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VISION

Namakwa District Municipality, a centre of Excellence!

Mission Statement

We are a government institution legislatively mandated to stimulate economic and social transformation
within the jurisdiction of the Namakwa District Municipality by fostering partnerships with relevant
institutions to ensure sustainable development and proactive supporting and capacitating B-Municipalities.
We will be a transparent and accountable centre of excellence.



COAT OF ARMS

The new European shield shape was used.

The gold part in the shield refers to the predominantly arid area served by the District Municipality. The two
complaisant Springboks in the foot of the shield not only relates to the administrative seat, but also to the
large herds of this animal that were found in the district and also formed an important source of subsistence
for the San and Nama.

The waving striped beams shoes the importance of water in the area as well as the mountains in the
Hantam area. The 'Bitterbos gousblom' in the shield head in endemic to the region but also serves as
alternative for the sun, represented as an element in the shield.

The diamonds represents the natural earthly resources and rich minerals in the region. The arms bearers
are 'Dwergvarkies' of the Hantam region, and also appeared on the previous Hantam District Council coat |
of arms.

The crown resting on the shield is in the form of stones. This reflects a government that builds and work
together. The ribbon in which the motto appears is golden with wine red background and both depicts the
natural resources in the region.

The shield motto "llgai/Osib" is Nama for the word Prosperity.




CHAPTER 01

Executive Mayor Foreword

In the year which we celebrate the centennial celebrations of our late President Oliver Reginald Tambo

under the theme “Unity Renewal and Jobs”

It is with great humility to present this annual report to the Council and communities of Namakwa District
Municipality. Our district is the largest in the Northern Cape Province making up over one third of its
geographical area and is well known for its beautiful flowers, cultural richness and its various minerals,

particular diamonds.

There is no doubt that communication and collaboration at local government level remain very important,

not only as a means of feedback to the state but in terms of making sure the needs of the people are met.

The implementation of the “BACK TO BASICS” programme remains a key priority for us as it enable the B-
Municipalities to execute their service delivery mandate of providing services to our people on a sustainable

basis.

Audit outcomes remain a critical area of focus and we need to continue the positive trajectory achieved in
audit outcomes over the last term. Ultimately the bigger picture is to deepen a culture of accountability and

drive the journey towards attaining clean audits and sustaining them across all our municipalities.

Truly inclusive economic growth requires structural change in line with Provincial Growth and Development

Strategy and the National Development Plan.

The skills revolution is an important pillar to produce the necessary skills our economy need to grow
therefore it is important to develop partnership with the education sectors to create a climate where our

people especially the youth can develop their skills to get employment in the formal and informal sector.

We must encourage learners to take full advantage of the opportunities present to them by the S.K.A and
SALT projects.

Tourists in both our domestic and international market segments made the Namakwa region their tourism

destination of choice. We can proudly say that we have a diverse tourism industry which contribute to the
6



gross domestic product of the province. We offer to tourist Namakwa flower season, Operation Phakisa’s
Marine and Coastal tourism, Namakwa Open Africa Routes, Namakwa 4x4 trails and Green tourism, which

they can come and experience.

Unemployment is considered as one of the main reasons of poverty therefore as the Namakwa District
Municipality we embarked on several job creation initiatives as well as spin offs from large operations such
as the Vedanta Mining and Solar energy projects in Khéi-l\ﬂa, the West Coast mining project in Kamiesberg,

Alexkor mining in Richtersveld and Wind and Solar Energy in Hantam.

Namakwa District Municipality can proudly say that the following job creation projects contribute to the
alleviation of poverty they are as follows Municipal Infrastructure projects, Community Works Programme,
Expanded Public Works Programme, Wbﬂiihg for water project and Khotso Pula Nala projects. As the
district we spend from our own budget R5.9 million and create 175 job opportunities.

The Northern Cape Provincial Government has a standing twinning agreement with the Namibian//Kharas
Region which focuses on three streams namely: Local Government, Economic Development and Social

stream are bearing fruits now.

This year our commemorative days in partnership with National, Provincial and District departments will
mainly focus on the centennial celebration of President Oliver Reginald Tambo throughout the year in

honouring his contribution to free us from the bondage of Apartheid.

As our year drawn to an end we are fully aware that we indeed are on the right track in working together to

improve the lives of our people. A lot has been achieved but more need to be done.

As Executive Mayor on behalf of Narmakwa District Municipality | want to thank all who contribute in making
the NDM a centre of excellence, coordinate and implement programmes to address the economic and

social challenges in collaboration with departments, municipalities and other stakeholders.

President Nelson Mandela once said and | quote:; “What counts in life is not the mere fact that we have
lived. It is what difference we have made to the lives of others that will determine the significance of the life
we lead.”

TOGETHER WE CAN MOVE NAMAKWA DISTRICT FORWARD

Adele Rooi
Acting Executive Mayor

Namakwa District Manager



Municipal Manager Foreword

The 2016/2017 financial year has seen Namakwa District Municipality achieve its stated objectives and

advanced our stated mandate to support local municipalities.

The year under review represented the end of an IDP cycle whilst a new council was sworn in to oversee
the finalisation of the previously approved IDP. It provided an opportunity to the Namakwa District
Municipality to revisit her objectives and ensure that she put plans in place to achieve on her set objectives.

A milestone in the administration for Namakwa District Municipality is the attainment of her third Unqualified
with Matters audit opinion. The issues that the Auditor General raised provided a platform for the Namakwa
District Municipality, if properly addressed, to achieve a clean audit. This is the improvement that we are
starting to see within the district as a whole. None of the six local municipalities was disclaimed.
Kamiesberg Municipality received her first unqualified audit opinion which is indeed a highlight in the life of
the municipality.

The dedication and commitment that was shown by staff throughout the current year to not only bring
operational costs down but also looking at new innovative ways to do things different, is admirably. This is
reflected in the substantial reduction in the budgeted shortfall of the municipality as well as the achievement
in operational performance.

The Namakwa DisiriCt Municipality is embarking on a new five year strategy and new innovative ways are
needed to Q.Uid,? the Namakwa, District. mem_unitjie,s within tﬁ@ Namakv\}a District expect and should
receive quality Services. better IIVIng conditions as well as a éafg and sound environment, It can be achieve
if we work together as a District. : SRR G

‘IF EVERYONE IS MOVING FORWARD TOGETHER, THEN SUCCESS TAKES CARE OF ITSELF”
HENRY FORD

Christiaan Fortuin
Acting Municipal Manager

Namakwa District Municipality



1.2 MUNICIPAL FUNCTIONS POPULATION AND ENVIRONMENTAL OVERVIEW

The Namakwa District (NDM) is situated in the north-western corner of South Africa and borders the
Atlantic Ocean to the west and Namibia to the north. It is also bordered by the ZF Mgcawu and Pixley ka
Seme Districts of the Northern Cape Province to the North-East and East, respectively, and by the Western
Cape Province to the South (the West Coast, Cape Winelands and Central Karoo District Municipalities).
The district is one of five districts in the Northern Cape Province and is situated in the western part of the
province. The Namakwa District is the largest district geographically in South Africa.

The Namakwa District Municipality (DC68) comprises of the following municipalities with their main town
mentioned after the municipality name:

Richtersveld Municipality (NC061) Port Nolloth
Nama Khoi Municipality (NC062) Springbok
Khai Ma Municipality (NC067) Pofadder
Kamiesberg Municipality (NC064) Garies
Hantam Municipality (NC065) Calvinia
Karoo Hoogland Municipality (NC066) Williston

A map showing the district with the different Municipalities is below:
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1.3 SERVICE DELIVERY OVERVIEW

The provision of Free Basic Services in all six B-municipalities is applied on different service levels. This is
mainly due to the scarcity of resources but is being implemented in all the municipalities in terms of water
and electricity.

Service delivery improved extremely significantly during the past few years and in some areas there are
minimal backlogs at present.

It is important to recognize the fact that households have access to services but it is very difficult for
municipalities to render effective services economically, due to vast distances, etc. Services are very
expensive in certain cases and a lack of resources compounds this fact. Water, for example, is a very
scarce commodity.

All the municipalities are dependent on the Municipal Infrastructure Grant (MIG) for the development of
infrastructure due to the fact that their own budgets are not sufficient to make funds available for capital
expenditure. Certain municipalities achieved low expenditure percentage due to the lack of technical
expertise. The District Municipality is in a process of re-establishing the Project Management Unit (PMU) to
assist in this regard.

Housing is one of the challenges in the District and although housing projects are being implemented,
continuous implementation should be accelerated.

Roads are probably one of the biggest economic contributors to the District economy. However due to the
distances, conditions of roads and small Provincial allocation for maintenance, it is difficult to keep roads in
good condition. '

1.4 FINANCIAL HEALTH OVERVIEW

The District Municipality as well as the local municipalities are dependent on external grants to fund capital
projects. Most municipalities find it difficult to fulfil their developmental function due to the lack of sufficient
funds. The long term financial situation of the District Municipality, as well as that of the local Municipalities,
are deteriorating and a solution will have to be implemented in order to keep delivering services in the
coming years.

1.5 ORGANISATIONAL DEVELOPMENT OVERVIEW

The work study which started in 2014 has been finalized and is ready for implementation. A new
organogram has been approved which will be in line with the functions and needs of the Namakwa District
Municipality to deliver services effectively and efficiently.

Council reviewed its policies and no changes were made. A few new policies will be approved in the next
financial year.
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1.6 STATUTORY ANNUAL REPORT PROCESS

NOH b otivity Timeframe
Consideration of next financial year’s Budget and IDP process plan.
Except for the legislative content, the process plan should confirm in-year
1 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 2017
5 Implementation and monitoring of approved Budget and IDP commences
(In-year financial reporting).
3 | Finalise the 4th quarter Report for previous financial year
4 | Submit draft year 0 Annual Report to Internal Audit and Auditor-General
5 Audit/Performance committee considers draft Annual Report of
municipality and entities (where relevant)
g | Mayor tables the unaudited Annual Report
August
Municipality submits draft Annual Report including consolidated annual 2017
7 | financial statements and performance report to Auditor General
8 Annual Performance Report as submitted to Auditor General to be
provided as input to the IDP Analysis Phase
Auditor General audits Annual Report including consolidated Annual September
9 | Financial Statements and Performance data 2017
10 Municipalities receive and start to address the Auditor General's November
comments 2017
11 Mayor tables Annual Report and audited Financial Statements to Council
complete with the Auditor- General's Report
12 | Audited Annual Report is made public and representation is invited !
anua
13 | Oversight Committee assesses Annual Report 2018 Y
14 | Council adopts Oversight report
45 | Oversight report is made public
16 | Oversight report is submitted to relevant provincial councils
47 | Commencement of draft Budget/ IDP finalisation for next financial year. | March 2018

Annual Report and Oversight Reports to be used as input

11




CHAPTER 02: GOVERNANCE

An effective governance framework system, policies and structure is crucial to the proper functioning of the
Namakwa District Municipality. The quality of governance and transformation is one of the major
determining factors in turning the district into a developmental government focused on improving the quality
of life in its area of jurisdiction.

The Namakwa District Council consists of 15 representatives of 2 different political parties (ANC + DA). The
Council must strive within its capacity to achieve the objective set out in section 12 of the Constitution. A
municipal council must annually review the needs of the community, prioritise those needs and develop
processes to involve communities in the business of the municipality.

The governance system of the NDM is an executive mayoral system which comprises of Section 80
committees.

The NDM has a mandate to:

e Provide democratic and accountable governance for local municipalities:

e Ensure the provision of services to communities in a sustainable manner:

e Encourage the involvement of communities and community organisation in the matters of local
government;

The district does not account for the provision of bulk electricity and water to Category B municipalities as
this falls in the jurisdiction of these municipalities as concluded in the Structures Act.

COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE

2.1 POLITICAL GOVERNANCE

The Municipal Council of the Namakwa District Municipality consists of 15 members. Nine represent
municipalities and the rest are directly elected to represent political parties on the basis of proportional
representation. The ruling party in the Council is the African National Congress (ANC).

BUDGET g
TREAS
CHAmpensoNURY

B.GVass

CHAleERSUN
G.Y Piatars
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2.2 ADMINISTRATIVE GOVERNANCE

—

R Daty din
CFo
Section 5g

Municipal Manager
Section 54A

COMPONENT B: INTERGOVERNMENTAL RELATIONS

2.3 INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND INTER GOVERNMENTAL
RELATIONS

Intergovernmental Relations Forums (IGR)

The IRF promotes and facilitates intergovernmental relations. It provides mechanisms and procedures to,
among other, facilitate the settlements of intergovernmental disputes and matters connected therewith. This
forum is functional in terms of the IGR Framework Act and comprises of the District Municipality, six local
municipalities and government departments. The forum meets on a quarterly basis to ensure improved
alignment between different spheres of government. The structure plays a vital role to create a more
meaningful platform of engagement in a more coordinated manner.

Integrated Development Plan (IDP) Representative Forums

The IDP is a plan for the area that gives an overall framework for development. It aims to coordinate the
work of local and other spheres of government in a coherent plan to improve the quality of life for all the
people living in the Namakwa area.

The IDP Representative Forum is the body which is used by the NDM to communicate development and
budget related issues. Local municipalities, sector departments, NGO's, CBO’s and the private sector form
part of the forum to ensure effective community participation and improve implementation. The IDP is
published on the NDM website.

13




IDP Representative Forum Meeting Attendance

The following stakeholders were invited to the Namakwa IDP Representative Forum meeting for
2016/2017:

Office of the Premier

Department: Agriculture, Land Reform and Rural Development
Department: Cooperative Governance, Human Settlements and Traditional Affairs
Department: Education

Department: Environment and Nature Conservation
Department. Environmental Affairs

Department: Economic Affairs and Tourism

Department: Provincial Treasury

Department: Health

Department. Government Communication and Information System
Department. Social Development

Department: Sport, Arts and Culture

Department: Transport, Safety and Liaison

Department: Land Reform and Rural Development
Department: Roads and Public Works

Department: Home Affairs

Department: Justice

Department. Mineral Resources

Statistics South Africa (STATSSA)

South Africa Social Security Agency (SASSA)

Municipal Infrastructure Support Agent (MISA)

Surplus People Project (SPP)

Conservation South Africa (CSA)

Stakeholders attended were as follows:

Office of the Premier

Department: Cooperative Governance, Human Settlements and Traditional Affairs
Department: Provincial Treasury

Department: Education

Department: Environment and Nature Conservation

Department: Environmental Affairs

Department: Transport, Safety and Liaison

Department: Agriculture, Land Reform and Rural Development
Department: Home Affairs

Department: Social Development

Department: Sport, Arts and Culture

Department: Government Communication and Information System
Statistics SA (STATSSA)

South Africa Social Security Agency (SASSA)

Municipal Infrastructure Support Agent (MISA)

Surplus People Project (SPP)

Conservation South Africa (CSA)

Namakwa District Municipality News

This is the quarterly Newsletter which is a compilation of government services and development news in
the district.

14



The District Communication Forum (DCF)

This Forum meets quarterly and is aimed at streamlining service delivery efforts to communities throughout
the different government spheres and departments. '

Council Meets the People

This programme is conducted annually and is intended to ensure involvement of and accountability to the
community. Council meetings by the District Council are rotated between local municipalities to enable and
ensure that municipalities and communities articulate their problems and needs.

Communication

The Namakwa District website (www.namakwa-dm.gov.za) and Facebook page (Namakwa District
Municipality) provides online and current news and information regarding the institution and district.

Our local community radio station is an effective mode of relaying important and emergency messages to
the Community.

COMPONENT C: PUBIC ACCOUNTABILITY AND PARTICIPATION

2.4 PUBLIC PARTICIPATION

The Council convened 4 council meetings during the year. Advertisements and invitation to the meetings
are done two weeks prior to the meetings. The Namakwa District Municipality has no Community
Development Workers (CDW's) so communication with the public happens through various platforms.

2.5 IDP ALLIGNMENT

IDP alignment criteria Yes/No
Does the municipality have impact, outcome and input indicators? Yes
Does the IDP have priorities, objectives, KPI's and 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 KPI's in the strategic plan? Yes
Do the KPI's apply to the Section 57 Managers? Yes
Do the KPI‘s align with the provincial KPI's on the 12 outcomes? Yes
Were the indicators communicated to the public? Yes
Were the four quarter's aligned reports submitted within stipulated timeframes? Yes
Sections 26 Municipal Systems Act 2 000 Yes

15




COMPONENT D: CORPORATE GOVERNANCE

2.6 RISK MANAGEMENT

As centre of excellence, the Council, Municipal Manager and Directors of the Namakwa District Municipality
established an Independent Risk & Compliance Function. The Risk & Compliance Officer was appoint on
01 July 2016 and is situated in the office of the Municipal Manager. This function will identifies, assesses,
advises on, monitors, and reports on the regﬁlatory compliance risk in the municipality and also assist the

B-Municipalities by fulfilling this role.

MFMA, $62 (1)(c)(i) stipulates that the accounting officer of a municipality is responsible for establishing
and maintaining effective, efficient and transparent systems of financial and risk management and internal

control.

In view of the aforementioned paragraph and after a comprehensive enterprise-wide risk assessment was

performed at the Namakwa District Municipality the following serves as information regarding the top risks

to which the Municipality is exposed, determined at residual risk level:

- Management Area

| Strategic Risk | The inability of the institution |

Partially and unfunded mandates
to meet its legislative
mandate
HRM Attracting skilled and 1. Restricted/limited upward mobility
competent staff within the 2. Upper limits for senior managers vs
municipality and/ or the loss TASK.
thereof.
S LED Limited Economic 1. Lack of LED/ Entrepreneurial skills
Development 2. Vacancy within LED unit at the
District Municipality
FLEET Disruption in service delivery | 1. Ageing fleet, high kilometres, high
MANAGEMENT repairs and maintenance.
. Funding for the replacement of fleet.
FINANCIAL Effective functioning of 1. Qutdated ICT infrastructure and
MANAGEMENT Municipal Chart of Accounts software.
(MSCOA) 2. Insufficient practical knowledge of
mSCOA.
Financial sustainability of the | 3. Non-cash generating institution.
Municipality 4. Grant dependent.

16



2.7 ANTI CORRUPTION AND FRAUD

The Namakwa District Municipality has a Fraud and Corruption Strategy and Plan in place. The strategy is
currently under review and will be approved in the next financial year. The municipality has a dedicated
internal audit unit and also appointed a Risk and Compliance Officer. The Audit Committee is in place and
does not include any councillors. The Audit Committee is active and had five meetings for the year.

The municipality is promoting ethical conduct and has developed a fraud prevention plan which intends to
assist in preventing, detecting, investigating and sanctioning fraud and corruption. The municipality has a
“zero tolerance” pledge for fraud and corruption.

2.8 SUPPLY CHAIN MANAGEMENT

The Namakwa District Municipality's current SCM Policy was approved by council on 20 October 2016. We
have established a fully functional Central Buying Unit through which all procurement takes place in order
to improve service delivery. NDM also has a fully functional bid committee system whereby all procurement
above R30 000 takes place. This enables us to assist some of our local municipalities, who do not have
these committees in place, with their formal procurement processes. Section 112 of the MFMA sets out
standards which all municipalities must attain. At NDM we take great care to comply with Section 112
although there are some challenges from time to time. Some of the main challenges we experience are:

o Number of quotations we receive because of the vast distances and the fact that the Namakwa area
is sometimes limited as to the different type of services.
o High transport costs as the suppliers are sometimes situated far from Springbok, especially when it

is speciality services which cannot be procured in our region which forces us to go beyond the
borders of the District.

2.9 BY LAWS

MUNICIPAL HEALTH BY-LAWS

The municipality being aware of the constitutional right of every person to an environment that is not
harmful to his or her health or well-being, and the principle that underlines the National Health Act, 2003
(Act 61 if 2003) as amended and the National Environmental Management Act, 1998 (Act 107 of 1998) as
amended, adopts this By-laws with the purpose that these By-laws will enable the Municipality to set
minimum environmental health standards to prevent diseases, prolong life, protect and promote the long

term health and well-being of people in the Municipal area by:

(a) Providing, in conjunction with other applicable laws, an effective legal and administrative framework
within which the municipality can develop and manage its Municipal Health Service obligations by:
() Managing and regulating activities that have the potential to impact adversely on public
health; and
(ii) Requiring premises to be properly maintained and managed; and
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(b) Defining the rights and obligations of the Municipality and the public in relations to this purpose

The objective of the bylaws is to enable the Municipality to promote and protect the health and well-being of
all people within the municipal area by providing an effective legal and administrative framework, in
conjunction with any other applicable laws, within which the municipality can develop and manage its

municipal health service obligations.

This municipal by-law may be cited as the Namakwa District Municipality: MUNICIPAL HEALTH BY-
LAWS, and shall come into operation on the date of publication thereof in the Provincial Gazette.

2.10 WEBSITE

Namakwa District Municipality’'s website was revamped a few months ago. With the new face-lift and
regular updates the community and stakeholders can make use of the website on a more extent basis. With
the features it is easy accessible and all the necessary documents is just a click away.

Section 75 (1)(a) — (I) of the MFMA is full complied with, in that all content required to be placed on the
municipal website is done, except for those that are not applicable to the Municipality.

Doecuments

' Current annual and adjustment udets and all budget-related documents | Yes 07 July 2017

All current budget-related policies Yes 07July 2017

The previous Annual Report(2015/16) Yes 07 July 2017

The Annual report (2016/17) published/to be published

All current performance agreements required in terms of section 57(1)(b) of the | Yes 07 July 2017
Municipal Systems Act(2016/17) and resulting scorecards

All service delivery agreements(2016/17) Yes

All long-term borrowing contracts(2016/17) Yes 07 July 2017

All supply chain management contracts above a prescribed value(give value) Yes 07 July 2017

for 2016/17 .
An information statement containing a list of assets over a prescribed value that | Yes 07 July 2017 '

have been disposed of in terms of section 14(2) of (4) during the 2015/16
financial year.

Contracts agreed in 2016/17 to which subsection (1) of section 33 apply, Yes 07 July 2017
subject to subsection (3) of that section

Public-private partnership agreements referred to in section 120 made in Yes 07 July 2017
2016/17

All quarterly reports tabled in the council in terms of section 52(d) during Yes Quarterly
2016/17
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NAMAKWA

DISTRIKSMUNISIPALITEIT / DISTRICT MUNICIPALITY

Municipal Public Account Committee
(MPAC)
Oversight Report on the
Annual Report
2016/2017




Foreword by Chairperson of Municipal Public Accounts

Madame Speaker, Executive Mayor, Councillors and Officials

It gives me great pleasure and a sense of principle on behalf of the Namaqua District
Municipality, to present to Council today the Oversight Report on the Annual Report
for the 2016/2017 financial year.

Accountability is not an act of compliance only, but a concerted effort to improve
overall performance within the municipality.

| can confirm that the Annual Report of Namaqua District Municipality was assessed
with due diligence and found to be a true reflection of the status and performance of
the District Municipality and furthermore, complies with the lawful framework as
prescribed by the MFMA.

In achieving an unqualified audit opinion with findings for the year under review, the
‘Municipality has clearly portrayed and demonstrated a strong will to adhere to these
principles.

In dealing with the Annual Report being tabled today and recommended for
adoption, the MPAC paid attention to the following areas:

1. Financial Performance

2. Non-financial Performance

3. Legal Requirements

4. Legal Framework

5. Mistakes & Errors

The objectives of MPAC for the new audit period will include:
e Closely monitoring the performance of the municipality

e Strengthening the capacity support to MPAC and promoting the established
District MPAC Forum

e [ncreasing the pe_rfo_rm_anc_e of our own committee through benchmarking

o The review of the Terms of Reference of the MPAC and development of a new
Work Plan

e Extending the oversight efforts of the MPAC to the municipal entity to ensure the
municipality maintains the audit-status quo in our quest to obtain a clean audit
report. ' LR

Councillor C.K Klaase
Chairperson



1. Municipal Public Accounts Committee

The Namaqua District Municipal Public Accounts Committee (MPAC) has been
established to perform the oversight function on behalf of Council. This includes
the detailed analysis and review of the annual report and drafting an oversight
report for consideration by Council.

In terms of the Resolution of Counqil dated 31 January 2018, the MPAC
comprises of members as detailed below:

Chairperson: Councillor Chandré Klaase
Members: Councillor Geraldine Gous
Councillor Gerrie Coetzee

2. Oversight and Process

2.1 Legislative Process

Section 129 of the MFMA requires council to consider the Annual Report and to
adopt an Oversight report containing the Councils comments.

a) Has approved the Annual report with or without reservations
b) Has rejected the Annual Report, or

¢) Has referred the Annual Report back to revision of those components that can
be revised.

2 2 Accountability Framework for Local Government.

Council — Oversight Committee — Community- Oversight Committee —
Council for adoption.

Website address: www. Namakwa-dm.gov.za

2.3 Community Participation Process

The purpose of the Annual Report was to make it public and inform our
communities about the purpose of the report itself, and seek for inputs and
comments from the communities side.

The Annual Report made available to service points as well as the Municipal
website. (www.namakwa-dm.gov.za)

2.4The Report was available to the following service points:

Namakwa District Municipality — Springbok
Namakwa District Municipality — Calvinia

No community meetings were scheduled.

A7

TS



3. Functions of the Oversight Committee

Undertake a review and analysis of the Annual Report

Invite, receive and consider inputs from councillors and portfolio committees, on
the Annual Report.

Receive and consider the views and comments of the Council Audit Committee on
the Annual Financial Statements and the performance report.

Prepare the draft Oversight Report taking into consideration the views and inputs
of the representatives of the Auditor General, Organs of State, Councils Audit
Committee and Councillors.

4. Summary of the positive aspects/corrections on the 2016/2017 Annual
Report

The Annual Report was adopted and submitted on time to different stakeholders.

The Municipality had complied with applicable legislation regarding financial
matters, financial management and other related matters.

5. Summary of Representation received from bodies/individuals

Audit General's Representation

e Achievement of the planned targets for the year

o Procurement and contract Management

e Human Resources Management and Compensation
e Expenditure Management

e Provincial Treasury and SALGA

e Training for MPAC Committee

Communities: No proof of community involvement.

6. Oversight and Process

Summary of issues and concerns with 2016/2017 Annual Report

o Annual Report not well structured
o Supply Chain management — procurement and contract management
e Reasonable steps were not taken to prevent irregular expenditure as required.

o Performance Management — measure and evaluate performance of staff

e Risk Register
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Conclusion

oy b

This repori would have not besn compleied without the support ot ine various
siakeholders. Allow e furihermore fo exiend appreciaiion io the ofiices of the
Execuiive Mayor, Speaker, Municipal Cificer, Audiior General and the Couricillers
for their role in the oversight of the Anhual Report.

The commitiee strongly believe that Narmakwa and is many communities they
serve will reslize susisinability and tangible benefits If a similar process is
consistently followed in the upcoming vears: The cominitiee is great full for the
opporiunity to contribuie towards the sérvice delivery of Namakwa District
Municipality and iis citizens.

The MEAC remalis a funciiohal corarmittes and still endeavours o have & postiive
imfluence on audit outcomes. Issues of good governance and financial oversight

retain the staius of high pricriiies.

Recomimendead resolutions to b2 adopied By Counet:
hat the quality of the Annual Report as nroduced be included as factor in the
performance evaluation of ali oficials who must provide ihe necessary inpuis

.

for the completion of a top class Annual Report.

“
l

\
/

]
~—

The oversight report be submiited o provincial legislature ir accordance witit
section 132 (2) of the Municipai Finance Managsrent Act 56, 2003.

3) MPAC recommends that reasonable sieps be taken 1o prevent irreguiar
xpenditure, fruiless and waste full expenditure.

4) Although the financial healih of the municipality is in good standing it is still @
concern and should be monitored.

5) Impleraent the action plan [ initiatives of audit findings and irnprovements in
ihe internal control environment with the objective of achieving a clean audit.

6) MPAC recommends that the Municipality should focus on its compliance with
legislation and ensure that proper processes and procedures are in place o
identify non-compliance timeously so thai proper remedial action can be taken.

7) ltis recommended that the council approve the Annual Report without
reservations.

Councillor C. Klaase:
Chairperson

Councillor G Coeizee
Member







CHAPTER 03: SERVICE DELIVERY PERFORMANCE (PERFORMANCE
REPORT PART 1)

1. INTRODUCTION:

In terms of section 46(1)(a) of the Municipal Systéms Act (MSA), no. 32 of 2000, a municipality
must prepare for each financial year a performance report reflecting the municipality’s performance
during the financial year.

This report highlight the strategic performance in ierms of thé municipality's Top Layer Service
Delivery Budget Impleméntation Plan (SDBIP) and provides an overall picture of performance for
the municipality as a whole.

2, KEY CONSIDERATION:

The SDBIP planning for 2016/2017 was adopted by the Executlve Mayor on 26 IVIay 2016 and
revised on 25 Jahuary 2017 by Council. SDBIP reports were submitted and approved by Council
on a quarterly basis.

Seen in the light of the financial position of NDM it was decided to save on budget costs. These
savings reflect weak performance in the SDBIP (as underperformance), but are in fact good
performance based on the decision taken.

COMPONENT A: BASIC SERVICES

JOB CREATION THROUGH INFRASTRUCTURE PROJECTS

The NDM has a legal mandate to assist the category B-municipalities within its jurisdiction. In
addition the NDM also aims to develop infrastructure within category B-municipalities to address
service delivery and create job opportunities for the unemployed. The NDM is grant dependant and
assist category B Municipality with developing urgent infrastructure using the Integrated Grant.
Table 1-1 summarises the projects that were implemented by the NDM during the 2016/17
municipal financial year by using their own funds and allocated grant funding.
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Table 1-1: NDM projects implemented during 2016-17

Municipality | Projects Funder Budget (R) Exp (R) Status #WO’s
Implemented created
Kamiesberg Upgrading of Main | Khotso Pula | 1 000 000.00 | 457 328.29 | Incomplete | 11
Street in Leliefontein | Nala
Removal of prosopis Integrated 791 000.00 560 064.20 | Incomplete | 49
trees in Garies/Kheis | grant
Kamieskroon NDM 27 000.00 26 4899.00 | Completed | 0
Construction of
Ramp for Disabled
Lepelsfontein NDM 30 000.00 29 300.00 | Completed | 0
Construction of toilet
Karoo Upgrading of Jupiter | Khotso Pula | 1 000 000.00 655 720.00 | Incomplete | 20
Hoogland Street in Sutherland Nala
Khai Ma Pofadder NDM 29 000.00 27 390.00 | Completed | O
Construction of toilet
for Disabled
Namakwa DM | Paving of sidewalk at | Integrated 68 900.00 | Completed | 8
NDM head Office | grant
Springbok
Paving at Namakwa | Integrated 300 000.00 271536.21 | Incomplete | 8
District Tourism | Grant
offices at Springbok

#WO’s - Work Opportunities

KHOTSO PULA NALA

The NDM allocated R1 000 000.00 Khotso Pula Nala Funds to both Karoo Hoogland and
Kamiesberg Municipalities for the upgrading of streets as identified by these municipalities. The
projects are also implemented by the Municipalities. The NDM only has a monitoring and oversight
function. The progress on the projects is dependent on the implementation by these municipalities.

The upgrading of the Leliefontein Street is co-funded by the Kamiesberg Municipality with a total
project budget of R 2 000 000.00. The percentage expenditure of the District allocated amount was
about 46% at the end of June 2017. The project will be completed in the 2017-18 financial year.

The upgrading of Jupiter Street in Sutherland was at 66% expenditure at the end of June 2017.
The project will also be completed in the 2017/18 financial year. The total jobs created through the
implementation of this grant are thirty one (31).

INTEGRATED GRANT

As a result of supply chain procurement challenges the initial approved projects could not be

implemented and we had to implement the projects as listed in Table 1-1. Through the
implementation of these projects 65 temporary work opportunities was created. The person days

worked amount to 3477 and about 15 full time equivalents (FTEs) was created. A FTE is jobs

created for 230 days. The district had a target of 7 FTEs according to the grant agreement. At the

end of June 2017 the percentage expenditure was at 90%. We will apply for a rollover of the

unspent funds to complete the Garies/Kheis removal of prosopis tree project.
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COMPONENT B: ROAD TRANSPORT

ROADS ASSET MANAGEMENT SYSTEM:

The purpose of the program is to assist rural District Municipalities to set up a rural Road Asset
Management Systems and collect road and traffic data on municipal road networks in line with the
Road Infrastructure Strategic Framework for South Africa. The program is funded for a period of
three years and we completed the second year of implementation. The program aims at achieving
the following outcomes:

e All municipalities (within the district) to have knowledge of roads network within its area of
jurisdiction

e Optimal use of funds (for example MIG, etc)

e Training in RRAMS principles

e Improved service delivery

Table 2-1 summarizes the progress with the program for the 2016/17 financial year.

Table 2-1: Tabular progress 2016-17 financial year

No | Project Summary Task Q1 Q2 Q3 Q4

1 Project and Integration Management 25% | 30% 69% 100%

2 Road Network Integration and RISFSA 20% 45% 65% 100%
Classification

3 Data Collection and Analysis - Visual Pavement 8% 23% 61% 100%
Assessments

4 GIS Model Development and Mapping 3% 3% 21% | 100%

b Production of RRAMS Technical Report 0% 0% 12% 100%

B Project Close-out 0% 0% 0% 100%

Overall Progress 100%

Table 2-2 summarises the grant allocation as well as the expenditure of these funds. It also tables
the additional funds received as a result of good performance with the implementation of the
program.

Table 2-2: Status on expenditure

Allocation 16/17 | Expenditure % Additional Expenditure %
expenditure | Allocation expenditure
16/17
R 2794 000.00* | R2706 305.48 96.9% R 1 258 000.00 R0.00 0%

* Includes roll over amount of R 127 000.00
About 3% of the grant allocation remained unspent. NDM received an additional R 1 258 000 for

the development of a web base Geo RRAMS which will included a new server. A rollover of these
funds will be applied for and the additional funds will be spent in the 2017/18 financial year.
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COMPONENT C: PLANNING AND DEVELOPMENT

PERFORMANCE MANAGEMENT:

The following are crucial issues that need to be addressed and are still major challenges facing
performance management in B-Municipalities in Namakwa District:

o Limited human resources which have a ditect influence on the performance of the B-
Municipalities.

¢ No permanent Performance Management Coordinators at local level to ensure sustainable
implementation ahd management of Perfermance Management System (PMS).

o Insufficient functioning of PMS and IDP Steering Committees on local level due to limited
human resources. e dei b i :

o No uniform PMS system across the District to ensure efficient and effective support to B-
Municipalities

COMPONENT D: COMMUNITY AND SOCIAL SERVICES

This component includes: libraries and archives; museums arts and galleries; community halls;
cemeteries and crematoria: child care; aged care; social programmes and theatres which are not
applicable to the District Municipality.

COMPONENT E: ENVIRONMENTAL PROTECTION

This component is incorporated in the Office of the Municipal Manager Top layer SDBIP for
2016/2017.

COMPONENT F: HEALTH

This component is incorporated in the Municipal Health Services departmental SDBIP for
2016/2017.

COMPONENT G: SECURITY AND SAFETY

The operational activities in terms of security and safety were done as part of the Disaster, Fire
and Safety departmental SDBIP for 2016/2017.

This component includes: community parks; sports fields; sports halls; stadiums; swimming pools
and camp sites. Namakwa District Municipality did not render financial support services for
2016/2017 in terms of sport and recreation within the respective local municipalities.

COMPONENT I: CORPORATE POLICY

Council review its policies and no changes were made to existing policies.
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MISCELLANUEOUS

COMPONENT J

y as

ports, abattoirs, municipal courts and forestr

This component includes: the provision of air

municipal enterprises which are not applicable to Namakwa District Municipality.
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LCOMPONENT L: FINANCIAL YEARS PERFORMANCE COMPARISON

The table below illustrates a year on year comparison on performance as required by the Municipal
Systems Act (MSA) in terms of Article 46.

FOCUS AREA 2015/2016 FY MITIGATION 2016/2017 FY CURRENT
PERFORMANCE STEPS TAKEN PERFORMANCE PERFORMANCE
TARGET | ACTUAL TARGET | ACTUAL | STATUS
Revision of HR Council approved
Policy reviewed policies
100% 0% on 07 July 2017 at 100% 100% Completed
a special Council
meeting
An incentive and Completed (Rural
investment policy Development Plan
to be approved by 1 0 Fun"ds \A;ege 1 0 was approved by
Council on 30 SRR Council on 25 May
June 2016 2017).
Attend various Better planning was _
tourism shows done in line with
4 2 the budget 4 7 4 Completed
available
Number of
quarierly Communication
Namakwa District 1 Off 4 3 Carry forward to
Municipality y ISETWeD next financial year.
appointed
Newspapers to be PP
published by 2016
Review and Council approved
technical reviewed policies
legal/editing of all 100% 0% on 07 July 2016 at 100% 100% Completed
Council policies a Special Council
Meeting
An established
electronic
Customer Care
Service System for Work studé/ \Bvas Won(’jk bstucc;jy i
the Namakwa 100% 0% L e 100% O Wt i ke
District Municipality 2&“&;’0 1'9 » '] ) pr?c?ss 2
by 31 December RIS
2015
FOCUS AREA 2015/2016 FY MITIGATION | 2016/2017 FY CURRENT
PERFORMANCE STEPS PERFORMANCE PERFORMANCE
TARGET | ACTUAL | TAKEN TARGET | ACTUAL | STATUS
% of allocated funds
spent in the 2015/2016
financial year on the 100% 24%
Northern Cape Fishing
Harbours
% of allocated funds Project Get _legal advice to
spent in the 2015/2016 100% 0% stopped 90% 14,10% dissolve non-
financial year on the Dispute wés payment (fundlng)
Fishing Vessel Jetty deciarad as per signed
% of allocated funds ' agreement
spent in the 2015/2016
financial year on the Port o &
Nolloth Fish Processing 100% i
Facility Upgrade and
Refurbishment
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A A

“Annexure A’ clearly indicates the linkage of each KPI with National Leisl
attached to the report.

ation. Find "nnexeA" E

COMPONENT L: PLANNING

Strategic Planning

The local government elections were held on the 3™ August 2016 which resulted in a newly elected Council
for the District Municipality.

Together with this a new Integrated Development Plan was compiled for the District. The Plan was
approved in May 2017 but was preceded by several strategic planning sessions with different stakeholders
including inter alia municipalities, mines and government departments.

Physical Planning

The Spatial Planning and Land Use Management Act (SPLUMA), 2013 (Act 16 of 2013) came into effect on
1 July 2015 and the Regulations of the Act on 13 November 2015. 5 B-Municipalities in the Namakwa
District Municipality’s jurisdiction area resolved to establish a Joint District Municipal Planning Tribunal in
terms of the Act and Hantam Municipality established their own Tribunal.

These tribunals were fully operational during 2016 — 2017 and numerous applications were received
evaluated, approved, referred back or rejected.

The latter requires that the different Councils, which must compile an appeal authority or act as the different
Appeal authorities, need and are in the process of receiving training, to successfully handle this
responsibility.

3.1 DISASTER MANAGEMENT: CALVINIA

Attendance of meetings

» Four District Disaster Management Advisory Forum Meetings was attended in the Province.

» Four Provincial Disaster Management Advisory Forum Meeting was attended in the Province.

Contingency Planning
The following Contingency Plans were compiled and submitted to the PDMC

> Winter Season Contingency Plan
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» Summer Season Contingency Plan

» Veld fire Contingency Plan

> Contingency Plan for the Festive Season of 2016
» Contingency Plan for Local Elections of 2016

> Contingency Plans for the Easter weekend of 2017

Compilation of reports
Compilation of monthly reports for the Namakwa District Municipality.

>

» Compilation of 4 Quarterly reports for the Namakwa District Municipality Council.
» Compilation of 4 Quarterly Reports for the Provincial Disaster Management Centre
>

Compilation of Annual Namakwa District Municipality Report

Afrikaburn

This gathering of almost 14 000 people took place at Stonehedge Lodge in the Tankwa Karoo. People that
attended was from South Africa as well as from overseas. Only one major incident took place where al
lady fell from a moving vehicle and was run over. She died later in hospital in Cape Town.

Then there was also a few minor incidents on the roads. Good collaborating was experienced between the
different sector departments in the Northern Cape.
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Road Incident Management System Workshop

Road incident management is the process whereby a set of coordinated activities is initiated when an
incident occurs on a road in order to minimize the direct and secondary effects of the incident, as well as to
restore normal capacity and safety levels to all affected road facilities as quickly as possible. Road Incident
Management System (RIMS) is the coordinated and pre-planned use of human, mechanical and electronic
resources to manage incidents and to restore traffic to normal operating conditions as soon as possible.

The South African National Roads Agency Ltd (SANRAL) SOC is mandated by Department of Transport to
ensure that road incident management is implemented on all national roads across the country. The R 27
section 1 to 8 (Vanrhynspas to Brandvlei) is a national road in the Namakwa District in the Northern Cape
and therefore, the road incident management system needs to be implemented on this road.

According to the RIMS Operational Policy, a prerequisite for the establishment of a road incident

management system is to allocate the function of a Central Communication Centre (CCC) to the District

Disaster Management Centre appropriately. When centralised communication is taking place, all

information is channeled through one Communication Centre which helps to avoid duplication; it sends out

one message and it co-ordinate all communication between parties. ;

A local Steering Committee, comprising of nominated representatives of affected and interested parties has
been established for the R 27 in the Namakwa District. |

The Namakwa District Steering Committee (Hantam Region) meets on a quarterly basis, to accommodate
road incident management stakeholders from the Hantam Region, including the towns not on the R 27.
(Williston, Sutherland, Fraserburg, Middelpos, Loeriesfontein). At these local steering committee meetings,
as well as the Provincial Coordinating and Advisory Committee meetings, challenges with regards to
incident detection, notification and resource deployment have been discussed.

The decision was therefore taken to put in place a Memorandum of Understanding between the various
role players regarding communication during incident detection, notification, resource deployment and
scene management in the case of a road incident.

Training

A total of 75 Municipal Workers and farmers were trained in Basic Fire Fighting. |
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Disaster Risk Reduction

Simulation exercise was held on the 13 June 2016 at Calvinia. All the role players was tested and the
exercise was successful. SAPS training officers was also on the evaluation panel.

A meeting was held after the exercise where all the challenges and as well as the shortcomings was
highlighted.

Emergencies Coordinated by the DMC

EMS: 9641
SAPS: 1733

Accidents: 67

These were emergency calls that were received by the Control room and was given through to the relevant
sector departments

SOP’S were activated for all emergencies handled.
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Veld Fire

On 28 December 2016 there was a veldt fire between Calvinia and Sutherland in the Roggeveld. The
fire spread over an area of 25 000 ha that burnt out up to the 4 January 2017. No houses was burnt
down or any loss of animals was reported.

The incident was reported to the Provincial Disaster Management Centre on the 29 December 2016
and a written report was also send to the office.

DROUGHT CLASSIFICATION

Namakwa District was declared as a drought stricken area. The drought relief program for the farmers
was coordinated by Department of Agriculture.

PROBLEMS EXPERIENCED IN DEALING WITH INCIDENTS
» Lack of Communication between role players

» Lack of radio communication
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WAY IN WHICH PROBLEMS WERE ADDRESSED
» District Disaster Management Advisory Forum meetings / RIMS meetings

» Due to a lack of funding the district are trying to obtain funds from other resources

DISASTER MANAGEMENT PLAN

The Disaster Management plan is under review. The risks and vulnerabilities that changed are taken
to council for adoption.

PHOTOS OF SIMMULATION EXERCISE
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INCIDENTS IN THE HANTAM AREA:

House fire in Calvinia Wes

Windstorm in Williston

Accidents on the R 27
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3.2 NATURAL RESOURCE MANAGEMENT

WORK FOR WATER

PROJECT DETAIL

Description: Remove” Prosopis” invasive alien trees in Calvinia, surrounding farms and rivers in the

drought stricken disaster areas of HANTAM to alleviate water shortages and restore water tables.

Namakwa District Integrated Development Plan Goals relevant to Project:
® job creation; reducing unemployment,
»  SMME development,
e training and development,
 basic water provision: ensuring implementation of environmentally sustainable practices along with

an integrated approach to addressing climate change

ESTIMATED DURATION:

JUNE 2017 12 MONTHS

Budget Amount R 9 544 080

DEA Funding received YTD (30/06/2017) R 5204 802
NDM Expenditure R 6 705 920
% Spent on funds received ‘ 129%
EPWP EMPLOYMENT

74.06%
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PRODUCTIVITY

?gp" 161 679 1 447 724 1016 69 84
Oct-16 503 648 5510 2 041 2 820 204 219
'1\'8"' 405 899 9 025 1787 2283 208 177
?gc" 385 832 12 299 1842 1889 79 208
Jan-17 351 151 15 283 1366 1723 168 142
Feb-17 328 246 18 142 1396 1862 244 129
Mar-17 308 024 21 111 1391 1522 207 158
Apr-17 119 477 22 132 848 659 0 31
'}"733’" 385 856 26 056 1 862 2 034 286 137
Jun-17 174 632 27 342 669 934 123 73
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L 000
[—ul 16 'Aug-wfs:ap»mloa 16 lNov—is Dec—lﬁ'Jan 17 |Feb~17fMar-17lApr-17 May-17' Jun-17 |

[ Hectares cleared| 0.00 ' 0.00 2,612.551,593.881,806.11 967.67 1,602.90 459.46 | 496.95 | 192.48 | 184.18 | 137.09
|——Target Hectares n,199.2é1,199;2é1,199.2&1,.199.2&1,199.2é_1,199.2&1,199.2é1_,.-199.2&1!1-.99.2&1__,199-.2#1,199425%1,_1_99,2&
[—s ' 000 | 000 217.841132.90 150,60 80.69 |133.65] 38.31 | 41.44 | 16.05 | 1536 | 11.43 |

Working for Water team removing alien vegetation
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TRAINING AND DEVELOPMENT

04820

“Herbicide Applicator Training

Basic Fire Fighting 12 18 477
First Aid Training 18 19 296
Health & Safety Training Rep 1 14 18 071
Health & Safety Induction 151 17 595
Environmental Weed Control 4 19 500
Snake Awareness 108 87 519
Chainsaw 17 48 450
TOTAL 340 253 728

IDP STRATEGIC OBJECTIVES

1 | Job creation; reducing unemployment,

1,358 job opportunities created

2 | SMME development, 17 SMME's contracted

3 | Training and development,

7 Accredited courses presented

Ensuring implementation of environmentally sustainable

4 | practices 10 053 hectares invasive alien plants cleared

CHALLENGES

Cash flow from Funder - DEA

Annual agreement signed by DEA 26/09/2016(3 months lost)

Municipal financial year versus National Treasury financial year end

1% (only) payment received 24/01/2017 — R 4,772,040(6 months into project)

Contractor's continuous dependency on state resources (after 10 years in system)

NO differentiation in applying funding criteria — i.e., regulations governing Municipalities (Auditors,
SARS, bank accounts and Central Supplier Database of National Treasury)

e Enforcement of NEMA regulations regarding removal of ALL alien vegetation — Private Landowners
view it as a valuable source of shade, animal fodder and fuel wood as well as tree roots stabilizing river

embankments
e Private Landowner Agreements
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Landowner site meeting with Namakwa Director, Director Jannie Loubser
RECOMMODATIONS

e Clarify relevance of certain Department of Environmental Affairs (DEA) criteria to Local Government
as an Implementing Agent (Independent Auditors, financial statements, appointed Auditors and
SARS) , ,

Apply MOA regulations regarding transfer deadlines of tranche payments from DEA

e Include ALL Landowners in planning phase

o Enforcement of NEMA regulations by DEA Compliance Unit where Landowners request selective
removal of alien vegetation

e Sign Private Landowner Agreements

e Refresher business training courses for Contractors
Train new Contractors who meet minimum DEA criteria as Service Providers
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3.2.1 EPWP Project

PROJECT DETAILS

Clean & upgrade tourism infrastructure in Port Nolloth : Refurbish Caravan Park and Boardwalk

_ dd/mmliyyyy dd/mm/yyyy ' )
Start date: Completion date: Estimated duration:
26 September 2016 26 May 2017 8 Months
PROJECT LOCATION
Province: Northern Cape

District Council/Metro :

Namakwa District Municipality

Municipality: Richtersveld Municipality
Village/Suburb : Port Nolloth
Port Nolloth Co-ordinates 29(115’55.37”E

160152°09.33”E

PROJECT BUDGET

Source: of Funds

Department of Economic Atfalrs ana ['ourism

'R 818 000

Budget Amount

DETaT Funding received R 818 000
Expenditure Committed R 820 137
% Spent on funds received 100%

EXPENDITURE

Monthly Expel

32030 |

September 2016

October 2016 33 877 4.14
November 2016 74 920 9.16
December 2016 99 568 12.17
January 2017 81775 10.00
February 2017 80 427 9.83
March 2017 94 997 11.61
April 2017 81 881 10.00
May 2017 94 423 11.54
June 2017 146 239 13.14
Total 820 137 100%
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EPWP EMPLOYMENT (as at 30/06/2017)

September 2016 262 160 13 15 18
October 2016 383 230 108 22 18
November 2016 342 24 98 22 18
December 2016 538 293 172 42 48
January 2017 573 334 144 39 30
February 2017 611 367 175 42 30
March 2017 407 210 109 35 21
April 2017 596 237 232 61 29
May 2017 580 261 229 59 29
June 2017 882 379 295 67 27
Total 5174 2682 1637 404

Women Youth<35 Disabled Local
Percentage Planned 55% 55% 0% 80%
Actual 52% 32% 8% 100%
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ACTIVITIES

48




TRAINING

Employee induction

Gus Brown NDM

Occupational Health &
Safety Training

23 1 Henry
Steenkamp/Morne
De Wee

Health and Safety Training
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PROJECT HIGHLIGHTS, CHALLENGES & RECOMMENDATIONS

HIGHLIGHTS

22 FTE'S ACHIEVED

DETAT increased budget from R406,000 to R818,000 — October 2016 FULL BUDGET SPENT
Additional 12 Beneficiaries employed

Caravan Park chalets complete

Damaged boardwalk and retainer embankment fixed

Joint implementation by Richtersveld Municipality and Namakwa District Municipality

YVVVYVYY

CHALLENGES

% A vehicle on boardwalk in broad daylight

» Boardwalk barrier rope purchased — NOT COMPLETE

» PAVERS boardwalk purchased - NOT COMPLETE

» Caravan Park flood lights and door locks purchased - not installed
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RECOMMENDATIONS

» Negotiate completion of paving with WFTC team — WESSA
> Restrict access to vehicles and bicycles on boardwalk — PRESS criminal charges against individuals

who violates law
» Richtersveld Municipality to employ at least 10 workers to complete lighting, door locks, walk rope and
paving

3.3 PROJECT DEVELOPMENT

Overview

The Namakwa District Municipality (NDM) does not have a district management area and are thus not
responsible for direct service delivery to communities. We aim at achieving our goals and objectives by
implementing the Integrated Development Plan (IDP) initiatives and also through rendering support within
our category B-municipalities. Achieving our goals and objectives is challenging because the NDM is grant
dependent and do not have sufficient capital to employ additional staff in order to reach these goals and
objectives.

This report gives information on the district strategic direction and service delivery and budget
implementation plan (SDBIP) for the 2016-17 municipal financial year. It also discusses the mfrastructure
services, job creation and ends with concluding remarks.

District Strategic Direction

The summarized items in Table 1 present some of the key focus areas of the strategic direction for the
NDM as contained in the IDP of the Namakwa District Municipality.

51



District Strategic Direction

The summarized items in Table 1 presents some of the key focus areas of the strategic direction for the

NDM as contained in die IDP of the Namakwa District Municipality.

Table 1:

Compiling of a
Master Plan for all local

municipalities

Establish Namakwa District
Municipality as a Water
Service Authority (WSA)

Water

No Progress as a result of funding constraints.

Possible funding source is being investigated.

A service provider was appointed by Vedanta (Black
Mountain Mine) to assist Khai Ma Municipality with the
compilation of Water and Sanitation master plans.
These plans will be finalised in the 18-19 financial

year.

Currently awaiting feedback from Department of

Water and Sanitation.

2 Electricity

Creation of energy master

plan for the district.

Investigation initiated and findings documented in a
draft document. Official resigned and no further

progress made.

3. Municipal e Ongoing assistance to local municipalities is provided
Roads by assisting municipalities with the implementation of
capital projects through the use of our integrated

grant.
4, Creation e Accreditation, executing | e A Professional Service Provider was appointed during

decent human

human settlements projects

2016-17 financial year to assist municipalities with the

settlements in line with provincial revision of their Municipal Human Settlements Sector
mandates (roads, parks, Plans (MHSSP). The compilation of these plans is not
schools) completed and will be finalised in the 2017-18

financial year.
5. Municipal e Development of a integrated | ¢  The Department of Transport assists our category B
Transport transport  strategy, bus Municipalities with the compilation of these plans.
stops Plans for Richtersveld and Nama Khoi were

completed.
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Service Delivery and Budget Implementation Plan (SDBIP)

On approval of an IDP for a municipal financial year by a municipal Council, the Mayor of that municipality
is mandated to approve a service delivery and budget implementation plan for that year of implementation.
Table 2 is a summary of the Key Performance Indicators, targets and the performance status of the SDBIP

for the Projects division.

Table 2: Service Delivery and Budget Implementation Plan 2016-17

Item | Key Performance indicator (KPI) Annual | Actual | Perfor
i target | mance
status

1 Attend and participate in scheduled evaluation and specification committee | 100% 100%
meetings held

2 Hold quarterly district infrastructure forum meetings 4 2
3 Compile and submit the annual operational plan for all projects to the Director | 1 4
by 31 July
4 Achieve 80% of the monthly deliverables as indicated in the operational plan 80% 100%
5 Submit quarterly departmental reports to the Director by the 15th after the end | 4 4

of the quarter

6 Update the SDBIP of the previous month on the Ignite System by the 17th of | 12 9
every month
7 100% spend of the RRAMS grant allocation in terms of the approved business | 100% 101%

plan by 30 June 2017 (Actual expenditure/total grant allocation received)x100

8 100% spend of the Khotso Pula Nala grant allocation in terms of the approved | 100% 50.7%
business plan and technical report by 30 June 2017 (Actual expenditure/total
grant allocation received)x100

9 Conduct monthly section meetings with subordinates 5 4
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Table 0: Key for Performance status

" KPI not yet measured
=

KPI not met

| KPI almost met

KPI met

KPI well met

KPI Extremely well met

According to the performance status item 2 of the SDBIP was not met. We did not receive sufficient
confirmation of attendance by stakeholders and could only schedule two meetings for the financial year.
Although all the reports were submitted for KPI 5, it was submitted late and thus the reason for the KPI not
being met. ltem 6 shows the indicator as being extremely well met although only 9 out of 12 was achieved.
This is because we only received training on the performance management system (Ignite) at the end of
September 2016 and could not update the SDBIP for the first 3 months of the financial year.

ltem 8 was also not met and the reason for this is because the projects are being implemented by the
category B-Municipalities. Projects were identified by Karoo Hoogland and Kamiesberg Municipality and R
1 000 000 was made available per municipality for the implementation of these projects. The progress of
this KPI is thus dependent on the progress made by municipalities with the implementation of these

projects.

Service Delivery - Infrastructure

The NDM does not have a district management area and is not directly responsible for the delivery of
infrastructure services. We are however rendering project management services to our category B
Municipalities. Other assistance as requested by our category B Municipalities is also provided by the

Namakwa District Municipality.

The Namakwa District Infrastructure Forum (DIF) was also established during the 2016-17 financial year.
The main purpose of the DIF is to implement and coordinate all infrastructure programs across all the local
municipalities within the district, streamline municipal engagements and align support efforts from all

government institutions, in order to minimize duplication and maximize the benefits.

The delivery of services to communities is a function of the category B-Municipalities. The NDM fuffills a
strategic and oversight function. The DIF was established to streamline municipal engagements and align

support efforts to ensure the execution of the strategic and oversight function by the District.
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Water and Sanitation

The following information was reported by participating municipalities at scheduled DIF meetings during the
2016-17 financial year. These capital projects (Table 3.1 and Table 3.2) were implemented to address

backlogs and water and sanitation demand challenges.

Table 3.1: Water projects implemented during 2016-17 by municipalities within the district

Munic

implemented

Richtersveld Replacd 2 borehole pumps at 8 myl Port Nolloth
Upgraded Borehole pump upgraded at Lekkersing

Nama Khoi

Kamiesberg Garies Ground Water Desalination, Bulk Water, | 7 206 000.00 6 708 520.41
Borehole Development

Hantam

Karoo Hoogland Sutherland Bulk water 17 787 990.00 7438 123.35
Sutherland Water reticulation 24 307 650.00 793 298.81

Khai Ma None

Table 3.2: Sanitation projects implemented during 2016-17 by municipalities within the district

Municipality , Budget (R) Exp (R)

Richtersveld Upgrading of WWTW at Port Nolloth 14 359 995.18 ——
Upgraded the sewer line from Sizamile to the oxidation
ponds

Nama Khoi OKIEP: Extension of sewer networks 44 118 165.00 8 178 076.84

Kamiesberg None

Hantam

Karoo Hoogland None

Khai Ma
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Energy
The following information on energy matters was reported by participating municipalities at scheduled DIF
meetings during the 2016-17 financial year. These capital projects were implemented to address backlogs

and Energy related challenges

Table 4: Sanitation projects implemented during 2016-17 by municipalities within the district

Municipality

Richtersveld ° Upgading of Bulk Supply in Port Nolloth 1 500 000.00

Nama Khoi

Kamiesberg e None

Hantam

Karoo Hoogland | e«  Fraserburg Formal House connections (15). 232 500.00 165 000.00
e Fraserburg Ugrading of Internal Network 1 367 500.00 383 000.00

Khai Ma

Roads

Establishment of a Rural Roads Assets Management System

The purpose of the program is to assist rural district municipalities to set up a rural Road Asset
Management Systems and collect road and traffic data on municipal road networks in line with the Road
Infrastructure Strategic Framework for South Africa. The program is funded for a period of three years and

we completed the second year of implementation. The program aims at achieving the following outcomes:

e All municipalities (within the district) to have knowledge of roads network within its area of jurisdiction
e Optimal use of funds (for example MIG, etc.)
e Training in RAMS principles

e Improved service delivery
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Table 5: summarizes the progress with the program for the 2016/17 financial year.

Table 5: Tabular progress 2016-17 financial year

NoT™ — ProjectSummaryTask | Qi | @ |

1 i Projéc{ énd'I'r{teﬂgtr_a;cifor?Ménagement — 25% . 550% '

2 Road Network Integration and RISFSA | 20% 45% 65% 100%
Classification

3 Data Collection and Analysis - Visual Pavement | 8% 23% 61% 100%
Assessments

4 GIS Model Development and Mapping 3% 3% 21% 100%

5 Productioh of RRAMS Technical Report 0% 0% 12% 100%

6 Project Close-out 0% 0% 0 100%
=R = Z@T_ 5 | 100%

Table 6: summarises the grant allocation as well as the expenditure of these funds. It also tables the

additional funds we received as a result of good performance with the implementation of the program.

Table 6: Status on expenditure

Allocation 16/17

R 2794 000.00¢ | R2725011.16 | 97.53% R 1258 000.00 R0.00 0%

* Includes roll over amount of R 127 000.00

About 2% of the grant allocation remained unspent. We received an additional R 1 258 000 for the
development of a web base Geo RRAMS. A rollover of these funds will be applied for and the additional
funds will be spent in the 2017-18 financial year.

Human Settlements

The NDM followed a procurement process to obtain the services of a Professional Service Provider (PSP)
to compile Municipal Human Settlements Sector Plans (MHSSP) for all six (6) municipalities within the
district. This was done to comply with the standard framework for MHSSP of CogHSTA and also to assist

local municipalities with the compilation of their Municipal Human Settlement Sector Plan.
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A service provider was appointed during December 2016. The compilation of these plans is not completed

and will be finalised in the 2017-18 financial year. The progress made to date is summarized as Table 4-6.

Table 7: Progress compilation of Municipal Human Settlement Plans

Local Municipality il Progress
Nama Khoi o - 70%
Richtersveld 25%
Khai-Ma 75%
Kamiesberg 60%
Hantam 35%
Karoo Hoogland 75%

Table 8: summarizes the human settlement needs as provided by the district office of Cooperative

Governance Human Settlements and Traditional Affairs.

Table 8: Human Settlement needs

Munic

| Hantam
Khai Ma No Info No Info 428
Kamiesberg 1680
Richtersveld 100 169
Nama Khoi 4103 4303 267 267
Karoo Hoogland 680

Project Management Unit (PMU)

The Council of the NDM took a decision for the establishing of a PMU at district level in order to support

local municipalities within the district with MIG implementation.

This division is currently busy reviewing the Business Plan for the unit. Memorandum of Agreements will
also be signed with municipalities interested in participating in the shared service function. It is the objective
of the NDM to finalize the establishment of the PMU during the 2017/18 financial year.
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Municipal Infrastructure Grant

According to the Division of Revenue Act (DORA) the purpose of the MIG is to facilitate the planning,

acceleration and implementation of various projects that will ensure basic services is supplied to

communities.

The status of municipal expenditure for the 2016-17 municipal financial year is summarized in Table 9.

Table 9: MIG progress at end of June 2017

Richtersveld

201612017
|
000.00;

R 7001

R 7 001

99

R 7001 R 6 959 247.36 R 41 752.64
Nama Khoi R 13 927 R 11327 R 11327 | R11 327 000.00 100 R 0.00
Kamiesberg R 8406 R 8 406 R 8406 R 7232 625.48 86 R 1173 374.52
Hantam R 9272 R 12 272 R 12272 | R 12272 000.00 100 R 0.00
Karoo Hoogland R 7744 R7 744 R7 744 R 7 744 000.00 100 R 0.00
Khai-Ma R 15 430 R 15 430 R 15 430 R6604219.13 43 R 8 825 780.87

Nama Khoi, Hantam, and Karoo Hoogland are all at 100% expenditure. Richtersveld is at 99% expenditure.

The expenditure for Kamiesberg is at 86%. Khai Ma is actually at 89% expenditure based on their initial

grant. Khai Ma received an R 8 000 000 additional funding for the development of sport facilities. These

funds were allocated late and the municipality could not procure suitable service providers in time to spend

the additional funds.
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Table 10 is a summary of the municipal MIG expenditure over the previous four municipal financial years.

Table 10: Four year (4) Municipal Expenditure Performance

Municipality 2013/2014 2014/2015 2015/16 2016/M17 Average 4 year % expenditure
% %

Richtersveld 97 91 62 99 87.25
Nama Khoi 19 2 97 100 54.50
Kamiesberg 4 96 66 86 63.00
Hantam 100 100 99 100 99.75
Karoo Hoogland 92 100 62 100 88.50
Khai Ma 13 100 42 43 49,50

Based on the 4 year expenditure figures, Hantam municipality is the best performing municipality with an
average expenditure of 99.75%. Karoo Hoogland and Richtersveld municipalities are second and third best
performing municipalities with expenditure figures of 88.50% and 87.25% respectively. Kamiesberg and
Nama Khoi municipalities only managed to spend 63.00% and 54.50% of their 4 year allocated Municipal
Infrastructure Grant. Khai Ma municipality is the poorest performing municipality with a total expenditure of

only 49.50% over the four year period.

Job Creation through infrastructure projects

The NDM has a legal mandate to assist the category B-municipalities within its jurisdiction. In addition the
NDM also aims to develop infrastructure within category B-municipalities to address service delivery and
create job opportunities for the unemployed. The NDM is grant dependant and assist category B
Municipality with developing urgent infrastructure using the Integrated Grant. Table 5-1 summarises the
projects that were implemented by the NDM during the 2016/17 municipal financial year by using their own

funds and allocated grant funding.

60




Table 11: NDM projects implemented during 2016-17

Kamiesberg Upgrading of Main Street | Khotso  Pula | 1000 000.00 Incomplete
in Leliefontein Nala 328.99
Removal of prosopis trees Integrated
i Bafasich s 791 000.00 Incomplete | 49
grant 560
064.20
Kamisskrosn 27 000.00 Completed | 0
Construction of Ramp for
Diegbled NDM 26 499.00
30 000.00 Completed | 0
Lepelsfontein
Construction of toilet NDM 29 300.00
Karoo Upgrading of  Jupiter | Khotso  Pula | 1 000 000.00 655 | Incomplete | 20
Hoogland Street in Sutherland Nala 720.00
Khai Ma Pofadder Construction of | NDM 29 000.00 | 27 390.00 | Completed | 0
toilet for Disabled
Namakwa Paving of sidewalk at | Integrated 68 | Completed | 8
DM NDM head Office | grant 900.00
Springbok
1 300 000.00 Incomplete | 8
Paving at Namakwa
o . . Integrated 271
District Tourism offices at
! Grant 536.21
Springbok

#WO'’s - Work Opportunities

Khotso Pula Nala

The NDM allocated R1 000 000.00 Khotso Pula Nala Funds to both Karoo Hoogland and Kamiesberg
Municipalities for the upgrading of streets as identified by these municipalities. The projects are also
implemented by the Municipalities. The NDM only has a monitoring and oversight function. The progress on

the projects are dependent on the implementation by these municipalities.
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The upgrading of the Leliefontein Street is co-funded by the Karhiesberg Municipality with a total project
budget of R 2 000 000.00. The percentage expenditure of the district allocated amount was about 46% at
the end of June 2017. The project will be completed in the 2017-18 financial year.

The upgrading of Jupiter Street in Sutherland was at 66% expenditure at the end of June 2017. The project
will also be completed in the 2017-18 financial year. The total jobs created through the implementation of

this grant are 31.

Integrated grant

As a result of supply chain procurement challenges the initial approved projects could not be implemented
and we had to implement the projects as listed in Table 5-1. Through the implementation of these projects
65 temporary work opportunities was created. The person days worked amount to 3477 and about 15 Full
Time Equivalents (FTEs) was created. A FTE is jobs created for 230 days. The district had a target of 7
FTEs according to the grant agreement. At the end of June 2017 the percentage expenditure was at 90%.
We will apply for a rollover of the unspent funds to complete the Garies/Kheis removal of prosopis tree

project.

Concluding Remarks

Project implementation to achieve the objectives, as set out in the introduction, is not without its challenges.
The vast distances between municipalities within the district and capacity constraints within municipalities
are but a few.

The availability of funds to achieve our strategic goals remains a challenge as evident from the zero
progress of some goals. The implementation of the new Ignite web base system as a means to better

measure performance also proved to be successful.

The expenditure of the MIG also improved for all of the municipalities during 2016-17. All municipalities
within the district had a higher expenditure percentage. The establishment of a district PMU as a shared
service is still a high priority in order to assist municipalities with the implementation of MIG and support

with other sectors.

The implementation of the RRAMS is also progressing well and all the planned deliverables for 2016/17

were achieved. We also received additional funding as a result of good performance which will be spent in
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the 2017/18 financial year. The compilation of MHSSPs for all category B-municipalities are almost

completed. These plans will also be completed in the 2017/18 financial year.

The NDM also managed to create temporary work opportunities for the unemployed. A total of 86 work
opportunities were created through the implementation projects. This amount to a total ETEs of 16 created.

3.3 MUNICIPAL HEALTH SERVICES

Municipal Health Services address and focus on the wellbeing of the total population. It applies
preventative health practices to sustain healthy communities and reduce illnesses associated with
environmental factors.
Constitutional mandate:
Section 24 of the South African Constitution of 1996 states that: “Everyone has the right to
an environment that is not harmful to his/her health or wellbeing.”

VISION

Prosperity and excellence in environmental health service delivery in promoting social wellbeing in all
communities within the Namakwa District.

MISSION

Equitable, sustainable and accessible environmental health services through committed staff and
involvement of communities, municipalities, relevant government departments and other role-players.

IDP PROJECTS / KPA’s

| Water quality monitoring at Water 1176 samples | 5 Water Service

Service Authorities in Namakwa. (annual) Authorities reached
D139 Environmental education initiatives 6 60 annually 127 Actions
D140 Integrated Waste Management Plan 3 plans 3 3

Air Quality Management Plan
Climate Change Response Plan

Operational plans are reviewed and changed annually as well as the KPA’s/ IDP Projects.
D139 — Additional programs with other department + EH Calendar
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Environmental Health Calendar

The aim of this calendar is to set a direction for Municipal Health Services events in the Northern Cape.
The themes of the calendar are linked to the Health Awareness Calendar of the National Department of
Health.

Awareness has been raised on the following:
o World Cancer Day
e World TB Day
o World Water Day
e World Health Day
o Africa Malaria Day
e \World No Tobacco Day
e World Environment Day
e World Environmental Health Day
e Global Hand Washing Day
e World Food Day
e World Aids Day

Health education is done within communities, schools, clinics etc. to raise awareness of the above
mentioned.

Notifiable Diseases

The Municipal Health Services unit in co-ordination with the Disease Outbreak Response Team of
Department of Health is actively involved in the control of notifiable diseases in Namakwa. Monitoring,
investigations and continuous educational actions are part of the preventative measures taken.
e Tuberculosis— cases were investigated, monitored and continuous awareness has been raised in
order to prevent further spread of the disease.
e Diarrhea-an outbreak occurred in the Nama-Khoi municipal area and was investigated and handled
appropriately.
e Dogbites —an incident occurred in the Nama-Khoi, Kamiesberg, Khai Ma and Hantam municipal
area and was investigated and handled appropriately.

Water monitoring

Bacteriological and chemical drinking water monitoring is conducted monthly in every community to ensure
safe drinking water to all in the Namakwa District. Practitioners are continuously providing guidance and
training to municipal officials responsible for water services. Municipal water quality reports are distributed
to municipalities and to the Department of Water and Sanitation.
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INDOOR AIR QUALITY

Source of exposure:Siyaghopa Trading
Pollutant: Dust

There have been number of complaints received from Garies community about the dust that is being
generated by Siyaghopa Trading in Garies. Siyaghopa Trading is a stone crushing company specializing in
different grades of crushed stones and sand. The need was identified to conduct an Indoor Air Quality
Survey on the community, so as to assess the level of exposure to the residents; to improve Air Quality in
the community of Garies and to maintain Indoor Air Quality that does not cause harm, discomfort and ill
health to humans.

Two days Indoor Air Quality Survey (Door to door) was conducted whereby 100 houses were reached as
targeted and pamphlets with relevant information were distributed to the community.

Part 2

Health awareness will be done whereby the survey feedback will be presented. The community and all the
stakeholders will be invited to the event.

(Picture showing one of the household(Garies) where the survey was
conducted)
Target area:Garies community.

Target group: Men, Women and Children.
WASTE MANAGEMENT

The focal point of the project is waste management. The three different areas that was targeted: Pofadder,
Bergsig and Koiingnaas. Project activities will include clean-ups and health awareness campaigns with
regards to the effective management of household waste.
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Objective

The main aim is to create awareness with regards to the effective management of household waste and
also educate target groups on the importance of general hygiene.

Recycling Project

An ongoing recycling project is one of the projects that is still ongoing. The project was presented purpose
of the project was explained. An awareness campaign was done and questionnaires regarding waste
recycling were handed out to the staff. Waste bins donated by Department of Environmental Affairs were
placed at the offices of NDM. The following recyclables were identified:

e Cardboard

e Cans

e Paper

e Plastics &

e Ink cartridges

Recyclables are collected every 2 weeks by a recycling company and is being monitored regularly.
Feedback on this project is done on our Quarterly Waste Forum Meetings.

TOBACCO FREE SCHOOLS

A project on Tobacco Free Schools was identified after numerous evaluations at schools and complaints
received. The project was conducted in conjunction with the Department of Education (Health and Safety
officer at schools) and CANSA Springbok. The project where in two phases. Phase 1 targeted the schools
in the following towns namely Steinkopf, Okiep, Concordia, Nababeep, Bergsig, Springbok and
Matjieskloof. Presentations were done with the teachers about the legislation that governs the use of
tobacco (tobacco products control act no 63 of 2008), tobacco school policy and the statistics on tobacco,
adverse health effects and costs implications and also information on where can one go to find help quit
smoking was made.

Phase 2 of the project involved teachers and the students. It has come to our attention that not only the
teacher use tobacco products at schools but also the students. A school was identified to be our audience
and focus group as a pilot. Health promoters and clinic was also involved with the awareness.
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Zingisa: Comserv EHP Mr Curnow of DOE e adjies of CANSA

Problem Ildentification

There are problems that are occurring due to unsafe meat consumption due to lack of knowledge and
ignorance of our communities buying meat at places that are not licensed to sell meat and abattoirs that are
not registered. This cause both health and environmental problems. After an operational forum that was
held. It came to our attention that there are abattoirs and shops that are operating and selling to the
community without license and following right hygiene and safety methods while handling meat.

Solutions

The goal of the project is to educate our community to always ensure they buy meat from
registered/licensed places. Also to ensure that the butchery or shops they buy from get meat from
registered abattoirs to reduce health problems.

Outcomes

The short term outcome of this project is aimed at promoting safe meat and reducing food poisoning cases
at health care facilities due to unsafe meat. Long term goal is to close all institutions (Butchery, Abattoirs)
operating illegally due to community lacking knowledge. The more information/knowledge community
members have regarding meat safety the more illegal operating businesses will close of and this can also
reduce environmental pollution and to prevent illnesses.

Target area:Calvinia
Target group: Community
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Municipal Health Services Forums:

In Namakwa we have two registered forums namely:

e Namakwa Environmental Health— and
e Namakwa Water &Sanitation Forum.

These forums are both chaired by the Municipal Health Services unit and are functioning with its own
constitution and quarterly meetings. All Environmental Health Practitioners of Namakwa are members of
the Provincial Environmental Health Forum, which are chaired by the Environmental Health Services Unit of
Department of Health and are attended bi — annually. Various stakeholders form part of these forums and it
served as an ideal platform to discuss Municipal Health Services issues as well as internal training
opportunities.

Community Service Programme

Namakwa District Municipality accommodates EHP’s which already completed their Diploma/Degree for the
completion of their community service year which are compulsory. We accommodated two Community
Service Environmental Health Practitioners for this year. These candidates were assisted in completing
health and hygiene projects which were presented at an annual provincial ceremony.

Health Professions Council of South Africa:

All Namakwa personnel are registered and in good standing with the Health Professions Council of South
Africa (HPCSA). Annual fees and compliance with the continuous professional development system of this
board are compulsory to all members.

Co-operative Governance

Municipal Health Services are in partnership with Departments such as Environmental and Nature
Conservation, Environmental Affairs, Water& Sanitation, Education and Veterinary Services as well as
regional offices of Departments and role-players who can affect municipal health services positively.

Municipal Health Services are also part of the Youth in Environmental Services & Youth in Waste projects
driven by Department of Environmental Affairs within Municipalities as these programmes also promoting
the conservation of the environment and serves to promote our aim further more.

While MHS is serving six municipalities within Namakwa various NGO'’s and local community committees
and organisations play an important role in advocating MHS as well as monitoring development of service
delivery within MHS.
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3.5 TOURISM

The 2016 Namakwa flower season was a true tourist draw card. Tourists in both our domestic and
international market segments made the Namakwa region their tourism destination of choice during
the months of August and September 2016. These tourists experienced flower viewing at its best
atthe Tankwa Karoo National Park, the Namakwa National Park, at Niewoudtville the bulp plant
capital of the world, along the Namakwa coastline and in and around the historic copper mining
towns. The late rainfall and warmer winter days than expected did not discourage the magical
unfolding of the 2016 spring flower season in the Namakwa region.

Operation Phakisa’s Marine and Coastal Tourism Plans are ready for submission on local and
regional municipal levels where after it will go to the Northern Cape Provincial Cabinet this process
will be followed by the final phase of approval by the national cabinet of the South African
government.

The Namakwa Open Africa Routes namely; the Richtersveld Route, the Namakwa Coastal Route ,
the Cape to Namibia Route and the Karoo-Highlands Route are about to reach their full potential by
means of their public private partnership approach.

The Namakwa 4x4 trails are a good product in our regional travel and tourism sector. THE
Namakwa region as atourism destination offers the Namakwa 4x4 eco trail that runs over three
municipal areas along the mighty Orange River and the Diamond Coastal 4x4 shipwrecked trails
along the Namakwa Coastline.

Green tourism is an essential tourism component that we at Namakwa Tourism began to focus
on for with the absence of good summer rainfall figures we need to look at green tourism as
developing area in our tourism product offering .

Namakwa Tourism participated at four national shows and local events that was hosted within the
jurisdiction area of the Namakwa region for the 2016-17 financial year.

We have striven to align all our dayto day functions with our SDBIB key performance indicators in
order to comply with the overall standards that are set by Namakwa District Municipality ‘s vision
as the centre of excellence.

Namakwa Flower Season 2016

Namakwa Tourism has issued the first flower report on the first Monday in August 2016. A weekly
flower update followed that was integrated with the weekly Cape West Coast flower update. The
flower hotspots for the 2016 spring season were the Namaqua National Park, the Tankwa Karoo
National Park, the copper mining towns, the coastal areas at Kleinzee and Hondeklip Bay,
Niewoudtville as well as the Kommagas and Port Nolloth roads on route to the coast. The
Namakwa flower hotline can be regarded as a champion in our flower product offering to the
tourists during high season periods. This enquiry service is available to tourists from 08h00
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during the morning until 20h00 during the afternoon every day of the week as well as on public
holidays. The flower hotline number is active throughout the year and we also brand this contact
number @ 0727606019 as the Easter/Winter Hotline as well as the Summer Hotline. The
Niewoudtville Tourism Office reported on 45 busses that have arrived at their office during the
months of August and September 2016. The Northern Cape Tourism Authority ( NCTA) will support
them financially with the reprinting of their well-known Niewoudtville flower checklist that is for sale
to tourists at R30.00 per unit. This brochure/map flower checklist is assisting every tourist to
become a flower expert by identifying the flowers by colour and texture.

There were days when the weather conditions did not play along with a good flower viewing
experience but we advise tourists to participate in alternative experiences such as paying a visit to
SALT or to do bird watching in either our parks or on the Namakwa Coastline.

There are a number of tourist experiences that tourists could choose from to complement their
flower viewing experience while travelling along the Namakwa Flower Routes during the spring
season. These alternative tourist activities varies from visiting historic buildings to adventure trips.
The Pella Cathedral and the museums as well as other places of historic interest are major tourist
attractions for the Namakwa region.

(Pella Cathedral in the Khéi-Ma area)

Namakwa has ended off a successful flower season and we can take pride in the fact that we
have achieved a level in the tourism market where we could offer tourists more than just flowers
and we even improved the flower product offerings quality in terms of reporting and the level of
service rendering throughout the season.

We could regard the service offering as more organise and relevant to what tourists expect when
booking or upon arrival.
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We have a good travel and tourism network in the region as well as across the Northern Cape
Province which contribute to the effective service delivery and market readiness of the Namakwa
tourism industry.

The Namakwa Marine and Coastal Tourism Plan

(Horse riding on the beach at Alexander Bay in the Richtersveld region)

The Marine and Coastal development plans are aiming at developing travel and tourism
infrastructures as well as superstructures along the Namakwa West Coast.

The infrastructural aspects that were identified are as follow:

e Reinstating air access to the area

e Upgrading the roads to the coastline

e Improving municipal service delivery as a support base to create a conducive environment
for tourism development

e Establishing tourism information centres in the coastal towns.

The National Department of Tourism has reported on the following short term projects that will be
supported by the Alexkor mine group;

e Establishing a tourism visitor centre in Alexander Bay
e The reinstating of mine tours
e The upgrading and grading of guesthouses in Alexander Bay

There are also plans from the Northern Cape Provincial Department of Economic Development and
Tourism to establish a tourism visitor information centre in Port Nolloth. This will be a joint venture
among the following parties; Department Economic Development and Tourism, Open Africa,
Richtersveld Municipality and Namakwa District Municipality.
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We are looking forward to these proposed developments in the coastal and marine tourism sector
of the Namakwa region.

Namakwa 4x4 Trails and Open Africa Routes

The Namakwa region has position herself as a good competitor in the off the beaten track and 4x4
market. The most prominent 4x4 trails in the Namakwa region exist in the Khéi-Ma, Namakhoi,
Richtersveld and Kamiesberg areas. Although 4x4 trails do not classify as Open Africa trails some
of our less extreme 4x4 trails are listed with the Open Africa routes within the Namakwa region.

(Aukwatowa Tours in the Richtersveld area)

The Northern Cape Tourism Authority (NCTA) is of the opinion that we should groom the recently
trained tourist guides as tour operators through SATSA in order to increase the GDP derived from
tourist expenditure in our region.

The current situation is that tour operators who is based in other provinces are selling expensive
Namakwa all inclusive packages to domestic as well as to international tourists.

We should create a conducive environment for the people of the Namakwa region to excel in the
travel and tourism industry. Such an approach will gear us towards transformation of the travel
and tourism market as well as to strengthen/stimulate the local travel and tourism sector.
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Green Tourism

Green tourism is an important tourism component that Namakwa as a tourism destination should
structure her tourism development and marketing around. Due to the extreme dry conditions and
low rainfall figures the prospects for a good flower season are limited. Green tourism activities
have the potential to stimulate the local economy and strengthen community base tourism. Tourists
could experience the following green tourism activities that Namakwa has to offer:

e Star gazing in the Karoo-Highlands

e Canoeing on the mighty Orange River

e Experience the Hantam hospitality at Rietjieshuis Eco Village near Niewoudtville
e Experience true Damera and Nama culture at Pella

e Hiking and biking in our national parks or nature reserves

e Eco trail 4x4ing along the Orange River

e Bird watching at the Orange River Mouth in Alexander Bay

Events

Namakwa Tourism participated in the following events during the 2016-2017 financial year;

e Gauteng Getaway 2016

e Goegap open Day

e Nababeep Copper Festival 2016

e SKAL International Exhibition 2016
o Cape Getaway 2017

e |Indaba 2017

We are proud to announce that the Northern Cape stand walked away with two prestigious
prizes at both the Cape Getaway 2016 show as well as atthe Indaba 2017. Namakwa Tourism
were among the proud Northern Cape Exhibitors at both the above mentioned shows.

Conclusion

Namakwa Tourism is grateful as ateam for all the key performance areas that were met during
this 2016-2017 financial year and will strive to improve our performance and achievements during
the 2017-2018 financial year.
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CHAPTER 04: ORGANISATIONAL DEVELOPMENT PERFORMANCE REPORT
(PART 2)

This chapter deals with the organisational development and will look into municipal personnel, managing

the workforce, capacitating the workforce and managing workforce expenditure.

The Namakwa District Municipality is only implementing performance management for the organisation as
well as the senior managers. The municipality does not have a performance management system for the
levels lower than senior management. SALGA has been contacted to assist with the implementation of a

performance management system for the other levels of staff in the municipality.

4.1 EMPLOYEE TOTALS TURNOVERS AND VACANCIES

As mentioned in the previous annual report the works study is still in process. It was agreed with the unions

that the job evaluation must be finalised before the work study will be implemented. A Placement
Committee has been established which consists of union’s representatives, councillors and managers, to
finalised the placement process. The current vacancies exists due to the resolution that no vacancy will be
filled before the work study has been implemented. After the local government elections, the staff in the
political office has been re-appointed and a full-time Driver has been appointed for the new Speaker. The

Manager: Municipal Health Services resigned and a new manager has been appointed.
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In terms of Section 67 of the Municipal Systems Act, Act 32 of 2000, a municipality, in accordance with the
Employment Equity Act, Act 55 of 1998, must develop and adopt appropriate systems and procedures to
ensure fair, efficient, effective and transparent personnel administration.

The following policies were approved and reviewed.

4.2 POLICIES

Serving on professional structures
Productive work environment
Medical transmitted diseases
Car allowance
| Overtime
5| In-service training

|| Acting
Employment
Training and development
Security
Performance management
Information, communication and technology
Attendance and absence
Placement

All the above policies have been reviewed by Council at a special workshop. The Placement policy is the
only new policy that was approved by Council during this year.

4.3 INJURIES SICKNESS AND SUSPENSIONS
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Although only one person reported an injury on duty for the year, it was unfortunate that the incident
occurred. Preventive measures were put in place to stop such an incident of happening again.

A total of 558 days of sick leave were taken throughout the year by 61 employees 34 of the employees did
not submit medical certificates for sick leave. Only four employees took more than 13 days sick leave to
allow them to recover fully. Managers are responsible to monitor sick leave.

Nature of Alleged Details of Disciplinary Action

| Misconduct Suspension taken or Status of Case and
_ Reasons why not Finalised

| Gross Insubordination 2017/05/04 Charged and hearing | 2017/07/10 - Resigned
3 finalised. Employee resigned
before sanction was
announced
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Communication Officer

unicipality.

An employee was dismissed. He
received stationery the day before he
was dismissed. The stationery was
not found in his office or handed back
in. The employee was requested to
hand back the stationery but he never
did.

An employee resigned and was
supposed to hand in all his working
tools which included a laptop, 3G
modem and camera. All 3
instruments were handed in and
signed for. It was then discovered
that the sim card in the modem is not
the one handed to the employee. The
modem was used until the sim card
was blocked.

Settlement reached and case

withdrawn after employee paid
back the money

Project Manager

A report was received from a contractor
that an employee requested bribes for
work he is supposed to do. The bribes
was paid to the employee

Investigation not finalised yet

Only one employee has been suspended. The employee resigned before the disciplinary case was

finalised.

Three cases of financial misconduct were reported to the Disciplinary Board. Preliminary investigations was
conducted and reports submitted to Council. Two cases were withdrawn after a settlement was reached

with the employee and he paid back the money to the Municipality. The other case is still being

investigated.

4.4 PERFORMANCE REWARDS

The Municipality did not reward any employee for good performance.
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COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE

4.5 SKILLS DEVELOPMENT AND TRAINING

According to the Municipal Systems Act, Act 32 of 2000, a municipality must develop its human resource
capacity to a level that enables it to perform its functions and exercise its powers in an economical,
effective, efficient and accountable way, and for this purpose must comply with the Skills Development Act,

Act 81 of 1998, and the Skills Development Levies Act, Act 28 of 1999.

The Workplace Skills Plan was submitted on time. The municipality was not able to implement all the
planned training due to the available budget. The municipality spent 89% of the budgeted amount on the
implementation of its Workplace Skills Plan. The total number of beneficiaries, which include Councillors
and employees, were 87. See the table below.

Skills Matrix

Management level Gender | Number of skilled emp'lyeesz required and actual as at 30 June 2017
Learnerships | Skills programmes & other short | Other forms of | Total
courses training
Legislators Female 5 5
Male 7 7
Managers Female 1 1
Male 6 6
Professionals Female 6 6
Male 8 8
Community & Personal | Female 1 1
Service Workers Male 1 1
Clerical & Administrative | Female 8 8
Workers Male 4 4
Elementary Workers Female 5 5
Male
Sub total Female 13 13
Male 22 22
Total 87 87
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NANC i al r:.. )

mpetency Developm

Consolidated: Consolidted:

Consolidated:

i A B. Consolidated:
Total number | Total Total of A and | Competency Total number of | Total number of
of  officials | number of | B assessments officials whose | officials that
employed officials completed for | performance meet
by employed by A and B | agreements prescribed
municipality | municipal (Regulation comply with | competency
(Regulation | entities 14(4)(b)  and | Regulation 16 | levels
14(4)(a) and | (Regulation (d)) (Regulation (Regulation
(c)) 14(4)(a) and 14(4)() 14(4)(e))

(c)

Original Budget and Actual Expenditure on skills development for the 2016/2017 financial year

| Learnerships

Skills programmes & other short course

Total

Original Budget

Actual

Original Budget

Actual

Original Budget

Actual

R 335 000

R 298 507

R 335 000

R 298 507
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Skills development Budget

TOTAL BUDGET

& Original Budget 8 Actual

All the senior managers and financial employees comply with the Minimum Competency Regulations
whereby all have been trained in terms of the minimum requirements. The municipality is still resolving the
issue regarding the certificates of some of the employees who were trained, but who did not receive their
certificates from the training provider. The municipality applied for funding from the LGSETA to redo the
unit standards for which the service provider did not present the certificates.

'COMPONENT D: MANAGING THE WORKFORCE EXPENDITURE

4.6 EMPLOYEE EXPENDITURE

The municipality have a 'salary budget of R31 766 000 which représents 31.7% of the budget. No vacancies
have been filled to allow the municipality to implement its work study. The municipality is currently using
temporary staff from an unemployed data base to execute the General Assistant duties and has appointed

someone on contract as LED Officer.
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Workforce Expenditure Trends (R' 000)

26,000

25,000

24,000

23,000

22,000 -

21,000 -

20,000 -

19,000

Year-3 Year-2 Year-1 YearQ

During the 2016/2017 financial year there were no one whose salary was increased due their position being
upgraded. All employees received the wage increase as determined by the South African Local
Government Bargaining Council (SALGBC).

All the employees were paid in terms of the TASK Wage Curve as applicable to a Category 2 municipality.
There are only six employees who earn more then what was determined by the job evaluation that was
done in 2010. These six employees only receive the cost-of-living increase as negotiated by SALGBC.

outcome after job evaluation

1 12 13 | Employees earned more than the
outcome after job evaluation

3 5 6 | Employees earned more than the
outcome after job evaluation

There were no appointments made in positions that do not exist on the organogram. All the positions are on
the approved organogram.
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4.7 DISCLOSURE OF FINANCIAL INTERESTS

All employees and Councillors disclosed their financial interests as determined by the Municipal Systems
Act, Act 32 of 2000. The information is available at the head office in Springhok.

MAINTENANCE AND HOUSEHOLD SERVICES DIVISION
This division is responsible for the maintenance of Council property and management of its vehicle fleet.

Our mission is to ensure efficient, effective and economic utilization of departmental resources to maximize

service delivery.
ROLES AND RESPONSIBILITIES
We are responsible for rendering the following line functions:

o Administrative support services

o Property management

o Record management, maintenance and archive services
o Reception services

o Messenger and cleaning services

o Switchboard services

o Maintenance of Council Buildings

o Management of Council Fleet

Employees

Year Year 2016/17

Job Title 2016/17

Employees | Posts | Employees | Vacant

Manager Maintenance and Household

Maintenance and Fleet management 2 2 2 0
Registration 2 2 2 0
Household Services 6 v 6 1
Front Office 1 2 1 1
Information Technology 2 2 2 0
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ARCHIVES

Namakwa District Municipality made history when she packed its records dating back from 1962 up to
1996. Records has been properly prepared for transfer by placing them in acid free archival containers and
bundled them in chronological order according to the classification system used by “ Afdelingsraad” back
then and transported for safekeeping to the new Archives in Kimberley.

. ACCOMPLISHMENT ENDING IN THE YEAR 2016:

- The new additions and revisions of our file plan was approved by Provincial Archives:

- The review of the Records management policy and the E-mail policy took place with the staff and
awaiting Council approval.

- We attend two (2) forum meetings. The records forum enable us to share good practices, give
guidance and assist municipalities in order to comply with the Archives Act.

83



MAINTENANCE OF COUNCIL PROPERTIES

Council is in possession of various properties which are utilised as offices and for residential purposes and

are maintained on a continuous basis.

ACCOMPLISHMENT ENDING IN THE YEAR 2017:
1. The operational and Capital budget for maintenance was spent in full.
2. All Council properties are occupied.

3. During maintenance/ renovations of council properties, 82 community members have been
employed on the EPWP principles. This contributed to a saving in the maintenance budget due to
the fact that individuals, upcoming contractors, and disabled persons, were given the job

opportunity.

4. Maintenance on infrastructure is one of the priorities of Namakwa district Municipality. Residential
buildings was upgrade and maintenance was done by community members. Old sewerage pipes

were replace with new pvc pipes, houses were upgraded to expand its lifecycle.

Community members busy paving the parking area at NDM Guesthouse
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FLEET MANAGEMENT

The council has 18 vehicles, two of which are converted to disaster vehicles. Although all the vehicles is in
running order, the budget is limited to buying new vehicles.

DISASTER VEHICLE
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CHAPTER 05: ANNUAL FINANCIAL STATEMENT

Annual Financial Statements
for
Namalkwa District Municipality

for the yeat ended 30 June: 2017

Provinge: I—_ : Morthern Cape

AFS rounding: [Pt R (i.e. only cents)

Contact info'rmatio.n:

Name of Municipal Manager: Christiaan Jacobus Forluin
Name of Chief Financial Officer: Rajiv Datadin

Contact telephone number; (027) 712 8000

Conptact e-mail address: rajivd@namalkwa-dm.qov.za

Name of contact at provincial

treasury:

Contacl lelephone number: Michelle Cloete

Contact e-mail address: (027) 712 1488 - - pessuns oy s et
[Name of relevant Auditor: Auditor-General

Contact telephone number: (053) 836 8871

Contact e-mail address: ReleheletseR@agsa.co.za

Name of confact at National

Treasuly: " Irene Mathatho

Contact ielephone number: irene.mathatho@treasury.gov.za
Contact e-mail address: 012 315 5079
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Namakwa District Municipatity
ANNUAL FINANGIAL STATEMENTS
for the year ended 30 June 2017

General information
Gurrent Mlembers of the Council

BG Vass

M Groenewaldt
WJ Links

Hd Jack

GY Pieters
CK Klaase
AS Rooi

CR Warne
JE Davids

G Gous

SC Nero

ZP De Jongh
AM Beukes
Gd Coetzee
CG Coetizee

Nunicipal Managey

Christiaan Jacobus Forluin

Chief Financial Officer

Rajiv Datadin

Grading of Local Authority

The Namakwa District Municipality includes the municipal
areas of Khal-Ma Municipality, Nama Khoi Municipality,
Richtersveld Municipality, Kamiesberg Municipality, Hantam
Municipality and Kareo Hoagland Municipality.

Mature of business

The Namakwa District Municipality Is a district munfclpality
performing the funclions as set out in the Constitufion, (Act
no 105 of 1996).

Autdlitors
Auditor-General

Bankers
Absa Bank
Nedbank

Attorneys

Schreuders Atforneys

Mash Vandayor & Associates
T Nyanlungu Incorporated
Reagon Brown Inc

Matthews & Pariners

TNK Attorneys

Ndaba Wa H&E Inc

GN Moabelo

Mayor

Speaker

Member of the Executive Commiitee
Mermnber of the Execufive Comimittee
Member of the Executive Committes
Member C
Member

Member

Member

Member

Member

Member

Member

Member

Member
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Namakwa District Municipality
ANNUAL FINANGIAL STATEMENTS
for the year ended 30 June 2017

* General information (continued)

Registered Office: . Mamakwa District Municipality Building

Physical address:
Van Riebeeck Street

L Springbok
8240 . - 7 &
Postal address: o
Private Bag X20
SPRINGBOK
8240
Telephone number: (027) 712 8000
Fax number: (027) 712 8040
E-mall address: info@namakwa-dm.gov.za

Relevant Legislation:

Municipal Finance Management Act (Act no 56 of 2003)
Division of Revenue Act

The Income Tax Act

Value Added Tax Act

Municipat Structures Act (Act no 117 of 1998)
Municipal Systems Act (Act no 32 of 2000)

Municipal Systems Amendment Act {Act no 7 of 2011)
Municipal Planning and Performance Management Regulations
Water Services Act (Act no 108 of 1997)

Housing Act (Act no 107 of 1997)

Municipal Property Rates Acl (Act no 6 of 2004)
Flectricity Act {Act no 41 of 1987)

Skills Development Levies Act (Act no 9 of 1999)
Employment Equity Act (Act no 55 of 1998)
Unemployment Insurance Act (Act no 30 of 1966)

Basic Conditions of Employment Act (Act no 75 of 1987)
Supply Chain Management Regulations, 2005
Collective Agreements

Infrastructure Granis

SALBC Leave Regulations

Municipal Budget and Reporting Regulations
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MNamakwa District Municipality
ANNUAL FINANCIAL STATEMENTS
for the year ended 30 June 2017

Approval of annual financial statements

| am responsible for the preparation of these annual financial statements year ended 30 June 2017,
which are set out on pages 5 to 93 in terms of Section 126 (1) of the Municipal Finance Management
Act and which | have signed on behalf of the Municipality. The annual financial statements have been
prepared in accordance with GRAP.

| acknowledge that 1 am ultimately respensible for the systeim of internal financial control and that the
system of intemal confrol provides reasonahle assurance that the financial records can be relied on.

| have reviewed the Municipality's cash flow forecast for the year o 30 June 2018 and am safisfied that
the Municipality can continue in operational existence for the foreseeable future.

The exiernal auditors are responsible for independently reviewing and reporting on the Municipalily's
financial statements. ’

| cerlify that the remuneration of Councillors and in-kind henefits are within the upper limits of the
framework envisaged in Seclion 219 of the Constitution, read with the Remuneration of Public Officer
Bearers Act and the Minister of Provincial and [ocal Government's detetmination in accordance with

this Act.

Municipal Manager: Christiaan Jacobus Fortuin

Thursday, 31 August 2017
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Namalwva District Municipality
ANNL{AL FINANGIAL STATEMENTS
for the year ended 30 June 2017
Index
Statement of Financial Position
Statement of Financial Performance
Statement of Changes in Net Assets o iy

Cash Flow Statement

Statement of Comparison of Budget and Actual amounts - Statement of
Financial Position

Statement of Comparison of Budget and Actual amounts - Statement of
Financial Performance

Statement of Comparison of Budget and Actual amounts - Caéh FIOW Sia’ce—ment
Accounting Policies

Notes to the Annual Financial Statements

Appendix A: Schedule of External Loans

Appendix B: Segmental Statement of Financial Performance - Municipal Voles
Appendix C: Segmental Analysis of Property, Plant and Equipment

Appendix D: Segmental Statement of Financial Petformance - General Finance
Statistics

Appendix E: Actual versus Budget (Acquisition of Property, Plant and
Equipment)

Appendix F: Disclosures of Grants and subsidies in Terms of the Municipal
Finance Management Act
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ASSETS

Current assefs

Cash and cash equlvalents

Recelvables from non-exchange transactions
VAT receivable

Mon-current assefs

lavestiments

Properly, plant and equipment
Intangible assets ’
Investment property carrled at cost

Total assets

LIABILITIES

Guirent liabilities

Trade and other payables from exchange iransacilons
Current employee benefits

Current portion of unspent conditional grants and receipts
Current portion of finance lease liability

Non-current liabilities
Non-current fildnce lease liabllity
Non-current employee benefits
Total liabilities

Net assets

NET ASSETS
Reserves
Accumulated surplus / (deficil)

Total net assets

Namakwa District Municipality
STATEMENT OF FINANGIAL POSITION
as at 80 June 2017

Wote

D oW

~ @ ;o

2017 2016
R R

8228114 18 976 151
2 408 369 18 772 333
111 474 265 4528
1146 1148
7438782 8 926 247
516 D48 748 60D
108 750 98 043
18 902 703 47 787 041
5514 288 9 658 108
3513610 3 445 529
3217910 3 575 063
138 186 127 194
91 222 229 408
16 905 963 18 101 481
29 381 183 35 136 780
{10 478 480) 12 650 267
10 628 13431
{10 489 109) 12 636 836
(10 478 480) 12 650 267
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| ' Namakwa District Wunieipality
STATEMENT OF FINANCIAL PERFORMANCE
for the year ending 30 June 2017

Note 2017 2016
R R
Revenue
Revenue from Non-exchange Transactions 44 192 903 47 893 530
Transfer Revente
Government grants and subsldies 17 43 052 631 47 269 757
Other Revenue
Acluarial Gains 18 1140 272 623 833
Revenue from Exchange Transactions 2596 135 3282 453
Rental of facilities and equipment 14 670 916 G42 734
Interes| eamed - external investments 15 1466 565 1853637
Interest earned - oulstanding receivables 16 72008 63 074
Other income 18 386 646 723 008
Total revenue 46789 038 51176 043
Expenses
Employee related cosis 19 25908 273 27 690 875
Remuneralion of councillors 20 2829'018 2 867 734
Bad debts written off = 222503
Acluarial losses 13 - 39 479
Depreciation and amortisation expense 21 1965 349 2071782
Finance cosls 22 1699425 1666 560
Conlracted services 23 2811198 7753 816
Grants and subsidies paid 24 1013 582 706 591
Operational Costs 25 14 727 673 16 083 331
Total expenses 50754 518 59 082 672
Gain/ (loss) on sale of assets 26 (16 248) 30 956
Debt impairment 3 (19 135 950) {182 529)
(Impairment loss) / Reversal of impairment loss 27 (11 069) (2 077)
Surplus / {deficlt) for the period (23128748 (8 06D 239)
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Namalkwa District i unic?ﬁéiify
CASH FLOW STATEMENT
as at 30 June 2017

Note 2017 2016
R R
CASH FLOWS FROM OPERATING AGTIVITIES
Receipts 44 365 027 55 824 597
Taxalion - Praperty Rates 72 008 60 748
Sales of goods and services - -
Grants 42 695 478 48 754 805
Interest recelved 1466 565 1863 637
Other receipls 130 276 5 1565 408
Paymenfs 54701 514 64 359 907
Employes costs 30370 167 31438 045
Suppfiers 24277 638 32 847 130
Interest paid 53 709 14732
Ciher payments
Net cash flows from operating activities 29 {10 336 487) (8 635 310)
CASH FLOWS FROWM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment {284 356) (313 541)
Purchase of Intangible Assets - -
Proceeds from disposal of assefs 0 75 914
Purchase of foreign currency securities
Net cash flows from investing activities {284 356) (237 621) |
GASH FLOWS FROM EINANGING ACTIVITIES
Loans raised - 20 696
Repayinent of borrowings (127 193) (104 687)
et cash flows from financing aciivities {127 183) (83 982)
Netincrease / (decrease) in net cash and cash equivalents (10 748 037) (B 856 929)
Net cash and cash equivalents at haginning of period 1B 976 151 27 833 078
Net cash and cash equivalents at end of period 30 8228 114 18 976 151

il
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Namakwa District Municipality
STATEMENT OF COMPARISON OF BUDGET AND AGTUAL AMOUNTS
STATEMENT OF FINANGIAL POSITION
for the year ended 30 June 2017

ot

) [ Actual
Final QOutcome as
Origlnat Budget Adjustment | Shifting of Agtual % of Final
Notés Budget Adjustments Budget Funds Virement | Final Budgel | Oufcome Budget
{l.t:0. 528 and . {i.t.0. Gouncil
531 of the {i.t.o. 531 of | approved by-
IfFMAY the MFIMA} law) 2017
R’ R R R R | R R [
ASSETS
Current Assels
Cash 43.2:1 23211 114 249630 23 460 744 - - 23460744 1018 700 -05.66%
Calf Investment Deposils - - - = =. = 7202414 100.00%
Consumer Debtors - - - B w = - g
Olher Deblors 43.2.1 0 {0) » - . - 2609 883 100.00%
Gurrenl Poion of long-erm recafvables - - - - = & e
Inventory - - - - - - - -
Total Current Assels 43,21 23211 114 249630 23460744 - - 23 460 744 10 837 977 -53.80%
ton-Current Assets
tonglerm raceivables - - - - - - - -
Invesiments 1146 - 1146 - - 1146 1146 -
Invesiment Propery 43.2.2 81421 - 81421 = # 81421 108750 33.56%
Investment in Associales - - - - - - - -
Property, Plant and Equipment 43.2.2 7011057 681 200 7 692 287 - # 7692 257 7438 782 -3.30%
Agricutlural Assets - - - - - - - -
Biological Assels - - = - - - - -
Intangible Assels 656 442 - 555 442 - - 555442 516 048 -7.08%
Olher Non-Current Assels - S to- - - - - -
Tofal Non-Current Assets 43.2.2 7 649 066 681 200 8330 266 - - 8330268 8064 726 -3,16%
TOTAL ASSETS 30 860 180 930 830 31791 010 = 2 31791010 18 802 703 -40.54%
LIABILITIES
Gurrent Liabillties
Bank Gverdraft - - - = & - i,
Borrowlng 43.2,3 - - - - - - 138 186 100.00%
Consumer Depasils - - - - - - - -
Trade and Other Payables 43.2.3 6076 888 - 6076998 - - G 076 858 B732 198 43.69%
Provislons 43.2.3 1984 569 - 1964 569 = - 1884 569 3513610 78.85%
‘folal Currenl Llablliltes 43.2,3 B 041 567 - 8041 567 - 7 8 041 867 12383 994 54.00%
Won-Current Liabilities
Borroving 43.2.4 51308 - 51308 - - &1 308 91 222 TT.78%
Provisions 43.2.4 20358917 - 20 358 917 - = 20358 917 16905 868 -16.96%
‘Total Non-Current Llabilities 43.2.4 20410228 - 20 410 228 - - 20 410 226 16987 189 -16.72%
TOTAL LIABILITIES 28 451 793 - 28 451 783 - - 28 451 793 23391 163 3.27%
NET ASSETS
Accumulaled Surplusi(Defick) 43.2.6 2018859 930 B30 2 950 689 - 2950688 ({0489 109) -455.48%
Reserves £3.2.6 388 528 - 388 529 = = 388 529 10628 -97.26%
Minorilies' Intecesls = - - 5 T g g -
TOTAL NET ASSETS 43.2.6 2 408 367 " 530 830 3338217 - - 3339 217: (10 478 480) -413.80%
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; NAMAKYWA DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017

1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANGIAL
STATENENTS :

1.4, BASIS OF PREPARATION

The annual financial statements have been prepared on an accrual basis of
accounting and are in accordance with historical cost convention unless specified

otherwise.

The annual financial statements have been prepared in accordance with the
Finance Management Act (MFMA) and effective Standards of Generally Recoghised
Accounting Practice (GRAP), including any interpretations and diréctives issued by
the Accounting Standards Board in accordance with Section 122(3) of the Municipal
Finance Management Act, (Act No 56 of 2003).

Accounting pelicies for material transactions, events or conditions not covered by
the GRAP reporling framework, have been developed in accordance with
paragraphs 8, 10 and 11 of GRAP 3 (Revised — March 2015) and the hierarchy
approved in Directive 5 issued by the Accounting Standards Board.

A summary of the significant accounting policies, which have been consistently
applied except where an exemption or transitional provision has been granted, are
disclosed below.

Assets, liahilities, revenue and expenses have not been offset except when
offsetting is permitted or required by a Standard of GRAP. ' :

The accounting policies applied are consistent with those used to present the
previous yeal's financial statements, unless explicitly stated. The details of any
changes in accounting policies are explained in the relevant notes to the annual
financial staterments.

In terms of Directive 7: “The Application of Deemed Cost on the Adoption of
Standards of GRAP” issued by the Accounting Standards Board, the Municipality
applied deemed cost to Property, Plant and Equipment, Investment Property and
Intangible Assets where the acquisition cost of an asset could not be determined.

1.2. PRESENTATION GURRENGY
Amounts reflected in the financial statements are presented in South African Rand
and at actual values. Financial values are rounded to the nearest ohe Rand. No
foreign exchange transactions are included in the statements.

" 4.3, GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on a going concern basis.

e i b e AR RN i e et e Pﬁge /i?‘ S




NAMAKWA DISTRICT MUNICHPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2047

1.4

1.5

1.6.

- PRESENTATION OF BUDGET INFORMATION

COMPARATIVE INFORMATION

When the presentation or classification of items in the annual financial statements is
amended, prior period comparative amounts are restated, unless a standard of
GRAP does not require the restatements of comparative information. The nature

ahtreason for the reclassification is disclosed. Where accounting errors have been

identified in the current year, the correction js made retrospectively as far as is

-practicable, and the prior year comparatives are restated accordingly. Where there

has been a change in accounting policy in the current year, the adjustment is made
retrospectively as far as is practicable, and the prior year comparatives are restated
accordingly.

AMENDED DISCLOSURE POLICY

Amendments to accounting policies are réported as and when deemed necessary
based on the relevance of any such amendment to the format and presentation of
the financial statements, The principal amendments to maiters disclosed in the
current financial statements include errors.

MATERIALITY

Material omissions or misstatements of items are material if they could, individually
ot collectively, influence the decision or assessments of users made on the basis of
the financial statements. Materiality depends on the nature or size of the omission
or misstatements judged in the surrounding circumstances. The nature or size of
the information item, or a combination of both, could be the determining factor.
Materiality is determined as 1% of total operating expenditure. This materiality is
from management’s perspective and does not correlate with the auditor's materiality.

The presentation of budget information is prepared in accordance with GRAP 24
and guidelines issued by National Treasury. The comparison of budget and actual
amounts are disclosed as separate additional financial statements, namely
Statements of comparison of budget and actual amounts. '

Budget information is presented on the accrual basis and is based on the same
period as the actual amounts. The budget information is therefore on a comparable
basis to the actual amounts.

The comparable information includes the following:

= the approved and final budget amounts;
» actual amounts and final budget amounts;

Expianations for differences between the approved and final budget are included in
the Notes to the Financial Statements.

Explanations for matetial differences between the final budget amounts and actual
amounts are included the notes to the annual financial statements.

Page 14 —m8m —m— . B




: NAMAKWA DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017

The disclosure of comparative information in respect of the previous period is not
required in terms of GRAP 24.

1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE

GRAP 18 Segment Reporting is effective from 1 April 2015. The implementation of
GRAP 18 is delayed, in terms of Directive 5, for municipalities for the 2016/17

financial year.

The following GRAP standards have been issued but are not yet effective and have
not been early adopted by the municipality:

REFERENGE | TOPIG EFFECTIVE |
- DATE

GRAP 20 Related Party Disclosure Unknown

(Original - The objective of this Standard is to ensure that a Municipality's

Jun 2011) financlal statements contains the disclosures necessary to

draw aftention fo the possibility that its financial position and
surplus or deficit may have been affected by the existence of
related parties and by transactions and outsianding balances-
with such parlies.

The Municipality resolved to adopt the disclosure requirements
as per GRAP 20. The information is therefore included in the
financial statements.

GRAP 32 Service Concegsion Arrangements: Granfor Unknown
{Origiinal — The objective of this Standard is to presciibe the accounting
Aug 2013) for service concesston arrangements by the grantor and a

public entity.

No significant impact expected as any such transactions or
events are expected in the foreseeable future.

GRAP 108 Statuiory Receivables Unknown
{Original = The objective of this Standard is to prescribe accounting
Sept 2013) requirements for the recognition, measurement, presentation

and disclosure of statutory receivables.

The Municipality has revolved to adopt the principles as set out
in GRAP 108 to formulate its own accounting policy.

GRAP 109 Accouniing by Principles and Agents Unknown

The objeciive of this Standard is to oulline principles to be
used by an entity to assess whether it is paity to a principal-
agent arrangement, and whether it is a principal or an agent in
undertaking transactions in terms of such an atrrangement.

No significant impact is expected as the Municipality’s current
treatment is already in Jine with the Standards treatment.

IGRAP 17 Service Concession Arrangements where & grantor | Unknown
controls a significant residual interest in an Assetl
The Interpretation of the Standards is to provide guidance fo

Page 16




NOTES

the grantor where it has entered info & service concession o
arrangement, but only controls, through a significant residual

NAMAKWA DISTRICT MUNICIPALITY
TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017

interest In a service concession asset at the end ‘of the
arrangement, where the arrangement does not constifute a
lease.

No significant impact is expected as the Municipality does not
have any Concession Arrangements at this stage.

These standards, amendments and interpretations will not have a significant impact
on the Municipality once implemented.

1.9.

1.8.1.

RESERVES

Capital Replacement Reserve (CRR)

In order to finance the provision of infrastructure and other items of property,
plant and equipment from intermal sources, funds are transferred from the
accumulated surplus / (deficit) to the CRR. The cash funds in the CRR can only
be utilized for the purpose of purchasing/ construction of items of property, plant
and equipment and may not be used for the maintenance of these items. The
CRR is reduced and the accumulated surplus / (Deficit) are credited by a
carresponding amount when the amounts in the CRR are utilized.

1.10. LEASES

1.10.1. Municipality as l.essee

Leases are classified as finance leases where substantially all the risks and
rewards associated with ownership of an asset are ftransferred to the
Municipality. Property, plant and equipment or intangible assets (excluding
licensing agreements for such ftems as motion picture films, video recordings,
plays, manuscripts, patents and copyrights) subject to finance lease
agreements are initially recognised at the lower of the asset’s fair value and the
present value of the minimum lease payments. The corresponding liabilities are
initially recognised at the inception of the lease and are measured as the sum of
the minimum lease payments due in tetins of the lease agresment, discounted
for the effect of interest. In discounting the lease payments, the Municipality
uses the interest rate that exactly discounts the lease payments and
Unguaranteed residual value to the fair value of the asset plus any direct costs
incurred.

Subsequent fo initial recognition, the leased assets are accounted for in
accordance with the stated accounting policies applicable to property, plant and
equipment, investment property or intangibles assets. The lease liability is
reduced by the lease payments, which are allocated between the lease finance
cost and the capital repayment using the effective interest rate method. Lease
finance costs are expensed when incurred. The accounting policies relating to
de-recognition of financial instruments are applied fo lease payables.

P ayge i -




' . NAKTAKWA DISTRICT MUNICIPALITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 20 JUNE 2047

Operating leases are those leases that do not fall within the scope of the above
definition. Operating lease rentals are recognised on a straight-line basis over
the term of the relevant lease. The difference between the straight-lined
expenses and actual payments made wil give rise to a liability. The
Municipality recognises the aggregaie benefit of incentives as a reduction of
rental expense over the lease term, oh @ straight-line basis unless another
systematic basis is representative of the time pattern of the lessee’s henefit
from the use of the leased asset. '

1.10.2. Municipality as Lessor

Under a finance lease, the municipality recognises the lease payments to be
received in terms of a lease agreement as an asset (receivable). The
receivable is calculated as the sum of all the minimum lease payments to be
recelved, plus any unguaranteed residual accruing to the municipality,
discounted at the interest rate implicit in the lease. The receivable is reduced
by the capitat portion of the lease instalments received, with the interest portion
being recognised as interest revenue on a time proportionate basis, The
accounting policies relating to de-recognition and impairment of financial
instruments are applied fo lease receivables.

Operating leases are those leases that do not fall within the scope of the above
definition. Operating lease rentals are recognised on a straight-line basis over
the term of the relevant lease, The difference between the straight-lined
revenue and actual payments received will give rise fo an asset. The
Municipality shall recognise the aggregate cost of incentives as a reduction of
rental revenue over the lease term, on a straight-line basis unless another
systematic basis is representative of the time pattern over which the benefit of
the leases asset.is diminished.

444, UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Conditional government grants are subject to specific conditions. If these specific
conditions are not met, the monies received are repayable.

Unspent conditional grants are liabilities that are separately reflected on the
Statement of Financial Position. They represent unspent government grants,
subsidies and contributions from government organs. Unspent conditional grant
are not considered to be financial instruments as there are no contractual
arrangements as required per GRAP 104. Once the conditional grant becomes
repayable to the donor due to conditions not met, the remaining portion of the
unspent conditional grant is reclassified as payables, which is considered to be a
financial instrument.

This liability always has to be cash-backed. The following provisions are set for the
creation and utilisation of this creditor:

s Unspent conditional grants are recognised as a liability when the grant is
received.

» When grant conditions are met an amount equal to the conditions met are
transferred fo revenue in the Statement of Financial Performance.
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NARAKWA DISTRICT MUNICHPALITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017

142

1.13,

o The cash which backs up the creditor is invested until it is utilised.

o Interest eamed on the investment is treated in accordance with grant
conditions. If it is payable to the funder it is recorded as part of the liability. I it is
the Municipality’s interest it is recognised as interest earned in the Statement of
Financial Performance.

UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS

Unpaid condifional grants are assets in terms of the Framework that are separately
disclosed in the Statement of Financia! Position. The asset is recognised when the
Municipality has an enforceable right to receive the grant or if it is virtually certain
that it will be received based on that grant conditions have been met. They
represent unpaid government grants, subsidies and contributions from public.

The following provisions are set for the creation and utilisation of grant receivables:

» Unpaid conditional grants are recognised as an asset when the grant is
receivable.

PROVISIONS

Provisions are recognised when the Municipality has a present or constructive
obligation as a result of past events, it is probable that an outflow of resource
embodying economic benefits or service potential will be required to settle the
obligation and a reliable estimate of the provision can be made. Provisions are
reviewed at reporting date and adjusted to reflect the current best estimate of
future outflows of resources. Where the sffect is material, non-current provisions
are discounted fo their present value using a pre-tax discount rate that reflects the
market's current assessment of the time value of money, adjusted for risks specific
to the liability.

The Municipality does not recognise a contingent liability or contingent asset. A
contingent liability is disclosed unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote. A confingent asset is
disclosed where an inflow of economic benefits or service potential is probable.

Future events that may affect the amount required to settle an obligation are
reflected in the amount of a provision where there is sufficient objective evidence
that they will occur. Gains from the expected disposal of assets are not taken inta
account in measuring a provision. Provisions are not recognised for future
operating losses. The present obligation under an onerous cortract is recognised
and measured as a provision.

A provision for restructuring costs is recognised only when the following criteria
over and above the recognition criteria of g provision have been met:

(a)  The municipality has a detailed formal plan for the restructuring identifying at
least:

o the business or part of a business concerned;
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s the principal locations affected;

o the location, function and approximate number of employees who will be
compensated for terminating their services;

o the expenditures that will be undertaken; and

o when the plan wili be implemented.

(b) The Municipality has raised a valid expectation in those affected that it will
carry out the restructuring by starting to implement that plan or announcing
its main features to those affected by it. ‘

The amount recognised as a provision shall be the best es’timate- of the
expenditure required to settle the present obligation at the reporting date.

If it is no longer probable that an outflow of resources embodying economic
penefits or service potential will be required to setle the obligation, the provision is
derecognised.

1.14. EMPLOYEE BENEFITS
(a) Pension and Retirement Fund Obligations

The Municipality provides retirement benefits for its employees and
councillors. Defined contribution plans are post-employment benefit plans
under which the Municipality pays fixed contributions into a separate entity (a
fund) and will have no legal or constructive obligation fo pay further
contributions if the fund does not hold sufficient assets to pay all employee
henefits relating to employee service in the current and prior periods. The
contributions to fund obligations for the payment of retirement benefits are
charged against income in the year they become payable.

Defined benefit plans are post-employment benefit plans other than defined
contribution plans.

() Post-Retirement Medical Obligations

The Municipality provides post-retirement medical benefits by.subsidizing the
medical aid contributions of certain retired staff according to the rules of the
medical aid funds. Council pays 60% as contribution and the remaining 40%
are paid by the members. The entitlement to these benefits is usually
conditional on the employee remaining in service up to retirement age and the
campletion of a minimum service period. The present value of the defined
henefit liability is actuarially determined in accordance with GRAP 25 —
Employee benefits (using a discount rate applicable to high quality
government bonds). The plan is unfunded. 7T

These contributions are charged fo the Statement of Financial Performance
when employees have rendered the service entitling them to the contribution.
The interest cost of the defined benefit obligation is recognise as finance cost
in the Statement of Financial Performance, as it meets the definition of Interest
Cost in GRAP 25. The liability was calculated by means of the projected unit
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(e)

@

credit actuarial valuation method. The liability in respect of current pensioners
is regarded as fully accrued, and is therefore not split between a past (or
accrued) and future in-service element. The liability is recognised at the fair
value of the obligation. Payments made by the Municipality are set-off against
the liability, including notionaf interest, resulting from the valuation by the
actuaries and are charged against the Statement of Financial Performance as
empleyee benefits upon valuation,

Actuarial gains and losses arising from the experience adjustments and
changes in actuarial assumptions, is charged or credited to the Statement of
Financial Performance in the period that it occurs, These obligations are
valued periodically by independent qualified actuaries.

Long Service Awards

Long service awards are provided to employees who achieve ceftain pre-

determined milestones of service within the Municipality. The Municipality's

obligation under these plans is valued by indepencent qualified actuaries
periodically and the carresponding liability is raised, Payments are set-off
against the liability, including notional interest, resulting from the valuation by
the actuaries and are charged against the Statement of Financial Performance
as finance cost upon valuation, as it meets the definition of Interest Cost in
GRAP 25. Defined benefit plans are postemployment plans other than
defined contribution plans.

Acluarial gains and losses arising from the experience adjustments and
changes in actuarial assumptions, is charged or credited to the Statement of
Financial Performance in the period that it occurs. These obligations are
valued periodically by independent qualified actuaries.

Staff Leave

Liabilities for annual leave are recognised as they accrue to employees, The
liability is based on the total amount of leave days due to employees at year
end and also on the total remuneration package of the employee,
Accumulated ieave is carried forward and can be used in future periods if the
current period's entitlement is not used in full. All unused leave will be paid
out to the specific employee at the end of that employee’s smployment term,

Accumulated leave is vesting.
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(e) Staff Bonuses

(?)

Liahilities for staff bonuses are recognised as they accrue to employees. The
fiability at year end is based on bonus accrued at year end for each employee.

' Other Short-term Employee Benefits

When an emplbyee has renderad service to the entity during a reporting
period, the entity recoghises the undiscounted amount of short-term employee

benefits expected to be paid in exchange for that service:

« as a liability (accrued expense), after deducting any amount already paid.
if the amount already paid exceeds the undiscounted amount of the
penefits, the entity recognises that excess as an asset {prepaid expense)
to the extent that the prepayment will lead to, for example, a reduction in
future payments or a cash refund; and

o as an expense, unless another Standard requires or permits the inclusion
of the benefits in the cost of an asset.

1.45. PROPERTY, PLANT AND EQUIPMENT

1.15.1.

[nitial Recognition

Property, plant and equipment are tangible non-current assets (including
infrastructure assets) that are held for use in the production or supply of goeds
or services, rental to others, or for administrative purposes, and are expected to
be used during more than one year. The cost of an item of property, plant and
equipment shall be recaghised as an asset if, and only if it is probable that
future economic benefits or service potential associated with the item will flow to -
the entity, and the cost or fair value of the item can be measured reliably.
ttems of property, plant and- equipment are initially recognised -as. assets on
acquisition date and are initially recorded at cost. The cost of an item of
property, plant and equipment is the purchase price and other costs attributable
fo bring the asset to the location and condition necessary for it to be capable of
operating in the manner intended by the Municipality. “Trade discounts and
rehates are deducted in arriving at the cost. The cost also includes the
necessary costs of dismantling and rernoving the asset and restoring the site on
which it is located, '

When significant components of an itern of property, plant and equipment have
different useful lives, they are accounted for as separate items {major
components) of property, plant and equipment.

Where an asset is acquired by the municipality for no or nominal consideration
(i.e. a non-exchange transaction), the cost is deemed to be equal to the fair
value of that asset on the date acquired.

Where an item of property, plant and equipment is acquired in exchange for a
non-monetary asset or monetary assets, or a combination of monetary and non-
monetary assets, the assets acquired is initially measure at fair value (the cost).
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b

1.15.

7.15.3.

If the acquired item’s fair value was not determinable, it's deemed cost is the
carrying amount of the asset(s) given up.

Major spare parts and servicing equipment qualify as property, plant and
equipment when the municipality expects to use them during more than one
period. Similarly, if the major spare parts and servicing equipment can be used
only in connection with an item of property, plant and equipment, they are
accounted for as property, plant and eguipment,

Subsequent Measurement — Cosf odel

Subsequent to initial recognition, items of property, plant and equipment are
measured at cost less accumulated depreciation and accumulated impairment
losses. Land is not depreciated as it is deemed to have an indefinite useful Jife.

Where the Municipality replaces parts of an asset, it derecognises the part of
the asset being replaced and capitalises the new component. Subsequent
expenditure incurred on an asset is capitalised when it increases the capacity or
future economic benefits associated with the asset,

Depreciation and Impairment

Depreciation is calculated on the depreciable amount, using the straight-line
‘method over the estimated useful lives of the assets. Depreciation of an asset
begins when it is available for use, i.e. when it is in the location and condition
necessary for it to be capable of operating in the manner intended by
management. Components of assets that are significant in relation to the whole
asset and that have different useful lives are depreciated separately. The
annual depreciation rates are based on the following estimated useful lives:

1 el 1 Years Years
- TInfrastructure” i e Bthey e L
Roads, pavements 10-30 General Vehicles 515 |
and bridges o
Storm Water 20 Specialised 5-15
| Vehicles
Electficity 20-30 Plant & Equipment 3-25
Water 15-20 Computer 3-20
- Equipment
Sanitation 15-20 Furniture and other 3-25
office equipment
| Waste Management | 30 Abattoirs 20-30
| Other Markets 20-30
_ _|__Other Buildings 50
Community Finatice  lease
i b assefs
Sports fields  and 20-30 Office equipment 7
| Stadia
_ Housing . 20-30 Other assels 7
Recreation o ik B 0

—r—
—————

=l




NAMAKWA DISTRICT MUNICIPALITY

‘ NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017

(&

Ja

Facilities [ 2030 | |

Comimunity (confinue}

Community Halls 20-30 ~

Libraries 20-30

Parks and gardens 20-30

Clinics 20-30 |

Security and 5

Policing N
| Other Buildings 15-50

Property, plant and equipment are reviewed at each reporting date for any
indication of impairment. If any such indication exists, the asset’s recoverable
amount is estimated. The impairment charged to the Statement of Financial
Performance is the excess of the carrying value over the recoverable amount.

An impairment is reversed only to the extent that the assel's carrying amount
does not exceed the carrying amount that woulld have been determined had no
impairment been recognised. A reversal of impairment is recognised in the
Statement of Financial Performance.

De-recognition

ltems of property, plant and equipment are derecognised when the asset is
disposed or when there are no further economic benefits or service potential
expected from the use of the asset. The gain or loss arising on the disposal or
refirernent of an item of property, plant and equipment is determined as the
difference hetween the sales proceeds and the carrying value and is recognised
in the Statement of Financial Performance.

4.45.5. -Land "and Buildings and Other "Assels — dpplication of deemed cost

(Directive 7)

The Municipality opted to take advantage of the transitional provisions as
contained in Directive 7 of the Accounting Standards Board, issued in
December 2009. The Municipality applied deemed cost where the acquisition
cost of an asset could not be determined. For Land and Buildings the fair value
as determined by a valuator was used in order to determine the deemed cost as
on 1 July 2007. For Other Assets the depreciation cost method was used to
establish the deemed cost as on 1 July 2007.
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$.16. INTANGIBLE ASSETS

1.76.1.

1.16.2,

initial Recognition

An intangible asset is an identifiable non-monetary asset without physical
substance,

An asset meets the identifiability criterion in the definition of an intangible asset
when it:

e is separable, i.e. is capable of heing separated or divided from the entity and
sold, transferred, licensed, rented or exchanged, either individually or
together with a related contract, asset or liability; or

o arises from contractual rights {including rights arising from binding
arrangements) or other legal rights (excluding rights granted by statute),
regardless of whether those rights are transferable or separable from the
entity or from other rights and obligations.

The Municipality recognises an intangible asset in its Statement of Financial
Position only when it is probable that the expected future economic benefits or
service potential that are attiibutable to the asset will flow to the Municipality
and the cost or fair value of the asset can be measured reliably.

Internally generated infangible assets are subject to strict recognition criteria
before they are capitalised. Research expenditure is never capitalised, while
development expenditure is only capitalised to the extent that:

o the municipality intends to complete the intangible asset for use or sale:

e itis technically feasible to complete the intangible asset;

e the municipality has the resources to complete the project;

a it is probable that thi& Tiunicipality will recéive futuie &conomic benefits “or
service potential; and

e the Municipality can measure reliably the expenditure attributable to the
intangible asset during its development.

Intangible assets are initially recognised at cost,

Where an intangible asset is acquired in exchange for a non-monetary asset or
monetary assets, or a combination of monetary and non-monetary assets, the
asset acquired is initially measured at fair value (the cost). If the acquired
item’s fair value was not determinable, it's deemed cost is the carrying aniount

of the asset(s) given up.
Subsequent Measurement — Gost Model

Intangible assets are subsequently carried at cost less accumulated
amortisation and accumulated impairment losses. The cost of an intangible

asset is amortised over the useful life where that useful life is finite. Where the
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1.16.3.

1.16.4.

1.16.5.

useful life is indefinite, the asset is not amortised but is subject to an annual
impairment test.

Amortisation and Impairment

Amortisation is charged so as to wirite off the cost or valuation of intangible
assets over their estimated useful lives using the straight line method.
Amortisation of an asset begins when it is available for use, i.e. when it is in the
condition necessary for it to be capable of operating in the manner intended by
management, Components of assets that are significant in refation to the whole
asset and that have different useful lives are amortised separately. The
estimated useful lives, residual values and amortisation method are reviewed at

‘each year end, with the effect of any changes in estimate accounted for on a

prospective basis. The annual amortisation rates are based on the following
estimated useful lives:

Intangible Assels Years
Computer Saftware 415
Computer Software Licenses 4-15

De-recognition

Intangible assets are derecoghised when the asset is disposed or when there
are no further economic benefits or service potential expected from the use of
the asset, The gain or loss arising on the disposal or retirement of an intangible
asset is determined as the difference between the sales proceeds and the
carrying value and is recognised in the Statement of Financial Performance.

Application of deemed cost (Directive 7)

The..Municipality .opted to take advantage of_the transitional provisions as
contained in Directive 7 of the Accounting Standards Board, issued in
December 2009. The Municipality applied deemed cost where the acquisition
cost of an asset could not be determined.  For Intangible Assets the
depreciation cost method was used to establish the deemed cost as on 1 July

2007.

C 447, INVESTMENT PROPERTY

3304

Initial Recognitio
Investment property shall be recognised as an asset when and only when:

o it is probable that the future econormic benefits or service potential that are
associated with the investment property will flow to the entity, and
o the cost or fair value of the investment property can be measured refiably.

Investment property includes property (land or a building, or part of a building,

or both land and buildings held under a finance lease) held to earn rentals '
andlor for capital appreciation, rather than held to meet service delivery
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Lie2

1474,

objectives, the production or supply of goods or services, or the sale of an asset
in the ordinary course of operations. Property with a currently undetermined
use is also classified as investment property.

At initial recognition, the Municipality measures investment property at cost
including fransaction costs onge it meets the definition of investment property.
However, where an investment property was acquired through a non-exchange
transaction (i.e. where it acquired the investment property for no or a nominal
value), its cost is its fair value as at the date of acquisition. The cost of self-
constructed investment preperty is measured at cost.

Transfers are made to or from investment property only when there is a change
in use. For a fransfer from investment property fo owner occupied property, the
deemed cost for subseqguent accounting is the fair value af the date of change
i use. If owner occupied property becomes an investment property, the
Municipality accounts for such property in accordance with the policy stated
under property, plant and equipment up to the dafe of change in use,

Subsequent Measurement - Cost Modet
Subsequent to initial recognition, items of investment property are measured at

cost less accumulated depreciation and accumulated impairment losses. Land
is not depreciated as it is deemed to have an indefinite usefu] life.

- Bepraciation and lmpairment - Cost Modef

Depreciation is calculated on the depreciable amount, using the straight-line

method over the estimated useful lives of the assets. Depreciation of an asset
begins when it is available for use, i.e. when it is in the location and condition
necessary for it to be capable of operating in the manner intended hy
management. Components of assets that are significant in relation to the whole
asset~and- that have different useful lives-are depreciated- separately: The
estimated useful lives, residual values and depreciation method are reviewed at
each year end, with the effect of any changes in estimate accounted for on a
prospective hasis.

Investment Property  Years

Buildings 50
De-recognition

Investment property is derecognised when it is disposed or when there are no
further economic benefits expected from the use of the investment property.
The gain or loss arising on the disposal or refirement of an item of investment
property is determined as the difference between the sales proceeds and the
carrying value and is recognised in the Statement of Financial Performance.
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1.17.5. Application of deemed cost (Directive 7)

The Municipality opted to take advantage of the transitional provisions as
contained in Directive 7 of the Accounting Standards Board, issued in
December 2009. The Municipality applied deemed cost where the acquisition
cost of an asset could not be determined. The fair value as determined by a
valuator was used in order to determine the deemed cost as on 1 July 2007.

1.18. IMPAIRVENT OF NON-FINANCIAL ASSETS

1,18.1. Cash generaling assels

Cash-generating assets are assets held with the primary objective of generating
a commercial return.

The Municipality assesses at each reporting date whether there is an indication
that an asset may be impaired. If any indication exists, or when annual
impairment testing for an asset is required, the municipality estimates the
asset's recoverable amount. '

In assessing whether there is any indication that an asset may be impaired, the
Munlcipality considers the following indications:

(a) External sources of information

« During the period, an asset's market value has declined significanily
more than would be expected as a result of the passage of time or
normal use;

o Significant changes with an adverse effect on the Munieipality have
taken place during the period, or will take place in the near future, in
“the technological, market, ecenomic-orlegal envirenment in which the
Municipality operates or in the market to which an asset is dedicated;

» Market interest rates or other market rates of return on investments
have increased during the period, and those increases are likely fo
affect the discount rate used in calculating an asset's value in use and
decrease the asset's recoverable amount materially.

(b)  Intemal sources of information

o Evidence is available of obsolescence or physical damage of an asset;

o Significant changes with an adverse effect on the Municipality have
taken place during the period, or are expected to take place in the near
future, in the extent to which, or manner in which, an asset is used or is
expected to be used. These changes include the asset becoming idle,
plans to discontinue or restructure the operation to which an asset
belongs, plans to dispose of an asset before the previously expected
date, and reassessing the useful life of an asset as finite rather than
indefinite;
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1.18.2

¢ Evidence is available from internal reporting that indicates that the
economic performance of an asset is, or will be, worse than expected,

The re-designation of assets from a cash-generating asset to a non-cash
generaling asset or from a non-cash-generating asset to a cash-generating
asset shall only occur when there is clear evidence that such a re-designation is
appropriate. A re-designation, by itself, does not hecessarily trigger an
impairment test or a reversal of an impairment loss, Instead, the indication for
an impairment test or a reversal of an impairment loss arises from, as a
minimum, the indications listed above,

An assel’s recoverable amount is the higher of an assef’s or cash-generating
unit's (CGU) fair value less costs to sell and its value in use and is determined
for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. Where the
carrying amount of an asset or CGU exceeds its recoverable amount,.the asset
is considered impaired and is written down fo its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs to sell, an appropriate valuation model is used.
Impairment losses are recognised in the Statement of Financial Performance in
those expense categories consistent with the function of the impaired assst,

After the recognition of an impairment loss, the depreciation (amortisation)
charge for the asset is adjusted in future periods to allocate the asset's revised
carrying amount, less its residual value (if any), on a systematic basis over its
remaihing useful life.

An assessment is made at each reporting date as to whether there is any
indication that previously recognised impainnent losses may ho longer exist or
may trave. decreased. If such indication exists: the Municipality -estimates the
asset's or cash-generating unit's recoverable amount. A previously recognised
impairment loss is reversed only if there has heen a change in the assumptions
used to determine the asset's recoverable amount since the last impairmant
loss was recognised. The reversal is limited so that the carrying amount of the
asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss
been recognised for the asset in prior years. Such reversal is recognised in the
Statement of Financial Performance.

Norn-cash-generating assefs
Non-cash-generating assets are assets other than cash-generating assets.

The Municipality assesses at each reporting date whether there is an indication
that an asset may be impaired. If any indication exists, or when annual

impairment testing for an asset is required, the Municipality estimates the
asset’s recoverahle service amount.
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In assessing whether there is any indication that an asset may be impaired, the
Municipality considers the following indications:

(a) External sources of information

ol

Cessation, or near cessation, of the demand or need for services
provided by the asset;

Significant long-term changes with an adverse effect on the
Municipality have taken place during the period or will take place in the
near future, in the technological, legal or government policy
environment in which the Municipality operates.

(b) Intermal sources of information

Evidence is available of physical damage of an assef;

Significant long-term changes with. an adverse effect on the
Municipality have taken place during the period, or are expected {o
take place in the near future, in the extent to which, or manner in
which, an asset is used or is expected to be used. These changes
include the asset becoming idle, plans to discontinue or restructure the
operation to which an asset belongs, or plans to dispose of an asset
before the previously expected date;

A decision to halt the construction of the asset before it is complete or
in a usable condition;

Evidence is available from internal reporting that indicates that the
service performance of an asset is, or will be, significantly worse than
expected.

An assel’s recoverable service amount is the higher of a non-cash-generating
asset's fair value less costs to sell and its value in use. If the recoverable
service amount of an asset is less than its carrying amount, the carrying amotnt
of the asset is reduced {0 its TeGoverablé getvice amoutit. That réduiction is an
impairment loss recorded in the Statement of Financial Performance.

The value in use of a non-cash-generating asset is the present value of the
asset's remaining service potential. The present value of the remaining service
potential of the asset is determined using any one of the following approaches:

a

depreciation replacement cost approach - the present value of the
remaining service potential of an asset is determined as the depreciated
replacement cost of the asset. The replacement cost of an asset is the cost
to replace the asset’s gross setvice potential. This cost is depreciated {o
reflect the asset in its used condition. An asset may be replaced either
through reproduction (replication) of the existing asset or through
replacement of ifs gross service potential. The depreciated replacement cost
is measured as the reproduction or replacement cost of the asset,
whichever is lower, less accumulated depreciation calculated on the basis of
such cost, to reflect the already consumed or expired setvice potential of the

asset.
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"o resforalion cost approach - the cost of restoring the service potential of an
asset to its pre-impaired level, Under this approach, the present value of the
remaining service potential of the asset is determined by subtracting the
estimated restoration cost of the asset trom the current cost of replacing the
remaining service potential of the asset before impairment. The latter cost is
usually determined as the depreciated reproduction or teplacement cost of
the asset, whichever is lower

° service unit approach - the present value of the remaining service potential
of the asset is determined by reducing the current cost of the remaining
service potential of the asset before impairment, to conform to the reducad
number of service units expected from the asset in its impaired state. As in
the restoration cost approach, the current cost of replacing the remaining
setvice potential of the asset before impairment is usually determined as the
depreciated reproduction or replacement cost of the asset before
impairment, whichever is lower.

Fair value less costs to.sell is the amount obtaihabie from the sale of an asset in
an arm’s length transaction between knowledgeable, willing patties, less the
costs of disposal.

An impairment loss is recognised immediately in surplus or deficit.

The Municipality assesses at each reporting date whether there is any
indication that an impairment loss recognised in prior periods for an asset may
no longer exist or may have decreased. If any such indication exists, the
Municipality estimates the recoverable service amount of that asset,

An impairment loss recognised in prior perieds for an asset is reversed if there
has been a change in the estimates used to determine the asset's recoverable
service amount since the last impairment loss was recognised. [f this is the

" case, the carrying amount of the asset is- increased-to its recoverable-service-

amount. The increased carrying amount of an asset atiributable to a reversal of
an impairment loss does not exceed the carrying amount that would have been
determined (net of depreciation or amortisation) had no impairment loss been
recognised for the asset in prior periods. Such a reversal of an impairment loss
is recognised in the Statement of Financial Performance.

1.19. NON CURRENT INVESTIMENTS

Financial instruments, which include, investments in municipal entities and fixed
deposits invested in registered commercial banks, are stated at amortised cost.

Where investments have been impaired, the carrying value is adjusted by the
impairment loss, which is recognised as an expense in the period that the
impairment is identified.

On disposal of an investment, the difference between the net disposal proceeds
and the carrying amount is charged or credited to the Statement of Financial

Performance.
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The carrying amounts of such investments are reduced to recognise any decline,
other than a temporary decline, in the value of individual investments.

1.20. INVENTORIES

1.20.1.

1.20.2.

Initial Recognition

Inventories comprise of current assets held for sale, consumption or distribution
during the ordinary course of business. Inventories are recognised as an asset
if. and only if, it is probable that future economic benefits or service potential
associated with the item will flow to the Municipality, and the cost of the
inventories can be measured reliably. [nventories are initially recognised at
cost. Cost generally refers fo the purchase price, plus non-recoverable taxes,
transport costs and any other costs in bringing the inventories fo their current
location and condition. Where inventory is manufactured, constructed or
produced, the cost includes the cost of labour, materials and overheads used
during the manufacturing process.

Water inventory is being measured by multiplying the cost per kilo litre of
purified water by the amount of water in storage.

Where inventory is acquired by the Municipafity for no or nominal consideration
(i.e. a non-exchange fransaction), the cost is deemed to be equal to the fair
value of the item on the date acquired.

Subseqguent Weasurenrent

Inventories, consisting of consumable stores, finished goods, and materials and
supplies, are valued at the lower of cost and net realisable value unless they
are to be distributed at no or nominal charge, in which case they are measured
at the lower of cost and current replacement cost. Redundant and slow-moving

inventories-are identified and wiitten down: Differences arising on the valuation

of inventory are recognised in the Statement of Financial Performance in the
year in which they arose. The amount of any reversal of any write-down of
inventories arising from an increase in net realisable value or current
replacement cost is recognised as a reduction in the amount of inventories
recognised as an expense in the petiod in which the reversal occurs.

The carrying amount of inventories is recognised as an expense in the period
that the inventory was sold, distributed, written off or consumed, unless that
cost qualifies for capitalisation to the cost of another asset.

1.24. FINANCIAL INSTRUMENTS

Firancial instruments recognised on the Statement of Finanhcial Position include
receivables (both from exchange transactions and non-exchange fransactions),
cash and cash equivalents, annuity loans and payables (both from exchange and
non-exchange fransactions). The future utilization of Unspent Conditional Grants
is evaluated in order to determine whether if is treated as financial instruments.
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1.21.2.

Initial Recognition

Financial instruments are initially recognised when the Municipality becomes a
party to the contractual provisions of the instrument at fair value plus, in the
case of a financial asset or financial liability not at fair value, transaction costs
that are directly attributable to the acquisition or issue of the financial asset or
financial fiability. [f finance charges in respect of financial assets and financial

liabilities are significantly different from similar charges usually obtained in an -

open market transaction, adjusted for the specific risks of the Municipality, such
differences are immediately recognised in the period it occurs, and the
unamortised portion adjusted over the period of the loan transactions.

Subsequent leasurement

Financial Assets are categorised according to their nature as either financial
assets at fair value, financial assets at amortisad cost or financial assets at cost,
Financial Liabilities are categorised as either at fair value, financial liabilities at
cost or financial liabilities carried at amortised cost ("other"). The subsequent
measurement of financial assets and liahilities depends on this categorisation,

1.21.2.1. Receivables

Receivables are classified as financial assefs at amortised cost, and are
subsequently measured amortised cost using the effective interest rate
method.

- For amounts due from debtors carried at amortised cost, the Municipality first

assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, or collectively for financial
assets that are not individually significant. [If the Municipality determines that
no objéctive evidence of inpaimment exists’ for an~individually- ‘assessed
financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be,
recognised are hot included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the
amount of the loss is measured as the difference between the asset's carrying
amount and the present value of estimated future cash flows (excluding future
expected credit losses that have not yet been incurred). The carrying amount
of the asset is reduced through the use of an allowance account and the
amount of the loss is recognised in the Statement of Financial Performance.
Interest income continues to be acerued on the reduced carrying amount
based on the original effective interest rate of the asset. Loans together with
the associated allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been fransferred to
the municipality. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event oceurring after
the impairment was recognised, the previously recognised impairment loss is
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1.21.2.3.

increased or reduced by adjusting the allowance account. If a future write-off
is later recovered, the recovery is recognised in the Statement of Financigl
Performance.

The present value of the estimated future cash flows is discounted at the
financial asset’s original effective interest rate, if material. If a loan has a
vatiable interest rate, the discount rate for measuring any impairment loss is
the current effective interest rate.

Payables and Annufty Loans

Financial liabilities consist of trade and other payables and annuity loans.
They are categorised as financial liabilities held at amortised cost, are initially
recognised at fair value and subsequently measured at amotrtised cost using
an effective interest rate, which-is the initial carrying amount, less repayments,
plus interest.

Cash and Cash Equivalents

Cash includes cash on hand (including petty cash) and cash with hanks.
Cash equivalents are shorl-term highly liquid investments, readily convertible
into known amounts of cash that are held with registered banking institutions
with maturities of three months or less and are subject to an insignificant risk
of change in value. For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand, highly liquid deposits and net of
bank overdrafts. The Municipality categorises cash and cash equivalents as
financial assets carried at amoitised cost.

Bank overdrafis are recorded based on the facility utilised. Finance charges
on bank overdraft are expensed as incurred. Ameunts owing in respect of
hank overdrafts are categorised as financial liabilities: otherfinancial liabilities
carried at amortised cost.

1.21.8. De-pecognition

1.21.3.1.

Einancial Asseis

A financial asset (or, where applicable a part of a financial asset or part of a
group of similar financial assets) is derecognised when:

o the rights to receive cash flows from the asset have expired; or

o the Municipality has transferred its rights to receive cash flows from the
assel or has assumed an obligation to pay the received cash flows in full
without material delay to a third party under a ‘pass-through' arrangement;
and either (a) the Municipality has transferred substantially all the risks and
rewards of the asset, or (b) the Municipality has neither transferred nor
retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
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When the Municipality has transferred its rights to receive cash flows from an

“asset or has entered into a pass-through arrangement, and has neither
transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the old asset is derecognised and a new asset
is recognised to the extent of the Municipality’s continuing involvernent in the
asset.

Continuing involvement that takes the form of a guarantee over the fransferred
asset is measured at the lower of the original carrying amount of the asset and
the maximum amount of consideration that the Municipality could be required
o repay.

When continuing involvement takes the form of a written and/or purchased
option (including a cash settled option or similar provision) on the transferred
asset, the extent of the Municipality’s continuing involvement is the amount of
the transferred asset that the Municipality may repurchase, except that in the
case of a written put option (including a cash settled option or similar
provision) on an asset measured at fair value, the extent of the Municipality’s
continuing involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price,

14.21.3.2. Financial Liabjjities

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled orexpires,

When an existing financial liability is replaced by another from the same lender
on substantially different terms, or the terms of an existing liahility are
substantially modified, such an exchange or modification is treated as a de-
recognition of the original liability and the recognition of a new liability, and the
difference in the respective carrying amounts is recognised in the Statement of
““Financial Performance:- s : S :

1.21.4. Offsetiing of Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported
in the Statement of Financial Position if, and only if, there is a currently
enforceable legal right to offset the recoghised amounts and there is an
intention to seftle on a net basis, or fo realise the assets and settle the liabilities
simultaneously.

1.22. STATUTORY RECEIVABLES
Statutory receivables arise from legislation, supporting regulations, or similar
means and require settlement by another entity in cash or another financial asset,

Statutory recelvables arises from non-exchange transactions.

1.22.1. Initial Recognition

Statutory receivables are recognised when the related revenue is recognised or
when the receivable meets the definition of an asset,
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1.22.2,

1.22.3:

Subseqguent Measurement

The Municipality initially measures the statutory receivables at their transaction
amount. The Municipality measure statutory receivables after initial recognition
using the cost method. Under the cost method, the initial measurement of the
receivable is changed subsequent to reflect any:

(a)  interest or other charges that may have accrued on the receivable,
(b) impairment losses; and
(©) amounts derecognised.

The Municipality assesses at each reporting date whether there is any
indication that a statutory receivable may be impaired. If there is an indication
that a statutory receivable may be impaired, the Municipality measures the
impairment loss as the difference between the estimated future cash flows and
the carrying amount. Where the carrying amount is higher than the estimated
future cash flows, the carrying amount of the statutory receivable is reduced,
through the use of an allowance account. The amount of the loss is recognised
in the Statement of Financial Performance. [n estimating the future cash flows,
the Municipality considers both the amount and timing of the cash flows that it
will receive in future. Consequently, whete the effect of the time value of money
is material, the Municipality discounts the estimated. future cash flows using 2
rate that reflects the current risk free rate and any risks specific to the statutory
recelvable for which the future cash flow estimates have not been adjusted.

An impairment loss recognised in prior periods for a statutory receivable is
revised if there has been a change in the estimates used since the last
impairment loss was recognised, or to reflect the effect of discounting the
estimated cash-flows. Any. previously- recegnised impairment-loss is-adjusted
by adjusting the allowance account. The amount of any adjustment is
recognised in the Statement of Financial Performance.

Derecognition
The Municipality derecognises a statutory receivable when:

(g)  the tights to the cash flows from the receivable are seftled, expire or are
waived;

(b)  the Municipality transfers to another party substantially all of the risks
and rewards of ownership of the receivable; or

{c) the Municipality, despite having retained some significant risks and
rewards of ownership of the receivable, has transferred control of the
receivable to another party and the other party has the practical ability to
sell the receivable in its entirety to an unrelated third party, and is able to
exercise that ability unilaterally and without needing to impose additional
restrictions on the transfer. In this case, the Municipality:
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Ji derecognise the receivable; and .
ji. recognise separately any rights and obligations created or
retained in the transfer.

1.23. REVENUE
1.23.1. Revenue from Non-Exchange Transactions

Revenue from non-exchange transactions refers to transactions where the
Municipality received revenue from another entity without directly giving
approximately equal value in exchange. Revenue from non-exchange
transactions is generally recognised to the extent that the related receipt or
teceivable qualifies for recognition as an asset and there is no liability to repay
the amount.

Grants, transfers and donations received or receivable are recoghised when the
resources that have been transferred meet the criteria for recognition as an
asset. A corresponding liability is raised to the extent that the grant, transfer or
donation is conditional. The liability is transferred to revenue as and when the
conditions aftached to the grant are met Grants without any conditions
attached are recognised as revenue when the asset is recognised.,

Revenue from property rates is recognised when the legal entitlement to this
revenue arises, At the time of initial recognition the full amount of revenue is
recognised.  If the Municipality does not enforce its obligation to collect the
revenue, this would be considered as a subsequent event. Collection charges
are recognised when such amounts are legally enforceable. Rebates and
discounts are offset against the related revenus, in terms of IGRAP 1, as there
is no intention of collecting this revenue.

Revenue from public contributions and donations is recognised when all

“conditions “associated” with- the contribution- ‘have: been ~met-or -where—the
contribution is to finance property, plant and equipment, when such items of
property, plant and equipment qualifies for recognition and first hecomes
available for use by the Municipality. Where public contributions have been
received but the Municipality has not met the related conditions, it is recognised
as an unspent public contribution (liability).

Revenue from third parties I.e. insurance payments for assets impaired, are
recognised when it can be measured reliably and is not being offset against the
related expenses of repairs or renewals of the impaired assets,

Contributed property, plant and equipment is recognised when such items of
propetty, plant and equipment qualifies for recognition and become available for
use by the Municipality.

All unclaimed deposits are initially recognised as a liability until 36 months
expires, when all unclaimed deposits into the Municipality's bank account will be
treated as revenue. This policy is in line with prescribed debt principle as
enforced by the law.
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1.23.2.

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful
expenditure is based on legislated procedures, including those sst out in the
Municipal Finance Management Act {(Act No. 56 of 2003) and is recognised
when the recovery thereof from the responsible councillors or officials is virtually
certain.

Revenue shall be measured at the fair value of the consideration received or
receivable.

When, as a result of a non-exchange ftransaction, a Municipality recognises an
asset, it also recognises revenue equivalent to the amount of the asset
measured at its fair value as at the date of acquisition, unless it is also required
to recognise a liability. Where a liability is required to be recognised it will be
measured as the best estimate of the amount required to settle the present
obligation at the reporting date, and the amount of the increase in net assets, if
any, recognised as revenue, When a liability is subsequently reduced, because
the taxable event occurs or a condition is satisfied, the amount of the reduction .
in the liability will be recognised as revenue.

Services in-kind that are significant to the Municipality’s operations are
recognised as assets and the related revenue when:

® it is probable that the future economic benefits or service potential will flow
to the Municipality; and
e the fair value of the assets can be measured reliably.

If the services in-kind are not significant to the Municipality's operations or does
not satisfy the above-mentioned criteria, the Municipality only disclose the
nature and type of services in-kind received during the reporting period. When
the criteria for recognition is satisfied, services in-kind are measured on initial
recognition at their fair value as at the date of acquisition. Services in-kind
include services provided by individuals to the Municipality and the right to use
assets in a non-exchange fransaction. These services meet the definition of an
asset, because the Municipality controls the resource from which future
economic benefits or service potential is expected fo flow to the Municipality.
The assets are immediately consumed and a transaction of equal value is also
recognised to reflect the consumption of these services in-kind, resulting in a
decrease of the asset and an increase in an expense. The Municipality
therefore recognises an expense and related revenue for the consumption of
services in-kind.

Revenue froin Exchange Transactions
Revenue from exchange transactions refers to revenue that accrued to the
Municipality directly in return for services rendered or goods sold, the value of

which approximates the consideration received or receivable.

Revenue from the sale of goods is recognised when all the following conditions
have been satisfied:

- Page 57 2= s




NANMAKIWA DISTRICT MUNIGIPALITY , [
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 o
| J

o The Municipality has transferred to the purchaser the significant risks and
rewards of ownership of the goods;

e The Municipality retains neither continuing managerial involvement to the
degree usually associated with ownership nor effective control over the
goods sold;

o The amount of revenue can be measured reliably;

@ ltis probable that the economic benefits or service potential associated with
the transaction will flow to the Municipality;

o The costs incurred or to be incurred in respect of the transaction can be K
measured reliably. t

At the time of initial recognition the full amount of revenue is recognised where ]
the Municipality has an enforceable legal obligation to collect, unless the A
individual collectability is considered to be improbable. If the Municipality does
not successfully enforce its obligation to collect the revenue this would be

considered a subsequent event, ﬂ
Interest revenue is recognised using the effective interest rate method.

Revenue from the rental of facilities and equipment is recognised on a straight- J i
ine basis over the term of the lease agreement. | k3

Revenue arising from the application of the approved tariff of charges is {‘
recognised when the relevant service is rendered by applying the relevant tariff. i
This includes the issuing of licences and permits.

Revenue from the sale of goods is recognised when substantially all the risks , }7 n
and rewards in those goods are passed fo the consumer. ‘

Revenue arising out of situations where the municipality acts as an agent on [
hehalf of another entity (the principal) is limited to the amount of any fee or
_commission payable to the municipality as compensation for executing the
agreed services. iy Il LT i ViR Sl ., St H

Revenue is measured at the fair value of the consideration received or f
receivable. !t

The amount of revenue arising on a transaction is usually determined hy .
agreement between the entity and the purchaser or user of the asset or service. ’ '
Itis measured at the fair value of the consideration received or receivable taking 1
into account the amount of any trade discounts and volume rebates allowed by

the entity. ’

In most cases, the consideration is in the form of cash or cash equivalents and J
the amount of revenue is the amount of cash or cash equivalents received or -
receivable. However, when the inflow of cash or cash equivalents is deferred, r
the fair value of the consideration may be less than the nominal amount of cash
received ol receivable. When the arrangement effectively constitutes a )
financing transaction, the fair value of the consideration is determined by J
discounting all future receipts using an imputed rate of interest. The imputed
rate of interest is the more clearly determinable of either:
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® The prevailing rate for a similar instrument of an issuer with a similar
credit rating; or

o A rate of interest that discounts the nominat amount of the instrument to
the current cash sales price of the goods or services.’

The difference between the fair value and the nominal amount of the
consideration is recognised as interest revenue.

When goods or setvices are exchanged or swapped for goods or services
which are of a similar nature and value, the exchange is not regarded as a
transaction that generates revenue. When goods are sold or services are
rendered in exchange for dissimilar goods or services, the exchange is
regarded as a transaction that generates revenue. The revenue is measured at
the fair value of the goods or services received, adjusted by the amount of any
cash or cash equivalents transferred. When the fair value of the goods or
services received cannot be measured reliably, the revenue is measured at the
fair value of the goods or services given up, adjusted by the amount of any cash
or cash equivalents transferred.

1.24. TRANSFER OF FUNCTIONS (Municipality as acquirer)

A function is an’integrated set of activities that is capable of being conducted and
managed for purposes of achieving a Municipality’s objectives, either by providing
economic benefits or service potential,

A transfer of functions is the reorganisation and/or the re-allocation of functions
between Municipalities by fransferring functions between Municipalities or into
another entity.

An asset is identifiable if it either:

]

is separable, i.e. is capable of being separated or divided from the
Municipality and sold, transferred, licensed, rented or exchanged, either
individually or together with a related contract, asset or liability; or

arises from contractual rights (including rights arising from binding
arrangements) or other legal rights (excluding rights granted by statute),
regardless of whether those rights are transferable or separable from the
_Municipality or from other rights and obligations.

The Municipality accounts for each transfer of functions between entities not under
common control by applying the acquisition method. Applying the acquisition
method requires:

(a)
(b)
(c)

identifying the acquirer (Municipality);

determining the acquisition date,

recognising and measuring the identifiable assets acquired, the liabilities
assuimed and any non-controlling interest in the acquiree; and
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(d) recognising the difference between (c) and the consideration transferred to
the seller,

As of the acquisition date, the Municipality recognises the identifiable assets
acquired and the liabilities assumed. The identifiable assets acquired and liabilities
assumed meets the definitions of assets and liabilities in the Framework for the
Preparation and Presentation of Financial Stafements and the recognition criteria in
the applicable Standards of GRAP at the acquisition date. In addition, the
identifiable assets acquired and liabilities assumed are part of what the Municipality
and the acquiree (or its former owners) agreed in the binding arrangement.

The Municipality measures the identifiable assets acquired and the liabilities
assumed at their acquisition-date fair values.

The Municipality subsequently measures and account for assets acquired and
liabilities assumed in accordance with other applicable Standards of GRAP.
RELATED PARTIES

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 ~
“Related Party Disclosuyres”.

A related party is a person or an entity:

o with the ability to control or jointly control the other party,

o or exercise significant influence over the other party, or vice versa,
o ar an entity that is subject to common control, or joint control.

The following are regarded as related parties of the Municipality:

(@) A person or a close member of that person's family is related to the
Municipality if that person:

@

has control or joint control over the Municipality.

has significant influence over the Municipalities. Significant influence is
the power to parlicipate in the financial and operating policy decisions
of the Municipality.

e is a member of the management of the Municipality or its controlling
entity,

&

(b)  An entity is related to the Municipality if any of the following conditions apply:

<]

the entity is a member of the same economic entity (which means that

each confrolling entity, controlied entity and fellow controlled entity is

related to the others).

e one entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of an economic entity of which
the other entity is a member),

o both entities are joint ventures of the same third party.
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> one entity is a joint venture of a third enfity and the other entity is an
associate of the third entity.

o the enfity is a post-employment benefit plan for the benefit of
employees of either the Municipality or an entity related to the
Municipality. If the reporting entity is itself such a plan, the sponsoring
employers are related to the entity.

» the entity is controlled or jointly controlled by a person identified in (a).

» a person identified in (a) has significant influence over that entity or is a
member of the management of that entity (or its controlling entity).

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by that person in their dealings with the
Municipality. A person is considered to be a close member of the family of another
person if they:

(a) are married or live together in a relationship similar to a marriage; or
(b)  are separated by no more than two degrees of natural or legal consanguinity
or affinity.

Management (formerly known as “Key Management”) includes all persons having
the authority and responsibility for planning, directing and controlling the activities
of the Municipality, including:

(a) all members of the goveming body of the Municipality;

(b) amember of the governing body of an economic entity who has the authority
and resporisibility for planning, directing and controlling the activities of the
Municipality;

() any key advisors of a member, or sub-committees, of the governing body
who has the authority and responsibility for planning, directing and controlling
the activities of the Municipality; and

(d) the senior management team of the Municipality, including the chief

_executive- officer or permanent-head -of the Municipality, unless already
included in (a).

Management personnel include:

(a) All directors or members of the governing body of the Municipality, being the
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral
Commitiee,;

(b) Other persons having the authority and responsibility for planning, directing
and controlling the activities of the reporting Municipality being the Municipal
Manager, Chief Financiat Officer an all other managers reporting directly to
the Municipal Manager or as designated by the Municipal Manager.

Remuneration of management includes remuneration derived for services provided
to the Municipality in their capacity as members of the management team or
employees. Benefits derived directly or indirectly from the Municipality for services
in any capacity other than as an employee or a member of management do not
meet the definition of remuneratiori. Remuneration of management excludes any
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1.26.

1.28.

consideration provided solely as a reimbursement for expenditure incurred by
those persons for the benefit of the Municipality.

The Municipality operates in an economic environment currently dominated by
entities directly or indirectly owned by the South African government. As a result
of the Constitutional independence of all three spheres of government in South
Afiica, only parties within the same sphere of government will be considered to be
related parties. Only fransactions with such partizs which are not at arm’s length
and not on normal commercial terms are disclosed.

UNAUTHORISED EXPENDITURE

Unauthotised expenditure is expenditure that has not been budgeted, expenditure
that is not in tetms of the conditions of an aflocation received from another sphere
of government, municipality or organ of state and expenditure in a form of a grant
that is hot permitted in terms of the Municipal Finance Management Act (Act No.
56 of 2008). Unauthorised expenditure is accounted for as an expense (measured
at actual cost incurred) in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of
Financial Performance.

- IRREGULAR EXPENDITURE

lrregular expenditure is expenditure that is contrary to the Municipal Finance
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of
2000), the Public Office Bearers Act, and (Act. No. 20 of 1998) or is
contravention of the Municipality's Supply Chain Management Policy. Ilregular
expenditure excludes unauthorised expenditure. frregular  expenditure s
accounted for as expenditure (measured at actual cost incurred) in the Statement
of:Financial Performance and-where recovered, it is~subsequently aceounted for as
revenue in the Statement of Financial Performance.

FRUITLESS AND WASTEFUL EXFPENDITURE

Fruitless and wasteful expenditure is expenditure that was made in vain and could
have been avoided had reasonable care been exercised. Fruitless and wasteful
expenditure is accounted for as expenditure (measured at actual cost incurred) in
the Statement of Financial Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

3. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A contingent liability is a possible obligation that arises from past events and
whose existence will be confirmed only by the occurrence or non-oceurrence of
one or more uncertain future events not wholly within the control of the entity. A
contingent liability could also be a present obligation that arises from past events,
but is not recognised because it is not probable that an outflow of resources
embodying economic benefits will be required to the obligation or the amount of
the obligation cannot be measures with sufficient reliability,
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1.30.

The Municipality does nat recognise a contingent liability or contingent asset. A
contingent liability is disclosed unless the probability of an outflow of resources
embodying economic benefits or service potential is remote, A contingent asset is
disclosed where the inflow of economic benefits or service potential is probable.

Management judgement is required when recogms]ng and measurmg contingent
Elabliltles

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTZI\!I.ATES

In the process of applying the Municipality's accounting policy, management has
made the following significant accounting judgements, estimates and assumptions,
which have the most significant effect on the amounts recognised in the financial

statements:
Post-retirement medical obligations and Long service awards

The cost of postretirement medical obligations and long service awards are
determined using actuarial valuations. The actuarial valuation involves making
assumptions about discount rates, expected rates of return on assets, future salary
increases, mortality rates and fufure pension increases. Major assumplions used
are disclosed in note 13 of the Annual Financial Statements. - Due to the long-term
nature of these plans, such estimates are subject to significant uncertainty.

Impairment of Receivables

The calculation in respect of the impairment of debtors is based on an assessment
of the extent fo which debtors have defaulted on payments already due, and an
assessment of their ablhty to make payments based on their creditworthiness. This
was performed per service-identifiable categories across all classes of debtors.

Property, Plant and Equipment

The useful lives of property, plant and equipment are based on management's
estimation. Infrastructure’s useful lives are based on technical estimates of the
practical useful lives for the different infrastructure types, given engineering
technical knowleddge of the infrastructure types and service requirements. For
other assets and buildings management considers the impact of technology,
availability of capital funding, service requirements and required return on assets

“to determine the optimum useful life expectation, where appropriate. The

astimation of residual values of assets is also based on management’s judgement

whether the asseats will be sold or used to the end of their useful lives, and in what

condition they will be at that tine.

Management referred to the following when making assumptions regarding useful
lives and residual values of Property, Plant and Equipment:
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o The useful life of movable assets was determined using the age of similar
assets available for sale in the active market. Discussions with people within the
specific industry were also held to determine useful lives.

o Local Govemment Industry Guides was used to assist with the deemed cost
and useful life of infrastructure assets.

o The Municipality referred to buildings in other municipal areas to determine the
useful life of buildings. The Municipality also consulted with engineers to
support the useful life of buildings, with specific reference to the structural
design of buildings.

For deemed cost applied to other assets as per adoption of Directive 7,
management used the depreciated replacement cost method which was based on
assumptions about the remaining duration of the assets.

The cost for depreciated replacement cost was determined by using either one of
the following:

o Cost of items with a similar nature currently in the Municipality’s asset register;

o Cost of items with a similar nature in other municipalities’ asset registers, given
that the other municipality has the same geographical setting as the Municipality
and that the other municipality’s asset register is considered to be accurate;

a Cost as supplied by suppliers.

For deemed cost applied to land and buildings as per adoption of Directive 7,
management made use of on independent valuator. The valuator's valuation was
based on assumptions about the market's buying and selling trends and the
remaining duration of the assets, '

Intangible Assefs

The useful lives of intangible assets are based on management’s estimation.

Management considers the impact of technology, availability of capital funding,
service requirements and required return on assets to determine the optimum
useful life expectation, where appropriate.

Reference was made to intangibles used within the Municipality and other
municipalities to determine the useful fife of the assets.

For deemed cost applied to intangible assets as per adoption of Directive 7,
management used the depreciation cost method which was based on assumptions
about the remaining duration of the assets.

Investment Properfy

The useful lives of investment property are based on management’s estimation.
Management considers the impact of technology, availability of capital funding,
service requirements and required return on assets to determine the optimum
useful life expectation, where appropriate. The estimation of residual values of
assefs Is also based on management’s judgement whether the assets will be sold
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or used to the end of their economic lives, and in what condition they will be at that
time.

Management referred to the following when making assumptions regarding useful
lives and valuation of investment property:

‘o The Municipality referred to buildings in other municipal areas to determine the

useful life of buildings.
« The Municipality also consulted with professional engineers and qualified
valuators to support the useful life of buildings.

For deemed cost applied to Investment Property as per adoption of Directive 7,
management made use of on independent valuator. The valuator's valuation was
based on assumptions about the market's buying and selling trends and the
remaining duration of the assets.

Provisions and Confingent Liabilifies

Management judgement is required when recognising and measuring provisions
and when measuring contingent: liabilities. Provisions are discounted where the

time value effect is material.
Provisfon for Staff leave

Staff leave is accrued to employees according to callective agreements. Provision
is made for the full cost of accrued leave at reporting date. This provision will be
realised as employees talke leave or when employment is terminated.

Revenue Recognition

Accounting Policy on Revenue from Non-Exchange Transactions and Accounting
Policy on Revenue from Exchange Transactions describes the conditions under
which revenue will be recognised by management of the Municipality.

In making their judgement, management considered the detailed criteria for the
recognition of revenue as set out in GRAP 9 Revenue from Exchange
Transactions and GRAP 23. Revenue from Non-Exchange Transactions.

* Specifically, whether the Municipality, when goods are sold, had transferred to the

131

buyer the significant risks and rewards of ownership of the goods and when
services are rendered, whether the service has been performed. The
management of the Municipality is satisfied that recognition of the revenue in the
current year is appropriate.

TAXES — VALUE ADDED TAX

Revenue, expenses and assets are recognised net of the amounts of vaiue added
tax. The net amount of Value added tax recoverable from, or payable fo, the
taxation authority is included as part of receivables or payables in the Statement of

Financial Position.
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1.32.

1.33.

NAMAKWA DISTRICT MUNFCIPALITY

CAPITAL COMMITMENTS !

Capital commitments disclosed in the financial statements represents the balance
committed to capital projects on reporting date that will be incurred in the period
subsequent to the specific reporting date,

EVENTS AFTER REPORTING DATE

Events after the reporting date are those events, both favourable and
unfavourable, that occur between the reporting date and the date when the
financial statements are authorised for issue. Two types of events can be
identified;

» those that provide evidence of conditions that existed at the reporting date
(adjusting events after the reporting date); and

¢ those are indicative of conditions that arose after the reporting date (non-
adjusting events after the reporting date).

If non-adjusting events after the reporfing date are material, the Municipality
discloses the nature and an estimate of the financial effect,
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Narnakwa Disfrict Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 Juna 2017

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following:
Cash on hand

Cash at bank

Gall deposiis

Corregtion of Error

Cash and cash equivalenis comprise cash held and short term deposils. The

carrying amount of these assets approxiinates thelr fair value.

Call Investmenis Deposits to an amount of R1 786 036 are held to fund the

Unspent Conditional Granis {2016: R2 991 964).
The Municipality has the following bank accounts: -

Gurrent Aceount (Current Primary Bank Account)

Nedbank Limited - Account Number 1140845938 (Primary Bank Account):

Cash book balance al beginning of year

Cash boolk balance at end of year

Bank stalement balance at beginning of year

Bank statement balance ai end of year

Current Account (Previous Primary Bank Account)

ABSA Bank Limited - Account Number 2210000014 (Primary Bank Account):

Cash hook balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Banlk statement balance at end of year
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Namakwa District Municipality

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 30 June 2017

Nofe

Call iInvestment Deposits

Nedbank Limited - Account Number 03/7662031837 (Capital Replacement Reserve):
ABSA Bank Limited - Account Number 2218157720 (Capital Replacement Reserve):
Nedbank Private Wealth - Account Number NAMAK001/83 (Call Deposit):
Nedbank Limiled - Account Number 03/76620371934 (Call Deposit):
ABSA Bank Limifed - Account Number 90 6918 2890 (Call Deposit):
Nedbank Limited - Account Number 03/7662031969 (Call Deposit):
ABSA Bank Limiled - Account Number 20 6629 1015 (Call Deposit):
Nedbank Limiled - Account Number 03/7662031398 (Leave Reserve):
ABSA Bank Limited - Account Number 90 7473 1242 (Leave Reserve):
Nedbank Limited - Account Number 03/7662031795 (Finance Management Grant):
ABSA Bank Limited - Account Number 81 1081 2063 (Finance Management Grant):
Nuweveld Co-op (Members Interest Fund):
ABSA Bank Limited - Account Nuraber 22 1815 8326 (Contingency Fund):
Nedbank Limfted - Account Number 03/7662031845 (Municipal System Iimprovement Grant):
ABSA Bank Limited - Account Number 81 0726 5605 (Municipal System Improvement Gran):
Nedbank Limited - Account Number 03/7662031888 (Swarizkop Sporigrounds):
ABSA Bank Limited - Account Number 91 9251 2118 (Swartzkop Sportgrounds):
ABSA Bank Limiled - Account Number 91 9251 2477 (Spoegrivier Sporlgrounds):
Nedbank Limited - Account Number 03/7662031780 (EPWP):
ABSA Bank Limited - Account Mumber 81 4340 6887 (EPWP):
Nedbank Limited - Account Number 03/7662031829 (IDP):
ABSA Bank Limited - Account Number 81 0725 7005 (IDP):
Nedbank Limited - Accaunt Number 03/7662031810 (Border Fencing):
ABSA Bank Limited - Account Number 91 0726 7308 (Border Fencing):
Nedbank Limited - Account Number 02/7662031950 (Depositor Plus):
ABBA Bank Limited - Account Number 92 9745 9861 (Depositor Plus):
ABSA Bank Limited - Account Number 91 0726 7770 (Sakrivier Bridge):
Investec Bank Limited - Account Number 1100 519041 620 (Call Deposit):
Nedbank Limited - Account Number 03/7662031926 {RRAMS):
ABSA Bank Limited - Account Number 93 1153 2731 (RRAMS):
Nedbank Limited - Account Number 03/7662031802 {Fre Equipment Gran):
ABSA Bank Limited ~ Account Number 91 8438 7915 (Fire Equipment Gran):
Nedbank Limited - Account Number 03/7662031977 (PIMMS):
ABBSA Bark Limited - Account Nurnber 91 0809 §924 (PlviMS):
Nedbank Limiled - Account Number 03/7662031772 (Electronic Filing System);

© ABSBABank Limited < Account Nuriber $1 1931 22307 (Blectronic Fillng System):
Nedbank Limited - Account Number 03/7662031853 (Training Fund SETA):
ABSA Bank Limited ~ Account Number 91 2120 8647 (Training Fund SETA):
Nedbank Limited - Account Number 03/7662031918 {Woarl for Water):
ABSA Bank Limited - Account Number 91 2356 3504 (Waork for Waler):

Nedbank Limited - Account Number 03/7662031764 (Pept. Agriculiure, Forestery and Fiéhen'es):
ABSA Bank Limited - Account Number 92 7425 5686 (Dept. Agriculture, Forestery and Fisheries):

Nedbank Limited ~ Account Number 03/7662031758 (Civit Defence Grant):
ABSA Bank Limited - Account Number 92 7425 5709 (Civil Defence Grant):
Nedbank Limlied - Accotnt Number 03/7662031942 (Khotso Pula Nala):
ABSA Bank Limiled - Account Number 92 7425 5074 (Kholso Pula Nala):
Sub-total for Gall Investment Deposits

Tofal Call Investment Deposifs are as follows:
Cash book balance al beginning of year

Cash bool halance at end of year

Bank statement balance at beginning of year

Bank slatement balance al end of year
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Namalwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2047

Note

Details of Call Investment Deposils are as follows:

Nedbani Limited - Account Number 03/7662031837 (Capital Replacement Reserve):
Gash book balance al beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Bzgnk Limited - Account Number 2218151720 (Capital Replacement Reserve)!
Cash book balance at beginning of year '

Cash hook balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbanlk Private Wealth - Account Number NAMAK001/83 (Call Deposit):
Cash book balance at beginning of year

Gash hook balance at end of year

Bank statement balance al beginning of year

Bank statement balance at end of year

Nedbank Limited » Account Number 03/7662031934 (Call ‘Deposif):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance a heginning of year

Banl statement balance at end of year

ABSA Banic Limited - Account Number 80 6918 2890 (Call Deposit):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Necibank Limited - Account Number 03/7662031969 (Call Deposit);
Cash hook balance at beginning of year

Cash book balance at end of year

Bank stalement balance at heginning of year

Bank statement balance at end of year

ABSA Bank Limited ~ Acoount Number 20 6628 1015 (Call Depaosit):
Cash book balance al beginning of yaar

Cash book balance at end of year

Bank statement balance al beglnning of year

Bank statement balance at end of year
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Namakwa District Municipality

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 30 June 2047

Nedbanic Limited - Account Number 03/7662031896 (leava Reserve);
Cash bool balance at beginning of year
Cash book balance at end of year

Bank stalement bajance at beginning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 90 7473 1242 (Leave Reserve):
Cash book balance at heginning of year

Cash book balance al end of year

Bank statement balance at beginning of year

Bank statement balance at end of vear

Nedbanl Limited - Account Number 03/7662031799 (Finance Management Grand):
Gash book balance at beginning of year
Cash book balance at end of year

Bank statement balance at beginning of year

Banl stalement balance at end of year

ABSA Banl Limited - Aceount Number 91 1097 2063 (Finance Management Grant):

Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank stalement balance at end of year

Nuoweveld Co-op (Members Inferest Fun d):
Cash book balance at beginning of year

Gash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Bank Limited « Account Number 22 1815 8326 {Contingency Fund):
Cash book balance at beginning of year
Cash book balance af end of year

Bank statement balance at beginning of year

Bank statement balance af end of year

Nedbank Limited - Account Number 03/7662031845 (Wunicipal System Improvement Gran{):

Cash book balance al beginning of year

Cash hook balance at end of year

Bank statement balance at beginning of year

Bank statement balance af end of year

Page 50

Note

2017 20186
R R
903 280 y
. 907 638 =
998 896 799 146
. 998 896
998 896 799 146
- 998 896
o 1297 :
1599 -
1240 4718
- 1240
1240 4718
- 1240
1804 1804
1804 1804
1804 1804
1804 1804
U 1179 75 679
- 1179
1179 75679
1179
1359 5
1441 =

[ —

P




-

Namalkwa Disirict Municipality
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30.June 2017

Note

ABSA Bank Limited ~ Account Number 91 0726 5605 (Municipal System Improvement Grant):
Cash book balance al beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbank | imited - Account Number 03/7662031888 (Swartzkop Sporgrounds):
Gash book balance at beginning of year

Cash book balance al end of year

Bank statement balance al beginning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 91 §251 2118 (Swartzfop Sportgro unds):
Cash haok balance at beginning of year

Cash boolk balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 87 9251 2477 (Spoegrivier Sportgrounds);
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbank Limited ~ Account Number 03/7662031780 (EPWF):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 97 4340 6867 (EPWP):
Cash book balance at beginning of year :

Cash book halance at end of year

Bank statement balance at beginning of year

Bank statement bafance at end of year

Nedhank Limited - Accourt Number 03/7662031829 (IDF):

Cash book balance at beginning of year

Cash book balance at end of year

Bank stalemen balance at beginning of year

2017 2016
R R
17102 318 144
- 17 102
17102 318144
- 17 102
16 565 .
16 645 e
16 565 207 475
- 18 565
_ 16 565 207 475
- 16 565
5280 52980
- 5290
5290 5200
5 5290
288 571 5
292116 <
23 167 2001
. - - 23167
23 167 2,001
- 23 167
2 001 )
2023 :

Bank stalement balance at end of year
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NOTES TO THE FINANGIAL STATEMENTS

for the year ended 30 June 2017

Nedbani Limited - Account Number 03/7662031829 (IDR):
Cash book balance al beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbank Limited - Account Number 03/7662031926 (RRAIIS):
Cash baok balance at heglnning of year

Cash baok balance at end of year

Bank statement balance at beginning of year

Bank statemen! balance at end of year

ABSA Bank Limited - Account Number 93 1153 2731 (RRAMS):
Gash book halance at beginning of year
Cash book balance at end of year

Bank stalement balance at beginning of year

Bank statement balance at end of year

Nedihank Limited - Account Number 03/7662031810 (Border Fencing):
Cash book balance at beginning of year

Cash book balance al end of year

Barnk statement balance at begihning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 91 0726 7306 (Border Fencing):
Cash book balance al beginning of year

Cash book balance at end of year

Bank statement balance at beginning of vear

Bank stalement balance at end of year

Nedbank Limited - Account Number 03/7662031950 (Depositor Plus):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank stalement balance al end of year

Nedbank Limited - Account Number 03/7662031950 (Depositor Plus):
Cash book balance at beginning of year
Cash heok balance at end of year

Bank stalement bafance at beginning of year

Bank stalement balance at end of year

Page 52

Note

2017 2016
R R
370 741 398 885
5 370741
370 741 3098 885
2 370 741
1345 870 -
1353 579 iy
127 175 .
- 127 175
127 175 -
- 127 175
_ 54239 .
54 501 5
54239 54 239
- 54 239
. 54239 54 239
w0, 54 239
109 479 .
109 479 =
103 130 97 104 _
_ - 103 130
0895 97 104
S T 103 130

iy

Sy




TP |

[e——

el et e

Namakwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2017

Note

ABSA Bank Limited - Account Number 91 0726 7770 (Salaivier Bridge):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statementl balance at beginning of year

Bank statement balance atend of year

Investec Bank Limited - Account Number 1100 519041 620 (Call Deposit):
Cash book balance af beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbank Limited - Account Number 03/7662031802 (Fire Equipmient Grant):
Cash book balance af beginning of year

Cash book balanca at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Bank Limited - Account Number 81 8438 7915 (Fire Equipment Grant):
Gash book balanee at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year

Nedbank Limited ~ Account Number 03/7662031977 (PIMMS):
Cash book balance at beginning of year

Cash book balance atend of year

Bank statement balance at beginning of year

Bank statement balance at end of year

ABSA Banlk Limited - Account Number 91 0809 6924 (PINIVS):
Cash book balance at beginning of year

Cash book balance at end of year
Bank statement bafance at beginning of year

Bank slatement balance af end of year

Nedhank Litnited - Account Number 03/7662031772 (Electronic Filing Systeni):
Cash book balance at beginning of year

Cagsh book balance at end of year

Bank statement balance at beginning of year

Bank statement balance at end of year
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Namalowa District I'.Huni-cipa]ity
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Note 2017 2016
R

ABSA Bank Limifed - Account Number 81 1931 2230 (Electronic Filing System);
Cash book balance at heginning of year 4798 15 227
Cash book balance at end of year - 4798
Bank stalement balance at beginning of year 4798 15 227
Bank statement balance at end of year - 4798
Nedbanic Limfted - Account Number 03/7662037853 (Training Fund SETA):
Cash book balance at beginning of year = 5
Cash book balance at end of ysar 3842 -
Bank statemenl balance at beginning of year - -
Bank statement balance at end of year 3860 =~
ABSA Banlk Limited - Account Number 97 2120 8647 (Training Fund SETA):
Cash book balance at beglhning of year 3 842 3842
Cash book balance at end of year - 3842
Bank statement balance at beginning of year 3842 3842
Bank statement balance at end of year - 3842
Nedbani Limited - Aceount Number 03/7662031918 (Work for Water):
Cash book balance at beginning of year = &
Cash book balance at end of year 24 357 -
Bank stalement balance at beginning of year - -
Bank statementl balance at end of year 24 357 ~
ABSA Bank Limited - Account Number 91 2356 3504 (Worl for Wates):
Cash book balance at beginning of year 430 425 291 450
Cash book halance at end of year ) - 430 425
Bank statement balance at beginning of year 430 425 291 450
Bank statement balance at end of year . 430 425
Nedbank Limited - Account Number 03/7662031764 (Dept. Agriculture, Ferestery and Fisheries):
Cash book balance at beginning of year - r .
Cash book balance at end of year 3220 -
Bank statement balance at beginning of year - 1L
Bank stalement balance at end of year 3236 i I
ABSA Bank Limited - Account Number 92 7425 5686 (Dept. A griculture, Forestery and Fisheries):
Cash book balance al beginning of year 3220 3220
Cash boek balance at end of year - 3220
Bank slalement balance at beginning of year 3220 3220
Bank slatemenl balance al end of year " 3 - 3 220
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Namakwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2017

Noie

Nedbanlc Limited - Account Number 03/7662031756 (Civif Defence Grant):
Cash book balance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year

Bank slatement balance at end of year

ABSA Bank Limited - Account Number 92 7425 5709 (Civil Defence Grani):
Cash book balance at beginning of year

Cash book balance at end of year

Bank stalement balance at beginning of year

Bank statement balance at end of year

Nedbank Limited - fccount Number 03/7662031942 (Khotso Pula Nala):
Cash hook halance at beginning of year

Cash book balance at end of year

Bank stalement balance at beginning of year

Bank statement balance at end of year

Nedpank Limited - Account Number 03/7662031942 (Khotso Pula Nafa):
Cash book halance at beginning of year

Cash book balance at end of year

Bank statement balance at beginning of year
Bank statement balance at end of year
Cash on hand

Total cash and cash equivalenis

_REGEIVABLES FROM NON-EXGHANGE TRANSACTIONS

Department of Roads and Public Works

Sundry Debfor - Depariment Agricutture, Forestiy and Fisheries

Sundry Debtor - Department of Environmental alfairs - Work for Water

Other Receivables

Correclion of error Nofe 28.2

Less: Provision for bad debts
Tota) Receivables from non-exchange fransactions

The fair value of other receivables approximate their carrying value.

Recanciliation of Provision for Bad Debis

Balance af beginning of year

Confribution to provision

Correction of error Note 28.2
Reversal of contiibulion

The total amount of this provislon conslsts oft

Taxes
Sundry Debtor - Department Agriculiure, Forestry and Fisheries
Department of Roads and Public Works

Other receivables
Total Provision for Bad Debts on Trade Recelvables from non-exchange fransactions
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Namalwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Note

Ageing of amounts past due but not impaired:

1 month past due
2+ menths past due

The provision for doublful debts on deblors (loans and receivables) exists due (o the possibility that not
all debts will be recovered. Loans aid receivables were assessed individually and grouped together at
the Statement of Financial Posllion date as financial assets with similar credil risk characleristics and

collectively assessed for impairment.

INVESTMENTS

Financial Instruments
Unlisted Stock: Nuweveld Co-op held for trading

Investments are made in lerms of the municipality's Cash Management and
Investment Policy, as required by means of Regutation R 308 of 1 April 2005
gazelted in the Government Gazette No 27431 of 1 Apiil 2005 and issued by the

Minister of Finance.
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6.1

6.1

B.2
6.3
6.4
6.5
6.8
6.7
6.8
6.9

Namakwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS
for ihe year ended 30 June 2017

Note

INTANGIBLE ASSETS
Reconciliation of carrying value

as al 1 July 2016
Cost
Accumulated amortisation and impairment losses

Acquisitions
Amortisation

Canying value of disposals
Cost
Accurulated amortisation

as at 30 June 2017
Cost
Accumulated amortisation and impairment losses

Reconciliation of carrying value

as at 1 July 2015
Cost
Accumulated amorilisation and impairment losses

Acquisitions
Amorlisafion

Garrying value of disposals
Cost
Accumulated amortisation

as at 30 June 2016
Cost
Accumulated amortisation and impairment losses

No infangible assel were assed having an indefinite useful life.

There are no internally generated intanglble assets at reporting daie.

There are no intangible assefs whose title is restricted.

There are no intangible assels pledyed &s security for liabilities.

There are no confractual commitments for the acqulsition of infangible assels.

‘The municipality has no Infangblle assets which are in the process of being constructed or developed.

Intangible Assets Total
R R
748 800 748 600
3113692 3113 692
(2365002 (2 365 092)
(232 561) (232 561)
516 048 516 048
3113692 3113 692
(2 597 643) (2 597 643
Intangiblo Assets Total
R R
4 037 408 1037 408
31_13692 3113692
(2 076 284) (2 076 284
(288 808) (288 808)
748 GOD 748 600
3113682 3113602
{2 365 092) (2 366 092)

The municipality has ne Inlangbile assets that are laking a significantly longer period of ime to compeled than expected.

‘The municipalify has no Infangbile assets whare conslruction or development has been halted.
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7.1

7.2

7.3

7.4
7.5
7.6
77
78

INVESTMENT PROPERTY CARRIED AT COST

: Reconciliation of carrying valuae

as at 1 July 2016
Cost
Accumulated depreciation and impairment fosses

Acqulsitions
Depreciation

Transfers from / (to) Froperly, Plant and Equipment
Cost
Accumulated depreciation

Impairment loss/Reversal of Impairment loss
Transfers
Other movements

as at 30 June 2017
Cost
Accumulated depreciation and Impairment losses

Reconclliation of carrying value

as at 1 July 2015
Cost
Accumulated depreciation and impalmment losses

Acquisilions
Depreciation

“Transfers from/ {to) Property, Plant and Equipment
Cast
Accumullated depreciation

Impajrment loss/Reversal of impairment loss
Transfers

Other movements

as at 30 June 2016

Cosl
Accurulated depreclation and impairment losses

Revenue from Investiment Property

Revenue derived from the rental of Investment Property

Operating Expenditure incurred on pro perties:

Revenue Generating
Improved Properiy
Unimproved Property

Non-revenue Generating

Improved Property
Unimproved Property

Total Operating Expendifure

Namakwa District Municipalify

NOTES TO THE FINANCIAL STATEMENTS

far the year ended 30 June 2017

Mote

Investment

property
R

98 043 s 98 043
544 678 . 544 678
(446 638) | 4 (446 635)

Other

R

Total
R

(13 5.;14)

24 300

- (13 594)

24 300

135 000
(110 700)

- 135 000
% (110 700)

108 750 - 108 758
679 678 -
(570 928) -

Investment
property Other Total
R R R

130 937 - 130 937

654 678 - 654 678

(523 741) - (523 741)

(10 894) - (10 894)

(22 000) = 22000

110 000 - 110 000

(88 000) 5 (88 000)

98 043 - 98 043

544 878 - 544 678

{446 635) - {446 635)

2017 2016
R R
453 214 376 899
Repairs and Other Operating
Maintenance Expenditure

26 025

L

L

26 025 %

There are no resfrictions on the realisability of Invesfment Property or the remittance of revenue and proceeds of disposal.

There are no contraclual obligalion to purchase, construct or develop investment propeity or for repairs, maintenance or enhancemenls,

The municipallly has no Investment Properly which is in the process of being constructed or developed,

‘The municipalily has no Inveslment Properly that is aking a significantly longer period of ime {o competed than expocted.

The municipality has no nvesiment Properly where construclion or development has been halted,
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10.1

Namalkwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2047

Mote
TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS
Trade credilors
Payments recejved in advanice
Department of Environmental affaire - Work for Water
Depariment of Agricullure, Forestry and Fisheries
Other credifors
Carrection of ercor Mote 28.1
Total creditors
Payables are heing recognised net of any discounts.
Payables are being paid within 30 days as prescribed by the MFMA. This credit
period granted s considered to be consislen wilh the terms used in the public
seclor, through established praclices and legistation. Discounting of irade and
other payables on initial yecogniiion Is not deemed necessary.
The fair value of irade and other payables approximates thelr carrying amounts, All
payables are unsscured.
VAT RECEIVABLE
VAT recelvable
Correciion of Erfor . Note 28.3

Tolal VAT Receivable

VAT is pavable on the receipls basis, VAT is pald over to SARS only once
payment Is recefved from debtors,

CURRENT EMPLOYEE BENEFITS

Slaff Bonuses

Gurrent Poition of Post Refirement Benefits (see note 13)
Slaff Leave

Current porlion of Long-Senice proviston (see note 13)
Tota| Provisions

The movement in currenl provisions are reconciled as follows: -

as at4 July 2016
Gontributions {o provision
Expendilure incu rred

as at 30 June 2017

as at1 July 2016
Contributions fo provision
Expenditure Incurred

as at 30 June 2016

Staff Bonuses

2teal Do uoes

Bonuses are being paid to all municipal staff, The balance al year end represent
the portion of the bonus {hal have already vested for the current salary cycle,
There Is no possibility of reimbursement.

Staff Leave

Staff leave accued fo employees according lo colleclive agreement. Provision s
made for the full cost of accrued leave at reporting date. This provision will be
realised as employaes take leave. There is na possibility of reimbursement.
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2017 2016

R R
408 330 101 293
84418 9491
- 430425
- 3220
5097 512 208178
- 8904 798
4 514 288 a9 658 106
111 474 376 732
- {111 204)

e
114 474 265 528
695 332 682 793
1469 616 1441740
1229186 1082 899
118 476 238 096
3 513 610 3 445 529
Staif Bonuses Staff Leave

BB2 793 1 082 B39
1 246 996 331 {02
(1 234 458) (184 B15)
695332 1229 186
654 325 1091 059
1292845 84 002
) (1 264 378) (92 162)
GB2793 1 082 099
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Namakyva Distiict Municipality
NOTES TO THE FINANCIAL STATEMENTS

forthe

UNSPENT CONDITIONAL GRANTS AND RECEIPTS

Unspeat Conditional Grants from other spheres of Government
National Government Granis

Provincial Government Granls

Other Sources

Total Unspent Conditional Grants and Receipts

Non-current unspent conditional grants and receipts
Current portion of unspent canditional grants and receipts

See Nole 17 and appendix "F" for reconciliation of grants from ofher

year ended 30 June 2017

Note

spheres of

government. The Unspent Grants are cash-backed by lerm deposils, The
municipality complied with the conditions altached fo all granls recelved to the

extent of revenue recognised. No granls were vithheld.

Unspenl granis can malnly be attdbuled to projects that are work in progress on

the refevant financlal year-ends,
FINANGE LEASE LIABILITY

2017

Amounts payable under finance leases

Within one year
Within two fo five years

Less: Amount due for sefflement vithin 12 months (current portion)

2016
Amounts payahle under finance leasas

Within one year
Within lwo fo five years

Less: Amount due for salffement within 12 monlhs (current portion)

The capitalised lease liability consist out of Ihe following conliracts:
Supplier

Nashua ~ Copiers
Nashua - Copiers - 2014
Nashua - Coplefs - 2015
MTN - Tablels - 2016
MTN - Tablets - 2016

SBupplier
Nashua - Coplers

MTN - Tablets
MTI - Tablels

2017 2016
R R
1350780 147 772
1846723 3401 595
20407 25 636
3217910 3575 063
3217910 3575063

Present value

Minimum lease Future finance of minimum
payment charges lease payments
R R R
167 076 (28 B91) 138 186
96 544 {5 322) 91222
263 620 (34 213) 229 408
(138 186)
91 222
Present value
Minimum lease Future finance of minimum
payment charges lease payments
R R R
180 814 {53 620) 127 194
263 620 {34 213) 229 408
444 434 (87 833) 366 602
(127 194)
229 408

Refer to Appendix A for desciptlons, malurity dales and effeclive interesl rales of

siruciured loans and finance.

Finance Leases are secured by properly, plant and equipment - Note 5
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Effective Inferest

Annual Escalation

rate
17.02% 0%
1447% 0%
15.31% 0%
46.99% 0%
3461% 0%
Lease Term Maturlly Date
4 Years 3170172019
2 Years 31/08/2017
2 Years 30/08/2017
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NON-CURRENT EMPLOYEE BENEFITS

Pravision for post retirement health care benefils
Pravislon for long-service awards
Total Non-Current Employee Benefits

The movement in the non-current employee benefits Is

Provision for Post Relirement Health Care Benefits
Balance at the beginning of year

Gantribulions lo provision

Expanditure incurred

Acluarial (Gains) / L.osses

Transfer 1o current provisions

Balance at the end of year

Provision for long-service awards:
Balance at the beginning of year
Contribulions fa provision
Expenditure incurred

Acluarial (Gains) [ Losses
Transfer to current provisions
Balance at the end of year

Provision for Post Retirement Health Care Benefits

The Post Relirement Health Care Benefit Plan s a defin
{he members are made up as follows:

In-service (employee) members

In-service (employee) non-members

Continuation members {e.g. Relirees, widows, orphans)
Total Members

Namalowa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2017

The liability In respect of periods sommencing prior o the comparative year has

been estimated as follows:

In-service (employee) members

In-service (employes) non-members

Conlinuation members (e.g. Retirees, widows, orphans)
Total Members

“The liabilily in respect of past service has been estimate

In-service members
Conlinuation membels
Total Liability

The municipalily makes monthly contribulions for health
following mmedical ald schemes;

Honitas

Hosmed

LA Health

Key Health, and
SAMWU Medical Ald

The Current-service Gosi for the ensling year is esfimall

whereas the Interest Cost for ihe next yearis eslimaled lo be R1 485 588.

Key actuarial assumptions used:
Rate of inferest
Discount rale

Health Care Cost Inflation Rale
Nel Effeclive Discount Rale

Nofe 2017 2018
R R
15785 907 17 050 741
1 120 060 1050739
16 905 968 18101 481
reconciled as follows: -
16 492 481 18 597 024
1 905 838 ‘| 869 698
(2 169 358) (1 380708)
{973 538) (623 833)
(1 469 616) {1 441 740)
15 785 907 17 050 741
1288 835 1074336
230228 24251
{112 794) (37 571)
(166 733) 39 479
{119 476) (238 096)
1 120 060 1050738
2017 2046
sd benefit plan, of which
62 68
5 6
37 39
104 111
2015 2014 2013
! 78 66
6 & 6
40 42 45
117 124 117
2017 2016
d lo be as follows: R R
3676621 3720795
13 578 902 14771 686
17 256 523 18 402 481
care arrangements to the
ed fo be R 201 158,
% %
8.96 870
7.28 7.87
1.59 078
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iv)

MNamakwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2017

Mortality rates

Tha PA 90 uliimale table, raled down by 1 year of age was used by lhe acluaries,
Normal retirement age

The normal relirsment age for employess of the municipalily is 60 years,
Expected rate of salary increases

201712018 - Average CP| (Feb 2016 — Jan 2017} + 1 per cent
“The three-year Salary and Wage Coliestive Agreement ends on 30 J une 2018.

The amounis recognised in the Statement of Financial Position are as follows:

Present valus of fund obligations
Fair value of plan assets

Unrecognised past service cost
Unrecagnised actuarial gains/{losses)
Present Value of unfunded abligations
Net lizbility/(asset)

The municipality has elected to recognise the full Increase in this defined benefit
liability immediatoly as per GRAP 25, Employee Benefils,

Reconciliatlon of present value of fund ohligation;

Present value of fund obligalion af (he begining of the year
Tolal expenses

Currenl service cost

Interest Cost

Benefits Pald

Acluarial (gains)/losses
Present value of fund obligation at the end of the year

Sensitivily Analysis on the Accrued Liability on 30 June 2047
Assumption
Cenlral Assumplions

The effect of movermnents in the assumplions are as follows:

Assumption

Health care inflation

Health care inflation

Past-refirement moality

Average relirement age

Continualion of membership at relirement

Assumption

Health care infiation

Health care inflation

Post-refirement mortalily

Average refirement age

Continualion of membership al refirement

Sensitivity analysls on currentservice and interest cost for year ending 30
Jtme 2018

Assumption

Health care inflation

Health care inflation

Post-refirement mortality

Average relirement age

Continuation of membership &t refirement
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Note

In-service members
liabiiity (Rm}

3.677

In-service members
liahility (R}

4.383
3,115
3.801
3771
3122

Current Service Cost
(R)

357 500
238 500
300 700
288 100
248 900

2017 2016
R R
2017 2016
R R
17 255 523 18 492 481
17 265523 18 492 487
17 255523 18 492 481
18 492 481 18 597 024
(263 418) 519 290
559153 393 303
1546 786 1 506 694
{2 169 358) {1 380 708)
(973 539) (623 833)
17 255 523 18 492 481

Continuation
members liability
(Rm)

13.579

Continuation
members fability
(Rm)

14.614
12.655
14216
13579
13.579

Change
1%
-1%
-1 year
-1 year
-10%

Interest Cost
(R)

18641700
1352 500
1554 000
1494 000
1435 800

Total liability {(Rm)

17.256

Total fiability (Rm)

18.997
15770
18,017
, 17.350
16.701

% change

Total

10%
-9%
4%
1%
3%

(R)

198388200
1592 ooo
1854 700
1782100
1684700

iy
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1)

Nainakwa District Municlpality
WOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Assumption

Health care inflalion

Heaith care inflation

Post-refirement mortality

Average retirement age

Continuation of membership at retirement

Provision for Long Service Bonuses

The Long Service Bonus plans are defined benefit plans. As at year end, 67

employees were eligible for Long Service Bonuses.

The Current-service Cost for the ensuing yearis eslimaled fo be R 126 488
wheraas the Interest Cost for the next year is esimated to be R 89 276.

ey acluarial assumpfions used:
Rate of inferest

Discounl rale
General Salary Inflalion {long-term)

Nel Effective Discounl Rate applied 1o salary-related Long Service Bonuses

Expected rate of salary increases

204712018 - Average CPI (Feb 2016 — Jan 2017) + 1 per cent

The three-year Salary and Wage Colleclive Agreemant ends on 30 June 2018.

The amounts recoguised in the Statement of Financial Position are as follows:

Preseni value of fund chfigations
Fair value of plap assets

Unrecognised past service cosl
Unrecognised acluarial gainsi{losses)
Present Value of unfunded obligations
Net liability/{asset)

Reconciliation of present value of fund obligation:

Present value of fund obligation at the beginning of the year
Tofal expensas

Current service cost
Interest Cosl
Benefils Paid

Acluarial (gains)flosses
Present value of fund obligation atthe end of the year

Sensitivily Analysis on the Accrued Liability on 30 June 2017

Assumptlon

Central assumplions
General salary inflation
General salary inflation
Average refirement age
Average refirement age
Withdrawal rates

Sensitivily analysis on currents ervice and interest cost for year ending 30

June 2018
Assumption

General salary inflation
General salary inflation

- Average relirement age

Average refirement age
Withdrawal rales
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Mafe

Change

1%
1%
2 Y8
‘2yrs
-50%

Current Sewvice Cost

R}

135 400
116 400
116 200
133700
167 500

2017 2016
R R
Change % change
1% 13%
~1% -10%
-1 year A%
-1 year 0%
~10% -5%
% %
841 8.44
6.23 7.10
2.06 1.25
1 239 536 1288 835
1 238 536 1288 B35
1239 £36 288835
1288 835 1074336
117 434 175 020
131208 127 458
98 930 85133
(112 794) (37 571)
(166 733) 39479
4 239 536 1288 §35
Liability {(Rm} % change
1.240
1.316 8%
1470 -6%
1.102 1%
1.308 5%
1.527 23%
Interest Cost
(R} Total (R}
105 700 241 100
93 600 2141 900
47 700 202900
105 000 238 700
123 500 291 400
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Namalowa District Municlpatity
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Note

Assumption

General salary inflation

Genereal salary Inflalion

Average refirement age
Average refirement age
Wilhdrawal rates

Relirement funds

The Cape Joinl Relirement Fund is a Mulli Employer fund defined s defined benefit plan, it will be accounted
for as defined contribution plan, All the required disclosure has been made as definad in GRAP 25.31.

CAPE JOINT PENSION FUND

The conlribution rafe payable is 9%, by the members and 18% by Councll. The last actuarial vahualion
performed for the year ended 3¢ June 2015 revealed thal the fund has a funding level of 153,1% (30 June
2014~ 101,7%).

Contributions paid recognised in the Statement of Financial Performance

CAPE JOINT RETIREMENT FUND

The contribullon rate paid by the members (9,0%) and Cauncil {18,0%). The las! acluarial valuation performed
for the year ended 30 June 2016 revealed that the fund is in a sound financial positlon with a funding level of
100,6% (30 June 2015 - 100,4%). .

Centributions paid recognised in the Statement of Financial Performance

DEFINED CONTRIBUTION FUNDS

Gouncl contribute to the Government Employses Penslon Fund, Municipal Council Pension Fund, IMATU
Retfrement Fund and SAMWU National Provident Fund which are defined contrlbution funds. The retirement
beneflt fund is subject fo the Pension Fund Acl, 19586, with pension heing calculated on the pensionahle
femuneration paid. Current contribulions hy Council are charged against expenditure on the hasis of current
service cosls. ‘

* Contributions paid recognised in the Statement of Financial Performance

Govemnment Employees Pension Fund
SAMWU National Provident Fund

RENTAL OF FAGILITIES AND EQUIPMENT
Rental of facilities

Correclion of Eor Note 28.5
Total rentals

INTEREST EARNED - EXTERNAL INVESTMENTS

Financlal assels

Total interest

INTEREST EARNED - OUTSTANDING RECFIVABLES

Recelvables from Non-Exchange Transactions

Total interest

GOVERNMENT GRANTS AND SUBSIDIES

Unconditional
Equitable share

Conditional

Grants and Donations
Total Government Grant and Subsidies
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20147 2016
R R
Change % change
1% 7%
1% 6%
-2 years -10%
2 years 6%
-50% 29%
65 321 94776
1871 665 1612 265
2017 2016
R R
87 521 81510
819 031 864 354
906 552 945 863
670 915 710 956
= {68 222)
670 915§ 842734
1466 565 1853 6837
14668 585 18853637
72008 63 074
72008 63 074
35 436 000 34 686 170
7 616631 12573 688
43 052 631 47 269 757
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Namakwa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
far the year ended 30 June 2017

Note

Disclosed as follows:

Government Grants and Subsidies - Operaling
Government Grants and Subsidies - Capital
Total Government Grant and Subsidies

Revenue recognised per vale as required by Seclion 123 (c) of the MFMA:
Equilable share

Executive & Gouncil

Budget & Treasuy
Corporale Services

Planning & Development
Health

Communily & Social Services
Housing

Public Safety

Sport & Recrealion
Environmental Prolection
Waste Managemenl

Waste Waler Management
Road Transport

Waler

Electricily

Total Governmient Grants and Subsidies

Eguifable Share

Balance unspent at heginning of year

Current year recelpis

Conditions met - operafing

Conditions met - capilal

Conditions still to be met - remain liabilities (see note 11)

The Equilable Share is the unconditional share of the revenue raised nationally
and is being allocated in lerms of Seclion 214 of the Consfitutlon (Act 108 of
1996) fo the municipality by the Natlonal Treasury.

Local Government Emanclal Management Grant {FMIG)

Balance unspent at beginning of year

Current year receipts

Gondilions met - operaiing

Conditions met - capilal

Conditions still o be met - remaiit liabititles (see note 11)

The Finaneial Management Granl is paid by Natlonal Treasury to municipalities fo
belp implement ihe financlal refarms required by the Munlcipal Finance
Management Act (MFMA), 2003. The FMG Grant also pays for he cost of the
Financial Menagement infemship Prograrmme (e.g. safary costs of the Financial
Management Inlems).

Municipal Systems improvenient Grant (MSIE

Balance unspent at beginning of year

Current year recelpts

Repaid lo Nalfonal Revenue Fund

Conditions met - aperaling

Conditions met - capital

Conditions still to be met - remaln liabllities (see note 11}

The Municipal Systems Improvement Granl was used for building in-house

capacily fo perform municipal funclions and stabilise institutional and governance
sysfems.
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2017 2046
R R
42 B56 849 47 116 470
195782 1563 287
43052 631 47 269 757
2017 2016
R R
5988 000 4011000
75669 144 6 226 094
26 628 420 33043732
- 10429
21033 1054 473
2428 000 2428 000
409 846 496 030
8 187 -
43 052 31 47 268 757
5986 000 4011000
(5988 000) {4 011 000)
1240 4718
1250 000 1 250 000
(1249 943) (1 253 478)
1287 1240
17 102 303 284
- 930 000
- (303 204)
(15 743) {889 80B)
- (23 090}
1359 17102
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Namalkwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS
forthe year ended 30 Jime 2017

Note 2017 2016

17.4

17.5

17.8

177

17.9

1740

Municipal Infrastruciure Grant {MiG)

Balance unspent at beginning of year

Gurrent year receipis

Repald lo National Revenue Fund

Conditions mat - operating

Conditions et~ capital

Contlitions still to he met - remain ilahilitles {see note 11)

The Municipal Infrastructure Grant was used fo upgrade infrastruciure in
previeusly disadvantaged areas.

RSC 1 evies Replacement Grant

Balance unspent at beginning of year

Gurrent year receipts

Repaid to National Revenue Fund

Conditions met - aperating

Gondilions met - capital

Conditions still to he met - remain tiabllities {see note 11)

This Is an unconditional grant established fo make provision for income for the
District Municipalities after ihe RSC fevies were ferninated,

Coungillors Remuneration Grani

Balance unspent at beginning of year

Current year receipls

Conditions met - operating

Gondilions met - capital

Conditions still to be met - vemain liabilities {see note 11)

This Is an unconditional grant lo co-funding the counciliors remunera ffom.

Planning and Implementation Management System

Balance unspent at begin ning of year

Current year recelpls

Conditions met -~ operaling

Conditions met - capital

Conditions still to be mot - remaln liabilities (see note 11)

This Is a planning reserve and Is ulllised for planning purposes.

Border Feneing

Balance unspent at beginning of vear

Current year recelpls

Conditions met - operating

Conditions met - eapital

Conditions stilt to be met - remain labifitios (sea note 1)

This grantwas eslablished {o make provision Ter fencing next o public roads.

Health Inspector Subsidy

Balance unspent at heginning of year

Current year recelpts

Conditions met - operating

Conditions met - capilal

Conditions stiil to be met- remain Hahilitles (see note 11)

This unconditional grant is parl of the equitable share and services lo subsidise
municipal heaith care,

Civil Defence Subsidy

Balance unspent at beginning of year
Current year receipts

Gonditions met - operating

Conditlons met - capital

- Conditlons still to be met - remain liabilitiss (see note 11) -

This conditional grant is o eslablish a disaster management conlye,
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0

5 546

(s 5:15)

24 621 000

(24 521 000)

25998 170
308 830
(26 307 000)

2399 000
{2 399 000)

2258 D00
(2269 000)

2258

2265

54 239

54 228

54239 ~ 5473%

2 428 000
{2 428 000)

2 428 000
(2 428 000}

427 097
350 goo
{108 171)
(195 762)

248 403
350 000
(125 574)
{46 731)

472 144

- AT 057

o r————— ———

~

[ —,

e e
————




P,

i

[

[rm——

7.1

17.42

17.13

17714

1715

17.16

1747

17.18

Namakwa Disfiict NMunicipality
NOTES TO THE FINANGIAL STATEMENTS
for ihe year ended 30 June 2017

Mote

Expanded Public Works Program

Balance unspent at beghming of year

Gurrent year receipls

Repaid to National Revenue Fund

Conditions mel - operating

Conditions mel - capital

Conditions stll to be met - remain liabiiitles {see note 1)

This grant service to establish work in Jocal communilles.

Fire Equipment Grant

Balance unspent at heginning of year

Curfent year receipls

Conditions mel - operating

Conditions mel - capital

Gondifions still o be met - remain liabifities {sec note 11)

This grant is to assist local municipailiies fo render a fire service.

Inteqrated Development Planning

Balance unspent at beginning of year

Current year receipls

Conditions mel - operating

Conditions met - capital

Conditions still 1o be met - remaln liabilities {see note 11)

This reserve assist the municipalily to compile and maintain the Infegrafed
Bevelopmeni Plan.

Komaggas Road

Ralance unspent at beginning of year

Cureent year receipts

Condltions met - operating

Conditions met - capital

Conditions skl to he met - yemain liabilities {see note 1)

This grani was used fo build the Kommages road,

SA Projects

Balance unspent at beginning of year

Current year receipts

Conditlons met -~ operaling

Conditions met - capital

Conditlons stll to be met- remain Habilities (see note 11)

This grant is lo creale worl programmes In local communities.

Mamaqua Sanitation Bucket System

Balance unspentat beginning of year

Current year recelpts

Conditions met - operaling

Conditlons met - capital

Conditions still to be met - remain fiabilities {se¢ note 11}

This grant is fo address buckef system eradication in lhe Distriol.

NC Housing

Balance unspent at beginning of year

Current year recelpts

Conditions met - operating

Condilions mel - capital

Conditlons still fo be met - remain liabililies (see note 11)

This grant Is fo eslablish a housing unit at the Distiicl level,

‘Sakrlvier Biidgo

Balance unspentat beginaing of year

Current year receipls

Conditons et - operaling

Conditlons mel - capital

Gonditions still ta be met - remain liahllities (see note T'1)

This grant was used {o rehuild the salaiver biidge after fiooding .
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2017 2016
R R
23 166 2001
1 000 000 1000 600
(23 000) S
{929 865) (978 835)
70 301 3166
152 081 125 806
c 350 000
(104 893) (249 408)
- (74 317)
W7 488 T5Z 081
370 741 308 885
- 180 00D
(368 741) (208 143)
W, 2001 370 747
1 1
o q
8 8
3 5
0 130 GG5
- (130 665)
0 ()]
455923 455 923
(161 651) -
304703 ERES
8187 8187
(8187) S
o ()] 58T
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17.22

17.23

17.24

17.25

Namakwa Distriet Municipality
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Note

Khotso Pulz Nala

Balance unspent at beginning of year

Currenl year receipts

Conditions mef - operating

Conditions met - capilal

Conditlons still to be met - remain liabilities (see nate 1)

This grant originated from the Depatment Roads and Public Works and fs used
for profects determined by the Department;

Rural Roads Asset Management

Balance unspent at beginning of year

Current year receipls

Condilions me! - operating

Condilions met - capilal

Conditions still to be met - remay liabilities [see note 11}

This grant was established fo make provision for the establishment of a roads
nehworl,

Elecfronic Filing System

Balance unspent at begiming of vear

Current year receipls

Condiions met - operating

Condiflons met - capital

Conditions still to be met - remain llabilities (see note 11)

The grant Was‘used fo implement an efectronic fifng system.

Spoeqrivler Sport Ground Lofto)

Balance unspent at beginnin g of year

Current year receipis

Condillons met - operating

Conditions me! - capital

Condltions stili to be mat - remain liabilities {see note 14}

This grant was received to bulld a sporls ground in Spoegriver.

Swartzkop Spost Ground (Lotto)

Balance unspent at beginning of year

Gurrent year receipts

Conditions mel - operating

Condilions met - capilal

Conditions still to ba met- remain liabilities {see note 11)

This grant was received lo build a sporls ground in Swatzkop.

Training Reserve (SETA)

Balance unspent at hedginning of year

Current yoar recelpis

Conditions met - operating

Conditions met - capital

Conditions still to be met - remain liabilities (see note 11)

This is the amount claimed back from SETA for traiin g and is ufilised for fraining,

Kamiesbery Special Fund

Balance unspent at beginning of year

Gurrent yaar recsipts

Condilions met - operating

Condilions met - capltal

Conditions sfill to be met - remain liabilities (see note 41}

This grant is used to purify the waler in fhe local selllements.
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2017 2016
R R

1905 353 111851

- 2000 goo

(1013 582) (206 599)

897 771 —mT
127 175 -

3 925 000 2 376 00D
(2706 305) {2248 825)
1348870 27478
4798 16227

- (1 281)

- (9148

4708 4798
5290 5290

{5 200) 5

= 5790

16 565 207 475
- (120 910)

___  __I6B85 T {5 5EE

3842 3842

B F WS I o7 42
0 2297

= (2 297)
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Namalwa District Municipality
NOTES TO THE FINANCIAI STATEMENTS
for the year ended 30.June 2017

Note

17.26 Richtersveld Special Fund

17.27

18

19

Balance unspent at beglnning of year

Current year receipls

Condilions met - operaling

Congdilions met - capital

Conditions still to be met -remain liabilities (see note 11}

This grantis used to purify lhe waler in Ihe local selflements.

Tota] Grants

Opening balance

Grants teceived

Repaid to National Revenue Fund

Conditions met - Operaling

Conditions mef - Capilal

Conditions still to he met/{Grant expenditure to be recovered)

Disclosed as follows:

Unspent Conditional Govemment Granls and Recsipts
Total

OTHER INCOME

Revenue from Exchange Transactions

|ncome from Agency Services

Sundries

Adminisiration Fees

Correction of Error Note 28.1
Revenue from Hon-Exchange Transactions

Aclurial Gains

Total Other Income

EMPLOYEE RELATED COSTS

Employee related costs - Salaries and Wages

Employse related costs - Gontributions for UIF, pensions and medical alds
Travel, motor car, accommodation, subsistence and other allowances
Housing benefils and allowances

Ovedime payments

Performance and olher bonuses

Provision for leave

Contibutlon to provision - Long Service Awards - Note 13
Contdbulion to provision - Post Retirement Medical - Note 13
Gorrectlon of efror .

Jotal Employee Related Costs

Note 28.4

Remunperation of the Municipal Manager - GJ Fortuin
Annual Remuneration

Performance- and other bonuses

Allowences

GContributions fo UIF, Medical and Pension Funds

Total

Remuneration of the Ghief Flnance Officer - R Datadin
Annual Remuneration

Performance- and other bonuses

Allowances

Gontributions to UIF, Medical and Pension Funds

Tolal

Remuneration of Director; Corporate and Municipal Healih Services - G Gloete
Annual Remuneration

Performance- and other honuses

Allowances

Contribulions lo UIF, Medical and Pension Funds

Total
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2017 2016
R R
0 3013
- (3013)
5 5
3575063 2090 015
41961000 43132 170
{23 000) 5
(42089 371) (41 493 835)
(195762) (153 287)
3217810 3 575 063
3247910 3 675 063
37217 910 3575 063
236512 -
144 111 735 245
7023 8 800
- (21 038)
386 646 723 068
1140 272 623 833
1526 918 1 346 841
17 813 322 18 596 396
2954 646 3799284
2 269 362 2512002
547 086 572 595
265 309 314204
1 246 996 1292 845
331 102 84 002
131 298 127 458
359 153 393303
- (214)
25 508 273 27 690 875
761092 712334
37 908 36102
173 656 173 162
431 181 123 261
1083 838 1 044 859
782 921 744 332
37 908 36102
151 485 150 994
118 268 108 257
1 090 5806 1037 G86
688 328 6549 621
37908 36 102
151 485 151 066
83 666 79765
561 387 516 554
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Namakwa District Municipality
NOTES TO THE FINANGIAL ST.ATEMENTS
for the year ended 30 June 2017

HNote

Remuneration of Director: Economie Development ang Planning - J Louhser

Annual Remuneration
Performance- and other bonuses

Long service award

Allowances

Contributions to UIF, Medical and Pension Funds
Total

Remuneration of Manages: Projecis - | Smith

Annual Remuneration

Peiformance- and olher bonusas

Allowances

CGonteibutions to UIF, Medical and Pension Funds
Total

Reruneration of Manager: Maintenance and Household Serviges - E Bezuidenhouf

Annual Remuneration

Performance- and other bonuses

Allowances

Contributtans to UIF, Medical and Pension Funds
Tolal

Remuneration of Manager: Municipal Health Services - H Theron (Resigned
Annual Remuneration ;

Performance- and other bonuses

Leave payout

Allowances

Cantribufions to UIF, Medical and Pension Funds
Tolal

Remuneration of Head Accountant: Budget apd Treaswyy - C Brown
Annual Remuneration

Perforinatice- and olher bonuses

Allovrances

Contribulions lo UIF, Medlcal and Pension Finds

Total

REMUNERATION OF COUNGILLORS

Exectlive Mayar

Speaker

Councillors

Councillors' allowances

Corraction of Error Note 28.2
Total Councillors’ Remuneration

Remuneration paid to councillors were as lollows:

BG Vass - Mayor .
M Groenewaldt - Counclllor- Current Speaker
MS Cardinal - Councillor - Previous Speaker (Tarn ended)
5D Hoskin - Cauncilior (Term ended)

M3 Jack - Councillar

HC Steenkarnp - Gouncllor (Term snded)

GY Pletersen - Councillor

CK Klaase - Cauncilior

EC Drage-Mariz - Councillor (Term ended)
AS Rooi - Councillor

JE Davids ~ Councillor

GJ Engelbrecht - Councilor {Term anded)

CR Warmne - Councilor

G Gous - Councillor

J Swaits - Coungiller (Term ended)

SG Mero - Councillor

P van Heerden - Gouncillor (Term ended)

KR Groenawald - Counciller (Term ended)

S van Wyk - Counellor {Term ended)

ZP De Jongh - Councillor

J van der Colff - Councillor {Term ended)

Wi Links - Councillor

AM Beukes - Coungillor

SJ Engelbrécht - Gouncillor (Term ended)

GG Coelzee - Gouncillor

G Coetzee - Coungillor

Total Gounclllors’ Remuneration
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2017 2016
R R
680 000 650 727
57 500 54 000
27 600 E
113 483 117 403
172 437 164 371
1 061 020 986 500
459 216 433 224
38 268 36 102
168 815 165 742
107 644 100 857
775 043 735 926
493068 454 236
41089 37 853
160 373 169298
105 191 96 806
709729 748 194
151 274 413 148
34297 34 429
46153 “
56 853 167 329
35 839 106 997
326 667 721 904
337 356 310 836
28113 25 803
122 005 121 184
. 101472 92 986
588 946 550 508
741185 768 437
533 670 414 311
1016 461 1179 868
537 692 507 132
- (2014)
2829 018 2 867 734
782 022 809 095
547 140 -
48 646 419773
11 388 102 527
233 227 =
28634 226 798
97 455 102 527
233 938 -
28 634 248 272
86 067 -
12 029 -
- 18617
262 572 248 272
12 029 =
1553 13 465
12 028 N
11334 120 407
28 634 248 272
1553 13 465
12029 -
2301 18 048
87 620 13 465
233938 "
28634 248272
12029 =
13 582 13 465
2829018 2867 734
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Namalowa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 June 2017

Note

In-kind Benefiis

The Execulive Mayor, Speaker are full-ime. Each is provided with an ofiice and
secrelarial support at tha cost of ihe Council.

“The Executive Mayor as well as the Speaker may utlise official Council
{ransporlation when engaged in official duties.

DEPRECIATION ARD AMORTISATION EXPENSE

Properly, piant and equipment
Intangible assels

lnvestmeni property carried at cost
Total Depreciation and Amortisation

FINANCE COSTS

Borowings
Mon-current employes benefits

Total Finanece Costs
CONTRACTED SERVICES

Contractors
Consullants and Professional Services
Quisourced Sarvices

GRANTS AND SUBSIDIES PAID

Grants paidio 8- Municipaliies

QPERATIONAL COSTS

Included {n general expenses are the following:-
Advertising

Audit fees

Bank charges

Conferences and delegalions
Inveniory consumed - Gonsumables
Enterlainment

Fuel and oil

Insurance

lnvenlory consumed - Malerials and Supplies
Legal expenses

Licence fees - vehicles

|icence faes - compuiers
Membership fees

Namakwa Festival

Postage

Prnting and stalionery

Project Development

Renfal of office equipment

Rental of office buildings

Skils development levies

Rural Roads Assel Management
Telephone cosl

Tyaining

Transport claims

Travel and subsistence

Uniforms & overalls

Water, slecticily and sanltation
Other operaling expenses
Correclion of Error

Hote 28.6
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2017 2016
R R
1719 204 1772 081
232 561 208 808
13 534 10894
— 1965343 2071 782
53709 74 742
1 645716 1501 828
7650 425 1 666 660
2 386 106 7 470 695
96 448 129 236
128 645 153 885 _
2611198 7753 818
1013 582 706 591
1013 582 706 591
234 185 199 431
2 188 064 2213 243
65 668 65717
32 500 33 627
91485 100 239
123 280 148134
586 712 564 097
317 275 322576
213445 231 721
311 278 121 314
12 234 14 885
510883 422020
542 135 532 090
- 544 499
. 2100
302760 205323
873 334 1 250 461
5518 5668
7919 9350
244 312 259727
7 390 361 1976510
407 454 404 614
286 617 172 682
31622 24 341
2831 111 2888 102
10 447 1842
489 079 502724
1 67 026 2839 816
8 30469
14727 b13 16 063 331
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Namalwa District Municipality
NOTES TO THE FINANCIAL STATEWENTS
for the year ended 30 June 2017

Note

GAIN/ [LOSS) ON SALE OF ASSETS

Properly, plant and equipment

Total Gain | (Loss) on Sale of Assets

IMPAIRMENT LOSS / (REVERSAL OF IMPAIRMENT LOSS)

Properly, plant and equipment

Total Impafrment loss / (Reversal of Impairment Loss)

CORRECTION OF ERROR IN TERMS OF GRAP 3

The following adjustments were made fo amounts previously reported in the annual financial statemenls ofthe

Municipalily arising from the implementation of GRAR:

TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS
Balance previously reported

Sundry Deposit recognised incoriectly as Income In 201516 Note & and Note /I8
General Expendilure not recognised in 2015/16 Note 8 and Wote 25
Other Gredifors recognlsed incorreelly in 2015H6 Note 8

Restated Balance
Gorreclion of sundy income and genaral expendilure incorreclly recognised in brevious financial year

RECEIVABLES FROM NON-EXCHANGE TRAMSACTIONS
Balance previously reported

Depariment of Reads and Public Works Debtor recognised incorrectly in 2015716 Note 3
Sundry Deblor not recorded in 2015/2016 Nofe 3 and Note 20
Correctlon of the provision of doubfful debis in 2015/2016 Hofe 3
Department Agriculiure, Forestry and Fisheries recognised incorrectly in 2015/16 Note 3

Restated Balance
Correction of dablors and Provision of doubtiul debfs nof raised in previotss financial year
TAXES

Balance previously reported

Input taxes claimed incorreclly in 2016/2016 Noto 9
Output Taxes not declared in 2015/15 Nate 9

Restated Balance

Correction of faxes declared and claimed in previous financial Yyears

CASH AND CASH EQUIVALENTS .
Balance previously reported

Receipl not recognised In 20152018 Note 2 and Note 18
Restated Balance

Comeclion of faxes dedlared and dlaimed In previous financial years

Accumulated Surplus / Deficit - | July 2015

Pre-paid expenditure not recognised in 201 4l15
General Expenditure recognised Incorrectly in 2015146

Total

Page 76

2017

(16 248)

2016
R

30 998

(16 248)

30 996

11068

2077

11069

2077

753 304
21 038
48 324

8835 437

9658103

9941 017

19673
2014

(25 808)
8635437

1B 772333

376732

{42982
(68 222)

265528

18 975335

214

18 976 149

43778
(84 940)

{41164)
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Namalowa District Municipality
NOTES TO THE FINANGIAL STATEMENTS
forthe year ended 30 June 2017

Net cash and cash equivalents {nat of bank overdrafla)

e T

Page 77

Mote 2017 2016
R R

Changes to Slatement of Financial Performance

Balance previously Adjustments Restated Balance

reported
Raventie
Govarnment grants and subsidies A7 269757 47 268 757
Actuarial Gains 623 833 623 833
Rentat of fadilities and equipment 710 956 (68 222) 642 734
Interest earned - external invesiments 1 853 637 4 853 B37
Interest eamed - outstanding receivables 63074 63 074
Otherincome 744045 (21 038) 723 008
Tolal 41 265 303 (89 260) 51176 D43
Expenditure
Employee related costs (27 691 088) 214 (27 690 875)
Renuneration of councilors {2 B69 748} 2014 (2 B67 734)
Debtimpairment (379 224) (25 808) (405 032)
Acluarial losses (39479) (39 479)
Depreciation and amoilisalion expense (2071782) (2 071782)
Finance costs (1 668 580} (1 666 560)
Confracted services {7 753 818) (7 753 816)
Grants and subsidies paid {706 581) {706 591)
Operational Cosls (16 032 562) {30 489) (16 083 331)
Tolal (59 211 151) (54 050) {69 285 201)
Gains and Losses
Gain / (Joss) on sale of assats 30906 30 986
(Impairment oss) / Reversal ofimpaiment loss {2077) (2077)
Total 28919 - 26919
Wet Surplus/{Dsficit) for the year (7 916 930) {143 308) (8 060 239)
The lrealment of transaclions wilh the Depariment Agricullure, Feresiry and
Fisheries has changed from the Municipality aciing as an implementing agent to
the Municipality acling as a seivice provider.
CASH GENERATED BY OPERATIONS
Surplusi(deficit) for the year {23 128 748) (B 060 239)
Adjustment for-
Depreciation and amortisafion 1065 349 2071782
(Gain) / loss on sale of assels 16 248 (30 996)
Government Grants and Subsidies recelved 41 938 000 .
Government Granls and Subsidies recognised as revenuc (42 295 153) 43 451 5BO
Contribution 1o provisions - Non-Cureent Provisions {56 241) (41 966 512)
Contribution to provisions - Actuarial (Gain) / Loss (Post Retirsment Medical Benefit) (973 539) 432753
Coniibution lo provislons - Acluarial (Gain) J Loss (Long Service Award Benefit) {166 733) (623 833)
Coniribulion ta provisiens - Acluariat {Gain} / Loss (Long Service Avrard Benefit) 19 226 349 39479
Debl Impairment (90 398) 379 224
Bad Debls wiilten-off - (222 503)
Impairment lass / (reversal of Impairment loss) 11 068 2077
Operating surplus hefore working capital changes: (3 552 798) {4 527 207)
(Increase)fdecrease In Receivables (2 862 007) {5 669 227)
(Increase)fdecrease n VAT receluable 154 054 4 762548
Increasel{decrease) In Trade payables (4 143 B17) (373 291)
Increasef{decrease) in Gurrent Employec Benefits 68 081 281 867
Cash generated by/(utilised in) operations {10 336 487) (8 535 310)
CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the cash flow statement comprise the
following:
Bank balances and cash - Note 2 8228 114 18 976 151
8228 114 18 976 151
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Namakwa District Municipality
NOTES FO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017
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Note 2017 2016
R R
RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES
Cash and Cash Equivalenls - Note 30 8228 114 18 976 151
Lassy
Unspent Committed Conditional Grants - Note 11 [ @eotg | (3 675 063) |
Nel cash resotirces available for inferaal distibution 5010 204 15 401 087
Allogated to:
Reserves (10 628) (13 431)
Resources availzble for working capltal requiremenis 4 999 576 16 387 656
UTILISATION OF |.ONG-TERM LIABILITIES RECONCILIATION
Long-term liabiliies (see Nate 12} 229 408 356 602
Used lo finance propenly, plant and equipment — at cost {229 408) (356 602)
Sub-lotal : i
Cash set aside for the repayment of long-erm fisbilities - -
Cash invested for repayment of lo ng-term liabilities - -
Long-term liablilies have been uliised In accordance with the Municipal Finance
Managemenl Acl. Sufiicient cash has been set aside to ensure that long-term
liabilities can be repaid on redemption dae.
UNAUTHORISED, JRBEGULAR, FRUITLESS AND WASTEFUL EXPENDITURE
DISALLOWED
Unauthorised expenditurs
Reconciliation of unaulhorised expenditure
Opening balance 28754
Unaulhorised sxpendilure curent year - :
Witten off by Councll on 12 May 2018 - (28754)
Transfer to receivables for recovery 2 -
Unauthorised expenditure awailing aulhorisation - -
2017 2017 2017
Actual Final Budget Varlance
R R R
Unauthorised expenditure current vear - operating
Executive and council 18 485 444 19638 417 (152 973)
Budget and Treasury Office 5266 401 B 060 762 (794 361)
Cerporale Services 11604 637 12225 588 {620 95°1)
Community and Soclal Services 4338 337 5143715 (805 379)
Public Safely 4 189 454 4 469 030 (278 576)
Health = 80 346 (80 346)
Planning and Development 31640 406 55041 897 (23 401 491)
Road Transport 8187 972 800 (964 713}
706 532 B66 103 632 6567 (27 099 781)
2017
Unauthorised
R
Unauthorised expenditure cutrent year - operafing
Execulive and council
Budget and Treasury Ofiice -
Corporate Services d
Community and Social Services 2
Public Safely -
Health o
Planning and Development J
Road Transport ) =

Page 78
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Namakwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS

Unauthorised expenditure current vear - capltal
Executive and council
Budgel and Treasury Office
Corporate Services
Public Salety
Planning and Development

Unauthorised expenditure current vear - capital
Executive and council
Budget and Treasury Office
Corporale Sevices
Public Safely
Planning and Development

Fruitless and wasteful expenditure

Reconcillaion of fuiitless and wasteful expenditure
QOpening balance -
Frultiess and wasleful expenditure current year
Condoned or wiitien off by Council
To be recovered — conlingent assel
Frufiless and wasteful expend|lure awailing condanement

liregular expenditire

Reconciliation of irregular expenditure
Opening balance )
Irregular expenditure currenl year
Writlen off by Council on 12 May 2016
Transfer to recelvables for recovery — not condened
Irregular expendllure awalling condonement hy Gouncll

[rragular expenditure awailing condenement from National Treastry

Irequiar gxpendiluje cah be summarised as follow:

for the year ended 30 June 2047

Mote 2017 2016
R R
2017 2017 2017
Actual Final Budget Varjance
R R R
- 1200 (1200)
83 806 85 000 {1 194)
195782 676 000 (479 218)
4768 13000 (8 232)
284 356 774 200 1489 844)
2017
Unauthorised
R
128949 32D 325
- 128 818
B (320 325)
_ 129 918 129 919

[ Disciplinary steps B

[Incident
Procurement and Contract Wanagement: R 2000 - R 10 608
[Deviations from the Supply Chain regulaions -3 Quotalions not obtalned [ None | 319191 31919 |
Procurement and Contract Wanagement: R 30 000 - R 200 000
Devialions from the Supply Ghain regulations -3 Quotations not oblalned | None ] 98 000 | 95 000 |
4128 918 129 919

Recoverabiily / Condonement of irregular expenditure will be evaluated by Gouncll in terms of seclion 82 of the
MFMA. No steps have been falien as this stage lo recover any mornies. .

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANGE

MANAGEMENT ACT

Con.tribulﬁnns to organised local government - MFMA 126 [1){h)] - (SALGA CONTRIBUTIONS)

Openling balance

Council subscriptions

Amount pald - current

Balance unpaid (included in payables)

Audit fees - [MFMA 125 {1){c)]

Opening balance

Current year audit fee

Amount paid - current yzar

Balance unpaid (included in payables)

Page 79

500 000 500 000
(500 000) (500 000)
2 188 064 2213 243

{2 188 064) (2 213 243)
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Namalkwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS
Tor the year ended 30 June 2017

Note 2017 2018
R R
VAT - [MFMA 125 (1)[c)]
Opening balance 265 528 329339
Amounts received - current year (1502 329} {1474 411)
Amounts claimed - currenl year (payable) 1348275 1110300
Amounl overpald owed by South African Revenue Services - -
111 474 265 628
VAT Is payable on the receipl basis. Qnly once payment Is received from the
deblors [s VAT paid over fo SARS. All VAT refurns have been submilted hythe
due dafe throughoul the year.
PAYE and UIF - [MFNA 125 {1){c)]
Opening balance » -
Current year payroll deduciions 4 842098 5071303
Amount paid - current year (4 842 098) {5071 303)
Amount paid - previous years - -
Balance unpaid (inciuded in payables) = %
Pension and Medical Aid Deductions - [MiFNA 425 {1}eh
Cpening balance = 5
Current year payroll deduclions and Council Conlributions 7717 878 7757613
Amount paid - current year {7 717 878) (7757 613)
Amounl paid - previous years = Iy
Balanee unpaid (included in payables) - =
Non-compliance with Chapter 14 of the Municipal Finance Management Act
Non-compliance to the Supply Chaln Management Regulations were identiiied on
the folloving categories:
Type of Deviation
Single Supplier Impractical Emergency
July 13 489 107 898 =
August 5511 76 607 -
Seplember 18 048 130 147 -
October 22 299 38 262 -
November . 11425 68 352 -
December 27086 83 813 -
January £ 25727 87 125 -
February 32956 48 577 -
Warch 10227 86 952 -
April 516 87 441 5
May 48262 146 822 -
June 13 807 149 087 -
196 674 1081 082 -
GONTINGENT LIABILITY | ASSETS
The municipalily is not currently engaged in litlgation which coufd result in
damages/costs being awarded against Council if claimants are successful in their
actlons,
IN-KIND DONATIONS AND ASSISTANCE
“The municipality did not receive any in-iind donations or assislance during the
year under review,
RELATED PARTIES
ey Management and Councillors recelve and pay for sevices on the same terms
and conditions as ather ralepayers.
Compensation of key management personnel
‘The compensalion of key management personnel is set oul in note 19 to t'he
Annual Financlal Statemenls.
2017 2016
Gther related parly transactions R R
The {ollowing purchases were made durdng the year where Councillors or statf have an Interest:
Company name Related Parly Service Capacity Relationship
Afren Power Projects (Ply) Lid  Accounlant - C Jantjles  Supplier - Electricat Wite 24 337 -
24337 -

Page 80
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Namalwa District Municipality
NOTES TO THE FINANGIAL STATENMENTS
for the year ended 30 June 2017

Noie

EVENTS AFTER THE REPORTING DATE

The Municipal Regulations on Standard Chart of Accounts (MSCOA) came inlo
effect on 1 Juy 2017,

FINANCIAL RISK MANAGEMENT

The aclivilles of the municipality expose it fo a variety of financial risks, including
credil sisk and liquidily risk. The municipality's oversll risk management
programme focuses on the unpredictabllity of financial markets and seeks {o
iminimise polential adverse effects on the municlpalily's financlal performance.

Farelgn Exchange Currency Risk

“The municipafily does nel engage In foreign currency {ransaclions.
Price Risk

‘The municipality is nol ej;posed lo price risk.

Interest Rate Risk

As the municipalily has significant interest-bearing iabililes, lhe enlity's income
and operating cash flows are substantially dependent on changes In market
interesl rates.

The municipality analyses its potential exposure to interesl rate changes on a
conlinuous basis. Different scenarios are simulated which include sefinancing,
renewal of current positions, allernative financing and hedging. Based on these
scenarios, the eniity calculates the impact that & change In inferest rates villl have
on the surplusfdeficit for the year. These scenarios are only simulated for labilties
which canslitute the majority of inlerest bearing fiabliitles.

The municipality did not hedge agalnst any inlesest rate risks during the current
year.

. The potentiai impact on the enfily's surplus/(deficil) for the year due to changes in

interesl rates were as follow:

1% (2016 1%) Increase in interest rales
1% (2016 1%) Decrease in interest rales

Credit Risk

Credil risk is the risk that a counter parly to afinancial or non-financial asset will fail
{o discharge an obligation and cause the Municigafity 1o Incur financial loss.

Gredit risk arises mainly of cash deposils, cash equivalents, frade and other
teceivables and unpaid condilional grants and subsidies.

Trade and other receivables are disclosed nel after provisions are made for
impairment and bad debls. Trade recelvables comprise of & large number of
ralepayers, dispersed across different sectors and geographical areas, Ongoing
credit evaluations are performed on {he financial condilion of these debtors. Credit
fisk pertaining o lrade and ather receivables Is considered {o bs moderate due the
diversitied nature of receivables and Immaterfal nature of individual balances. In
{he case of consumer deblors the municipallty effectively has the right to terminate
sepvices lo customers buf in practice this i difficult fo apply. In the case of deblors
whose accotnts become in arrears, Councit endeavours {o collect such accounts
hy "levying of penally charges®, "demand for payment’, “reskiclion of services"
and, as a lasl resort, "handed over for colleclion”, whichever procedure is
applicable in lerms of Council's Credit Conirel and Debt Collection Policy.

All rates are payable within 30 days from involce date, Refertonote 3 forall
balances outstanding longer than 30 days. These balances represent all deblors
at year end which defaulied on thelr credit terms.

Non-exchangs Receivables

Rales
Other

Non-exchange Receivables

Rales
Other
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2047 2016
R R
82 281 188759
{82 281} (189 769)
2017 2017
Ya R
0.00% ”
100.00% 1806 318
100.00% 1806 318
2016 2016
) R
0.00% -
100.00% 879732
100.00% 878 732




Namalwa District Municipality

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Mo recelvables are pledged as secuily for financial liabiiities,

Due fo shori term nalure of frade and other receivables the carrying value
disclosed in nole 3 of the financial slalements Is an approximatlon of its fair value.
Interes{ on overdue halances are included at prime lending rale plus 1% where
applicable,

The provision for bad debls could be allocated between the different classes of
receivables as follow:

Non-exchange Receivables
Rates
Olher

Non-gxchange Recelvables
Rales
Other

The provision for bad debis could be allocated between the different categories of
recelvables as follow:

Govemment
Indusirial
Residential

-Govemnmant
Industriat
Residential

Ageing of amounis past due but not impaired are as followrs:

2017

1 month past due
2+ monihs past due

20186

1 month past due
2+ months past duo

Bad debis wiilten-off per recelvable clags:

Non-exchange Receivables

Rales
Other

Non-exchange Recejvables

Rales
Other
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Note

2017 2018
R R
2017 2017
% R
0.00% -
100.00% 24 306 608
100.60% 24 306 608
2016 206
% R
0.00% -
100.00% 5170658
100,00% 5 170 658
2017 2077
% R
86.55% 23 467 527
3.45% 839 081
0.00% -
-100.00% 24 306 668
2016 2016
% R
88.37% 4 569 481
11.63% 601178
0.00% -
100.00% 5 {70850
Non-Exchange
Receivables
(9 831)
994 207
984 576
1986
9 886 750
9808736
2017 2017
% R
0.00% -
0.00% =
0.00% -
2016 2016
% R
0,00% 222503
0,00% ")
0,00% 222 503
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Namnakwa District Municipality
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

Note

The enlily anly deposits cash with major banks wilh high qualily credit standing. No
cash and cash equivalenls were pledged as seotirity for financial liabiies and no
restrictions were placed on the use of any cash and cash equivalents for the
period under review. Although the credit rlsk periaining 1o cash and cash
equivalents are considered to be low, the maximum exposure are disclosed below.

The risk pertaining {o unpaid condilional grants and subsidies are considered lo b
very low. Amounts are receivable from national and provincial government and
there are no expectation of counter patly defaull,

Financial assels exposed to credil risk al year end are as follows:

Invesinents
Raueivables from non-sxchange lransactions
Cash and Cash Equivalents

Liguidity Risk

Prudent iquidity rlsk management includes mainlaining sufficient cash and the
avallabifity of funding through an adequate amount of committed credit facilities.
Due to the dynamic nature of lhe underlying business, the treasury maintains
flexihility in funding by maintaining availability under credil lines.

The entlty's tisk to liquidity is a result of {he funds available fo cover fulure
commitments, The enlily manages liquidity risk through an ongolng review of
fulure commitments and credit faclities.

The table below analyses the enlily's financial fiabilities into relevant maturity
groupings based on the remaining period at the financial year entl loihe
confractual maturily dale. The amounts disclosed in the table are the coplractual
undiscounted cash flows. Balances duewithin 12 menths equal thelr carrying
balances as the impact of discounting is naot significant.

2017

Long-term Liabiiilies
Trade and Other Payables

2016

Long-lerm Liabliifies
‘frade and Other Payables
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2017 2016
R R
1146 1146
25273 845 23 942 991
8228 114 18 976 151
33503104 42 920 287

Between 1and 5

Less than 1 year years
167 076 96 544
5 514 288 -
b 681 364 96 544

Befween 1 and §

Less than 1 year years
180 814 263 620
9658 108 -
9 838 820 263 620




40

401

FINANGIAL INSTRUMENT'S

Namakwa Distiict Municipality
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2017

In accordance with CRAP 104.45 the financial liabilifes and assels of the

municipality are classified as follows:

Financial Assets
Investmonts
Unlisted Investments

Receivables from Non-Exchange Transactions
Sundry Deblors

Cash and Cash Equivafents

Bank Balances
Call Deposits
Cash Floats and Advances

Total Financial Assots
SUMMARY OF FINANCIAL ASSETS

Financial Insfruments at cost:

" Investmerits

Financial Instruments atamortised cost;
Receivables from Non-exchange Transaclions
Cash and Cash Equivalents

Cash and Cash Equivalents

Cash and Cash Equivalenls

Total Financial Assets

Page 84 .

Note - 2017

Classification

Cost 1146

Loans and Receivabiles 6047 498
Loans and Recelvables 1018 667
Loans and Receivables 7209414
Loans and Receivables — 33

1148

23 842 991

3 &85 360
15280 290
500

” 14276756 4zszoaey

Unlisted Investmenls 1146
Sundry Deblors 6 047 496
Bank Balances 1018 667
Call Deposits 7209 414
Gash Floals and Advances 33
14 275610

14 276 756

1146

23 842 991
3 685 360
15 290 280
500

42 218 141

42 920 287

—

P

s ey

———




[e——

e,

E—

(R

[P

40,2

Financial Liabililies

rinantidl i-1a A0S

Long-term Liabilities

Capifalised Lease Liabiity

Trade and Other Payables

Trade Creditors
Payments recelved in advance
Olher Creditors

Current Portion of Long+term Liabilities

Capilalised Lease Liabilty

SUMMARY OF FINANGIAL LIABILITIES

Financial instruments at amortised cost:

Long-term Liablliies
“frade and Other Payables

Trade and Other Payables
Trade and Other Payables
Current Porilon of long-term liablities

Namakwa District Municipality
MOTES TOTHE FINANCIAL STATENMENTS
for the year ended 30 June 2047

Nofe

Classification

Financia! Instruments at

amortised cost

Financial Instruments at

amortised cost

Financial Instruments at

amoarlised cost
Financlat Instruments at
amortised cost

Financlat Instruments at
amortised cost

Capllalised Lease Liabilily

Trade Credilors
Payments recelved in
advance

Other Creditors

Capitalised Lease Liability
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2017 2016
R R

91222 220408

408 330 101 883

8448 9491

5097 612 9112 676

136 186 127 194
[t S e

5743 696 9581061

94222 229 408

408 330 101993

8448 9481

5097 512 9412976

136 186 127 194
RN i SN USRS

5 743 698 9581001
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4322

4323
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Namakwa District iy

nicipality

HOTES TO THE FIWANGIAL STATEIAENTS
for the year ended 30 June 2017

PRIVATE PUBLIC PARTNERSHIPS

Council has nol enterad fyts any private pubfic parnerstips during Ihe financlal
yeor.

FINANGIAL SUSTAINABILITY

Management Is of the opinian thal vl misnicipzlily vl canlinue to aperale as 3
foing concern and performil's funclions as satoutin the Constiluton,

The Indicators or conditions fhal may, indiidually or callectivaly, cas| significanl
doubl about the going concern assumplon are gs fofloves:
«

Financial Indeators

The current ralla Incrensed to 2.43:4 from 2.26:1 In the prior yoar.

The munlelpality bave budgeled for 4 deficil of R 8 994 600 for fhe 201772018
finencl year, The municipalily Is also budgeting for negalive cash flows during
201812019 and 2019/2020 amounting lo R 1 328 000 and R 2 522 0po
respeciiely,

The fa¥ valuo of Land and Buiklings excoeds Theiv cartylng value smountvith R
17 877 038.75 1

BUDGLT [NFORIATION

Explanation of vari: betveen apy d and final builoet smounts

The teasons for the vasiances betwieen the approvad and final budgels aro

malnly dus to virenienis, and the replioilising of projects, vilh lhe. oortasponding
changes fo funding sources,

Explanation of variances grealer than 5%: Final Budgetnnd Aclupi Amotnts

Statement of Financial Paosiflan
Current fissets
Cashand Cash Equivalenls

Increase in Cash and Gash Equfvalents dua ta menitol ring of budgel tontrols,

Other Debtors

Oulslanding emount fran Oepartmonl Agrieiliure, Feresty 2nd Fisheres riof
recovered dining the yaar,

Hon-Curzent Assefs

Intangible Assets

Increase duo o reviowr of remalolng usefi lvas of assels and cquiing of assels,

Invesiment proporly carciad at cost
Incraase dus ln transter of Property, Plant and Eguipment to invasinemn Property,

Lutrept Liabilitfeg

Botrowing
Inerease due fo new finance lnases,

Yrade and Other Payables
lacrease due fo correclion of erroron creditors,

Pravisions

Note

tnorease in provision for staiffoave and increase in the provision of post relirement bepefils.

Hon-Lurent Liablijties
Borrowlng

Increase due fo now finanva feases,

Provislens

Dacrease die fo dctuariel gatn on postetiaiment benefits,

Net Assels

Reserves
Decrepse due fa Capilal Replacement Reserve used (o fnance capilsl expendiug,

Page 86

2018

——,

———

——

£N

Eaiiiiin;




[ ——

R

RES—

(USSR

At

[e———

pem————

[

= R

TP —

S

43,6

43.2.7

4328

43.2.9

43210

A4

WS

Mamakwa District Municipalily
NOTES TO THE FINANGIAL STATEMENTS
for the year ended 30 Juna
Hote 2017
R
Statement of Financial Peifermance

Revenue

Renlal of Facllilles and Equipment
Detrepse die lo perodic vacan! properlies.

{nterest Earned - Exlernal Invesimenls
Decicase dus lo decresse InInlerest rales andwiihdrawel of capital lnvesfed,

Interest Earned - Dutstanding Dablors
Izreased due fo dablors not paying oh lina.

Fiues
Due lo no fines recelved during the year,

Agency Services
Decresse due fo decrease in funclions perforin ed on hehall of Provinclal Depariments.

“Fransfers Recognised
Drecrease dus {othe delayad Implementation of functions an behalf of provineial deparlmenn.

Olher Revenue
Inerease due lo an acinarial gain o1 poslrxeﬁre.lnembmenfs.

Expeygiture
Employee Related Cosls
Vaacanf posfs nof fflad.

Remuneratien of Comneiliors
Decrease die lo upper limits enly! pald oul in the loflawing fmsncial yeer.

Debt Impairment
Incraasa diie to the incrapse fn provision of doubliuf debls af year end,

Finance Chargos
Decrease due lo doerease InInferest cos{ of postrelianient benefils,

Contracted Sepvices

Decrease dug o the delayedimp falion of lons on bief2lrof provincial
“Transfers and Grants

Decrease due fo Government snd Provincial Granls nol fully spen{ during lhe Year.
Olher Expenditure

Decraase dua fo decroase in profecls and budget monlloring.

Loss on Disposal of PPE

Inerease due lo assetwille-0ifs.

Cash Floy/ Slatement

Net Cash from Oneratiny Actliilies

Recelpls

Varlancas due lo decrease fn funclions performed on behalf of Provineial
Deporiments, licrease in vash end cash egulvalenls and reprionitising of
projects.

Payments
D due fo repaiorifising of profecls and budiel

Net Cash from lnvasting Activilies

Capilal Assets
Decraase due lo savings on ¢apllal projects.

et Gash (rom Financing Activities
Boriowing

Inzrease due {o nev finonce feases.
CAFITAL GOMMITRENTS

Commitments In respect of capital expenditure:
Approved and conlracted for
Infrasluelure

Community
Olher

2016

Talal

This expeadiuce vill be fnanted fiom:

Govamment Granls

Tofal

STATUTORY RECEIVABLES

Ineocmdanca\'ﬁlhlﬁepz?nﬁplasniGRAP108,5taiulu:y‘ ivahles of the icipality are classified as
follovrs:

Taxes

VAT Receivable 111 474

Izecaivibles fram Hon-Exchaage Tt

Rales

Total Statutory Receivables

‘ ’ 1474

376732
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SEGWMENTAL STATEMENT OF FINANGIAL PERFORMANGE:

Namalkwa District Muricipality
APPENDIX B

for the year ended 30 June 2017

WIUNIGIPAL VOTE CLASSIFIGATION

2016 j 2016 2016 2017 2017 2017
Actual Actual Surplus! Actual Actual Surplus/
income Expenditure (Deficit) Income Expenditure (Deficit)
R R R R R R
6 834 412 21673 265| (14 844 858) Municipal Manager 7 573 662 10485444 | (11911 782)
29 483 672 6038 742 53444930 | Director: Finance 27 533 514 5286 401 22 267 113
5 559 058 g 698 716 {4 139 657) Direclor: Corporate Services 7938 781 11 604 637 (3 665 867)
15239 016 20 861 944 (5622 928)| Director: Economic Development 7512129 31 G40 406 | (24128 277)
2924 030 9821 761 (6 897 731)| Director: Communily and Social Services 2 B37 846 8 527 790 (5 688 944),
- - Z| Director; Technical Services 8 187 8187 =
Go 040198 | 68100427 | (8 060 238)| Sub Total 53304 118 76 532866 | (23128 748)
- - | Less Inter-Deparimental Charges - - -
| 60040 188 68 100 427 {8 060 239)| Total 53 404 1118 76 532866 | (23128 T48)
— | [ T

The supplementary info

ymation sef out in this appendix does 1ot form part of the finan

additional information, Therefore his appendix s net audited.
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Namakwa District Municipality

APPENDIX D

T OF FINANCIAL PERFORMANCE: GENERAL FINANCE STATIST
for the year ended 30 June 2017

JGAL CLASSIFICATION

SEGMENTAL STATEMEN
2046 2016 20186
Actual Income  Actual Expendilure Surplus { [Deficit)
R R R
6834412 21 B79 265 (14 844 853)
29 483 672 5038742 23444 930
15239 016 20 861 944 (5 822 928)
5 63670 {69 670)
2 428 000 4 000660 (2 572 B60)
486 030 4751 482 (4 255 402)
5550 D58 9 698 716 (4139 657)
0 D40 188 68 100 427 {8 060 228)
50 040 188 58 100 497 {8060 239)

The supplementary information set oul in

this appendix is nof audited.

Execulive & Council
Budget & Treasury Office
Wasie Management
Planning & Development
HHealth

Community & Social Services
Housing

Public Safely

Sport & Recreallon
Environmenial Prolection
Corporate Services

Road Transport

Waste Water Management
Water

Elecirlcily

Giher

Less: Inter-Department Charges
Total

thls appendix does not fornt part of the financial staterents and

Page 91

2017 2017 2017
Actual lncome _Actual Expenditure surplus / (Deficit)
R R R
7573662 - 19 405 444 (11911 782)
27 533 514 5266 4T 27 267 113
7512429 31 640 108 (24128 277)
2428 000 4338 337 {1910 337)
409 848 4 {89 454 (3 779 608)
7 930 781 11 604 637 (3 665 857)
8 187 8 187 -
53 404 118 76 532 BBG (23 128 748)
53 404 118 76 532 B66 {55 128 748}

is presented as additional information. Therefore
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Namakwa District Municipality

APPENDIX F
DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003
Grant Description : Balance Coniributions Corraciion Repaid to Operating Gapital Balance Unspent Unpaid
30 June 2016 during the year of Errer National Expenditure Expenditure 30 June 2017 30 June 2017 30 June 2017
Revenue during the year during the year [Creditor) (Debtor)
. Fund Transferred Transferred
to Ravenue to Revenue
E National Government Grants
ilFinance Management Grant 1240 1250 000 - - (1249 243} - 1287 1297 -
RSC Levies Replacement Grant - 24 621 000 - - (24 B21 000) = # - L
Equitable Share - 5988 000 {5 988 000) # - "
Consillors Remuneraion Grant - 2 399 000 - - (2 398 00D) - - - -
m Hezlth Inspector's Subsidy - 2 428 000 (2 428 000) - = =
dMunicipal Infrastructure Grant - - - - - - - - &
Municipal System Improvement Grant 17 102 - - - (15 748) - 4359 1 859 -
Rural Roads Asset Management Grant 127 178 3 825 000 - - {2 706 308) - 4 245 870 1 345 870 -
HiPIMS 2 285 - - - - - 2285 2258 -
Total National Government Grants 147 772 40 641 000 - - (38 407 $92) - 1350 780 1 350 780 -
Provincial Government Grants
Border Fenclng 54 239 - - - - - 54 238 54 239 -
Civil Dafence Subsidy 427 097 350 DDO - - (108 171) (195 782) 472 144 472 144 -
EPWP 23 166 1000000 - (23 000) {929 865) - 70 301 70 301 -
Fire Equipment Grant 152 081 - - - (104 883) - 47 188 47 489 “
iDP/A.DO 370 741 - - - (368 741) - 2 001 2001 #
Komaggas Road 1 = & & o i q 1 "
. SA Frojects 8 - - - - - 8 8 -
. 455 923 : (151 851) 304 273 304 273 .
8187 (8 187) . & &
Khetso Pula Nala 1 905 353 - - - (1018 582) - 891 771 821 771 -
Eilectronic Filing System 4798 - - - N - 4788 4798 -
Totzl Provinclat Government Grants 2401 685 41 350 000 - {23 000) (2 685 080) (195 782} 1 848 723 1 846 723 {0)
Other Grant Providers
fdignoegrivier Sport Ground (Lotte} 5290 - “ s (5 2980) - - - =
Swartzkop Sport Ground (Leito) 1€ 585 = - - - - 16 56§ 16 865 -
Treining Reserve (SETA) 3842 - - - - - 3 842 3842 &
Tota!l Other Grant Providers 25 696 - - # (5 280) - 20 407 20 407 -
Total Grants 3 575063 41 881 000 - (23 000) (42 098 371) (195 782) 3217910 3217 910 (o

The supplementary information set cut in this appendix does not form part of the financial statements and Is presented as additional information.

Therefore this apoendix is not audifed.

iy
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CHAPTER 06: AUDITOR GENERAL REPORT
6.1 MANAGEMENT REPORT
6.2 AUDIT ACTION PLAN
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Report of the auditor-general to the Northern Cape
Provincial Legislature and the council on Namakwa
District Municipality

| Report on the audit of the financial statements

Opinion

1. | have audited the financial statements of thie Namakwa District Municipality set out on
pages xx to xx, which comprisé 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.

2. In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Namakwa District Municipality as at 30 June 2017, and its
financial performance and cash flows for the year then ended in accordance with South
African 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 opinion

3. | 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.

4, | 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.
I have fulfilled my other ethical responsibilities in accordance with these requirements
and the IESBA code.

5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Emphasis of matter

6. | draw attention to the matter below. My opinion is not modified in respect of this matter.
Restatement of corresponding figures

7. As disclosed in note 28 to the financial statements, the corresponding figures for 30 June
2016 have been restated as a result of errors discovered in the financial statements of
the municipality for the year ended 30 June 2017.

1




Other matters

8. | draw attention to the matters below. My opinion is not modified in respect of these
matters.

Unaudited supplementary schedules

9. The supplementary information set out on page xx to xx does not form part of the
financial statements and is presented as additional information. | have not audited these
schedules and, accordingly, | do not express an opinion thereon.,

; Unaudited disclosure notes

10. In terms of section 125(2) (e) of the MFMA the municipality is required to disclose
particulars of non-compliance with the MFMA in the financial statements. This disclosure
requirement did not form part of the audit of the financial statements and accordingly we
do not express an opinion thereon.

Responsibilities of accounting officer for the financial statements

11. The accounting officer is responsible for the preparation and fair presentation of the
financial statements in accordance with the South African 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, 2015 (Act No. 1 of 2015) (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.

12. In preparing the financial statements, the accounting officer is responsible for assessing
the Namakwa District 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 the accounting officer either intends to liquidate the Municipality or to
cease operations, or has no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements

13. 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. Reasanable 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 aggregatse,
they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements. -

14. 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

185.

16.

17.

18.

19.

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 objectives 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 @pproved 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 objectives
presented in the annual performance report of the Municipality for the year ended

30 June 2017:

Objectives Pages in the annual
performance report

Objective 1: Ensuring the delivery of basic services which 8

include water, sanitation, electricity and waste management

Objective 3: Ensure sustainable economic and social 11-13

transformation in the District

Objective 4: Ensure the implementation of environmentally 13-14

sustainable practices, along with an integrated approach to
addressing climate change response, across all sectors
Objective 5: Creation of a thousand job opportunities through 8
the community public works programme, as part of 4,5 million
EPWP jobs

| performed procedures to determine whether the reported performance information was
properly presented and whether performance 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.

| did not identify any material findings on the usefulness and reliability of the reported
performance information for the following objectives:

e Objective 1: Ensuring the delivery of basic services which include water, sanitation,
electricity and waste management.
e Objective 3: Ensure sustainable economic and social transformation in the District.




e Objective 4: Ensure the implementation of environmentally sustainable practices,
along with an integrated approach to addressing climate change response, across all
sectors.

e Objective 5: Creation of a thousand job opportunities through the community public
works programme, as part of 4,5 million EPWP jobs.

Other matters

20. | draw attention to the matters below.
Achievement of planned targets

21. Refer to the annual performance report on pages 8 to 13 for information on the
achievement of planned targets for the year and explanations provided for the
underachievement of a number of targets.

Adjustment of material misstatements

22. | identified material misstatements in the annual performance report submitted for
auditing. These material misstatements were on the reported performance information of
the following objectives; Ensuring the delivery of basic services which include water,
sanitation, electricity and waste management, ensuring sustainable economic and social
transformation in the District, ensuring the implementation of environmentally sustainable
practices, along with an integrated approach to addressing climate change response,
across all sectors, and the creation of a thousand job opportunities through the
community public works programme, as part of 4,5 million EPWP jobs. As management
subsequently corrected the misstatements, | did not report any material findings on the
usefulness and reliability of the reported performance information.

lj!epora on audit of compliance with legislation —|

Introduction and scope

23. 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.

24. The material findings on compliance with specific matters in key legislations are as
follows: :

Financial statements, performance and annual reports

25. The financial statemehts submitted for audiiing were not prepared in all material respects
in accordance with the requirements of section 122 of the MFMA.

26. Material misstatements identified by the auditors in the submitted financial statements
were subsequently corrected and the supporting records were provided subsequently,
resulting in the financial statements receiving an unqualified audit opinion.



Human resource management

27. Appropriate systems and procedures to monitor, measure and evaluate performance of

staff were not developed and adopted as required by section 67(1) (d) of the MSA.

Consequence management

28.

Prior year irregular expenditure incurred by the municipality was not investigated to
determine if any person is liable for the expénditure, as required by section 32(2)(b) of
the MFMA.

Other information

29.

30.

31.

32.

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 and those selected objectives
presented in the annual performance report that have been specifically reported 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 statements and the selected objectives presented in the annual performance
report, or my knowledge obtained in the audit, or otherwise appears to be materially
misstated.

| 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

33.

| 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.

Leadership

34. As the accounting officer did not review the monthly reports and the financial statements

35,

and the annual performance report before submitting them for auditing, internal control
deficiencies pertaining to the asset register, reconciliation of creditors and the bank
account were not identified and corrected.

Management did not have documented policies and procedures to guide the operations

of the municipality, resulting in numerous instances of non-compliance with the MFMA.
5



36. The municipality developed a plan to address internal and external audit findings, but the
appropriate level of management did not monitor adherence to the plan in a timely
manner.

Financial and performance management

37. The municipality did not have a proper record management system to maintain
information that supported the reported performance in the annual performance report.
This included information that related to the collection, collation, verification, storing and
reporting of actual performance information.

38. The municipality did not formulate and implement a record management policy and
related procedures to ensure that all documentation was properly controlled. The
supporting documentation for the recoverability and completeness of the debtor raised
for the Department of Agriculture, Fisheries and Forestry was not sufficient for audit
purposes. Declarations of interest for three of the audit committee members were
outdated.

39. Management did not implement daily and monthly controls as designed for the
municipality’s business processes for bank and cash, overtime and creditors.

40. The financial statements and performance reports contained numerous misstatements
that were subsequently corrected. This was mainly due to staff not fully understanding
the requirements of the financial reporting framework.

41. Non-compliance with laws and regulations could have been prevented had compliance
been properly reviewed and monitored.

Governance

42. The municipality’s action plan process to address internal audit findings relating to
performance and compliance matters was not sufficient.

43. The internal audit function is not adequately resourced thus they are unable to identify
internal control deficiencies and recommend corrective action effectively.

44. The municipality's internal auditors did not submit one of the quarterly reports on
performance information.

45 The audit committee did not meet before the submission of the financial statements and
annual performance report for auditing, to revlew the adequacy, rellablhty and accuracy
of the financial statements.

46. Management did not approach the audit committee for assistance regarding impairment
of the debtor from the Department of Agriculture, Forestry and Fisheries.

l Other reports

47. | draw attention to the following engagemeﬁts conducted by various parties that had, or
could have, an impact on the matters reported in the municipality’s financial statements,
reported performance information, compliance with applicable legislation and other



related matters. These reports did not form part of my opinion on the financial statements
or my findings on the reported performance information or compliance with legislation.

48. The Directorate for Priority Crime Investlgatlons is investigating the alleged corruption in
the appointment of staff in higher positions together with their salary increases for the
2014/15 financial year. The investigation commenced during the current financial year
and is currently still in progress.

At - General

Kimberley
30 November 2017
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Annexure — Auditor-general’s responsibility for the audit

1. As part of an audit in accordance with the I1SAs, | exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements, and the
procedures performed on reported performance information for selected objectives and
on the municipality’s compliance with respect to the selected subject matters.

Financial statements

2. In addition to my responsibility for the audit of the financial statements as described in
the auditor's report, | also:

identify and assess the risks of material misstatement of the financial statements
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.

obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the municipality’s internal control.

evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the accounting officer.

conclude on the appropriateness of the accounting officer’s use of the going
concern basis of accounting in the preparation of the financial statements. | also
conclude, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Namakwa District Municipality's ability to continue as a going concern. If | conclude
that a material uncertainty exists, | am required to draw attention in my auditor's
report to the related disclosures in the financial statements about the material
uncertainty or, if such disclosures are inadequate, to modify the opinion on the
financial statements. My conclusions are based on the information available to me
at the date of the auditor’s report. However, future events or conditions may cause
a municipality to cease to continue as a g_oin'g concern,

evaluate the overall presentation, structure and cantent of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in @ manner that achieves fair presentation.



Communication with those charged with governance

3.

| communicate with the accounting officer regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that | identify during my audit.

| also confirm to the accounting officer that | have complied with relevant ethical
requirements regarding independence, and communicate all relationships and other
matters that may reasonably be thought to have a bearing on my independence and
here applicable, related safeguards.
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MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON ‘THE
AUDIT OF THE NAMAKWA DISTRICT MUNICIPALITY FOR THE YEAR
ENDED 30 June 2017

INTRODUCTION

1. The purpose of the management report is to communicate audit findings and other key audit
observations to the accounting officer and does not constitute public information. This
management report includes audit findings arising from the audit of the financial statements,
performance information and compliance with legislation for the year ended 30 June 2017.

2. These findings were communicated to management and the report details management's
response to these findings. The report includes information on the internal control deficiencies
that we identified as the root causes of the matters reported. Addressing these deficiencies will
help to improve the audit outcome.

3. In accordance with the terms of engagement, our responsibility in this regard is to:

express an opinion on the financial statements

e express a conclusion in the management report on the usefulness and reliability of the
reported performance information for selected objectives, and report the material findings
in the auditor’s report

e report on material findings raised on compliance with specific requirements in key
applicable legislation, as set out in the general notice issued in terms of the Public Audit
Act, 2004 (Act No. 25 of 2004) (PAA).

Our engagement letter sets out our responsibilities and those of the accounting officer in
detail.

4. This management report consists of the overall message arising from the audit, summary of
key findings and observations, annexures containing the detailed audit findings, annexures to
the report on the audit of performance information as well as the annexure to internal control
deficiencies reported.

5. The auditor’s report is finalised only after the management report has been communicated. All
matters included in this report that relate to the auditor's report remain in draft form until the
final auditor’s report is signed. In adherence to section 50 of the PAA, we do not disclose any
information obtained during the audit and contained in this management report.

6. The figure that follows provides a pictorial summary of the audit results and our key messages
on how to improve the audit outcomes with the focus on the following:

e Status of the audit outcomes

o Status of the level of assurance provided by key role players
o Status of the drivers of internal controls

o Status of risk areas

e Root causes to be addressed
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The tick mark or legends on the figure mean the following:
® / T Improved

@) /“ Unchanged/slight improvement/slight regression
€ 1 ¥ Regressed
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OVERALL MESSAGE

7. Audit outcomes: The audit outcome has remained unchanged since the prior period. The
municipality previously received an unqualified opinion with findings. The opinion for the current
period is unqualified with findings.

8. Assurance levels: The assurance levels of senior management, municipal manager, the
municipal council, audit committee, internal audit and MPAC has remained unchanged for the
year under audit. The assurance levels of the mayor, has remained unchanged for the year
under audit.

9. Root causes to be addressed: The municipality should focus on its compliance with
legislation and ensure that proper processes and procedures are in place to identify non-
compliance timeously so that proper remedial action can be taken.

10. Risk areas: The quality of the submitted financial statements has deteriorated since the prior
period, which is of concern. The quality of the annual performance report submitted has also
deteriorated since the prior period which is also of concern. The Supply Chain Management
process has improved since the prior period. The financial health of the municipality has
detriorated from the prior period but it is still in good standing. Human resource management
has remain unchanged since the prior period, yet the function is still concerning. Information
technology processes have remained unchanged from the prior period. It is still of concern.

11. Drivers of internal control: Overall, leadership has improved however it is still concerning.
Financial and performance management has regressed and intervention is required.
Governance has remained unchanged and it is still defined as concerning.
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SECTION 1: Interactions with stakeholders responsible for oversight
and governance

12. During the audit cycle, we met with the following key stakeholders responsible for oversight
and governance to communicate matters relating to the audit outcome of the district

municipality:

Executive mayor Audit steering 4
Municipal manager/CFO Audit steering 9
Internal Audit Evaluation of internal audit ISA 610 2

13. At these interactions, we shared the following key matters affecting audit outcomes and the
auditee:

» The action needed to address communication of audit findings, improvements in the
internal control environment with the objective of achieving a clean audit outcome, and other

discussion points relating to the audit.

14. Some stakeholders made commitments to implement initiatives that can improve the audit
outcome. The commitments given and the progress of previous commitments are included in
section 3.2, which deals with the assessment of assurance providers.
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2.2 MATTERS TO BE BROUGHT TO THE ATTENTION OF USERS

Emphasis of matter paragraph

17. The following emphasis of matter paragraph will be included in our auditor’s report to draw the
users’ attention to matters presented or disclosed in the financial statements:

Restatement of corresponding figures
18. As disclosed in note 28 to the financial statements, the corresponding figures for 30 June 2016

have been restated as a result of errors discovered in the financial statements of the
municipality for the year ended 30 June 2017.

Other matter paragraphs

19. The following other matter paragraphs will be included in our auditor’s report to draw the users’
attention to matters regarding the audit, the auditor’s responsibilities and the auditor's report:

Unaudited supplementary schedules
20. The supplementary information set out on page xx to xx does not form part of the financial
statements and is presented as additional information. | have not audited these schedules and,

accordingly, | do not express an opinion thereon.

Unaudited disclosure notes

21. In terms of section 125(2) (e) of the MFMA the municipality is required to disclose particulars of
non-compliance with the MFMA in the financial statements. This disclosure requirement did not

form part of the audit of the financial statements and accordingly we do not express an opinion
thereon.
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2.3 AUDIT OF THE ANNUAL PERFORMANCE REPORT

22. In terms of the AG directive the opinion on the audit of reported information will be included in
the management report. The report is included below to enable management and those
charged with governance to see what the report will look like once it is published in the
auditor’s report. | will report all the audit findings included under the basis for opinion and the
other matter sections of this report in the auditor’s report.

Introduction and scope
23. | have undertaken a reasonable assurance engagement on the reported performance

information for the following selected strategic objectives presented in the annual performance
report of the municipality for the year ended 30 June 2017:

Objectives % ~ Opinion
Objective 1: Ensuring the delivery of basic Unmodified
services which include water, sanitation, electricity

and waste management

Objective 3: Ensure sustainable economic and 11-13 Unmodified
social transformation in the District

Objective 4: Ensure the implementation of 13-14 Unmodified

environmentally sustainable practices, along with
an integrated approach to addressing climate
change response, across all sectors

Objective 5: Creation of a thousand job 8 Unmodified
opportunities through the community public works
programme, as part of 4,5 million EPWP jobs

24, | conducted my reasonable assurance engagement in accordance with the International
Standard on Assurance Engagements, ISAE 3000: Assurance engagements other than audits
or reviews of historical financial information.

25. | believe that the evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

eyt
[
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Objective 1 — Ensuring the delivery of basic services which include water,
sanitation, electricity and waste management

Opinion

26. In my opinion, the reported performance information for ensuring the delivery of basic services
which include water, sanitation, electricity and waste management is useful and reliable, in
accordance with the applicable criteria as developed from the performance management and
reporting framework as set out in annexure D to this report.

Objective 3 — Ensure sustainable economic and social transformation in the District
Opinion

27. In my opinion, the reported performance information for ensure sustainable economic and
social transformation in the District, is useful and reliable in accordance with the applicable
criteria as developed from the performance management and reporting framework as set out in
annexure D to this report.

Objective 4 — Ensure the implementation of environmentally sustainable practices,
along with an integrated approach to addressing climate change response, across
all sectors

Opinion

28. In my opinion, the reported performance information for ensure the implementation of
environmentally sustainable practices, along with an integrated approach to addressing climate
change response, across all sectors, is useful and reliable in accordance with the applicable
criteria as developed from the performance management and reporting framework as set out in
annexure D to this report.

Objective 5 — Creation of a thousand job opportunities through the community
public works programme, as part of 4,5 million EPWP jobs

Opinion

29. In my opinion, the reported performance information for creation of a thousand job
opportunities through the community public works programme, as part of 4,5 million EPWP
jobs, in accordance with the applicable criteria as developed from the performance
management and reporting framework as set out in annexure D to this report.

‘e
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Other matters
| draw attention to the matters below. My opinions are not modified in respect of these matters.

Achievement of planned targets

30. Refer to the annual performance report on pages 8 to 13 for information on the achievement of
planned targets for the year and explanations provided for the underachievement of a number
of targets.

Adjustment of material misstatements

1. lidentified material misstatements in the annual performance report submitted for auditing.
These material misstatements were on the reported performance information of the following
objectives; Ensuring the delivery of basic services which include water, sanitation, electricity
and waste management, ensuring sustainable economic and social transformation in the
District, ensuring the implementation of environmentally sustainable practices, along with an
integrated approach to addressing climate change response, across all sectors, and the
creation of a thousand job opportunities through the community public works programme, as
part of 4,5 million EPWP jobs. As management subsequently corrected the misstatements, |
did not report any material findings on the usefulness and reliability of the reported
performance information.

Responsibilities of the accounting officer for the reported performance information

31. The accounting officer is responsible for the preparation of the annual performance report in
accordance with the prescribed performance management and reporting framework, as set out
in annexure D to this report and for such internal control as the accounting officer-determines is
necessary to enable the preparation of performance information that is free from material
misstatement in terms of its usefulness and reliability.

Auditor-general’s responsibilities for the reasonable assurance engagement on the
reported performance information.

32. My objectives are to obtain reasonable assurance about whether the reported performance
information for the selected objectives presented in the annual performance report is free from
material misstatement, and to issue a management report that includes my opinions.
Reasonable assurance is a high level of assurance, but is not a guarantee that the assurance
engagement conducted in accordance with the relevant assurance standards will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if they could reasonably be expected to influence the relevant decisions of
users taken on the basis of the reported performance information.

33. My procedures address the reported performance information, which must be based on the
approved performance planning documents of the municipality. | have not evaluated the
appropriateness of the performance indicators established and included in the planning
documents. My procedures do not extend to any disclosures or assertions relating to planned
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performance strategies and information relating to future periods that may be included as part
of the reported performance. Accordingly, my opinion does not extend to these matters.

34. A further description of my responsibilities for the reasonable assurance engagement on
reported performance information is included in annexure E to this report.

15
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2.4 AUDIT OF COMPLIANCE WITH LEGISLATION

35. Included below are material findings on compliance with selected specific requirements of
applicable legislation, as set out in the general notice issued in terms of the PAA.

Financial statements

36. The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122 of the MFMA.

37. Material misstatements identified by the auditors in the submitted financial statements were
subsequently corrected and the supporting records were provided subsequently, resulting in
the financial statements receiving an unqualified audit opinion.

Human resource management

38. Appropriate systems and procedures to monitor, measure and evaluate performance of staff
were not developed and adopted as required by section 67(1) (d) of the MSA.

Consequence management

39. Prior year irregular expenditure incurred by the municipality was not investigated to determine if
any person is liable for the expenditure, as required by section 32(2)(b) of the Municipal
Finance Management Act.

2.5 OTHER INFORMATION

40. 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 and those selected objectives presented in the annual
performance report that have been specifically reported in the auditor's report.

41. 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.

42. 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 statements
and the selected objectives presented in the annual performance report, or my knowledge
obtained in the audit, or otherwise appears to be materially misstated.

43. 1 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.

o 16
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2.6 INTERNAL CONTROL

44. The significant deficiencies in internal control which led to our overall assessment of the status
of the drivers of key controls, as included in the figure on page 6 above, is described below.
The detailed assessment of the implementation of the drivers of internal control in the areas of
financial statements, performance reporting and compliance with legislation is included in
annexure F.

Leadership
Oversight responsibility

45. As the accounting officer did not review the monthly reports and the financial statements and
the annual performance report before submitting them for auditing, the following matters were
not identified and corrected:

o The municipality did not have sufficient monitoring controls to ensure the proper
implementation of the overall process of reporting.

» Various internal control deficiencies were noted on the fixed asset register where the
source of funding and the condition of the asset were not included and where an asset did
not have a location/room assigned to them.

o Creditor reconciliations were not performed.

» The bank reconciliation statement contained reconciling items which were identified in April
2017 which should have been cleared however the transactions were not processed and
they were processed only after year end.

Human resource management and compensation
46. An assessment of human resource management has identified the following:
Appointment processes
« The prescribed selection and approval processes were not followed for all appointments.

o The verification process for new appointments did not always take place and cover criminal
record checks.

o No performance management system in place for evaluation of senior management
performance.

o Employees did not have signed performance agreements for the current performance
period.
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Policies and procedures

47. Management did not have documented policies and procedures to guide the operations of the
municipality, resulting in numerous instances of non-compliance with the MFMA, as detailed
under the Findings on non-compliance with legislation section of this report. In addition,
management did not take action to correct the following internal controls deficiencies identified
during our audit:

e Not all policies and procedures have been reviewed by the Council during the financial year.

e The IT governance framework was not reviewed and adequately compiled as it did not meet
the requirements of what is required as per the framework.

e Upon resignation from their municipal duties, some employees did not serve their notice
periods as stipulated per their employee contracts.

e The municipality did not develop internal controls in order to ensure that cell phone allowances
and basic remuneration packages are in line with the Government Gazette.

Action plans to address internal control deficiencies

48. The municipality developed a plan to address internal and external audit findings, but the
appropriate level of management did not monitor adherence to the plan in a timely manner.

Information technology governance framework

49. The IT governance framework, IT security policy and the IT backup strategy were incomplete
with several key components missing.

50. The service level agreements were not adequately monitored due budget constraints. As a
result the entity was at risk of loss of data and security breaches and they were unable to
function adequately taking into account all IT risks.

Financial and performance management
Proper record keeping

51. The municipality did not have a proper record management system to maintain information that
supported the reported performance in the annual performance report. This included
information that related to the collection, collation, verification, storing and reporting of actual
performance information.

92. The municipality did not formulate and implement a record management policy and related
procedures to ensure that all documentation was properly controlled. The supporting
documentation for the recoverability and completeness of the debtor raised for the Department
of Agriculture, Fisheries and Forestry was not sufficient for audit purposes. Declarations of
interest for three of the audit committee members were outdated.
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Daily and monthly processing and reconciling of transactions

53. Management did not implement the following daily and monthly controls as designed for the
municipality’s business processes:

o Overtime reconciliations were not performed between the overtime exception report and the
actual overtime.

o The bank reconciliation statement contained reconciling items which were identified in April
2017 which should have been cleared however the transactions were not processed and
they were processed only after year end.

o Creditor reconciliations were not performed.

Regular, accurate and complete financial and performance reports

54. As indicated in section 2.1 and 2.3 of this report, the financial statements and performance
reports contained numerous misstatements that were subsequently corrected. This was mainly
due to staff not fully understanding the requirements of the financial reporting framework.

Compliance monitoring

55. Non-compliance with laws and regulations could have been prevented had compliance been
properly reviewed and monitored.

Information technology system

56. The backup process and policy was inadequate due to that management did not provide
effective oversight over monitoring of the backups.

57. Inadequate security controls were due to management not providing effective oversight over
security controls. Furthermore, audit evidence was not provided due to failure by management
in implementing and tracking IT audit findings.

Governance

Internal audit

58. The internal audit unit did not follow up the implementation of internal and external audit
recommendations to address audit findings.

59. The internal audit function is not adequately resourced. Thus they are unable to identify internal
control deficiencies and recommends corrective action effectively.

60. The municipality’s internal auditors did not submit one of the quarterly internal audit reports on
performance information.
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Audit Committee

61. The audit committee did not meet before the submission of the financial statements and annual
performance report for auditing, to review the adequacy, reliability and accuracy of the financial
statements.

62. Management did not approach the audit committee for assistance regarding the provision for
bad debt impairment of the Department of Agriculture, Forestry and Fisheries debtor.

Summary

63. The matters above, as they relate to the basis for the unqualified opinion, findings on
compliance with legislation, will be summarised in the auditor's report as follows:

Leadership

64. As the accounting officer did not review the monthly reports and the financial statements and
the annual performance report before submitting them for auditing, internal control deficiencies
pertaining to the asset register, reconciliation of creditors and the bank account were not
identified and corrected

65. Management did not have documented policies and procedures to guide the operations of the
municipality, resulting in numerous instances of non-compliance with the MFMA.

66. The municipality developed a plan to address internal and external audit findings, but the
appropriate level of management did not monitor adherence to the plan in a timely manner.

Financial and performance management

67. The municipality did not have a proper record management system to maintain information that
supported the reported performance in the annual performance report. This included
information that related to the collection, collation, verification, storing and reporting of actual
performance information.

68. The municipality did not formulate and implement a record management policy and related
procedures to ensure that all documentation was properly controlled. The supporting
documentation for the recoverability and completeness of the debtor raised for the Department
of Agriculture, Fisheries and Forestry was not sufficient for audit purposes. Declarations of
interest for three of the audit committee members were outdated.

69. Management did not implement daily and monthly controls as designed for the municipality’s
business processes for bank and cash, overtime and creditors.

70. The financial statements and performance reports contained numerous misstatements that
were subsequently corrected. This was mainly due to staff not fully understanding the
requirements of the financial reporting framework.

71. Non-compliance with laws and regulations could have been prevented had compliance been
properly reviewed and monitored.
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Governance

72. The municipality’s action plan process to address internal audit findings relating to performance
and compliance matters was not sufficient.

73. The internal audit function is not adequately resourced thus they are unable to identify internal
control deficiencies and recommends corrective action effectively.

74. The municipality's internal auditors did not submit one of the quarterly internal audit reports on
performance information.

75. The audit committee did not meet before the submission of the financial statements and annual
performance report for auditing, to review the adequacy, reliability and accuracy of the financial
statements.

76. Management did not approach the audit committee for assistance regarding the provision for
bad impairment of the Department of Agriculture, Forestry and Fisheries debtor.

. 2 I
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SECTION 3: Assurance providers and status of implementation of
commitments and recommendations

3.1 ASSESSMENT OF ASSURANCE PROVIDERS

77. The annual report is used to report on the financial position of auditees, their performance
against predetermined objectives and overall governance. One of the important oversight
functions of the municipal council is to consider auditees’ annual reports. To perform this
oversight function, they need assurance that the information in the annual report is credible. To
this end, the annual report includes our auditor's report, which provides assurance on the
credibility of the financial statements and the annual performance report, as well as on the
auditee's compliance with legislation.

78. Our reporting and oversight processes reflect on past events, as they take place after the end
of the financial year. However, management, the leadership and those charged with
governance contribute throughout the year to the credibility of financial and performance
information and compliance with legislation by ensuring that adequate internal controls are
implemented.

79. We assess the level of assurance provided by these assurance providers based on the status
of internal controls (as reported in section 2.6) and the impact of the different role players on
these controls. We provide our assessment for this audit cycle below.

First level of assurance

Senior management: provides some assurance

80. Senior management was involved in internal controls and monitoring of the controls during the
financial year. However material findings were identified in the financial statements and
performance management however these were subsequently corrected.

Accounting officer: provides some assurance

81. The accounting officer’s position was occupied for the entire period under review.

82. The accounting officer's is actively involved in the day to day activities and attends all the
audit steering committee meetings. For this reason, we have assessed the accounting officer
as providing some assurance.

Executive mayor: provides limited assurance

83. Due to the fact that several instances of non-compliance with laws and regulations were
identified in the financial statements and no corrective action was taken by the Executive
Mayor or Council, the Executive Mayor has been assessed as providing limited assurance.

[)
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Second level of assurance

Internal audit unit: provides limited assurance

84,

85.

86.

87.

88.

Legislation in South Africa requires the establishment, roles, and responsibilities of internal
audit units. Internal audit units form part of the internal control and governance structures of
the district municipality and play an important role in its monitoring activities. Internal audit
provides an independent assessment of the district municipality's governance, risk
management and internal control processes.

The internal audit unit of a district municipality's must prepare a risk-based audit plan and
internal audit programme for each financial year. It must advise the accounting officer and
report to the audit committee on implementing the internal audit plan and matters relating to
internal audit; internal controls; accounting procedures and practices; risk and risk
management; performance management; loss control and compliance with the MFMA. The
internal audit unit must also perform such other duties as may be assigned by the accounting
officer.

The fourth quarterly report on performance information was not issued to the audit
committee.

The municipality’s action plan process to address internal audit findings relating to
compliance matters was not sufficient.

The internal audit function is not adequately resourced thus they are unable to identify
internal control deficiencies and recommends corrective action effectively.

Audit committee: provides limited assurance

89.

90.

o1.

02,

93.

The audit committee is an independent advisory body to the council, accounting officer and
the management and staff of the municipality on matters relating to internal financial control
and internal audits; risk management; accounting policies; the adequacy, reliability and
accuracy of financial reporting and information; performance management; effective
governance; the MFMA and any other applicable legislation; performance evaluation; and
any other issues.

The audit committee is also expected to review the annual financial statements to provide an
authoritative and credible view of the district municipality, its efficiency and effectiveness and
its overall level of compliance with the applicable legislation.

Limited number of material findings was identified in the financial statements and
performance management and therefore they provided some assurance.

The audit committee did not meet before the submission of the financial statements and
annual performance report for auditing, to review the adequacy, reliability and accuracy of
the financial statements.

Management did not approach the audit committee for assistance regarding the provision
for bad debt on Department of Agriculture, Forestry and Fisheries.

()
o ]
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Third level of assurance

Municipal council: provides limited assurance

94.  The council is not actively involved in the day to day activities of the municipality and several
instances of non-compliance with laws and regulations were identified and no correction
action was taken by the council. As a result the level of assurance provided by the council is
limited.

Municipal public account committee (MPAC): provides limited assurance

95. The extent to which the council adopted the MPAC guides has been considered in the
assessment of MPAC as an assurance provider.

96. MPAC did not have all the required meetings during the year as required by their mandate
which is 1 meeting per quarter, only 2 meetings were held and therefore they are assessed
as providing limited assurance.
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3.2 STATUS OF IMPLEMENTING COMMITMENTS AND
RECOMMENDATIONS
97. Below is our assessment of the progress in implementing the commitments made by the
district municipality to address the previous and current years' audit findings.
No. _Commitment _Made by __Date PR Status i T
1 Compliance on performance Director 31 Mar 2017 Not addressed/limited
agreements Corporate progress
Services
2 Related parties declarations of Director 31 Mar 2017 In progress
Interest Corporate
Services
3 VAT Output not levied on rental CFO 31 Mar 2017 Not addressed/limited
income from Commercial progress
Properties
4 Deviation from 3 quotes not CFO 31 Mar 2017 In progress
recorded or approved
5 Exceptions identified: 3 CFO 31 Mar 2017 In progress
Quotations not obtained
6 Deviations not reported to CFO 31 Mar 2017 In progress
Council and not disclosed in the
AFS
7 People in service of the state not | CFO 31 Mar 2017 Addressed
disclosed on the AFS
8 No reasons provided for under Director LED 31 Mar 2017 In progress
achievement of indicators Projects.
Planning and
Tourism
9 Inconsistencies between planned | Director LED 31 Mar 2017 Addressed
and reported targets Projects.
Planning and
Tourism
10 Standard operating procedures Director LED 31 Mar 2017 In progress
Projects.
Planning and
Tourism
11 Differences in Budget Disclosures | CFO 31 Mar 2017 Addressed
12 Pre-paid expense not provided Supply Chain 31 Mar 2017 Not addressed/limited
for in the prior year Senior Clerks progress
13 Cut-off error Senior 31 Mar 2017 Not addressed/limited
Accountant and progress
CFO
14 Accrual not provided for in the Senior 31 Mar 2017 Not addressed/limited
prior year Accountant and progress
CFO
16 Input VAT incorrectly claimed CFO 31 Mar 2017 Not addressed/limited
progress
16 Cut-off error Senior 31 Mar 2017 Not addressed!/limited
Accountant and progress
CFO

’,
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17 Difference identified between Senior 31 Mar 2017 Addressed
bank reconciliation and AFS accountant
18 Difference noted on leave Director 31 Mar 2017 Addressed
balances Corporate
Services
19 Payments not made within 30 CFO 31 Mar 2017 In progress
days
20 Councillor remuneration exceeds | CFO 31 Mar 2017 Not addressed/limited
upper limit (1) progress
21 Internal Control Deficiencies: List | Supply Chain 31 Mar 2017 Addressed
of Prospective Providers Clerk
22 Differences identified on Note 34 | CFO 31 Mar 2017 Addressed
as per AFS
23 Useful lives differ from the CFO 31 Mar 2017 Addressed
accounting policy
24 GRAP disclosure checklist (1) CFO 31 Mar 2017 Not addressed/limited
progress
25 Provision for Bad debt not CFO 31 Mar 2017 Not addressed/limited
complete progress
26 Amounts recognised as revenue | Accountant 31 Mar 2017 Not addressed/limited
does not agree to supporting progress
documentation
27 Deposit recognised as revenue Senior 31 Mar 2017 Addressed
within 36 months Accountant and
CFO
28 Provision on debtors and CFO 31 Mar 2017 Addressed
creditors

98. Ten audit recommendations accepted by management in the previous year on matters

included in the auditor's report and other important matters were implemented, or alternative

actions were taken to resolve the finding.

99. Seven recommendations are still being implemented and eleven have not been addressed,
or very limited progress has been made.

100. Details on the status of implementing the previous year's recommendations are provided in
section 9, which summarises the detailed audit findings.

.
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SECTION 4: Focus areas

4.1

101. Our audit included a high-level overview of the District Municipality’s financial viability as at

FINANCIAL VIABILITY

year-end. The financial viability assessment provides useful information for accountability
and decision-making purposes and complements the financial statements by providing

insights and perspectives. The financial viability assessment is expected to enhance timely

remedial decision-making and policy reforms where financial viability may be at risk. It will
also highlight to management those issues that may require corrective action and the

urgency and magnitude of the reforms and decisions necessary to maintain operations. The

information should be used to complement, rather than substitute, management's own

financial assessment.

(Limitation = unable to obtain sufficient appropriate e e % ‘

information to assess the indicator) As at 30""“'_1'3 20174 Asiat30.1ung 2016
Expenditure management
1.1 | Creditor payment period 116.8 Days 14.5 Days
Revenue management

2.1 | Debt-collection period (after impairment) 136 Days 32.9 Days

Debt impairment provision as a percentage of & 6
accounts receivable DB 85.:40%

22 ° Amount of debt impairment provision R 24,306,608 R 575,370

° *Amount of accounts receivable R 26,804,998 R 879,732
Asset and liability management

A deficit for the year was realized (total expenditure Yes Yes

31 exceeded total revenue)
° Amount of the surplus/(deficit) for the year (R 23,128,748) (R 8,060,239)
A net current liability position was realized (total No No

3. current liabilities exceeded total current assets)
° Amount of net current assets/(liability) position (R 9,599,583) R 21,392,595
A net liability position was realized (total liabilities No No

3.3 exceeded total assets)
° Amount of net asset/(liability) position (R 10,478,480) R 12,834,742
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Financial viability assessment

(Limitation = unable to obtain sufficient appropriate

information to assess the in dicator) As at 30 June 2017 | As at 30 June 2016

Cash management

The year-end bank balance was in overdraft No No
41
o Amount of year-end bank balance (cash and
cash equivalents)/(bank overdraft) F.81228:114 R18,975,807
Net cash flows for the year from operating activities Yor Yes
were negative
4.2
° Amount of net cash in/(out) flows for the year R 10,336,486 R 8.535.524
from operating activities i U
Creditors as a percentage of cash and cash . o o
equivalents 87 % 87 %
43 |o Amount of creditors (accounts payable) R 5.514.288 R 753.304
° Amount of cash and cash equivalents/(bank R 8,228.114 R 18,975.937
overdraft) at year-end eyt S

Overall asse

Ovéraﬂ the financial viability is asséééeﬂ as:

102.

103.

104.

105.

The net liability position weakened due to the impairment provision against the receivable
balance from the Department of Agriculture, Forestry and Fisheries.

The creditor payment period increased significantly due to the additional suppliers
recognised for the project administrated on behalf of the Department of Agriculture, Forestry
and Fisheries.

No material uncertainty existed that may cast significant doubt on the municipality’s ability to
operate as a going concern.

The municipality has sufficient or has access to sufficient resources to settle their liabilities as
they become due.
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4.2

PROCUREMENT AND CONTRACT MANAGEMENT

Awards to close family members of persons in the service of the state

108.

107.

Awards to providers owned/managed by persons that are close family members of persons
in the service of the state, whether at the municipality or any other state institution, are not
prohibited. However, such awards of more than R2 000 must be disclosed in the financial
statements of the municipality for the sake of transparency and as required by SCM
regulation 45. The audit included the identification of awards to close family members.
Further testing was performed to determine whether the financial statement disclosure was
made and the legislated requirements with regard to declarations of interest were adhered to.

The findings were as follows:

A close family member of one official had an interest in awards made to the value of R 24
337, the official did not declare her interest.

Procurement processes

108. The table below is a summary of findings identified on procurement processes:

Value Tvaie | [ Value
Awards selected for 46 | R 6,449,432 33 | R 1,442,141 13 | R 5,007,291
testing
Expenditure incurred on R 4,986,719 R 1,378,317 R 3,608,402

selected awards —
current year

Awards on which non- - ° . 2 7 2
compliance was
identified

Irregular expenditure - - = = E <
identified

Internal control deficiencies

109.

4.3

110.

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

FRAUD AND CONSEQUENCE MANAGEMENT

The primary responsibility for preventing and detecting fraud rests with management and
those charged with governance. We are responsible for obtaining reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or
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1 0

112.

error, and to issue an auditor’s report that includes our opinion. Due to the inherent
limitations of an audit, there is a risk that some material misstatements, including fraud, may
not be detected.

Below is a summary of fraud risk factors that should be addressed to ensure that sufficient
measures/controls are in place to prevent material misstatement due to fraud.

o According to ISSAI 1240 procurement is a presumed fraud risk.
o Risk of management override of controls

The MFMA and its regulations clearly stipulate that matters such as incurring unauthorised,
irregular and fruitless and wasteful expenditure; the possible abuse of the SCM system
(including fraud and improper conduct); and allegations of financial misconduct should be
investigated. Disciplinary steps should be taken based on the results of the investigations.
Our audits included an assessment of the District Municipality's management of
consequences. The significant findings are provided below:

Irregular expenditure

Irrégular éxpehditdré : -
Irregular expenditure identified in the previous year was not investigated 6 R 129,919
to determine if any person was liable for the expenditure _

Irregular expenditure was not properly investigated . 6 R 129,919
Effective and appropriate disciplinary steps were not taken against 6 R 129,919
officials who permitted irregular expenditure

Losses resulting from irregular expenditure were not recovered from the 6 R 129,919
person liable

Ongoing investigations

The Directorate for priority crime investigations is investigating the alleged corruption in the
appointment of staff in higher positions together with their salary increases for the 2014/15
financial year. The investigation commenced during the current financial year and is currently still
in progress.

4.4

113.

USE OF CONDITIONAL GRANTS

For the financial year under review, the audit included an assessment of the effectiveness of
the municipality's use of the following conditional grants received:

Expanded Public Works Programme
Rural Roads Asset Management Grant
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114. For each of the grants tested as per the table below, we selected key projectsrfunded by the
grant and audited the use of grants on the project. Listed below are the audit findings raised
on each project.

nitiatives funded by the grant

Summary of selected key project and result of

testing Details Details

Name of grant EPWP RRAM

The Development

sl e e Paving of sidewalks at
Project/initiative funded by the grant L : Of The Rural Road Asset
head offices in Springbok Management Systems

Audit findings There were no audit findings

4.5 PUBLIC PARTICIPATION

115. As part of the audit of predetermined objectives we audit compliance with the provisions of
the Municipal Systems Act relevant to community participation. No findings were raised in
this regard.

4.6 USE OF CONSULTANTS

116. The audit included an assessment of the effective use of consultants. In the local
government environment, the partnership between the private and public sectors has
become important in driving strategic goals.

117. The total expenditure on consultants was R 598,602.
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| SECTION 5: Using the work of internal audit

118. The auditing standards allow external auditors the optional use of the work of internal audit
for external audit purposes and for direct assistance.

119. The following list of reports were used for risk identification:

° Expenditure Management report
e Internal audit report (SDBIP)

o Registration report

° Subsistence and travel report

° Tourism report

° mSCOA report

° SCM report

o Performance reports

120. The internal audit function was not used for external audit purposes or for direct assistance
as the timing and extent of their work differed from our required procedures.
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SECTION 6: Emerging risks

6.1 Accounting, performance management/reporting and compliance

matters
New pronouncements

Standards of GRAP

121. The ASB has issued the following GRAP pronouncements, with effective dates as indicated:

GRAP pronouncement

| Effective

Conceptual framework for general purpose financial reporting

Applicable once published

GRAP 20, Related parly disclosures

To be determined

GRAP 32, Service concession arrangements: grantor

To be determined

GRAP 34, Separate financial statements

To be determined

GRAP 35, Consolidated financial statements

To be determined

GRAP 36, Investments in associates and joint ventures

To be determined

GRAP 37, Joint arrangements

To be determined

GRAP 38, Disclosure of interests in other entities

To be determined

GRAP 108, Statutory receivables

To be determined

GRAP 109, Accounting by principals and agents

To be determined

GRAP 110, Living and non-living resources

To be determined

IGRAP 17, Service concession arrangements where a grantor
controls a significant residual interest in an asset

To be determined

public entities

IGRAP 18, Recognition and derecogntion of land 1 April 2019
IGRAP 19, Liabilities to pay levies 1 April 2019
Directive 12, The selection of an appropriate reporting framework by | 1 April 2018

Guideline on accounting for housing arrangements Applicable once published

Municipal SCOA

122. The municipality has implemented the municipal SCOA subsequent to year end and it is
functional except for the asset management system which has not yet been utilised.
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6.2 Audit findings on the annual performance report that may have an
impact on the audit opinion in future

123. For the 2016-17 cycle, the planned and reported performance information of selected
strategic objectives were audited against the criteria as developed from the Performance
management and reporting framework (PMRF).

124. Any audit findings in this regard will only be reported in the annexure to the management
report and will not have an impact on the audit opinion in the management report for 2016-
17. These findings will also not be reported in the auditor’s report.

125. The following findings were identified from the audit against the additional criteria:

° Consistency

The achievements against the planned indicator and target there were reported were
not consistent with the information audited. This is not in line with the requirements of
section 41(c) of the MSA, 2000 (Act No. 32 of 2000).

° Presentation and disclosure

The reported measures taken to improve performance against the planned target were
not supported by the evidence provided, as required by section 46(c) of the MSA, 2000
(Act No. 32 of 2000).
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SECTION 7: Ratings of detailed audit findings

126. For the purposes of this report, the detailed audit findings included in annexures A to C have

been classified as follows:

¢ Matters to be included in the auditor’s report: these matters should be addressed as a matter of

urgency.

o Other important matters: these matters s'hould_be addressed to prevent them from leading to
material misstatements of the financial statemeénts or material findings on the performance

report and compliance with legislation in future.

e Administrative matters: these matters are unlikély to result in material misstatements of the
financial statements or material findings on the performance report and compliance with

legislation.

SECTION 8: Conclusion™ =~

127. The matters communicated throughout this report relate to the three fundamentals of internal
control that should be addressed to achieve sustained clean administration. Our staff
remains committed to assisting in identifying and communicating good practices to improve
governance and accountability and to build public confidence in government's ability to
account for public resources in a transparent manner.

Yours faithfully

fre

Larusha Padayachy CA(SA)
Senior Manager: Kimberley

30 November 2017

Enquiries: Larusha Padayachy
Telephone:; +27(0)53 836 8800
Fax: +27(0)53 836 8898
Email: LarushaP@agsa.co.za

Distribution:

Audit committee

Head of internal audit unit
Municipal Manager

Chief Financial Officer

‘:..'
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CASH: _Bnm_::ma of Nuweveld investment

[In progress/Not

| (EX.58

account (Ex.33) addressed]
CASH: exceptions on the bank [In progress/Not
reconciliation (Ex.32) addressed]
CASH: Unrecorded interest at year end [In progress/Not

EMP: Incomplete employee files Amx.mmv

maaﬂmmmma

:: uﬁoo_.mm@.za
addressed]

EMP: Termination notice period (Ex.31)

[In progress/Not

_zaoz._.m_. -Ocﬁmﬁma n_mo_mﬁm:o: 9q _353%

[In vﬁomﬁmmm_..za
(Ex.8) addressed]
INTCNTRL - Clock system not operating [In progress/Not
(Ex.9) addressed]
INTCNTRL: No overtime exception report [In progress/Not
(Ex.30) addressed]
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DISCL: Investment property disclosure v v [In progress/Not
(Ex.82) addressed]
DISCL: Related party Note 37 in the v v , [In progress/Not
_u_:m:o_m_ mﬁmﬁmam:ﬁm is incorrect (Ex.84 addressed

_u_um“ Assets not _um_doama Amx.mmv v v [In progress/Not
addressed]
PPE: Asset does not have a location of v v [In progress/Not
room number (Ex.63) addressed]
PPE: Asset barcodes (EX. 81) v v [In progress/Not

mao_ﬁmwwma_

_.mx_u“ mxnm:n_;ca incurred in _o:oﬂ year Emm v T v :: U_,om_ﬁmmmxza

recognised in the current period (cut-off) addressed]
(Ex.6)
EXP: Unrecorded expenditure and liabilities v o [In progress/Not

at year end (Cut-o

CRED: Supplier reconciliations not v v :: U_.omawm\zﬂ
performed for all creditors (Ex.2) addressed]
CRED: Incorrect classification of unpaid v v [In progress/Not
Subsistence and travel claims to Trade addressed]

creditors (EX.47)
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financial statements (Ex.36)

Management report of Namakwa District Municipality

(EX.80)

addressed]
PROC: VAT excluded from Preferential [In progress/Not
points calculations (Ex.38) addressed]
PROC: Bid not advertised for 14 days [In progress/Not
(Ex.40) addressed]
PROC: No deviation form attached on [In progress/Not
payment voucher (Ex 43) addressed]
SCM: Deviations disclosure is inaccurate. [In progress/Not
(EX.77) addressed]
PROC: Prior year irregular expenditure not [In progress/Not
investigated by council. (EX.67) addressed]
PROC: VAT excluded from preference [In progress/Not
points calculations (EX.79) addressed]
PROC: Member of the Bid committee was a [In progress/Not
member of the adjudication committee addressed]

REC: Receivable balance fro
Department of Agriculture, Forestry and
Fisheries not impaired (Ex.5)

[In ‘ﬁ_.,o,mﬂ_mmm\zﬁ g
addressed]

REC: Provision for doubtful debt not

[In progress/Not

complete (Ex.20) addressed]
REC: Debtors sub-ledger does not add up [In progress/Not
to final debtors age-analysis (Ex.49) addressed]
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Management report of Namakwa District Municipality

Detailed audit findings

ANNEXURE A: MATTERS AFFECTING THE AUDITOR’S REPORT

Internal control

1. COMPL: No performance evaluation for staff (EX.51)

Audit finding 2 |
The Municipal Finance Management Act sectior 82(1)(c)(i) states:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control."

The Municipal FinanceManagement Act section 67(1)(d) states:

“Human resource development—(1) A municipality, in accordance with applicable law and
subject to any applicable collective agreement, must develop and adopt appropriate systems and
procedures, consistent with any uniform standards prescribed in terms of section 72 (1) (c), to
ensure fair,

efficient, effective and transparent personnel administration, including—

(d) the monitoring, measuring and evaluating of performance of staff;”

Nature:

The municipality has not developed and adopted appropriate systems and procedures to monitor,
measure and evaluate performance of staff other than the municipal manager and senior
managers.

Performance evaluation of the municipal manager and senior managers were not performed during
the financial year under audit.

Cause
No performance agreements were agreed with the employees.

Impact:
This could impact negatively on service delivery and is also in contravention of the requirements of

the Municipal Finance Management Act.

Internal control deficiency

Leadership

Oversight responsibility regarding financial and performance reporting and compliance and related
internal controls was not adequately exercised.

Recommendation

Each employee's promotion/raises should be performance linked, performance agreements can be
put in place and the assessment of senior managers can also be linked to the rating of the staff
working under them.
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Management report of Namakwa District Municipality

Management’s response
Management takes note of the exception raised. Please see responses below:

1. Performance evaluation system for employees — The draft individual performance
management system for other staff was developed and awaits council approval. With
the new SDBIP monitoring system utilised, some of the other staff are also evaluated

based on performance of specific indicators.
2. The performance evaluation of the Municipal Manager and Senior Managers will be
done in late October / early November 2017.

Supporting documentation provided:

1. The draft individual performance management system for other staff.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Auditor’s conclusion
Management agrees with the exception, the finding will remain as it constitutes non-compliance
with the MFMA.




Management report of Namakwa District Municipality

Procurement and Contract Management

2. PROC: Transactions not disclosed in the financial statements (Ex.36)

Audit finding
Requirement/Legislation

The Supply Chain Regulation section 45 states the following:

"The notes to the annual financial statements of a municipality or municipal entity must disclose
particulars of any award of more than R2 000 to a person who is a spouse, child or parent of a
person in the service of the state, or has been in the service of the state in the previous
twelvemonths, including -

(a) the name of that person;

(b) the capacity in which that person is in the service of the

state; and

(c) the amount of the award."

Nature:
The spouse of C Jantjies (accountant) is a director of Afren Power Projects (Pty) Ltd.
The following payments were made to the company during the year:

Period | Vote number Vote Transaction Reference TranDate Amount
Description Type

201611 [ 9000052170001 | PRIMARY BANK | Order INV90100032390 | 20161103 4,101.72
ACCOUNT Payments
(ABSA)

201703 | 9000052170001 | PRIMARY BANK | Order INV90100032915 | 20170112 16,866.87
ACCOUNT Payments
(ABSA)

201703 | 9000052170004 | PRIMARY BANK | Order INV90200033441 | 20170313 3,368.02
ACCOUNT Payments
(NEDBANK)

24,336.61

These payments are not disclosed in the financial statements.

Cause:
The transactions were not disclosed in the financial statements.

Impact:
This is non-compliance with the Supply Chain Regulations section 45.

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation

The accounting officer should ensure that the transactions are disclosed in the financial statements
as per section 45 of the Supply Chain Regulation.

Management’s response
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Management report of Namakwa District Municipality

Management disagrees with the exception raised. Management confirmed that Mrs C Jantjies is
not a shareholder of the company and she is not married in community of property. Therefore,
disclosure is not necessary.

Supporting documentation provided:

1. Shareholders certificates of Afren Power Projects (Pty) Ltd.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 17 October 2017

Auditor’s conclusion

The auditor’s takes note of management response, however the exception is still valid.

The legislation does not differentiate between spouses married within or outside of the community
of property.
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Management report of Namakwa District Municipality

3. PROC: VAT excluded from Preferential points calculations (Ex.38)

Audit finding

Requirement/Limitation: Py
The Preferential Procurement Policy Framework Act states that "price" includes all applicable taxes
less all unconditional discounts.

Nature: ;
We noted that during the recalculation of the Preferential Procurement points that VAT was
excluded from the quotation prices for the followirig:

20/2016
33/2016
34/2016
02/2017
16/2017
17/2017

Cause:
VAT was excluded from the calculations.

Impact:
This is non-compliance with the Preferential Procurement Policy Framework Act.

Internal control deficiency
Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
The accounting officer should ensure that VAT is included in the calculations of the preferential
procurement points.

Management’s response
Management disagrees with the exception raised. The objective of the Supply Chain Policy is to
provide an effective system of acquisition that is transparent and promote good governance.

In order to avoid that the suppliers benefit incorrectly from Supply Chain Management processes,
all suppliers were assessed on an equal basis. It was found that some suppliers were not
registered for VAT in terms of the VAT Act. The VAT portion was therefore deducted from
suppliers registered for VAT to promote equality between suppliers in the evaluation process.

The calculation made is therefore not incorrect. The municipality only compares apples with
apples. When awarding is done, the award letter is per the quoted amount which is VAT inclusive.
Name: Christiaan Fortuin

Position: Municipal Manager

Date: 17 October 2017

Auditor’s conclusion
The auditors take note of management's response, however the exception is still valid.

The Preferential Procurement Policy Framework Act requires that the price used in the
calculations should be included all applicable taxes.
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4. PROC: Bid not advertised for 14 days (Ex.40)

Audit finding

Requirement/Limitation

The Municipal Supply Chain Management Regulation section 22(1) (b) states:

"(1) A supply chain management policy must determine the procedure for the invitation of
competitive bids, and must stipulate- (b) the information a public advertisement must contain,
which must include- (i) the closure date for the submission of bids, which may not be less than 30
days in the case of transactions over R10 million (VAT included), or which are of a long term
nature, or 14 days in any other case, from the date on which the advertisement is placed in a
newspaper, subject to sub regulation (2); and (ii) a statement that bids may only be submitted on
the bid documentation provided by the municipality or municipal entity."

Nature:
We confirm that the working for water bid 18/2016 was only advertised for a period of 12 days and
not 14 days, as required.

Cause:
The bid was only advertised for 12 days.

Impact:
This is non-compliance with the Municipal Supply Chain Management Regulation.

Internal control deficiency
Leadership
Management did not exercise oversight responsibility regarding financial and performance

reporting and compliance as well as related internal controls.

Recommendation
The accounting officer should ensure that bids are advertised for the correct period.

Management’s response
Management takes note of the exception raised. All other bids were advertised for the correct
number of days and therefore this is an isolated event.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 17 October 2017

Auditor’s conclusion
The finding is still a valid finding as the bid was not advertised for 14 days.
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5. PROC: Prior year irregular expenditure not investigated by council. (EX.67)

Audit finding
The Municipal Finance Management Act 56 of 2003 section 2 states:

A municipality must recover unauthorised, irrequldr or fruitless and wasteful expenditure from the
person liable for that expenditure unless the expehditure -

(a) in the case of unauthorised expenditure, is -

(i) authorised in an adjustments budget;

(i) or certified by the municipal council, after investigation by a council committee, as irrecoverable
and written off by the council; and

(b) in the case of irregular or fruitless and Wastefwr expenditure, is, after investigation by a council
committee, certified by the council as irrecoverable and written off by the council.

Nature: _ ;

We inspected the prior year management report.

The following transactions took place in the prior financial year where three quotations were not
obtained.

Account Description Date Ref. Inclusive
number / vote Amount
1105301093305 | LEGAL FEES | 20151013 FIN90100029082 8,892
1105301093305 | LEGAL FEES 20151030 FIN90100029234 9,063
1105301093305 | LEGAL FEES | 20160406 FIN90100030652 98,000
1105301093305 | LEGAL FEES | 20160412 FIN90100030705 2,213
1105301093305 | LEGAL FEES |20160519 FIN90100031091 6,100
124,268
Supplier Name Amount Cheque Number
DPD Laser Express Log T/A Time Freight R5,650.92 | 28109

We could not obtain evidence that council investigated these instances of irregular expenditure to
determine if any person is liable for the expenditure.

Cause:
The instances identified were not investigated further by council to determine if any person should
be held liable.

Impact:
Non-compliance with the MFMA.

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation

The accounting officer should ensure that irregular expenditure incurred should be investigated by
council.

Management’s response
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Management takes note of the exception raise. Management is in the process of investigating the
extent of the possible irregular expenditure from the inception to the date of the audit report.
Management will make the necessary disclosure in the AFS.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion
Management agrees with the finding. The finding will remain.
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6. PROC: VAT excluded from preference points calculations (EX.79)

Audit finding
Requirement/Limitation:

The Preferential Procurement Policy Framework Act states that "price" includes all applicable taxes
less all unconditional discounts.

Nature: ; (s S
We noted that during the recalculation of the Preferential Procurement points that VAT was
excluded from the quotation prices for the following:

Bid 03/2017 - Snake awareness.

Cause:
VAT was excluded from the calculations.

Impact:
This is non-compliance with the Preferential Procurement Policy Framework Act.
This also resulted in the incorrect bidder receiving the award.

Internal control deficiency
Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
The accounting officer should ensure that VAT is included in the calculations of the preferential
procurement points.

Management’s response

Management disagrees with the exception raised. The tenderer Umbono Training was awarded
based on the value for money principle. Umbono Training provided live snake presentation
whereas Umbuso Training provided awareness training with plastic snakes. Therefore, the
adjudication committee changed the recommendation of the evaluation committee based on
section 29 of the SCM regulations which allows the adjudication committee to change the
evaluation committee proposal.

Supporting documentation provided:
1) Minutes of meeting of 7 April 2017 regarding the Formal Written Quotation 03/2017.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

The finding will remain. It is a legislative requirement to include VAT. If VAT was included in this
case, the outcome would have been different as per the auditor’s testing.
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7. PROC: Member of the Bid committee was a member of the adjudication committee
(EX.80)

Audit finding
Requirement/Legislation:

The Municipal Supply Chain Management Regulation Act of 2003, section 29(4) states:
“Neither a member of a bid evaluation committee, nor an advisor or person assisting the evaluation
committee, may be a member of a bid adjudication committee”.

Nature:
During the testing of competitive bids we noted the following:

C Jantjies was involved in the adjudication and evaluation meetings of the following tenders:
BVI construction Engineers - 32/2016

Jan de Wee - 18/2016 -E24F1001

Nico Swart Consultancy - 10/2017

Elizabeth Witbooi - 18/2016 - E32E1002

Elizabeth Witbooi - 18/2016 - E32C1001

D Fortuin was involved in the adjudication and evaluation meetings of the following tenders:
Angus Africa - 18/2016 - E32C1003

Hermanus Fortuin - 18/2016 - E32C1002

Johannes Rossouw - 18/2016 - E24F1003

Hilton Strauss - 18/2016 E32A1001

Reagen Petersen - 18/2016 E32A1001

Abraham Joseph - 18/2016 E4081001

Elwida Klaaste - 18/2016 E32E100

Andre Gouws - 18/2016 E24F1002

Cause:
C Jantjies and D Fortuin attended both the adjudication and evaluation committee meetings.

Impact:

This is not in accordance with the Municipal Supply Chain Management Act and constitutes
irregular expenditure.

This constitutes irregular expenditure of R 5,007,291.

Internal control deficiency
Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compllance as well as related mternal controls

Recommendatlon

The accounting officer should ensure that the adjudlcatlon and evaluation committees are compiled
correctly.

Management’s response

Management disagrees with the exception raised. C Jantjies and D Fortuin are ex-officio members
that only document the minutes of the meetings. They have no rights / inputs in the decision
making of any processes. This the job of the Supply Chain Practitioner and C Jantjies and D
Fortuin were acting in this position in different periods of the financial year.

Name: Christiaan Fortuin
Position: Municipal Manager

o?
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Date: 31 October 2017

Auditor’s conclusion

The finding will remain. Management should provide evidence that C Jantjies and D Fortuin were
only minute takers in the meeting. It should be evidenced that they were not involved in the
decision making.
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Receivables

8. REC: Receivable balance from the Department of Agriculture, Forestry and Fisheries not
impaired (Ex.5)
Audit finding

Section 62 of the Municipal Finance Management Act, 2003 (Act no. 56 of 2003) (MFMA), states
that:

“(1) The accounting officer of a municipality is responsible for managing the financial administration
of the municipality, and must for this purpose take all reasonable steps to ensure:

(a) that the resources of the municipality are used effectively, efficiently and economically;

(b) that full and proper records of the financial affairs of the municipality are kept in accordance
with any prescribed norms and standards; in accordance with any prescribed norms and
standards,

(c) that the municipality has and maintains effective, efficient and transparent systems:
(i) of financial and risk management and internal control; and

(i) of internal audit operating in accordance with any prescribed norms and standards;"
In addition section 64 of the MFMA states that:

“(1) The accounting officer of a municipality is responsible for the management of the revenue of
the municipality.

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure -

(f) that the municipality has and maintains a system of internal control in respect of debtors”

Nature

The Department of Agriculture, Forestry and Fisheries have not settled their outstanding balance
as per agreement with the Municipality. It was also noted that the Department is disputing certain
costs incurred.

No provision was made by the municipality for bad debt, the total outstanding balance at year end
was R 19,226,349.

On-going monitoring and supervision are not undertaken to enable management to determine
whether internal control over other receivables is present and functioning.

Impact:

Possible misstatement of recelvables as dlsclosed in the annual fmanmal statements.
Intemal_ control deficiency

Leadershnp &

internal controls is not exerclsed

Recommendation
Management should consider impairing the receivable balance.

Management’s response
Management disagrees with the exception raised.
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The Namakwa District Municipality must prepare their annual financial statements in accordance
with the Finance Management Act (MFMA) and effective Standards of Generally Recognised
Accounting Practice (GRAP), including any interpretations and directives issued by the Accounting
Standards Board.

GRAP 104.57 states that an entity shall assess at the end of each reporting period whether there is
any objective evidence that a financial asset is impaired. If any such evidence exists, the entity
shall apply paragraphs .61 to .63 (for financial as$ets carried at amortized cost) to determine the
amount of any impairment loss.

GRAP 104.58 states that a financial asset is |mpaired and impairment losses are incurred

if, and only if, there is objective evidence of |mpa|i'ment as a result of one or more events that
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has
an impact on the estimated future cash flows of the financial asset that can be reliably estimated.

Management performed an aSsessmént and concluded that there is no objective evidence for
impairment, as supporting evidence indicates that the Department of Agriculture, Forestry and
Fisheries are willingly to settle their outstanding amount, once internal SCM processes are
completed.

Management assessment are based on the following:

o No concession was granted to the Department of Agriculture, Forestry and Fisheries;

e There is no indication that the Department of Agriculture, Forestry and Fisheries will enter
sequestration or other financial reorganisation, as it is a state department;

e There is no significant financial difficulty as the debtor is the Department of Agriculture, Forestry
and Fisheries and funds to an amount of R74 815 313 was allocated to this project. The minister of
Agriculture, Forestry and Fisheries also indicated in a National Council of Provinces meeting on 27
October 2016 in

Parliament that the funding is available to pay outstanding invoices, once SCM processes are
completed. The Department of Agriculture, Forestry and Fisheries also documented in their
Progress Reports that they will pay all outstanding payments to Namakwa District Municipality;

e Payment was approved by Mrs. Sue Middleton, Chief Director at DAFF, indicating that she
certified the invoice as correct for payment in terms of section 45 of the PFMA. However Mrs.
Middleton do no longer work in the section dealing with this contract. Newly appointed staff would
like verify the outstanding invoices with detailed supporting documentation. A prioritised table of
items disclosed on the invoice was received from the Mr Desmond Marinus, Programme Manager:
Working for Fisheries Programme on 11 August 2017. The prioritised table of items indicates which
items on the invoices provided to the DAFF, DAFF would like to verify first. Namakwa District
Municipality welcomes this process and has already provided the detailed supporting
documentation to DAFF. DAFF is not disputing any of the costs incurred. Due to the current
emphasis place on fraud and corruption, DAFF is only verifying the invoices with detailed
supporting documentation. All other invoices provided in the past to DAFF has been fully paid.
Based on the above assessment, there is no objective evidence of impairment.

Supporting documentation provided:

1) The debt impairment assessment as per GRAP 104 which was already requested in request of
information 10 of 2017.

2) Extract of meeting of National Council of Provinces on 27 October 2016.

3) Invoice approved by Chief Director for payment in terms of section 45 of PFMA.

4) E-mail from Mr Desmond Marinus, Programme Manager: Working for Fisheries Programme on
11 August 2017, containing table of priorities to verify amounts on invoices with detailed supporting
documentation to target “quick wins”.

Name: Christiaan Fortuin
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Position: Municipal Manager
Date: 20 September 2017

Auditor’s conclusion
The concept of objective evidence is broad and the list of indicators noted in paragraph 58 in
GRAP 104 is not exhaustive.

The auditor confirms that objective evidence does exist, based on the following rationale:

- The project has been halted in 2016, based on non-performance by DAFF. No payments have
been received from DAFF since 2014. As we are auditing the 2017 year of assessment, it is
evident that a lack of performance by DAFF is objective evidence that questions the collectability of
the funds. The time lapse of the debt outstanding is a critical factor.

- We are unable to confirm the balance directly from DAFF in a form of a confirmation.

- In the minutes of National Council of Provinces, Unrevised Hansard, dated 27/1 0/2016, the
verification process is acknowledged. However, the amount of the debt is not acknowledged. DAFF
requires verification of the entire balance and this in itself questions the balance of the debt as
there is a risk that DAFF will not acknowledge the full amount as disclosed in the annual financial
statements.

- In management'’s assessment for the provision for bad debt, management has not considered a
monetary value. l.e. how much is recoverable. There is a known dispute between DAFF and the
municipality and this is objective evidence.

- The business plan detailing the monetary spend was not approved by the Department.

- We have no comfort beyond reasonable doubt that the debt will be settled by DAFF.
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9. REC: Debtors sub-ledger does not add up to final debtors age-analysis (Ex.49)

Audit finding
Requirement/Limitation:

The Municipal Finance Management Act section 62(1) (c) (i) states:

“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control.”

Nature: '
Through the testing procedures performed on accounts receivable we identified the followmg
difference between the debtor's sub-ledger and the age analysis as obtained from management:

Balance as per debtors age analysis 1,312,855.20
Balance as per the trial balance and AFS 1,806,318.04
Difference 493,462.84

Management furnished us with a reconciliation between the trial balance and financial statements,
we were however not able to confirm whether the following reconciling items is valid, and could not
determine if there is any adjustment necessary to the debtor balance in the AFS:

Debtors Number Item description of reconciling list fggﬂgit“iz Fl)gtr
9000052150117 Journal on Billing: Office Rental 24,409.81
9000052150114 Sundry payment made - F Holland 165.51
9000052150108 Journal 212 - Payment received - A Carlson (9,000.00)
9000052150108 Payments received - J Magerman (5,252.80)
9000052150108 Payment received via Payday deductions - 15/16 (110,679.79)
9000052150108 Payment received via Payday deductions - 16/17 (174,156.42)
9000052150108 Sundry payment made - F Holland 314.49
9000052150108 Offset rental deposit against debt - L Lourens (972.29)
Total reconciling items (275,171.49)

Cause:

The debtor’s sub-ledger has reconciling items which have not been correctly accounted for on the
age analysis as at year end.

Impact:
This could result in the misstatement of accounts receivable.

Internal control deficiency

Leadership:

Oversight responsibility regarding financial and performance reporting and compliance and related
internal controls was not adequately exercised.

Recommendation
Management must ensure that the final debtor’s sub-ledger agrees to the debtor’s age analysis at
year end.
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Management’s response

Management disagrees with the exception raised. The debtors age analysis can only printed on 30
June 2017. Subsequent corrections are made via journals and will not reflect on the age analysis.
Therefore, reconciliation between the age analysis and the general ledger was required. Kindly
note that sundry debtors are not included on the age analysis.

Management provided the audit team member, Thato Magakwe, with a clear breakdown of the
other receivables balance as well as a reconciliation explaining the reconciling items. Supporting
documentation for all reconciling items was also provided. Therefore, we do not agree that the
validity of the reconciling items could not be determined.

In conclusion there is no misstatement of the accounts receivable balance in the Annual Financial
Statement.

Supporting documentation provided:

1) Breakdown of other receivables as per the AFS.

2) Debtor’s age analysis reconciliation clearing explaining the difference per the aging report
and the general ledger balance for the receivables from billing debtors as well as non-billing
debtors.

3) Supporting documentation for all the reconciling items as well as supporting documentation
for the non-billing debtors as indicated in the reconciliation.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
Management response has been noted, however the finding remains due to the following reasons:

Through inspection of the information provided and the general ledger we noted that the
reconciling items are not reflected in the balances as per the GL, thus the differences between the
sub-ledger and the GL still remains.

l"
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Revenue

10. REV: Budget not signed by the Department of Agriculture, Forestry and Fisheries
(Ex.68)

Audit finding
Requirement/Legislation:
The Municipal Finance Management Act section 62(1) (i) states:

“The dccountmg officer of a mumc;pahty is responsrble for managmg the financial adm:mstratron of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control.”

Nature:

Through testing performed on agency income, it is confirmed that the business plan and budget
was not approved by the Department of Agriculture, Forestry and Fisheries before the work
started.

The municipality continued with the project before the necessary approvals were obtained.

Cause:
Management did not ensure that the business plan was signed by the Department.

Impact:
Non-compliance with the MFMA.

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
Management should ensure that all proper processes are followed and that documentation is
signed before continuing to work on a project.

Management’s response

Management disagrees with the exception raised. During the process of the consolidation of the 3
projects into 1 project, a budget of R 74 815 313.00 was approved by the Department Agriculture,
Forestry and Fisheries. This approval was given by the then Director General, Professor Edith
Vries.

Supporting documentation provided:

1) Department Submission to the Director General — Refer to page 3 for the budget amount
and page 5 for the relevant approval.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017
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Auditor’s conclusion
The business plan was not approved by the implementer (as per the contract paragraph 4.6 and
4.7). The finding will remain.
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ANNEXURE B: OTHER IMPORTANT MATTERS

Cash and cash equivalents

11. CASH: Impairment of Nuweveld investment account (Ex.33)

Audit finding

Requirement

In terms of the municipal finance management act 56 of 2003, The accounting officer of a
municipality is responsible for managing the financial administration of the municipality, and must
for this purpose take all reasonable steps to ensuire:

that full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards;

Nature

The entity holds an investment in Nuweveld Co-op to the value of R1, 146. We inspected the
confirmation received from Nuweveld and the entity itself is of the opinion that the entity is likely to
be liquidated. It is further stated that the municipality may not be able to recover its investment.
As a result of the above, the investment should have been impaired as at 30 June 2017.

Cause
The possible liquidation of Nuweveld Co-Op has questioned the recoverability of the investment

Impact
Investments are currently overstated as per the annual financial statements and impairment
expenses is understated.

Internal control deficiency
Financial and performance management

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting.

Recommendation
The accounting officer should ensure that unrecoverable amounts are written off. The investment
in Nuweveld Co-Op should be impaired.

Management’s response
Management takes note of the exception raised. Management will consider the impairment if
adjustment to the AFS is deemed necessary. It is noted that the amount is immaterial.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 24 October 2017

Auditor’s conclusion
Management agrees with the exception. The finding will thus remain and will be reported on
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12. CASH: exceptions on the bank reconciliation (Ex.32)

Audit finding

Requirement/Legislation:
In terms of section 62 of the Municipal Finance Management Act 56 of 2003:

“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure: that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards;”

Nature
The following two issues were identified during bank reconciliation testing:

1) Two receipts reflected on the Nedbank bank statement for April 2017 were never recorded.
These items should not still be reconciling items at year end
Details of the entries are as follows:

Date Transaction Amount
26/04/2017ABSA BANK 900015 FB 1,245.00
Claasen
26/04/2017/ABSA BANK 900015 AU 1,528.00
Claasen
2,773.00

2) The general ledger balance for the Nedbank account does not agree to the book balance used
in the bank reconciliation. This indicated to us that the general ledger is incomplete at year end.
Details are as follows:

\Vote nr Name Balance as per  |Book balance as |Difference
GL/AFS per recon
9000052170004PRIMARY BANK 568,574.64 570374.64 1,800.00
ACCOUNT
(NEDBANK)
Cause

1) Due to a change in bank accounts, the functions used to record transactions on cash drawer
subsequently changed The entity has experlenced a problem in recordmg the two hlghllghted
transactions. ey

2)A transaction processed in the Qg_s_hbogk was not yet processed in the general ledger

Impact:
Contraventzon of section 62 of Munlmpal Flnance Management Act 56 of 2003.

The accuracy, valuation and allocatlon of cash and cash equivalents is. mlsstated by a total amount
of R4, 573.00.

Internal control deficiency

Financial and performance management

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting.
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Recommendation

The accounting officer should ensure that all amounts appearing on the bank statement are
timeously recorded and that the amounts reflected in the general ledger reflect the latest available
information.

Management’s response -
Management partially disagrees with the exceptlons raised. Please see responses below:

1. Management disagrees with the exception raised. The 2 amounts referred to are
part of the bank reconciliation for the month ended 30 June 2017. Nothing prohibits the
municipality to have reconciling items on the bank reconciliation. These items appeared
oh the bank statement of 26 April 2017 therefore not long outstanding.

2. Management takes note of the exception raised. However, it is important to take
note that due to a financial system error by Venus, the amount was not allocated to the
bank in the ledger, but directly allocated to the debtor account (Account number
900046). After contacting the system service provider, it was subsequently allocated on
10/07/2017. Therefore this is an isolated event.

Supporting documentation provided:

1. Bank reconciliation for June 2017 which show the items as reconciling items.
2. Proof of debtor account 900046 and communication with the system service
provider in order to resolve the issue.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Auditor’s conclusion
The exception comprises of two different amounts. These were separately evaluated as follows:

1. Unrecorded amount R2773 - The finding will remain because the transaction was
not recorded as it appears on the bank statement however it is not on the GL. Thus the
GL is not complete.

2. Difference of R1800 between the general ledger and bank reconciliation -
Management agrees with this part of exception. The finding WI'|| thus remain and will be
reported on.
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13. CASH: Unrecorded interest at year end (EX.58)

Audit finding
Requirement/Legislation:

In terms of section 62 of the Municipal Finance Management Act 56 of 2003:

“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure: that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms

and standards;”

Nature

Interest earned on the investment call accounts was not recorded for the month ended 30 June
2017. Refer to the following table indicating the differences between the general ledger and Annual
Financial Statements for the call accounts:

Account Name Balance per GL Balance per bank Difference
statement (Interest income)
Civil Defence Grant - Near 47214377 475,612.28 3,468.51
Grant
DAFF: Port Nolloth Harbour 8,220.25 3,235.78 15.53
/Fishing Processing
Elektroniese liasseerstelsel 4,797.57 4,820.71 23.14
EPWP 288,570.76 292,116.47 3,545.71
Finance Management Grant 1,296.90 1,599.33 302.43
Fire Equipment Grant 47,188.58 47,416.21 227.63
Grensomheinings 54,239.21 54,500.85 261.64
Integrated Development Plan 2,000.56 2,022.62 22.06
Fund
Kapitaalontwikkelingsfonds 16,651.14 16,739.57 88.43
Municipal System Improvement 1,.258.52 1,441.02 82.50
Grant
Opleidingsfonds SETA 3,841.51 3,860.04 18.53
PIMS 2,256:11 2,265.99 10.88
Swartzkop Sportsgronde 16,565.00 | 16,644.91 79.91
Verlofreserwefonds 1903,280.43 | 907,637,64 4,357.21
Werk vir Water e 3 2435730 ' 24,357,30 -
Rural Roads asset management |~ 1,345,869.77| 1,353,579.47 7,709.70
Aanvraagdeposito | 648,962.55|  650,935.46 1,972.91
Khotso Pula Nala - 89177891 899,570.96 7,792.05
RO R e eI 29,978.77

Cause

Interest income was not accounted for at year end

Impact

Contravention of the Municipal Finance Management Act section 62.
In addition, Bank and Cash, as well as the interest from external investments, are both understated

by R29, 978.77.
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Internal control deficiency
Financial Management

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting. '

Recommendation
Management should record the interest earned at year end for all the call deposit accounts

Management’s response . phrdiy T Lo A _
Management disagrees with the exception raised. The accrued interest of June 2017 was raised

as receivable by Journal 266 for the amount of R 29978.77. This is recorded in the general ledger
under vote 9000052150125.

Supporting documentatioh Qrovided:‘

1. Jourrial 266 indicating that accrued interest for June 2017 was raised. -
2. General ledger extract of vote 9000052150125 showing the recording of the
transaction in the general ledger. SECPIER  E ANN

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 24 October 2017

Auditor’s conclusion
The audit team takes note of managements’ response.

After careful evaluation of the support and journal presented to us, we acknowledge that the
interest income was correctly recognized. We however, disagree with managements’ decision to
recognize a receivable in respect of accrued interest at year end. According to the investment
account bank statements that we evaluated, the interest income has been received at year end
and the bank balance as per the general ledger should reflect this balance.

As a result of the above, Cash and cash equivalents is understated by R 29,978.77 while Other
Receivables is overstated by the same amount.
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Employee costs

14. EMP: Incomplete employee files (Ex.28)

Audit finding

Requirement/Legislation:
The Municipal Systems Act section 67(1) (a) states:

"A municipality, in accordance with applicable law and subject to any applicable collective
agreement, must develop and adopt appropriate systems and procedures, consistent with any
uniform standards prescribed in terms of section 72 (1) (¢), to ensure fair, efficient, effective and
transparent personnel administration, including the recruitment, selection and appointment of
persons as staff members."

Nature:
The employee file of the newly appointed employee on the table below did not contain the
employee’s background check results and the code of conduct:

Employee | Employee | Appointment New Post Code of
name number date appointed Dismissed | Conduct
(Background | included
check) in the file
performed

JULIUS E 1417 08/05/2017 | LED No No
PRAKTISYN

Cause:
The necessary controls were not implemented.

Impact:
This result in the potential employment of individuals not fit to meet the demands and requirements
of their required job descriptions, and not abiding to the code of conduct as it was not provided.

Internal control deficiency

Leadership

Management did not develop and monitor the implementation of action plans to address internal
control deficiencies.

Recommendation
The accounting officer should ensure that background checks are performed for all appointments,
that the employee gets a job description and ensure that the employee signs the code of conduct.

Management’s response -

Management disagrees with the exception raised. Please see responses below:
1. DG Cloete - The job description was filed in a separate file and not in the employee
file. Please see attached supporting documentation. =
2. D Jacobs - The job description was filed in a separate file and not in the employee
file. Please see attached supporting documentation.
3. E Julius — The job description was filed in a separate file and not in the employee
file. The employee was headhunted ard appointed specifically for the arrangements of
the Small Harbour and Mining Indaba for 2 months ending 30 June 2017. Mr E Julius
used to work at Department of Economic Affairs and was stationed at our office.
Telephonic check was done with previous employer.
4. C Boois - The job description was filed in a separate file and not in the employee
file. Please see attached supporting documentation.
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Supporting documentation provided:

The job description of DG Cloete,;

The job description of D Jacobs;

The job description, fixed term contract and code of conduct of Mr E Julius;
The job description of C Boois;

i

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Audltor s conclusnon
All Job description issues are cleared as we were furbished W|th the necessary support and |t is
deemed to be appropriate.

3. Background Check & Code of Conduct Fmdlngs
E Julius:
Background check: Telephonic check does not have a valid audit trail, therefore the finding
will remain
Code of conduct: The finding will remain as the code of conduct was not included in the file
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15. EMP: Termination notice period (Ex.31)

Audit finding

Requirement/Legislation:
The Basic Conditions of Employment Act section 37(1) states:

"(1) Subject to section 38, a contract of employment terminable at the instance of a party to the
contract may be terminated only on notice of not less than—

(a) one week, if the employee has been employed for six months or less;

(b) two weeks, if the employee has been employed for more than six months but not more

than one year;

(c) four weeks, if the employee—

(i) Has been employed for one year or more; or

(ii) Is a farm worker or domestic worker who has been employed for more than six months."

Nature:

Upon resignation from their municipal duties, the following employees did not serve their notice
periods and are thus in contravention of their employments contracts that requires employees that
were under service for more than a year to work a four week notice:

Employee Employee number Date of Date of
Termination resignation
letter
GREEFFGAF 1176 04/07/2016 04/07/2016
ALLEY PP 1402 31/10/2016 03/10/2016
Cause:

The municipality did not enforce the notice period.

Impact:
This may result in non-compliance with the Basic Conditions of Employment Act.

Internal control deficiency
Financial and performance management _
Management did not review and monitor compliance with applicable laws and regulations.

Recommendation
The accounting officer should ensure that the notice period as required by the Basic Conditions of
Employment Act is adhered to.

Management's response ' Gl
Management disagrees with the exception raised. Please see response below:

1) GAF Greeff and P Alley— These employees resigned due to other employee opportunity
- which required them to start immediately. Mutual agreement was reached between the
employees and the accounting officer to be released without the four week notice period.
They were only paid for actual days workegd up until the date of resignation.

2) A Rooi - This employee was elected as a Councillor at the Khai-Ma Municipality and was
therefore resigned with immediate effect as per the Cooperative Governance Circular 29 of
2016. Please refer to point 3. 1(ii) of the Circular.

Supporting documentation provided:

1) Cooperative Governance Circular 29 of 2016.

L "
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Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
The finding for A Rooi is cleared as the employee resigned with immediate effect as per the
Cooperative Governance Circular 29 of 2016 (3.1)(ii)

However the findings for GAF Greef and P Alley will remain, as no deviation from the stipulated
agreement was signed stating that a mutual agreement was reached between the employees and

the accounting officer.
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Predetermined objectives
16. AOPO: Underachieved target with no remedial action taken (Ex.24)

Audit finding
Requirement/Legislation:

Section 46 of the Municipal Systems Act 32 of 2000 states the following:
(1) a municipality must prepare for each financial year a performance report reflecting:

(a) The performance of the municipality and of each external service provider during that financial
year

(b) A comparison of the performances referred to in paragraph (a) with targets set for and
performances in the previous financial year; and

(c) Measures taken to improve performance.

(2) An annual performance report must form part of the municipality’s annual report in terms of
Chapter 12 of the Municipal Finance Management Act"

Nature:

Through inspection of the annual performance report we noted the following under performance
indicators:

- FTE's that were planned to be achieved by refurbishing the municipal accommodation and
tourism walkways were under achieved. 27 FTE's were planned but only 22 were achieved. This
was clearly noted in the annual performance report, however no remedial action was noted to
improve on the performance of the target.

- Person days that were created for the working for water project. The target was for 38,000 days
however only 30,440 days were created. The remedial action noted in the annual performance
report is that the outstanding projects should be cancelled. This is not deemed to be a suitable and
reasonable remedial action.

- Number of hectares of alien vegetation to be cleared. The target was for 14,000 hectares
however only 10,159 hectares were cleared. The remedial action noted in the annual performance
report is that the outstanding projects should be cancelled. This is not deemed to be a suitable and
reasonable remedial action.

- Arrange the Mathematics award ceremony and arrange the top 5 schools and top 10 learner’s

awards. The events were not held and the remedial action is noted as the program was postponed,

The remedial action noted does not address why the events did not happen or the measures taken
to improve on achieving the target, a2 it L R e ;

Cause; _
Management did not assess the remedial action required in order to improve on the performance
of the indicator. : ,' : LIS 3

Impact:

This is non-compliance with the Municipal Systems Act 32 of 2000
Internal control deficiency

Leadership

Management did not develop and monitor the implementation of action plans to address internal
control deficiencies.
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Recommendation

Management should ensure that where an under performance or under achievement is noted,
remedial action is taken to address the underperformance. The remedial action should also
underline measures to be taken to improve performance.

Management’s response . &g
Management takes note of the exception raised. The necessary adjustments and remedial actions
to the Annual Performance Report were done. The adjusted APR is attached.

Name: Christiaan Fortuin

Position: Municipal Manager ¢

Date: 27 October 2017 j

Auditor’s conclusion S

Management’s responses are noted and the finding has been cleared.
The finding will be transferred to other important matters.
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17. AOPO: Reporting in the APR is inconsistent with the evidence submitted (Ex.25)
Audit Finding
Requirement/Legislation:

Section 46 of the Municipal Systems Act 32 of 2000 states the following:

"(1) a municipality must prepare for each financial year a performance report reflecting:
a) the performance of the municipality and of each external service provider during that financial
year."

Nature:

Through testing performed on the reported achievements of targets, the following inconsistencies
were noted:

- Meetings were to be coordinated for the disability forum, however the forum was not established
thus resulting in no meetings for the forum. The evidence reported is that 2 meetings were held.
Sufficient evidence could not be obtained to verify and substantiate that the meetings were in fact
held and that they relate to the forum.

- Meetings were to be coordinated for the moral regeneration forum, however the forum was not
established thus resulting in no meetings for the forum. The evidence reported is that 2 meetings
were held. Sufficient evidence could not be obtained to verify and substantiate that the meetings
were in fact held and that they relate to the forum.

- The indicators for the Estuary plans and the Municipal Health service plans stipulate that the
plans should be submitted to council. However no evidence could be obtained to substantiate and
support the submission to council thus these indicators were not achieved however they have been
reported as achieved.

Cause:
Failure to ensure that evidence submitted is corroborated with what the indicator requires or
stipulates.

Impact:
Reporting done in the annual performance report is inaccurate and inconsistent.
Non-compliance with the Municipal Systems Act.

Internal control deficiency
Financial and performance management:

Manage'ment failed to implement prope_r récord keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting. : MR = Rl e B '

Recommendation:
Management should ensure that the reported evidence is supported and substantiated so that
reporting can be done accurately.

Management response:
Management takes note of the exception raised. The necessary adjustments and remedial actions
to the Annual Performance Report were done. The adjusted APR is attached.

Name: Christiaan Fortuin
Position: Municipal Manager
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Date: 27 October 2017

Auditor’s conclusion:
Management's responses are noted and the adjusted annual report was inspected.

The finding will be transferred to other important matters.
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18. AOPO: Completeness of indicators cannot be confirmed( EX.44)

Audit finding
Requirement/Legislation:

As per the Municipal Systems Act32 of 2000 and Regulation 796 of 24 August 2001: Local
Government: Municipal planning and Performance management regulations, 2001:

"9. Setting of key performance indicators.-

(1) (a) A municipality must set key performance indicators, including input indicators, output
indicators and outcome indicators, in respect of each of the development priorities and objectives
referred to in section 26 (c) of the Act.

(b) A key performance indicator must be measurable, relevant, objective and precise."

Nature:
Through testing performed on the performance information the following was noted:

- The ARV party: The indicator only specifies that an ARV party should be held, however through
testing the indicator we noted that there was no plan detailing the budget and expenditure attached
to the indicator thus making it difficult to confirm the completeness of the information presented for
testing. Therefore, the indicator cannot be deemed to be specific and measurable.

- Drama Roadshow: No budget nor plan could be obtained outlining the plan and the total
expenditure to be spent. No breakdown of expenditure could be obtained thus the completeness of
the information and the indicator could not be confirmed. Therefore, the indicator cannot be
deemed to be specific and measurable.

- Support Community based organisation: No listing could be obtained of the community based
organisations that were supported and no formal letter was furbished where the support to be
given is approved and authorised. We cannot confirm the completeness of the reported
information.

Cause:
The indicators are not specific and there is no outline of the expenditure or cost per indicator.

Impact:
This results in inconsistencies in the reported information.
The indicator and reported performance is not deemed to be complete.

Internal control deficiency

Financial and performance management

Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
renorting SEbLe R R i L

Recommendation

Management should ensure that for indicators, a breakdown of expenditure and cost is available. A
plan or budget must be available in order to measure performance against this to ensure that the
information reported on is accurate, complete and in line with what has been planned.

This will assist in identifying deficiencies and weaknesses and also curb inaccurate and incomplete
record keeping.:
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Management’s response
Management takes note of the exception raised. Management will implement the recommendation
made by the auditors. See attached documentation regarding the ARV function.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion .
Management's response is noted and the exception will remain as no information was provided to
confirm the completeness of the indicators.

Thus the finding is still valid.
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19. AOPO: Insufficient information to confirm indicator ( EX.45)

Audit finding
Requirement/Legislation:

Section 46 of the Municipal Systems Act 32 of 2000 States:

“(1) @ municipality must prepare for each financial year a performance report reflecting:
a) the performance of the municipality and of each external service provider during that
financial year."

Nature:

Through testing of the District Aids council it can be noted that we have not been furbished with
information to confirm the indicator. We have received the District Aids council report and received
minutes of the meeting held on the 26 Sept 2016 and 30 March 2017 only. We have not received
any signed attendance registers for all 4 meetings as per the reported indicator.

Cause:
Insufficient information provided by management in order to complete the testing.

Impact:
The indicator cannot be confirmed. This results in non-compliance with the Municipal Systems Act
32 of 2000.

Internal control deficiency

Financial and performance management

Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.

Recommendation

Management should ensure that information is available to confirm the indicators reported.
Furthermore the information uploaded in Ignite should be relevant to the indicator and should be
able to prove that the indicator has been performed.

Management’s response
Management takes note of the exception raised and will implement the recommendation given by
the auditors. Further information was provided to the auditor for the indicator.

The SDBIP target for 2016/2017 is 4 District Aids Council meetings. Due to logistical reasons (e.g.
distances) and cost containment, as well as to get sufficient representation at different meetings,
certain meetings are scheduled to follow one after another, ' e |
The District Aids Council meetings were therefore schedule after the District Political IGR Forums.
The Mayors and Municipal Managers of the different municipalities are members of both the
Palitical Forum and District Aids Coupells. i o e 3 3

When the IGR Forums are completed other members (Civil Society) join the meeting for the Aids
Council. The attendance registers for the Political IGR and the Civil Society (that joined the
meeting) are therefore the Aids Council attendance register.

If the latter is not possible the District Aids Councijl meetings are combined with other District
forums meetings or initiatives and therefore will the attendance register of the meeting held during
December 2017 read as World Aids Day (Mandela Memorial) instead of District Aids Council.
Documentation in this regard is attached. % d

The APR indicated that 4 meetings were held but the March meeting was postponed to a next date
and at that date a quorum was not available. The target of 4 meetings was therefore not reached
as only 3 meetings were effectively held and 1 meeting was eventually postponed.
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The necessary adjustments to the Annual Performance Report will be done to change the
meetings from 4 District Aids Council meetings to 3 District Aids Council meetings held.
Attached as Annexure A-D is documentation for September 2016.

Attached as Annexure E-H is documentation for December 2016.

Attached as Annexure | is documentation for March 2017.

Attached as Annexure J-M is documentation for June 2017,

Amended Annual Performance Report, 2016 — 2017.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October-2017

Auditor’s conclusion w :
Manhagement's responses are noted and the finding has been cleared.
The finding will be transferred to other matters.
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20. AOPO: Working for water (person days and alien vegetation) reporting inconsistencies
noted (EX.55)

Audit finding
Requirement/Legislation:

Section 46 of the Municipal Systems Act 32 of 2000 States:

‘(1) a municipality must prepare for each financial year a performance report reflecting:
a) the performance of the municipality and of each external service provider during that financial
year."

Nature:

Through testing performed on the person days created in terms of the working for water and the
alien vegetation projects, the following differences were noted in the information submitted for
testing:

Hectares cleared of alien vegetation
Planned
Planned hectares as
er APR 14,000
Planned hectares as
per support 14,391
Difference -391
Actuals
Hectares recorded
as per APR 10,159
Hectares per excel
sheet 9,984
Difference 176
Working for Water
Planned
Planned days as per
APR 38,000
Planned days as per
support 38,640
Differenee " L [ERE T T e
e Adualg e T
Work days recorded [ R
asperAPR 30,440
Work days per
support 32,719
Difference -2,279

o |

(¢
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Actuals

Work days recorded

as per APR 30,440
Work days per excel

sheet 32,719

Difference -2,279

Cause:
The evidence submitted for the indicators do not agree to the reported figures as per the annual
performance report. :

Impact: A e e T S ‘ okl
The reported figures as per the annual performance report are not accurate and complete.
Non-compliance with the Municipal Systems Act 32 of 2000

Internal control deficiency T

Financial and performance management: i i
Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.

Recommendation
Management should ensure that accurate records are kept for reported performance objectives.
Management should ensure that they have documents that corroborate the evidence reported on.

Management’s response

Management takes note of the exception raised. The necessary adjustments to the Annual
Performance Report were done. Please note the adjustments were done only on the actuals as the
planned targets cannot be changed. The adjusted APR is attached.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
Management’s responses are noted and the finding has been cleared.
The finding will be transferred to other matters.
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21. AOPO: Inconsistencies in reporting on the APR and Actuals ( EX .56)

Audit finding
Requirement:

The Municipal Systems Act States:

"46. Annual performance reports.
(1) A municipality must prepare for each financial year a performance report reflecting:

a) the performance of the municipality and of each external service provider during that financial
year.”

Nature:

Through testing of the monthly samples taken for bacterial and chemical levels of water and the
environmental education initiatives the following differences were noted in the report (MHS
Operational plan 2016/2017) and what was reported in the annual performance report:

Monthly bacterial and chemical water level samples:

Actual targets reported as per APR 1,178
Actual target as per Municipal Health service plans 1,203
Difference -25

Environmental education initiative:

Actual targets reported as per APR 95
Actual target as per Municipal Health service plan 127
Difference -32

Differences were also noted on what was reported on the budget allocation relating to the
refurbishment of municipal accommodation and tourism walkways:

Actual expenses percentage as per APR 90% 733,991
Actual expenses percentage as per final report 100% 820,137
Difference - 11% 86,145

Difference noted in what was reported in terms of the community organisations:
Actual organ‘isations SUppgrt_ed as per APR; 6

Actual organisations supported as per support obtained: 13

Through testing of the Northern Cape Fishing Harbours it was noted that as per reporting on the
APR expenditure worth R 4 936 066. Through testing of the expenditure we noted that R 4 178 588
related to the payment of the creditor and it is not .an actual expense. Thus the indicator must be
adjusted to reflect actual expenditure.
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Cause:
The evidence submitted for the indicators cannot does not agree to the reported figures as per the
annual performance report.

Impact:
The reported figures as per the annual performarice report are not accurate and complete.

Internal control deficiency = . .

Financial and performance management . =~ ;

Management did not implement proper record keeping in a timely manner to ensure that complete,
televant and accurate information is accessible and available to support financial and performance
reporting :

Recommendation
Management should ensure that accurate records are kept for reported performance objectives.
Management should ensure that they have documents that corroborate the evidence reported on.

Management’s response

Management takes note of the exception raised. The necessary adjustments to the Annual
Performance Report were done. Please note the adjustments were done only on the actuals as the
planned targets cannot be changed. The adjusted APR is attached.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
Management's responses are noted and the changes on the annual performance report were
confirmed.

The finding will be transferred to other important matters.
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22. AOPO: Inconsistency in HIV/AIDS indicator (Ex.57)

Audit finding
Requirement:

The Municipal Systems Act No 32 of 2000, paragraph 46 states:

"(1) A municipality must prepare for each financial year a performance report reflecting:
a) the performance of the municipality and of each external service provider during that
financial year."”

Nature:
Through testing of the indicator noted as the HIV/Aids grant, the following exceptions were noted:

° The description of the indicator is not accurate as it indicates that this is a
conditional grant however through inspection of the supporting documentation it was
noted that this relates to money that was donated to the District Aids council and it
was to be fully utilized by 31 March 2017.

° The money donated was not fully utilized, however there is no reporting to
the Department of Health with regards to this and a direction as to what should be
done with the money left over.

o The reporting of the indicator shows that 99% of the money was utilized but
through recalculation and the information submitted it was confirmed that only 81%
of the money was utilized.

Cause:
The evidence submitted for the indicators does not agree to the reported figures as per the annual
performance report.

Impact:
The reported figures as per the annual performance report are not accurate and complete.
This may result in non-compliance with the Municipal Systems Act.

Internal control deficiency
Financial and performance management:
Management did not implement proper record keeping in a timely manner to ensure that complete,

relevant and accurate information is accessible and available to support financial and performance
reporting ; % R i _ STl

Recommendation
Management should ensure that accurate records are kept for reported performance objectives.
Management should ensure that they have documents that corroborate the evidence reported on.

Management’s response

Management takes note of the exception raised. The necessary adjustments to the Annual
Performance Report were done. This is no requirement to request for a rollover and remaining
funds will still be utilised for the HIV/AIDS in future. Adjusted APR is attached.

The calculation on the expenditure will be adjusted to 86,3%. See below details on calculation.

R 202 000+R99 970.08=R 301 970.08/R350 000 =86,3%
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Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

- Auditor’s conclusion i
Management’s responses are noted and the changes on the APR was confirmed.

The finding will be transferred to other matters.
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GeneralIT controls
23. INTCNTRL: IT Policies requirements and approval (Ex.4)

Audit finding

Legislation/Requirement
Section 67 of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) states that:

"A municipality, in accordance with applicable law and subject to any applicable collective
agreement, must develop and adopt appropriate systems and procedures, consistent with any
uniform standards prescribed in terms of section 72 (1)(c), to ensure fair, efficient, effective and
transparent personnel administration. "

Section 62(1)(c)(i) of the MFMA states that:

“the accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control.”

Nature

IT governance framework should include the following as a minimum which they don’t have:

o Accountability structures for IT

o IT governance processes

o IT reporting structures

° IT policies and procedures

o IT compliance

o IT Controls and risk mitigation

° Information security management practices

o Business and disaster recovery

o Information technology strategy as part of the strategic business planning
process

° Project management principles

° IT benefits realisation proé_esse_s

° IT vélug:f and ;ﬁerfﬁmrmance measurement processes
o IT ai—:’é}ﬁisitipn énp} di‘sgc}sal prqcés_s_e_s ' |

IT security policy should include as a rﬁini_mum thg following which they don't have:

e« Roles and responsibilities

° Security awareness and trajning

o Enforcement procedures

° Evidence of, or requirement for reviewing the policies, should there be
changes in the environment / or based on the change in the level of risk of the
entity.

o Security of the application by the use of antivirus software.
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° A process to ensure that updates of all systems are up to date (i.e. patch
management process)

° Password and authentication configuration settings

o Management of privileged users

IT backup strategy should include as a minimum the following which they don’t have:

° Backup window (time available each day to complete backups)
o Back restoration process

. On and off-site réquirement's

o Archival requirements

o Special media considerations

Furthermore through assessment of the following SLA's:

- BCX and |
-lgnite

The following were noted:

The SLA should include as a minimum the following which they don't have:

° Calculation of charges and penalties

° Quantifiable minimum service level and level of support from information
services function

° Availability of the person/s responsible for delivering the service (turnaround
time); reliability of service, capacity for growth.

o Change procedure for any portion of agreement

o Continuity planning in place for the person/s responsible for delivering the
service not being available

° Security requirements for the person/s responsible for delivering the service
e Effective period and new period review/renewal/non-renewal

° Ensure that a process is in place for the monitoring of the service delivery to

ensure adherence to the defined service levels by obtaining the minutes of meeting
held between the vendor and management.

Cause
The IT Policies were not reviewed and assessed accurately.

Impact

This could result in the potential loss of data or security breaches.
Internal control deficiency

Leadership

Management did not establish an IT governance framework that supports and enables the
business, delivers value and improves performance.
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Recommendation
Management should ensure that the IT policies have the following minimum requirements so that
the policies are complete and accurate.

Management’s response

Management partially disagrees with the exception raised. In terms of the IT Governance
Framework, all of the items listed in the exception are included in the Standard Operating
Procedures of IT which was provided to the audit team under RF I

In terms of the shortcoming with regard to the service level agreement, management agrees with
the exception and will discuss with the relevant service providers as to the changes necessary.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 20 September 2017

Auditor’s conclusion

IT Governance Framework:

The finding will remain and it will be reported on. The IT Governance Framework itself, does not
include the listed items. The Standard Operating Procedures is separable from the IT Governance
Framework.

IT Policies:

The finding will remain, and it will be reported on. The IT Security policy does not address the
above-mentioned issues. Management has not specifically responded to this in the management
response.

Back-up strategy:
The finding will remain, and it will be reported on. Management has not specifically responded to
this in the management response.

SLA’s:
Management agrees with the finding, and thus it will be reported on.

Review of IT policy:
The finding will remain and be reported on, Management has not responded to this in the
management response.
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Internal Control
24. INTCNTRL -Outdated declaration of interest (Ex.8)

Audit finding

Legislation/Requirement
The MFMA Act 56 of 2003, paragraph 62 (1) (b) and ) states the following:

“General financial management functions.—(1) The accounting officer of a municipality is
responsible for managing the financial administration of the municipality, and must for this purpose
take all reasonable steps to ensure— -

(b) that full and proper records of the fmanma! affairs of the mumczpahty are kept in accordance
with any prescribed norms and standards :

(c) that the municipality has and mainitains effective, efficient and transparent systems— of
financial and risk management and internal control,”

Nature:

The accounting officer should take reasonable steps to ensure that the municipality has updated
documents that apply to the financial year under audit.

- The municipality does not have the 2016/17 financial year end declaration of interest of three of
the following audit committee members, namely:

- Mr Maarman (Member Audit Committee) - Provided a declaration signed on 15/05/2015

- Mr G Seas (Chairperson Audit Committee) - Provided a declaration signed on 07/04/2016

- Mr T Milford (Member Audit Committee) - Provided declaration signed on 15/03/2016

Cause
The declaration of interest for the 2017 financial year was not provided by the audit committee
members.

Impact
This results in non-compliance with MFMA provisions as set out above.

Internal control deficiency

Financial and performance management

Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.

Recommendation
The accounting officer should ensure that the declarations of interest are signed at the start of
each financial year for all committee members.

Management’s response
Management takes note of the exception raised. Management will obtain more recent declarations
of interest from the Audit Committee members.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 20 September 2017

Auditor’s conclusion
Management acknowledges the finding. The finding will remain and will be reported on.
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25. INTCNTRL - Clock system not operating (Ex.9)

Audit finding

Legislation/Requirement
The MFMA act paragraph 62 (1) (C) (i) states that:

"General financial management functions.—(1) The accounting officer of a municipality is
responsible for managing the financial administration of the municipality, and must for this purpose
take

(C) that the municipality has and maintains effective, efficient and transparent systems—

() of financial and risk management and internal controf"

Nature

The municipality does not have controls in place to monitor whether the employees are at work or
not, there are no controls that are implemented to ensure that employees are paid for the work
actually performed.

Cause
The municipality experienced clock system installation problems.

Impact
This results in non-compliance with MFMA

Internal control deficiency

Financial and performance management

Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting.

Recommendation
The accounting officer should implement time sheets or a clocking system to monitor whether the
employees were at work or not.

Management’s response

Management takes note of the exception raised. The municipality replaced the clocking system
with a more updated system in January 2017. Therefore, time sheets were recorded on the HR
officer's computer prior to the updated system. Time clocked on the new system was recorded on
the clocking system itself but not transferred to the HR officer’s computer. Therefore, management
deems the exception raised as more of an administrative issue rather than non-compliance.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 6 October 2017

Auditor’s conclusion
Management agrees with the finding. The finding will remain.
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26. INTCNTRL: No overtime exception report (Ex.30)

Audit finding
Requirement/Legislation: :
The Municipal Finance Management Act 56 of 2003; section 62(1) (c) (i) states:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control.” ' ' '

Nature: 4 - _

The municipality does not have an overtime exception reporting place to monitor that monthly
compensation for overtime does not exceed 60 hours of overtime worked per month (Fifteen hours
per week) to ensure that the municipality is still complying with the Basic Condition of Employment
Act and the collective agreement.

Cause:
Overtime exception reports were not maintained and investigated.

Impact:

Employees may exceed the monthly hours of overtime that can be worked and overtime may be
misappropriated.

If this is the case, it may lead to non-compliance with the Municipal Finance Management Act

Internal control deficiency

Leadership

Oversight responsibility regarding financial and performance reporting and compliance and related
internal controls was not adequately exercised.

Recommendation
An overtime exception report should be extracted from the system and all exceptions should be
followed up regularly by the accounting officer.

Management’s response
Management response:

Management disagrees with the exception raised. Overtime is only claimed and paid per
application using the Municipality’s overtime form. Once the form is completed and supporting
documentation is checked, it is approved by the Department Head and Human Resources verifies
that the 15 hours per week is not exceeded.

Supporting documentation provided:

1) Overtime form completed and approved for Sharon Cloete.

Name: Christiaan Fortuin
Position: Municipal Manager |
Date: 27 October 2017

Auditor’s conclusion
The finding will remain.

The overtime form is approved based on the overtime applied for, however there is no weekly and
monthly reconciliation (Overtime exception report) performed by human resource to ensure that the
total overtime approved by the head of department for each individual does not exceed 15 hours
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per week and 60 hours per month. The control over the approval of overtime is in place, however
the deficiency is with regards to the total overtime worked.
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27. INTCNTRL: Balance sheet line items (Receivables) for 2016/17 financial period was not
budget for in 2016/17 budget provided (Ex.48)

Audit Finding
Requirement/Legislation:

GRAP 1 - Presentation of Financial Statements, paragraph 11(e) states the following:

"A complete set of financial statements comprises a comparison of budget and actual amounts
either as a separate additional financial statemént or as a budget column in the financial
statements, when the entity makes its approved budget publicly available;"

Section 62(1) (b) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003)
(MFMA) states that:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that full and proper
records of the financial affairs of the municipality are kept in accordance any prescribed norms and
standards.”

Section 63 of the Municipal Finance Management Act, 2003 (Act of 56 2003) (MFMA) states that:

"That the accounting officer must for the purpose of subsection (1) take all the reasonable steps fo
ensure that:

(a) The municipality has and maintains a management accounting information system that
accounts for all assets and liabilities of the municipality.

(d) The municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register."

Nature:
When a comparison was performed between the actual figures and budgeted figures for

receivables at year end, it was confirmed that the municipality did not account for receivables in the
latest adjusted budget obtained.

Budget amount as per financial statements 0
Actual amount as per financial statements 21,836,212
Difference 21,836,212
Cause:

This occurred due to an oversight on management's behalf during the budgeting process.

Impact:
This may result in non-compliance with GRAP and the MFMA.

Internal control deficiency:
Financial and performance management:

Management did not implement controls over budgeted figures for the year
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Recommendation:

The accounting officer should ensure that controls are in place to ensure that all items in the
budget are budgeted for and approved by councilors.

Management response:

Management disagrees with the exception raised.

Receivables were included in the budget for 2016/17. Provision for impairment was however also

made for these receivables. Therefore the zero amount in the Budgeted Statement of Financial
Position.

Section 28 of the MFMA only allows one adjustment budget that can be made before 28 February
of each year.

All other debtors were due receivable at the time of the Adjusted Budget.

Below an extract from the budget trial balance for 2016/17 of the Approved B1 adjustment budget
schedules:

Current Year 2016/17
Original : o Budget Year +1 Budget Year +2
I BRREE oo A nsanar SiReyIEe Rl de 201718 2018/19

__Account [~  Description L7INT Line Iter-¥| LT hal Il hd sl
9000052143101 |BALANCE AT BEGINNING OF YE/Other debtors (4 996 379) - (4 996 379) (4 996 379) (4 996 379)
9000052150104 |SUBSIDY: DISTRICT NURSING | Other debtors 4 151 081 4 4151 081 4 151 081 4151 081
9000052150108 |BILLING: DWELLING RENTAL | Other debtars 140 000 = 140 000 140 000 140 000
9000052150114 |BILLING: SUNDRY DEBTORS  |Other debtors 250 000 = 250 000 250 000 250 000
9000052150117 |BILLING: OFFICE RENTAL |Other debtors 125 959 = 125 959 125 959 125 959
9000052150123 |RECEIVER OF REVENUE | Other debtors 329 339 - 329 339 329 339 329 339
i 0.00 - 0.00 0.00 0.00

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion:

The exception will remain — The municipality have a debtor from department of Agriculture,
Forestry and fisheries of R19 226 349 which was not budgeted for at year end

92



Management report of Namakwa District Municipality

Compliance

28. COMPL: The municipality does not have four quarterly internal audit reports on
performance information (Ex.3)

Audit finding

Legislation/Requirement

Municipal Planning and Performance Management Regulattons (14) (1) (C) states that:

"A municipality’s internal auditors must -

(i) on a continuous basis audit the performance measurements of the municipality; and _

(ii) submit quarterly reports on their audits to the municipal manager and the performance audit
committee refetred to in sub regulation (2)".

Nature
The municipality's internal audltors did not submlt the quarter four mternal audlt report on
performance information.

Cause
The internal audit had a problem with the system they use, and their head of department went on
maternity leave.

Impact
Non-compliance with Municipal Planning and Performance Management Regulations (14) (1) (C)

Internal control deficiency

Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations

Recommendation
The accounting officer should ensure that all quarterly internal audit reports on performance
information are submitted to the municipal manager and the audit committee.

Management’s response

Management disagrees with the exception raised. The municipality’s internal auditor did submit the
report on performance information for quarter 4.

Supporting documentation provided:

1. Confirmation of email sent to Council Secretariat regarding the inclusion of quarter 4
report for Council meeting.

2. Confirmation of email received from the Audit Committee Chairperson containing
the quarter 4 report.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 6 October 2017

Auditor’s conclusion
The finding will remain. No formal document was provided to the auditor.
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29. COMPL: mSCOA non-compliance (Ex.14)

Audit finding

Legislation/Requirements

As per Chapter 5 (Responsibilities of Municipal Functionaries) of the mSCOA Regulation of which
section 12 and 13 reads as follows:

Responsibilities of municipal councils and board of directors

12. The municipal council of a municipality and the board of directors of a municipal entity must
take the necessary steps to ensure that these. Regulations are implemented by the adoption of
any resolutions, policies and budgetary provisions necessary for the implementation of these
Regulations.

Responsibilities of accounting officers
13. The accounting officer of a municipality or municipal entity must take all necessary steps to
ensure that these Regulations are implemented by at least:
(a) delegating the necessary powers and duties to the appropriate officials;
(b) ensuring that the responsible officials have the necessary capacity by providing for
training and ensuring that they attend training or workshops provided by the National
Treasury;
(c) ensuring that the financial and business applications of the municipality or municipal
entity have the capacity to accommodate the implementation of these Regulations and that
the required modifications or upgrades are implemented: and
(d) submitting reports and recommendations to the municipal council or the board of
directors, as the case may be, that provide for the adoption of any resolutions, policies and
budgetary provisions necessary for the implementation of these Regulations.

Nature
Through the assessment of the municipality’s compliance to mSCOA regulations, the following
were noted:

The entity does not have an organisational change management and communication plan that
addresses the following:

- Assessing the municipality's readiness to accept change

- Educating end users on the reason and timing behind the change

- Roles and responsibilities of organisational change management team

- Vision and strategy for change

- Communication of vision and strategy to end users

- Remove barriers / silos that inhibit end user acceptance

- Short-term and long-term goals identified and monitored

- Identify training needs
- Other communication activities (newsletter posters intranet site, etc.)
. Contlnuous feedback : . ,

The entlty also does not have a data conversion / migration plan that addresses the following:
- Identification of data to be transferred I converted ' :
- Data cleansing procedures
- Error tolerances
- Data mapping
- Data extraction
- Data transfer
- Data validation test plans
- Issue identification and resolution
- Conversion timeline
- Conversion tasks included in go-live checklist
- Required approvals
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Cause
The entity does not have an organisational change management and communication plan and a
data conversion / migration plan.

Impact
Non-compliance with the MSCOA regulations.

Internal control deficiency

Leadership

Management did not establish and cOmmumcate p0||01es and procedures to enable and support
understandlng and execution of internal control objectives, processes and responsibilities

Recommendatmn P ;
Management must develop an orgamsatlonal change management and communlcation plan and a
data conversion / migration plan. :

Management’s response

Management disagrees with the exception raised. Even though the municipality did not have a
formal organisational change management and communication plan or data conversion / migration
plan, all the staff per departments were part of the data conversion process, change management
workshop as well as the mSCOA chart breakdown and budget allocation. The relevant committees
were established and functioned during the process. Data was also checked before the service
providers (BCX and PAYDAY) loaded information into the system. Information sessions were also
held with all staff to discuss mSCOA and the effects on the business processes of the municipality.
Therefore, the implementation of mSCOA was done even though there was no formal documented
change management and conversion plans in place.

Supporting documentation provided:

1) Terms of Reference of the Project Steering Committee;
2) Terms of Reference of the Project Implementation Team,
3) Minutes of Steering Committee Meetings;

4) Minutes of Project Implementation Team Meetings;

5) Project Plan Framework;

6) ICT Due Diligence;

7) mSCOA Implementation Plan;

8) PowerPoint slides of mSCOA training on Change Management and individual training per
department;

9) Trial balance conversion to segments of mMSCOA,

10) Procedures performed by BCX;

11) Progress reports to PT;

12) Progress reports by Mubesko;

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 6 October 2017

Auditor’s conclusion

The finding will remain. The auditor takes note of the information submitted, however, the MSCOA
requirement challenged relates to a formal and documented organisational change management
and communication plan and data conversion / migration plan.

No formal documents exist.
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30. COMPL.: Deficiencies noted on asset register (Ex.26)

Audit finding

Requirement/Legislation:
The Municipal Finance Management Act section 63 states:

"(1) The accounting officer of a municipality is responsible for the management of-

(a) the assets of the municipality, including the safeguarding and the maintenance of those assets:
and

(b) the liabilities of the municipality;

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure-

(a) that the municipality has and maintains a management, accounting and information system that
accounts for the assets and liabilities of the municipality;

(b) that the municipality's assets and liabilities are valued in accordance with standards of
generally recognised accounting practice; and

(c) that the municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register, as may be prescribed."

Nature:
During the testing of the asset register we noted the following deficiencies:

Not all of the asset's source of funding was indicated on the asset register.
There is a column for the condition of the assets, however the conditions of the assets are not
indicated on the asset register.

Cause:
The asset register was not updated with all the condition of the assets, as well as the source of
funding.

Impact:
This is non-compliance with the MFMA.

Internal control deficiency

Leadership

Oversight responsibility regarding financial and performance reporting and compliance and related
internal controls was not adequately exercised.

Recommendation
The accounting officer should ensure that the register is updated with the necessary requirements.

Management’s response

Management disagrees with the exception raised. The accounting officer complied with section 63
of the MFMA which states that he must maintain management system over assets. The section
quoted above does not state the requirements of what should be contained in the asset register.
The condition of the assets was recorded on the asset count sheets as well as in the working
papers of the review of useful lives of the assets.

The municipality will however consider the recommendation made by the audit team.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017
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Auditor’s conclusion
The auditors take note of management's response. However this is a control finding and it will
improve the record keeping of assets. The exception will remain.
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31. COMPL: The total annual remuneration and the cell phone allowance exceed the upper
limits as per the Government Gazette (Ex.21)

Audit finding

Requirement/Legislation:
The Government Gazette No 40519 of 21 December 2016 states that:

"Upper limits of cell phone allowance for councillors is R1900 per month to an executive ma yor or
mayor, deputy mayor and speaker of grade 1, 2, 3 of a municipal council, including any other
councillor.”

Nature:
The upper limits of the annual total remuneration packages of part-time councillors is:

Total remuneration package: R237 620

The Government Gazette No 40763 of 3 April 2017, Amendment Notice No 1600 of 21 December
2016 states that the upper limits of the annual total remuneration packages of part-time councillors
is R237,620.

The actual cell phone allowance of the Executive Mayor (BG Vass) and CR Warne (Normal
Councillor) exceeds the cell phone allowance limit set as per the Government Gazette, this
constitutes non-compliance with the Government Gazette

The Councillor CR Warne's annual total remuneration exceeds the upper limits of the annual total
remuneration packages of part-time councillors. This constitutes non-compliance with the
Government Gazette.

Councillors Cell phone allowance Actual cell phone Difference
limit per allowance as per the
annum/apportioned salary report
BG Vass 22,800 (1,900*12) 40,324.36 16,788.24
CR Warne 22,800 (1,900*12) 22,980.86 180.86
Councillors Annual/Apportionment Actual annual total Difference
of annual total remuneration
remuneration
CR Warne 237,620.00 239,590.82 1,970.82
Cause:

The municipality did not implement the upper limit applicable as per the municipal grade.

Impact:

This results in non-compliance with the Government Gazette No
well as with the Government Gazette No 40763 of 3 April 2017.

Internal control deficiency
Financial and performance management
Management did not review and monitor compliance with applicable laws and regulations.

Recommendation

40519 of 21 December 2016, as

The accounting officer should ensure that the correct municipal grade is used to determine the
correct upper limit and ensure that the allowance and salary paid to the councillor’s falls within the
upper limit set out by the Government gazette.
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Management’s response

Management takes note of the exception raised. Management investigated that matter and the
incorrect telephone rate was used for Councillor Vass. In terms of Councillor Warne, there was a
calculation issue of days during the re-election of the councillor to the Namakwa District Municipal
Council. Management will inform the relevant councillors and recoup the monies from the
Councillors.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Auditor's conclusmn ; :
Management agrees with the flndlng the flndmg will refnain.
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32. COMPL: Incorrect B-BEE score used for bidder (Ex 39)
Audit Finding

Requirement/Limitation:

Preferential Procurement Policy Framework Act 2000, section 6 (2) states the following:
(table applicable before 31 March 2017):

B-BBEE Level Points
1 20
2 18
3 16
4 12
5 8
6 6
7 4
_8 2

The B-BBEE score should be calculated in terms of the table presented above.

Nature:

For Bid 33/2016 - Computer Training:

Richfield Graduate Institute of Technology was awarded 16 points in the calculations provided by
management and thus indicates a level 3 B-BBEE status. However upon inspection of the B-BBEE
certificate provided by Richfieldm, we confirm that the company has a level 2 rating and thus
should have been awarded 18 points.

Cause:
The incorrect rating was allocated to the company during the scoring process.

- Impact:

This is non-compliance with the Preferential Procurement Policy Framework Act

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation _ : | | |
The accounting officer should ensure that the correct B-BBEE ratings are given during the scoring
process, - - RN R SR - _ :

Management response

Management takes note of the exception raised. Management investigated the matter and
accidentally the incorrect points were used. We however have confirmed that this is an isolated
event. The recalculation of the points were done and also confirmed that the incorrect use of the B-
BBEE points did not affect the outcome after the gorrection in calculation.

Supporting documentation provided:

1. The incorrect calculation as well as the revised calculation sheet after the correction
of the B-BBEE points of Richfield Graduate Institute of Technology to indicate that the
outcome was not affected.

Name: Christiaan Fortuin
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Position: Municipal Manager
Date: 17 October 2017
Auditor’s conclusion

Management agrees with the exception.
The incorrect B-BBEE score was used and the exceptlon is still valid.
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Disclosure

33. DISCL : Disclosure difference noted in the financial statements - note 3 as per annual
financial statements (Ex.12)

Audit finding

Requirement/Legislation:

The Generally Recognised Accounting Practice 1, paragraph 17, 21, 22 and 36, states:

".17 financial statements shall present fairly the financial position, financial performance and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of
transactions, other events and condlitions in accordance with the definitions and recognition criteria
for assets, liabilities, revenue and expenses set out in the Framework for the Preparation and
Presentation of Financial Statements. The application of Standards of GRAP with additional
disclosures when necessary, is presumed to result in financial statements that achieve a fair
presentation. "

“.21 in the extremely rare circumstances when management concludes that compliance with a
requirement in a Standard of GRAP would be so misleading that it would conflict with the objective
of financial statements in the Framework for the Preparation and Presentation of Financial
Statements, the entity shall depart from that requirement in the manner set out in paragraph .22 if
the regulatory framework requires such a departure.”

".22 When an entity departs from a requirement of a Standard of GRAP in accordance with
paragraph .21, it shall disclose:

(a) That management has concluded that the financial statements present fairly the entity’s
financial position, financial performance and cash flows;

(b) That it has complied with applicable Standards of GRAP, except that it has departed from a
particular requirement to achieve a fair presentation;

(c) the title of the Standard of GRAP from which the entity has departed, the nature of the
departure, including the treatment that the Standard of GRAP would require, the reason why that
treatment would be so misleading in the circumstances that it would conflict with the objective of
financial statements in the Framework for the Preparation and Presentation of Financial
Statements, and the treatment adopted: and

(d) For each period presented, the financial impact of the departure on each item in the financial
statements that would have been reported in complying with the requirement.”

".36 Each material class of similar items shall be presented separately in the financial statements.
Items of a dissimilar nature or function shall be presented separately unless they are immaterial.”

Nature:

The following mapping difference were noted when the trial balance was compared with the
accounts receivable note in the annual financial statements:

Note 3 to the financial statements
[ Baknceas |Balance as per
per General | Financial

. | ledder |Statements | Difference
Department of Roads and - | 4,241,178 4,211,395 | 129,783
Public Works ol A ; et
Other Receivables 1,806,318 ' 1,836,102 " ¥29';.783':
Cause:

Incorrect mapping of accounts in the financial statements.

Impact:
The breakdown as per the note in the financial statements is incorrect.
The financial statements does not comply with the requirements of GRAP 1 in this regard.
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Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls was not properly performed.

Recommendation :

The accounting officer must ensure that the financial statements are presented in a manner that is
accurate and complete. The accounting officer should ensure that the financial statements are
disclosed correctly and indicates the financial position of the municipality as at year end, ensuring
that all notes in the financial statéments agree to supporting documentation and the general ledger.

Management’s response : :
Management takes note of the excep’uon raised. Management mvestigated the matter and
concluded that it was a mapping issue. This issue will be rectified in the adjustments to the AFS if
deemed necessary. It is noted that this issile causes no.over / understatement of receivables
balance as per Note 3 of the AFS.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
Management agrees with exception, therefore the exception will remain.
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34. DISCL: Investment property disclosure (Ex.62)

Audit finding

Requirement/Legislation:
The Generally Recognised Accounting Practice 1, paragraph 17 states:

".17 Financial statements shall present fairly the financial position, financial performance and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with the definitions and recognition criteria
for assets, liabilities, revenue and expenses set out in the Framework for the Preparation and
Presentation of Financial Statements. The application of Standards of GRAP with additional
disclosures when necessary, is presumed to result in financial statements that achieve a fair
presentation.”

Nature:

We noted through inspection of the financial statements that there is a disclosure error in note 7
relating to the transfer of property, plant and equipment to investment property.

The disclosure is shown as:

Transfers from / (to) Property, plant and equipment 24,300
Cost (135,000)
Accumulated depreciation 110,700
The disclosure should be:

Transfers from / (to) Property, plant and equipment 24,300
Cost 135,000
Accumulated depreciation (110,700)
Cause:

The cost was shown in a negative and the accumulated depreciation was shown in a positive. This
occurred due to an oversight by management when compiling the annual financial statements

Impact:
There is no material impact on the financial statements.
The mathematical accuracy of the note is incorrect.

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls was not properly performed.

Recommendation
The accounting officer should ensure that the disclosure is correct in th_eg annual financial

statements - -

Management’s response

Management takes note of the exception raised. The exception has no impact on the total of the
balance or the balance of cost and/or accumulative depreciation individually. It is just in terms of
negative and positive sign of the amounts. Management will rectify the signs if deemed necessary.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion
Management agrees with the exceptions, management agrees to update the disclosure.
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35. DISCL: Related party Note 37 in the Financial Statements is incorrect (EX.84)

Audit Finding

Requirement/Limitation
“The Municipal Finance Management Act 56 of 2003 section 124 states the following:

(1) The notes to the annual

financial statements of a municipality must includé particulars of—

(a) the salaries, allowances and benefits of political office-bearers and councillors of the
municipality, whether financial o in kind, Iincluding a statement by the accounting officer
whether or not those salaries, allowances and benefits are within the upper limits of the
framework envisaged in section 219 of the Constitution;

t(b) any arrears owed by individual councillors to the mumcrpaﬂty, ora mumc:paf ent:ty under
its sole or shared control, for rates or services and which at any time during the relevant
financial year were outstanding for more than 90 days, including the names of those
councillors; and

(c) he salaries, allowances and benefits of the municipal manager, the chief financial officer,
every senior manager and such categories of other officials as may be prescribed.

(2) The notes to the annual financial statements of a municipal entity must include particulars of
the salaries, allowances and benefits of—

(a) the members of the board of directors of the entity; and

(b) the chief executive officer of the entity, every senior manager and such categories of other
officials as may be prescribed.”

Nature
Related Party Note 37 states that we should refer to note 18 for the remuneration of councillors
and key management staff but its actually been disclosed in note 19 & 20

Cause
The mistake was a simple error on the part of individuals compiling the financial statements.

Impact
This will result in a contravention of the MFMA act 56 of 2003 coupled with the annual financial
statements not reading correctly.

Internal control deficiency

Financial and performance management
Implement proper record keeping in a timely manner to ensure that complete, relevant and
accurate information is accessible and available to support financial and performance reporting

Recommendation
The accounting officer should ensure that every note in the financial statement reads correctly and
the note references are correct when quoted.

Management response

Name:
Position:
Date:

Auditor’s conclusion
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Movable assets
36. PPE: Assets not barcoded (EX.53)

Audit finding

Requirement/Legislation:
The Municipal Finance Management Act (MFMA) section 63 states:

(1) The accounting officer of a municipality is responsible for the management of- (a) the assets of
the municipality, including the safeguarding and the maintenance of those assets: and (b) the
liabilities of the municipality

(2) The accounting officer must for the purposes of subsection (1 ) take all reasonable steps to
ensure- (a) that the municipality has and maintains a management, accounting and information
system that accounts for the assets and liabilities of the municipality; (b) that the municipality’s
assets and liabilities are valued in accordance with standards of generally recognised accounting
practice; and (c) that the municipality has and maintains a system of internal control of assets and
liabilities, including an asset and liabilities register, as may be prescribed.

Nature:
During the verification of assets, we noted that the following asset did not have a bar code:

[OLD000000002033 [TABLET LITE 7 BLACK SAMSUNG GALAXY (C Warme) |

Cause:
The asset were not given bar codes by management.

Impact:
This is non-compliance with The Municipal Finance Management Act (MFMA) section 63.
There is a risk of misappropriation of assets.

Internal control deficiency
Leadership:

Exercise oversight responsibility regarding financial and performance reporting and compliance as
well as related internal controls were not properly performed.

Recommendation
The accounting officer should ensure that assets have bar codes.

Management's response
Management partially disagrees with the exception raised. Please see responses below:

1. OLD000000002035 -~ Management disagrees with the exception raised. Bar code
03381 was already on the tablet during the inspection of the audit team member but
was missed by the team member. - .~ 0 '

2. OLD000000002033 — Management takes note of the exception. The asset is
correctly recorded in the asset register and management will ensure that it is barcoded
before the completion of the audit.

The assets above are clearly identifiable due to the quantity and were available for verification.

Supporting documentation provided:

1. Photo indicating the tablet that was allocated to K Groenewald with barcode number
03381.

l"
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Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Auditor’s conclusion E o5 ¢
1. OLD000000002035 — The auditors takes note of management's response.
Sufficient audit evidence was provided that one of the tablets was barcoded.
2. OLD000000002033 — The auditors takes note of management's response.
However, the tablet did not have a bar code and the exception will remain for this tablet.
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37. PPE: Asset does not have a location of room number (Ex.63)

Audit finding

Requirement/Legislation:

The Municipal Finance Management Act (MFMA),paragraph 63 states:

‘(1) the accounting officer of a municipality is responsible for the management of-

(a) The assets of the municipality, including the safequarding and the maintenance of those assets;
and

(b) The liabilities of the municipality

(2) The accounting officer must for the purposes of subsection (1 ) take all reasonable steps to
ensure-

(a) That the municipality has and maintains a management, accounting and information system
that accounts for the assets and liabilities of the municipality;

(b) That the municipality's assets and liabilities are valued in accordance with standards of
generally recognised accounting practice; and

(c) That the municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register, as may be prescribed."

Nature:
We inspected the asset register and confirmed that the following asset does not have a location
indicated on the asset register:

Asset Number Asset Description
OLD000000002009 Fire fighting vehicle
Cause:

The asset was not assigned a location or room number on the asset register. This occurred due to
an oversight by management.

Impact:
The asset's location may be unclear due to the fact that there is no location allocated to the asset.

Internal control deficiency

Leadership:
Exercise oversight responsibility regarding financial and performance reporting and compliance as
well as related internal controls were not properly performed.

Recommendation
The accounting officer should ensure that all assets are allocated location or room numbers on the
asset register.

Management’s responses S R i -
Management takes note of the exception raised. The fire fighting vehicle is located in a garage
area in Calvinia, Therefore, the indications of NONE as a room number on the asset register. The

fire fighting vehicle is assigned to Mr Leon Vermeulen and utilised across the jurisdiction of the
Namakwa District Municipality. -~ e A 3, ; '

Name: Christiaan Fortuin

Position: Municipal Manager

Date: 27 October 2017

Auditor’s conclusion
Management agrees with the auditors. The exception will remain.
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38. PPE: Asset barcodes (EX. 81)

Audit finding

Requirement/Legislation:
The Municipal Finance Management Act (MFMA) section 63 states:

(1) The accounting officer of a municipality is responsible for the management of- (a) the assets of
the municipality, including the safeguarding and the maintenance of those assets; and (b) the
liabilities of the municipality

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure- (a) that the municipality has and maintains a management accounting and information
system that accounts for the assets and liabilities of the mun:c:pahty, (b) that the municipality's
assets and liabilities are valued in accordance with standards of generally recognised accounting
practice; and (c) that the municipality has and maintains a system of intérnal control of assets and
liabilities, including an asset and liabilities regrster as may be prescnbed

Nature:
During the physical verification process of assets, we confirmed the following:

Asset No Description Actual Acc depr/ Carrying Bar | Asset | Commentary
additions Acc Imp Balance code | Class
Closing
Balance
FUN000000000361 | PEDESTAL GREY CALVINIA 1,499.00 104.10 1,394.90 | 03489 | OTH- | Barcode not indicated
WOONSTEL FF on asset register.
FUN000000000367 | CUPBOARD BEDROOM 4,191.05 349.25 3,841.80 | 03466 | OTH- [ Barcode not indicated
SPRINGBOK WOONSTEL FF on asset register.
(GARAGE)
GENO000000000610 | CAMERA CCTV - BACK GATE - 3,160.60 43.90 3,116.70 INF- | Not barcoded
NEAR PARKING NR.19 SM
GEN000000000612 | CAMERA CCTV - POLITICAL GATE 2,700.60 37.51 2,663.09 INF- | Not barcoded
ENTRANCE - EAST SIDE SM
OFE000000000630 | CLOCK FINGERPRINT - CALV. 5,741.00 318.94 5,422.06 OTH- | Not barcoded
H/OFFICE PE
OFE000000000638 | CLOCK FINGERPRINT BATTERY 2,815.00 156.39 2,658.61 OTH- | Not barcoded
BACK-UP KIT(CALV.TOURISM PE
OFE000000000641 | CLOCK FINGERPRINT BATTERY 2,815.00 156.39 2,658.61 OTH- | Not barcoded
BACK-UP KIT PE
OFE000000000643 | CLOCK FINGERPRINT BATTERY 2,815.00 156.39 2,658.61 | 03514 | OTH- | Barcode not indicated
BACK-UP KIT PE on asset register.
OFE000000000649 | CLOCK FINGERPRINT LIGHTING 2,130.00 118.33 2,011.67 OTH- | Not barcoded
ARRESTOR + SUP. SURGE PE
GEN000000000614 | TRAILER - FIELD SERVICE 40,263.16 - 40,263.16 OTH- | Not barcoded
EE
<> 109




Management report of Namakwa District Municipality

GENO000000000616 | FIRE BLADDER : INFOREST 2,429.82 - 2,429.82 OTH- | Not barcoded - has
KNAPSACK PE the asset number on
assets
GEN000000000620 | FIRE BLADDER : INFOREST 2,429.82 - 2,429.82 OTH- | Not barcoded - has
KNAPSACK PE the asset number on
assets
GENO000000000623 | FIRE BLADDER : INFOREST 2,429.82 - 2,429.82 OTH- | Not barcoded - has
KNAPSACK PE the asset number on
assets
GENO000000000627 | FIRE BLADDER : INFOREST 2,429.82 - 2,429.82 OTH- | Not barcoded - has
KNAPSACK PE the asset number on
asseis
GEN000000000630 | FIRE BLADDER : INFOREST 2,429.82 - 2,429.82 OTH- | Not barcoded - has
KNAPSACK PE the asset number on
assets
Asset No Description Historical | Accdepr/ | Carrying Bar | Location Commentary
cost Acc Imp Balance code
Closing | Closing
Balance | Balance
GEN000000000372 | Veiligheidshekke - Beheersentrum 1,200.00 480.00 720.00 Springbok Asset not
_ barcoded
GEN000000000373 | Veiligheidshekke - Behegrsentrum [ 1.2QQ.00 - 480.00 720.00 Springbok | Asset not
CEalCh W Lo W e B Sl Y I ! g barcoded
GEN000000000384 LOC_K_ -4 DIGIT'CQMBINATION 7,236.84 | © 3,963.03 | 3,273.81| Springbok Asset not
(g o iy PRO (K75} - St 2 Ve : HUSTR S K barcoded
GENO000000000556 | SAFETY GATE (AT ENTRANCE . |- 1,200.00 | . 260.00 940.00 | 0331 | Calvinia Asset not
OF NEAR OFFICE - GALV.) R - barcoded on
asset
registered.
INFO00000000005 Safety Gates 6,948.50 3,532.15 3,416.35 Springbok Asset not
barcoded
INFO00000000014 SAFETY GATES (X2) + 67,500.00 | 21,937.50 | 45,562.50 Springbok Asset not
PALISADE FENCE FOR YARD barcoded
(EHP)
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INFOODO00000018 | GATE - MOTOR ET 500 564000 211500 3,525.00 Springbok | Asset not
KIT barcoded
GENO00000000610 | CAMERA CCTV - BACK GATE - 3,160.60 4390| 3,116.70 Springbok | Asset not
NEAR PARKING NR.19 barcoded
GEN000000000611 | CAMERA CCTV - MAIN GATE 2,476.61 34.40 2,442.21 Springbok Asset not
ENTRANCE AGAINST WALL barcoded
GEN000000000612 | CAMERA CCTV - POLITICAL 2,700.60 3751 | 2,663.00 Springbok | Asset not
GATE ENTRANCE - EAST SIDE barcoded
GEN000000000613 | CAMERA CCTV - AGAINST 2,880.60 20.01| 2,840.50 Springbok | Asset not

WALL (WEST SIDE) MM OFFICE barcoded

Cause: ; 2k - ; B,
Assets were not barcoded and the asset register was not updated with some of the barcodes.
Impact:

This is not in accordance with The Municipal Finance Management Act (MFMA) paragraph 63.
There is a risk of misappropriation of assets.

Internal control deficiency

Leadership:
Exercise oversight responsibility regarding financial and performance reporting and compliance as
well as related internal controls were not properly performed.

Recommendation
The accounting officer should ensure that assets have bar codes.

Management’s response
Management takes note of the exception raised. Please see supporting documentation attached
for reasons provided.

Also note that GENO00000000610 and GEN0O00000000000612 were duplicated in the exception
raised.

Supporting documentation provided:

1) Spread sheet with management comments of assets not barcoded or on the asset register.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

Management agrees with the finding. We have inspected the support attached. This is a
housekeeping matter and will improve the control over assets for the municipality. It is an internal
control finding and it will remain.
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Operating expenditure

39. EXP: Expenditure incurred in prior year was recognised in the current period (cut-off)
(Ex.6)

Audit finding

Requirement/Legislation:

In terms of the Municipal Finance Management Act no 56 of 2003, Section 62 (1) (b):

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure:

That full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards."”

Nature:

A travel claim was incurred in the prior period but only recognised in the current year in the
financial records (cut-off).

Details of the completed subsistence claim form are as follows:

Employee: J.G Saal

Date completed: 27/06/16

Amount: R 4,349.54

Period over which trip took place: 28/06/2016 to 30/06/2016

Ledger reference: FIN90100031367

Value of projected misstatement--> R101,775.81

Cause:
The recording of S&T's was closed for year end and the amount was only recognized in the next
period.

Impact:
Operating expenditure and the opening balance of accumulated surplus and deficit may be
overstated as per the annual financial statements

Internal control deficiency

Financial and performance management

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and.accurate information is accessible and available to support financial and
performance reporting.

Recommendation
The accounting offlcer should ensure that expendlture mcurred is recognlzed in the correct
accountlng perlod |n order to av0|d cut—off errors.

Management’s response

Management takes note of the exceptlon raised. Management investigated the whole Subsistence
and Travel population and concluded that the actual misstatement is R 9 826.58. The
misstatement will be corrected if deemed necessary.

Supporting documentation provided:

1) Unrecorded liabilities test on Subsistence and Travel.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017
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Auditor’s conclusion
Management agrees with the exception. The finding will thus remain.
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40. EXP: Unrecorded expenditure and liabilities at year end (Cut-off) (Ex.18)

Audit finding

Requirement/Legislation:
In terms of section 61 the Municipal Finance Management Act of 56 of 2003:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure: that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards;"

In terms of Paragraph 37 of the Framework for the preparation and presentation of financial
statements:

"In order to meet the stated objectives listed in paragraphs .25 - .27, financial statements should be
prepared on the accrual basis of accounting. Under this basis, the effects of transactions and other
events are recognised when they occur (and not as cash or its equivalent are received or paid) and
they are recorded in the accounting records and reported in the financial statements of the periods
to which they relate. Financial statements prepared on the accrual basis inform users not only of
past transactions involving the payment and receipt of cash but also of obligations to pay cash
and/or deliver services in the future and of resources that represent cash to be received and/or
potential to deliver services in the future. Hence, they provide the type of information about past
events and other transactions that is most useful to users to assess the responsibility for
accountability of government.”

Nature:

Invoices relating to the financial period ended 30 June 2017, were not accrued for at year end.
These invoices were subsequently paid after year end. Details of the relevant invoices are as
follows:

Date [Invoice [Supplier  |[Amount (Incl VAT Amount (excl [Date Paid
number  |name VAT) VAT)

28/06/2017 INA0B377 [Total Geo 27,589.10 3,388.14] 24,200.96 21/07/2017
Spartial
Information

01/06/2017 |INA41499 |Payday 57,235.98 7,028.98) 50,207.00 07/08/2017
Software
Systems
CC

8482508 . = 10,417.12  74,407.96
Cause:

Invoices received lat

Im pacf '

e, and recorded in the incorrect period.

The misstatement also has the effect that expenditure and trade payables may be understated as
a result of being recorded in the incorrect period.

Internal control deficiency
Financial and performance management :
Management has not implemented proper record keeping in a timely manner to ensure that

complete, relevant and accurate information is accessible and available to support financial and
performance reporting.
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Recommendation
The accounting officer should ensure that all invoices relating to the financial year are appropriately
recorded in the correct period

Management’s response
Management disagrees with the exception ralsed Please see responses below:

1. Payment voucher 34767 — Total Geo Spatial Information — Invoiced dated 28 June
2017 was for the July 2017 maintenarice fees. Therefore, the service for the
maintenance agreement has not yet been delivered as at 30 June 2017.

2. Payment voucher 34631 — Payday Software Systems — Invoiced dated 1 June 2017
was for the license fees for the 2017/18 financial year. Therefore, the fees are hot
applicable for the 2016/17 financial year and therefore correctly recorded in the new
financial year of 2017/18.

Kindly note that no payment was made before 30 June 2017 with regard to the above invoices.

Supporting documentation provided:

1. Payment voucher 34767 with the invoice indicating the July 2017 maintenance fees.
2. Increase letter indicating the new premium from July 2017 till June 2018.

3. Payment voucher 34631 with the invoice indicating license fees for the 2017/18
financial year.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017

Auditor’s conclusion

We take note and disagree with management’s response.

As per the municipality's accounting policy, the financial statements are prepared on the accrual
basis. Although the above invoices relate to services to be rendered in the next financial year, we
are of the opinion that an invoice dated in the current period accrues immediately and a trade
payable should be raised. This is in accordance with the accrual basis adopted by the municipality.
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Payable
41. CRED: Supplier reconciliations not performed for all creditors (Ex.2)

Audit finding

Legislation/Requirement
In terms of the Municipal Finance Management Act 56 of 2003 section 62:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure:

- that full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards;"

Nature

Through discussions with Ms G. Ruiter during the system description walkthrough, we determined
that the municipality does not have supplier statements for all its creditors. As a result, monthly
creditor reconciliations cannot be performed for all creditors.

The municipality does not perform creditor reconciliations for all of its creditors. The municipality
has not taken all necessary steps to obtain supplier statements.

There is a completeness risk for trade payables. Outstanding supplier invoices may not be
detected and as a result, creditors may be understated.

Internal control deficiency

Financial and performance management
Management has not implemented controls over daily and monthly processing and reconciling of
transactions.

Recommendation
The accounting officer should take all reasonable steps to obtain monthly statements from
suppliers.

Management’s response
Management takes note of the exception raised.

Reconciliations are done on the Venus system but the municipality does not always receive
supplier statements, even upon request. The mitigating control is that unrecorded liabilities are
recorded for the year ended 30 June 2017 when payments are made in the subsequent months
after year end. The municipality has also not received any queries from suppliers for payments not
made.

Auditor’s conclusion
Management acknowledges the finding. The finding will remain and it will be reported on.
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42. CRED: Incorrect classification of unpaid Subsistence and travel claims to Trade
creditors (EX.47)

Audit finding

Requirement/Legislation:

In terms of section 62 of the Municipal Finance Management Act 56 of 2003:

The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure: that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards;

Nature: ; Bt

Unpaid subsistence claims of employees have been classified as trade creditors in the annual
financial statements. Employees are hot suppliers of goods ahd services in the ordinary cause of
business, and should ot be classified as trade creditors.

Details of employees incorrectly classified as trade creditors are as follows:

Creditor Amount

B Bonn 2,700.68 |~
A Rooi (Rld.) 2,288.22
D Pieterse 2,432.52
G Coetzee (RId.) 154.54
G Gous (Rld.) 3,090.60
J Davids (RId.) 4,408.80
L Vermeulen 779.61
W Links (RId) 3,902.55
M de wee 1,918.08
E Julius 914.24
| Smith 723.94
JT Loubser 225.80
Dawid Jacobs 540.00
T Jooste 457.60
llhaam Kanemyer 3,952.45
llhaam Kanemyer 972.57
Henry Steenkamp 1,262.40
Henry Steenkamp 2,246.11
Z de Jongh (Rdl.) 1,737.76

Total classification error: R34, 707.87

Cause:
Unpaid subsistence and travel claims were classified to trade creditors

Impact
Contravention of the municipal finance management act 56 of 2003

The balance for trade creditors is overstated and 'other creditors' understated at year end.
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Internal control deficiency

Financial and performance management

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting

Recommendation
The accounting should classify unpaid subsistence and travel claims as other creditors

Management’s response

Management takes note of the exception raised. Management investigated the matter and will re-
classify the trade payable from Trade creditors to Other Creditors under the same note in the AFS.
There is no over / understatement and merely a mapping issue in the AFS.

Name: Christiaan Fortuin

Position: Municipal Manager

Date: 25 October 2017

Auditor’s conclusion
Management agrees with the exception. The finding will thus remain and will be reported on.
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43. CRED: Long outstanding debit suspense account (EX.50)

Audit finding

Requirement/Legislation:

In terms of section 62 of the Municipal Finance Management Act 56 of 2003:

The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure: that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards;

Nature: e Mg

During testing, we identified a debit suspense account (unal[ocated income) as part of the trade
payables balance.

Through inquiry of management we noted that the difference between the employee and
municipality contributions to the medical aid is initially accumulated in the account * Unallocated
income (9000031180405)” and thereafter cleared to the account “Medical ald scheme
(1805051033605)." This is performed by way of monthly journals. ==~

Through inquiry of management it was confirmed that the unallocated income account should not
have a balance at year end. The journals to clear the amount were not processed for a particular
employee for the months of January and February 2017. Details of the balance are as follows:
Account name: Unallocated income

Vote number: 9000031180405

Balance: R2, 641.97

Cause:
Management made an error and failed to process the necessary correcting journal

Impact:
Understatement of trade and other payables
Understatement of the account Medical aid scheme (1805051033605)

Internal control deficiency

Control Deficiency

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting

Recommendation
The accounting officer should clear all suspense accounts in a timely manner

Management’s response
Management takes note of the exception raised. Management will post the necessary correcting
journal in order to rectify the issue if deemed necessary for adjustments.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 25 October 2017
Auditor’s conclusion

Management agrees with the exception. The finding will thus remain and will be reported on.
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Procurement and Contract Management

44. PROC: The entity did not select the lowest of the three quotations obtained and no
deviation form was completed (Ex.7)

Audit finding

Requirement/Legislation:

In terms of the Municipal Finance Management Act 56 of 2003, Section 62(1) (b):

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure:

That full and proper records of the financial affairs of the municipality are kept in accordance with
any prescribed norms and standards"

Nature:

The entity obtained three quotations for an expense incurred, however the lowest quotation of the
three was not selected. No deviation form was attached.

Details of the invoice are as follows:

Invoice number: 129

Supplier: Sweet dreams Guest house

Invoice Date: 4 October 2016

Amount: R3,400 (Incl. VAT)

Ledger Reference: FIN90100032112

Cause:

Management has stated that they were still seeking clarity from treasury as to what constitutes a
deviation and were still of the opinion that it is not necessary to select the lowest quote from the
three obtained.

Impact:
Contravention of the Supply Chain Regulations and non-compliance to the MFMA.
Irregular expenditure as disclosed in the Annual Financial Statements may be understated.

Internal control deficiency

Financial and performance management:

Management has not implemented proper record keeping in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support financial and
performance reporting.

Recommendation i
The accounting officer should ensure that appropriate and authorized deviation forms are attached
where the entity has not adhered to standard procurement procedures

Management’s response

Management disagrees with exception raised. 3 quotations were obtained as per the Supply Chain
Management Regulations. The Supply Chain Management Regulatlons do not indicate that the
lowest quotation must be used. The payment is therefore not a deviation from Supply Chain
Regulation. Also note that the most expensive quotation was not selected.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion

Management response is noted, however the difference between the selected quotation and the
lowest quotation is considered to be fruitless and wasteful expenditure as the lowest quotation
could have been selected.
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The additional cost would have been avoided had reasonable care been exercised.
The finding will remain.
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45. PROC: No deviation form attached on payment voucher (Ex 43)

Audit finding
The Municipal Supply Chain Management Regulation section 17 (1) (a) states the following:

"17. Formal written price quotations.-(1) A supply chain management policy must stipulate the
conditions for the procurement of goods or services through formal written price quotations, which
must include conditions stating-

(a) that quotations must be obtained in writing from at least three different providers whose
names appear on the list of accredited prospective providers of the municipality or municipal
entity;"

Nature:

We inspected the following payment voucher:
ELE number: 32918

Supplier: Port Nolloth boumark

There were three quotations attached, however there were two quotations from Port Nolloth
Boumark but from different branches.

No deviation form was attached to indicate that these were the only available suppliers from which
the goods could be obtained.

Cause:
A deviation form was not completed to indicate that there were no other options available.

Impact:
This is non-compliance with the Municipal Supply Chain Regulation.

Internal control deficiency
Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
The accounting officer should ensure that a deviation form is attached to payment vouchers in the

instance that a deviation is made.

Management’s response '

Management disagrees with the exception raised, Management obtained 3 quotations. As
indicated, 2 quotations were obtained from different branches of Port Nolloth Boumark (One
branch is Port Nolloth Boumark and the other is “Carolusberg Crushers’). The purchase of the
stones and sand were to be used in Port Nolloth and therefore, the Port Nolloth Boumark quotation
was accepted and no delivery costs were necessary. Should the supply be purchased from
Springbok, delivery costs would have applied and therefore costing is different. It is also
importance to note that the unit prices differ from one branch to the other, therefore confirming that
there is a difference in cost structuring and that the branches are operated separately.

Supporting documentation provided:

1. Payment voucher 32918 confirming the above explanation.

Name: Christiaan Fortuin
Position: Municipal Manager
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Date: 17 October 2017

Auditor’s conclusion
The auditors noted management's response.
Managements response submitted is not sufficient a deviation form should have been completed

for the supplier. i
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46. SCM: Deviations disclosure is inaccurate. (EX.77)

Audit finding

Requirement/Legislation:
The Generally Recognised Accounting Practice 1, paragraph 17,21,22 states:

".17 Financial statements shall present fairly the financial position, financial performance and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of
fransactions, other events and conditions in accordance with the definitions and recognition criteria
for assets, liabilities, revenue and expenses set out in the Framework for the Preparation and
Presentation of Financial Statements. The application of Standards of GRAP with additional
disclosures when necessary, is presumed to result in financial statements that achieve a fair
presentation.”

".22 When an entity departs from a requirement of a Standard of GRAP in accordance with
paragraph .21, it shall disclose:

(a) that management has concluded that the financial statements present fairly the entity’s financial
position, financial performance and cash flows;

(b) that it has complied with applicable Standards of GRAP, except that it has departed from a
particular requirement to achieve a fair presentation;

(c) the title of the Standard of GRAP from which the entity has departed, the nature of the
departure, including the treatment that the Standard of GRAP would require, the reason why that
treatment would be so misleading in the circumstances that it would conflict with the objective of
financial statements in the Framework for the Preparation and Presentation of Financial
Statements, and the treatment adopted; and

(d) for each period presented, the financial impact of the departure on each item in the financial
statements that would have been reported in complying with the requirement."

Nature:

Through testing of deviations, it is confirmed that the September month deviations listing was not
totalled correctly. However, through inspection of the listings approved by council we can confirm
that this was the same listing provided to council for approval. Thus, it does not result in irregular
expenditure. Thus, this is a disclosure issue that should be adjusted in the financial statements
with R 42,445,

Cause:
The calculation sheet was not tested to ensure that it is mathematically accurate.

Impact:
The disclosure in the financial statements is not accurate
Non comphance w1th the Grap 1 standards !

Internal control deflmency

Financial and performance management

Management did not implement proper record keeping in a timely manner to ensure that complete,
relevant and accurate information is accessible and available to support financial and performance
reporting

Recommendation
Management must adjust the deviations disclosure to ensure that it is accurate and reflects the
correct amount. '

Management’s response
Management takes note of the exception raised. Management will rectify the disclosure in the AFS.
There was a total sum error in the formula and this was corrected.
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Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

Management agrees with the finding. The finding will remain.
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Receivables
47. REC: Provision for doubtful debt not complete (Ex.20)

Audit finding
Requirement/Legislation:
The Municipal Finance Management Act, section 62(1) (c) (i) states the following:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control."”

The Municipal Finance Management Act, section63 states the following:
"(1) the accounting officer of a municipality is responsible for the management of
(a) The assets of the municipality, including the safeguarding and the maintenance of those assets;

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure—

(a)that the municipality has and maintains a management, accounting and information system that
accounts for the assets and liabilities of the municipality;

(b)that the municipality’s assets and liabilities are valued in accordance with standards of generally
recognised accounting practice; and

(c)that the municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register, as may be prescribed."

Generally Recognised accounting Practice — Financial Instruments (GRAP 104), paragraph 61
states:

"If there is objective evidence that an impairment loss on financial assets measured at amortised
cost has been incurred, the amount of the loss is measured as the difference between the asset's
carrying amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset's original effective interest
rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the
asset shall be reduced either directly or through the use of an allowance account. The amount of
the loss shall be recognised in surplus or deficit."

Nature:

Through testing performed on Receivables, as well as Provision for Bad Debt, it was noted that
management did not include all debtors identified for possible impairment, in the specific provision
made at year end.

The following debtors were aged more than 90 days at year end:

Type %' Deblor | v i T e an | Acc.Nr. | Amount as at
¢ , 30/06/2017
Grond | NABABEEP ADVIESKANTOOR | 705005 | 584.67
Kantore | D DEPT OF SAFETY AND LIAISON = | 800107 | 234,715.41
Kantore TRAFFIC DEPARTEMENT | 801124 | 44.204.11
VEILIGHEID EN SKAKEL
Pensionaris | H LOUW 900039 | 113.25
Pensionaris | HID MOSTERT 900043 | 149.74
Total 279,767.18

The total misstatement therefore amounts to R279,767.18
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Cause:
Insufficient consideration of accounts past due by management.

Impact:
Possible overstatement of Receivable / Debtors balance at year end.

Internal control deficiency

Financial and performance management
Regular, accurate and complete financial and performance reports that are supported and
evidenced by reliable information were not prepared.

Recommendation _ : _
Management should implement proper controls in terms of review function over the calculation of
Bad Debt/Impairment of Receivables.

Management’s response
Management disagrees with the exception raised. There is no clear and objective evidence that the
outstanding monies will not be recovered.

The debtor with account number 800107 and 801124 are the Department Transport, Safety and
Liaison, one rental in Springbok and the other rental in Calvinia. A total payment of R
183 416.00 was received in September and October 2017.

Supporting documentation provided:

1) Debtor account printout of 800107 and 801124 as well as the receipts and bank statement
reflecting the money received.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion

The exception will remain as the client policy stipulates that all debtors with balances that are more
than 90 days should be provided for at year end, although the payments was received during the
year, no payment was received for more than 6 months therefore the outstanding balance at year
end should be provided by the client.
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48. REC: Debtors with credit balances are understated in the annual financial statements
(Ex.60)

Audit finding

Legislation/Requirement

The Municipal Finance Management Act section 62(1)(c)(i) states:

"The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure that the municipality
has and maintains effective, efficient and transparent systems of financial and risk management
and internal control."”

Section 63 of the Municipal Finance Management Act, 2003 (Act of 56 2003) (MFMA) states that:

“That the accounting officer must for the purpose of subsection (1) take all the reasonable steps to
ensure that:

(a) The municipality has and maintains a management accounting information system that
accounts for all assets and liabilities of the municipality.

(d) The municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register."

Nature:
During our testing performed we noted that debtors with credit balances with a total value of
R77,599.14 was not disclosed as debtors with credit balances in the financial statements.

The 2 largest accounts are as follows:

Accounts Name of Balance (before Adjustment Adjusted balance
the Debtor reconciling items) (reconciling items) (after reconciling
items)
800080 JAFARO 12,920.00 (47,275.23) (34,355.23)
800066 |BJ 2,294.32 (40,042.79) (37,748.47)
ANDREA
Total (72,103.70)
Cause:

All debtors with credit balances was not fully disclosed in the financial statements under creditors.
This occurred mainly due to an oversight on behalf of management

Impact;
This 'resglt_s_ in debtors and creditors being understated on the financial statements

Internal control deficiency

Financial and performance management:

Management did not implement controls over daily and monthly processing and debtors with credit
balances were not reconciled on a monthly basis.

Recommendation

The accounting officer should ensure that controls are in place to ensure that all balances are
recorded in the correct line item on the annual financial statements
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Management’s response

Management disagrees with the exception raised. Payment received for renting of property to
employees via payroll is firstly received against 9000052150108 and subsequently transferred to
the respective accounts where the billing initially took place. Please see attached the individual
debtor accounts which confirm debt balances on 30 June 2017.

These debtors do not form part of debtors with credit balances.

Supporting documentation provided:
1) Printout of Debtor accounts 800080 and 800066 to confirm debt balances.

Name: Christiaan FoﬁUin
Position: Municipal Manager
Date: 27 October 2017

Auditor’s conclusion 5

We take note of management's response, as a result of the reconciling items between the trail
balance and the sub-ledger if it were to be adjusted on the sub-ledger would result in the
abovementioned debtors having credit balances at year end.

To clear this exception we need a sub-ledger that agrees to the trial balance without reconciling
items.
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Revenue

49. REV: No rent charged to debtor for rental of buildings (Ex.71)

Audit finding

Requirement/Legislation:
Section 62 of the MFMA (Act No.56 of 2003) states that:

(1) The accounting officer of a municipality is responsible for managing the financial administration
of the municipality, and must for this purpose take all reasonable steps to ensure -

(a) that the resources of the municipality are used effectively, efficiently and economically;

(b) that full and proper records of the financial affairs of the municipality are kept in accordance
with any prescribed norms and standard:

(c) that the municipality has and maintains effective, efficient and tfransparent systems -

(i) of financial and risk management and internal control.

Nature:
Through the testing of completeness of rental income charged to debtors, it was found that not all
lessees who are listed on the rental register are charged for rental of building:

INFORMATION AS INFORMATION AS
PER RENTAL PER
REGISTER INTEGRATION
REPORT
Account number Name as per Starting Cancellation Lessee on billing Quantity Comments
register date date report of rental
charges
705123 H Phillips 19 July None Yes 0 Only interest charged
2002 on hilling report
800257 M.E Mzekwa 31 March | None Yes - 0 Only interest charged
2006 on billing report
800267 L.H van Rooi 28 April None Yes 0 Only interest charged
2006 on billing report
800305 L van den Heever | 30 June None Yes 0 Only interest charged
2010 on billing report
800268 MT Bezuidenhoudt | 28 April None Yes 0 Only interest charged
2006 on billing report
800257 ME Mzekwa 31 March | None Yes 0 Only interest charged
2006 on billing report
800216 C.C.MA 20 April None Yes 0 Only interest charged
2004 on billing report
Cause:

This is as a result of management not performing regular reconciliations between the rental
register and billing report. Eok : e IE

Impact:
There is a risk that rental charges are not accounted for on all properties leased.

This leads to a misstatement of revenue in the financial statements.
The extrapolated figure is R 260,023.

Internal control deficiency

Financial and performance management

Management does not implement controls over déify and monthly processing and reconciling of
transactions.
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Recommendation
The accounting officer should implement internal controls to ensure that a reconciliation is regularly
performed between the rental register and the billing report.

Management’s response

Management disagrees with the exception raised. All the debtors are not rental debtors. These
debtors are debtors with outstanding balances that were previously rental debtors in other years
but no longer have rental contract. These debtors will be on the billing report, but only for interest
billed against their respective accounts. Thus, only interest charged @ prime + 1%.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

The rental register should be updated to include only debtors which have current contracts with the
municipality. This is a housekeeping matter and the municipality should use this to better the
process. The finding will remain.
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50. REV: No valid rental contracts in place for rental income recognized in the billing report
(Ex.66)

Audit finding

Requirement/Legislation:
In terms of the Municipal Finance Management Act 56 of 2003, Section 62(1) (b):

“The accounting officer of a municipality is responsible for managing the financial administration of
the municipality, and must for this purpose take all reasonable steps to ensure- that full and proper
records of the financial affairs of the municipality are kept in accordance with any prescribed norms
and standards;"

Generally Recognised accounting Practice — Revenue from exchange transactions (GRAP 9)
paragraph 15 states:

"Revenue shall be measured at the fair value of the consideration received or receivable"

Nature:
Through testing performed on revenue from rental agreements, we could not obtain the following
rental agreements from the municipality in order to confirm the validity of revenue recognised:

As per Account | Rand value
integration number

report

20161031 | 1305202254205 | HUURGELD - 800107 31,125.88 | D DEPT OF
KANTOORGEBOUE SAFETY AND

LIAISON

20161031 | 1305202254205 | 280.00 HUUR 800032 280.00 | DEPT WERK

KANTOORGEBOU VIR WATER

Through testing performed on the following income from rental agreements, it was confirmed that
the following rental agreements were not signed by the lessees:

As per Account Number | Rand Value
integration
report

RAADSWONING
20161031 | 1305202252110 | OP ERF 408 800080 2,036.47
HUUR -
RAADSWONING
VAN RIEBEECK
20161031 | 1305202252110 | STR 800066 1,724.92
(g iy -~ | HUISHUUR TE 2

JAN .
SMUTSLAAN 6
20161031 | 1305202252110 | TE CALVINIA 801126 2,362.76

Cause:
Rental agreements are not in place for all the rental income.

Impact:
We were unable to confirm the accuracy and occurrence of rental income.
This results in overstatement or understatement of revenue.
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Internal control deficiency
Leadership:

Management did not exercise oversight responsibilities regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
Management should ensure that the rental income recognised, is supported by rental agreements
and that the agreements are signed by both partles

Management’s response -
Management partially disagrees W1th the exceptlon raised. Please see responses below:

1) 800107 — Management disagrees with the exception raised. A valid contract was ‘entered
into with Provincial Traffic for this rental.

2) 800032 — Management takes note of the exception raised. This is an internal use of space
in the Calvinia office and therefore no contract for the rental amount.

3) 800080 — Management takes note of the exception raised. Management have not received
the signed copies of the lease agreement from the specific employee. Common law
agreement currently in place whereby the lessor leases the property to the lessee and the
lessee pays the lessor the rental amount via payroll deduction.

4) 800066 — Management takes note of the exception raised. Management have not received
the signed copies of the lease agreement from the specific employee. Common law
agreement currently in place whereby the lessor leases the property to the lessee and the
lessee pays the lessor the rental amount via payroll deduction.

5) 800126 — Management takes note of the exception raised. Management have not received
the signed copies of the lease agreement from the specific employee. Common law
agreement currently in place whereby the lessor leases the property to the lessee and the
lessee pays the lessor the rental amount via payroll deduction.

Supporting documentation provided:

1) Rental agreement between NDM and Provincial Traffic. Inception date of 1 April 1999 with
a rental amount of R 6 158.10 escalated at a rate of 10% per annum equals to
R 31 125.88 per month.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017
Auditor’s conclusion

No rental contracts:

1 Support provided. Exception cleared.
2 Exception remains.
Contract not signed:

1 Exception remains — if the lessee is an employee, a formal contractual agreement must exist in
order for it to be legal and binding between both parties.
2 Exception remains — if the lessee is an employee, a formal contractual agreement must exist in
order for it to be legal and binding between both parties.
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51. Rev : Rental income incorrectly classified as sundry income (Ex.69)

Audit finding

Requirement/Legislation
Section 63 of the Municipal Finance Management Act, 2003 (Act of 56 2003) (MFMA\) states that:

"That the accounting officer must for the purpose of subsection (1) take all the reasonable steps to
ensure that:

(a) The municipality has and maintains a management accounting information system that
accounts for all assets and liabilities of the municipality.

(d) The municipality has and maintains a system of internal control of assets and liabilities,
including an asset and liabilities register."

Section 97 of the Municipal Finance Management Act, 2003 (Act of 56 2003) (MFMA) states that:
"Revenue management.—The accounting officer of a municipal entity must take all reasonable
Steps to ensure— (h) that the municipal entity has and maintains a management, accounting and

information system which- (i) recognises revenue when it is earned”.

Nature:
The following rental income was is incorrectly classified as sundry income:

Vote number Transaction | Reference Transaction | Credit
type date amount
1305202365430 | SUNDRY HUUR VAN GROND 800019 | 20160729 11,392.51
INCOME VIR
KLIPMYN
Cause:

Management did not assess the classification of its income correctly.

Impact:
This results in an understatement of rental income.

Internal control deficiency
Leadership
Oversight responsibility regarding financial and performance reporting and compliance and related

internal controls was not adequately exercised.

Recommendation
Management should investigate the sundry i income account to determine whether reclassification
is requlred

Management's response

Management takes note of the exceptlon raised. Management will correct the classification if
deemed necessary. ,

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

Management agrees with the finding. The classification must be corrected as the nature of revenue
is separately presented in the financial statements.
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52. Rev: Rental income not paid on market related prices (Ex.70)

Audit finding

Requirement/Legislation:

The MFMA section 83 states the following:

“(1) The accounting officer of a municipality is responsible for the management of

(a) the assets of the municipality, including the safequarding and the maintenance of those assets;

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to
ensure— (a) that the municipality has and -maintains a management, accounting and information
system that accounts for the assets and liabilities of the municipality;

(b) that the municipality’s assets and liabilities are valued in accordance with standards of
generally recognised accounting practice, and

(c) that the municipality has and maintains a system of internal control of assets and habmnes
including an asset and liabilities register, as may be prescribed”. :

Generally Recognised Accounting Practice 9 - Revenue from exchange transactions, paragraph 12
states the following:

“Exchange transactions are transactions in which one entity receives assets or services, or has
liabilities extinguished, and directly gives approximately equal value (primarily in the form of cash,
goods, services, or use of assets) to another entity in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction.”

Generally Recognised Accounting Practice 9 - Revenue from exchange transactions, paragraph 15
states the following:

“Revenue shall be measured at the fair value of the consideration received or receivable”.

Nature:

Rental income is not appropriately escalated as per signed contract and the escalation clause was
not properly applied during the current financial period for the following rental income:

Vote Account
Period number Description Amount Recalculation of
number ; :
escalation Difference
1305202 | VERHURING VAN 1 =
20161027 365430 | GROND 800019 1,393 13,785 2,392
1305202 | KANTOORGEBOUE 5
20161031 254205 800049 1,883 2,071 188
1305202 =
20161031 252110 | KANTOORHUUR 801124 8,000 31,126 23,126
HUURGELD
1305202 | KANTOORGEBOU -
20161031 254205 | NABABEEP KLINIEK 800116 3,676 4,044 368
HUURGELD
KANTOORGEBQOU
1305202 | SPRINGBOK
20161031 254205 | KLINIEK 800117 4,595 4177 418
HUURGELD
KANTOORGEBOU
1305202 | SOEBATSFONTEIN g
20161031 254205 | KLINIEK 800118 689 1,264 574
VERHURING VAN
1305202 | KANTOOR TE L
20161031 254205 | SOEBATSFONTEIN 800189 190 758 568
30,426 57,225 26,799

The following rental income is not as per market related valuation report obtained from the lawyers:

)

- W,
I

.
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|
Period Vote Description ﬁafr;m'?;g: Amount pg?‘;k:; ;Z?ted
number valuations report | Difference
HUUR -
RAADSWONING VAN =
20161031 | 1305202252110 | RIEBEECK STR 800066 1,724.92 5,000 3,275
HUUR
KANTOORGEBOU -
20161031 | 1305202252110 | VERKEER 801116 665.68 4,000 3,334
HUUR VAN WONING =
20161031 | 1305202252110 | TE ERF20 GARIES 801118 2,395.80 2,500 104
4,786.40 11,500.00 33,512
Cause:

This was caused due to a lack of controls over the billing and charging of rental services to clients.

Impact:

This could result in overstatement or understatement of revenue.

Internal control deficiency
Leadership:

Management did not exercise oversight responsibilities regarding financial and performance
reporting and compliance as well as related internal controls.

Recommendation
Management should determine the fair value of each service and ensure that it is market related.

Management’s responses
Management partially disagrees with the exception raised. Please refer to spread sheet attached
indicating remaining difference of only R 2 430.67 in the recalculation of rental amounts.

Supporting documentation provided:

1) Spread sheet with management comments regarding the recalculation exception and the
comparison to market value exception.
2) Individual rental agreements.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion

Periad Description Sloared
Vote number | 7T T Difference (Yes/No)
T _ 5 T 5 Yes
20161027 | 1305202365430 | VERHURING VAN GROND 2,392
S : = ot S - oo
20161031 | 1305202254205 | KANTOORGEBOUE 188
I = Yes
20161031 | 1305202252110 | KANTOORHUUR 23,126
HUURGELD KANTOORGEBOU - Yes
20161031 | 1305202254205 | NABABEEP KLINIEK 368
HUURGELD KANTOORGEBOU No
20161031 | 1305202254205 | SPRINGBOK KLINIEK 418
HUURGELD KANTOORGEBOU . No
20161031 | 1305202254205 | SOEBATSFONTEIN KLINIEK 574
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No — There
VERHURING VAN KANTOOR TE - is a rental
20161031 | 1305202254205 | SOEBATSFONTEIN 568 contract
. A Cleared
s \ote number besengtion , Difference (Yes/No)
HUUR - RAADSWONING VAN Yes
20161031 | 1305202252110 | RIEBEECK STR -3,275
20161031 | 1305202252110 | HUUR KANTOORGEBOU VERKEER -3,334 Yes
20161031 | 1305202252110 | HUUR VAN WONING TE ERF20 GARIES -104 Yes
m ¥y -33,512
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53. REV : Billing integration report does not agree to general ledger (EX.78)

Audit finding

Requirement/Legislation:
The Generally Recognised Accounting Practice 1, paragraph 17,21,22 and 36, states:

“.17 Financial statements shall present fairly the financial position, financial performance and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with the definitions and recognition criteria
for assets, liabilities, revenue and expenses set out in the Framework for the Preparation and
Presentation of Financial Statements. The application of Standards of GRAP with additional
disclosures when necessary, is presumed to result in financial statements that achieve a fair
presentation.”

".22 When an entity departs from a requirement of a Standard of GRAP in accordance with
paragraph .21, it shall disclose:

(a) that management has concluded that the financial statements present fairly the entity’s financial
position, financial performance and cash flows;

(b) that it has complied with applicable Standards of GRAP, except that it has departed from a
particular requirement to achieve a fair presentation;

(c) the title of the Standard of GRAP from which the entity has departed, the nature of the
departure, including the treatment that the Standard of GRAP would require, the reason why that
treatment would be so misleading in the circumstances that it would conflict with the objective of
financial statements in the Framework for the Preparation and Presentation of Financial
Statements, and the treatment adopted: and

(d) for each period presented, the financial impact of the departure on each item in the financial
statements that would have been reported in complying with the requirement.”

".36 Each material class of similar items shall be presented separately in the financial statements.
ltems of a dissimilar nature or function shall be presented separately unless they are immaterial."

Nature:

During our reconciliation testing between the billing report and general ledger we confirmed the
following difference:

Total balance as per Billing report 2,756,408.82

Total as per the general ledger transactions 2,448,362.63

Total difference - 308,046.19
Cause:

This is as a result of management not performing regular 'reconqiliations between the general
ledger and billing report. ; : S S \ _

Impact ; , s Lk E ‘ !
This results in the misstatement of revenue and trade receivables.

Internal control deficiency

Leadership:

Management did not exercise oversight responsibility regarding financial and performance
reporting and compliance as well as related internal controls was not properly performed.
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Recommendation
The accounting officer should implement internal controls to ensure that a reconciliation is regularly
performed between the general ledger and the billing report.

Management’s responses

Management disagrees with the exception raised. After consultation with the Venus service
provider consultant, it was indicated that the BP680 report provided is only a listing of billing
transactions and not the integration to the general ledger report. The correct integration to general
ledger report is BP641. Therefore, the following comparison was done:

Total per GL (Select transaction type = Integr,atioﬁ"'from Cons/Billing) =R 3859 077.32
Total integration as per the BP641 integration report =R 3859 077.32
Difference =R 0.00

Supporting documeéntation provided:

1) Correct integration summary report — BP641 for the 2016/17 financial year.

Name: Christiaan Fortuin
Position: Municipal Manager
Date: 31 October 2017

Auditor’s conclusion
The finding will remain. The auditor found differences between the BP461 (submitted) and BP680.
The auditor cannot confirm which report is reliable.
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Annexure D: Performance management and reporting framework

The Performance Management and Reporting Framework (PMRF) consists of the following:

o Legislation applicable to performance planning, management and reporting, which includes
the following:

O
o
O

Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA)
Municipal Systems Act (Act No. 31 of 2000)

Regulations for planning and performance management, 2001, issued in terms of the
Municipal Systems Act.

Municipal performance regulations for municipal managers and managers directly
accountable to municipal managers, 2006, issued in terms of the Municipal Systems
Act.

e The Framework for Managing Programme Performance Information (FMPPI), issued by the
National Treasury. This framework is applicable to all spheres of government, excluding
parliament and provincial legislatures

o Circulars and guidance issued by the National Treasury regarding the planning,
management, monitoring and reporting of performance against predetermined objectives.
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Annexure E: Auditor-general’s responsibility for the audit of the
reported performance information

1. As part of my engagement conducted in accordance with ISAE 3000, | exercise professional
judgement and maintain professional scepticism throughout my reasonable assurance
engagement on reported performance information for selected objectives.

2. |l am independent of the District 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.

Quality control relating to assurance engagements
3. In accordance with the International Standard on Quality Control 1, the Auditor-General of

South Africa maintains a comprehensive system of quality control that includes documented
policies and procedures on compliance with ethical requirements and professional standards.

Reported performance information
(Reasonable assurance engagement)
4. In addition to my responsibility for the assurance engagement on reported performance

information as described in the auditor's report, | also:

identify and assess risks of material misstatement of the reported performance
information, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for my opinion. In making those risk assessments, | consider internal
control relevant to the management and reporting of performance information per selected
objective in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the District
Municipality’s internal control.

evaluate the documentation maintained by the District Municipality that supports the
generation, collation, aggregation, monitoring and reporting of performance
indicators/measures and their related targets for the selected objectives.

evaluate and test the usefulness of planned and reported performance information, its
consistency with the approved performance planning documents of the District
Municipality and whether the indicators and related targets were measurable and relevant.

evaluate and test the reliability of information on performance achievement to determine
whether it is valid, accurate and complete.
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Communication with those charged with governance

5.

| communicate with the accounting officer regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that | identify during my audit.

| also confirm to the accounting officer that | have complied with relevant ethical requirements
regarding independence, and communicate all relationships and other matters that may
reasonably be thought to bear on my independence and, where applicable, related
safeguards.
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Annexure F: Assessment of internal controls

Below is our assessment of implementing the drivers of internal control based on significant
deficiencies identified during our audit of the financial statements, the annual performance report
and compliance with legislation. Significant deficiencies occur when internal controls do not exist,
are not appropriately designed to address the risk, or are not implemented. These either had
caused, or could cause, the financial statements or the annual performance report to be materially
misstated, and material instances of non-compliance with legislation to occur.

The internal controls were assessed as follows:

. The required preventative or detective controls were in place.

Progress was made on implementing preventative or detective controls, but
@ improvement is still required, or actions taken were not or have not been
sustainable.

Internal controls were either not in place, were not properly designed, were not
. implemented or were not operating effectively. Intervention is required to design
and/or implement appropriate controls.

The movement in the status of the drivers from the previous year-end to the current year-end is
indicated collectively for each of the three audit dimensions under the three fundamentals of
internal control. The movement is assessed as follows:

1t Improved

€ | Unchanged

& | Regressed

L

Current. Prl,or-yoaﬁ Current |Prior year| Current Prior year
year year year

Leadership

Overall movement from previous assessment . | .'. ‘

* Provide effective leadership based on a culture
of honesty, ethical business practices and good

best interests of the entity

governance, and protecting and enhancing the
» Exercise oversight responsibility regarding

financial and performance reporting and

compliance as well as related internal controls
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* Implement effective human resource
management to ensure that adequate and
sufficiently skilled resources are in place and
that performance is monitored

©

.

Establish and communicate policies and
procedures to enable and support the
understanding and execution of internal control
objectives, processes and responsibilities

Develop and monitor the implementation of
action plans to address intemal control
deficiencles

Establish and implement an information N/A
technology governance framework that
supports and enables the business, delivers

value and improves performance

®® O 6
®0 O ®
@9 O O
@ ©® O @
®,

0 O @

Financial and performance management

=
L

Overall movement from previous assessment

+ Implement proper record keeping in a timely
manner to ensure that complete, relevant and
accurate information is accessible and available
to support financial and performance reporting

+ Implement controls over daily and monthly
processing and reconciling transactions

* Prepare regular, accurate and complete
financial and performance reports that are
supported and evidenced by reliable
information

+ Review and monitor compliance with applicable
legislation

10 00 ©
1© 00 ©
10 ©06 6
1® 00 @

» Design and implement formal controls over N/ N N N

information technology systems to ensure the
reliability of the systems and the availability,
accuracy and protection of information

®0 0 ©
JICK CK _

Governance

Overall movement from previous assessment
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* Implement appropriate risk management
activities to ensure that regular risk
assessments, including the consideration of

information technology risks and fraud
prevention, are conducted and that a risk
strategy to address the risks is developed and
monitored

Ensure that there is an adequately resourced
and functioning internal audit unit that identifies
internal control deficiencies and recommends
corrective action effectively

@O0 0

®,

Ensure that the audit committee promotes
accountability and service delivery through
evaluating and monitoring responses to risks
and overseeing the effectiveness of the internal
control environment, including financial and
performance reporting and compliance with
legislation

®
®,
©
©
©
®,
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APPENDICES

APPENDIX A: COUNCILLORS COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE

| Full-Time

24 November 2016

Namakwa MNR BENTLEY VASS Executive Mayor 31 Maart 2017
Distriksmunisipaliteit Budget en Treasury 75%
Full-Time 24 November 2016
Namakwa (ME) MAGDALENA GROENEWALD | Speaker 31 Maart 2017
Distriksmunisipaliteit 25 Mei 2017
100%
Part-Time 24 November 2016
Namakwa (ME) HELEN J JACK 31 Maart 2017
Distriksmunisipaliteit 25 Mei 2017
100%
Part-Time 24 November 2016
Namakwa MNR CYRIL R WARNE Corporate 31 Maart 2017
Distriksmunisipaliteit 25 Mei 2017
100%
Part-Time 24 November 2016
Namakwa MNR CHANDRE K KLAASE 31 Maart 2017
Distriksmunisipaliteit 25 Mei 2017
100%
Part-Time 24 November 2016
Namakwa (ME) ANNA M BEUKES Budget en Treasury 31 Maart 2017
Distriksmunisipaliteit 25 Mei 2017
100%
Part-Time 31 Maart 2017
Hantam (ME) GERALDINE GOUS MPAC 25 Mei 2017
Munisipaliteit Economic Development 75%
Part-Time 24 November 2016
Khai-Ma (ME) ADEL S ROOI Executive Mayoral Committee 31 Maart 2017
Munisipaliteit Social Development
75%
Part-Time 24 November 2016
Kamiesberg (ME) SUSARAH C NERO MPAC 31 Maart 2017
Munisipaliteit 25 Mei 2017
100%
Part-Time 24 November 2016
Nama Khoi (ME) GILLIAN Y PIETERS Executive Mayoral Committee 31 Maart 2017
Munisipaliteit Economic Development 25 Mei 2017
100%
Part-Time 24 November 2016
Nama Khoi MNR CHARLES G COETZEE Corporate 31 Maart 2017
Munisipaliteit Budget and Treasury 25 Mei 2017
100%
Part-Time 24 November 2016
Nama Khoi MNR GERT J COETZEE MPAC 31 Maart 2017
Munisipaliteit Social Development 25 Mei 2017
100%
Part-Time 24 November 2016
Nama Khoi (ME) ZUIE P DE JONGH Economic Development 31 Maart 2017
Munisipaliteit 25 Mei 2017
100%

Karoo Hoogland
Munisipaliteit

MNR JEREMIA E DAVIDS

Part-Time
Budget and Treasury
Social Development

24 November 2016
31 Maart 2017

25 Mei 2017

100%

Richtersveld
Munisipaliteit

MNR WILLEM J LINKS

Part-Time
Executive Mayoral Committee
Corporate

24 November 2016
31 Maart 2017

25 Mei 2017

100%




APPENDIX B: COMMITTEES AND COMMITTEE PURPOSES

Committees

Purpose

Council Members

Attendance

Cooperative Services

The primary purpose of
the Committee is to
handle reports from the
administration and to
make recommendations
to the Council for
approval or disapproval

Charles Coetzee
Willem Links

Cyril Warne

3 March 2017/ 20 July
2017/ 3 Nov2016
3 March 2017/ 20 July
2017/ 3 Nov2016
3 March 2017/ 20 July
2017/ 3 Nov 2016

Municipal Public
Accounts Committee

Ensure political insights
over financial &
performance information

Susarah Nero

Geraldine Gous
Gert Coetzee

10 March 2017/ 9 Nov
2016

10 March 2017

10 March 2017

Budget & Treasury
Committee

To deal with council &
Human Resource
matters, including

Charles Coetzee
Anna Beukes
Bentley Vass

27 June 17/ 27Feb 17
27 June 17/ 27 Feb 17
27 June 20/ 27 Feb 17/

Municipal Health 2 Nov 16
Services Jeremy Davids 27 June 17
Economic Development, | Economic Development | Gillian Pieters 8 Nov 16

Planning &
Infrastructure
Committee

planning and
Infrastructure
development issues

Zuie De Jongh
Geraldine Gous

24 July 17/ 8 Nov 16
24 July 17/ 8 Nov 16

Mayoral Committee

The primary purpose of
the Committee is to
handle reports from
environmental health

Bentley Vass

Willem Links

Adele Rooi

Gillian Pieters

24 May 17/ 24 Jan 17/
23 Nov 16/ 17 Oct 16
24 May 17/ 24 Jan 17/
23 Nov 16/ 17 Oct 16

24 Jan 17/ 23 Nov 16
24 May 17/ 24 Jan 17/
17 Oct 16

Helen Jack 23 Nov 16/ 17 Oct 16

Municipal Health The primary purpose of | Adele Rooi 6 March 17/ 7 Nov 16
Services the Committee is to

handle reports from Helen Jack 6 March 17/ 7 Nov 16

environmental health

Jeremy Davids
Gert Coetzee

6 March 17/ 7 Nov 16

Health and Safety

The primary purpose of
the committee is to
report from health and
safety

Helen Jack
Chandre Klaase
Magdalena Groenewald

16 March 17/ 3 Nov 16
16 March 17/ 3 Nov 16
3 Nov 16
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APPENDIX G: RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE

1. Purpose _
The purpose of this document is to report on the annual performance of the Internal Audit unit on the

implementation of the approved 2016/17 Risk-Based Internal Audit Plans.

2. Background

The Internal Audit unit at Namakwa District Municipality was established during October 2013 and comprises
of a permanently appointed Internal Auditor and four Internal Audit Intermns with a minimum qualification of
Diploma in Internal Auditing. The Internal Auditor has twelve years’ experience in Internal Auditing, BTech
degree and IAT (Internal Audit Technician) completed. The Audit Interns all have Diplomas with at least two

years’ experience and busy completing their IAT.

The Infernal Audit unit operates independent and objective; and thus reports administratively to the

Accounting Officer and functiondlly to the Audit Committee.

The following frameworks have been approved by the Audit Committee to ensure the effective
establishment and functiondlity of the unit;

- The Internal Audit Charter;

- The Internal Audit Methodology; and

- 2016/17 Annual Risk-based Operational Plan and 3 Year Strategic Plan

3. Legislative requirements

Legislative requirement — section 166 of the Local Government Municipal Finance Management Act, No 56

of 2003 stipulates the requirement of an Internal Audit function within all Municipalities.

4. The role of Internal Audit is to;
Add value to the Namakwa District Municipality by assisting management with the achievement of set
targets and objectives; by evaluating the effectiveness of risk management, controls and governance

processes.
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Annual Internal Audit Report 2016 /17

7. Performance on Risk-based Plan
Internal Audit effectively delivered on the implementation of the operational plan except for the
following;
- Due to the vacancy within the Local Economic Development (LED) office, the audit for LED
could not be performed and was replaced with an audit on Procurement and Contract
Management.

- Quarter 4 Performance Management was not reviewed by Internal Audit.

8. High level summary of each audit area
a. Quarter 1, 2 and 3 of Performance Management
o Incorrect indication of targets achieved;
o Incorrect/Inaccurate supporting evidence;
o Updates not performed on the Ignite Performance Management system
b. Tourism
o No formal signed Job Descriptions;
o Inaccurate tourism data reported
c. Registration
o Authenticity/reliability of hand delivered Post register;
o Reference number of mail written on register not cross referenced to mail register;
o No control over incoming/outgoing correspondences;
o Expired fire extinguishers;
o No restricted access fo creditors files;
o Incomplete employee personal files
d. Subsistence and Travel Allowance
o Outdated S&T policy; il e !
o Job descriptions of supervisor and creditors' Clerk;
o Insufficient supporting evidence attached fo claims;
o Incorrect km's claimed;
o No evidence of event attended
e. Deviations
o 3 Quotations received from the same supplier:' |
o Deviations identified but not in the deviation list;
o Only Pro-forma invoices received and paid;
o Supporting evidence not attached to payments made
f. Fleet Management ' '
o Absence of a fleet maintenance plan;
o Absence of signed job descriptions;
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Annual Internal Audit Report 2016/17

o Trip authorisations do not have the necessary supporting evidence;
o Safeguarding of information and assets (fuel cards & vehicle keys)
o Pre and post vehicle inspection checklists not completed
g. Follow up Audlits
Internal Audit continuously fo!lc_jw;ed Up on outstanding In’rer_nal Audit Gcﬁons_os these become

due for implementation (normally within 30 days).

9. Risk Management : :
During the 2016/17 financial year, the Narmakwa District Municipality did not have a functional Risk
Management unit. For the purpose of compﬂing ’r‘h‘e'-ln‘remol Audit plans; the unit updated the risk
registers.

During the risk assessment performed, it was noted that the Municipality had 17 high inherent risks of
which 10 were audited as part of the internal audit processes: which is a 59% coverage.

During this financial year Internal Audit could not advice management on the effectiveness of Risk

Management processes.

10. Performance Management

During the 2016/17 financial year The Namakwa District Municipality implemented an electronic
performance management system to effectively manage performance information. Difficulties are
still experienced with timely updates and the upload of the correct supporting evidence.

Management will in future address these concerns.

11. Auditor General Action Plan

The Internal Audit unit compiled the AG Audit Action Plan (based on the 2015/16 Audit
outcome/findings raised) and submitted it to Provincial Treasury on 31 January 2017 as required.
Follow-ups were performed on the implementation of the actions by MonageménT. By 30 June 2017

the total implementation rate of corrective measures were at 57%.

12. Disciplinary Board

The Namakwa District Municipality has a functional Disciplinary Board which comprises of the Internal
Auditor, the Director of Corporate Services and a member of the Audit Committee. The Committee is
appointed as per the Municipal Regulations on Financial Misconduct Procedures and Criminal

Proceedings of 30 May 2014 and as per Council Resolution dated 7 July 2016.

During the 2016/17 financial year the Committee performed a preliminary investigation of 3 cases
whereby the results were reported to Council during November 2016. No other cases were reported

for investigation,
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Creation of a thousand job opportunities through the community public works pro

Namakwa District Municipality
SDBIP 2016/2017: Top Layer SDBIP Report

gramrna as part of 4,5 million EPWP job

Ref National Outcome National KPA KPI
TL37 |Decent employment through Local Economic Development Greale full time equivalent (FTE's) through
inclusive economic growth es;pendllure with the EPWP job creation by
30 June 2017
2
TL44  |Decent employment through Local Economic Development Create full time equivalent (FTE's) by 30
inclusive economic growth Ju‘he 2017 with the refurbishment of
n‘i'nlmpal accommodation and tourism
g |waikways
TL46 |Decent employment through  [Local Economic Developmérit B% spent by 30 June 2017 of ths allccalinn
inclusive economic growth t the 2016/17 financial year fof the
refl blshmenf of mUnicipal accomimodation
tourism walkways [(Actual expenditure /
by the fotal allot:a!lnn for 20161 7)x1 00]
Ensure sustainable economic and social transformation in the Dlstnct
Ref ‘National Qutcome Natlonal KPA_ i KFI R
TL7 A development-orientated Basic Semce Delivery C'h host a annuat ARV funchon foi‘
public service and inclusive v nersb!e childien in collaboration with
citizenship District Depar meht of Haanh by 31
Decémber 2016 ©
TL8 A development-orientated Basic Service Delivery Arfange the Mathemalics Awarci Ceremony
public service and inclusive for schools in the district in collabdration with
citizenship the district Depar(rnen! of Education by 3
P o 2---|March-2017 ==
TLS A development-orientated Basic Service Delivery Arrange the top 5 schools and top 10
public service and inclusive learners Award Ceremony by 28 February
citizenshi 2017
TL11  |A development-orientated Basic Service Delivery Support Community Based Organisations for
public service and inclusive vulnerable groups
citizenship
TL12 |A development-orientated Basic Service Delivery Host commemorative days as per the
public service and inclusive approved list
citizenship
TL13 |A development-orientated Basic Service Delivery Support disadvantaged leaners with
public service and inclusive educational needs in terms of the Back to
citizenship School Campaign
TL14 |Improve health and life Basic Service Delivery 90% spent by 30 June of the HIV/AIDS
expectancy conditional grand in terms of the approved
business plan [(Actual expenditure / by total
grand received)x100]
TL15  |Improve health and life Basic Service Delivery Coordinate the meeting of the District
expectancy HIVIAIDS Council that includes the meetings
of the Civil Society Forum
TL16  |Improve health and life Basic Service Delivery Establish a district Disability Forum by 30
expectancy September 2016
TL17  |Improve health and life Basic Service Delivery Coordinate the meeting of the Disability
expectancy Forum
TL18 |A development-orientated Basic Service Delivery Establish a district Moral Regeneration
public service and inclusive Forum by 30 September 2016
citizenshi
TL19  |A development-orientated Basic Service Delivery Coordinate the meeting of the Moral
public service and inclusive Regeneration Forum
citizenship
TL20 [Decent employment through Basic Service Delivery 90% spent by 30 June 2017 of the allocation
inclusive economic growth for the 2016/17 financial year for the
Northern Cape Fishing Harbours by 30 June
2017 [(Actual expenditure / by the total
allocation for 2016/17)x100]
TL21 |Protection and enhancement of |Basic Service Delivery Compile a Estuary Management Plan and
environmental assets and submit to council by 30 June 2017
natural resources
TL38 |Decent employment through Local Economic Development Altend 4 tourism marketing exhibitions to
inclusive economic growth promote the Namakwa region as a tourism
destination during the 2016/17 financial year
TL43 |A development-orientated Basic Service Delivery Arrange the Drama Roadshow for learners in

public service and inclusive
citizenship

the District in collaboration with the District
Department of Education by 31 July 2016

Ensure the implementation of environmentally sustainable practices, along with an integrated aj

National Outcome National KPA

Ref KPI
TL22 |Protection and enhancement of |Basic Service Delivery Create person days work in terms of the
environmental assels and Working for Water project
natural resources
TL23 |Protection and enhancement of |Basic Service Delivery Clear alien vegetation in terms of the

snvironmental assets and
natural resources

Working for Water project

Annexure A

roach to addressing climate change response, across all sectors




TL34  |Protection and enhancement of |Basic Service Delivery Take monthly samples of bacteriological and
environmental assets and chemical levels of potable water in towns and
natural resources communities within in the district

TL35 |Protection and enhancement of |Basic Service Delivery Conduct at least one environmental
environmental assets and educalion initiative per month per local
natural resources municipality (excluding December and

January)

TL36 |Protection and enhancement of |Basic Servica Delivery Submit Municipal Health Services Strategic
environmental assets and Plans for air quality, waste management and
natural resources Climate Change to Council by 31 March

2017
Ensuring the delivery of basic services which include water, sanitation, electricity and waste management
Ref National Outcome National KPA KPI

TL1 A responsive and accountable, [Basic Service Delivery The percentage of the municipal capital
effective and efficient local budget actually spent as at 30 June 2017
government system (Actual amount spent on capital

projects/Total amount budgeted for capital
projects)X100

Transformation of administrative and financial systems of NDM and relevant B-Municipalities, which includes supply chain management

Ref National Outcome National KPA KPI

TL2 A responsive and accountable, |Good Governance and Public Participation |Develop the Risk Based Audit Plan for
effective and efficient local 2017/18 and submit to the Audit Committee
government system by 30 June 2017

TL3 A responsive and accountable, [Good Governance and Public Participation  |80% of the RBAP for 2016/17 implemented
effeclive and efficient local by 30 June 2017 [(Number of audils and
government system tasks completed for the period/ Number of

audits and tasks identified in the RBAP for
2016/17)x100]

TL4 A responsive and accountable, |Good Governance and Public Participation  |Co-ordinale the maeting of the Dislrict
effective and efficient local coordinating forum (Technical)
government system

TL5 A responsive and accountable, |Good Governance and Public Participation  |Publish 4 Namakwa Dislrict Municipality
effective and efficient local News letters by 30 June 2017
government system

TLE |Aresponsive and accountable, |Good Governance and Public Participation | Submit the draft Annual Report to Council by
effective and efficient local 31 January 2017
government system

TL24 (A responsive and accountable, [Municipal Financial Viability and Financial viability measured in terms of the
effeclive and efficient local Management municipality's ability to meet it's service debt
government system y obligations as at 30 June 2017 (Short Term

: Borrowing + Bank Overdraft + Short Term
Leasa + Long Term Borrowing + Leng Terrn
Lease) [ Total Operating Revenue -
Operaung Conditional Gram

TL26  |A responsive and accountable, Municipal Financial V|ab|I|ty and Fmanmal viabilily | rneasured in terms of the
effective and efficient local Managemeni 4 available cash to cover fixed operating
governmam systern expenddure as al 30 Junie 2017 ((Cash and

Cash Equwa nis - Unspenl Gonditienal -
Grapls - Oye;draﬂ) + Short Term Investiment)
/ Monthly Fixed Opefational Expendilure
excluding (Daprealatiqn. Amorlisation, and
Praylslon for Baq Dabis, Impalrmsnl and
Loss on stpasal of Assels})

TL26  |Aresponsive and accountable, |Municipal Financial Vlabmly and T ubmit the adjuslme’nls budget for
effective and efficient Jocal Management onsideration to Colnicil by 28 February
government system Fe Faas G

TL27 s Mummpal Financial Vlabl!iiy and i { Suhm;t the draft miain budget for

] Managamenl 3 emmderahon lo. Counc:ll by 31 March 2017

TL28 |Aresponsive and accounlab!e Municipal Flnancial Vlabmty and ; Submllthe final main budget for

3 stive and efficient local : Managemem conslderallon to Cuunql by 31 May 2017
go rnmant sys(am

TL29 A i'éSp'dr‘isiVe éhcl accountable, [Municipal Financial Viability and Submit the annual financial statements to
effective and efficient local Management AGSA by 31 August 2016
government system &3

TL30  |A skilled and capable workforce [Municipal Transformation and Institutional Number of people from employment equity
to support inclusive growth Development target groups employed in the three highest

levels of management in compliance with a
mgiicipality's approved employment equity
plan

TL31  |A skilled and capable workforce [Municipal Transformation and Institutional | The percentage of the municipality's
to support inclusive growth Development personnel budget actually spent on

implementing its workplace skills plan by 30
June 2017 ((Actual amount spent on
training/total personnel budget)x100)




TL32

A skilled and capable workforce
to support inclusive growth

Municipal Transformation and Institutional
Development

Limit the vacancy rate to less than 10% of
budgeted posts by 30 June 2017 ((Number of
budgeted posts filled/Number of budgeted
posts on the organogram)x100)

TL33

A skilled and capable workforce
to support inclusive growth

Municipal Transformation and Institutional
Development

Submit the reviewed organogram to Council
by 30 June 2017

TL39

Decent employment through
inclusive economic growth

Basic Service Delivery

100% spend of the RRAMS grant allocation
interms of the approved business plan by 30
Jiine 2017 (Actual expenditure/total grant
allbcation received)x100

TL40

Decent employment through
inclusive economic growth

Municipal Transformation and Institutional
Development

Eglabllsh a District Joint Municipal Planning
Tribunal in terms of SPLUMA by 30
s‘f.eptember 2016

TL41

Decent employment lHr‘o_ugh
inclusive econoriic growth

Basic Service Deli\.‘réi'y

mn% 3pend of the Khmso Pula Na ai
allncation in terms of the approved business
plan and techical re :
tActual ex ndllure.'lmal gran[ allocatmn

recelved)xl 00

TL42

Decent employment through
inclusive economic growth

Municipal Transformation and Institiiional
Development

Submiit the final five yéar |DP for 2017!18 5
2021/32 1o Gouricil for approval by 30 May
2017







