarts and subsidies received and or spent:

Conditicral grants received 125 508 149 122 602 404
Unzonditional grants recsived 117 412 T22 108 444 030

243 D18 BT 232142 908

Eguitable Shara

Intarms of sacton 227 of tha Conatitution, this grant iz uzed to =rable the municipality to provice pasic sarvices and
perform functions allocaled to it The Eguitable Share Grant also provides funding to the municipality to deliver frae basic
cgndces to poor households and to subsidise coste of administraton and ethar core services of the municipality. The arant
is realised in full upon receipt.

Matanal Treazury haa uasd the 2016 pre-suditad Annual Financial Statements to update the urgpent conditional granls
datased for the 20151 6 fnancial yeer Nalioral Treasury vaed the Saction 71 repart far the fourth quarter of 201616 to
detarmine the amolrt 1o be surrandarad to the Matonal Reserve Fund.

hational Tresaury concluded that an amount of RE.4 million remains unspant and should be repard to the Nationsl
Ravenue Fund.

Municipal Infrastructure Grant

Balanze unspent at ceginning of year - 5 24 Ba5
Clrrent-year receipls 51621000 52185000
Conditizns mat - transfarrad o euenua (43527 6AT| (%2195 000)
Other - (5 B24B4a85)

TES3 313 -

Corditions still fo be met = remans a liaciky =d irduded ounder Unspert Conditicnal Grarts.
The grant is rainly vsad e fund infrastructurs relsted projccts (manly oz part of e service deliveryy, Capiialized proecis

fundad by this grant are included in property, plant ard eouipment whilst the unspent portion of the grantis included in
currant lakilbes.
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24, Government grants and subsidles realised (continued)
Munizipal Syeteme Infrastructura Grant
Balance unspent st beginning of yesr 173815 F3R 618
240 000

Cument-ysar mosipts -
Conditions met - tranehersd 1o revenuea [173 B1E)} (V65 183
: (538 618}

Amaunts with held
L 173 815

The purpose of the grant is to sssist municipalities to perom thair functions and stabilise mstitutioral and govemence
ayatems as requered in the Municpal Systems Act and related legislation,

Library Grant
Balzrnce unspent at baginning of paar a1 112 -
Current=year receiots 2208 000 1843 000
Conditions met - ransferrad o rasanue (1 800 51%) (1401 BAR)

045 593 s41 112

Conditiens =till to be met - remans a lablty and included under Unspent Conditianal Grants,
The purposs is o fund eapital projects and meintenance of liorary facilities the communily.

Cepartment of Water Affalrs (DWAF)

2 538 282

Balants unspact al baginning of pesr -
17 600 000

Current-vear receits -
Condifions mal - fransfarmsd (o reuenue = [14 863 736
Amcunts withhald {2 535 231) -

- 2536 262

The purpose of the grant is fo facilifzte tbe clanring, scceleration end implementation of varicus projects that vill ensure
wrater supply to communites idertfied as rot recening a kasic water cupply sarvice,

Finznce Management Grant (FING|

1510000 1 675000

current-yaar raceipts
Conciiionz met - transferred to revenus (1 712 C00) (1675 DDJ)
986 0C0 -

Conditions still to be met - remains 2 lability and induded under Unspent Concltionsl Geants

The purpose of the grant is to promotz and supeart reforms in francial management by building capacity in municipelities
to mplemant the Municipal Finance Management Act

Expanded Public Works Program (EPWP)

Balanos unspznt al beginning of year 2685 -
Current-year rece pts 1 OO DA 1060020
Corditiors mei - transferned Lo revenug {569 B84) (1047 316)
Amounts withhzld (2 685) z
116 2685

Concttions still to be met - remaing a liability and included under Unspent Conditional Grants,
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24, Government grare and subszidies realisod (continuad)

The purpose of the Qrart i W incentives municipalities 1 expand wors creation affons through the use of Bhour intensive
delivery methods in tbe identfied focuz areas, in compliance with EPWP gudalinze.

Cepartment of Minerale and Enorgy (DME)

Cument-year receipta 2000000 1 &0 000
Condilions met - ransiered 1o revenue 181080y 41 500 0G0
318 840 -

Condtions still to be met - remaine a Babdity and included under Unepent Conditional Grants.

Municipal Water Infrastructire Grant (MWIG)

Balanee unspent at baginning of year 3 T35 G051 =
Curreni-year recepts - AT73000
Coenditions met - translemsd 1o revenue (3TZIEG1 {23 965 039)

3723961

The purposa of the grant ie 1o faclitate the planning, acceleration and implemantstion of various projacic thal wil ensure
availakility of water to the community.

Rural Houslng Grant

Babanes unspent at beginning of year 1672 243 {184 428
Curent-yazr race itz - 4 A36 396
Condifions met - transferrad to ravanus (1 672243) (4348 531}

. 1 672243

Regional Bulk Infrastructure Grant (RBIG)

Balance unspent a1 beginning of year . 135243

Current-year receipts 12 157 149 13 345011

Condifions met - ransfernred to revenue (7 544 S65) (13 481 254)
4 572 184 -

Conditions still to ba met - ramains 2 1abiity and includad urdar Unspant Cenaitiora| Grants

The purpose of the grant is to facilitatz the planning acceleration and implementation of various projects that will ensurs
avallabiity of water to the community.

ACIP Water Grant

Balance unspant al baginning of yaar 261 070 261070

Conditions still to b2 met « remains 2 lahility and includ=d under Unspant Conditional Grants.

The purposa of the grant is to facibizte the planning, accelerstion and implementation of various projects that will ensure
avaiabilty of watsr to the communiy.
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24, Covernment grants and subsidies realisad (continued)
Allocationa in kind
Rural Household Infrastruciure Grant . 5000000
Imergrated Nation# Elzctrification Programme {Eskom) 74408 000 65611 000
runicical System Infrastruciurg Grant 787 DOJ -

74408000 73611000

The following amounts were allocations in kind as per DORA Bill 5 of 2014, An allocation in kind is money allocsied for
spending by a naticnal deparnment on behall of a province. local government or 2 muricipality. National Treasury allocated
funds to Gasegonyana area to build infrastructurs. Tha municipality doaea not hawve control over the Infrastructure. The
danated income andlor assets heeof are not inciuded in the municipality's Statemsnt of Finardial Position and Statemert
of Financal Padformance.

Rural Housing Infrastructure Devalopment

Balance unspant at baginning of year 70 70

Condtinns still to be met - remairs a liabiity and included under Unspent Conditional Grants
The purpose of this grant 18 to provide houses for the rural communites.

Water Services Infrastructure Grant (WSIC)

Current-year recaipls 55 800 C00 -
Cendtions met - transfemad to ravenve (51 849 720) -
3 950 280

Conditiens still ta be met - remairs a lability and ingudes unger Unspant Congitional Grants.

The purpoaa of tha grant = 1o faclitate the planting, secalarstion and implementstion of varicus projects that will ensurs
Availability of water (o he commurity.

25, Public confributions and donations

FPublic donatkns B9 022 B7E36
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25. Employce rolated costa

Besic

Comimis50rs

Bonus

Wedical aid - company coninbuticrs
LIF

LeaveBonus Provision

Employae bapellt obligatonsg

ZETA

Diefined contrioution clans

Trawal, motor car, accamrnocstion, subsistenca and other alkowanoes
Owertime payments

Long-sand ca awerms

Acting sllowances

Housing benefits and sllowances
Induatrial Counsl Centributions
Stanchy Allowance

Telepnong Allowanca

Group Insurence

Crther Allcwanoss

Termnation benefds

Remuneration of Municipal Manager

annual Femuneralion
Car Allowanca
Contributiors ta LMF

Remunarat on of €hief Finance Cfficer

Annual Remunaraticn
Car Allowarce
Centributizns o UIF

Remuneration of Chief Finance Officer : Kaglso Noke:
Annuzl Remuneration

Car Allowance

Cantribution to UIF

Orthar contributiana

Remuneration of Chiel Finance Offlcer : Tshegofatso Jarvis
Acting Allowanca

Remureration of Chief Finance Officar : Tafita Sohloha
Acting Allowan o=
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§3 475 L4508 B8 G040 128
- 1700 454

4 A5E BTE 87T TER
481260 4 386 bE2
531 0BG 488 123
Vi gog 1843083
1743 54 1 E&4 BET
B854 065 TGS A48
DETT 65D 8002 144
7 80T 045 2 ERA 020
b 269621 5 229 0D

a5 821 THI 58
1133 323 504 428
2735108 2709470

27 BA8 16452

SrhE1E 506 448
T3 118 295622
1638530 1 486401
56533 THT 584

1333 48R 1 Q7B 95T

103 870213 53141 5

1192 660 1013109
162 000 TR BOE
1785 1872

1356 4458 11497 588

- AAT 413
113 137
- 1572

£02422

74 528 5
16 00 -
148 -
a3 -

20 551

200 SEZ =
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26. Employes related costs (continued)
Remuneration of the Manager: Community Services
Annuzl Remunzration BOG 9T E80 843
Car Allowsance 83002 0G5 487
Acting alowanes (Municigal Manager) & 304 2
Contributians to LIF, Medical and Penaion Funds 185 359 171 100
1 021 884 B5E 430
Femuneration of the Manager: Corporate Support Services
Annuzl Remunzsration G7E 324 772 BBE
Gar Allewance 167 184 183 671
Acting alowance Municipal Managen 122 308 -
Contricutions to LAF 1788 1872
1 287 501 250 431
Remuneration of the Manager. Technlzal Services
Annuzl Remuneration 1 00385 027 377 538
Car Allowance 4B 000 21425
Acting allewanca (Municipal Manager) o4 365 =
Contrioutions to UIF 1 FES Td4
1 138 157 309 708
27. Remuneration of councillers
[=var 538210 TB1 685
Couciinms B 8449 383 B 207 578
Speaker 27 724 G238 457
7615 287 T BT 627

In-kind benefits

The Weavar and Speaker are both full<ima councilors of the municipality. Each iz provided with an offiee and secretarial

zuppart at tha cost of the Council

The Wayor and Speaker each have the usa of separate Council owned vehicles and ars provided with a diver for official

dutias,
28, Depreciation and amortieation

Proparty, plant and aouipmeant
Intanqible sssets

29, Impairment of assels

Impairmeants
Proparly, plant and aguipment
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30 Finance ¢osts
Fair value adusiments; Motional interest 435 808 173 EHES
Otrer rterast paid 2276 GHE 5 300 652
2763 397 5 4B 60T
. Provisions
Otver provisions 15370161 A2 &682 0BT
32, Repaire and maintenance
Sendca providers 1B B2B 465 30532 TEE
haterials 70045 7T 488
18 687 311 30610 250
33. Bulk purchagce
Elaztricty Td 468 551 A& 307 3Th
Wiaber 21682678 20300 944
958 152 230 BABIT 322
The municipalty apeointan Ssdineng to administer the production of water. Water bulk purchases are included in gerers
expanses dus fo the nature af the municipalty's contract with Sedibeng,
34, Contracted sorvieos

Clzaning sarvices - 212834
Specialist Services 2 H1E 488 2198175
Security Eervices 5 606 42 5456810

8 421 as0 B 837 318
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35, General expenses
Bdverbsing 7o 249 9B 558
Auditors remureration f 475 53 3899 535
EBank charges 1146 254 A1 230
Claaning B2 455 125 250
Computar axpanaes 225412 198 935
Consulting and professioral fzes 12640928 9335377
WIF Lailets 14 TDOTR4 12 384 208
Entertainmant 232 481 215 804
Flowars 400 1 800
Animal Coets - 6113
Hire 2 0B85 510 1 085640
Insurancs & 440 375 B0 A
Community devalopment and training 2 520 534 IEVT B
Magazings, books 2nd perizdicals 58 530 15 296
Pestege and courier 616 646 454 GEE
Frinting and slaliorery 235 228 400 452
Royaffies and licenea fass 51 423 A8 108
Subscriptions and membership 2es 1612158 1093672
Telachona and fax 418 020 10683182
Treinng 117 0&1 385 TE
Trawel - locsl 1 554 926 2215040
Electrizity 1 425 781 1811 288
Waluston cosls 187 608 1660352
Fafrashments 2232 1721
Ceesd of land acdd 2 79E 322 2 685 722
Town planning and rRzonirg To1823 1 583 043
Trafiic Services 2 008 56D 014158
Froject maragement coels 1074 FED 1535204
Grants & subsidies paid 337 75 1 800 D32
FOF Housas 4018 245 o
Wizter quakly manzagement expanies 23F 351 55 Tha
Chemals 3 Een 19 G54
Canvention bursau 26009 41 455
Hoztel chargas &1 01 2z 520
Sundry expenses 4125 285 G182 2N

71190 5322 63 094 B50
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36, Gash generated from eperations
Surplus 37 502 200 22987128
Adjustments for:
Deprecistion and amatizaticn 51 747 773 A8 AT8 100
Gain on sale of assats and labdbes az0 923 16451
Irpairmant defiei 16641 727 1428 044
Ot impairment 41 BOT 154 12 882 0497
T avamarts In relirement henefit azess =nd liabilites 630 245 063 8465
Mowermnenta in provisions [4 D00 582 (006 G53)
Dther non-cash Hems (348 BB3) 42108465
Changes in working capital:
Inventariss 15 BI85 422 B 45 431
consumer deblors (14 T18 584) [& 168 T23)
Oher recaivables from ron=sxchangs tansacticns (12488 458) 41805160
Fayahias from exchanos rEnsacions 1763226 {60 050 008)
AT (B 027110y 14215 531
Unspert canditonal grans and rece pts 35081 344 20067 274
L anaumar daposaitz AvA a2 781 583

101 163306 114 B33 864

37, Commitments
Authorized capital expenditure

Already contracted for but net provided for
. Froperty, plart 2nd equipment 21 8BRS 107 70581 227

Total capital commitments
Alraady contracted for bui not provided for 21 858 1007 T A1 227

Total commitments

Total commiiments
Authorised capial experditura 21838107 TO 301 227

This committed expenditure relates to plant ard sguiomeant and will be financed by unspert arants rolled evar as par
conditions of Divizion Revenugs At 25 wall ag accumulated surplus.
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3E. Contingent Liabilities

The murizgality had the IUGaN1 cases hat could resul In e following cortngent liatiities being payalle @& al year and

Suliman Attarmays

Wan Rooven

Edward hefang

Legal coinion (Mamala M L)

Review IMATU oha ML Momgela

OJM Enginesrs

Public Lisbility claim: BMHA2ZGMNGICDEITENC
Publiz Lizbility: J Keailori - Bodulang

Public Lisbility: JJ Erasrmus

Fubliz Lisbilty: APC Botes

Public Lizbility; PE Van der Maree

Public Lizbility: By 08RNE

Public Lisbelity: BYR212MNC

Public Lizbility; G5 Kies

Public Lisbility: Damaga tyre at Tasting Statian

Wirznchville llegal accuzants porticn ERF 1 (ERF 5702)

Pubiic hzblity claim @ W Markrzm

P ubdic hability: BYGROVNG

Pubdic Ligkility: Cameage to well- Kerk Sireet
P ubdic Ligkility: Injury ¥ Maniping

Pubdic kabdity: CRJB2SNS

Fubdic Ligkility: CMMBZTRE
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250 007 250900
&5 003 G5 Qo0
28 D4 28044
150 000 150 D40
250 000 250 0aC
20357 20 357
3750 3T7AD
37 DA 37 058
12 B52 12 651
14 750 14 750
12 281 12 2681
10 024 10064
36541 3B 41
3ET0 -
B0 000 -
17 853 -
40 224
10755 =
105 -
3418 %
6 800 =
1 924 201 1040 506
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36, Related parties

Ralztionghips

Conciller NG Thupazmang Bafumahad| khumo Enterprise and Frojects - Dirsctar
Mireatshwara Thipa Ka He Bagalkeng Prrmary Go-
operative Limied - Director
Citzwarnmung kincral Bescurces Consamium -
Directar

Courclior 8.6 Blozm Bomme-saje Services and Supply Co.oparative
Limited

Courtiller E.B Madise Bomme-seje Services and Supply Co-eperative
Limited

Counziller 5.C Azsagaai Bomme-sejo Seivices & Supply Co-operative
Lirnited - Directer
Gadkgadi - Diractor
Balf-Propalied Trading and Projacts - Direcior

Corporate Admin Manager - MR Tsalsimps Kurara FK Radio Station - Direcior

Marager Community Services - P.J Sampsen Kimaiea Business Soluticns - Directar

Chief Financial Dfficar Kagsoe Moke FEAYM Projects - Diracior

Cowncllor: YWALS Aucamp Tau Aggrecate - Directar
Spacira Miring Sclutions - Directar

Cooumeilor: &N Mrtoyadss hazaweng & Dipod’ Frimary Go-operative Limited -
Diractar

Councilor: K.B Selaps Baflharos Sound Hirs - Director

Tlatlarang Catering - Dirsctor
Bomme-Seje Services and Supply Co-cperatve
Limited - Director

Courgiller: N.G Naesi hghty Metals - Dirgctor
Gamaoiinges Invesiment Holdinga - Direclors
Ditukus Project - Direchar
Ballhars Le Bathping Miring Sclutions - Dirsctor

Concilor: G.M Masagsela EBoka Resounes - Dingctor

Counsillor: 0.0 Mathioe Momiza Entarprizs - Dirsctor

CourzilzaT WG Reetsang Leticlie Lame Trading and Projscts - Direclor
Councillor: MUP Galebos FES Trasing - Directer

There were no tranesctons with relsted paries excapt whene ndicsted uncer relatad parly transactions Delow,

2017 2018
R R
Related party tramsactions

GCompensation of related parties

R Meyars (Wila o Counclion T.E. Mayers) 241297 218 475
E. Thankane (Couan fo Councillar P0G Magatls) 132 068 7E 347
M. Rayn [Husband to Councllor S.M. Reyn} 122 063 120 G2
5, Ski (Daughtsr to Ceunclllar K.G Thupaamang) 238 450 226 205
D, Eilerd (Cousin to Counilkar A Brink) - 345 118
0. Bagel (Brcthar io Councillor L2 Rapstansd) 334 175 A0 537
Relatod party trangactions during the year

Kurara FM (advertizement) 2700 2e80
Wimpoisa Busiess Connection 265 00D -
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39, Related parties (continued)

Relatad party transactions
Relatad party transactions - Management 2017 2017 2016 2016
Transactions Balance as al Transactions Balance as at
for the year yoar end for the year year end
Jarvis TB - Deputy CFO 6297 616 10348 (40}
Pula RC - Lezel and Comcliznce Manager 3537 (6 CO1) 683 6a3
Sampson K - Cemmunily Servicas Cirector - - 8890 837
Smith H.J - Technical Sarvices Diractor 5733 482 2 541 675
Teatsimpe M - Corporate Servicas Diractor 11020 1346 4 395 |620)
Mabzjanz | - Daguty Commurity Services - Dirgciar 42701 9382 23 453 4372
69278 5825 48 318 5879

40, Rizk managoment
Financial riek management
Liquidity risk

The muricipalty's risk to liquidity is 2 rasult of the funds available to covar future commitments. The municipality manages
liquidity risk through an ongeing raview of future commitments and credit facites

Credit risk

Credi risk consists mainly of cash depasits, cash equivalents, and accounts receivable. The municipalty only depes its
cash with major banks with high quality cradit standng and imits exposure to any ona counter-party. Trade r=ceivables
comarise a widespread customer bass, Management evaluates credit nizk relating to these customers on an ongoing basie.
14 customers are independantly rated, these ratngs ars used. Cthenaisa, if there is no indspendent ratng, risk control
aesesses the oredit qualdy of the group of custemars, taking into accocunt ther finanzial peeition, past axperiencs ard cthar
faciors

Finencial assels exposed fo credit risk at year end were as fliows:

Financlal Instrument 30 June 2017 30 June 2016
Rocavables frem exchange transaclions 20300105 20951712
Reczivables frem nen exchancze 24 232 391 17 453 883
Cash and cash ezuivalents and bank overdraft 290123 522387
VAT recevable 22 025 161 15 958 051

Markot risk

Interost rate risk
The municipality's ntersst rate risk arises from long-erm barrowings. Borrowings issued st variatie ratas axpose tha
municpakty to cach flow nterast rata nsk. Borrowings issued at fixed rales expose e municipalty to fair value inferes!
rale risk.

41, Going concern
The Arnual financial statements have been preparad on the basis of aotounting palicies applicable 1o a going concarn
This basis presumes that ihe municipality will contnus to recsive grants from Netonal and Pravincial Govarnments as wel
as cantinus to levy rates and chare far senvices provided to consumers, The proceeds are presumed to be available to
finance future oserstione and that the realization of assets and settlement of liabibtias, contingant obilgations and
commitrmants wil accur in the ordinary courss of cusiness.
The following indicators have a regative outleck on the going concarn of the murscpality:.

- Current ligbilmes excesd currant assats by H (35 738 234)
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4.

42

Going concem (continued|

- Creditors days in 2017 are 212 and in 2016 are 130

- Debtore daye n 2017 are 182 and n 2016 are 176

Despite the atove negatya Indicators, the municipality is = going concarm bacausa of the following:

It 1z a state entity s=t up hy the Constiluion of he Republic of South Africa 10 provide basic services to the comrunity and
2 also funded by the state for that purpoee, Failure 1o provide these servicss will promet Natonal Government intenvention
10 ensure it stays funztional ans able o deliver basic s2nices and conssouently compliance with the Constitution

Urder the DORA Act (Division of Revenus Bil - Bill Published In Govermment Gazette No. 40610 of 10 February 2017
the municipality has baan allocated the liowing furds for tha years 2017118 10 2019/20.

2017118 2018119 2018/20 Total
Equitable Share 129 580 141821 162 362 423563
Otner 196 505 186 506 186G 505 589 515

226 086 338126 348 867 1013078

There is no indication of a pozsibiity of default by the governmant In paying grants uncer the act. This is also corroborated
by exparence whera National Treasury has met s obdigations year on y=ar and has therefore created a constnuctve
shligation. Pari of the grants tabled above has already been paid in July 2017,

In addition. the muwicpalty collects revenue for services rendered and this will augment their cesh tlows in suceequent
years

2097 2016
R R

Unauthorised expenditure

Unauthorised expanditure 203756772 166669334
Current year a5 754 314 37 083433

239513086 203758772

Prior period error

Heading Previously Correctionof  Column Column Restated
reported srror hoeading heading
Irregular expenditure 63616251 180676057 - - 244202 408
45, Fruitiess and wasteful expenditure

Opering balanca{ 2017. 2015-as Previously reporied) 1 308 843 774418
Adpustment - (22 730)
Restated openng balance 1 306 643 744 538
Fruiflass and wasteful expenditurs 2 846 932 562 006

3963 575 1 306 543

The expenditure is caused by overduo accourt of Eskom, Telkom as well as panaltiss fram SARS for late payment of
faxe=s
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44, lregiular expenditure

Opening balance 247 A8T7 BBF 180048 81T
Agd; Ireguiar Exparditune - curmsnt year ZA004423 57 355070

275392310 24T 3BT 88T

Prior year crror
Heading Previously Correcticn of  Restated
reporied BITor
Iregular expendiiure B3 616 357  1BDEFGOSTF 244 292 405

A amaunt of F180 675 057 was praviously distosad as condoned by Council Thig has now Daen reversed as Counc
does nat have parmmission fo condons rregular sxsendilure. The amounts will be investiaated in the next inancial yeer and
than subritied to Mational Trazsury to make 3 dacsion on condanamant

The smaunt disclased for iregulzr axpanditone for the repartzd financis! vears is mainky @ a result of the folowing
reasans:
+  Goods and sarvices with a transaction value of below [ 200 000 were procured wilhoul obtaining the required arics
guotationa s required by SCM regulatich 17(a) and [¢), SomMa expanditures were paid using pro-forma inwclces
»  Gid specfications nol drafied by bid specfication commitoe prior to 201 52018, however Did spacification com mittas was
Fopoirtsd during 201516,
+  The emeunts arg however under investigation by Municipal Puglic Accounts Cemmittae a2 a result at the reporting dats it
was not clear about the wibesoff or recowsry
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45. Deviations
Description Manth Guccesstul Ona
Bldder! Cuotation
Suppher
Izl instances onky ofe ouelstion could be ootained, where In two a0 Beplembararious od 052
cccasians the Speaker's car hed to undergo the milsage sarvices and 2016 suppiers
mechanical rapairs hence only the car manufacturer can oo ths services,
In the ochar ingtanca the cherry picker Bad te ke strigped 1o find faul and
thereafler be quoted.
The bulk of the amount was dus to frng the pewsr line that got darmaced 31 Detocber  Varicus 1339474
2o a result of natural forces, Furthermore, oiher costs wera as a rasull of 2ma suppliers
strip and quaote, which dictatas that the supplier dagnosa faulte first and
thereafler fix the problem ind=rtified.
The bulk of the amount was dus ta fidng the power line that got damaged 30 Novambar Varicus ¥B 852
e 3 rasuft of natural forces. Furthanmare, alber cosls ware as a result of an el suppliars
strip and quote, which dictates that the supsler degnosa fauka firet and
thereafler fx the problem indsnlified.
& =ubstental amourt of the devistion was as result of the emarasnoy 3 December Various 375 356
regponse, wherns the power station had burnband | halt the town without 2014 suppliars
electnoty. Others were 25 a result of alrip and quota
Oy b daviatiors fer the menth, where strip and quote had a major 31 January  Warious 152 235
contrioution, and the other was the car services (mileage) and only one 2017 suppliers
supplier coulz provide this senvice,
The buk of tha dendations was 8 result of strip and quots, whera e 28 February  Various 120 751
suppliars first dizgnoze the fault and thersatter o the identified prablem, 07 SUpEIes
The bul of tha desiated armount wae dus to using one eupplisr, where the A1 Marsh Various 325 3489
fault on e HT reticu lzbion system had to be fourd ard fixed, Cthers wers 2017 supplisrs
dua 1o sinp 2nd quote, where only one quolabion could be sourced
The deviation fom the nommal processes was as 8 result of only ebtaining 20 ARl 217 Yarious g3 637
ohe guatation, In ona metance was a paymant of tha lisense and senace supplisrs
fm= of the system used & traflic depariment. The ofter one was the
mizintenaee of the testing maching atihe trafic departrment.
Extension of the axisting warks, transfarring of tha proparies (ERF &6 31 May 2017 KBVS 14 727
Mathibistad Unit 1 and ERF 433 Mothicisiad). Altomeys
1 344 568
2017 2016
R R
46, Additional disclosure in terms of Municipal FInance Management Act
Contributions 1o organizad loczal government
Current year sucecnption / fee 28 401 52182
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48, Additional disclosure in terma of Municipal Finance Management Agt {eontinued)

Bulk Electricity and water Losses Interms of section 125 (2){d)(i} of the MFMA

20 June 2017 Last Linits Tanft Valug
Unzceouned eleciziy osses 1B 166 042 0,95 T EeT Vg
30 June 2018

Unacoounted eleciicty Icesas 6072377 0.0 4 8E5 1393
Yolume in K¥YWH'year a0 Jume 2017 30 June 2016
Systam nput Yaolums TAGOD A4 TE 400 266
Bilzd Conzumation G0 484 242 Tia24 421
Dristribution Loss 18415 042 EO72 377
Parcentaga Disinbution Loss (%) 23,05% 6.5%

30 June 2047 Lest units Tamif Valua
Unaccownied for waler losses 3310611 5,00 6 553055

30 June 20M6

Unacoounied for water losses 2 399 625 4,33 0380 376 25
Vaolume in Klyzar A Jure 217 30 .Juna 2018
Systam [nput Volume 5075 302 4 GaT 422
Billed Consumption 1 TE4 531 2 28T 797
Distrioution Loss 33oen 2 399 625
Persentage Distrikution Loes [%) 65,23% 51 8%

Included in both water and electricity lbeses is the municipal own cansumption at various municipal faciitias.

2017 piHy L]
R R

s0OL

Current vear sucecrption / fee 810 551 BE0 D12
PAYE and UIF

Gurrent year subscrption / fee 13 Q56 445 12 553 &BG

Amourt paid - currant year (13 956 445) (12 52 £0E)
Peneign and Medical Aid Deductions

Gurent yaar subsenplion | fea IzeIngay 23221018

Amaurt paid - currset yaar (23620993 (2222701749
vaT

VAT receisable 22025184 16 998 061

VAT cutput payablas and VAT input receivables ara shown in note 3.

Al WeT raturns have been subsmittad by the due dete hroughout the yeer.
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46, Additional dizclosure in terms of Munizipal Finance Managemant Act (continuac)

Councillors® arresr congaumer accounta

Thez Fallawing Councllors had arrear azcounts outstanding for more than 90 days al 20 June 2017

30 June 2047

B.A Eiman
O.T Mpata
E.E Modisa
.G Aeseegaai
LR Helscn

3 June 2016

E.B hadize
F.F Bylevald
M.G Morozong
5.0 Ryan
5.0 Assegaai
M. Fol=lo
M.AP Brirk
T.5 Antheny
T.E Meyar

C Keisabie

Supply chaln managemant regulations

Outstanding Outstanding Tolal
less than 90 mors than 32 R
days days
R R

110 - 11
B = [ag A 191
7 1104 1123
37 2241 2278
154 214 366
1 401 B B&0 10 051

Cuistanding Owtstanding Total

leas than 90 more than 80 R
days days
R R

39 1416 1455
T4 - 24
1 19 20
Fa2 180 BEZ
] 1343 1av
2 B B3
4 008 26828 37823
& 106 113
2 BO0% 524
269 T 16 7 408
6784 36 504 43 358

In terms of saction 36 of the Municipal Supply Chaln Management Regulaiiors any dsviation from the Supply Chain

Managemani Falicy needs to be approved/condonad by the Accounting Officer and noted by Council. The expansss
incurred as listed hersuncer hawe been epproved by the Accounting Officer and have noted by Counocil. Furthermare,
maragement did ned note any matenial non-compliance with e Municieal Finanse Managameard A,
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47, Prior-year errcrz

Staterment of Financial Position

201e
Invanicriaa fl
Recenables fram nor-axchange 2
trahsacions
WAT recenaklz )

Racewzhles from exchenge frarsactions 4
Cash and cash gguivalkzntz

Inwastment property

Froperty, dant and equipment
Intangikle assats

Haritaga asesia

Loan recsivables

oo - O &N

Other inancizl labilitiss

Finarnce lease cbligation

Payables from exchengs trensacliona 9
Conzumer deposls

Employes cenafil chligations

Unsp=nt carditionsl grants and recaipis

Othasr financsl liakiltes
Finance le2a=e otligaton
Fmr.ls-g.'nn Fanafit mnligatiane
Frovisiens

HNeot asscts

Revaluation resarve
Accumulated surplus

10
"

Mote  As previously Correstion of Reclassificati  Restated
reported Brror an
21028723 15 2BDO0B1 GO0 000 a6 2U0 T
19 75T 400 (22034331 (5040083 12 485853
20489373 (12461323} - 1hEEE IR
21 7T CE6 (5 BES 437 H0a) 083 20851 712
532 357 - = 532 367
B2 576 935 (5 302 131) F801 000  SGATSROT
& 281 100 . & A 561 100
1046 584 859 112 118114 (9001 000) 1 148 212 060
538 6A2 45 281 - SR 243
7 E50 0Ok SBd2 - 1ERhELE
49 388 45 338) = =
1 066 184 38% 112118648 13901 0D0) 71 158 413 035
1148 771 327 105 B17 516 - 1264 682 E4Z
4 569 354 - 4 564 354
1276 17T - - 1278177
107 166 785 & BEE g3 - 07 045 6BE
3781084 A0 G326 - JEIT 4T
1185 215 : - 1155225
8411 218 2811 218
120 951 781 8 938 528 126 85T 403
19 192 514 - 19192 514
1921 968 - 1921988
I3 OTTIIT - IFETTTIT
9 860 555 o BED D5
63 953 184 - 63853 1838
174 804 569 5 935 528 = IR0 B4D 58T
o973 866 158 &9 981 8T - 1073748 245
20837 415 340 204 {6 002 000 15185 283
G953 028943 105 53¢ 003 - 1 058 562 945
073 B66 358 108 883 E&T {6 D02 O00) 1 073 Ta3 245
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Staterment of finanical performance

2016
Mote As previcusly Correction of Reclassificat Rostated
reported EFmor on
Sala of gtands 12 T 413 E9E B30 614 . 8244 50T
Semvice chargss 13 o8 B41 526 (1054 518y [41§35) GTB4E4T2
Hantal of facilites 14 974 #3 (1152 100y [4E 158) T33973
Interest on cutstanding recavaios 5016 214 . 5016214
Licences and permits 4 510 550 - - 4 510 550
Othar revenue 16 6376 289 204 D040 ap 793 G FENDE2
Interest on invesiments 1033338 - - 1033338
Total reverue from exchange 126 166 461 {2 022 304) - 1244447
transactions
Frapary rates 31171 634 - - a1 971 638
Govammant grants & subeidies 220463 473 - 2A0AGILNE
Fublic confrbuticrs and donatioas 8217639 - - 2217639
Finze, Penzltizs and Foraits 7 IEE 435 - - 2 168 435
Total revenue from non-exchange 262021 11 262021134
tramsactions
Total reverus J48 187 582 (2 022 304) 386 165 ITH
Employes related costs 16 {37473 47| (828 374) |95 141 521)
Remunaration of councllors [7 B3T 627 - (7 537 627)
Dopracsation and amortieation (A8 JaD a1 | 287 e [48 470 100)
Impaimment loss’ Reversal of [1 429 (45| - (1420 048)
Impairmans
Finange costs 17 (B 263 454) E2 17 834 032 (5 4BD BO7Y
Provisions 15 (10264 5423 2 3T S84 [12 652 097}
Hepairs and rmalntananss 14 (287032183 {15060967) - [3DB1D 250}
Eulk purchases 20 [GE &14 G032} (19169 {18782 544) (BB EI7 322)
Contractad sardces (8 BT 8149) - 4 (B 207 315
Gereral Exparaes 21 TAG03EID {2 440543) 18945512 (63 004 g650)
(35T 93T 055) {7 132 26T |365 0T 042)
Doficit for tha year 30 250 BIT {9 186 291) 11 085 238
Profittlozs on ciepoeal of asssts [16451) . 18451)
Acluarial gains 1008 342 - 1804 394
1891 893 - 1 897 593
Deficit for the year IZ142 420 (9155 291] = X2UET120
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Errors
During the ysar under revieaw, the follewng errors ware ldentfied for prior Annual Fnancial Staemeants.
Current Assete
1 Inveniory was undersialed by R15 288 061 because of land that was registered under the municipalty and not
recorded in the municipalities boeks. Land held for sake valued at RS 801 000 was reclassifizd from proparty, plant and
anuipment to inventory due 1o land being held for sale.
2 Receivables from nor-exchange ransaction, Sundry debtors were reclassiied to Recewables from exchenge
fransachong In addition, 2n amount of R2 263 433 was wiittan-cff due to the balances not being substaniiated. There
was a further reclazeification of RS 040 082 between Racaivacle from non-exchange to Recaivables from exchange
ransactions.
3 VAT r=ceivables was overstated in 1he prior year as t was not based on reasenablenees of accrued basis varsus
cash baels. The municipalty ogerates an acerual hasis of actounting and is registerad with SARS on a payment besis
for VAT purposss, The R13 461 222 adjustment was fo correct the error,
4  Recenvables from exchangs transactions; sundry debtors have bzen raclassitied from recalvatle from non-
exchange frarsactions, these debtors were overstated with regards to monthly billing, Furtharmare, sundry debtors that
could not be substantated have been wittan-off. The aocrual raceivale amounting to RS 856 437 has heen correctad
due to previous year error.
Non-current Assets
5 Prooerty, clant and equipment; the difference of R112 118 117 were due to incerract caleulalion of depreciation
The 2ccumulated decreciation was understatad; therefore. restatement was performed to correci the arrer. The ameunt
of R9 907 002 was raclassihad to rvantory due to land baing held for sale.
8  Intangble asssts wers restatad dus to the correction of accumulated deprecation as it was incorectly calculated.
7  Heritaga asset amounting fo RS 642 was reclassified from property, plant and eauipment.

8 Loan receivables not substentfiated bacause of legacy wsues, hag baeh written-off by council on the epacial
council meeting of 25082017

Current Liabiltles

8 Pavables from exchanoe transactions: Sales of stands, retentions and accrualz wara misstated by Hb 826 833,
The= mizstateme nt was adjusted Tor aooordingly.

Equity

10 Revalualion reserves: land was understeted by R345 884 this agjustment has been passed to corract the afrar A
furlkear RE Q02 000 ralating o transfer of land from Prozerty, plant and egquipment o Invertory resulting the
derccogntion of revalusken surplus.

11 Accumustod surplus was unoerstated by R108 534 003 a5 & result of all the prior year emar adjussed.

Raewvanue

12 Sales of stards were undersfated by READ 614 dus (o stands that wane not frensfered out of sales of stends
payablse after the property has baen transfamsd o 1ha seller as per ihe fite dead obained frem the deats ofice

13 Samice charges were overstated with am amount of B 254 818 this aror was aojustad accondingly.
Furthermare, other revenus amauntng to 41 525 waa reclassified out of semins charges.

14 Rental faclitizs were cverstated with a0 amount of B 192 100, this sror was sdjusted somordingly. Furlhemors,
utter revenue anodrting to R 158 was reclassified out of service charses.
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16 Offer revenus was rdersieted with an anount of R204 000 of properizs that were sub-divded. In addibon,
ameurts ol FBd1 635 and R4B 158 were reclassifed out of serdce charges and rental fad lities respectfidly,

Expendituras

16 Employes costwas understated by BE6E 37, This was due to accruals net eorrectly racoanised. Tha arror hsg
heen adjusted for.

17 Finance costwas adjusted by RE2 17 1due to interes] not consideed, Furthermens, an amourd of RE34 032 wes
raciassified to general epenses ag 1 did not fanm part of finance cost. The scoaunts that wen redassilied were rental
of modems and telephones.

18  Prowvizions were undsrstated with an amount of B2 217 654, thie was bacaves of ot billing the Barkhara
residence for sewerage facilities.

18  Repairs and maintenance was understated by R 905 967 dus fo accruals not considered. The balarce has been
reetataa o correct thie errar.

20 Bulk purchasss was underslated by R12 168 due 1o acoruals not considared, The balance has been restated to
zarrect this errar, Furthermora, R10 783 544 was raclassfied from Sanerzl expensz2e to Bulk BLICNASEE With respact 1o
ozt of rveniory sald, T

21 Gensral ewpenaes were understated by FL2 440 543 this understetament was dua to sudt faes not accrued for
ard cost of End sold was not considered. Fulthemmare, a0 amoont of R18 549 512 wes reclassifed to buk purchases
with tha sindficant porten beirg allocetad to bulk purchesss.
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48. Budget differences

Financial statement line item

STATEMENT OF FINANCIAL
PERFORMANCE

REVENUE

Revenue from exchange
transactions

Sale of stande

Rental of facilities

Other revenue

Interest on rnvestmonts

Revenue from non-oxchango
transactions

Government grants and subsidies
reclised

Publiz contributions and denatichs

Fires, Penalies and Farfeits

EXPENDITURE
Employee related cosls

Reference™ % Variance

Final
budgoat ve
Actual
amounts

1 52 54% The differance is dua

3 356,E%

4 -83.84%

5 T2%

7 645.75%

& 013%

327

Explanation of

material differences Approved

between Final
Budget vs Actual
amounts

to less sales of
stands sold than
budgeted.

The increase s as a
resuit of an
increased damand
for rental of faciltes
than axpectad.

The increase & due
to insurance claim
recaived far the
tumed down fbrary.
The decrease is dus
to less money being
invested in the call
eccount e a result
of the municipality
having cashfiow
issues.

The difference is due

to capital prroject
rolled over.
There were no

% Variance Explanation of

material

vs Final differences

budget between Approved
Budget and Final
Budgot amounts

B825% -

-2245% The adjustment was
made in order to
adjust for the
anticipalion of
inorease in demand
of renials. This
resulted in the
budget being
ovarsiatad,

9,49%

3.05%

-8,27%

0% -

donations budgeled

for on the arigina
budaat,

& rasult of an
increass in traffic

The difference is as

% -

fines billed compared

to the projacted
amauns.

The dfference was

0.12%

due to overime and
acting allowanoz that
w/are not budgsted
adequately
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48,

Budget differences {continued)

Remunerabion of councillors

Deprecizion and amoetisstion

Imogirment loss

Finanoce costs

Debt impairment

Repairs and mantarance

Bulk purchases

11

12

14

15

180.99%

100%

-10%

The budget is
consistent 1o the
actual ccet

Tre differencs was 0%
due fo changes in
ihe useful life of
assats that could not
be adequately
determinzd during
the budgeting
DIOCESS,

The ciffarence is due Ch%
lo the change in the
recovsrabie amounts
of the assets and
conduction of the
aseets assvssad
durng the physical
verfication. The
could not e
determined during
the budgeting
DroceEss.

The giffersnca in 0%
firance cosi s due to
underststament of
the budsetad finance
cost derived rom the
murrcicality e
firancizl labilities,
Eckem Interast was
not budgetsd for,
which resulted from
long cutetanding
debits,

-2828.21% The budgat didd not 0%

14.21%

-2B.97%
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take into account he
provision on
cutstanding destors.
This process was
cerformed after tha
tudget was finalised

Repairs and
maintenance was
ovar budgeted with
ths antizzpaticn that
mare repairs will be
parformed.

The budget did not 0%
taks into account the

buk purchases of

water reclassified

from ceneral

EXpEnsss

50,47%

The acjustment was
due e moving
S=dibeng water out
of repaire and into
generzl expensss,

The adjustment wes
dua 1o mewving of
Sedibang water
from repairs and
mantenance.
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48. Budget differences (continued)

contracied sevices 15 -20.45% This is a resuk of 0%
iess actual
expenditure on
contracted servicse
that anticioated. New
cansultants for
landfill ste wers
appolinted and ther
casts wars less than
the predecessor

Gainfless on disgosal of zesets 17 -359.475 The budgstdid not 0%
take rto account the
bumed down buikding
vath ceccurred afier
the bucket was
finalised.

Actuanial gainslasses 18 10C% Differences is due to 0%
actuznal
gans'ksses not
baing budgeled for

STATEMENT OF FINANCIAL

POSITION

ASSETS

Current Assets

Invantoriss 19 181.43% The budget did not 0%
tae into account the
transfer of land from
property, plant and
equpment, this land
1 classified as hald
for sale.

Recaivabies from non-axchange 20 1I080%  Sundry dectors has 2,58 -
transactions boen raclassified 1o
receivable from
exchange. The
budgst does not
account for the move
in this ragard.
VAT recavable z1 100% VAT repzivable was
not bLogeted for
Recavables from exchangs 22 56.06% The budpet was 16.24% The adjustment wa
tranzactions overstatedt. The to try o t=ke into
impairment on account moeirmen
consumar ceblors
was not taken into
account during the
budget as it s & non
manetary item
Caszh and nash eauivalens 23 244.29% Cash was undar 5368% Cash was under
budgetsas fer, dus fo budgeted for, due t
cashflon ississ, cazhflow issues.
Non-Current Assots

Intangible assats 24 586% Thedference is due -71,82% The budget was
1o amortisaion not adjsuted in ordar o
taken into account take into account a
during the budget as further subscnbtior
itis @ non <ash item for MECTA
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48. Budget differences (continued)
LIABILITIES

Current Liabilities
Finanoe laass odllgation

Payables from exchange fransactions

Consumer deposits

Unspert candtonal crants

Frovisions

Revaluation reservas

25

28

27

20

45.08%

249.48%

25.77%

10056

-101%

-100%
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The budget for
finance lsase was
#sove the actua due
to anticpation of news
leasas,

The budgat ciz not
take irto account the
accnuals
Theincrease is as a
result of more
consumer Ceposits
that were not
claimad for &s al
year end than
anticipated.

The increase & 8
resul of anincreass
I grants that ware
not epent as st year
end than anticipatad.
The budget did not
takc into account the
provision an
outstanding debtors.
This procass was
performed after the
budgst was fnafised.

%

100%

The budcet did not  100%

tare into account the
transfer of lard from
property, plant and
equipment, this land
ia clasetfisd as held
for sale. The
revaliaton rasene
for land transiersd
vias reversed oul of
revaluetion reserves,
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49, Finanzial inatruments disclosure
Categories of financial Instrumaonts

017

Financial asseis

At fair valug AL amortised Total

cost
Trade and other receivables from axchange transaclions - 17 F26 284 17 T26 284
Qthar racalvaiias ram ron-sxcharge fransactions - Z4BREEET 24 932 3N
Cash and cash squivalants 080 123 - GODq23

880 173 qF AGEGTS 43 643 THD

Financial liabilities

A1 fair value At amortised Tofal
cost
Qther Tnancial Bakilities - 21334 248 21 334 248
Trade and other peyakles from exchangs ransactions - 1ZABFREIT 120675017
Finarce lease chligalion = 4415 126 4 416 125
Coreumer deposiis - 4 202 438 4 202 438
Employes bensfit okligaiion 1398 725 - 1 366 720

1399725 154 628 740 155 028 455

2016

Financial assefs

At fair valuz At amoriised Total

cost
Trade and ather recevables from exchanga transactions - 18 163 200 12183 300
Cther racaivablas from non-exchange transactions - 124532853 12 433 a0
Gesh ard cash equivalents 32 3687 . b3z 357

531 36T 31827 153 32 158 560

Finaneial liabilities

At fair value At amarlised Tatal
cost
Other financial liakilities - 238614858 23 BE1 BE5
Trade and ather payallas from @xchanga frarsactions - 107045683 107 DdS 880
Firnance lzase abligation - 3200 765 3200 166

Consumer d=posit 3R27 747 3827 747
Emplrves benzfit oblig atizn 1166 225 - 1 185 225

1155225 137 935463 139 020 694
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