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1.CHAPTER 1

1.1 MAYOR’S FOREWORD AND
EXECUTIVE SUMMARY
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1.2 Municipal Managers Overview

MUNICIPAL MANAGER’S OVERVIEW 2017/18
FINANCIAL YEAR

UMZUMBE
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1.3 Municipal Functions, Population and Environmental Overview

Municipal Functions
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UMZUMBE MUNICIPALITY FUNCTIONS

DISTRICT FUNCTIONS

SHARED SERVICES
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1.4 Demographics
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1.5 Service Delivery Overview

1.5.1 Water
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1.5.2 Local Economic Development (LED)
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1.5.5 Storm Water Drainage
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1.5.6 Local Planning Approvals
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2. CHAPTER 2: GOVERNANCE
2.1 COMPONENT A:

2.1.1 Political and Administrative Governance

Introduction to Political and Administrative Governance
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Political Governance

POLITICAL STRUCTURE
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POLITICAL DECISION-TAKING
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2.1.2 Administrative Governance
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2.2 COMPONENT B: INTERGOVERNMENTAL RELATIONS
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2.2.1 Intergovernmental Relations

Provincial Intergovernmental Structure
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2.3 COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION

Overview of Public Accountability and Participation
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2.3.1 Public Meetings

Communication, Participation and Forums
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Photo: New Ward Committee members
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Public Meetings
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2.3.2 IDP Participation and Alignment

IDP Participation and Alignment Criteria* Yes/No
5284 (KS Y dzyt0iLII-fi@ KIS 1Y LI00L 22002 ST Lzt 2dziLidzd lyRIOI-i21i3K Sa
5283 (KS L5t KIS LI2NiiSar 20:5001¢Sar YAl RSASE2LIY Syl &l-1S31SaK .Sa
5284 (KS 5t KIS Y drtiingSHi (1MESiaK Sa
1S (KS 1:620S 1413ySR I-yR 0l-y (KSg O1-€0dzt1-0S hyh2 I 3020SK .Sa
5253 (1KS 6d:R3SH 163y RISt (2 (KS YtLa ty (KS &lNI-GS310 LifI-yK Sa
52 (KS L5t Ytla 3y i2 (KS {S0iizy pc aly1-3SiE Sa
52 (KS 5t YtlLa tSIR 2 TiryOli2y1£ HISI- YL& 14 LS (KS {5 . LtK .Sa
52 (KS |5t Ytla 3y @ik (KS L2glyOll€ YtLa 2y (KS mu hdzi02Y Sa .Sa
24)S (KS lyRIOIi21E 02 Y'Y dzyi01-0SR {2 (KS Liz6ti0K .Sa
23S (KS 2420 1jdzMIGS0 1-13ySR NSLI2Na &0 Y HISR @hikhy aliLizI-iSR dY'S Tl-Y SaK .Sa

2.4 COMPONENT D: CORPORATE GOVERNANCE
2.4.1 Overview of Corporate Governance
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2.4.1.1 Risk Management
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2.4.1.2 Anti-Corruption and Fraud
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&

Functio Fraud Risk
No. nal Title/Descript
Area/BA ion

Umzumbe

Fraud

Period: 2017/18

Root Cause

Internally/
Externally
Perpetrate
d

DEPARTMENT: CORPORATE SERVICES

Abuse of
leave and
absenteeism
by municipal
officials for not
processing
leave days
taken or for
not completing
the
documentatio
n required for
leave and
documents
not being
authorised by
management
resulting in a
loss to the
Municipality.

1. Lack of
monitoring
and
supervision by
management;
2. Lack of
reconciliation;
3. Unethical
behaviour by
municipal
officials;

4. Non-
adherence to
the Leave
policy;

5.

Authorisation
of leave not
done
timeously.

Internally

Impact on Likelihood
the of
organisati occurrenc
on e

Significant

Inherent
risk
exposure

Moderate

Municipality
Register

Current business
processes / controls
in place to manage
identified risk

1. Leave policy is in
place;

2. Biometric system is
in place which monitor
the attendance and
access onto the
municipal offices;
3. Manual attendance
registers are utilised
when the electronic
(Biometric system) is
not functional;
4. Payday electronic
system is in place
whereby electronic
leave forms  are
submitted to
managers/supervisors
and once approved is
submitted to  the
relevant HODs and
thereafter to HR;
5. Exception report
from the biometric
system are printed and
handed to the relevant
HoD and tabled at the

Exco meetings;
6. Code of Conduct is
in place;

7. Sick notes are
required when leave is
taken for two or more
days.

Perceived
control
effectiveness

Satisfactory

Residual
exposure

Priority 4

risk

Mitigating action plans to
further address the residual
risk exposure

1. Leave policy to be reviewed
on an annual basis and to
include that sick notes must be
produced if an official has
taken sick leave on either a

Monday or Friday;
2. Leave policy to be
workshopped annually;

3. HR to conduct monthly leave
reconciliations on leave taken
vs. the attendance register and
to attach all relevant
supporting documentation;
4. Ethics training to be
workshopped to all municipal
officials on a annual basis;
5. Management need to
develop a reporting tool or
document in  order for
supervisors/HODs to monitor
time spent by municipal
officials during site visits.

Date of Action Plan

1. 30 June 2018;

2. 31

Dec 2017;

3. 31 Dec 2017 and

thereafter
monthly

on

a
basis;

4. 30 June 2018;

5. 30 Nov 2017 and

thereafter
monthly basis.

on

a

Ve

A BETTES

Umzumbe

MuNICIPAL

= e

Action
status

Action owner

Risk Owner: Municipal Not
Manager

Action Owner:
Director Corporate

yet

commence
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HR - Ghost | 1. Lack of [ Both Significant Likely Moderate 1. Annual Headcounts | Good
employees monitoring performed internally
created on and (internal  audit and
payroll in | supervision; HR);
order to divert | 2. Negligence; 2. Approved
salaries and | 3. Unethical organogram in place
benefits to Behaviour; and officials not
existing 4.  Collusion reflected on
employees or | between Clirs, organogram are not
the lack of [ Municipal appointed without
termination of | officials and approval;
employee third parties. 3. Biometric system in
contracts that place that records the
result in funds movement of
being municipal officials;
diverted. 4. Segregation of

duties is in place;
- Allowances 5. Communication
paid to between HR and
employees payroll for new
without appointments and
proper/valid termination of
documentatio municipal officials;
n. 6. Monthly variance
reports performed by
the Finance
department on the
salaries paid and any
deviations are
investigated.

HR The 1.  Unethical | Both Significant Likely Moderate 1. Recruitm | Good
misrepresenta | behaviour; ent and
tion of | 2. Political Selectio
experience influence and n policy
and pressure; in place;
fabrication of | 3. Lack of pre- 2. Pre-
qualifications appointment screenin
by candidates | screening for g of
during the | officials below municipa
recruiting Section 54 | all
process in and 56 officials
order to be managers; and
appointed by | 4. Non- section
the adherence to 56 and
Municipality. the 54;

Recruitment 3.
This could | policy; Vetting
also happenin | 5. Lack of of  the
conjunction supervision candidat
with nepotism and es for all
or political | monitoring. municipa
influence, | officials
where a and
specific section
candidate is 55 and
favoured 56.
without 4. HR to
considering conduct
verificati

1. Trend analysis to be
conducted on a quarterly basis
by Internal Audit;
2. Headcount needs to be
performed regularly by Internal
Audit/HODs;

3. A list of all municipal
officials per department needs
to be authorised and signed by
the relevant HOD and then
submitted to payroll in order for
salary payments to be
effected.

1. 31 Dec 2017;
2. 31 Dec 2017,

3. 10 October 2017
thereafter by the 10th
of each month. And
Directors submit
approved reports back
to HR by 15th of every
month

Risk Owner: Municipal
Manager

Action Owner:All
HODs

Internal Audit
HR Manager

Not yet
commence
d

1. Review of Recruitment and
Selection  Policy  annually
2. Vetting of the candidates for
all municipal official prior to
appointment.

3. Reference checks are
performed prior to appoint the
successful candidate.

1. 30 June 2018;
2. 01 Oct 2017.

3. 01 Oct 2017

Risk Owner: Municipal
Manager

Action Owner:
Director Corporate
Services

Not yet
commence
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their
qualifications.

on of
qualificat
ions
through
SAQA;
5.
Referen
ce
checks
are
performe
d by HR;
6. Panel
member
s who
conduct
the
interview
sign  a
declarati
on of
interest;
7.
Municipa
|
Manager
signs off
on the
selected
candidat
€
8.
Psycho
metric
testing
are
performe
on
section
54 and
56
appoint
ments.

HR

Manipulation
and relaxation
of job
requirements
and
specifications
of  available
positions  in
order for the
municipality to
employ their
preferred
candidates.
This could
also occur in
conjunction

1. Lack of
approved job
specifications
for each
position when
the
organogram is
being
approved by
Council 2.
Collusion
amongst
Senior
Officials.3.
Management
overriding the

Both

Significant

Likely

Moderate

1. Recruitment and
Selection  policy in
place2. Approved Staff
Establishment by
Council; 3. HR
manager drafts job
specification or advert
in  conjunction  with
user department and
Director: Corporate
Services.

Good

1. Review of Recruitment and
Selection Policy annually.

1. 30 June 2018

ManagerAction
Owner:Director
Corporate Services

Risk Owner: Municipal

Not yet
commence
d
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with
Nepotism.

internal
controls.

HR

Employees
claiming
overtime that
has not been
worked or
inflating
overtime
hours worked.

1. Lack of
supervision
and
monitoring
managers and
supervisors
within  each
department.
2. Poor
planning of the
overtime
required.

3. Non-
compliance
with the
overtime
policy.

4. Lack of
ethics.

5.
Management
override of
internal
controls.

6. Collusion of
employees.

Internally

Significant

Likely

Moderate

1. HR Policy in place.
2. Overtime forms and
supporting document
to work overtime.
3. Approval of
overtime by
responsible supervisor

Regular monitoring by
supervisors

Ongoing

Risk Owner: Municipal
Manager

Action Owner:
Director Corporate
Services

HR

Loitering  of
Municipal
employees
during working
hours.

1. Lack of
monitoring
and
supervision by
managers and
supervisors
within  each
department.
2. Lack of
ethics.

Inappropriate
corporate
culture.

4. Ineffective
biometric.

Internally

Significant

Likely

Moderate

1. HR Policy in place
2. Code of conduct.
3. Biometric System

1. Ethics awareness.
2. Improve supervisory
controls.

3. Develop guidelines in
respect of detecting,
monitoring and consequence
management  of loitering.
4. Develop and
implementation of time sheets

1. 31 Dec 2017;

4. 31 March 2018

Risk Owner: Municipal
Manager

Action Owner:
Director Corporate
Services

Not yet
commence
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Administ Abuse or | 1. Unethical Internally Significant Likely Moderate 1. IT policy is in place; | Good
ration Unauthorised behaviour; 2. Telephone and
use of | 2. Lack of cellphone policy is in
municipal enforcement place;
assets such | of policies (IT, 3. Soft locking for cell
as laptops, cell phone, phones (usage limit
cell phones or internet  and varies per
land lines | landline); designation);
(Telecommuni 3. Lack of 4. Pin  codes for
cations) by | supervision telephone use;
municipal and 5. Asset Management
officials for | monitoring. policy in place;
personal 6. Asset register in
use/gain place.
resulting in
financial loss
for the
Municipality.
Administ Theft of goods | 1. Greed and | Both Significant Likely Moderate 1. Issuing/Control | Satisfactory
ration from Registry unethical Register.
conduct by
Municipal
Officials.
2. Inflating the
requested

goods and
stealing these
goods  once

issued by
stores for
personal gain.
3. Lack of

segregation of
duties.

4. Inadequate
controls
relating to
issuing of
goods at user
department
level.

5. Lack of
supervision
and
monitoring.

6.  Collution
between
services
providers and
the
municipality.

Priority 4

1. Investigate the possibility of | 1. Monthly reports; | Risk Owner: Municipal | Not yet
an external service provider to Manager commence
assist with monitoring the d

usage of telephones by | 2.31 December 2017. | Action Owner:Director

municipal officials and to Corporate Services

provide itemised billing reports 3. Monthly reports

per official (Telkomy;

2. Telephone and Cellphone

policy to be reviewed and

workshopped annually.

3. Telephone usage report

1. Regular surprise inventory Immediately Risk Owner: Municipal Not yet
counts by  Administration Manager commence
Manager. d

2. Stocking as per mSCOA Action Owner: Director

compliance. Corporate Services

3. Training of Registry staff on
managing of inventory.
4. Introduction of system
request by all municipal
officials.
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10

Administ
ration

Administ
ration

Misuse of
municipal
vehicles  for
personal trips
resulting in a
financial loss
to the
Municipality.

Theft of fuel by
the Municipal
officials.

1. Unethical
behaviour;
2. Non-
adherence
and lack of
enforcement
to the Fleet
policy;

3. Lack of
supervision
and
monitoring.

1. Greed and
unethical
conduct by
Municipal
Officials.2.
Lack of
timeous
reconciliations
of the fuel
reports
received from
the  external
supplier/contr
actors. 3. The
municipality is
dependent on
external
service
providers  to
provide fleet
reports4. Lack
of supervision
and
monitoring.5.
Collusion
between
officials  and
services
providers.

Internally

Both

Significant

Critical

Likely

Almost
certain

Moderate

1. Fleet Management
policy is in place;
2. C-Track tracking
unit is installed in all
municipal vehicles;
3.  Pre-authorisation
forms are authorised
by the manager and
the Fleet Officer with
supporting
documentation
attached  (Indemnity
forms, request forms);
4. Asset Management
policies are in place;
5. Vehicle log book is
updated on an
ongoing basis.

1. Fuel report (ABSA)
to monitor the
consumption of fuel
and is provided to the
Municipality on a
monthly  basis; 2.
Diesel bouser Gauge.

Good

Weak

1. Review and workshop the
Fleet Management policy on
an annual basis;
2. Reports on all fleet issues
need to be compiled and
distributed to the relevant
HODs. This will be an item on
the agenda at the MANCO
meetings;

1. Comparison of the fuel
consumption vs kilometers
travelled to be performed on a
monthly basis by Corporate
Services.2.  Regular  spot
checks by Director on Diesel
bouser Gauge against manual
book.

1. 30 June 2018;

2. Ongoing;

1. December 20172.
01 October 2017

Risk Owner: Municipal
Manager

Action Owner: Director
Corporate Services

Risk Owner: Municipal

ManagerAction
Owner: Director
Corporate  Services
Director Technical
Services
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11 IT Unauthorised
access to
municipal

systems and
data  shared

folders ie.
access to
Financial
systems/SCM
Master file
system by IT
or
programmers
including

Super user
access. This
can result in
the
unauthorised
alteration  of
information
payroll/vendor
information to
divert
payments -
(including
employees
who have
resigned/susp
ended and
Interns still
having access
to  Municipal

1. Unethical
Behaviour;
2. Non-
compliance by
municipal
officials of the
IT policy to
gain
unauthorised
access;

3. Collusion
between
municipal
officials  and
third  parties;
4. Hacking.

DEPARTMENT: FINANCE

Both

Catastrophi
c

Possible

a) Data Security Policy
b) Network Security
c) Firewall
d) Audit Trails
e) User Access Form
(submitted by HR)

Good

Priority 4

1. The IT Policy will be
reviewed and adopted by the
Council

2. Staff will be workshopped on
the Policy

1. 30 June 2018;

2. 30 June 2018;

Manager

: Corporate Services

Risk Owner: Municipal

Action Owner: Director

Not yet
commence
d
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Priority 4

1. Investigate to implement a
complete vetting service of
supplier and employee
databases by an external
service provider;
2. Ethics and the Code of
Conduct needs to be
workshopped to all municipal
officials on a regular basis;
3. SCM policy to be
workshopped to all municipal
officials.

1. 30 June 2018;

2. 30 June 2018;

3. 30 June 2018.

Risk Owner: Municipal
Manager
Action Owner:
CFO

Director Corporate

SCM Conflict of | 1. Unethical | Both Critical Likely High 1. MBD4 forms in | Good
interest by | behaviour; place which requires
municipal 2. Non- suppliers to declare
officials where | adherence to interest;
financial the Code of 2. Declaration  of
business Conduct; interests for municipal
interests  with 3. Lack of officials and
other vetting; councillors done
municipalities 4.  Collusion annually;
and between 3. MFMA and Code of
stakeholders municipal Conduct prohibits
have not been | officials and employee (councillors
declared service and employees) doing
which results | providers. business with the
in  municipal state;
officials 4. Vetting of suppliers
favouring such via VAT number, tax
suppliers  to clearance from SARS;
gain a 5. Cross referencing
financial between Auditor
benefit. General database and

supplier database for
potential Conflict of
Interest;

6. Ugu district has a
hotline service that is
shared between the
local  municipalities;
7. SCM processes are
reviewed by internal
audit on a biannual
basis;

8. There is a fraud
prevention plan that is
updated annually done
by internal  audit.
9. Central Supplier
Database

SCM Manipulation 1.  Unethical | Both Critical Possible Moderate 1. SCM policy is in | Good
of tender | behaviour; place;
specifications 2. Political 2. Bid committees are
by municipal | Influence; in place;

officials and/or
tender
consultant in
order to favour
a  preferred
service
provider to
obtain a
financial
benefit.

3. Collusion
between the
municipal
official and
service
providers.

3. Declaration forms
are signed for every
sitting by committee
members;

4. Training and
workshop of the SCM
processes to SCM
officials;

5. Code of Conduct is
signed by all SCM
officials;

6. Rotation of
suppliers on the SCM
database;

7. Use of the tender
defaulters list supplied
by Treasury.
8. MSCOA

1. SCM policy to be reviewed;
2. SCM policy to be
workshopped to all municipal
officials.

3. Ethics and the Code of
Conduct needs to be
workshopped to all municipal
officials on a regular basis.

1. 30 June 2018;

2. 30 June 2018;

3. 30 June 2018.

Risk Owner: Municipal
Manager

Action Owner: CFO
Director Corporate

Not yet
commence
d

Not yet
commence
d
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SCM Price fixing by | 1. Failure to | Both Significant Possible Low 1. Declaration of | Satisfactory
service honestly interest for SCM
providers. declare Officials, Bid

financial Committee  Members,
interest by Senior and Middle
officials, Managers as well as
Councillors Councillors.2.

and  Service Evaluation of quotes
Providers.2. and bids received.3.
Inadequate Competitive  bidding
processes to process.4.

deal with Implementation  and
inflated prices utilisation of Central
within the Bid Suppliers  Database
process3. (CSD).5. Take action
Collusion against Tender
between defaulters.
Councillors,

officials  and

the service

providers.4.

Bribery  and

sharing of

confidential

information.5.

Collusion

among service

providers.

SCM Abuse of | 1. Poor | Both Significant Possible Low 1. Procurement plan | Good
section 36 or | planning; submitted to SCM at
intentional late 2 Non- the beginning of each
submission of | adherence to FY;
requisitions the SCM 2. All requisitions must
resulting in | policy; be submitted to the
bypassing of | 3.Collusion by SCM department 7
controls. municipal days prior to the event;

officials ~ and
service
providers;
Late
provision  of
funds from
provincial
government
resulting in a
pressure  to
utilise the
funding.

3. SCM policies and
procedures are in
place;

4. Requisitions are
signed off and
approved by the
relevant supervisors;
5. Deviation forms has
to be signed off by the
HoD and MM and then
reported to the
Council;

6. Segregation  of
duties is in place;
7. Sample checks are
done on Section 36
requests by Internal
Audit and  Audit
Committee;

8. System rotation of
suppliers on the SCM
database;

9. Report on business
and cash plans in
respect of grant

1. Compliance with provisions
of the competitive bidding
process.2. Review of the SCM
policy to address the issue of
price fixing.3. Implementation
and enforcement of the SCM
Policy to deal with cases of
collusions.4. Consequence
management in respect of non
compliance.5. Implement zero
tolerance policy to fraud and
corruption.

30 June 2018;

ManagerAction

Director Corporate

Risk Owner: Municipal

Owner: CFO

Not yet
commence
d

1. Enforce that the
procurement plan is adhered
to;

2. Workshop to all municipal
officials on the SCM policy and
procurement plan.

30 June 2018

Manager

Director Corporate

Risk Owner: Municipal

Action Owner: CFO

Not yet
commence
d
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funding to be utilised
timeously.

SCM Acceptance of | 1. Greed. Both Significant Possible Low 1.Compliance with the Good
bribes( 2. Living Code of conduct.
kickbacks) beyond your 2. Investigations of
by municipal | means. irregularities are
officials and | 3. Lack of conducted.
Councillors ethics. 3. Adherence to SCM
from suppliers | 4. Lack of code of conduct.
in order to | internal 4. Corporate Culture
influence / | control in Programme.
manipulate place to
the award of | ensure that all
contracts or | tenders are
payment to | processed
suppliers. without  any

internal
influence.

Creditors | Payment for | 1. Poor | Both Critical Likely High 1. SCM policy is in | Good
goods/service planning; place;
snotrendered | 2. Unethical 2. Goods received
or for the poor | behaviour; note signed off by the
quality/substa 3. Negligence; user department;
ndard work or | 4. Vague 3. Sign off by the
the specifications; respective Line
overstatement | 5. Unqualified manager of payment
of progress on | supplier; certificate  prior  to

the project
due to poor
project
management.

6. Falsification
of completion
certifications;
7. Lack of
monitoring
and
supervision;
8.  Collusion
between
municipal
officials  and
service
providers.

payment to  verify
services that have

been rendered;
4. Invoices are
authorised by the
respective Line
manager and
submitted to Finance
for payment;

5. Segregation of
duties is in place;

6. All user
departments to verify
services provided;

7. Finance and
Technical
departments to report
on progress  on
projects  to  their
respective portfolio
committees;

8. Site visits are done
to check quality,
specifications,
measurements and a
progress  report s
compiled on a monthly
basis to which

Priority 4

Roll out Corporate Culture 30 June 2018 Risk Owner: Municipal Not yet
programme and fraud Manager commence
awareness programme.

Action Owner: CFO

Director Corporate
1. SCM policy to be | 30June 2018 Risk Owner: Municipal | Not yet
workshopped to all municipal Manager commence

officials;

2. All documentation including
the updated CIDB certificate to
be attached as supporting
documents to the invoice
before being submitted to the
CFO for payment;
3. Impromptu  site visits to be

conducted by the
MM/CFO/Internal Audit for the
relevant projects;

4. Ethics and the Code of
Conduct to be workshopped to
all municipal officials on a
regular basis.

Action Owner:
Municipal ~ Manager,
HODs and Internal
Audit
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photographs are
attached.  This is
performed by the
project manager and
contractor. This report
submitted to Finance
when  payment is
effected.

9. Sport Checks are
done

Creditors | Duplication of | 1. Collusion | Both Critical Likely
payments to | between
service suppliers and
providers/sup the user
pliers by | departments
resubmitting staff.2.Poor
the same | contract
invoices  for | management
payment or by | by the
submitting Municipality.
invoices  for | 3. Negligence
payment  of
goods/service
s not rendered

Creditors | Unauthorised 1. Limited | Both Critical Likely
changes  of | integration
supplier between the
information payment
and employee | system and
banking the  banking
details by | system.
employees 2.
with the | Misrepresenta
intention to | tion of
divert information
payments when the

1. Payments are | Good Priority 4 1. Prior to process the actual | On Risk Owner: Municipal
supported by the payment, supporting | goingOngoingOngoing | ManagerAction
relevant documents are checked to | (monthly) Owner: Municipal
documentation  duly ensure validity, accuracy and Manager, HODs and
signed by the completeness.2.  Statements Internal Audit
authorised officials are checked against

who received the invoices.3. Preparing of recons

service or goods.2. is done within 10 days of the

Suppliers are required following month.

to submit statements

reflecting the

outstanding

invoices.3. Processing

of the invoice is linked

to the  purchase

order.4. Preparation of

recons

Changes made in the | Good Priority 4 Continous  monitoring and | Ongoing Risk Owner: Municipal

system after receipts
of valid supporting
documents ( formal
letter from the
Company and the
Bank).

Banking Details to be
reflected on all
invoices

evaluation of controls.

Manager

Action Owner:
Municipal ~ Manager,
HODs and Internal
Audit

Not yet
commence
d
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(EFT  Fraud)
for  personal
gain.

service
providers are
registered on
the database
system.

3. Lack of data
encryption.

Asset
Manage
ment

Theft of
municipal
assets by both
the municipal
officials  and
external
persons.

1. Ineffective

security.
2. Greed and
unethical
conduct by
municipal
officials.
3. Collusion.
4. Non

adherence to
asset
management
policy.

Both

Critical

Likely

1. Fixed Asset register
in place and is updated
on monthly basis.
2. Asset
reconciliations are
done monthly.
3.Assets Management
Policy.

4. Assets verification
process.

Good

Priority 4

1. Continuous monitoring of
the monthly asset
reconciliations

2. Continuous monitoring of
the Asset Policy and the Fixed
Asset register.
3. Continuous verification of
assets.

4. Consequence management
in respect of non compliance.
5. Implement zero tolerance
policy to fraud and corruption

on going

Risk Owner: Municipal
Manager

Action Owner:
Municipal ~ Manager,
HODs and Internal
Audit
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Collusion by
municipal

officials ~ with
third parties in
respect of the
use of
municipal

property

resulting in the
illegal usage
of  municipal
assets/land.

1.  Collusion
between
municipal
officials  and
third  parties;
2. Unethical
Behaviour;
3. Greed.

Abuse of S&T
claims by
claiming

expenses that
are not work
related or to

inflate S&T
claims with
fictitious
claims,

resulting in a
financial loss
for the
Municipality.

1. Unethical
Behaviour;
2. Collusion
between
municipal
officials;

3. Lack of
monitoring
and
supervision.

« For (10) community
facilities  caretakers
were employed on
contractual basis for
the period of 2years
« Two booking records
are kept at ward level
(one for community
members and the
other one for
government

departments.

« Bookings are made
at ward levels through
caretakers who in turn
will inform the officer
from Community
Services to expect it.
« A form will be
completed by the
caretaker on
establishing the
availability of the hall
for the date in question
« Facilities where there
is no caretaker are not
easy to manage and
ward councilors are in
charge of the
bookings.

a) HR Policy
b) Claim Form
c) ltinerary

« Cottages to be built for
caretakers so that they are
available for 24hours on the
premises of the facility
« Alternatively, to appoint
caretakers with licenses and
have access to the company
vehicles to curb the challenge
of opening and closing at the
end of the event.
« To appoint the supervisor for
caretakers who will roam
around all the 20 wards
collecting money for bookings,
checking for caretaker's and
facility needs etc.
* Challenges of community
members residing a distance
away from the municipality
having to collecting refunds
from the municipality can be
curb  through an  EFT
transaction.

« Due to financial constraints,
facilities that do not have a
caretaker to utilize ward
committees that are paid for

administration tasks.
« Purchasing of electricity for
community facilities.

« Policy to be formalized with
regards to leave for
caretakers.

* In order to cater for
community facilities situated
far from the municipality to
introduce the EFT system this
will maximize the safety of
these caretakers.

Risk Owner: Municipal
Manager

Action Owner:Director
: Social & Community
service

1. Standard KMs within KZN
2. Committee set up to develop
a standardised KMs.

Risk Owner: Municipal
Manager

Action Owner: Director
: Corporate Services;
CFO
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2.4.1.3 Supply Chain Management
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2.4.1.4 By-Laws
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2.4.1.5 Municipal Website

Municipal Website: Content and Currency of Material
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3.  CHAPTER 3 — SERVICE DELIVERY PERFORMANCE (PERFORMANCE REPORT
PART 1)

3.1 COMPONENT A: BASIC SERVICES

3.1.1 Water Provision
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Photo: Community Stand Pipe

Waste water (Sanitation) Provision

¢KS 2yB 4868 2Ly ty 1Y Ty 68 18 +SyBitliSR til LYLI20SR [I-itySa sxltie . 14SR 2y (KS NS0SyE Hame
/2Y Yyl {gSer kS alyiil-ii2y 6101623 1 Saity SR 1 oz 27 K20aSK2tRa SilK alylilii2y 08t26 (kS
w5t AllyRIIRe {IyAll-i2y 121l K20aSK2(R4 1 w5t allyRIHIR 18 otz 0

Page 55 of 248



Photo: VIP Toilets

3.1.2 Electricity
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Project Name

Annual Target

Annual Actual

Status
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Table indicating electricity service delivery levels

Households - Electricity Service Delivery Levels below the minimum

Households

Year -3 Year -2 Year -1 Year 0

Description Actual Actual Actual OIghel | ACE S Actual
Budget Budget

No. No. No. No. No. No.
Formal Settlements
Total households 8,000 6,000 6,000 10,000 10,000 10,000
Households below minimum service level | 1,063 750 550 3,600 3,600 3,600
Proportion of households below
minimum service level 13% 13% 9% 36% 36% 36%
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3.1.3 Waste management (Refuse collection, waste disposal, street cleaning and recycling)

Introduction to Waste Management

AAAAA
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Photo: Community Works Programme
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Solid Waste Service Delivery Levels

Households
Descrintion Year -3 Year -2 Year -1 Year 0
P Actual Actual Actual Actual
No. No. No. No.
Solid Waste Removal: (Minimum level)
Removed at least once a week 685 562 560 200
Minimum Service Level and Above sub-total 685 562 560 200
Minimum Service Level and Above percentage | 19.7% 15.7% 17.3% 6.8%
Table indicating solid waste delivery levels
Households - Solid Waste Service Delivery Levels below the minimum
Households
Year -3 Year -2 Year -1 Year 0
Description Actual Actual Actual Oghel | AL Actual
Budget Budget
No. No. No. No. No. No.
Formal Settlements
Total households 8,000 6,000 6,000 100,000 100,000 100,000
Households below minimum service level 6,000 5,000 4,500 25,000 25,000 25,000
Proportion of households below minimum
service level 75% 83% 75% 25% 25%
25%

3.1.4 Housing
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Photo: Umzumbe Housing Project

Table indicating percentage of access to basic services

Percentage of households with access to basic housing
Year end Total households Households in formal Percentage of HHs in formal
(including in formal and settlements settlements
informal settlements)
Year -3 560000 350000 62.5%
Year -2 654000 450000 68.8%
Year -1 654000 500000 76.5%
Year 0 684000 540000 78.9%
7352
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Table indicating employees for Housing

Employees: Housing Services

Year -1 Year 0

Employees Posts Employees Vacancies (fulltime | Vacancies (as a %
Job Level equivalents) of total posts)

No. No. No. No. %
0-3 1 1 1 0 0%
4-6 0 0 0 0 0%
7-9 0 0 0 0 0%
10-12 0 0 0 0 0%
13-15 0 0 0 0 0%
16-18 0 0 0 0 0%
19-20 0 0 0 0 0%
Total 1 1 1 0 0%
Totals should equate to those included in the Chapter 4 total employee schedule. Employees and Posts numbers are as at 30
June. *Posts must be established and funded in the approved budget or adjustments budget. Full-time equivalents are
calculated by taking the total number of working days lost (excluding weekends and public holidays) while a post remains
vacant and adding together all such days lost by all posts within the same set (e.g. ‘senior management)) then dividing that
fotal by 250 to give the number of posts equivalent to the accumulated  days.
T3.5.4

Financial Performance Year 0: Housing Services
R'000
Year -1 Year 0
Details Actual Original Budget | Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 120 125 100 95 -32%
Expenditure:
Employees 125 244 250 248 2%
Repairs and Maintenance 25 244 250 248 2%
Other 45 244 250 248 2%
Total Operational Expenditure 195 732 750 744 2%
Net Operational Expenditure 75 607 650 649 6%
Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the difference between the Actual
and Original Budget by the Actual. T355
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3.1.5 Free Basic Services and indigent support
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3.2 COMPONENT B: ROAD TRANSPORT

3.2.1 Roads
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Photo: Loadbed
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Photo: Ntatshana Access Road
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Photo: Ntatshana Bridge
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Photo: Khathi Access Road handover

Table indicating number of gravel road Infrastructure

Gravel Road Infrastructure

Kilometers

Total gravel roads

New gravel roads

Gravel roads upgraded

Gravel roads

constructed to tar graded/maintained
Year -2 145 15 10 100
Year -1 160 20 12 120
Year 0 166 25 14 140
372
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Tarred Road Infrastructure

Kilometers
Existing tar roads |Existing tar roads Tar roads
Total tarred roads | New tar roads 9 9 L.
re-tarred re-sheeted maintained
Year -2 85 10 23 18 100
Year -1 98 14 25 15 120
Year 0 114 20 30 25 140
T373
Table indicating Cost of Construction/ Maintenance
Cost of Construction/Maintenance
R' 000
Gravel Tar
New Gravel - Tar Maintained New Re-worked Maintained
Year -2 450000 1700000 250000 1950000 1050000 400000
Year -1 475000 1800000 260000 2020000 1220000 500000
Year 0 490000 1900000 280000 2300000 1300000 550000
T3.74
Road Infrastructure costs
2500000
1500000 =& Gravel New
E =~ Gravel - Tar
% Gravel - Maintained
5 =>e=Tar - New
=== Tar Re-worked
1000000
Tar Maintained
500000 3 o
0
Year -2 Year-1 Year 0
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Employees: Road Services

Year -1 Year 0
Employees Posts Employees Vacancies (fulltime Vacancies (as a % of
oo et equivalents) total posts)
No. No. No. No. %
0-3 1 1 1 0 0%
4-6 3 3 3 0 0%
7-9 6 8 6 2 25%
10- 12 7 15 7 8 53%
13-15 9 15 9 6 40%
16- 18 11 21 11 10 48%
19-20 18 30 18 12 40%
Total 55 93 55 38 41%

Totals should equate to those included in the Chapter 4 total employee schedule. Employees and Posts numbers are as at 30 June. *Posts must be
established and funded in the approved budget or adjustments budget. Full-time equivalents are calculated by taking the total number of working days lost
(excluding weekends and public holidays) while a post remains vacant and adding together all such days lost by all posts within the same set (e.g. ‘senior

management)) then dividing that total by 250 to give the number of posts equivalent to the accumulated days. 73.7.7
Financial Performance Year 0: Road Services
R'000
Year -1 Year 0
Details Actual Original Budget Adjustment Actual Variance to
Budget Budget
Total Operational Revenue 120 125 100 95 -32%
Expenditure:
Employees 125 244 250 248 2%
Repairs and Maintenance 25 244 250 248 2%
Other 45 244 250 248 2%
Total Operational Expenditure 195 732 750 744 2%
Net Operational Expenditure 75 607 650 649 6%
Netexpenditure to be consistentwith summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the difierence between the Actual
and Original Budget by the Actual. 7378
Capital Expenditure Year 0: Road Services
R' 000
Year 0
Budget Adjustment Actual Variance from | Total Project
Capital Projects Budget Expenditure original Value
budget
Total Al 260 326 378 31%
Project A 100 130 128 22% 280
Project B 80 91 90 1% 150
ProjectC 45 50 80 44% 320
ProjectD 35 55 80 56% 90
Total project value represents the estimated cost of the project on approval by council (including past
and future expenditure as appropriate. 7379
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3.2.2 Transport (vehicle licensing and public bus Operation)
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Photo: Mode of Public Transport in Umzumbe

3.2.3 Waste Water (Storm water Drainage)
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3.3 COMPONENT C: PLANNING AND DEVELOPMENT

Introduction to Development Planning and Local Economic Development
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3.3.1 Development Planning
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SPLUMA Poster

Applicant initiates Po st tRDEN, 520
pre - application process ——
Umzumbe Municipal Planning Registrar (MPR)/(MDA) e %;‘o )
MUNICIPALITY The MPR guides the applicant in respect-of: — )

Q Approvals required
O Reports and studies required

O Engineering services and standards including agreements and O Lodgesa ﬁfﬂl‘;‘mm MPR/ Official
O Contact details of relevant parties

\J

Municipal Planning Registrar (MDA)

O Records receipt of the application
l Q Notify applicant in writing in 30 days (max 60 days) of status of completeness

Q Applicant provides additional information in 90 days (max 180 days)

0 MPR notifies applicant of completeness of application with 14 days after receipt of documents 154 0a
Notice to MEC iro ‘ requested Notice to National
monitoring function Minister if applicable

Applicant
Public notification:
Q Local newspaper,
Q Property & IAP’s
Q 30 Days

Municipal Planning Registrar (MDA) | oo

O Submits comments to Applicant within 7 days of closing of process or refers to the
relevant decision-making body in terms of categorisationand planner for report

vy v Yv
Mun Planning Officer Mun. Plan. Tribunal
Q Evaluates application Q RegPlanner prepared
O Decision / or referral to report Referral
MPT Q Tribunal members make
' decision/ or refer to Council
Hearing & : xi
Inspection

Hearing &
Inspection

4 o b
Hearing &
B Inspection

‘*?" T “‘ﬁ"{’l’”ﬂ"ﬂﬂ' WELEL T
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Table indicating Development Applications

Applications for Land Use Development
Detail Formalization  of
Townships Rezoning Built Environment
Year-1 | YearO Year-1 | YearO Year-1 | YearO
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Table Indicating Vacancy rate for Planning
Employees: Planning Services
Year -1 Year 0
Employees | Posts Employees | Vacancies Vacancies (as a % o
(fulltime total

Sl Ll No No. No. No. %
nno 0 0 0 n iz
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Planning Policy Objectives Taken From IDP

Service Objectives Outline Service Targets Year 0
Target Actual

Service Indicators *Previous Year | *Current Year

(i) (ii) (v) (vi) (vii)

Service Objective xxx
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Table indicating Financial Performance for Planning

Financial Performance Year 0: Planning Services
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PERFORMANCE OF PHYSICAL PLANNING OVERALL:
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Cluster Project Name Progress
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3.4 Local Economic Development

Introduction to Economic Development
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Photo: Co-operatives training

Arts and Craft Development
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Photo: Crafters Exhibition
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Agriculture Support Programme
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Photo: Community Gardens
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Tourism Development
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Photo: Isivivane sika Shaka
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3.5 COMPONENT D: COMMUNITY AND SOCIAL SERVICES & FIRE FIGHTING SERVICES
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Photo: School Greening Project
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3.6 Libraries; Archive’s; Museums; Galleries; Community facilities; other
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Project Name

Programme Description

Annual Target

Annual Actual
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3.6.1 Child Care; Aged Care; Social Programmes
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Photo: Dress A Child

3.7 COMPONENT E: ENVIRONMENTAL PROTECTION

3.7.1 Bio-diversity; landscape (Incl. Open Spaces); and other (EG Coastal Protection)
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3.8 COMPONENT F: HEALTH
3.8.1 Clinics
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3.9 COMPONENT G SECURITY AND SAFETY

3.9.1 Police
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3.9.2 Fire
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3.10 Disaster Management, Animal Licensing and Control, Control of Public Nuisances and
other

3.10.1 Disaster Management Section
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3.10.2 Mitigation of Disasters in Municipal Events
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3.10.3 Awareness Campaigns
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3.10.4 Stakeholders Advisory Forum
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Trainings
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Volunteer Program
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Disaster Management Plan
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Challenges

Mitigation of Disasters in Events
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Understaffing and Resources
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Resources
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3.11 COMPONENT H: SPORT AND RECREATION

3.12 Sport and Recreation
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Photo: Umzumbe Mayoral Cup games

Photo: Umzumbe Beach Games
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Photo: Umzumbe Golden Games

3.13 COMPONENT I: CORPORATE POLICY OFFICES AND OTHER SERVICES

3.13.1 Executive and Council
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3.14 Financial Services
Introduction Financial Services
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Functions of the Financial Services Department:
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3.15 Human Resource Services

Introduction to Human Resource
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Table Indicating Vacancy Rate for Managers

Vacancy Rate: Year 0
Designations *Total  Approved | *Vacancies *Vacancies
Posts (Total time that | (as a proportion of
vacancies exist | total posts in each
using fulltime | category)
equivalents)
No. No. %
Municipal Manager 1 0 0.00
CFO 1 0 0.00
Other S56 Managers (excluding Finance Posts) 4 1 25.00
Senior management: Levels 13-15 (excluding Finance
Posts) 5 0 0.00
Manager: (excluding Finance posts) 12 1 8.33
Manager: (Finance posts) 3 0 0.00
Total 26 2 7.69
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3.16 Information communication technology (ICT) services
Introduction to Information and Communication Technology (ICT) Services
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Table indicating the employees for ICTs

Employees: ICT Services
Year -1 Year 0
Job Employees | Posts Employees Vacancies (fulltime | Vacancies (as a % of total posts)
Level equivalents)
No. No. No. No. %
0-3 1 1 1 0 0%
4-6 1 1 1 0 0%
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3.17 Component J: Miscellaneous
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3.18 Component K: Organizational Performance Scorecard
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UMZUMBE ANNUAL PERFORMANCE REPORT
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4. CHAPTER 4: ORGANIZATIONAL DEVELOPMENT PERFORMANCE COMPONENT
A INTRODUCTION TO THE MUNICIPAL PERSONNEL

4.1 Employee Totals, Turnover and Vacancies
Employees
Year -1 Year 0
Description
& Employees Sggtr:ved Employees Vacancies Vacancies
No. No. No. No. %
Communication , Mayoralty & Youth Development | 0 20 15 4 20.0
Internal Audit 2 2 2 0 0.0
Waste Management 1 2 1 1 50.0
Housing 1 2 1 1 50.0
Roads 6 15 13 2 13.3
Planning (Strategic & Regulatory) 3 4 4 0 0.0
Local Economic Development 5 9 4 5 55.6
Community & Social Services 3 3 3 1 33.3
Finance 14 17 14 3 17.6
Disaster Management / Fire & Rescue 4 6 4 2 33.3
Human Resources 2 4 3 1 25.0
Auxiliary Services 28 23 5 17.9
Legal Services 1 1 1 0 0.0
ICT Unit 2 3 2 1 33.3
Totals 98 116 90 26 224
4.2 COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE
4.2.1 Polices
¢1-6fS hyRIOIily3 HamTkmy I-R2LIGSR L2603
Name of Policy Status Quarter of Adoption
1 [SI-0S Li2fi08 52y5 oM al® HAMT
2 CHIS&Stt t26108 52y5 oM al® HAMT
3 CtSSi aly1-3SY Syl t2fi08 525 oM al® HAMT
4 /SHUK2YS IyR ¢SESLK2YS 26108 525 oM al® HAMT
5 L/¢ 51a1-a0S0 wS02058 til-y 525 oM al® HAMT
6 wSONdzAGY Syt IyR {SES0i2y t2i08 525 oM al® HAMT
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7 {i:080Sy0S I-yR ¢lI-0Sty3 26108 52y5 oM al® HamT
8 {aLL20d {177 £26108 52yS oM al€ HAMT
9 {aLLte 7Ky al-y1-3SY Syl 2608 525 om al& HaMT
4.2.2 Injuries, Sickness and Suspensions
¢1-6S RSO3 /24l 27 Lyedigia
Number and Cost of Injuries on Duty
Type of injury Injury Leave | Employees Proportion Average Total Estimated
Taken using injury | employees Injury Leave | Cost
leave using  sick | per
leave employee
Days No. % Days R'000
Required basic medical attention only 0 0 0% 0 0
Temporary total disablement 0 0 0% 0 0
Permanent disablement 0 0 0% 0 0
Fatal 0 0 0% 0 0
Total 0 0 0 0

Table depicting Cases of disciplinary Action

Disciplinary Action Taken on Cases of Financial Misconduct

Position Nature of Alleged Misconduct and Rand | Disciinary action taken Date
value of any loss to the municipality Finalized

0 0 0 0
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4.2.3 Performance Reward

Designations

Beneficiary profile

Page 132 of 248

Gender | Total number | Number  of | Expenditure on | Proportion of
of employees | beneficiaries | rewards Year1 | beneficiaries
in group within group

R' 000 %
Lower skilled (Levels 1-2) Female
Male
Skilled (Levels 3-5) Female
Male
Highly skilled production (levels 6-8) Female
Male
Highly skilled supervision (levels 9-12) Female
Male
Senior management (Levels 13-15) Female
Male
MM and S56 Female | 1
Male
Total




4.2.4 Skills Development and Training

a2y 1y wSa2dz05a doyti KI-R 1- GH3SG 2F i-yry3 nv SY 128554 I-yR KS (1H3Sh &1 Y'Sit g SY L2855 GSUS (il-tySR 720 HamTkmy Tiyl-yOil€ &SHi ¢KS dil-yty3
1203 LG 27 4KS =20LI1-0S {3 -y (K10 gl-a IIR2LIISR 68 /2dzy0i (2 SyKI-y0S SYLii2e5Sa0 a1ita I-yR LI2Ra0idiie ly (kS a207L1-05

Financial Competency Development: Progress Report*

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

14(4)(b) and (d)) (Regulation 14(4)(f))

Financial Officials

Accounting officer 0 0 0 0 0 0

Chief financial officer 0 0 0 0 0 0

Senior managers 0 0 0 0 0 0

Any other financial officials 0 0 0 0 0 0
Supply Chain Management Officials

Heads of supply chain management units | 0 0 0 0 0 0

Supply chain  management  senior 0 0 0 1 1 1
managers

TOTAL 0 0 0 1 1 1
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5. EMPLOYEE EXPENDITURE CHAPTER 5 - FINANCIAL PERFORMANCE

5.1 COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE

5.1.1 INTRODUCTION TO FINANCIAL STATEMENTS

13 LIS 45002y muH IyR mHe 2T (KS aCall (KS Yayioliie Ydai 120 SI0K Fyl-yOil-€ @SH) LNSLIMS
I-yyazl£ Ty1-yOil£ &I-0S Y Sytia gKIOK Ydzdl 6S a0 HiiSR o8 (KS om 1dAdzad (2 (KS ¥dRMi20 DSySI
¢KS 1yyazl€ Ty1-yOnl ail-iSY Syl 120 iKS Tiy1-yOrl 8SHI HamTkHamy &1-4 02 Y LIESR ty (S a 27 DSySNIte
wS023yITSR 10024dzyly3 tlI-0610S oDw I 0 I'yR Sl-3 &0 Y ISR 68 (KS om 1d:3dza0 RSI-RAYS 2 (KS 1dzRid2N
DSySlI-

AAAAA

AAAAA

¢KS 1yl TylyOll &ll-GSY Syta 120 (KS Tiyl-yOil 8SH) HamTkramy 1 OdNSyite 6Sly3 02YLIESR ly
(SiY & 2F DSySlIte wS023yrTSR 1002dzyfity3 til-0i0S 6Dw I t0 yR K& 2y (1413S( (2 6S &0 Y 1SR o8 (KS
om 1dz3dzal RSI-REyS
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The reports and statements set out below comprise the annual financial statements presented to the Council:
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Umzumbe Local Municipality

Annual Financial Statements for the year ended 30 June 2018

Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial
statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its
operations and cash flows for the period then ended. The external auditors are engaged to express an independent opinion
on the annual financial statements and were given unrestricted access to all financial records and related data.

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimates.

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial control
established by the municipality and places considerable importance on maintaining a strong control environment. To enable
the accounting officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at
reducing the risk of error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities
within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an
acceptable level of risk. These controls are monitored throughout the municipality and all employees are required to
maintain the highest ethical standards in ensuring the municipalityls business is conducted in a manner that in all
reasonable circumstances is above reproach. The focus of risk management in the municipality is on identifying, assessing,
managing and monitoring all known forms of risk across the municipality. While operating risk cannot be fully eliminated,
the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints.

Although the Accounting Officer is primarily responsible for the financial affairs of the municipality, she is supported by the
municipality's Chief Financial Officer.

The accounting officer is of the opinion, based on the information and explanations given by management, that the system
of internal control provides reasonable assurance that the financial records may be relied on for the preparation of the
annual financial statements. However, any system of internal financial control can provide only reasonable, and not
absolute, assurance against material misstatement or deficit.

The municipality is substantially dependent on the grant allocations through the Division of revenue act (Dora) for
continued funding of operations. The annual financial statements are prepared on the basis that the municipality is a going
concern and that the Umzumbe Municipality has neither the intention nor the need to liquidate or curtail materially the scale
of the municipality.

The accounting officer has reviewed the municipalityls cash flow forecast for the year to 30 June 2019 and, in the light of
this review and the current financial position, she is satisfied that the municipality has or has access to adequate resources
to continue in operational existence for the foreseeable future.

The annual financial statements set out on pages 5 to 38, which have been prepared on the going concern basis, were
approved by the accounting officer on 31 August 2018 and were signed on its behalf by the accounting officer:

g

Ms NC Mgijima
Accounting Officer
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Statement of Financial Position as at 30 June 2018

Figures in Rand Note(s) 2018 2017
Restated*
Current Assets
Receivables from exchange transactions 4 726,109 343,690
VAT receivable 5 6,632,317 8,573,238
Trade and other receivables from non-exchange transactions 6 12,645,548 9,299,136
Cash and Cash Equivalents 7 181,380,745 169,217,390
201,384,719 187,433,454
Non-Current Assets
Property, plant and equipment 2 345,048,870 319,159,021
Intangible Assets 3 1,180,761 1,119,914
346,229,631 320,278,935
Total Assets 547,614,350 507,712,389
Liabilities
Current Liabilities
Operating lease liability 10 42,973 37,603
Trade and Other Payables 11 19,836,783 14,115,405
Unspent Conditional Grants and Receipts 8 1,137,939 5,412,742
Provisions 9 4,438,529 3,924,613
25,456,224 23,490,363
Non-Current Liabilities
Provisions 9 932,000 796,000
Total Liabilities 26,388,224 24,286,363
Net Assets 521,226,126 483,426,026
Accumulated Surplus 521,226,126 483,426,026

* See Note
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Statement of Financial Performance

Figures in Rand Note(s) 2018 2017
Restated*
Revenue
Other income 15 698,861 702,919
Interest received - investment 14 12,509,546 11,451,089
Property rates 12 5,548,890 5,760,685
Government grants & subsidies 13 167,645,187 177,052,909
Total revenue 186,402,484 194,967,602
Expenditure
Employee Related Costs 18 47,703,292 39,443,283
Remuneration of Councillors 19 15,847,623 13,908,035
Depreciation Amortisation and Impairment 21 24,662,058 24,136,298
Finance costs 9 95,000 82,000
Debt Impairment 20 456,146 448,791
Contracted services 16 16,856,901 14,857,782
General Expenses 17 42,569,763 44,222,739
Total expenditure 148,190,783 137,098,928
Operating Surplus 38,211,701 57,868,674
Loss on Disposal of Assets (411,601) (3,388,987)
Surplus for the year 37,800,100 54,479,687

* See Note
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Annual Financial Statements for the year ended 30 June 2018

Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand Surplus assets
Balance at 01 July 2016 428,946,339 428,946,339
Surplus for the year 54,479,687 54,479,687
Total changes 54,479,687 54,479,687
Restated* Balance at 01 July 2017 483,426,026 483,426,026
Changes in net assets
Surplus for the year 37,800,100 37,800,100
Total changes 37,800,100 37,800,100
Balance at 30 June 2018 521,226,126 521,226,126
* See Note
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Cash Flow Statement

Figures in Rand Note(s) 2018 2017
Restated*
Cash flows from operating activities
Receipts
Receipts from Customers 2,449,739 3,501,742
Grants 163,370,384 177,065,262
Interest income 12,453,838 11,421,924
178,273,961 191,988,928
Payments
Finance costs (95,000) (82,000)
Cash Paid to Suppliers and Employees (114,732,175) (101,523,946)
(114,827,175) (101,605,946)
Net cash flows from operating activities 23 63,446,786 90,382,982
Cash flows from investing activities
Purchase of property, plant and equipment 2 (51,363,107) (43,589,540)
Proceeds from sale of property, plant and equipment 2 449,920 325,935
Purchase of other intangible assets 3 (370,244) (742,278)
Net cash flows from investing activities (51,283,431) (44,005,883)
Net increase/(decrease) in cash and cash equivalents 12,163,355 46,377,099
Cash and cash equivalents at the beginning of the year 169,217,390 122,840,291
Cash and cash equivalents at the end of the year 7 181,380,745 169,217,390

* See Note
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Annual Financial Statements for the year ended 30 June 2018

Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final  (Appendix
basis budget and D1&D2)
Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Other income 89,675,800 2,047,621 91,723,421 698,861  (91,024,560)
Interest Earned - External 11,630,436 300,000 11,930,436 12 509,546 579,110
Investments
Total revenue from exchange 101,306,236 2,347,621 103,653,857 13,208,407 (90,445,450)
transactions
Revenue from non-exchange
transactions
Taxation revenue
Property rates 4,157,557 - 4,157,557 5,548,890 1,391,333
Transfer revenue
Government grants & subsidies 167,073,000 5,412,742 172,485,742 167,645,187 (4,840,555)
Total revenue from non- 171,230,557 5,412,742 176,643,299 173,194,077 (3,449,222)
exchange transactions
Total revenue 272,536,793 7,760,363 280,297,156 186,402,484 (93,894,672)
Expenditure
Salary Related Costs (67,447,527)  (2,269,117) (69,716,644) (63,550,915) 6,165,729
General Expenses and (126,008,676)  (2,372,955) (128,381,631) (84,639,867) 43,741,764
Contracted Services
Total expenditure (193,456,203)  (4,642,072) (198,098,275) (148,190,782) 49,907,493
Operating surplus 79,080,590 3,118,291 82,198,881 38,211,702  (43,987,179)
Loss on disposal of assets - - - (411,601) (411,601)
Surplus / (Deficit) 79,080,590 3,118,291 82,198,881 37,800,101  (44,398,780)

Capital
Capital Expenditure

(79,080,589)

(3,118,291) (82,198,880) (51,733,351)

30,465,529
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final  (Appendix
basis budget and D1&D2)
Figures in Rand actual

Cash Flow Statement

Cash flows from operating activities

Net cash (from) from operating 79,080,589 3,118,291 82,198,880 63,446,786 (18,752,094)
activities

Cash flows from investing activities
Purchase of property, plantand ~ (79,080,589)  (3,118,291) (82,198,880) (51,283,431) 30,915,449
equipment

Net increase/(decrease) in cash - - - 12,163,355 12,163,355
and cash equivalents

Cash and cash equivalents at - - - 169,217,390 169,217,390
the beginning of the year

Cash and cash equivalents at - - - 181,380,745 181,380,745

the end of the year

10
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Umzumbe Local Municipality

Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal
Finance Management Act (Act 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention as the basis of measurement, unless specified otherwise.

A summary of the significant GRAP Standards, which have been consistently applied in the preparation of these annual
financial statements, are disclosed below.

GRAP - 1 Presentation of Financial Statements

GRAP - 2 Cashflow Statements

GRAP - 3 Accounting Policies, Changes in Accounting Estimates and Errors
GRAP - 9 Revenue from Exchange Transactions

GRAP - 13 Leases

GRAP - 17 Property Plant and Equipment

GRAP - 19 Provisions, Contigent Liabilities and Contigent Assets
GRAP - 26 Impairment of Cash Generating Assets

GRAP - 31 Intangible Assets

GRAP - 14 Events after the reporting date

GRAP - 24 Presentation of Budget Information in Financial Statements
GRAP - 23 Revenue from Non-exchange Transactions

GRAP - 25 Employee Benefits

GRAP - 104 Financial Instruments

The following GRAP standards have been issued but are not yet effective

At the date of authorisation of these Annual Financial Statements, the following standards and interpretations were in issue
but not yet effective and have not been early adopted by the municipality:

GRAP 20 - Related party disclosures

GRAP 32 - Service concession agreements : Grantor

GRAP 34 - Separate Financial Statements

GRAP 35 - Consolidated Financial Statements

GRAP 36 - Investments in Associates and Joint Ventures

GRAP 37 - Joint Arrangements

GRAP 38 - Disclosure of Interests in Other Entities

GRAP 108 - Statutory Receivables

GRAP 109 - Accounting by Principals and Agents

GRAP 110 - Living and Non-living Resources

1.1 Presentation currency

These annual financial statements are presented in South African Rand, which is the functional currency of the municipality.
1.2 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the

production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during
more than one period.

11
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Accounting Policies

1.2 Property, plant and equipment (continued)

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
. the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. Where the
actual acquisition date or period in respect of assets can not be determined with accuracy, the
assets are recognised at fair value on the date that they were identified.

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 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 amount of the asset(s) given up.

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of
property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining
inspection costs from the previous inspection are derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated
residual value.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Useful life
Computer Equipment Straight line 05-10
Solid Waste Disposal Straight line 05-55
Dwellings Straight line 05-30
Electricity Straight line 05-80
Furniture & Office Equipment Straight line 03-10
Non Residential Dwellings Straight line 10-30
Transport Assets Straight line 04-20
Machinery & Equipment Straight line 02-20
Roads Straight line 03-100
12
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1.2 Property, plant and equipment (continued)
The depreciable amount of an asset is allocated on a systematic basis over its useful life.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.

The depreciation method used reflects the pattern in which the assetis future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is
accounted for as a change in an accounting estimate.

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the
municipality revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an
accounting estimate.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of
another asset.

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic
benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note 2).

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note 2).

Assets Under Construction
Incomplete construction work is stated at historical cost. Depreciation only commence when the asset is available for use.
1.3 Intangible Assets

An asset is identifiable if it either:

. is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of
whether the entity intends to do so; or

. arises from binding arrangements (including rights from contracts), regardless of whether those rights are
transferable or separable from the municipality or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract.

An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the municipality; and
. the cost or fair value of the asset can be measured reliably.

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent managementis best estimate of the set of economic conditions that will exist over the
useful life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured
at its fair value as at that date.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.
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1.3 Intangible Assets (continued)

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
. it is technically feasible to complete the asset so that it will be available for use or sale.
there is an intention to complete and use or sell it.
there is an ability to use or sell it.
it will generate probable future economic benefits or service potential.
there are available technical, financial and other resources to complete the development and to use or sell the
asset.
. the expenditure attributable to the asset during its development can be measured reliably.

Intangible Assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over
its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as
intangible assets.

Internally generated goodwill is not recognised as an intangible asset.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows:

Item Depreciation method Useful life

Computer software, other Straight line 3-5

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note 3).

1.4 Financial Instruments
Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using
the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or
deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days
overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the
difference between the assetis carrying amount and the present value of estimated future cash flows discounted at the
effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against
operating expenses in surplus or deficit

Payables from exchange transactions

Trade payables are measured at fair value.

Cash and Cash Equivalents

14
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1.4 Financial Instruments (continued)

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These
are initially and subsequently recorded at fair value.

Bank Overdraft and Borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement
or redemption of borrowings is recognised over the term of the borrowings in accordance with the municipalityis accounting
policy for borrowing costs.

Receivables from non exchange transactions

Trade receivables from non-exchange transactions are measured at initial recognition at fair value, and are subsequently
measured at amortised cost using the effective interest rate method. Appropriate allowances for estimated irrecoverable
amounts are recognised in surplus or deficit when there is objective evidence that the asset is impaired. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or
delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is impaired. The
allowance recognised is measured as the difference between the assetis carrying amount and the present value of
estimated future cash flows discounted at the effective interest rate computed at initial recognition. Where the initial credit
period granted is not in line with practices or legislation in the public sector, the effect of discounting is considered if it is
material.

1.5 Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately.
Finance leases - lessor

The municipality recognises finance lease receivables as assets on the statement of financial position. Such assets are
presented as a receivable at an amount equal to the net investment in the lease.

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the municipalityls net
investment in the finance lease.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair
value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to
the lessor is included in the statement of financial position as a finance lease obligation.

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the
remaining balance of the liability.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessor

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

Income for leases is disclosed under revenue in statement of financial performance.

Operating Leases - Lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference

between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset
or liability.
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1.6 Employee Benefits
Short-Term Employee Benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in
which the service is rendered and are not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive obligation to make
such payments as a result of past performance.

Defined Contribution Plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

The Municipality's employees are members of the Kwazulu - Natal Joint Municipal Pension Fund (a State and

Multi Employer Defined Benefit Plan) and Kwazulu Natal Joint Provident Fund (a State and Multi Employer Defined
Contribution

Plan). Along with other Municipalities in the province of Kwazulu Natal, uMzumbe participates in a multi employer defined
plan.

As the plan exposes the participating entities to acturial risks associated with the current and former employees of other
municipalities participating in the plan there is no consistent and reliable basis for allocating the obligation, plan assets and
costs to individual municipalities participating in the plan. uMzumbe therefore accounts for the plan as if it were defined
contribution plan.

Long Service Awards

The municipality has an obligation to provide Long Service Awards Benefits to all of its employees. According to the rules
of the Long-service Allowance Scheme, which the municipality instituted and operates, an employee (who is on the current
Conditions of Service), is entitled to a cash allowance, calculated in terms of the rules of the scheme, after 10, 15, 20, 25
and 30 years of continued service. The municipalityis liability is based on an actuarial valuation. The projected unit credit
method has been used to value the liabilities. Actuarial gains and losses on the long-term incentives are accounted for
through the statement of financial performance.

Pension, Provident, Retirement Benefits and Group Life Scheme

The municipality provides retirement benefits for its employees in the form of a defined contribution plans. The municipality
is no longer contributing towards retirement benefits for the Councillors as they are now getting a total cost to company
package.

A defined contribution plan is a plan under which the municipality pays a fixed contribution into a separate entity. The
municipality has no legal or constructive obligation to pay further contribution if the fund does not hold sufficient assets to
pay all employees the benefits relating to service in the current or prior period.

The contributions to fund obligations for the payment of retirement benefits are charged against the revenue in the year
they become payable.

1.7 Provisions and Contingencies

Provisions are recognised when:
o the municipality has a present obligation as a result of a past event;
o it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and
o a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at
the reporting date.

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures
expected to be required to settle the obligation.
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1.7 Provisions and Contingencies (continued)

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the
municipality settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the
reimbursement does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it
is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to
settle the obligation.

Contingent assets and contingent liabilities are not recognised but disclosed as a note in the financial statements.
1.8 Revenue

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result
in an increase in net assets.

Measurement

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

Revenue from unconditional grants are recognised immediately upon receipt.

Revenue from tender sales is recognised when the bidders have actually bought the tender documents and cash has been
received.

Rates

Revenue from rates is recognised when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality;
. the amount of the revenue can be measured reliably; and
. there has been compliance with the relevant legal requirements.

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made
to rates revenue, based on a time proportion basis. Adjustments to rates revenue already recognised are processed or
additional rates revenue is recognised.

Conditional Grants and Receipts

Conditional grants, donations and funding are recognised as revenue when:
o it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality;
. the amount of the revenue can be measured reliably; and
o to the extent that there has been compliance with any restrictions associated with the grant.

If grants are received without conditions attached, revenue is recognised immediately. If conditions are attached, a liability
is recognised, which is reduced and revenue recognised as the conditions are satisfied.

1.9 Comparative Figures

Where materially necessary, comparative figures have been reclassified and restated to conform to changes in
presentation in the current year.

1.10 Unauthorised expenditure

Unauthorised expenditure means:
. overspending of a vote or a main division within a vote; and
. expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance
with the purpose of the main division.
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1.10 Unauthorised expenditure (continued)

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense,
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.11 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of
the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.12 Irregular expenditure

Irregular 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), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of
the economic entityis supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is
subsequently accounted for as revenue in the Statement of Financial Performance.

1.13 Use of estimates

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the municipalityis
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the annual financial statements are disclosed in the relevant sections of the annual financial
statements. Although these estimates are based on managementis best knowledge of current events and actions they may
undertake in the future, actual results ultimately may differ from those estimates.

1.14 Related parties

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial
and/or operating decisions. Key management personnel is defined as the Municipal Manager, Chief Financial Officer and all
other managers reporting directly to the Municipal Manager or as designated by the Municipal Manager.

1.15 Events after the reporting date

Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial
Statements. The events after the reporting date that are classified as non-adjusting events after the reporting date have
been disclosed in the notes to the Annual Financial Statements.

1.16 Value Added Tax (VAT)
The municipality accounts for Value Added Tax on the cash basis with respect to the South African Revenue Service

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rate (14%
until 31 March 2018 and 15% there after) in terms of section 7 (1) (a) of the VAT Act in respect of the supply of goods or
services, except where the supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12 of the
VAT Act or are scoped out for VAT purposes. The municipality accounts for VAT on a monthly basis.

1.17 Commitments

Commitments may be referred to as the intention to commit to an outflow from the municipality of resources embodying
economic benefits.

Generally, a commitment arises when a decision is made to incur a liability in the form of a purchase contract (or similar
documentation). Such a contractual commitment would be accompanied by, but not limited to, actions taken to determine
the amount of the eventual resource outflow or a reliable estimate e.g. a quote, and conditions to be satisfied to establish
an obligation e.g. delivery schedules. In determining the value of commitments, the Municipality may utilise savings among
projects. These preconditions ensure that the information relating to commitments is relevant and capable of reliable
measurement.
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Figures in Rand 2018 2017
2. Property, plant and equipment
2018 2017
Cost Accumulated Carrying value Cost Accumulated Carrying value
depreciation depreciation
and and

accumulated accumulated

impairment impairment
Machinery Equipment 18,463,073 (5,530,043) 12,933,030 16,593,151 (4,291,266) 12,301,885
Furniture and Office Equipment 4,506,955 (2,951,526) 1,555,429 4,518,908 (2,654,352) 1,864,556
Transport Assets 12,605,551 (3,981,906) 8,623,645 11,573,982 (3,656,291) 7,917,691
Computer Equipment 2,976,109 (1,600,992) 1,375,117 2,569,093 (1,584,649) 984,444
Community Assets 53,049,000 (22,841,907) 30,207,093 53,032,639 (20,549,362) 32,483,277
Solid Waste Disposal 255,044 (119,866) 135,178 294,856 (106,218) 188,638
Roads 250,631,270 (86,353,449) 164,277,821 209,394,656 (67,767,360) 141,627,296
Assets under construction 125,941,557 - 125,941,557 121,791,234 - 121,791,234
Total 468,428,559 (123,379,689) 345,048,870 419,768,519 (100,609,498) 319,159,021
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2.  Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2018

Machinery Equipment
Furniture and Office Equipment
Transport Assets

Computer Equipment
Community Assets

Solid Waste Disposal

Assets Under Construction
Roads

Assets under construction comprises of:

Community Assets
Roads

Dwellings and Non Residential dwellings were reclassified to Community Assets as at 30 June 2017 as follows:

Dwellings
Non Residential dwellings
Community Assets

Impairment of Assets

Opening Additions Disposals Transfers Depreciation  Impairment Total
balance loss
12,301,885 2,118,355 (34,825) - (1,452,385) - 12,933,030
1,864,556 185,672 (35,931) - (458,868) - 1,555,429
7,917,691 2,840,968 (967,669) - (1,167,345) - 8,623,645
984,444 779,914 (29,078) - (360,163) - 1,375,117
32,483,277 33,500 (9,350) - (2,273,244) (27,090) 30,207,093
188,638 - (29,055) - (24,405) - 135,178
121,791,234 45,380,498 - (41,230,175) - - 125,941,557
141,627,296 24,200 (11,240) 41,230,175 (18,110,555) (482,055) 164,277,821
319,159,021 51,363,107 (1,117,148) - (23,846,965) (509,145) 345,048,870
Opening balance Additions Transfers Closing balance
80,798,948 16,038,114 - 96,837,062
40,992,286 29,342,384 (41,230,175) 29,104,495
121,791,234 45,380,498 (41,230,175) 125,941,557
As previously reported Reclassification Restated

30 June 2017

30 June 2017

358,047 (358,047) i
32,125,230 (32,125,230) -
- 32,483,277 32,483,277
32,483,277 - 32,483,277

Impairment of the assets above are as a result of a conditional assessment performed during the physical verification of assets exercise.
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Figures in Rand

2.  Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2017

Machinery Equipment

Furniture and Office Equipment

Transport Assets
Computer Equipment
Community Assets

Solid Waste Disposal
Assets Under construction
Roads

Impairment of assets

Opening Additions Disposals Transfers Depreciation  Impairment Impairment Total
balance loss reversal

13,533,009 197,053 (42,036) 35,000 (1,420,907) (234) - 12,301,885
1,605,828 731,129 (20,587) - (449,857) (1,957) - 1,864,556
5,268,597 3,850,139 - - (1,205,629) - 4,584 7,917,691
976,070 323,469 (11,821) - (303,274) - - 984,444
37,991,535 - (2,417,280) 112,600 (2,536,343) (667,235) - 32,483,277
234,061 - (14,655) - (28,772) (1,996) - 188,638
112,296,559 38,449,450 - (28,954,775) - - - 121,791,234
131,308,079 38,300 (1,208,189) 28,807,175 (16,716,435) (601,634) - 141,627,296
303,213,738 43,589,540 (3,714,568) - (22,661,217) (1,273,056) 4,584 319,159,021

Impairment of the assets above are as a result of a conditional assessment performed during the physical verification of

assets exercise.

Expenditure incurred to repair and maintain property, plant and equipment

Expenditure incurred to repair and maintain property, plant and equipment

included in Statement of Financial Performance

Contracted Services

3,591,809

5,058,250
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Figures in Rand 2018 2017
3. Intangible Assets
2018 2017
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impairment impairment
Computer software, other 2,033,441 (852,680) 1,180,761 1,698,834 (578,920) 1,119,914
Reconciliation of intangible assets - 2018
Opening Additions Disposals Amortisation Total
balance
Computer software 1,119,914 370,244 (3,448) (305,949) 1,180,761
Reconciliation of intangible assets - 2017
Opening Additions Disposals  Other changes, Amortisation Total
balance movements
Computer software 584,597 742,278 (15,504) 15,152 (206,609) 1,119,914
4. Receivables from exchange transactions
Sundry debtors 670,401 314,525
Interest 55,708 29,165
Rei Management 2,379,003 2,379,003
Rei Management (Provision for Bad debts) (2,379,003) (2,379,003)
726,109 343,690
5. VAT receivable
Value Added Tax 6,632,317 8,573,238

The municipality is predominantly funded by Government Grants which are zero rated. Therefore VAT input has been

claimed which has not been received as yet.

6. Trade and other receivables from non exchange transactions

Gross balances
Rates

Less: Allowance for impairment
Rates

Net balance
Rates

Rates
>180 days

Summary of debtors by customer classification

15,806,700 12,004,142
(3,161,152) (2,705,006)
12,645,548 9,299,136
12,645,548 9,299,136
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6. Trade and other receivables from non exchange transactions (continued)

Residential
> 180 days 4,013,185 3,432,521
4,013,185 3,432,521
Less: Allowance for impairment (3,161,152) (2,705,006)
852,033 727,515
Industrial/l commercial
> 180 days 3,049,394 1,513,852
National and provincial government
> 180 days 8,744,121 6,972,204
Total
> 180 days 15,806,700 12,004,142
15,806,700 12,004,142
Less: Allowance for impairment (3,161,152) (2,705,006)
12,645,548 9,299,136
Less: Allowance for impairment
> 180 days (3,161,152) (2,705,006)
Reconciliation of allowance for impairment
Balance at beginning of the year (2,705,006) (2,256,215)
Contributions to allowance (456,146) (448,791)
(3,161,152) (2,705,006)
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Figures in Rand 2018 2017

7. Cash and Cash Equivalents

Cash and cash equivalents consist of:

Cash on hand 1,866 1,318

Bank balances 171,660,042 159,652,376

Short-term deposits 9,718,837 9,563,696
181,380,745 169,217,390

The short-term deposits and Bank balances are held with banks as indicated below.

The municipality had the following bank accounts
Account number / description

ABSA BANK LTD - Port Shepstone - 40-7276-2850
ABSA Housing Account - Port Shepstone - 40-7278-0715
ABSA MIG Account - Port Shepstone 40 - 7277-6506
FNB - Money market account

FNB 32 day fixed deposit account

Total

8. Unspent Conditional Grants and Receipts

Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
Project Consolidate

Low cost housing grant

GIS Grant

Municipal Infrastructure Grant

Disaster Management Grant

KZN Sports

Fire Fighting Grant

Movement during the year

Balance at the beginning of the year
Additions during the year

Income recognition during the year
Grant transferred to National Treasury

See Notel3 for reconciliation of grants from National/Provincial Government.

Bank statement balances
30 June 2018 30 June 2017 30 June 2018 30 June 2017

Cash book balances

170,855,731 158,887,601 170,853,731 158,887,601
623,489 657,873 623,489

141,286 148,438 141,286

3,880,010 4,035,151 3,880,010

5,683,686 5,683,686 5,683,686

181,380,879 169,216,072 181,378,879 169,216,072
99,885 99,885

638,054 603,670

- 7,985

- 401,693

- 3,950,495

- 349,014

400,000 -

1,137,939 5,412,742

5,412,742 5,412,389

48,249,384 57,577,262

(48,573,692) -

(3,950,495) (57,576,909)

1,137,939 5,412,742
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Figures in Rand 2018 2017
9. Provisions
Reconciliation of provisions - 2018
Opening Additions Utilised  Actuarial Loss  Current Finance Total
Balance during the (Gain) Service cost Cost
year
Provision for Bonus 964,076 1,952,273 (1,767,767) - - - 1,148,582
Long Service Awards 866,000 - (68,423) (55,577) 152,000 95,000 989,000
Leave Pay 2,890,537 1,189,762 (847,352) - - - 3,232,947
4,720,613 3,142,035 (2,683,542) (55,577) 152,000 95,000 5,370,529
Reconciliation of provisions - 2017
Opening Additions Utilised  Actuarial Loss  Current Finance Total
Balance during the (Gain) Service Cost Cost
year
Provision for Bonus 864,931 964,076 (864,931) - - - 964,076
Long Service Awards 751,000 - (15,266) (102,734) 151,000 82,000 866,000
Leave Pay 2,614,959 848,364 (572,786) - - - 2,890,537
4,230,890 1,812,440 (1,452,983) (102,734) 151,000 82,000 4,720,613
Non-current liabilities 932,000 796,000
Current liabilities 4,438,529 3,924,613
5,370,529 4,720,613

Provision for Long Service Awards

A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the
Municipality. The provision represents an estimation of the awards to which employees in the service of the Municipality at

30 June 2018 may become entitled to in future, based on an actuarial valuation performed at that date.

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation were
carried out as at 30 June 2018 by a member of the Actuarial Society of South Africa. The present value of the defined
benefit obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit

Method.

The principal assumptions used for the purposes of the actuarial valuations were as
follows:

Discount Rate 9.54% 9.43%
CPI (Consumer Price Inflation) 6.70% 6.93%
Normal Salary Increase Rate 7.70% 7.93%
Net Effective Discount Rate 1.71% 1.39%
The effect of a 1 % increase movement in the assumed rate of salary
inflation is as follows:
Total Accrued Liability 1,083,000 949,000
Current Service Cost 198,000 170,000
Interest cost 114,000 105,000
1,395,000 1,224,000
The effect of a 1 % decrease movement in the assumed rate of salary
inflation is as follows:
Total Accrued Liability 905,000 793,000
Current Service Cost 158,000 136,000
Interest Cost 95,000 87,000
1,158,000 1,016,000
25
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10. Operating lease asset (liability)

Current assets - -
Current liabilities (42,973) (37,603)

(42,973) (37,603)

Minimum Lease Payments due

Within one year 27,038 96,740
In second to fifth year 7,814 75,397
Over five years and until the end of the lease 495,830 405,747

530,682 577,884

11. Trade and Other Payables

Trade payables 3,587,261 714,473
Other payables 452,042 348,145
Deposits received 31,961 20,000
Retention 15,765,519 13,032,787

19,836,783 14,115,405

12. Property rates

Rates

Property Rates Billed 5,548,890 5,760,685
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13. Government grants and subsidies
Operating grants
Equitable share 119,071,495 119,488,000
Financial Management Grant 1,900,000 1,825,000
Disaster Management Grant - 6,833,325
Municipal Infrastructure Grant 35,025,693 35,496,010
Expanded Public Works Program 1,291,000 1,083,000
Intergrated National Electrification Programme 10,000,000 10,149,655
GIS Grant 7,985 -
KZN Sports Grant 349,014 175,760
Massification Grant - 2,002,159
167,645,187 177,052,909
Project Consolidate
Balance unspent at beginning of year 99,885 99,885
Conditions still to be met - remain liabilities (see note 8)
Financial Management Grant
Current-year receipts 1,900,000 1,825,000
Conditions met - transferred to revenue (1,900,000) (1,825,000)
Low Cost Housing Grant
Balance unspent at beginning of year 603,670 568,408
Current-year receipts 34,384 35,262
638,054 603,670
Conditions still to be met - remain liabilities (see note 8)
GIS Grant
Balance unspent at beginning of year 7,985 7,985
Conditions met - transferred to revenue (7,985) -
- 7,985
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13. Government grants and subsidies (continued)

Conditions still to be met - remain liabilities (see note 8)

Municipal Infrastructure Grant

Balance unspent at beginning of year 401,693 275,703

Current-year receipts 34,624,000 35,622,000

Conditions met - transferred to revenue (35,025,693) (35,496,010)
- 401,693

Conditions still to be met - remain liabilities (see note 8)

Expanded Public Works Program

Current-year receipts 1,291,000 1,083,000

Conditions met - transferred to revenue (1,291,000) (1,083,000)

Disaster Management Grant

Balance unspent at beginning of year 3,950,495 783,820

Current-year receipts - 10,000,000

Conditions met - transferred to revenue - (6,833,325)

Grant transferred to National Treasury (3,950,495) -
- 3,950,495

The municipality had applied for a roll-over of its Disaster Management Grant, amounting to R3 950 495, to the National
Treasury and Provincial Treasury. However the municipalityls application was not approved by the National Treasury. The
municipality has disputed this matter with National Treasury. Engagements with National and Provincial Treasury indicate

that the matter is being reviewed. The Disaster Management Grant was cash backed.

KZN Sports

Balance unspent at beginning of year 349,014 524,774

Conditions met - transferred to revenue (349,014) (175,760)
- 349,014

Conditions still to be met - remain liabilities (see note 8).

Fire Fighting Grant

Current-year receipts 400,000 -

Conditions still to be met - remain liabilities (see note 8).

National Electrification Grant

Balance unspent at beginning of year - 1,149,655

Current-year receipts 10,000,000 9,000,000

Conditions met - transferred to revenue

Massification Grant

Balance unspent at beginning of year
Conditions met - transferred to revenue

(10,000,000)

(10,149,655)

2,002,159
(2,002,159)
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13. Government grants and subsidies (continued)

Conditions still to be met - remain liabilities (see note 8).

14. Investment revenue

Interest revenue

Interest Received on Investments 12,509,546 11,451,089

15. Other income

Tender Income 188,452 136,511

Sundry income 510,409 566,408

698,861 702,919

16. Contracted services

Outsourced Services

Catering Services 4,508,242 4,001,744

Clearing and Grass Cutting Services 622,009 24,552

Medical Services 17,003 3,605

Security Services 1,631,121 1,419,197

Consultants and Professional Services

Business and Advisory 3,633,019 1,555,867

Infrastructure and Planning 2,145,421 -

Legal Cost 34,617 294,202

Other Contracted Services

Artists and Performers 328,800 1,190,000

Audio-visual Services 36,500 124,140

Interior Decorator 60,180 147,178

Repairs and Maintenance 3,591,809 5,058,250

Stage and Sound Crew 248,180 1,039,047
16,856,901 14,857,782
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17. General expenses

Advertising, Publicity and Marketing 6,644,590 9,486,532
Auditors remuneration 1,309,636 1,246,638
Bank charges 100,234 161,105
Ward Committees 2,846,156 2,287,146
Bursaries 882,841 700,675
Consumables 2,325,655 2,098,613
Electricity 312,694 232,015
Free basic services - electricity 11,024,443 12,835,974
Entertainment 74,646 303,952
Hire charges 3,150,614 3,004,162
Insurance 950,444 692,168
Lease Rentals on Operating Lease 521,502 204,540
Licences 402,839 397,086
Printing and stationery 1,220,380 856,256
Subscriptions and membership fees 660,019 1,088,079
Subsistence and Travel 3,689,542 3,242,363
Communication 1,698,557 1,274,162
Transport to events 2,251,974 2,039,517
Solid waste disposal 251,500 403,068
Uniform and Protective Clothing 554,354 337,605
Registration fees 357,684 940,834
Other expenses 1,339,459 390,249

42,569,763 44,222,739

General expenses were reclassified due the adoption of the MSCOA

30
Page 165 of 248



Umzumbe Local Municipality

Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

Figures in Rand 2018 2017
18. Employee related costs
Basic Salary 29,595,644 25,229,989
Bonus 2,795,646 2,203,894
Medical aid - company contributions 1,378,679 1,250,717
Unemployment Insurance Fund 203,747 181,054
Skills Development Levy 399,842 335,377
Leave pay provision charge 1,189,762 848,364
Pension Contribution 3,232,088 2,829,699
Travel, motor car, accommodation, subsistence and other allowances 6,623,219 5,061,111
Overtime payments 1,006,278 781,986
Acting allowances 292,237 143,199
Other Salary costs 986,150 577,893
47,703,292 39,443,283
Remuneration of Municipal Manager
Annual Remuneration 727,483 902,045
Car Allowance 242,494 304,440
Performance Bonus 328,344 170,486
Other 273,002 24,692
1,571,323 1,401,663
Remuneration of Chief Financial Officer
Annual Remuneration 819,881 783,638
Car Allowance 285,636 264,478
Performance Bonuses 296,215 148,108
Other 34,390 36,378
1,436,122 1,232,602
Remuneration Corporate Services Director
Annual Remuneration 659,137 736,746
Car Allowance 219,712 248,652
Performance Bonuses 218,814 139,245
Other 210,721 44 574
1,308,384 1,169,217
Remuneration of Technical Services Director
Annual Remuneration 437,573 -
Car Allowance 145,858 -
Other 6,481 -
589,912 -

The Director for Technical Services was appointed during the year.

The Director for Technical Services position was vacant in 2016-17 financial year.
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18. Employee related costs (continued)

Remuneration of Social & Community Services Director

Annual Remuneration 437,573 -

Car Allowance 145,858 -

Other 25,983 -

609,414 -

The Director for Social & Community Services was appointed during the year..

The Director for Social & Community Services position was vacant in 2016-17 financial year.

19. Remuneration of councillors

Mayor 849,387 780,127

Deputy Mayor 686,186 668,856

Speaker 686,389 642,275

Councillors 13,625,661 11,816,777
15,847,623 13,908,035

20. Debt impairment

Debt impairment 456,146 448,791

21. Depreciation, amortisation and Impairment

Property, plant and equipment 24,356,109 23,929,689

Intangible assets 305,949 206,609
24,662,058 24,136,298

22. Auditors' remuneration

Fees 1,309,636 1,246,638

23. Cash generated from operations

Surplus 37,800,100 54,479,687

Adjustments for:

Depreciation and amortisation 24,662,058 24,136,298

Loss on sale of assets 411,601 3,388,987

Debt impairment 456,146 448,791

Movement in operating lease accrual 5,370 16,417

Movements in provisions 649,916 489,723

Other non-cash items 259,080 -

Changes in working capital:

Receivables from exchange transactions (382,419) (256,989)

Trade and other receivables from non exchange transactions (3,802,558) (2,935,496)

Trade and Other Payables 5,721,374 (1,710,036)

VAT 1,940,921 12,325,247

Unspent Conditional Grants and Receipts (4,274,803) 353
63,446,786 90,382,982
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24. Commitments
Authorised capital expenditure

Approved and contracted for:
. Infrastructure 65,868,909 39,883,822

Approved but not yet contracted for:
. Infrastructure 167,892,663 62,365,358

Total capital commitments

Already contracted for but not provided for 65,868,909 39,883,822
Not yet contracted for and authorised by accounting officer 167,892,663 62,365,358
233,761,572 102,249,180

This committed expenditure relates to Infrastructure and will be financed by Government Grants.

25. Unauthorised expenditure

Opening balance 2,379,003 2,379,003
Unauthorised expenditure current year 1,853,243 -
Less: Amounts written off -

4,232,246 2,379,003

The municipality had applied for a roll-over of its Disaster Management Grant, amounting to R3 950 495, to the National
Treasury and Provincial Treasury. However the municipalityls application was not approved by the National Treasury. The
municipality has disputed this matter with National Treasury. Engagements with National and Provincial Treasury indicate
that the matter is being reviewed. The amount of R1 853 243 relates to the expenditure corresponding to the Disaster
Management Grant. The Disaster Management Grant was cash backed. This information has been brought to the attention
of the Council.

26. Fruitless and wasteful expenditure

Current year expenditure 16,942 58,570
Less: Amounts written off (16,942) (58,570)
Incidents

o The municipality incurred fruitless and wasteful expenditure of R 16 942 due to interest and penalties arising from
late payments.
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27. Effects of correction and reclassification of prior year errors on financial statements

General expenses and repairs and maintenance were reclassified due the adoption of the MSCOA. An amount of R4 998 750 was reclassified to Contracted Services. An amount of R9

859 032 was reclassified to Contracted Services from General Expenses.

An amount of R11 047 relates to correction of prior year salary related balances

Statement of Financial Position

Receivables from exchange transactions
VAT Receivable

Trade and Other Receivables from Non Exchange Transactions

Cash and Cash Equivalents
Property , Plant and Equipment
Intangible Assets

Total Assets

Operating Lease Liability

Trade and Other Payables

Unspent Conditional Grants and Receipts
Current : Provisions

Non Current Provisions

Accumulated Surplus

Statement of financial performance

Other Income

Interest Received - Investment
Property Rates

Government Grants & Subsidies
Total Revenue

Employee Related Costs

Remuneration of Councillors

Depreciation Amortisation and Impairment
Finance Cost

Note As previously Correction of Reclassification Total
reported errors
4 343,690 - - 343,690
5 8,573,238 - - 8,573,238
6 9,299,136 - - 9,299,136
7 169,217,390 - - 169,217,390
2 319,159,021 - - 319,159,021
3 1,119,914 - - 1,119,914
- 507,712,389 - - 507,712,389
10 (37,603) - - (37,603)
11 (14,126,450) 11,043 - (14,115,405)
8 (5,412,742) - - (5,412,742)
9 (3.924,613) - - (3,924,613)
9 (796,000) - - (796,000)
- (483,414,981) (11,043) - (483,426,024)
507,712,389 - - 507,712,389
Note As previously Correction of Reclassificati Total
reported errors on
15 702,919 - 702,919
- 11,451,089 - 11,451,089
12 5,760,685 - 5,760,685
13 177,052,909 - 177,052,909
- 194,967,602 - 194,967,602
18 (39,454,327) 11,043 - (39,443,284)
19 (13,908,035) - (13,908,035)
21 (24,136,298) - (24,136,298)

(82,000)

(82,000)
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Debt Impairment 20 (448,791) - - (448,791)
Repairs and Maintenance - (4,998,750) - 4,998,750 -
Contracted Services 16 - - (14,857,782) (14,857,782)
General Expenses 17 (54,081,772) - 9,859,032 (44,222,740)
Loss on Disposal of Assets - (3,388,987) - - (3,388,987)
Surplus for the year - 54,468,642 11,043 - 54,479,685
Cashflow Statement Note As previously Correction of Total
reported errors

Government Grants and subsidies - 177,065,262 - 177,065,262
Cash Receipts from Customers - 3,501,742 - 3,501,742
Interest Income - 11,421,924 - 11,421,924
Finance Costs - (82,000) - (82,000)
Cash Paid to Suppliers and Employees - (101,523,946) - (101,523,946)
Purchase of Property, Plant and Equipment 2 (43,589,540) - (43,589,540)
Purchase of intangible assets 3 (742,278) - (742,278)
Proceeds from Sale of Assets - 325,935 - 325,935
Net increase in cash and cash equivalents - 46,377,099 - 46,377,099

28. Contingencies

Contingent Liabilities

Inicidents.

The municipality has not completed any employee job evaluations as prescribed in terms of the Salary and wage collective
agreement between SALGA, IMATU and SAMWU - 27 July 2012.As a result the municipality is unable to measure, with
sufficient reliability, the amount of such obligation for both the 30 June 2018 and 30 June 2017 year-ends.

Some employees referred a dispute between themselves and the municipality to the labour court which related to their
salaries. The estimated cost amounts to R520 000.00
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29. Risk management

Liquidity risk

The municipalityés risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and rates debtors. The municipality only deposits cash with
major banks with high quality credit standing and limits exposure to any one counter-party.

Financial assets exposed to credit risk at year end were as follows:

Financial instrument

Trade and other receivables from non exchange transactions (Rates) 12,645,548

Cash and Cash Equivalents

30. Going concern

181,380,745

9,299,136

169,217,390

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

31. Additional disclosure in terms of Municipal Finance Management Act

Contribution to Local Government Associations

Current year subscription
Amount paid

Audit fees

Current year fee
Amount paid - current year

PAYE and UIF

Current year deductions
Amount paid

Pension, Provident and Medical Aid Deductions

Current year
Amount paid

555,520 500,000
- (500,000)

555,520 -
1,309,636 1,246,638
(1,309,636) (1,246,638)
10,586,876 8,526,650
(10,586,876) (8,526,650)
7,653,332 6,782,377
(7,653,332) (6,782,377)
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32. Multi employer retirement benefit

Umzumbe Local Municipality makes provision for retirement benefits to eligible councillors and employees, who belong to
different pension schemes.

All full-time employees belong to the KwaZulu Natal Joint Municipal Pension Fund, which are made up by the Retirement,
Superannuation and Provident Funds. Councillors have the option to belong to the Pension Fund for Municipal Councillors.

These funds are governed by the Pension Funds Act and include both defined benefit and defined contribution schemes.

All of these afore-mentioned funds are multi-employer plans and are subject to either a tri-annual, bi-annual or annual
actuarial valuation, details which are provided below.

Sufficient information is not available to use defined benefit accounting for the pension and retirement funds, due to the
following reasons:-

(i) The assets of each fund are held in one portfolio and are not notionally allocated to each of the participating employers.

(i) One set of financial statements are compiled for each fund and financial statements are not drafted for each
participating employer.

(i) The same rate of contribution applies to all participating employers and no regard is paid to differences in the
membership distribution of the participating employers.

It is therefore seen that each fund operates as a single entity and is not divided into sub-funds for each participating
employer.

The only obligation of the municipality with respect to the retirement benefit plans is to make the specified contributions.
Where councillors / employees leave the plans prior to full vesting of the contributions, the contributions payable by the
municipality are reduced by the amount of forfeited contributions.

The Retirement Funds have been valued by making use of the Discounted Cash Flow method of valuation. For both the
Superannuation and Retirement Funds valuations making use of the Discontinuance Method Approach have been included
as well.

DEFINED CONTRIBUTION SCHEMES

Municipal Councillors Pension Fund:

The scheme is subject to an actuarial valuation. The last statutory valuation was performed as at 30 June 2015.

The valuation performed revealed that at the valuation date, the fair value of the Fundis adjusted net assets amounted to R
2 551.9 million.

As reported by the Actuaries, the Fund was in a sound financial condition as at 30 June 2015, in that the assets of the Fund
were sufficient to cover the accrued service liabilities including the recommended contingency reserves in full.
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33. Related Party Transactions
Related party balances

Purchases from related parties
Smakuhle General Trading 29,500 15,750

Smakuhle General Trading - The company is owned by the sister of an employee (Municipal Driver) of Umzumbe
Municipality.

Section 45 and 44 of SCM Regulations

Awards to suppliers in the service of state

As a result of the 2016/2017 audit, expenditure of R 145 770 (2017 - R 440 150) related to awards to suppliers in the service of
the state. This was a result of false declarations submitted by the suppliers. This information came to the attention of the
Municipality towards the finalisation of the 2016/17 audit in the current year.

Awards to business associates in service of state

As a result of the 2016/2017 audit, expenditure of R 236 922.50 (2017 - R 150 286) related to awards to business associates of
persons in the service of the state.This was a result of false declarations submitted by the suppliers. This information came to
the attention of the Municipality towards the finalisation of the 2016/17 audit in the current year.

34. Section 36 deviations

During the year the Accounting Officer approved minor breaches in terms of section 36 (1) (b) amounting to R4 654 553
(2017 - R2 295 202.72)
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5.1.3 Grants

GOVERNMENT GRANTS AND  SUBSIDIES-
ALLOCATION

Medium Term Income and Expenditure

Framework

2017/2018 Original
budget

2017/2018 Adjusted
Budget

National Grants Allocations

Equitable share 119 488 000.00 119 488 000.00
Municipal Systems Improvement Grant (MSIG) - -
Local Government Financial Management Grant

(FMG) 1 825 000.00 1 825 000.00
Municipal Infrastructure Grant (MIG) 32 622 000.00 35 897 703.00
Disaster Management Grant 10 000 000.00 10 783 820.00
Integrated national Electrification Programme 9 000 000.00 10 149 655.00
Extended Public Works Programme 1083 000.00 1083 000.00
Sub Total - National Grant Allocations 174 018 000.00 179 227 178.00
Provincial Grants Allocations

Maintenance Grant - Sport Facilities - -
Project Consolidate - 99 885.00
GIS Grant - 7 985.00
Low Cost Housing - 568 408.00
Tourism Grant/Ntelezi Msane - -
KZN Sports - 524 774.00
Scheme Support Programme - -
Massification Programme Grant - 2 002 159.00
Sub Total - Provincial Grants Allocations - 3203 211.00
TOTAL GRANT ALLOCATIONS 174 018 000.00 1820 389.00

5.1.4 ASSET MANAGEMENT

Introduction to Asset Management
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5.2 COMPONENT B: SPENDING AGAINST CAPITAL BUDGET INTRODUCTION TO SPENDING
AGAINST CAPITAL BUDGET

/L1 SELISYRIGGNS NSHI-6S3 Y My (2 O2yailioii2y LS00 (K1 sit KIS A1z fl-adly3 2080 Y Iye 8SHias
/LG SELISYRIGENS 13 TazyRSR T2y 320SkyY Syt 01y

I Capital Spending on 5 Largest Projects

Number Project Name Expenditure

M bll-&KIy1- .IR3S IyR 100533 w2I-R R16 229 603,24
H YKIiKi 100584 121-R R3 046 097,82
0 alj2y32 100543 li21R R1 611 625,45
n Ddzljdz{I- 61IR3S R1 315 167,99
p allialys 10054 li21R R2 049 888,50
C b11-yiyt {Li2UiE /2 Y LISE R7 225 967,58

b. Sources of Finance

Medium Term Income and Expenditure
Framework
GOVERNMENT GRANTS AND SUBSIDIES-| 2017/2018 Original| 2017/2018 Adjusted
ALLOCATION budget Budget
National Grants Allocations
Equitable share 119 488 000.00 119 488 000.00
Municipal Systems Improvement Grant (MSIG) - -
Local Government Financial Management
Grant (FMG) 1 825 000.00 1 825 000.00
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Municipal Infrastructure Grant (MIG) 32 622 000.00 35 897 703.00
Disaster Management Grant 10 000 000.00 10 783 820.00
Integrated national Electrification Programme 9 000 000.00 10 149 655.00
Extended Public Works Programme 1 083 000.00 1 083 000.00
Sub Total - National Grant Allocations 174 018 000.00 179 227 178.00
Provincial Grants Allocations

Maintenance Grant - Sport Facilities - -
Project Consolidate - 99 885.00
GIS Grant - 7 985.00
Low Cost Housing - 568 408.00
Tourism Grant/Ntelezi Msane - -
KZN Sports - 524 774.00
Scheme Support Programme - -
Massification Programme Grant - 2002 159.00
Sub Total - Provincial Grants Allocations - 3203 211.00
TOTAL GRANT ALLOCATIONS 174 018 000.00 182 430 389.00

COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENT INTRODUCTION TO CASH

FLOW MANAGEMENT AND INVESTMENT

c. Cash Flow
/13K 724 Y 1y1-3SY Sy 1 (KS 158 (2 iKS adzally1-oiiie 21 (KS Yyl I-yR iia 1-oiiie i2
LIN2GIRS &SI@10S4 (2 (1KS 02'Y"Y dzyninSao

d. Borrowing and Investments

- 2Mi2Gly3a IS wiiiTSR (2 TizyR aSIAI0S RSHGSIE Nymil-aili0ddS 68 26iyly3 21ya T2Y NSTEISISR Tiyl-yOnl-
Iyalhidii2yas LypSaiy Syla IS diftiTSR (2 SHy tyiSISal 2y adilfizA TizyRa 120 (KS Y dzyi0iLI-iie I-yR aSI3Sa 14 1- 20y
21 11S0SyaS ¢KS Y dzyI0ILII-ii& RIR y2i 62i2¢ TizyRa Razlity3 KS &SI

¢KS YdzyloiI-tiie K2fRa lyBSaiy Syta 1Y 2aylly3 (2 wal ¢ Yiti2ys LyiSiSad 1a SHySR I 02Y'LISUigS 1-iSa ¢kS
YizylOILIii8 R2S4 y2( KIS I8 62il2 gty
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e. Public Private Partnership

b2 Liiz6fi0 LIM@I-GS LiHibySiakiLa SIS SyaSiSR tyli2 Razity3 iKS HamekmT Thyl-yOil£ &S

5.4 COMPONENT D: OTHER FINANCIAL MATTERS

f. Supply Chain Management

¢KS Yyl0IIie 1a dzatyd {1D9 9@2ftii2y GKIOK TazyDli2ya 14 Iy SyUiSILInGS 1Sa2d0S Lil-yyly3 484iSYe ¢Kia
48alSY KlI-a 1-4aaiSR y (KS TI-0iiI-iy3 27 Lii20diSY Syl L20543S4 &dz0K 14 SESOi2yr0 USljdianiizya I-yR 20RSIE
{SUMIS 7itSa &SIS 2LSySR 12U SI0K iSyRSI GKIOK 02yal4ySR RSl 21 dKS 02yhNl-0i2ur S@i-ful-iizy” 1yR
I-RARIOI-I2yY” NSLI2NGET LY Syt RSlIMEE Sl ¢KS YOI KI4 TiryOli2ylyd olR 02Y YHiiSSa 1Se .IR
{LSOmOI-ii2yar IR 9(Zl-fdzl-[]A2y3 R FRGRIONIRYS ¢KS SPI-azl-ii2y IyR IReRIOIi2Y 27 (KS iSyRSIA 14 R2YS
I-0020Ry3te SiiKhy (KS LISE0NLIE 27 {/a NS3utl-iiya

g. GRAP Compliance
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6. CHAPTER 6 — AUDITOR GENERAL AUDIT FINDINGS INTRODUCTION

6.1 COMPONENT A: AUDITOR —GENERAL OPINION OF FINANCIAL STATEMENTS YEAR 1

6.1.1 Auditor —General Reports Year — 1 (Previous Year)

AAAAA

6.2 COMPONENT B: AUDITOR — GENERAL OPINION YEAR 0 (CURRENT YEAR)

6.2.1 Auditor General Report Year 0
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Auditor-General of South Africa

uMzumbe Municipality
Audit report 2017-18
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Report of the auditor-general to the KwaZulu-Natal Provincial
Legislature and the council on uMzumbe Municipality

| Report on the audit of the financial statements

Opinion

1.

| have audited the financial statements of the uMzumbe Municipality set out on pages x to x,
which comprise the statement of financial position as at 30 June 2018, the statement of
financial performance, statement of changes in net assets, cash flow statement and the
statement of comparison of budget information with actual information for the year then ended,
as well as the notes to the financial statements, including a summary of significant accounting
policies.

[n my opinion, the financial statements present fairly, in all material respects, the financial
position of uMzumbe Municipality as at 30 June 2018, and its financial performance and cash
flows for the year then ended in accordance with the South African Standards of Generally
Recognised Accounting Practice (SA 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, 2017 (Act No. 3 of 2017) (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 this auditor's report.

| am independent of the municipality in accordance with the International Ethics Standards
Board for Accountants’ Code of ethics for professional accountants (IESBA code) and the

ethical requirements that are relevant to my audit in South Africa. | have fuffilled my other

ethical responsibilities in accordance with these requirements and the IESBA code.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Emphasis of matters

6.

| draw attention to the matters below. My opinion is not modified in respect of these matters.

Impairment of debtors

7. As disclosed in note 6 to the financial statements, the municipality recognised an impairment

for bad debts of R3,16 million as the recoverability of these amounts was doubtful.

Underspending of the budget

8. As disclosed in the statement of comparison of budget and actual amounts, the municipality

materially underspent the budget by R49,90 million on salary related costs, general expenses
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and contracted services due to implementing strict cost cutting measures and re-prioritising
certain projects.

Other matter
9. |draw attention to the matter below. My opinion is not modified in respect of this matter.

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, | do not express an opinion
thereon.

Responsibilities of the 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 SA Standards of GRAP and the requirements of the MFMA
and Dora, and for such internal controi 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
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 appropriate
governance structure either intends to liquidate the municipality or cease operations, or there is
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. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with the 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 aggregate, 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 this auditor’s report.

Report on the audit of the annual performance report

Introduction and scope

15. 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 materiat findings on
the reported performance information against predetermined objectives for selected
development priorities presented in the annual performance report. | performed procedures to
identify findings but not to gather evidence to express assurance.
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16. My procedures address the reported performance information, which must be based on the
approved performance planning documents of the municipality. | have not evaluated the
completeness and appropriateness of the performance indicators included in the planning
documents. My procedures also did not extend to any disclosures or assertions relating to
planned performance strategies and information in respect of future periods that may be
included as part of the reported performance information. Accordingly, my findings do not
extend to these matters.

17. | evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the performance management and reporting
framework, as defined in the general notice, for the following selected development priority
presented in the annual performance report of the municipality for the year ended
30 June 2018:

Development priority Pages in the annual
performance report

KPA 2 - Basic service delivery X=X

18. | 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 compiete.

19. The material findings in respect of the usefulness and reliability of the selected development
priority are as follows:

KPA 2 - Basic service delivery

Reported strategic objectives were not consistent when compared with the planned
strategic objectives

To ensure environmental protection and sustainability

20. The strategic objective approved in the integrated development plan was not documented.
However, the objective reported in the annual performance report was changed to ‘to ensure
environmentai protection and sustainability’ without the necessary approval.

Reported indicators were not consistent when compared with planned indicators
Various indicators

21. The indicators listed below as per the approved planning documents were subsequently
changed in the annual performance report without approval.

No. INDICATOR AS PER SDBIP INDICATOR AS PER APR TARGET AS PER SDBIP
Number of new bridges constructed and 1 number of new bridge and 2km of new
1| number of KMs constructed KM of new access road constructed road {Nfatshana access road)
Nurnber of facilities provided with chairs
2] Number and tables Furnish the 5 community halls
3 Not in SDBIP Date Not in SDBIP
4} Not in SDBIP Number Not in SDBIP

3 Page 183 of 248




No. INDICATOR AS PER SDBIP

INDICATOR AS PER APR

TARGET AS PER SDBIP

5| Not in SDBIP Number of sporis fields Not in SDBIP
6] Number of households constructed Number of reports 50 Houses constructed (Nhlangwini)

300 Houses constructed (Cluster C phase
7] Number of households constructed Number of reports 1)

8! Nurnber of households constructed

Number of reports

Approval for construction {Cluster B
Phase 2)

Approval for construction (Cluster A

8 Number of households constructed Number of reports Phase 2}
Approval for construction (Cluster D
10| Number of households constructed Number of reports Phase 2}
30 Units constructed {Operation Sukuma
11] Number of households constructed Nurnber of reports [Sakhe Ward 12)

Reported targets were not consistent when compared with planned targets

Various indicators

22. The targets listed below as per the approved planning documents were subsequently changed
in the annual performance report without approval.

No. INDICATOR AS PER APR

TARGET AS PER SDBIP

TARGET AS PER APR

Mbiyvana phase 1: 232 househoids

Mbiyana phase 1: 40 households

1| Number of households connected connected connected
2| Date Not in SDBIP Park development: 1
3{ Number Not in SDBIP Parks workshops: 1
4 Number of sports fields Nat in SDBIP Sports fields maintenance
Reports on the construction of 50 Houses
5| Number of reports 50 Houses constructed (Nhlangwini) constructed (Nhlangwini)

6{ Number of reports

300 Houses constructed (Cluster C
phase 1)

Reports on the construction of 300
Houses constructed (Cluster C phase 1)

Approval for construction (Cluster B

Reports on Approval for construction

7] Number of reports Phase 2) (Cluster B Phase 2)
Approval for construction {Cluster A Reports on Approval for construction
8 Number of reports Phase 2} {Cluster A Phage 2)

9f Number of reports

Approval for construction {Cluster D
Phase 2)

Reports on Approval for construction
(Cluster D Phase 2)

10| Number of reports

30 Units constructed {Operation
Sukuma Sakhe Ward 12)

Reports on construction of 30 Units
constructed {Operation Sukuma Sakhe
Ward 12)

Measures taken to improve performance not valid

Various indicators

23. The measures taken to improve performance against the targets were invalid. The reasons
stated for failure to perform were not the correct reasons as per our assessment.

No. | INDICATOR

REASCN FOR DEVIATION

MEASURES TAKEN TO
IMPROVE PERFORMANCE

COMMENT

1] KMs of roads maintained

Target not met due to the
initial contractor declining the
appointment and the new
contractor being appointed
on 11 May 2018

contract

Upon inspection of the initial
contract it was noted that the
first contractor was appointed

Project to be completed on 11 |on 8 May 2018, which would
December 2018 as per the

have been too late to achieve
the set target.

Number of facilities provided
2 | with chairs and tables

There was no budget
allocated for this project with
further omissions made
during the budget adjustment (financial year

ITo budget on the 2018-19

Reasons could not be obtained

r why the target was included

in the SDBIP even though there
s no budget for it.

Reliability
Various indicators
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24. The reported achievement in the annual performance report did not agree to the supporting
evidence provided for the indicators listed below. The supporting evidence provided indicated
that the achievements of these indicators was as follows:

No. | INDICATOR TARGET REPORTED ACHIEVEMENT AUDITED VALUE
e«  Site establishment
100%
¢  Clear and grubbing
100%
+  Roadbed preparation
¢ 1.5km of shaping 100%
completed »  {ayerworks 50%
Gravelling and storm water: *  Owverall progress Is =  Overall progress
1| KMs of mads mainiained 8km 25% completed 25%
An approved varation order for
fsibaninl sports field: 1 sports August 2018 axists, meaning,
Number of sports fislds fiald with retalning wall and 6 project is not yet complete
upgraded concrete lined drain Isibanint sports fisld completed las at 30 June 2018,
inkanin! indoor sporis centre
phase 2; Complete 100%
bullding finishes and external
work, electriclty and wet
3| Percentage completion senvices connected [Storm water dralnagse 90% Storm water drainage 0%

Various indicators

25. The municipality did not have an adequate record-keeping system to enabile reliable reporting
on achievement of the indicators listed below. As a result, | was unable to obtain sufficient
appropriate audit evidence in some instances, while in other cases the supporting evidence
provided did not agres to the reported achievements. Based on the supporting evidence which
was provided, the achievement of these indicators differed from the reported achievement in
the annual perforrfiance report. | was unabie to further confirm the reported achievements by
alternative means, Consequently, | was unable to determine whether any further adjustments
were required to the reported achiavements of the indicators listed below:

KPt REPORTED
MEASURE/INDICATOR AS ACHIEVEMENT
No. | PER APR TARGET AS PER APR AS PER APR AUDITED VALUE
: Reports on the construction of 50 | Target met: 4 Repoarts on the construction of
1 | Number of reports Houses Constructed (Nhiangwinl) | reports submitted _ | 1000 houses construoted
Reports on the construcion of 300 Target met: 4 Reports on the conetruction of
2 | Number of reports houses (Cluster C phase 1) reports submitted | 1000 houses congtructed

Reports on approval for construction | Target met: 4
3 | Number of reporis {Cluster B phase 2) reports submitted | No reporis submitied

Reports on approval for construction | Target met: 4

4 | Number of reporis (Cluster A phase 2) reports submitted No reports submitted
Reports on approval for consiruction | Target met: 4
§_; Number of reports (Cluster D phase 2} reports submitted No reports submitied
Reports on the construction of 30 :
urits (Operation Sukuma Sekhe Target met 4 |
6 | Number of repors Ward 12) reports submitted | No reports submitted
5
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Other matters
26. | draw attention to the matters below.
Achievement of planned targets

27. The annual performance report on pages x to x includes information on the achievement of
planned targets for the year. This information should be considered in the context of the
findings on the usefulness and reliability of the reported performance information in paragraphs
20 to 25 of this report.

Adjustment of material misstatements

28. | identified material misstatements in the annual performance report submitted for auditing.
These material misstatements were in the reported performance information of basic service
delivery. As management subsequently corrected only some of the misstatements, | raised
material findings on the usefulness and reliability of the reported performance information.
Those that were not corrected are reported above.

Report on the audit of compliance with legislation

Introduction and scope

29. 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.

30. | did not raise material findings on compliance with the specific matters in key legislation set out
in the general notice issued in terms of the PAA.

Other information

31. 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 inciude
the financial statements, the auditor’s report and the selected development priority presented
in the annual performance report that has been specifically reported in this auditor's report.

32. My opinion on the financial statements and findings on the reported performance information
and compliance with legistation do not cover the other information and | do not express an
audit opinion or any form of assurance conclusion thereon.

33. 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 development priority presented in the annual performance report, or my
knowledge obtained in the audit, or otherwise appears to be materially misstated.

34. If, based on the work | have performed, | conclude that there is a material misstatement in this
other information, | am requested to report that fact.

35. | have nothing to report in this regard.
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Intemal control deficiency

36. | 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 on it.

37. The matters reported below are limited to the significant internal control deficiencies that
resuited in the findings on the annual performance report included in this report.

38. Leadership did not exercise adequate oversight responsibility regarding performance reporting,
as standard operating procedures to support performance reporting were not designed.

38. Management did not ensure that regular, accurate and complete performance reports were
prepared which were supported and evidenced by reliable information.

Other report

40. | draw attention to the following engagement conducted by various parties that 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. This report did
not form part of my opinion on the financlal statements or my findings on the reported
performance information or compliance with legislation.

41. At the request of the uMzumbe municipa! council, the Cogta MEC has authorised a forensic
investigation into the affairs of the uMzumbe municipal council in terms of section 106 of the
Municipal Systems Act. The investigation will focus on alleged fraud, corruption and
maladministration within the municipality.

L o
prud™
Pietermaritzburg

14 Decamber 2018

c:"':s‘:’i
@ &

o

AUDITOR-GENERAL
SOCUTH AFRICA

Auditing fo build public confidence

Page 187 of 248



6.3 CORRECTIVE ACTION PLAN
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a) one of the main segments into which a budget of a municipality is divided

for the appropriation of money for the different departments or functional
areas of the municipality; and

b) which specifies the total amount that is appropriated for the purposes of
the department or functional area concerned
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a) one of the main segments into which a budget of a municipality is divided
for the appropriation of money for the different departments or functional
areas of the municipality; and

b) which specifies the total amount that is appropriated for the purposes of
the department or functional area concerned

Appendices
7. Appendix A - Councillors; Committee Allocation and Council Attendance (Before 03 August
2018)
Councillors, Committees Allocated and Council Attendance
Council Members Full Committees *Ward and/ | Percentage | Percentage
Time / | Allocated or Party | Council Apologies
Part Time Represented | Meetings
Attendance | for non
FT/PT attendance
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Councillors, Committees Allocated and Council Attendance

Council Members Full Committees *Ward and/ | Percentage | Percentage
Time / | Allocated or Party | Council Apologies
Part Time Represented | Meetings
Attendance | for non
FT/PT attendance |
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Newly Inaugurated on 03 August 2016
Councillors, Committees Allocated and Council Attendance
Council Members Full Committees *Ward and/ Percentage | Percentage
Time / | Allocated or Party | Council Apologies
Part Time Represented Meetings
Attendance | for non
FT/PT attendance |
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Councillors, Committees Allocated and Council Attendance

Council Members Full Committees *Ward and/ | Percentage | Percentage
Time / | Allocated or Party | Council Apologies
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FT/PT attendance |
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Councillors, Committees Allocated and Council Attendance

Council Members Full Committees *Ward and/ | Percentage | Percentage
Time / | Allocated or Party | Council Apologies
Part Time Represented | Meetings
Attendance | for non
FT/PT attendance |
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8. Appendix B — Committees and Committee Purposes

Committees (other than Mayoral / Executive Committee) and Purposes of Committees
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11. Appendix E — Ward Reporting

(Before 03 August 2017)
Functionality of Ward Committees
Ward Name| Name of Ward Councillor and| Committee | Number off Number off Number
(Number) elected Ward committee| established | monthly monthly of
members (Yes / No) Committee | reports quarterly
meetings submitted | public
held during| to ward
the year Speakers meetings
Office on| held
time during
year
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New Ward Committee after Inaugurated on 03 August 2016
Functionality of Ward Committees
Ward Name of Ward Councillor and| Committee | Number of| Number off Number
Name elected Ward committee| established | monthly monthly of
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meetings submitted | public
held during| to ward
the year Speakers meetings
Office on| held
time during
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12. Appendix G: Audit Committee Meetings
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13. Recommendations and Report From Audit Committee
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UGU SHARED AUDIT SERVICES COMMITTEE
28 CONNOR STREET,
PO BOX 33, PORT SHEPSTONE
039 688 5700
UMZUMBE LOCAL MUNICIPALITY
REPORT OF THE CHAIRPERSON: FOR THE 2016/2017 FINANCIAL YEAR
AUDIT & PERFORMANCE AUDIT COMMITTEE

Members of the Audit Committee:

Mr. Bheki Dladla - Member
Mrs. Chantel Elliott - Member
Mrs. Bongeka Jojo - Member
Mr. Paul Preston - Chairperson

Audit Committee meetings and Performance Audit Committee meetings took place on the following dates:

Audit Committee Meetings
22 August 2016

28 September 2016
03 November 2016

08 December 2016

31 March 2017

29 June 2017

2N

Performance Audit Committee meetings
1. 03 November 2016

2. 31 March 2017

3. 29 June 2017

1. INTRODUCTION
In terms of section 62(1)(c) of the Municipal Finance Management Act (MFMA), No.56 of 2003, the

Municipal Manager is the Accounting Officer and is responsible from managing the financial
administration of the municipality. The Audit Committee is appointed in terms of Municipal Legislation, to
assist and to advise the Mayor, Speaker and Municipal Manager of the Municipality. It is afforded wide
powers and Statutory obligations in terms of Section 166 of the Municipal Finance Management Act. It is
also regulated by an Audit Committee Charter, approved by the Council. It is also regulated by an Audit
Committee approved by the Council. This report documents the activities of the Audit Committee sitting
as a shared service for the UMzumbe Local Municipality for the 2016/2017 financial year.

2. MEMBERS AND MEETINGS OF THE AUDIT COMMITTEE

In terms of the MFMA and the UMzumbe Local Municipality’s Audit Committee Charters, the Audit
Committee as at the 30 June 2017, included four external independent members. None of the members
were Councillors or the Manager. The Audit Committee included the members listed above and met nine
(9) times per annum as per its approved Charter and during the year as a Performance Audit Committee.

Discussions and meetings of a more informal nature with the Municipal Manager took place from time to
time. These meetings included ongoing assessment of statutory compliance, risk in respect of the
Municipality’s:-

1. Compliance with legislation;

2. Completeness and Accuracy of Financial Statements;
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3. Performance evaluation of Managers and in terms of Performance Targets; and considered the
Municipality’s financial position.
4. Considered Risk, and emerging risk, and the of the Risk Committee.

The Audit Committee also sat as a Performance Audit Committee for performance audits in respect of
Section 40, 41, 43 and 46 of the Municipal Systems Act (MSA).

Councillors, unless specifically invited, are excluded from meetings. The Honourable Mayor attended
many meetings. The Audit Committee discusses issues and constructively interrogates management.
COGTA, the Auditor General and Treasury (are standard invitees to all meetings), and provide comment
and advice. The Audit Committee initiated discussions with adequate opportunity to question
management and which is focused on compliance with the fields and areas of concern tested by the
Auditor General. Audit Committee members respect and maintain the confidentiality of topics in the
meetings and concerning the Agendas.

Audit Committee members approved meeting minutes to ensure they captured the important issues
raised. Committee members met with another and exchanged e-mails with the Chief Financial Officer, the
Municipal Manager and the Auditor General between meetings if issues or concerns arose.
Engagements separately with the Auditor General took place. An atmosphere of mutual trust and respect
exists between the Audit Committee and Municipal Management while maintaining independence.

3. AUDIT COMMITTEE’S RESPONSIBILITIES AND DUTIES

The Audit Committee’s responsibilities are outlined in Section 166(2) of the MFMA. The Internal and
External Audit Committee Charters were reviewed by the Audit Committee and care is taken to enhance
the independence and impartiality of the Audit Committee in line with Corporate Governance. In
discharging its responsibilities for the year ended 30 June 2017 the Audit Committee considered the
following:-

3.1 Audit Committee Meetings

o Reviewed the quality of the financial information, financial statements and other Statutory and
regulatory reporting required by the Municipality which was tabled before the Audit Committee;

o Reviewed the draft annual financial statements and the draft Performance Audit information prior
to submission to Council and then submission to the Auditor-General and made
recommendations on enhancing the quality of disclosure;

e Reviewed the draft annual financial statements and performance information to ensure they
present a balanced credible and understandable assessment of the position, performance and
prospects of the Municipality and implemented corrective action;

o Reviewed the Auditor General’s proposed Management report in relation to the year ended June
2017;

e Discussed problems and possible improvements in the municipalities structures and
management, arising from the audit, and any matters the A.G. wished to discuss;

e Reviewed the Auditor General’s management letter and management response with regard to
corrective action or non-material findings to be undertaken in response to significant internal audit
findings;

o Identified key matters arising in the prior year’'s management letter and satisfied itself that areas
for improvements on non-material findings was being properly followed up;

e Reviewed the Internal Audit Plan in conjunction with Key Performance Areas and Service
Delivery;

e Reviewed contract management and compliance legislation in particular Section 116 of the
MFMA,;

e Eliminated possible misstatements in the Draft Financial Statements;

e Considered issues raised by internal Audit concerning tender awards;

e Met with the Mayor of the Municipality to consider concerns raised by the Mayor;
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3.2

Performance Management

The Audit Committee, sitting as a Performance Audit Committee, considered matters relating to
performance management in order to discharge the responsibilities prescribed in terms of Regulation
14(4) of the Local Government: Municipal Planning and Performance Management Regulations, 2001.
These responsibilities included:

3.3

A review of the quarterly reports submitted by internal audit.

Considered the mid-year performance review.

Considered Planning and Performance Management Regulations.

Reviewed the performance management system and testing the functionality thereof and
compliance with the Municipal Systems Act and the MFMA.

Focused on the economy, effectiveness, efficiency, reliability and impact applicable to the
Municipality’s own key performance indicators.

Considered the application of Sections 40, 41, 43 and 46 of the Municipal Systems Act, with
reference to the I.D.P. and the shortcomings of the Municipality in this regard and reviewed same
prior to submission to the Council and the Auditor General.

Established that there has been notable discipline by the Municipality concerning Sections 40, 41,
43 and 46 of the Local Government: Municipal Systems Act in that the reporting in respect of the
Integrated Development Plan (“IDP”) has been found to be consistent with the objectives,
indicators and targets in the approved annual performance plan. This was noted by the Auditor
General which made a favourable finding. The Auditor General has found that the cause of the
consistency is very much because of adequate review of reports before submission.

Performance Management during the year to ensure that it provided credible information
indicating or giving assurance that Performance Management is receiving attention.

This is particularly well received by the Audit Committee and the Municipality has benefitted from
the services of an able Internal Auditor for much of the financial year.

Aligned the IDP, SDBIP and the Municipalities pre-determined performance targets and
performance measures.

Considered certain tender award concerns raised by internal audit.

Considered mSCOA readiness.

Leadership

3.3.1 The Municipality operates within a sound and harmonious leadership framework. There is

synergy and respect which begins at a Political level and which permeates through to an
operational level within the Municipality.

3.3.2 The Municipal Manager of the Municipality is informed, technically sound and most capable.

Mention must be made of the role played by the Chief Financial Officer, who is always
helpful and generous in sharing detailed knowledge of legislative compliance in this regard.

3.3.3 In Financial Management the Municipality remains strong. There were minor issues raised

by the Auditor General, but some of these minor issues did impact materially on the sound
financial health of the Municipality and the prior unqualified audit finding.

3.3.4 Performance Management against pre-determined objectives, and compliance levels

concerning statutory compliance, is a challenging and evolving field which the Municipality
has dealt with very well.

3.3.5 The Municipality has performed satisfactorily in the area of Performance Management and

much attention and debate took place with both the Audit Committee, the Auditor General
and with representatives of COGTA.
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3.3.6  The Auditor General has found that the Municipality has provided credible measures taken
to sustain its performance and its evaluation of its own performance and to manage its own
performance evaluation.

3.3.7 This resulted in an unqualified Audit Report but with other important matters in all areas
tested by the Auditor General for the year, which is satisfactory.

3.3.8 The Political and operational leadership of the Municipality are worthy of recognition and
praise for this achievement.

3.3.9 The Mayor has been pro-active and helpful concerning the Audit Committee and has
attended Audit Committee meetings.

34 Internal Control and Internal Audit

The External Audit Committee is responsible for monitoring and advising in respect of the effective
functioning of the Internal Audit activity. Internal Audit reports functionally to the Audit Committee and
administratively to the Accounting Officer. The Audit Committee:-

e has direct access to Internal Audit through a reporting relationship set out in the MFMA, with
Internal Audit thus supporting its independence from management.

e via the Chairperson has conducted private telephone calls and exchanged e-mails, and been
available for meetings with the Manager of Internal audit and the Municipal Manager to allow for
frank discussion of issues and concerns and risk.

e evaluated the performance of internal audit and the independence and effectiveness of the
internal auditors.

e understands the scope of internal and external auditor's review of internal control over financial
reporting, and obtained reports on significant findings and recommendations, together with
management's responses.

¢ evaluated controls over the overall operational and financial reporting environment and reviewed
the effectiveness of the internal controls.

e assessed the adequacy of performance of the internal audit function, and the adequacy of
available internal audit resources.

o reviewed the adequacy and frequency of corrective action taken in response to any Auditor
General’s findings raised in the prior year.

e reviewed and approved the Internal Audit Charter, the Municipality’s Internal Audit Plan and
Internal Audit's conclusions with regard to internal control.

o frequently discussed matters with respect to risk assessment, the risk register and regular,
ongoing asset management and the asset register.

o discussed at length the challenges in performance management.

¢ considered Statutory compliance in several areas of Municipal responsibility.

¢ monitored compliance with Legislation and supply chain management.

e considered VAT compliance.

e considered and reviewed compliance with GRAP.

e regularly considered Property Plant and Equipment (PPE).

e the Chair attended planned Performance Evaluations for Senior Managers in terms of 2006
Regulations at the Municipality.

35 Compliance and Ethics

From a review of various reports and discussions held at Audit Committee meetings the Audit Committee
noted that a Fraud Prevention Strategy was in place and a Code of Conduct for Municipal staff and its
Councillors in terms of the Municipal Systems Act was applied by the Municipality. The Audit Committee
is satisfied that it has complied with its responsibilities. It has reviewed the effectiveness of mechanisms
for the identification and reporting of compliance with laws as set out in the pre-determined Internal Audit
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Plan and regulations; and the findings of regulatory bodies or audit observations. It must be stated,
however, that fraud is very difficult to detect at any level and a Whistleblowers risk alert is in place

3.6 Section 71 (of the MFMA) Management Report

This is required at each Audit Committee meeting from the Chief Financial Officer. It is most helpful in
providing a contemporaneous indication of the financial health and state of the Municipality at any given
time. The Audit Committee recommends at each meeting that monthly section 71 Management reports
also be submitted to the Council during the year. The CFO has adapted to the new mSCOA accounting
system exceptionally well and has set the highest of standards in the District.

3.7 The Consideration of the Auditor General’s Report

The Auditor General has tabled its Final Management Report and Audit Finding in respect of the year
under review. The Auditor General expressed an Unqualified Opinion for the year and for a further
consecutive year.

3.8 Emphasis of matters

Municipality Emphasis of matter raised

UMzumbe Municipality Underspending of the budget

As disclosed in the statement of comparison of budget and actual
amounts, the municipality materially underspent the budget by R49,90
million on salary related costs, general expenses and contracted services
due to implementing strict cost cutting measures and re-prioritising
certain projects

Impairment of debtors

As disclosed in note 6 to the financial statements, the municipality
recognised an impairment for bad debts of R3,16 million as the
recoverability of these amounts was doubtful

3.9 Predetermined objectives

The selected development priority as presented in the annual performance report of the municipality for
the year ended 30 June 2018 was evaluated for 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.

3.10 Internal control deficiencies

e Leadership did not exercise adequate oversight responsibility regarding performance reporting, as
standard operating procedures to support performance reporting were not designed.

e Management did not ensure that regular, accurate and complete performance reports were prepared
which were supported and evidenced by reliable information.

3.11 Other reports

| draw attention to the following engagement conducted by various parties that 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. This report did not form part of my
opinion on the financial statements or my findings on the reported performance information or compliance
with legislation.
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At the request of the uMzumbe municipal council, the COGTA MEC has authorised a forensic
investigation into the affairs of the uMzumbe municipal council in terms of section 106 of the Municipal
Systems Act. The investigation will focus on alleged fraud, corruption and maladministration within the
municipality.

3.12 In-year reports submitted in terms of the MFMA

The quarterly Performance Management reports (pms), consideration of the budget and its alignment with
the IDP and SDBIP, Internal Audit reports and the Annual Performance Reports have been interrogated
by the Audit Committee. The Audit Committee reviewed these reports and was generally satisfied with
some of the content and quality of these reports prepared in respect of performance management and
issued on behalf of the Accounting Officer and management during the year under review and the
minutes of the External Audit Committee reflects this.

3.13 Internal Audit Function
During the year under review, an audit plan was prepared based on the Annual Risk Assessment. The
following is a list of areas of concerns which required Internal Audit and Management’s high levels of
attention:
e Ethics
e Asset Management Review
e Bi-annual reviews of Performance Management
Financial Discipline Review
Rates Revenue
Follow Up Review: Revenue Management
Information Technology General Controls Review
Supply Chain Management Discipline Review
Section 32, Section 36 and 17(1)(c) of Supply Chain Management Regulations
Annual Financial Statements
Fraud Prevention
Statutory Compliance.
Risk Management and the Risk Register
Performance Management
Internal Audit Plan
Property Plant and Equipment and Asset Register
e  Supply Chain Management (SCM)
e Generally Recognised Accounting Practice (GRAP)
e Performance Evaluation of Senior staff members
e Emerging Risk and Risk Committees

An annual assessment of the Internal Audit Function has been completed the Audit Committee. The
External Audit Committee is satisfied with the performance of the Internal Audit function and reports that
all projects in terms of the approved risk based annual audit plan had been adequately provided to the
Audit Committee as required by Legislation. The plan comprising of the approved projects for the
Financial Year 2016-2017 and its status of attention is reported upon in the Internal Audit Report within
the Annual Report under the auspices of the Office of the Municipal Manager.

4. EVALUATION OF ANNUAL FINANCIAL STATEMENTS

The Audit Committee has reviewed the credibility, the draft annual financial statements and the
Municipality’s draft Performance Management assessment for the year ended 30 June 2017 prior to
same being submitted to the Auditor General on the 31 August 2017. The Committee reviewed the
accounting policies and practices and evaluated the draft annual financial statements based on the
information provided to the Committee and considered the integrity of the said statements in complying in
all material respects with the requirements of the MFMA and Treasury Regulations as well as the
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statements of Generally Recognised Accounting Practice (GRAP). It considered the compliance levels of
the Performance Management assessment.

The Committee will interrogate the audited financial statements together with the report of the Auditor
General and the related management letter and Audit finding with management responses and the
required corrective action for the previous financial year. It will provide the Municipal Council with an
authoritative and credible view of the financial position of the municipality, its efficiency and effectiveness
on overall compliance with the MFMA and any other applicable legislation, and its Performance
Management.

5. RESOLUTIONS

With reference to Treasury Circulars, the Audit Committee Resolved as per Annexure “A”, at its Audit
Committee meetings for the year in question.

6. A.G.’S AUDIT OUTCOME

The Unqualified Audit with no other matters to modify the report received by UMzumbe, which is a rural
Municipality and for the year is a significant achievement which reflects favourably on the Political
Leadership and all those in the Municipality.

7. CONCLUSION

| would like to thank my remarkably competent Audit Committee colleagues for making themselves
available to serve on this Committee and for the significant contribution that they have made. As an Audit
Committee, we rely to a great extent on the Municipal Manager who has continued to maintain a
purposeful and impressive leadership role. The CFO and the Internal Auditor, Ms. Nosisa Blackenburg
continue to evolve as high quality Municipal Officials, have been particularly helpful during the year, both
are very capable and their support and integrity are also appreciated. The Political Leadership continues
to play a purposeful part concerning the Audit Committee and by making themselves aware of the
accounting and internal auditing systems and controls at the Local Municipality.

Mr Paul Preston

Chairperson: Ugu District Municipality
Shared Services Audit Committee
Date: December 2017
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14. Umzumbe Oversight Report 2017/18
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1. INTRODUCTION

The Municipal Finance Management Act (MFMA) assigns specific oversight
responsibilities to Council regarding the Annual Report and the preparation of an
Oversight Report. Given the processes required by Council to effectively undertake
its oversight role, the establishment of MPAC of Council provides the appropriate

mechanism through which Council fulfils its oversight responsibilities.

The MPAC's primary role is to consider the Annual Report, receive input from the
various role players and to prepare a draft Oversight Report for consideration by

Council.
2. BACKGROUND

The oversight role of Council is an important component of the financial reforms and
it is achieved through the separation of roles and responsibilities between Council,
the Executive (Mayor and Executive Committee) and Administration. Good
governance, effective accountability, and oversight can only be achieved if there is a

clear distinction between the functions performed by the different role players.

Non-executive Councillors are required to maintain oversight on the performance of
specific responsibilities and delegated powers that they have given to the Executive

(Mayor/Executive Committee).

The council in its meeting on the 23™ of January 2019 sat and considered the draft
annual report. The Draft annual report was then placed at strategic locations to
obtain comments from the public on the 315 of January 2019. The draft annual
report was also submitted to Auditor General of South Africa and the KwaZulu Natal
Department of Co-operative Governance (CoGTA) for further inputs and comments
on the 04% of February 2019.
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3. FUNCTIONS OF THE MPAC
The functions of the MPAC are to:

. Undertake a review and analysis of the Annual Report.

. Invite, receive, and consider inputs from Councillors and Portfolio Committees,
on the Annual Report.

. Consider written comments received on the Annual Report from the public
consultation process.

. Conduct Public Hearing(s) to allow the local community or any organs of state
to make representations on the Annual Report.

. Receive and consider Council’s Audit Committee views and comments on the
annual financial statements and the performance report.

. Preparation of the draft Oversight Report, taking into consideration, the views
and inputs of the public, representative(s) of the Auditor-General, organs of

state, Council’s Audit Committee and Councillors.

4. COMPOSITION OF MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

The Municipal Public Accounts Committee (MPAC) is a committee of Council
established under section 79 of the Municipal Structures Act, 1998. Section 79 allows
for the co-option of advisory members to a Committee of Council, who are not
members of the Council. Umzumbe Municipality consist of 5 MPAC members and the

traditional leadership representation, who are:

Cllr JP Mtambo (Chairperson)

Clir BB Luthuli (Deputy Chairperson)
Clir TM Mbayi

Cllr P Habile

Clir B Dlamini

Inkosi BS Cele

The draft annual report was received for MPAC to consider and make inputs on the

26t of February for a meeting that sat on the 27t February 2019. Due to enormous
I ———
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workload, the MPAC adjourned the meeting and reconvened on the 04t of March
2019. Again, in this instance the MPAC was pressed and could not finish the
meeting. The MPAC reconvened on the 26t of March and considered the Annual
Report. With this being mentioned, MPAC have been bent over backwards to

execute the functions assigned to it by the Municipal Council.

Inputs were received from the Auditor General of South Africa and the KwaZulu
Natal Department of Co-operative Governance (CoGTA). Attached as Annexure A

and B respectively.
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ANNUAL REPORT REVIEW BY MUNICIPAL PUBLIC ACCOUNT COMMITTEE

5. CHAPTER 1

5.1. GENERAL COMMENTS
Mayor’s Foreword and Executive Summary

In this paragraph the Mayor reflects on achievements by the municipality. These
includes projects that have been handed over, Audit Opinions obtained by the

municipality and any success story that the municipality prides itself with.
Municipal Manager’s Overview 2017/18 Financial Year

In this paragraph, the Accounting Officer reflect on the manner which the
municipality has operated since the take over of the new council in 2016. She goes
on to highlight projects worth celebrating including Ncazolo, Inkanini Indoor Sport

Centre, Mathulini Mall etc.
Municipal Functions, Population and Environmental Overview
Municipal Functions

This paragraph outlines different roles between those of the Local Municipality,

District Municipality and Shared Services.

Demographics

This paragraph indicates demographics as per the 2016 Survey.
Service Delivery Overview

This paragraph quotes distribution of services i.e. Water, Sanitation, Local Economic

Development, Housing, Roads, Storm Water Drainage, Local planning approvals.
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5.2. CORRECTIONS TO BE MADE ON THIS CHAPTER

PAGE CONTENT CORRECTIONS
NO.
1 Table of content numbering Numbering of as

contained in the table of

content to be amended.

5 And we were delighted to receive the Amend to reflect the
forth clean audit from the Auditor General. | Audit outcomes for
2017/2018 FY

7 Together with this team, we have Amend to reflect the
achieved four clean audits from the Audit outcomes for
Auditor General 2017/2018 FY

23 The speaker of the council chairs the To correct this sentence

Council Meetings as well as chairing the to reflect the
Youth Council Committee of the council. responsibilities of the

current Speaker of the

Council
23 The council has an executive committee of | To explain further on
eight full time councillors. EXCO membership

inclusive of Speaker as an
EX-Officio.
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6. CHAPTER 2: GOVERNANCE

6.1. GENERAL COMMENTS

6.1.1. Component A: Political and Administrative Governance

This paragraph reflects on different levels of governance from Mayor, Deputy Mayor,
Speaker, Executive, Audit Committee, Council Traditional Leadership and

Administrative Governance led by the Accounting Officer.
6.1.2. Component B: Intergovernmental Relations

This paragraph depicts different structure where information is shared and different

structures where intergovernmental relations are discussed.
6.1.3. Component C: Public Accountability and Participation

This paragraph reports on the processes Umzumbe Municipality embarks on as
articulated in the Section 17 of the MSA. The municipality achieve this through public

meetings, quarterly report back public meetings
6.1.4. Component D: Corporate Governance

This paragraph reports on the activities that the municipality embarks on to achieve
good corporate governance. These includes risk management, anti-fraud and
corruption, supply chain management, adopted by-laws and placing of municipal
documents on the website.

6.2. CORRECTIONS TO BE MADE ON THIS CHAPTER

PAGE CONTENT CORRECTIONS
NO.

29 - 30 Table with pictures of administration | Picture of Mrs. N Lushaba,

name of the Technical
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PAGE
NO.

CONTENT

CORRECTIONS

Services Director and picture

is omitted.

34-35

Table with public meetings statistics

The table is incomplete and

therefore not reliable. There is
no indication of the number of
people attending the quarterly

meetings.

36

The department is headed by Director

Corporate Services

To amend and indicate the
programs the municipality put
in place to ensure good
corporate governance. There
is no relationship between the
introduced department with
the information of corporate

governance.

52

Supply Chain Management

Last paragraph: ‘The municipality
commenced on the preparations for

the implementation of the mSCOA.

The Municipal Manager’s
overview indicates that the
municipality smoothly
transited to the mSCOA
implementation while in this
paragraph is it reported that
the municipality has
commenced with mSCOA
processes therefore
contradictory to what has

been mentioned earlier.

MPAC




10 of 31

7. CHAPTER 3 — SERVICE DELIVERY PERFORMANCE

7.1. GENERAL COMMENTS

7.1.1. Component A: Basic Services

This component reflects on the provision of services to our communities, these
includes even services provided by the District. Services reported on such as water,

waste water, electricity, waste management, housing and indigent support.
7.1.2. Component B: Road Transport

This section reflects on the access roads the municipality has maintained, plant
acquired by the municipality to maintain access roads, new roads and bridges
constructed and costs incurred in maintaining and construction of roads. This
paragraph also reflects on transport services operating under Umzumbe, e.g. the

UGu Transport services.
7.1.3. Component C: Planning and Development

This paragraph reflects on development opportunities available for the municipality
to grow the economy. It further touches on activities the municipality embarked on
to compile an IDP. Local economic development programs are also explained in this

component.

7.1.4. Component D: Community and Social Services & Fire Fighting

Services

This component reflects on programs that are implemented by the municipality to
improve the way of life in our communities as well as alleviation of poverty. These
programs include school greening projects, maintenance of community facilities and

child care programs e.g. Dress a child to nhame the few.

MPAC 10
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7.1.5. Component E: Environmental Protection

Umzumbe municipality works with the department of Environmental affairs in
implementation of goal 6 i.e. response to climate change. This section then goes on

to explain programs Umzumbe has done to achieve goal 6.
7.1.6. Component F: Health

This section reflects that Umzumbe has 1 Community Health centre, 13 clinics and 3

mobile clinics stopping points.
7.1.7. Component G Security and Safety

In this component, the report reflects on different subcomponent to have safe

communities i.e. Police, Fire and Disaster Management.
7.1.8. Component H: Sport and Recreation

Umzumbe has managed to revive ward sports committees to manage federation of

all sports codes.
7.1.9. Component I: Corporate Policy Offices and Other Services

This section covers other aspect of governance and services the municipality has put
in place to achieve corporate policy. These includes executive and council, financial
services, function of the financial services department, human resources and the

information communication technology.
7.1.10.Component J: Miscellaneous

A statement indicating the municipality’s inability to fulfil objectives of this section
due to the municipality being predominantly rural. This paragraph however does not

explain those objectives.
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7.1.11.Component K: Organizational Performance Scorecard

The annual performance reported is attached on this section. This report reflects on

achievements when compared to the planned deliverables as contained in the

approved Service Delivery implementation plan.

7.2. CORRECTIONS TO BE MADE ON THIS CHAPTER

PAGE CONTENT CORRECTIONS

NO.

54 Water provision: Water and waste Correct to read “Water
water are services provided by UGu services authority”
Municipality as an institution with
water serves authority

54 The stats further indicate a rise in Correct to read ‘households
households’ access to water below with access to water below
RDP standard. RDP standard’

58 The municipality is also assisting the | To correct to name “Thuthwini
Thuthwini shoping centre to ensure Shopping”. On the Municipal
that their waste material is removed. | Manager’s foreword, the

naming of the shopping centre
is “Mathulini Mall”.

59 The municipality id a deep rural To correct ‘is”

60 Table indicating the percentage of This table is not reliable as the
access to basic services number of households cannot

be above population statistics.

MPAC
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PAGE CONTENT CORRECTIONS

NO.

62 3300 household provided with This was a plan but was not

electricity tokens achieved. To correct and
reflect on the actual number
the municipality distributed.

62 2400 dress a child program 2321 as per invoice from the
supplier.

63 To correct spelling of “Lowbed” To read “Loadbed”

68 Table with employees (roads To correct to be as per the

services) approved organogram

68 Table relating to Road Services The table is not reliable, it
contain no projects names,
budget and actual expenditure
seem off.

75 Vacancy rate for planning To correct the table to read:
Level 0-3 (1)

Level 4-6 (3)

76 Phungashe Local Area Plan To correct the “Target
Achieved Adopted SDF” to
speak to the target.

77 Table with planning budget No indication of Actual and %
variance.

94 Sports Field maintained To change and reflect the
number of times the grounds

MPAC
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PAGE CONTENT CORRECTIONS
NO.
were cut as it looks like the
municipality has 60 grounds.
96 Uniforms distributed 2400 vs 2321 as per invoice
from the service provider.
100 Adoption of the Disaster Management | How often is this plan
Plan last adopted in 2015 reviewed?
101 Sports Confederation Committee List of programs do not belong
in this financial year
103 Last paragraph: To amend this paragraph to
state current affairs and be
“Mathulini Mall development will help ) _
aligned with other paragraphs
improve access to services and job _
on this document on the same
creation” )
subject.
105 Senior Management Level 13-15 To reflect levels as per the

approved organogram

MPAC
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CHAPTER 4: ORGANIZATIONAL DEVELOPMENT PERFORMANCE

8.1.1. Component A: Introduction to the Municipal Personnel

The number of employees as per the organogram is reflected in a tabular form on

this component.

8.1.2. Component B: Managing the Municipal Workforce

This component reflects on policies that were reviewed and adopted by the

municipal council, injuries, sickness and suspensions, cases of disciplinary action,

performance reward and skills development and training.

8.2. CORRECTIONS TO BE MADE ON THIS CHAPTER
PAGE CONTENT CORRECTIONS
NO.
130 Chapter heading Separate heading with the
component.
CHAPTER 4: ORGANIZATIONAL
DEVELOPMENT PERFORMANCE
COMPONENT A INTRODUCTION TO
THE MUNICIPAL PERSONNEL
130 Table with employees
Community & Social Services No vacancy existed in this
section
Two (2) positions instead of 3
ICT Unit

MPAC
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PAGE CONTENT CORRECTIONS
NO.

131 List of adopted policies Other finance related policies

have been omitted.

131 Table with disciplinary actions No information captured.
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9. CHAPTER 5 — FINANCIAL PERFORMANCE

9.1. GENERAL COMMENTS

9.1.1. Component A: Statements of Financial Performance
This component contains 4 subcomponents, i.e.:
Introduction to Financial Statements

In this paragraph, the process and due date of submitting Annual Financial
Statements to the Auditor General South Africa is explained. It was also confirmed
that the AFS were submitted timeously to the AGSA and sighted the Audit outcome
that was obtained by the municipality for the 2017/2018. The 2017/2018 Annual

Financial Statements are then attached.

The Auditor General of South Africa confirmed that these were the AFS that were
audited.

Statements of Financial Performance
Nothing is documented on this section except the reader to “Refer to AFS”
Grants

All grants received by the municipality in the year 2017/2018 are reflected on this
paragraph. A table depicts all grants as approved in the 2017/2018 Final Budget.

Assets Management

This paragraph states the process for compiling, verification and reporting of

municipal assets.
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9.1.2. Component B: Spending Against Capital Budget Introduction to
Spending Against Capital Budget

This component reflects on Capital Spending on 5 Largest Projects that the
municipality constructed in the 2017/2018 period. A list of top 5 projects is projected

on a table.
Sources of finance

A table with grant allocations is reflected on this paragraph. No indication of the

options of funding for the projects as listed in “a” above.

9.1.3. COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENT
INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENT

Cash Flow

This paragraph states that the cash flow is the key to the sustainability of the
municipality and its ability to provide services to the community. No analysis or
reference is made to indicate or give confidence to stakeholder on the liquidity of the

municipality.
Borrowings and Investments

This paragraph indicated that the municipality hold no loans with any financial

institution however have investments amounting to R 9,6 million.

Reported on the 2017/2018 AFS is interest received on investments totalling R
12,509,546, therefore an indication of R 9,6 million as investments is not correct as

investments cannot be below interest earned on them.
Public Private Partnership

This paragraph states that the municipality did not enter into any public private
partnerships. This is not a true reflection of the municipality; the municipality has

entered into two (2) service level agreements, i.e. with the UGU South Coast

1
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Development Agency and South Coast Tourism. This was however omitted on this

paragraph.
9.1.4. COMPONENT D: OTHER FINANCIAL MATTERS
Supply Chain Management

This paragraph stated briefly the system used by the municipality. How construction
contracts are filed as well as that the Bid committees’ functions were executed as

per the prescripts.

This paragraph omitted however to state compliance with SECTION 6 {3} {4) OF
THE MUNICIPAL SCM REGULATIONS wherein a quarterly report on SCM must be

submitted to Council.
GRAP Compliance

This paragraph confirms that the AFS for 2017/2018 were prepared in accordance

with the required framework and submitted to the AGSA as required by legislation.

9.2. CORRECTIONS TO BE MADE ON THIS CHAPTER

PAGE CONTENT CORRECTIONS

NO.

134 Heading of the chapter: "Employee Remove “employee
Expenditure - Chapter 5” expenditure”

134 The annual financial statements for the “Are”

year ended 2017/2018 “is"”

134 The municipality maintained the clean This to be corrected to

audit status. state that the municipality

regressed to Unqualified
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PAGE CONTENT CORRECTIONS

NO.

Audit Outcomes with
findings.

The Paragraph with content stating that

AFS for 2017/2018 are being compiled to | To be amended

be removed/reworded.

174 Statement of Financial Performance No analysis provided. E.g.
how the municipality
performed overall.

174 Table with grant allocations (allocations To reflect amounts as
are not as per the approved budget for allocated in the
2017/2018). 2017/2018 financial year

175 The municipality compiled the fixed assets | To change the financial
register for the 2015/2016 financial year year is 2017/2018
in accordance with GRAP

176 The table containing projects contains The following projects

projects that were not constructed/funded
in the 2017/2018.

were not
funded/constructed in the
2017/2018:

= Khathi Access Road
» Maqgongo Access Road

»= Guquka Bridge

Mpisane Access Road

MPAC
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PAGE CONTENT CORRECTIONS
NO.
176-177 | Table with grant allocations (allocations To reflect amounts as

are not as per the approved budget for
2017/2018).

allocated in the

2017/2018 financial year

MPAC
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10. CHAPTER 6 — AUDITOR GENERAL AUDIT FINDINGS
INTRODUCTION

10.1. GENERAL COMMENTS

10.1.1.Component A: Auditor —General Opinion of Financial Statements
Year 1

Auditor —General Reports Year — 1 (Previous Year)

This paragraph reflects on the 2016/2017 Audit outcomes.
10.1.2.Component B: Auditor — General Opinion Year 0 (Current Year)
Auditor General Report Year 0

This paragraph reflects on the 2017/2018 audit outcomes. The report from the AGSA

is also attached as well as the Corrective Action Plan to address the findings.

10.2. CORRECTIONS TO BE MADE ON THIS CHAPTER

PAGE CONTENT CORRECTIONS
NO.
210 Approved Budget Explanation relates to AFS
instead
215 Appendix A: Councillors; Committee To be removed as it falls
Allocation and Council Attendance (Before | outside 2017/2018
03 August 2016) period.
216 Newly Inaugurated on 03 August 2016 Amend to reflect
2017/2018
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PAGE CONTENT CORRECTIONS
NO.

221 Appendix C: Third administrative Structure | Amend as all positions
(Section 54 and 56) were filled in 2017/2018

financial year.

223 - 228 | Appendix E — Ward Reporting (Before 03 | Remove as nhew council
August 2016) was inaugurated in 2016,
therefore this appendix in

not applicable.

228 New Ward Committee after Inaugurated Amend to reflect
on 03 August 2016 2017/2018
228 - 232 | Incomplete data on the table Incomplete in that other

wards reflect no ward
committee meetings in
2017/2018.

11. CONCLUSION

The MPAC commends Council, the Acting Municipal Manager, the Senior Managers
and all staff at Umzumbe Municipality on the strides made towards good
governance. However, greater exploits can be achieved by this municipality if due
care is placed on internal controls, supervision and consequence management where

needed.

The MPAC has pleasure in presenting the Oversight Report to Council to consider the
following resolutions and then to be forwarded to the relevant Departments and

Provincial Legislature:
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11.4.
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That Council having fully considered the Annual Report of Umzumbe
Municipality for the 2017/2018 Financial Year, adopts the Oversight Report
for the 2017/2018 Financial Year, a copy of which is attached.

That Council approves the Annual Report of the Umzumbe Municipality for
the 2017/2018 Financial Year.

That the Oversight Report be made public in accordance with Section 129(3)
of the Municipal Finance Management Act 56 of 2003.

That the Oversight Report be submitted to the Provincial Legislature in
accordance with Section 132(2) of the Municipal Finance Management Act
56 of 2003.

Clir JP Mtambo (MPAC Chairperson)

Clir BB Luthuli (MPAC Deputy Chairperson)

MPAC
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11.1. That Council having fully considered the Annual Report of Umzumbe
Municipality for the 2017/2018 Financial Year, adopts the Oversight Report
for the 2017/2018 Financial Year, a copy of which is attached.

11.2. That Council approves the Annual Report of the Umzumbe Municipality for
the 2017/2018 Financial Year.

11.3. That the Oversight Report be made public in accordance with Section 129(3)
of the Municipal Finance Management Act 56 of 2003.

11.4. That the Oversight Report be submitted to the Provincial Legislature in

accordance with Section 132(2) of the Municipal Finance Management Act
56 of 2003.

{/}JM

Clir JP Mtambo (MPAC Chairperson)
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nosisa@umzumbe.gov.za
_

From: Kushi Audan <kushi@umzumbe.gov.za>

Sent: Monday, 18 February 2019 09:40

To: Mahlatse Phosa

Cc: Nokwanda Mzitshane

Subject: FW: Annual report review - uMzumbe Municipality
Morning,

See email attached below from AG.

Kind Regards

Kushi Audan CA [5.4)
Chief Financial Officer

Umzumbe Local Municipality
=% Telephone : 039 972 0005

Fax ;0395972 0093

Cell ;082 6594 6269
E-mail : kushi@umzumbe.gov.za
Website T Www.umzumbe.gov.za

Disclaimer :www.umzumbe.gov.za/disclaimer.html

From: Myeni,Zinhle [mailto:ZinhleMY@agsa.co.za]

Sent: 16 February 2019 05:58 PM

To: 'Zanele Mngadi' <zanelem@umzumbe.gov.za>; 'Kushi Audan' <kushi@umzumbe.gov.za>

Cc: Shobede,Nomfundo <NomfundoS@agsa.co.za>; Buckus,Muhammad Ismaeel <MuhammadB@agsa.co.za>
Subject: Annual report review - uMzumbe Municipality

Good Day

We have reviewed the annual report and confirm that the APR, AFS and audit report are consistent with the audited
documents and the signed AR.

The report is currently not numbered.

Kind regards
Zinhle Myeni CA(SA)

Audit Manager « KwaZulu-Natal « Auditor-General of South Africa

Tel: +27(0)33 264 7400 « Fax: +27(0)33 264 7596 « Mobile: +27(0)83 922 0439 « Email:
zinhlemy@agsa.co.za

Auditing to build public confidence

5% Please consider the environment before printing this email

AGSA e-mail disclaimer and confidentiality note

Important Notice: This email is subject to very important restrictions, qualifications and disclaimers (“The
Disclaimer”) which must be accessed and read by visiting our webpage at the following address:
http://www.agsa.co.za/About/EmailDisclaimer.aspx. The Disclaimer is deemed to form part of the content

1
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of this email in terms of Section 11 of the Electronic Communications and Transactions Act, 25 of 2002. If
you cannot access the Disclaimer, please request a copy thereof by sending an email to
disclaimer(@agsa.co.za
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cogta Tel. +27 33 355 6226 Fax. +27 33 355 6292
Postal. Private Bag X 9078, Pietermaritzburg, 3200
Department: Office. Southern Life Plaza, 271 Church Street,

Cooperative Governance and Traditional Affairs Pietermaritzburg 3201

PROVINCE OF KWAZULU-NATAL

BUSINESS UNIT: MUNICIPAL FINANCE

Enquiries: My Reference: Date:
Imibuzo: kel Inkomba Yami:  Annual E-mail: Joey.krishnan@kzncogta.gov.za Usuku:  05/03/2019
Navrae: My Verwysing: P Datum:

The Accounting Officer
Umzumbe Municipality
561 Siphofu Road
Hibberdene

4220

Facsimile: 039-972 0099

Dear Sir

ANALYSIS OF UMZUMBE ANNUAL REPORT : THE 2017/2018 FINANCIAL YEAR

In terms of section 127(5)(b) of the MFMA, the Umzumbe local municipality annual report was received by
the Department for analyses. The analysis was undertaken in terms of section 121(3),(4) of the Municipal
Finance Management Act No 56 of 2003(MFMA) and National Treasury Circular 63.

The following deficiencies have been noted on Table 1 which require remedial action by the municipality;

TABLE 1: Analysis of the 2017/2018 Annual Report

ANNUAL REPORTING CHECKLIST - MUNICIPALITIES Annexure B
DATE:
MUNICIPALITY: UMZUMBE Prepared by: S.Pillay
FINANCIAL YEAR: 2017/2018 Reviewed by:
CAPACITY:
Legislation/ | Yes | No | N/A | Page | Comments
Guidelines
ANNUAL REPORT COMPONENTS
1 Is there a set of the audited annual financial statements? s121(3)(@) | v No page
numbers on
annual
report.
2 Does the annual report contain the audit report on the AFS? s121(3)(b) | v

BACK TO BASICS: SERVING OUR COMMUNITIES BETTER EB
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3 Does the annual report contain annual performance report in | s121(3)}(c) | v
terms of s46 of the MSA?

4 Does the annual report contain the Auditor-Generals report on | $121(3)(d) | v
the municipalities performance report?

5 Does the annual report contain an assessment of the | s12 (3)(f) v
performance against measurable performance objectives for
revenue collection by the accounting officer.

6 Does the performance report inciude the current years | MSA s 46 | v
performance and targets as well as the prior year? (1) (a)

7 Does the performance report include measures that were taken | MSA s 46 | v
or are to be taken to improve performance? (1)(a)

8 Does the performance report contain the development and | MSA s 46 X
service delivery priorities and performance targets set for the | (1) (a)
next financial year.

9 Is there an assessment by the accounting officer on any arrears | s121(3)(e) X
on municipal taxes and services charges?

10 Does the annual report contain a response to the audit report on | s121(3)(g) X
the AFS?

11 Does the annual report contain the recommendations of the | s12 (3)(j) X
audit committee?

12 Does the municipality have sole or effective control of a v
municipal entity?

13 If yes to above, is there a set of consolidated annual financial | s121(3)(a), v
statements s 122 (2)

14 HAVE THE FOLLOWING APPENDICES BEEN DISCLOSED? NT Circ 63

a. Councillors, Committee allocation and council attendance v

b. Committee and committee purpose v

c. Third Tier Administrative structures v

d. Functions of municipality/ entity v

e. Ward Reporting v

f. Ward Information v

g. Recommendations of the Municipal Audit Committee v

h. Long Term contracts and Public Private Partnerships v

BACK TO BASICS: SERVING OUR COMMUNITIES BETTER BB
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i Municipal entity/ Service provider Performance schedule X
j- Disclosure of financial interest X
k. Revenue Collection Performance X
K(i) | Revenue Collection Performance by Vote
K(ii) | Revenue Collection Performance by Source
l Conditional grants received: excluding Municipal Infrastructure
Grant
m. Capital Expenditure - New/ Upgrade/Renewal Programmes:
including Municipal Infrastructure Grant
m(i) | Capital Expenditure - New Assets Programme
m(ii | Capital Expenditure - Upgrade/Renewal Programme
)
Capital Programme by project Current year
0. Capital Programme by project by ward Current year X
p. Service connection backlogs at Schools and Clinics X
qg. Service backlogs experienced by the community where another X
sphere of government is responsible for service provision
r. Declaration of loans and grants made by the municipality X
s. Declaration of returns not made in due time under MFMA s71 X
t. National and Provincial Outcomes for Local Government X
CONCLUSION: Missing components to be included in oversight report.

As mentioned above the analyses of the Umzumbe annual report was undertaken in terms of section
121(3), (4) of the MFMA and National Treasury circular 63, the deficiencies of which are listed on Table 1.

BACK TO BASICS: SERVING OUR COMMUNITIES BETTER EB
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It is envisaged that the municipality would review the annual report in terms of the Departments analysis
and include the outstanding documents in the oversight report to be tabled to Council for approval by 31

March 2019.

In the spirit of cooperative governance.

Yours faithfully

MRS H B KRISHNAN
CHIEF DIRECTOR: MUNICIPAL FINANCE
CO-OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS

Date : Ae/F-03-0)

BACK TO BASICS: SERVING OUR COMMUNITIES BETTER BB
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