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PART 1: INTRODUCTION AND OVERVIEW

Mayor’s Foreword

2009 / 2010 as a financial year has brought about a new slogan for everyone in the Ngqushwa Local
Council that says “business unusual”. This is the attitude that has born existence and meaning to a
member of interventions undertaken in respect of our financial management and capacity building.

Nggushwa has implemented a number of recommendations and resolutions by either the Office of the
Auditor General, the Audit Committee and the Council from the previous financial years in an effort to
graduate from the bad culture of “disclaimed Audits” which have sat with us for a period of seven
financial years in succession. These include the appointment of an IDP / PMS Manager, Internal
Auditor, Creation of the Information Backup Systems and a number of other internal control measures.

Local Economic Development has received a concerted attention from the Council with the aim to build
a broader base where the Municipality can draw revenue. In line with that project Hamburg has been
identified as our tourism hub in which a sterling reflection of partnership has been demonstrated
between ourselves and our District Municipality. The partnership produced the Hamburg Artist
Residence currently under construction, the first of its kind in the African Continent.

Improvement of stakeholder relationship has been another area of focus. We have created sound
relations between the institution and the business sector which have culminated in the establishment of
an Interim Local Structure under NAFCOC. Also our guidance has been viewed to be very crucial to
IGR forums.

In spite of the fiscal challenges this Municipality still views the existence and role of the Ward
Committees as the backbone of our Public Participation System, hence our new approach to introduce
some working mechanisms to the system.

These include adoption of a stipend as travelling allowance, intervention in the event of death of a
member of the Ward Committee and Ward Committee AGMs. We hope to improve our contribution to
these efforts as time goes on.

| am therefore taking this opportunity to give gratitude to all Councilors and Officials of this Municipality
for their support and commitment during the past financial year in making Nggushwa Municipality the
success story that it is, in spite of its many challenges.

Sincerely,

BONGANI NTONTELA

MAYOR
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Municipal Manager’s Foreword

| join the Mayor, Clir B Ntontela, in presenting the Annual Report of Ngqushwa Municipality for the
2009/10 financial year. To the best of my knowledge the contents of the report are consistent with the
disclosure principles contained in the Guide for the preparation of Annual Reports issued by National
Treasury. This report seeks to portray the Ngqushwa Municipality’s activities during the year under
review and is based on sound underlying municipal information and management systems.

The year 2010 has been phenomenal for all South Africans- it is one that we will hold very near to our
hearts for many years to come. South Africa unified its own diverse and vibrant family, and all the
nations of the world, by successfully hosting the beautiful game during the illustrious soccer world cup.
In the 2010 State of the Nation Address, His Excellency JG Zuma, President of the Republic of South
Africa pronounced the year as the “year of action”. Indeed as the municipal administration we
undertook to work harder to build the credibility of our municipality.

The financial year 2009/2010 was of particular significance to our business. Some of the key
achievements for the year under review are provided below:

a) Improved credibility of the Integrated Development Plan (IDP) and budgetary controls

b) Receiving a qualified audit opinion from the Office of the Auditor General for the first time
c) The commencement of the Hamburg Artist Residence development

d) Most policies and procedures have been developed, reviewed and approved by the council
e) Strengthening of Public Participation processes

f)  Appointments made in key strategic positions

However, the following challenges require our undivided commitment:

a) Achievement of Clean Audit Opinion by 2014

b) Building and maintenance of massive infrastructure rollout

¢) Improving the financial position of the Municipality

d) Development of job opportunities and reduction of poverty levels through our Infrastructure and
Local Economic Development programmes

The Oversight Committee as established by the Council will once again review this report on behalf of
the council in order to determine whether the activities recorded in this report are a true reflection of
work carried out in the financial year under review. All communities are invited to make their comments
and representations on this Annual Report during the prescribed period.

To all the stakeholders and partners who assisted us in realizing our vision, both in the public and
private sector, we say thank you for believing in us and making the recorded achievements a reality.
Once again, your support is our strength.

To my colleagues, | wish to extend my sincere thanks for the hard work and further confirm our
collective commitment that “Working together we can achieve more and there is no substitute for hard
work”. The political leadership has once again led the Municipality to greater levels of achievement; the
guidance of our political leaders continues to be the source of energy for the Ngqushwa team.

Thank you!

Nomhle Yvonne Zongo
Municipal Manager
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A. Overview of the Municipality
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a)

b)

GEOGRAPIC INFORMATION

Ngqushwa Local Municipality falls within the jurisdiction of the Amathole District
Municipality which is situated in the Eastern Cape Province, Amathole District
Municipality and covers an area of 23 573km2 and the Ngqushwa municipal area
covers 2245 square kilometers which accounts for 10% of the district. The
administrative seat of the Municipality finds itself in Peddie and the municipal area is
divided into 14 wards.

Ngqgushwa is located in the west of the Amathole district and consists of two towns
Peddie and Hamburg, a portion of King Williams Town villages. It is one of the eight
municipalities that fall within the Amathole District Municipality. Nggqushwa Municipality
consists of 118 villages. Ngqushwa is bordered by the Great Fish River to the west and
the Keiskamma River to the East. The southern boundary comprises a part of the
coastline of the Indian Ocean.

DEMOGRAPHIC INFORMATION
Population Size and Distribution

Ngqushwa Local Municipality has an estimated total population of 84233 people
according to the 2001 census figures. It is estimated that the population growth rate is
1.2% per annum and the population figure for 2007 can therefore be estimated at
90482 people. The population density in 2001 was calculated at 37.5 people per square
kilometer. If this is escalated by the population growth rate, it will give a density of 40.3
people per square kilometer for 2007 which is somewhat lower than some of the
municipalities in the Eastern Cape. The municipal area is predominantly rural in nature
with 95% of the population residing in rural areas and only 5% residing in the urban
areas.

Age and Gender Composition

Approximately 38% of the population of Ngqushwa are 19 years or younger and
approximately 10% of the population are 65 years and older which means that 52% of
the population are between the ages of 20 and 64 years.

Approximately 53% of the Ngqushwa population is female and the remaining 47% is
male.

Racial Composition

The municipal area does not display much racial diversity, with more than 99% of the
inhabitants being African. The remaining 1% is comprised of Coloured, White and
Indian racial groups.

Households

According to the statistics from the 2001 census there are 21891 households in the
municipal area and the average household size is 4.5 persons.
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c)

d)

2.7% of households are headed by persons under the age of 20 years and 18.6% are
headed by persons over the age of 64 years. 52% of households are headed by
women.

SOCIO ECONOMIC CONTEXT
Employment and Household Income

Unemployment figures in the NLM are very high and according to Global Insights
(2006) are calculated at 76.5%. The table below provides a comparative summary
showing NLM as having the highest unemployment rate (more than 20% above the
Eastern Cape average). The number of households earning less than R1500/month is
estimated at 66.8% which is very high but comparable to the rest of the province.

Major events of the year: Present the major events that have affected the working
environment within the municipality during the year. Some of the events may include
natural disasters, social movements or political changes within the municipality.

There were no major events that have shaken the municipality except that the former
Mayor, Speaker and three (3) other councillors were expelled by their political party
which meant vacating their membership of the council.



CHAPTER 1: HUMAN RESOURCE AND OTHER
ORGANIZATION MANAGEMENT — (KPA 1)

1.1 Presentation of the organizational structure (approved organogram)
e The total number of approved posts of the entire institutions.
Total Number of Approved Posts

152

e The total number of vacant posts in the entire institution;

Department Total Number Vacant Posts
MM 0
Corporate Services 0
Community Services 2
BTO 0
Technical Services 2

e Number of performance agreements and employment contracts of MM and Section 57
Managers submitted to the Department within the prescribed time frame;

Number of Performance Agreements Date of Submission

1 Municipal Manager 30 June 2010

4 Executive Managers

1.2 Staff development initiatives during the Financial Year

Intervention Number of People | Date Days Costs

Core Municipal | 130 16/11/2009 -6 Funded by taken
Processes for 23/11/2009 Note Training and
Ward Committees Trading CC
Management 5 26/11/2009/- 2 R23 712.00

Skills for 27/11/2009

Secretaries

Local Labour | 10 10/12/2009 -5 R7 278.00

Forum Role 11/12/2009

MS. Word | 14 11/01/2010 -5 R16 730.00
Training Program 15/01/2010

for Ward
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Committee
Secretaries

Document 16 27/01/2010 1 R28 700.00
Management
Disciplinary 4 10/05/2010 2 R20 740.00
Enquiry & Law of
Evidence
1.3 Key HR statistics per functional area
1. Full time staff complement per functional area
a. MM/Section 57 and Line Managers
Approved positions Number of | Filled posts Vacant posts
approved and
budgeted posts
per position
1 Municipal Manager 5 5 0
2 Corporate Services 36 29 7
3 Community Services 80 62 18
4 Budget and Treasury 20 11 9
5 Technical Services 29 18 9
b. Functional areas per organogram
Approved positions Number of | Filled posts Vacant posts
approved posts
per position
1 Municipal Manager 5 5
2 Corporate Services 33 25 8
3 Community Services 79 55 24
4 Budget and Treasury 20 10 10
5 Technical Services 25 18 7
2. Technical staff registered with professional bodies
Technical Service | Total number of | Total number | Total number | Total number
technical service | registered in the | pending registration | not
Managers accredited confirmation in the | registered

accredited
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professional body

professional body

professional
body

5

2.2 Office of the Municipal Manager staff registered with professional bodies

Total number of | Total number | Total number | Total number
Managers in the | registered in the | pending registration | not yet
Office of MM accredited confirmation in the | registered in
professional body | accredited the accredited
professional body professional
body
3 1 0 2

2.3 Corporate Services staff registered with professional bodies

Total number of | Total number | Total number | Total number
Corporate registered in the | pending registration | not yet
Services accredited confirmation in the | registered in
Managers professional body | accredited the accredited
professional body professional
body
3 0 0 3

2.4 BTO staff registered with professional bodies

Total number of
BTO Managers

Total number
registered in the
accredited

professional body

Total
pending
confirmation in
accredited
professional body

number
registration
the

Total number
not yet
registered in
the accredited
professional
body

4

2.5 Community staff registered with professional bodies

Total number of
Community
Services

Total number
registered in the
accredited

Total
pending
confirmation in
accredited

number
registration
the

Total number
not yet
registered in
the accredited
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Managers professional body | professional body professional

body

1. Levels of education and skills

Total number of staff

Number of staff without | Number of staff with | Number of staff with
Grade 12 Senior Certificate only | Tertiary/accredited
professionals training

135 67 9 42

2. Trends on total personnel expenditure
Financial Total Total approved | Personnel Percentage of
Years number of | operating expenditure (salary | expenditure

staff Budget and salary related)

2006-2007
2007-2008 | 87
2008-2009 | 106 102
2009-2010 | 135 123

3. List of pension and medical aids to whom employees belong

Names of pension fund Number of Names of medical Aids | Number of
members members
SAMWU National | 118 SAMWUMED 26
Provident Fund
Municipal Councillors | 26 Bonitas Medical Aid 43
Pension Fund
Discovery/LA Health 7

1.4 Senior officials’ wages and benefits

Name Wages Benefits
Municipal Manager R465 55.80 R10 500.00
Chief Finance Officer R364 93.90 R13 000.00
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Corporate Services Executive | R369 93.90 R10 500.00
Manager

Technical Services Executive | R362 86.90 R13 207.00
Manager
Community Services Executive | R369 93.90 R10 500.00
Manager

1.6 Annual performance as per key performance indicators in municipal transformation and
organizational development

Indicator name Total Achievement | Achievement | Comments
number of | level during | percentage on the gap
people the year | during the
(planned under review | year
for) during
the year
under
review

1 | Vacancy rate for all approved | 44 17 27%
and budgeted posts;

2 | Percentage of appointment | 5 5 100%
in strategic positions

(Municipal Manager and
Section 57 Managers)

3 | Percentage of Section 57 | 1 1%
Managers including
Municipal Managers who
attended at least 1  skill
development training course
within the FY

4 | Percentage of Managers in | 4 4 100%
Technical Services with a
professional qualification

5 | Percentage of municipalities
that have adopted the
Performance = Management
System within the district
area (DM only)

8 | Percentage of staff that have
undergone a skills audit
(including competency
profiles) within the current 5
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year term

9 | Percentage of councillors | 26 26 100%
who attended a  skill
development training within
the current 5 year term

10 | Percentage of staff | O
complement with disability

11 | Percentage of female | 57 57 78%
employees

12 | Percentage of employees | 49 86%
that are

aged 35 or younger

1.7.

Major challenges and remedial actions in regard to human resource and organizational
management

The organization is faced with a high staff turn over. The organogram of the Municipality did not
talk to the powers and functions of the Municipality causing the Municipality not performing to its
entirety.

The Municipality, due to its rural nature and the fact that it has a very weak financial capacity
has not been able to retain staff. Although staff training is budgeted for the amount is still not
enough.

Another compounding factor is that the Municipality has been operating without policies or
policies that were not addressing the needs of Ngqushwa adequately.

The Ngqushwa Municipality has addressed its problem of the organizational structure by
reviewing it s organogram. During the process it was discovered that some posts were wrongly
placed and there was a need fro the creation of new post. This of course has been hamstrung
by the old story of financial capacity.

The Municipality has also addressed the inadequate policies or lack thereof. The Corporate
Services Department in particular has developed a lot of policies that seeks to address staff
retention e.g. Recruitment policy that encourages giving priority to internal staff, retention policy,
promotion policy, etc.

The Municipality has also had weak labour relations which had impacted negatively on service
delivery. This is evident in the low moral that existed among staff members which manifested
itself in the high turnover experienced by the Municipality. The Municipality has since tried to
remedy the situation by ensuring that relevant structures to assist the situation are up and
running. The Local Labour Forum has been given a boost resulting in bolstering of its sub-
committees like Health ,and Safety Committee, Skills Development and Employment Equity
Forum. The Municipality also seeks to ensure that relevant strategies to assist in Human
Resource are in place.
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CHAPTER 2: BASIC SERVICE DELIVERY
PERFORMANCE HIGHLIGHTS (KPA 2)

2.1 Water services (max 2 pages)

a. Water services delivery strategy and main role-players:

Ngqushwa Municipality is not a Water Services Authority or a Water Services Provider, therefore
we are not involved with matters related to water. Amathole District Municipality is the Water
Services Authority and the Water Services Provider and they take full responsibility of all water
aspects.

The need and identification of water projects is done during Annual Integrated Development Plan
Roadshows and handed to Amathole District Municipality for inclusion in their IDP as well as in their
Service Development Plan.

b. Levels and standards in water services:

95% of Municipal population has access to Clean Drinking Water and Water Services. 15% gets
water on a high level and 80% on a low level as our municipality is rural and our communities are

mostly dependant on government social grants.

c. Annual performance as per key performance indicators in water services

Indicator Total number of | Estimated | Target Number of | Percentage
name household/customer | backlogs |set for | HH/customer | of
expected to benefit (actual the FY | reached achievement
numbers) | under during the | during the
review FY year
(actual
numbers)
1 | Percentage | 25564 3834 1200 700 58%
of
households
with access
to potable
water

2 | Percentage
of indigent
households
with access
to free basic
potable

water

4 | Percentage

of clinics
with access
to potable
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water

5 | Percentage
of  schools
with access
to potable
water

6 | Percentage | N/A
of
households
using
buckets

a. Major challenges in water services and remedial actions

The exact level of backlog in Ngqushwa is not confirmed; however the District Municipality is in a
process of populating its Water Management Information System to verify service levels and
backlogs. WSDP currently estimates that 39% of population in Ngqushwa lacks access to RDP
level of water services. To remedy these challenges we need to fast-track the process of approving
funding for the implementation of projects.

2.2 Electricity services

a. Electricity services delivery strategy and main role-players

Nggushwa Municipality is not a Electricity Provider and therefore we are not involved with matters
related to Electricity. Eskom plays the major role in all aspects of electricity and therefore takes full
responsibility.

The need and identification of areas without electricity is done during Annual Integrated
Development Plan Roadshows and handed to Eskom for inclusion in their Annual Development
Plan.

b. Level and standards in electricity services

Electricity is supplied by Eskom in the whole Ngqushwa and the access is high. Quality standards
of electricity provision are 20Amperes and 60Amperes for the prepaid meters and for the

conventional meter is supplied as per the applicants request.

c. Annual performance as per key performance indicators in Electricity services

Indicator Total number of | Estimated | Target Number of | Percentage
name household/customer | backlogs | set  for | HH/customer | of
expected to benefit (actual the f. | reached achievement
numbers) | year during the | during the
under FY year
review
(actual
numbers)
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1 | Percentage | 26824 873
of
households
with access
to electricity
services

2 | Percentage | 6781 3397 10178 6781 66.62%
of indigent
households
with access
to basic
electricity

services

4 | Percentage 0%
of indigent
households
with access
to free
alternative
energy

sources

b. Major challenges in electricity services and remedial actions

Regular power failures were a major challenge however, Eskom is attending to that by upgrading
Power Stations and Power Lines.
Growth in infill houses that are beyond 50 metres from the poles and 300 meters from the
transformers as well as cable theft.

2.3 Sanitation

a. Sanitation services delivery strategy and main role-players

Nggushwa Municipality is not a Sanitation Services Provider, therefore we are not involved with
matters related to sanitation. Amathole District Municipality is the Sanitation Services Authority
therefore they take full responsibility of all water aspects.

The need and identification of water projects is done during Annual Integrated Development Plan
Roadshows and handed to Amathole District Municipality for inclusion in their IDP as well as in their
Service Development Plan.

b. Level and standards in sanitation services

Our municipality is rural in nature, 80% of Municipal population located in rural areas is getting low
level service (VIP Toilets) and 15% is getting high level service which is water borne sewage.

c. Annual performance as per key performance indicators in sanitation services
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of clinics
with access
to sanitation
services

sanitation services

Indicator Total number of | Estimated | Target Number of | Percentage
name household/customer | backlogs | set for | HH/customer | of
expected to benefit (actual the f. | reached achievement
numbers) | year during the
under year
review
1 | Percentage 25564 Unknown Unknown | Unknown Unknown
of
households
with access
to sanitation
services
2 | Percentage 14359 14359 5% 3%
of indigent
households
with access
to free basic
sanitation
services
4 | Percentage | All clinics have

5 | Percentage
of  schools
with access
to sanitation
services

All  schools have
access to Sanitation

C. Major challenges in sanitation services and remedial actions

The exact level of backlog in Ngqushwa is not confirmed; however the District Municipality is in a
process of populating its Water Management Information System to verify service levels and
backlogs. WSDP currently estimates that 96.7% of population in Ngqushwa lacks access to RDP
level of sanitation services.

To remedy these challenges we need to fast-track the process of approving funding for the
implementation of projects.

2.4 Road maintenance

a. Road maintenance services delivery strategy and main role-players
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Our role is to rehabilitate the all Access Roads and Minor Roads as well as Provincial and District
Roads though they are the responsibility of the Department of Roads and Transport. The Provincial
Department remains the Planning Authority in terms of road-based public transport services.

The Role players in Road Maintenance are the Local Municipality, the District Municipality and the
Department of Roads and Transport.

b. Level and standards in road maintenance services

In our area of jurisdiction we have a total of about 970km of roads excluding SANRAL Roads (Major
Roads i.e N2 and R72). This is made up of District Roads (under DoRT) 728,5km, Access Roads of
122,7km and Minor Roads of 118,8km. Only the Access and Minor Roads are the responsibility of
Ngqushwa Municipality. Due to poor maintenance and condition of the District Roads that fall under
DoRT, we are forced to work on District Roads resulting in the focus being taken away from their real
responsibility of access roads and Minor Roads.

c. Annual performance as per key performance indicators in road maintenance services

Indicator Total number of | Estimate | Target Number of | Percentage
name household/custome | d set for | HH/custome | of
r expected to benefit | backlogs | the f.lr reached | achievemen
(actual year during the |t during the
numbers) | under FY year
review
(Actual
numbers
)
1 | Percentage 20450 20257 190 190 100%
of
households
without
access to
gravel or
graded
roads
2 | Percentage | 409km 409km 24km 300 17.04%
of road households
infrastructur
e reguiring
upgrade
4 | Percéntage 18km 18km 190 HH 21.4%
of planned
new road
infrastructur
e actually
constructed
5 | Percentage None
of capital
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budget
reserved for
road
upgrading
and
maintenance
effectively
used.

d. Major challenges in road maintenance services and remedial actions

One of the challenges is that we have insufficient plant and machinery for the eradication of Roads
Regravelling Backlog.

The limited funds received from DPLGTA through Municipal Infrastructure Grant are proportionally
allocated on the roads rehabilitation programme (Gravel Roads). This programme includes Access
Roads, Minor Roads as well as District Roads.

Road Rehabilitation programme is in progress; however, the extent of work is severely constrained by
the limited MIG funds available.

To have an internal budget for the regravelling of minor roads as well as more funding from MIG.

2.5 Waste management

a. Waste management services delivery strategy and main role-players

Present the main players involved in waste management is local municipality: refuse collection
managing waste site. The municipality is clearly providing information on the adoption and
implementation of the waste management plan. However, the municipality is obliged by legislation
to budget for and implementation of critical projects which were identified during an assessment
process for the waste disposal site and transfer station.

b. Level and standards in waste management services

The municipality providing low and high level access to waste management services by the
population as well as the low and high quality standard of waste management service. This
understanding of the level and standard is justified by setting yearly targets and reporting
achievements.

c. Annual performance as per key performance indicators in waste management services

Indicator Total number of | Estimated | Target | Number of | Percentage
name household/customer | backlogs | set for | HH/customer | of
expected to benefit (actual the f. | reached achievement
numbers) | year during the
under year
review
1 | Percentage of | Refuse is collected in | 118
households villages
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with  access | urban areas only are not

to refuse planned
removal yet
services

d. Major challenges in waste management services and remedial actions
The main challenge in this regard is solid waste rehabilitation, because we don’t have plant to do
that, otherwise the sites are permitted

2.6 Housing and town planning

a. Housing and town planning services delivery strategy and main role-players

The municipality’s role is to facilitate the construction of houses in regard to housing and town
planning services delivery. The main role players are Local Municipality and Department of
Housing.

b. Level and standards in Housing and town planning services
There is a high backlog on housing and to eliminate this backlog is, if this function can be

transferred to LMs, also the quality of houses is very poor.

c. Annual performance as per key performance indicators in housing and town planning services

Indicator Total number of | Estimated | Target | Number of | Percentage
name household/customer | backlogs | set for | HH/customer | of
expected to benefit (Actual the f. | reached achievement
numbers) | year during the
under year
review
1 | Percentage of | 9 711 59% 285 Not reached Not reached
households
living in
informal
settlements
2 | Percentage of | 66% 662 300 Not reached Not reached
informal
settlements
that have
been provided
with basic
services
3 | Percentage of | 13010 9711 285 Not reached Not reached
households in
formal
housing that
conforms to
the minimum
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building
standards for
residential
houses

d. Major challenges in housing and town planning services and remedial actions

2.7 Spatial planning

a. Preparation and approval process of SDF:
The municipality is providing information on the process that is ongoing for the development of
the SDF.

b. Land use management:
The municipality is providing information that indicates effective use of land through the
number of applications received and processed in the following categories:

e Rezoning,

e  Sub-division,

e Consent use,

e Removal of restrictive conditions

e Township establishments

c. Major challenges in spatial planning services and remedial actions

2.8 Indigent policy implementation

a. Preparation and approval process of the indigent policy
The municipality has benchmarked all the indigent people by using grant that is being paid by
both pensioners in a house hold, and it is updated every six months.

b. Implementation of the policy
Indigent policy has been approved and adopted by the council, challenges is to update our
database. Infrastructure and finance department are the main departments that are dealing with

collection and updating database

2.9 Overall service delivery backlogs

Basic service delivery area | 30 June 200.. 30 June 200..

Water backlogs | Required | Budgeted | Actual required | budgeted Actual
(6KL/month)

Backlogs to be eliminated | 1 558 R13m 1 000

(n0. HH not receiving the

minimum standard service)

Backlogs to be eliminated | Under

(%: total HH identified as | ADM

backlog/total number of HH

in the municipality
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Spending on new | Under
infrastructure to eliminate | ADM
backlogs (R000)

Spending on renewal of | Under
existing infrastructure to | ADM
eliminate backlog (R000)

Total spending to eliminate | Under
backlogs (R000) ADM
Spending on maintenance to | Under
ensure no new backlogs | ADM
(RO00)

Electricity backlogs
(30KWH/month)

Backlogs to be eliminated\ 1,800
(n0. HH not receiving the
minimum standard service)

Backlogs to be eliminated | 15% R4m 75%
(%: total HH identified as
backlog/total numb of HH in

the municipality

Spending on new | Under
infrastructure to eliminate | ESKOM
backlogs (R0O00)

Spending on renewal of | Under
existing infrastructure to | ESKOM
eliminate backlog (R000)

Total spending to eliminate | Under
backlogs (R000) ESKOM
Spending on maintenance to | ESKOM

ensure no new backlogs
(RO00)

Sanitation backlogs

Backlogs to be eliminated | 13 596 R141m 260
(n0. HH not receiving the

minimum standard service)

Backlogs to be eliminated | Under

(%: total HH identified as | ADM

backlog/total numb of HH in
the municipality
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Spending on new | Under
infrastructure to eliminate | ADM
backlogs (R000)

Spending on renewal of | Under
existing infrastructure to | ADM
eliminate backlog (R000)

Total spending to eliminate | Under
backlogs (R000) ADM
Spending on maintenance to | Under
ensure no new backlogs | ADM
(RO00)

Road maintenance
backlogs

Backlogs to be eliminated
(n0. HH not receiving ‘the
minimum standard service)

409 km R10m 100%

Backlogs to be' eliminated
(%: total HH identified” as
backlog/total numb-of HH in
the municipality

25 564 R120m R10m

Spending on new | Alloc.
infrastructure to eliminate | From
backlogs (R0O00) MIG
Spending on renewal of | Regular
existing infrastructure  to | road
eliminate backlog (R000) repairs
Total spending to eliminate | Regular
backlogs (R0O00) road
repairs
Spending on maintenance to | Regular
ensure no new backlogs | road
(RO00) repairs

Refuse removal

Backlogs to be eliminated
(n0. HH not receiving the
minimum standard service)

Only in | Budgeted | 100%
Urban yearly
areas

Backlogs to be eliminated
(%: total HH identified as
backlog/total numb of HH in
the municipality
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Spending on new
infrastructure to eliminate
backlogs (R000)

Spending on renewal of
existing infrastructure to
eliminate backlog (R000)

Total spending to eliminate
backlogs (R000)

Spending on maintenance to
ensure no new backlogs
(RO00)

Housing and town planning

Backlogs to be eliminated
(n0. HH not receiving the
minimum standard service)

9711 R143m Not
achieved

Backlogs to be elinminated {66%
(%: total HH identified “as
backlog/total humb ‘of HH in
the municipality:
Spending on new | Depart.
infrastructure to eliminate | Of
backlogs (R0O00) Housing
Spending on renewal of | Depart.
existing infrastructure to | Of
eliminate backlog (R0O00) Housing
Total spending to eliminate | Depart.
backlogs (R0O00) Of
Housing
Spending on maintenance to | Depart.
ensure no new backlogs | Of
(R0O00) Housing
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CHAPTER 3: MUNICIPAL LOCAL ECONOMIC
DEVELOPMENT FRAMEWORK- (KPA 3)

3.1 Brief presentation of LED strategy/plan

3.1 Brief presentation of the LED Strategy/Plan

Ngqushwa Local Municipality has an LED section which consists of the following units: Agriculture,
Tourism and SMME’s. The LED function falls within the Community Services Department. This
department's vision reads as follows: “Poverty eradication through community development
programmes shaped for job creation and advancement of entrepreneurial skills of those within
Ngqushwa Municipality”. This vision ties-up well with the LED vision of the municipality, which reads:
“Established partnership, maximum development of human resources and optimal utilisation of local
resources to maximize the benefit to the community”

Currently the section is composed of an Agricultural Manager, Tourism Manager and LED Coordinator,
an intern responsible for Tourism and a volunteer at the Visitors Information Centre (VIC) situated just
outside Peddie town. It is the opinion of the municipality that LED is a mainstream issue and that all
departments and organizations have a role to play in the creation of an enabling environment. LED
Strategy/Plan

The Ngqushwa Municipality is at the final stages of development of its LED Strategy - the document is
awaiting its adoption by the municipal Council. The development of the municipality is based on the
National Economic Development Framework; Growth and Development priorities as agreed upon by
the social pact and compact; the Provincial Growth and Development pillars as well as the National
Spatial Development Perspective principles. This is further entrenched in the activities of the clusters
and all the IGR structures operating within the jurisdiction of Ngqushwa Municipality.

The Nggushwa Local Municipality is part of various interventions such as the R72 Corridor Route, the
Small Town Regeneration Programme and the Amathole Heritage Route Projects. ASPIRE (the
Amathole Economic Development Agency) has plans in place for a major redevelopment of Hamburg
centred on the construction of the Hamburg Artists Residency. This will be a multi-million rand
development with a number of subsidiary developments that will drive economic development in this
area. There is also an initiative by Nggqushwa Local Municipality, DBSA and Finance & Economic
Development and Environmental Affairs.

Other opportunities for LED in the Ngqushwa Local Municipality include the revitalisation of the existing
irrigation schemes (Tyefu, Dube, Gcinisa North, Ngxakaxha, Khalana and Zalarha); expansion of the
EC Dept of Agriculture’s programmes (Massive Food Production; Chicory production, Livestock
Improvement Scheme, etc); revitalisation of the citrus and pineapple farms; broiler production as well as
vegetable production. LED would be strengthened through the establishment of downstream agro-
processing facilities that would add value and jobs to the existing agricultural produce of the area.

There is a possibility of entering into a Public Private Partnership with a mining company to exploit the
lime deposits near the coast. The unspoilt coastline offers opportunities for increased tourism and
residential resort developments. Natural resources such as fish, shellfish and seaweed could be farmed
and harvested along the coast and in the major estuaries of the Keiskamma and Great Fish Rivers.

The Ngqushwa Local Municipality can support LED in a number of ways, namely: Business Support -
Entrepreneurship/Enterprise and SMME Development:
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Formation and strengthening of inclusive Economic Development Forum such as the District Economic
Development Forum to maximise participation;

Human Resources Development: Forging partnerships with the relevant Sector Education and
Training Authorities (SETAS), for purposes of skills development and transfer. The Department of
Labour and Trade and Industry (DTI) including the Wholesale and Retail SETA must be approached in
this regard; Forming linkages with the Further Education and Training (FET) colleges and universities
for the SMME operators to attend short business and entrepreneur courses;

Establishing an Enabling Environment for LED: Creating a conducive environment for enterprise
development initiatives including the business incubation and support services;

Channelling finance for LED: Actively pursue sponsorship and donor-funds to support the
development of the SMME sector. This may also include seeking and nurturing exchange programmes
locally and abroad;

Marketing Support: Mapping out avenues for participation in the industrial summits, exhibitions,
workshops and trade shows for the SMME sector for showcasing their products and selling their
services; Establishing local agricultural produce market and information hubs in Ngqushwa;

Ensuring Sustainability of LED:Putting in place measures to ensure that all applications for planning
and development address sustainability issues;

Putting in place procurement policies that include a preferential point system for local businesses in the
evaluation criteria of the municipality

NLM LED stakeholders

Role-players Roles

e Facilitate Community Participation
¢ Information dissemination
Traditional Leadership e Act as Role Models
e Educate Communities & Other Role-players on Customary Law
and Practices

Local Businesses ¢ Investing in LED and the urban Business Centres

NGO/CBO/FBO’S e Promote public participation

e Empower Communities with needed Information & Skills

e Represent their particular membership/constituency’s concerns
and issues

Ward Committees e Assist Ward Councillors
e Facilitate communication between local communities and the
municipality on matters of local governance and development
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3.2 Progress towards achieving the LED key objectives

a. Improve public and market confidence

In terms of its Spatial Development Framework, the Ngqushwa Local Municipality has identified its key
LED Principles as follows:

(0]

(0]

Directing public and private investment in areas that would ensure the most sustainable return
on investment (ROI);

Directing Development Agencies in decision — making which directly or indirectly impacts on
the municipal area;

Guiding developments in a spatially efficient and effective way, whilst ensuring linkage and
alignment to regional and national development policies and programmes;

Directing investment to areas of greatest potential and target areas of greatest need to
alleviate poverty and promote economic growth;

Improving linkages within Ngqushwa Municipality and beyond its boundaries to stimulate
effective and sustainable integrated development;

Creating a strategic framework for the formulation of an appropriate land use management
system, and

Protecting the eco-systems (environmental stewardship) in the Nggushwa municipal area

b. Exploit comparative and competitive advantage for industrial activities

Agriculture’s competitive advantage in the district is enhanced by:

(0]

(¢}
o
o

Proximity to markets;

Product diversity (across agro-ecological zones);
Business services/ICT/logistics network.
Irrigated horticulture and field crops

Competitive advantages of the NLM regarding tourism are as follows:

(0]

The coastline inclusive of the existing development nodes, is still unspoilt (pristine) with many
opportunities for further development;

The existing R72 route provides easy access to the coast for visitors and investors. It is
currently being upgraded;

The NLM is situated on the primary route between the Garden Route and the Wild Coast, both
of which are popular tourist attractions centres. The area is a good stopover point for these
visitors;

There are many opportunities for secondary tourism enterprises that could cater for specialist
niche markets, for example, bird-watching, extreme sports, mountain biking, hiking, to mention
but a few of these possible activities;

The Hamburg Artists Residency development will bring many special interest visitors
interested in buying locally produced art and crafts;

The history (Xhosa, English and German Settlers, Frontier Wars) and culture of the area are
interesting and there are a number of historical sites that have been identified. These have
been incorporated into the tourism routes. Furthermore, information boards are available at
the sites and brochures as well as posters are distributed at tourism information hubs;

There is the potential to tap into the German tourism market given the involvement of the
German settlers in the development of the area, and

The coast is renowned for the high quality of recreational fishing that it affords anglers. This
resource offers real opportunities for sea and river angling enterprises to be developed in the
NLM.
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c. Intensify Enterprise Support and Business Development

The municipality’s LED strategic thrust focuses on the vigorous investment and development of the
SMME sector. The SMME sector plays an important role in creating employment opportunities and
further contributing to economic development both in the province and nationally. The NLM needs to
provide the business advisory centres which will serve the purpose of information dissemination and
advisory services to the SMME sector. Furthermore, the LED strategy of the NLM proposes a pilot
project of advisory centres in the settlements of Peddie, Hamburg, Lower Mgwalana, Pikoli and
Breakfastvlei. The strategy also incorporates the following:

e Formation and strengthening of inclusive Economic Development Forum such as the District
Economic Development Forum to maximise participation;

e Creating a conducive environment for enterprise development initiatives including the business
incubation and support services;

e Forging partnerships with the relevant Sector Education and Training Authorities (SETAS) for
purposes of skills development and transfer. The Department of Labour and Trade and
Industry (DTI) including the Wholesale and Retail SETA must be approached in this regard;

e Mapping out avenues for participation in the industrial summits, exhibitions, workshops and
trade shows for the SMME sector for showcasing their products and selling their services;

e Forming linkages with the Further Education and Training (FET) colleges and universities for
the SMME operators to attend short business and entrepreneur courses, and

e Actively pursuing sponsorship and donor-funds to support the development of the SMME
sector. This may also include seeking and nurturing exchange programmes locally and abroad.

The municipality’s IDP focuses on the development and sustenance of the SMME sector. The SMME
sector operates in the so-called Second Economy and provides the largest source of employment for
the local communities. Furthermore, the Nggqushwa Local Municipality Council puts emphasis on
providing support for the SMME sector thus bolstering a robust local economy and creating employment
opportunities in the process. The councillors will undertake the following stimulus programmes:

e Create a robust public business incubator for the local business start-ups;

e Review the municipality’s tendering process to allow the local SMME entrepreneurs to be
competitive;

e Create centres of learning particularly through the Multi-Purpose Community Centres (MPCCs)
so that local organizations can provide skills development, and

e Review the zoning laws to allow the establishment in the Industrial Zones for the municipality.

The Nggushwa Local Municipality is cognisant of the realties or its geographic and demographic
challenges. To this end, this LED strategy addresses the needs of both the urban and rural
communities in earnest. The rural communities of this municipality, like that of any other rural area in
the country, are faced by the challenges of infrastructure backlog, economic underdevelopment and an
uneven distribution of resources. The municipality is aware that it cannot address the bulk services
infrastructure network needs of the rural communities at once but only on an incremental basis.

The tourism sector of the municipality will benefit from a revitalized pristine coastal resorts tourisms
sector. The tourism industry of Ngqushwa Local Municipality will benefit from harnessing the
opportunities that arise from this sector. For instance, cultural tourism, the arts and handicraft, the
hospitality sector and heritage sites will be showcased by the municipality. The tourism sector will
stimulate sustainable economic growth particularly for the rural communities. Although the Ngqushwa
communities may not benefit directly from the Federation of International Football Association (FIFA),
the municipality may want to explore the positive spin-offs from the fans that prefer a quiet and laid back
environment.
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The NLM area comprises rural subsistence communities that rely heavily on agricultural production in
addition to the government’s social security services safety net. In order to reverse the high levels of
dependency on social security and to stimulate agricultural development in the NLM, a number of
strategic approaches must be vigorously pursued. These include the following:

e Establishing agricultural cooperatives (assisting rural communities with the registration and
other legal procedures) with the view to encouraging entrepreneurship;

e Supporting stock farmers with auxiliary service including acquiring hardy livestock, breeding
programmes and veterinary services;

e Supporting crop-farmers to acquire agricultural inputs including seed, fertilizers and extension
support services;

e Encouraging intensive crop-farming (beyond subsistence levels) on crops such as pineapples,
chicory, sugar beet and cotton. An exchange programme with established farmers must be
pursued as a strategy, and

e Forging strong partnerships with the FET Colleges, universities and other industry role-players
in the NLM and district municipality.

[ )
d. Support social investment program

The NLM LED strategy is intended to provide a framework for building, supporting and sustaining the
development of rural communities and celebrating their diversity and uniqueness. It will further build on
the aims and objectives of existing policies, programmes, services and integrated approaches of the
other spheres of government. Furthermore, this strategy will complement other regional initiatives such
as Aspire’s small town regeneration programme. It will also help develop new ways of doing business
and thus capacitating residents to make better use of existing infrastructure and expertise in Ngqushwa.

The implementation of this LED strategy will address the following cross-cutting themes: environmental
sustainability (stewardship), building, sustaining and nurturing partnerships, regional adaptation, social
inclusion and the celebration of diversity, creativity, innovation and technology, employment
opportunities and skills development.

3.4 Challenges regarding LED Strategy implementation

Challenge Proposed solution

Limited funds NLM should expand its funding base — explore other funding institutions
even beyond SA borders

The NLM does not have a | Develop an Agricultural Strategy for the municipality

defined strategy to support
agricultural development in | Establish partnerships with other key agricultural agencies such as

the municipality RULIV, ARC, etc

Agricultural initiatives in
communities not reaching

) X Provide the necessary resources (infrastructure; inputs; skills and
their full potential

marketing information)

Expanded spatial development plan

NLM tourism potential not | Proper mapping of heritage sites

fully exploited
Getting personnel to run the Visitors’ Information Centre and have tour

guides; have an interesting & informative brochure
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Revival of Hamburg as a tourist town- Hamburg Artist Residency;
twinning with other cities such as the Hamburg in Germany; strengthen
the Hamburg Beach Festival (attract investors)

Promoting the hospitality industry in rural communities — creating more
awareness on the Home Stays initiative

We have developed a Local Economic Development Strategy which amongst other things
states that we have strength in Tourism and Agriculture. Nggushwa Municipality has got Indian
Ocean, Fish River and Keiskamma River and Double Drift Game Reserve as its boundries.
Hamburg has been identified as a Tourist destination, this is part of R72 corridor development,
and we also have a concept of Arts Colony. We hold an event annually which is called
Hamburg Beach Festival, as means of realising our goal.

We have six (6) Agricultural Schemes, which are concentrating in crop production. However, we
still challenged because they are not producing maximally. We have Wesley beef farming,

which we intend expanding it to other wards in our municipality. In Ward 9 and Ward 14
we have Ostrich Farms. Both these animal projects are doing fairly well, but if funding could
injected to them there could be great improvement in them being fully productive.

We have not adequately explored our coastal advantage to the fullest. We have Fish River
and Mpekweni Resort that are within our borders.

c. Intensify Enterprise support and business development
e The type of business development services (BDS) provided to SMME;
We assist catering companies, construction companies in LED projects, B&B's for
accommodation, crafters in the form of them displaying in events and festivals.

e Number of new formal SMME established within the municipality
As an institution we assist the LED projects in our Wards, the aim of funding these
projects is to make sure that they tend their projects into business ventures, we provide
capital for them, we assist them with business skills in a form of projects, we link them
with market.

e Number of new employment opportunities through Expanded Public Works Programs
and Public and Private Partnerships
One of the EPWP is R345 road construction, which cuts across three (3) wards namely;
Ward 7, Ward 10, and Ward 6 which 90 people had been employed. Those employees
are also trained in fencing, drainage & stormwater. We also have a coastal cleaning
project funded by DEAT with an amount of R9 000 000 that has employed 32 people.

d. Support Social investment program

Through partnership with Department of Social Development and SASSA, we have a
programme of poverty eradication that are funded by social development we as the
municipality also assist on those programmes.

Through LED projects that we fund, municipality empower our communities through
business skills workshops, in order to run their projects as business.
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The municipality has a working relationship with NGOs and Keiskamma Trust Project which we
have funded. We also have also assisted Mpekweni Bakery which is an NPO. Ngqushwa
Municipality has got 19 cooperatives that are existing, we will be embarking in a roadshows in
all wards, with the Dept of Public Works, DTl and DEDEA, doing cooperative awareness and
registration of cooperatives.

Currently our unemployment rate stands at 76,5%, with 66.8% earning between >1500 per

month. Municipality is in process of collecting more data through CDW'’s and establishedin
unemployment data base.

3.3 Annual performance as per key performance indicators in LED

Indicator name Target set for | Achievement level | Achievement
the year during the vyear | percentage
(absolute figure) during the year
1 | Percentage of LED Budget spent on | R1 000 000 R1 000 000 100%

LED related activities.

2 | Number of LED stakeholder forum | NONE
held

3 | Percentage of SMME that have | 72 %
benefited from a SMME support
program

4 | Number of job opportunities created | 122
through EPWP

5 | Number of job opportunities created | 122
through PPP

3.4 Challenges regarding LED strategy implementation.
We have a Local Economic Development Strategy which has just been completed which is awaiting
adoption by our Council. We do not have a fully dedicated department for LED. However, our new
organogram addresses the creation of a fully fledged Economic Development Department. We are
challenged in terms of our revenue base in inadequate for us to pursue our LED goals. We have a
land problem, the bulk of our land still belongs to Department of Land Affairs, properties by
enlarged are owned by Department of Public Works.

We believe if land could be made available to the Municipality and properties be transferred to LM
partly our problem would be resolved.
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CHAPTER 4: MUNICIPAL FINANCIAL VIABILITY

AND MANAGEMENT (KPA 4)

4.1 The audited financial statements

Financial Statements were submitted to Auditor General and still awaiting auditing which will be
completed by the end of November, therefore the Audited Financial Statements will be
submitted with the Audit Report from Auditor General. (See attached AFS that were submitted
on the 31 of August 2010).

4.2 Budget to actual comparison

See attachment (Analysis of Budget vs Expenditure)

4.3 Grants and transfers’ spending

Grant details

Amount received and spent each quarter

1/04/ to 01/07 to 01/10 to 30/12 01/01 to 30/03 01/04 to 30/06 Total

30/06 30/09
Project name Donor name BF amount Rec. Spent Rec. Spent Rec. Spent Rec. Spent Rec. Spent Rec. Spent
MSIG COGTA 221 000 - - 500 000 102 750 - 259 469 - 108 000 - 140 497 721 000 616 716
WARD COGTA 102 750 - 68 400 - 108 000 - 148 497

COMMITTEE

ASSET
REGISTER

COGTA

189 069

4.5 Long term contracts entered into by the municipality

The Municipality does not have long terms contracts other than the lease agreements of rental of
equipment as disclosed in the AFS.

4.6 Annual performance as per key performance indicators in financial viability

Indicator name Target set for the | Achievement Achievement
year R(000) level during the | percentage during
year R(000) the year
Percentage expenditure of capital | R16 407 000 R16 195 793 99%
budget
Target set for the | Achievement Achievement
year (35%) R(000) level during the | percentage during
year R(000) the year vs the
operational budget
Salary budget as a percentage of | 35% R17 720 340 42%
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the total operational budget
Target set for the | Achievement Achievement
year (20% or less) | level during the | percentage during
R(000) year R(000) the year vs the
actual revenue
3 | Total actual trade creditors as a | 20% R5 137 814 9.18%
percentage of total actual revenue
Target set for the | Achievement Achievement
year (80% and | level during the | percentage during
more) R(000) year R(000) the year
4 | Total municipal own revenue as a | 80% (R5 676 174) R4 636 169 65%
percentage of the total actual
budget
Target set for the | Achievement Achievement
year R(000) level during the | percentage during
year R(000) the year
5 | Rate of municipal consumer debt
reduction
6 | Percentage of MIG budget | R12 907 000 R12 907 000 100%
appropriately spent
7 | Percentage of MSIG budget | R721 000 R579 835 80%
appropriately spent

4.7 The Audit committee functionality

The members of the Audit Committee resigned per the minutes of the Special Council Meeting of the 20
February 2009 before the expiry of their term which was 30 June 2008/9.

The members of the Audit Committee were

V. Gatywa ( Chairperson)
M. Ntswahlana

L. Kemp

R. Hill

L. Ntshinga

The Municipality was using the services of the ADM(Amathole District Municipality) Internal Audit
shared service with other local municipalities in the district to support the Audit Committee in its
functionality. However due to the incapacity of the ADM Internal Audit Shared Service, the
NLM(Ngqushwa Local Municipality) Audit Committee members decided to resign as they cannot fulfill
the mandate they were appointed for.

As a corrective action the Ngqushwa Local Municipality has appointed members to serve in the Audit
Committee and they will be inaugurated in the 24 November 2010 Council meeting. The Audit
Committee has held no meetings during 2009/2010 financial year and held one meeting during 2008/9
financial year.
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The Internal Auditor was appointed on the 01 May 2010 to assist the Audit Committee to fulfill its
legislative function.

4.8 Arrears in property rates and service charges

4.9 Anti corruption strategy

e Fraud prevention policy has been developed and adopted by the Council.

e A workshop has been held in connection with the above.
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CHAPTER 5: GOOD GOVERNANCE AND
PUBLIC PARTICIPATION- (KPA 5)

5.1 Overview of the Executive and Council functions and achievements;

The Municipality is made up of 27 Councillors with the Speaker responsible for the convening of Council
meetings and under whom the welfare of the Council falls.

The 27 Councillors serve in five different committees namely; Executive Committee, Budget and
Treasury Standing Committee, Corporate Services Standing Committee, Community Services Standing
Committee, and Technical Services Standing Committee.

Each of the Committees with the exception of the Executive Committee are headed by Councilors as
Chairpersons. The Chairpersons in turn form the Executive Committee which is chaired by the Mayor.

The Municipality is made up of 4 departments as per the committees. The function of the committees is
to look at the activities of the respective departments. The various committees then report to the
Executive Committee which makes recommendation to the full Council. As the Municipality has only two
full time Councillors the Executive Committee sees to the daily running of the Municipality or any urgent
matters that need to be sorted.

5.2 Public participation and consultation;

o Roadshows are held by the Municipality particularly for the preparation of adoption of Integrated
Development Plan (IDP) and Annual Budget.

e Workshops were also held in all the wards so that the community can have an input in the
projects to be included in the IDP.

e The communities also participate in the activities of the Municipalities through Ward Committee
meetings.

Council meetings are also open to the public.
5.3 Ward committees’ establishment and functionality

As per Municipal, ordinary ward committee meetings are held quarterly and four times a year. They
are also allowed to hold special meetings. Ward Committee Members do attend the ward
committee meetings and 50 + 1 is the required. Also the Municipality holds an annual meeting for
Ward Committees where all the Committees converge under one roof to look at matters affecting
them. This meeting also serves as a motivational gathering for Ward Committees as they share
their experiences and also senior government officials and politicians both from the local
municipalities and the province are invited to have an input.

Committee Clerks are one of designated officials to sit in ward committee meetings. Minutes of the
meetings are kept at the Municipal offices. The Municipality bought stationery for all the members in
order to keep the information and give feedback to their communities. The secretary of each
committee is also responsible for taking minutes and keep records.

Reports of meetings are compiled and submitted to the office of the Municipal Speaker and from
there to the Council.
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Only ward committee members hold feedback meetings with the communities and during the official
meetings of the municipality its where members are giving reports of those meetings.

Each ward committee member was given a portfolio i.e, Education, Sport, etc and give reports
according to the portfolios that were given to them.

5.4 Community Development workers performance monitoring

Monthly reports are prepared to be submitted to the Provincial office of the Department of
Corporate Government and Traditional Affairs. These reports are consolidated on a quarterly
basis and submitted to the Office of the Speaker.

More than 500 cases of different nature have been identified by the CDW's and forwarded to
the relevant authority. These cases anmongst others and not limited include food parcel issues,
epileptic people who are unable to assess grants, people needing housing who are living in
dilapidated structures.

More than 500 households have been visited by the CDW'’s during the financial year.

CDW's also take parr in Municipal activities like attending Council meetings, preparation of IDP,
roadshows, Ward Committee meetings, and any other public participation activities.

5.5 Communication strategy

A Communication strategy which serves as a guide for all future municipal actions has been
developed and already adopted by the council. Also a communication plan which helps the
municipality to keep everyone informed for communication a consistent message to the target
audience has been attached to it.

5.7 Intergovernmental Relations

The IGR meetings were held in all four quarters of the previous financial year.

5.8

Legal matters

5.8.1 Setting up of Legal Units

e Wesley Pretorius and Associates;
Nongogo, Nuku Inc.;
Pumeza Bono Incorporated,;
Pumeza Bono Attorneys;
Burwana Labour Consultants.

5.8.2 Management of litigation
1. Case Load Management with specific reference to:

a. Favourable cases

Case name Recovery (yes/No) Reasons for non
recovery
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b. Unfavourable cases

Case name Compliance with | Reasons for non
judgement (yes/No) compliance with
judgement

2. Case age analysis,

Case name Nature | Date of | Cases of 2| Cases Reasons for
of the | commenceme | years or bellow | beyond | extensive
case nt 2 years | duration

3. Default judgements

Case name Reasons for default judgement

4. Prevention mechanisms of current litigations:
The municipality is expected to clearly indicate steps taken by the legal services to
prevent the current litigations and the reasons why these ligations could not be
prevented.

5. Criminal matters emanating from corruption and fraud:

There have been two cases of fraud and corruption involving three officials from the
traffic section of the Municipality.

One official from the traffic was alleged to have been involved in illegal issuing of
learner drivers’ licenses. She was subsequently suspended and hearings were
conducted. She was acquitted of the charges and returned to work.

Two other traffic section officials working as traffic cops were also charged with
accepting bribes so that those involved in traffic violations could not be charged for
such. Hearings have been held and have since been found guilty of the offence.

5.8.3 Management of Legal Risks
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PART 3- FUNCTIONAL AREAS REPORTING
AND ANNEXURE

A: FUNCTIONAL AREA SERVICE DELIVERY REPORTING

1. General information (population statistics)

Ngqushwa Municipality
GENERAL INFORMATION

Reporting | Detail Total
Level
Overview: Provide a general overview of municipality: this may
include a short narrative of issues peculiar to the
municipality and issues specific to the financial year
being reported
Information: | <Provide statistical information on (as a minimum):>
Geography:
1 Geographical area in square kilometres 2245 km?2
Note: Indicate source of information IDP Document
Demography:
2 Total population Nggushwa
Local
Municipality has
an estimated
total population
of 84233
people.
Note: Indicate source of information 2001  Census
Figures
3 Indigent Population 16491
Note: Indicate source of information'and define basis of | Revenue
indigent policy including definition of indigent Officer
4 Total number of voters +- 62 000
5 Aged breakdown:
- 65 years and over 10% of the
population are
65 years and
older
- betwéen'40 and 64 years 52% of the
population are
between the
ages of 20 and
64 years.
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- between 15 and 39 years

- 14 years and under 38% of
population
Ngqushwa are
19 years
younger

Note: Indicate source of information

6 Household income:

- over R3,499 per month 3.9% of
population earn
more
thanR3200 per
month.

- between R2,500 and R3,499 per month

- between R1,100 and R2,499 per month 19%  of
population earn
between
and R3200 per
month

- under R1,100 per month 16419

Note: Indicate source of information Revenue
Officer

2. Finance and Administration function’s performance

Function: Finance and Administration

Sub Function:  Finance

Reporting Detail Total

Level

Overview:; Includes all activities relating to the finance function of the
municipality. Note: grants information should appear in
Chapter 4 on Financial Statements and Related Financial
Information. (Refer to Financial Statements)

Description of | The function of finance within the municipality is

the Activity: administered as follows and includes:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>

These services extend to include <function/area>, but do
not take account of <function/area> which resides within
the jurisdiction of <national/provincial/other private
sector> government. The municipality has a mandate to:

<List here>

The strategic objectives of this function are to:
<List here>

The key issues for 200X/QY are:

<List here>
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Analysis of the

<Provide statistical information on (as a minimum):>

Function:
1 Debtor billings: number and value of monthly billings: R 185245
Number of debtors 5491 .
Function - <list function here eg: water, electricity etc> <total> <total>
- Number and amount billed each month across debtors | <number> | <value>
by function (eg: water, electricity etc) and by category:
Government, Business, Residents and Indigents
Note: create a suitable table to reflect monthly billed and
received (against billed) across debtors by function (eg:
water, electricity etc) and by category
2 Debtor collections: value of amount received and interest: | R (000s) R (000s)
Function - <list function here eg: water, electricity etc> <total> <total>
- Value received from monthly billings each month and | <received> | <interest>
interest from the previous month across debtors by
function (eg: water, electricity etc) and by category:
Government, Business, Residents and Indigents
Note: create a suitable table to reflect amount received
from that month's billings plus interest from the previous
month across debtors by function and by category
3 Debtor analysis: amount outstanding over 30, 60, 90 and | R (000s)
120 plus days:
Function - <list function here eg: water, electricity etc>
- Total debts outstanding over 30, 60, 90 and 120 plus | <total>
days across debtors by function (eg: water, electricity etc)
and category
Note: create a suitable table to reflect debts outstanding
over 30, 60, 90 and 120 plus days across debtors by
function and category
4 Write off of debts: number and value of debts written off: R (000s)
- Total debts written off each month across debtors by | <number> | <value>
function (eg: water, electricity etc) and category
Note: create a suitable table to reflect write offs each
month across debtors by function and category
5 Property rates (Residential): R (000s)
- Number and value of properties rated 5427 130888
pm
- Number and value of properties not rated nil
- Number and value of rate exemptions 4
- Rates collectible for the current year 1600000
Reporting Detail Total
Level
6 Property rates (Commercial): R (000s)
- Number and value of properties rated 60 7902 pm
- Number and value of properties not rated nil
- Number and value of rate exemptions Nil
- Rates collectible for the current year 285758
8 Property valuation:
- Year of last valuation 2008
- Regularity of valuation After 4 yrs
9 Indigent Policy:
- Quantity (humber of households affected) <total>
- Quantum (total value across municipality) <value>
10 Creditor Payments: R (000s)
<List creditors here> <value> <age>
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11

12

13

Note: create a suitable table to reflect the five largest
creditors individually, with the amount outstanding over
30, 60, 90 and 120 plus days

Credit Rating:

<List credit rating details here>

List here whether your Council has a credit rating, what it
is, from whom it was provided and when it was last
updated

R (000s)
<value>

<date>

External Loans:

- Total loans received and paid during the year

Note: Create a suitable table to reflect the balance of
each external loan at the beginning of the year, new
loans raised during the year and loans repaid during the
year as well as the balance at the end of the year.
Interest rates payable on each loan, together with the
date of repayment should be also disclosed in the table.
Delayed and Default Payments:

<List delayed and default payments here>

List here whether Council has delayed payment on any
loan, statutory payments or any other default of a
material nature

Note: This information need not be reported here if
reported as notes to the accounts.

R (000s)
<received>

<value>

R (000s)
<paid>

<date>

3. Planning and Development function’s performance

Function:

Planning and Development

Sub Function:

Economic Development

Reporting Level

Detail

Total

Overview: Includes all activities associated with economic
development initiatives

Description of the | The function of economic planning / development

Activity: within the municipality is administered as follows and

includes:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>

These services extend to include <function/area>, but
do not take account of <function/area> which resides
within the jurisdiction of <national/provincial/other
private sector> government. The municipality has a
mandate to:

<List here>

The strategic objectives of this function are to:

<List here>

The key issues for 200X/0Y are:

<List here>
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Analysis of  the | <Provide statistical information on (as a minimum):>
Function:
1 Number and cost to employer of all economic R (000s)
development personnel:
- Professional (Directors / Managers) <total> <cost>
- Non-professional (Clerical / Administrative) <total> <cost>
- Temporary <total> <cost>
2 - Contract <total> <cost>
Note: total number to be -calculated on full-time
equivalent (FTE) basis, total cost to include total salary
3 package
Detail and cost of incentives for business investment: R (000s)
<list details> <cost>
4 Note: list incentives by project, with total actual cost to
municipality for year
5 Detail and cost of other urban renewal strategies: R (000s)
<list details> <cost>
Note: list strategies by project, with total actual cost to
municipality for year
6 Detail and cost of other rural development strategies: R (000s)
<list details> <cost>
Note: list strategies by project, with total actual cost to
municipality for year
Number of people employed through job creation
6 schemes:
- Short-term employment <number>
- Long-term employment <number>
Note: total number to be calculated on full-time
equivalent (FTE) basis, and should only be based on
direct employment as a result of municipal initiatives
Number and cost to employer of all Building Inspectors R (000s)
employed:
- Number of Building Inspectors <number> <value>
- Temporary
- Contract
Note: total number to be calculated on a full-time
equivalent (FTE) basis, total cost to include total salary
package
Details of building plans:
- Number of building plans approved <number>
- Value of building plans approved <value>
Reporting Level Detail Total
Note: Figures should be aggregated over year to
include building plan approvals only
7 Type and number of grants and subsidies received: R (000s)
<list each grant or subsidy separately> <total> <value>

Note: total value of specific planning and development
grants actually received during year to be recorded
over the five quarters - Apr to Jun last year, Jul to Sep,
Oct to Dec, Jan to Mar, Apr to Jun this year.
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4. Community and social services function’s performance

Function:
Sub Function:

Community and Social Services
All inclusive

Reporting Level Detail Total
Overview: Includes all activities associated with the provision of
community and social services
Description of the | The function of provision of various community and social
Activity: services within the municipality is administered as follows
and includes:
e Traffic
e Environmental, Parks, Cemetries & Waste
Management
e Agriculture
e Tourism
e LED
e SPU
Analysis of  the | <Provide statistical information on (as a minimum):>
Function:
1 Nature and extent of facilities provided: no of | no of
facilities: users:

- Library services 2 (fully
fledged
libraries s
under
construction)

- Museums and art galleries None  (we
however
have
heritage
sites in the
area)

- Other community halls/facilities 27
community
halls

- Cemetaries and crematoriums 2

- Child care (including creches etc) 86 Pre-
primary
schools

- Aged care (including aged homes, home help) <number>

- Schools 99 primary
schools, 37
secondary
schools

- Sporting facilities (specify) 4 but need
to be
upgraded
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- Parks 2
Note: the facilities figure should agree with the assets
register
2 Total operating cost of community and social services R (1 879
function 014)
Key Performance Performance During the Year, Performance Targets
Area Against Actual Achieved and Plans to Improve | Current Target
Performance
e Approved HIV/AIDS strategy was approved by the council but still to
HIV/AIDS be reviewed
strategy;
e Approved
Disaster Disaster Management is under Amathole District
management | Municipality this therefore means that all the disaster
policy related issues are dealt with according to ADM plans.
frameworks
and plans
(Metro and
DM)

5. Housing function’s performance

Function: Housing
Sub Function:  N/A

Reporting Detail Total
Level
Overview: Includes all activities associated with provision of housing

Description of | The function of provision of housing within the
the Activity: municipality is administered as follows and includes:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>

These services extend to include <function/area>, but do
not take account of <function/area> which resides within
the jurisdiction of <national/provincial/other private
sector> government. The municipality has a mandate to:

<List here>

The strategic objectives of this function are to:
<List here>

The key issues for 200X/0Y are:

<List here>

Analysis of the | <Provide statistical information on (as a minimum):>

Function:

1 Number and cost of all personnel associated with R (000s)
provision of municipal housing:
- Professional (Architects/Consultants) <total> <cost>
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- Field (Supervisors/Foremen)

- Office (Clerical/Administration)

- Non-professional (blue collar, outside workforce)

- Temporary

- Contract

Note: total number to be calculated on full-time equivalent
(FTE) basis, total cost to include total salary package.
Professional includes project design, Field includes all
tradespersons.

<total>
<total>
<total>
<total>
<total>

<cost>
<cost>
<cost>
<cost>
<cost>

Number and total value of housing projects planned and
current:

- Current (financial year after year reported on)

- Planned (future years)

Note: provide total project and project value as per initial
or revised budget

<total>
<total>

R (000s)

<value>
<value>

Total type, number and value of housing provided:
<list details by type of dwelling, see below>

Note: total number and total value of housing provided
during financial year

<total>

R (000s)
<value>

Total number and value of rent received from municipal
owned rental units

<list details, including number of units handed over to
residents>

<total>

R (000s)

<value>

Estimated backlog in number of (and costs to build)
housing:

<list details by type of dwelling, see below>

Note: total number should appear in IDP, and cost in
future budgeted capital housing programmes

<total>

R (000s)

<cost>

Type of habitat breakdown:

- number of people living in a house or brick structure

- number of people living in a traditional dwelling

- number of people living in a flat in a block of flats

- number of people living in a town/cluster/semi-
detached group dwelling

- number of people living in an informal dwelling or shack
- number of people living in a room/flatlet

<total>
<total>
<total>
<total>

<total>
<total>

Reporting
Level

Detail

Total

7

Type and number of grants and subsidies received:

R (000s)

<list each grant or subsidy separately>

Note: total value of specific housing grants actually
received during year to be recorded over the five quarters
- Apr to Jun last year, Jul to Sep, Oct to Dec, Jan to Mar,
Apr to Jun this year.

<total>

<value>

Total operating cost of housing function

R (000s)

Key
Performance
Area

Performance During the Year, Performance Targets
Against Actual Achieved and Plans to Improve
Performance

Current

Target
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<List at least
five key
performance
areas relative to
the above
function as
articulated in
the 200X/0Y
budget here>

< List here the actual performance achieved over the
financial year, and the variance between performance
planned and actual performance, providing an
explanation of the variance. Also provide details of any
improvements planned for next year.

6. Waste management function’s performance

Function: Waste Management

Sub Function:  Solid Waste

Reporting Detail Total

Level

Overview: Includes refuse removal, solid waste disposal and landfill,
street cleaning and recycling

Description  of | The refuse collection functions of the municipality are

the Activity: administered as follows and include:
2.7% of the people have access to refuse removal
service by the municipality
There are two landfill sites that we use for our refuse in
Hamburg and Peddie Town. We have developed a
business plan to solicit fund for integrated waste
management plan. Trainings do take place for staff
members on waste management issues.

7. Waste water management

Function: Waste Water Management

Sub Function:  Sewerage etc

Reporting Detail Total Cost

Level

Overview: Includes provision of sewerage services not including

infrastructure and water purification, also includes toilet
facilities

Description  of
the Activity:
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The sewerage functions of the municipality are
administered as follows and include:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>




These services extend to include <function/area>, but do
not take account of <function/area> which resides within
the jurisdiction of <national/provincial/other private
sector> government. The municipality has a mandate to:

<List here>

The strategic objectives of this function are to:
<List here>

The key issues for 200X/QY are:

<List here>

Analysis of the

<Provide statistical information on (as a minimum):>

Function:
1 Number and cost to employer of all personnel associated R (000s)
with sewerage functions:
- Professional (Engineers/Consultants) <total> <cost>
- Field (Supervisors/Foremen) <total> <cost>
- Office (Clerical/Administration) <total> <cost>
- Non-professional (blue collar, outside workforce) <total> <cost>
- Temporary <total> <cost>
- Contract <total> <cost>
Note: total number to be calculated on full-time equivalent
(FTE) basis, total cost to include total salary package
2 Number of households with sewerage services, and type R (000s)
and cost of service:
- Flush toilet (connected to sewerage system) <total> <cost>
- Flush toilet (with septic tank) <total> <cost>
- Chemical toilet <total> <cost>
- Pit latrine with ventilation <total> <cost>
- Pit latrine without ventilation <total> <cost>
- Bucket latrine <total> <cost>
- No toilet provision <total> <cost>
Note: if other types of services are available, please
provide details
3 Anticipated expansion of sewerage: R (000s)
- Flush/chemical toilet <total> <cost>
- Pit latrine <total> <cost>
- Bucket latrine <total> <cost>
- No toilet provision <total> <cost>
Note: provide total number of households anticipated to
benefit and total additional operating cost per year to the
municipality
4 Free Basic Service Provision:
- Quantity (humber of households affected) <total>
- Quantum (value to each household) <value>
Reporting Detail Total Cost
Level
Note: Provide details of how many households receive
the FBS provision, and the average value it means per
household. Describe in detail the level of Free Basic
Services provided.
5 Total operating cost of sewerage function R (000s)
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8. Road maintenance’s function’s performance

Function:
Sub Function:

Road Transport
Roads

Reporting
Level

Detail

Total

Cost

Overview:

Construction and maintenance of roads within the
municipality's jurisdiction

Description  of
the Activity:

The road maintenance and construction responsibilities
of the municipality are administered as follows and
include:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>

These services extend to include <function/area>, but do
not take account of <function/area> which resides within
the jurisdiction of <national/provincial/other private
sector> government. The municipality has a mandate to:

<List here>

The strategic objectives of this function are to:
<List here>

The key issues for 200X/0Y are:

<List here>

Analysis of the
Function;

1
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<Provide statistical information on (as a minimum):>

Number and cost to employer of all personnel associated
with road maintenance and construction:

- Professional (Engineers/Consultants)

- Field (Supervisors/Foremen)

- Office (Clerical/Administration)

- Non-professional (blue collar, outside workforce)

- Temporary

- Contract

Note: total number to be calculated on full-time equivalent
(FTE) basis, total cost to include total salary package

<total>
<total>
<total>
<total>
<total>
<total>

R (000s)

<cost>
<cost>
<cost>
<cost>
<cost>
<cost>

Total number, kilometres and total value of road projects
planned and current:

- New bitumenised (number)

- Existing re-tarred (number)

- New gravel (number)

- Existing re-sheeted (number)

Note: if other types of road projects, please provide
details

<kms>
<kms>
<kms>
<kms>

R (000s)

<cost>
<cost>
<cost>
<cost>

Total kilometres and maintenance cost associated with
existing roads provided

- Tar

- Gravel

Note: if other types of road provided, please provide
details

<total>
<total>

R (000s)

<cost>
<cost>




4 Average frequency and cost of re-tarring, re-sheeting R (000s)
roads
-Tar <total> <cost>
- Gravel
Note: based on maintenance records
5 Estimated backlog in number of roads, showing R (000s)
kilometres and capital cost
- Tar <total> <cost>
- Gravel
Reporting Detail Total Cost
Level
Note: total number should appear in IDP, and cost in
future budgeted road construction programme
6 Type and number of grants and subsidies received: R (000s)
<list each grant or subsidy separately> <total> <value>
Note: total value of specific road grants actually received
during year to be recorded over the five quarters - Apr to
Jun this year, Jul to Sep, Oct to Dec, Jan to Mar, Apr to
Jun this year.
7 Total operating cost of road construction and R (000s)
maintenance function
9. Water distribution function’s performance
Function: Water
Sub Function:  Water Distribution
Reporting Detail Total Cost
Level
Overview: Includes the bulk purchase and distribution of water
Description of | The water purchase and distribution functions of the
the Activity: municipality are administered as follows and include:
<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>
These services extend to include <function/area>, but do
not take account of <function/area> which sits within the
jurisdiction of <national/provincial/other private sector>
government. The municipality has a mandate to:
<List here>
The strategic objectives of this function are to:
<List here>
The key issues for 200X/QY are:
<List here>
<Provide statistical information on (as a minimum):>
1 Number and cost to employer of all personnel associated R (000s)
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- Professional (Engineers/Consultants) <total> <cost>
- Field (Supervisors/Foremen) <total> <cost>
- Office (Clerical/Administration) <total> <cost>
- Non-professional (blue collar, outside workforce) <total> <cost>
- Temporary <total> <cost>
- Contract <total> <cost>
Note: total number to be calculated on full-time equivalent
(FTE) basis, total cost to include total salary package.
2 Percentage of total water usage per month
<Insert table showing monthly water usage > <volume> | <volume>
Note: this will therefore highlight percentage of total water
stock used per month
3 Total volume and cost of bulk water purchases in R (000s)
kilolitres and rand, by category of consumer
- Category 1 <insert here> <volume> | <cost>
- Category 2 <insert here> <volume> | <cost>
- Category 3 <insert here> <volume> | <cost>
- Category 4 <insert here> <volume> | <cost>
4 Total volume and receipts for bulk water sales in kilolitres R (000s)
and rand, by category of consumer:
- Category 1 <insert here> (total number of households) | <volume> | <cost>
- Category 2 <insert here> (total number of households) | <volume> | <cost>
- Category 3 <insert here> (total number of households) | <volume> | <cost>
- Category 4 <insert here> (total number of households) | <volume> | <cost>
5 Total year-to-date water losses in kilolitres and rand R (000s)
<detail total> <volume> | <cost>
Eeportmg Detail Total Cost
evel
6 Number of households with water service, and type and R (000s)
cost of service:
- Piped water inside dwelling <total> <cost>
- Piped water inside yard <total> <cost>
- Piped water on community stand: distance < 200m | <total> <cost>
from dwelling
- Piped water on community stand: distance > 200m | <total> <cost>
from dwelling
- Borehole <total> <cost>
- Spring <total> <cost>
- Rain-water tank <total> <cost>
Note: if other types of services are available, please
provide details
7 Number and cost of new connections: R (000s)
<detail total> <number> | <cost>
8 Number and cost of disconnections and reconnections: R (000s)
<detail total> <number> | <cost>
9 Number and total value of water projects planned and R (000s)
current:
- Current (financial year after year reported on) <total> <cost>
- Planned (future years) <total> :
Note: provide total project and project value as per initial
or revised budget
10 Anticipated expansion of water service: R (000s)
- Piped water inside dwelling <total> <cost>
- Piped water inside yard <total> <cost>
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11

12

13

14

- Piped water on community stand: distance < 200m
from dwelling

- Piped water on community stand: distance > 200m
from dwelling

- Borehole

- Spring

- Rain-water tank

Note: provide total number of households anticipated to
benefit and total additional operating cost per year to the
municipality

<total>

<total>

<total>
<total>
<total>

<cost>

<cost>

<cost>
<cost>
<cost>

Estimated backlog in number (and cost to provide) water
connection:

- Piped water inside dwelling

- Piped water inside yard

- Piped water on community stand: distance < 200m
from dwelling

- Piped water on community stand: distance > 200m
from dwelling

- Borehole

- Spring

- Rain-water tank

Note: total number should appear in IDP, and cost in
future budgeted capital housing programmes

<total>
<total>
<total>

<total>

<total>
<total>
<total>

R (000s)

<cost>
<cost>
<cost>

<cost>

<cost>
<cost>
<cost>

Free Basic Service Provision:

- Quantity (humber of households affected)

- Quantum (value to each household)

Note: Provide details of how many households receive
the FBS provision, and the average value it means per
household. Describe in detail the level of Free Basic
Services provided.

<total>
<value>

Type and number of grants and subsidies received:
<list each grant or subsidy separately>

Note: total value of specific water grants actually received
during year to be recorded over the five quarters - Apr to
Jun last year, Jul to Sep, Oct to Dec, Jan to Mar, Apr to
Jun this year.

<total>

R (000s)
<value>

Total operating cost of water distribution function

R (000s)

10. Electricity distribution function’s performance

Function:

Sub Function:

Electricity
Electricity Distribution

Reporting
Level

Detail

Total

Cost

Overview:

Includes the bulk purchase and distribution of electricity

Description

the Activity:
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The electricity purchase and distribution functions of the
municipality are administered as follows and include:

<List administration of each function here: this should
detail what is offered, and how it is offered to the
community>




These services extend to include <function/area>, but do
not take account of <function/area> which resides within
the jurisdiction of <national/provincial/other private
sector> government. The municipality has a mandate to:

<List here>

The strategic objectives of this function are to:
<List here>

The key issues for 200X/QY are:

<List here>

Analysis of the

<Provide statistical information on (as a minimum):>

Function:
1 Number and cost to employer of all personnel associated R (000s)
with the electricity distribution function:
- Professional (Engineers/Consultants) <total> <cost>
- Field (Supervisors/Foremen) <total> <cost>
- Office (Clerical/Administration) <total> <cost>
- Non-professional (blue collar, outside workforce) <total> <cost>
- Temporary <total> <cost>
- Contract <total> <cost>
Note: total number to be calculated on full-time equivalent
(FTE) basis, total cost to include total salary package.
2 Total quantity and cost of bulk electricity purchases in R (000s)
kilowatt hours and rand, by category of consumer
- Residential <volume> | <cost>
- Commercial <volume> | <cost>
- Industrial <volume> | <cost>
- Mining <volume> | <cost>
- Agriculture <volume> | <cost>
- Other <volume> | <cost>
3 Total quantity and receipts for bulk electricity sales in R (000s)
kilowatt hours and rand, by category of consumer:
- Household <volume> | <cost>
- Commercial <volume> | <cost>
- Industrial <volume> | <cost>
- Mining <volume> | <cost>
- Agriculture <volume> | <cost>
- Other <volume> | <cost>
4 Total year-to-date electricity losses in kilowatt hours and R (000s)
rand
<detail total> <volume> | <cost>
5 Number of households with electricity access, and type R (000s)
and cost of service:
Reporting Detail Total Cost
Level
- Electrified areas
- Municipal <total> <cost>
- Eskom <total> <cost>
- Alternate energy source
- Gas <total> <cost>
- Paraffin <total> <cost>
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- Solar <total> <cost>
- Wood <total> <cost>
- Non electrified <total> <cost>
Note: if other types of services are available, please
provide details
6 Number and cost of new connections: R (000s)
<detail total> <volume> | <cost>
7 Number and cost of disconnections and reconnections R (000s)
<detail total> <volume> | <cost>
8 Number and total value of electrification projects planned R (000s)
and current:
- Current (financial year after year reported on) <total> <cost>
- Planned (future years) <total> <cost>
Note: provide total project and project value as per initial
or revised budget
9 Anticipated expansion of electricity service: R (000s)
<detail total> <total> <cost>
Note: provide total number of households anticipated to
benefit and total additional operating cost per year to the
municipality
10 Estimated backlog in number (and cost to provide) water R (000s)
connection:
<detail total> <total> <cost>
Note: total number should appear in IDP, and cost in
future budgeted capital housing programmes
11 Free Basic Service Provision:
- Quantity (humber of households affected) <total>
- Quantum (value to each household) <value>
Note: Provide details of how many households receive
the FBS provision, and the average value it means per
household. Describe in detail the level of Free Basic
Services provided.
12 Type and number of grants and subsidies received: R (000s)
<list each grant or subsidy separately> <total> <value>
Note: total value of specific electricity grants actually
received during year to be recorded over the five quarters
- Apr to Jun last year, Jul to Sep, Oct to Dec, Jan to Mar,
Apr to Jun this year.
13 Total operating cost of electricity distribution function R (000s)
B: ANNEXURE

The annexure is made up of the following documents arranged in the sequence below:
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Full AG reports;

Plan of action of the municipality to address findings of the AG report;
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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 was 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).

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 place 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 municipality’s 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.

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 accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2011 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 accounting officer is responsible for the preparation of these annual financial statements, which are set out on pages x to
X, in terms of Section 126(1) of the Municipal Finance Management Act and which | have signed on behalf of the Municipality.

The accounting officer certifies that the salaries, allowances and benefits of Councillors and payments made are within the
upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer
Bearers Act and the Minister of Provincial and Local Government’s determination in accordance with this Act.

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial
statements.

The annual financial statements set out on pages 4 to 36, which have been prepared on the going concern basis, were
approved by the accounting officer on 31 August 2010 and were signed on its behalf by:

Mrs N Y Zongo
Municipal Manager
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Statement of Financial Position

Figures in Rand Note(s) 2010 2009

Assets

Current Assets

Trade and other receivables from exchange transactions 7 1,500,913 4,102,003

Other receivables from non-exchange transactions 8 - 2,003,455

VAT receivable 9 2,595,109 2,335,723

Current portion of long term receivable 68,120 40,158

Cash and cash equivalents 10 4,444 324 2,230,678
8,608,466 10,712,017

Non-Current Assets

Investment property 4 - -

Property, plant and equipment 5 19,097,897 5,112,835

Long term loan receivables - 68,093

19,097,897 5,180,928

Total Assets 27,706,363 15,892,945

Liabilities

Current Liabilities

Trade and other payables from exchange transactions 14 6,522,012 3,163,387

Provisions 13 - 718,290
6,522,012 3,881,677

Non-Current Liabilities

Unspent conditional grants and receipts 12 5,620,699 2,517,084

Total Liabilities 12,142,711 6,398,761

Net Assets 15,563,652 9,494,184

Net Assets

Reserves

Housing Development Fund 11&11 2,042,578 1,948,076

Accumulated surplus 13,521,074 7,546,108

Total Net Assets 15,563,652 9,494,184
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Statement of Financial Performance

Figures in Rand Note(s) 2010 2009
Revenue
Service Charges 384,319 328,555
Property rates 2,343,488 3,594,671
Fines 466,148 320,153
Licences and permits 637,674 102,906
Government grants & subsidies 17 38,884,352 28,549,101
Other grant receipts 12,450,017 7,105,669
Rental income 53,378 157,083
Other income 18 1,439,309 3,284,829
Interest received - investment 22 312,013 506,153
Total Revenue 56,970,698 43,949,120
Expenditure
Personnel 20 (17,720,340) (15,934,146)
Remuneration of councillors 21 (5,610,150)  (5,128,277)
Finance costs (404,046) 13,684
Debt impairment (6,900,073) (2,031,917)
Repairs and maintenance (697,117) (409,082)
19 (19,664,009) (11,152,422)

General Expenses
Total Expenditure

Surplus for the year

(50,995,735)

(34,642,160)

5,974,963

9,306,960

5

The supplementary information presented does not form part of the annual financial statements and is unaudited
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Statement of Changes in Net Assets

Housing Accumulated Total net

Development surplus assets
Figures in Rand fund
Opening balance as previously reported 1,783,594 (1,580,531) 203,063
Adjustments
Fundamental errors affecting net assets - 7,017,072 7,017,072
Transfer - (7,197,393) (7,197,393)
Balance at 01 July 2008 as restated 1,783,594 (1,760,852) 22,742
Changes in net assets
Transfers to / from accumulated surplus 164,482 - 164,482
Net income (losses) recognised directly in net assets 164,482 - 164,482
Surplus for the year - 9,306,960 9,306,960
Total recognised income and expenses for the year 164,482 9,306,960 9,471,442
Total changes 164,482 9,306,960 9,471,442
Balance at 01 July 2009 1,948,076 7,546,111 9,494,187
Changes in net assets
Surplus for the year - 5,974,963 5,974,963
Transfers to / from accumulated surplus 94,502 - 94,502
Total changes 94,502 5,974,963 6,069,465
Balance at 30 June 2010 2,042,578 13,521,074 15,563,652

Note(s)
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Cash flow statement

Figures in Rand Note(s) 2010 2009

Cash flows from operating activities

Receipts

Sale of goods and services 3,028,788 2,161,694

Grants 51,334,369 35,654,770

Interest income 312,013 506,153
54,675,170 38,322,617

Payments

Employee costs (23,330,490) (21,062,423)

Suppliers (14,741,926) (10,738,245)

Finance costs (404,046) 13,684
(38,476,462) (31,786,984)

Net cash flows from operating activities 24 16,198,708 6,535,633

Cash flows from investing activities

Purchase of property, plant and equipment 5 (13,985,062) (5,112,835)

Net increase/(decrease) in cash and cash equivalents 2,213,646 1,422,798

Cash and cash equivalents at the beginning of the year 2,230,678 807,880

Cash and cash equivalents at the end of the year 10 4,444,324 2,230,678
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Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with the
historic cost convention, except where indicated otherwise. They have been prepared in terms of Section 122(3) of the
Municipal Finance Management Act, (Act No 56 of 2003) in accordance with the Accounting Standards prescribed by the
Minister of Finance in terms of Government Gazette number 31021, Notice Number 516, dated 9 May 2008 and also in
terms of the standards and principles contained in Directive 4 issued by the ASB in March 2009.

The Accounting Framework of the municipality ,based on the preceding paragraphs and applicable to the operations of the
municipality, is therefore as follows:

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors
GRAP 5 Borrowing Costs

GRAP 6 Consolidated and Separate Financial Statements
GRAP 9 Revenue from Exchange Transactions

GRAP 12 Inventories

GRAP 13 Leases

GRAP 14 Events after the Reporting Date

GRAP 16 Investment property

GRAP 17 Property, Plant and Equipment

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets
GAMAP 9 Paragraphs relating to Revenue from Non-Exchange Transactions
IPSAS 20 Related Party Disclosure

IPSAS 21 Impairment of Non Cash-Generating Assets

IFRS 7 Financial Instruments: Disclosures

IAS 19 Employee Benefits

IAS 32 Financial Instruments: Presentation

IAS 36 Impairment of Assets

IAS 39 Financial Instruments: Recognition and Measurement
IFRIC 4 Determining whether an arrangement contains a lease

The standards prescribed are the effective Standards of Generally Recognised Accounting Practice (GRAP), including any
interpretations and directives issued by the Accounting Standards Board. The impact of the mentioned directives on the
financial statements, specifically Directive 4, is disclosed in the various accounting policies below.

1.1 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates
which may be material to the annual financial statements. Significant judgements include:

Trade receivables / Held to maturity investments and/or loans and receivables

The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting period.
In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements as to
whether there is observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

The impairment for trade receivables and loans and receivables is calculated on a portfolio basis, based on historical loss
ratios, adjusted for national and industry-specific economic conditions and other indicators present at the reporting date that
correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and scaled to the
estimated loss emergence period.

Fair value estimation
The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values.
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the

current market interest rate that is available to the municipality for similar financial instruments.

Provisions
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Accounting Policies

1.1 Significant judgements and sources of estimation uncertainty (continued)

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of
these estimates of provisions are included in note 13 - Provisions.

Allowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition.

1.2 Investment property

Investment property is reported at provisional amounts (Nil value), due to the fact that the initial accounting for Investment
property was incomplete by the end of a reporting period in which the Standard became effective.

Investment property was not disclosed in the financial statements for the year ending 30 June 2009 but is disclosed at
provisional amounts in the current financial statements. Please refer to note 4. No other retrospective adjustments to
provisional amounts were recognised to reflect new information obtained about facts and circumstances that existed on the
effective date of the Standard.

It is expected that the measurement of investment property will be addressed in conjunction with efforts related to Property,
plant and equipment which are expected to be finalised by 30 June 2011.

No accounting policy to investment property was included in the prior year financial statements.

1.3 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.

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 at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a nhon-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.

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.

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property,
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of
property, plant and equipment are accounted for as 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.

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.

9



NGQUSHWA MUNICIPALITY

Annual Financial Statements for the year ended 30 June 2010

Accounting Policies

1.3 Property, plant and equipment (continued)

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.

In terms of directive 4 the municipality is not required to measure property, plant and equipment for reporting periods beginning
on or after a date within three years following the date of initial adoption of the Standard of GRAP on Property, Plant and
Equipment. The Standard of GRAP on Property, Plant and Equipment was initially adopted on 1 July 2008.

Due to the fact that the municipality has taken advantage of the transitional provisions, property, plant and equipment were not
recognised and measured in accordance with the Standards of GRAP on: Property, Plant and Equipment, the Presentation of
Financial Statements, Effect of Changes in Foreign Exchange Transactions, Leases ,Segment Reporting, and Non-current
Assets Held for Sale and Discontinued Operations.

Property, plant and equipment acquired prior to the date of initial adoption of the Standard of GRAP are measured at
provisional amounts (Nil value) in line with Directive 4. Additions to property plant and equipment since the Standard of GRAP
on Property, Plant and Equipment was initially adopted are recognised at cost. No depreciation is recognised on these assets
as all the related elements of the depreciation calculation could not be considered at year end.

No measurement adjustments were made for the year ending 30 June 2010.
1.4 Financial instruments
Classification
The municipality classifies financial assets and financial liabilities into the following categories:
. Loans and receivables
. Available-for-sale financial assets
. Financial liabilities measured at amortised cost
Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category.

A financial asset classified as available-for-sale that would have met the definition of loans and receivables may be reclassified
to loans and receivables if the entity has the intention and ability to hold the asset for the foreseeable future or until maturity.

Initial recognition and measurement

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of the
instruments.

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-sale financial assets.

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial
measurement of the instrument.

Subsequent measurement

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less accumulated
impairment losses.

Available-for-sale financial assets are subsequently measured at fair value. This excludes equity investments for which a fair
value is not determinable, which are measured at cost less accumulated impairment losses.

Gains and losses arising from changes in fair value are recognised in equity until the asset is disposed of or determined to be
impaired. Interest on available-for-sale financial assets calculated using the effective interest method is recognised in surplus
or deficit as part of other income. Dividends received on available-for-sale equity instruments are recognised in surplus or

10
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1.4 Financial instruments (continued)
deficit as part of other income when the municipality's right to receive payment is established.

Changes in fair value of available-for-sale financial assets denominated in a foreign currency are analysed between translation
differences resulting from changes in amortised cost and other changes in the carrying amount. Translation differences on
monetary items are recognised in surplus or deficit, while translation differences on non-monetary items are recognised in
equity.

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method.
Impairment of financial assets

At each end of the reporting period the municipality assesses all financial assets, other than those at fair value through surplus
or deficit, to determine whether there is objective evidence that a financial asset or group of financial assets has been impaired.

For amounts due to the municipality, significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy and default of payments are all considered indicators of impairment.

In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the security
below its cost is considered an indicator of impairment. If any such evidence exists for available-for-sale financial assets, the
cumulative loss - measured as the difference between the acquisition cost and current fair value, less any impairment loss on
that financial asset previously recognised in surplus or deficit - is removed from equity as a reclassification adjustment and
recognised in surplus or deficit.

Impairment losses are recognised in surplus or deficit.

Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively to an
event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financial asset at
the date that the impairment is reversed shall not exceed what the carrying amount would have been had the impairment not
been recognised.

Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified as available-for-
sale.

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost because
fair value was not determinable.

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus or
deficit within operating expenses. When such assets are written off, the write off is made against the relevant allowance
account. Subsequent recoveries of amounts previously written off are credited against operating expenses.

Financial instruments designated as available-for-sale

Available for sale investments are financial assets that are designated as available for sale or are not classified as:

. Loans and Receivables;
. Held-to-Maturity Investments; or
. Financial Assets at fair value through the Statement of Financial Performance.

Loans to managers and employees
These financial assets are classified as loans and receivables.
Trade and other receivables

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 asset’s carrying amount and the present value of estimated future cash flows discounted at the effective interest
rate computed at initial recognition.

11



NGQUSHWA MUNICIPALITY

Annual Financial Statements for the year ended 30 June 2010

Accounting Policies

1.4 Financial instruments (continued)

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.

Trade and other receivables are classified as loans and receivables.
Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method except where material variances exist between the armotised cost and the nominal value.

Cash and cash equivalents

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 municipality’s accounting policy
for borrowing costs.

Financial liabilities and equity instruments

Financial liabilities are classified according to the substance of contractual agreements entered into. Trade and other payables
are stated at their nominal value. Equity instruments are recorded at the amount received, net of direct issue costs.

Gains and losses

A gain or loss arising from a change in a financial asset or financial liability is recognised as follows:

. A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is
recognised in surplus or deficit;

. A gain or loss on an available-for-sale financial asset is recognised directly in net assets, through the statement of
changes in net assets, until the financial asset is derecognised, at which time the cumulative gain or loss previously
recognised in net assets is recognised in surplus or deficit; and

. For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, and through the amortisation process.

Impairment of financial assets

The municipality assesses at each statement of financial position date whether a financial asset or group of financial assets is
impaired.

Assets are carried at amortised cost.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the asset shall be
reduced either directly or through the use of an allowance account. The amount of the loss shall be recognised in surplus or
deficit. The municipality first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is determined
that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, the asset
is included in a group of financial assets with similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually assessed for impairment and for which an impairment loss is or continues
to be recognised are not included in a collective assessment of impairment.

1.5 Leases
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1.5 Leases (continued)

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.

In terms of Directive 4 the municipality is not required to recognise finance lease assets/liabilities in the financial statements in
relation to those Property, plant and equipment that have not been recognised as a result of applying the transitional provisions
in the Standards of GRAP related to Property, plant and equipment.

The disclosure requirements included in the Standard of GRAP on Leases were applied insofar as the lease assets/ liabilities
have been identified.

No measurement adjustments were made for the year ending 30 June 2010. The future lease commitments not disclosed in
the financial statements for the year ending 30 June 2009 are now however disclosed in the financial statements. Please refer
to note 25 for the details to future lease commitments.

It is anticipated that the requirements of the Standard of GRAP on Leases will be applied in the financial statements for the
year ending 30 June 2010 when the transitional provisions in the Standards of GRAP on Property, Plant and Equipment expire.

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

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset
and recognised as an expense over the lease term on the same basis as the lease revenue.

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis.
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis.
Income for leases is disclosed under revenue in statement of financial performance.

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 surplus sharing and 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.
Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans
where the municipality’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit
plan.
1.7 Provisions and contingencies
Provisions are recognised when:
. the municipality has a present obligation as a result of a past event;
. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and
. 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
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1.7 Provisions and contingencies (continued)
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.

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.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This
increase is recognised as an interest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating deficits.

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and
measured as a provision.

A constructive obligation to restructure arises only when an entity:

. has a detailed formal plan for the restructuring, identifying at least:
- the activity/operating unit or part of a activity/operating unit concerned;
- the principal locations affected;
- the location, function, and approximate number of employees who will be compensated for services being
terminated;
- the expenditures that will be undertaken; and
- when the plan will be implemented; and

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

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both:
. necessarily entailed by the restructuring; and
. not associated with the ongoing activities of the municipality

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale
or transfer, that is, there is a binding agreement.

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are
subsequently measured at the higher of:

. the amount that would be recognised as a provision; and

. the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 26.

Decommissioning, restoration and similar liability

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in the
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the
obligation, or a change in the discount rate, is accounted for as follows:

If the related asset is measured using the cost model:
. changes in the liability is added to, or deducted from, the cost of the related asset in the current period.

14



NGQUSHWA MUNICIPALITY

Annual Financial Statements for the year ended 30 June 2010

Accounting Policies

1.7 Provisions and contingencies (continued)

. the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit.

. if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that
the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity test the
asset for impairment by estimating its recoverable amount, and account for any impairment loss, in accordance with
the amounting policy on impairment of assets as described in accounting policy and .

If the related asset is measured using the revaluation model:

. changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that:

- a decrease in the liability is credited directly to revaluation surplus in net assets, except that it is recognised in
surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously recognised in
surplus or deficit; and

- an increase in the liability is recognised in surplus or deficit, except that it is debited directly to revaluation
surplus in net assets to the extent of any credit balance existing in the revaluation surplus in respect of that asset;

. in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the
asset been carried under the cost model, the excess is recognised immediately in surplus or deficit;

. a change in the liability is an indication that the asset may have to be revalued in order to ensure that the carrying
amount does not differ materially from that which would be determined using fair value at the reporting date. Any
such revaluation is taken into account in determining the amounts to be taken to surplus or deficit and net assets. If
a revaluation is necessary, all assets of that class is revalued; and

. the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the statement of
changes in net assets of each item of revenue or expense that is recognised directly in net assets. In complying with
this requirement, the change in the revaluation surplus arising from a change in the liability is separately identified
and disclosed as such.

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has reached
the end of its useful life, all subsequent changes in the liability is recognised in surplus or deficit as they occur. This applies
under both the cost model and the revaluation model.

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs.

In terms of Directive 4, the municipality is not required to recognise provisions (which form part of the cost of an asset) as a
result of applying the transitional provisions in the Standards of GRAP on Property, Plant and Equipment. The disclosure
requirements on the provisions related to the assets were however complied with in accordance with the Standard of GRAP on
Provisions, Contingent Liabilities and Contingent Assets.

The rehabilitation cost liability that relate to landfill sites was neither disclosed nor recognised in the financial statements for the
year ending 30 June 2009. The liability was not recognised in the current financial year but details relating to the estimated
liability is disclosed in note 13.

Except for the provision for landfill site no other provisions were affected by the transitional provisions set out in Directive 4 and
no other measurement adjustments were made for the year ending 30 June 2010.

1.8 Revenue from exchange transactions

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, other than increases relating to contributions from owners.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arm’s length transaction.

Measurement
Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.

Rendering of services
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1.8 Revenue from exchange transactions (continued)

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome
of a transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;
. the stage of completion of the transaction at the reporting date can be measured reliably; and
. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by .

Interest, royalties and dividends
Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recognised when:
. It is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality, and
. The amount of the revenue can be measured reliably.

Interest is recognised, in surplus or deficit, using the effective interest rate method.

Service fees included in the price of the product are recognised as revenue over the period during which the service is
performed.

1.9 Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly
giving approximately equal value in exchange.

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, other than increases relating to contributions from owners.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arm’s length transaction.

Measurement
Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
Rates, including collection charges and penalties interest
Revenue from rates, including collection charges and penalty interest, 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.

Fines
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1.9 Revenue from non-exchange transactions (continued)

Revenue from the issuing of fines is recognised when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and
. the amount of the revenue can be measured reliably.

The municipality has two types of fines: spot fines and summonses. There is uncertainty regarding the probability of the flow of
economic benefits or service potential in respect of spot fines as these fines are usually not given directly to an offender.
Further legal processes have to be undertaken before the spot fine is enforceable. In respect of summonses the public
prosecutor can decide whether to waive the fine, reduce it or prosecute for non-payment by the offender. An estimate is made
for the revenue amount collected from spot fines and summonses based on past experience of amounts collected. Where a
reliable estimate cannot be made of revenue from summonses, the revenue from summonses is recognised when the public
prosecutor pays over to the entity the cash actually collected on summonses issued.

Levies

Levies are recognised as revenue when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and
. the amount of the revenue can be measured reliably.

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not
submitted a declaration are based on the following factors:
. the extent and success of procedures to investigate the non-submission of a declaration by defaulting levy payers;
. internal records maintained of historical comparisons of estimated levies with actual levies received from individual
levy payers;
. historical information on declarations previously submitted by defaulting levy payers; and
. the accuracy of the database of levy payers as well as the frequency by which it is updated for changes.

Changes to estimates made when more reliable information becomes available are processed as an adjustment to levies
revenue.

Government grants

Government grants are recognised as revenue 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
. to the extent that there has been compliance with any restrictions associated with the grant.

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on the
basis of the available evidence. Certain grants payable by one level of government to another are subject to the availability of
funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service potential
associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be
available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the
flow. Revenue is then only recognised once evidence of the probability of the flow becomes available.

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no
restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is earlier.

When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been
incurred and to the extent that any other restrictions have been complied with.

Other grants and donations

Other grants and donations are recognised as revenue 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
. to the extent that there has been compliance with any restrictions associated with the grant.

If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a
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1.9 Revenue from non-exchange transactions (continued)
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied.

1.10 Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.

1.11 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
1.12 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.

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.

1.13 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.

1.14 Irregular expenditure

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in
contravention of or that is not in accordance with a requirement of any applicable legislation, including -

. (a) this Act; or

. (b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or

. (c) any provincial legislation providing for procurement procedures in that provincial government.

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA requires
the following (effective from 1 April 2008):

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register. In
such an instance, no further action is also required with the exception of updating the note to the financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of
updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the
register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the
financial statements. The irregular expenditure register must also be updated accordingly. If the irregular expenditure has not
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the
irregular expenditure register.
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1.15 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 municipality’s
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 management’s best knowledge of current events and actions they may
undertake in the future, actual results ultimately may differ from those estimates.

1.16 Presentation of currency
These annual financial statements are presented in South African Rand which is the functional currency of the municipality.
1.17 Offsetting

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

1.18 Housing development fund

The Housing fevelopment Fund was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from national and
provincial government used to finance housing selling schemes undertaken by the municipality were extinguished on 1 April
1998 and transferred to a Housing Development Fund. Housing selling schemes, both complete and in progress as at 1 April
1998, were also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing
developments, which include rental income and sales of houses, must be paid into the Housing Development Fund. Monies
standing to the credit of the Housing Development Fund can be used only to finance housing developments within the
municipal area subject to the approval of the Provincial MEC responsible for housin.

1.19 Conditional grants and receipts
Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality

has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria,
conditions or obligations have not been met a liability is recognised.
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Figures in Rand 2010 2009

2. Changes in accounting policy

Accounting Policies have been consistently applied, except as indicated below:

The municipality changes an accounting policy only if the change:

a) is required by a Standard of GRAP; or

b) results in the financial statements providing reliable and more relevant information about the effects of transactions,
other events or conditions on the performance or cash flow.

3. New standards and interpretations
3.1 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality’s accounting periods beginning on or after 01 July 2010 or later periods:

. GRAP 18 Segment Reporting - issued March 2005
. GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008
. GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007

GRAP 103 Heritage Assets - issued July 2008
Application of all the above GRAP standards will be effetive from the date to be announced by the Minister of Finance. This
date is currently not available.

The following standards , ammendments to standards and interpretations have been issued but not yet effective and have
not been early adopted by the municipality:

. IAS 19 Employee Benefits - effective 1 January 2009
. IFRIC 17 Distribution of Non-cash Assets to Owners - effective 1 July 2009
. IAS 39 Financial Instruments: Recognition and Measurement - portions of standard effective 1 July 2009 .

Management has considered all the of the above-mentioned GRAP standards issued but not yet effective and anticipates
that the adoption of these standards will not have a significant impact on the financial position, financial performance or
cash flows of the municipality.
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4. Investment property
Investment properties were recognised at provisional amounts (Nil Value).
Investment property consists of the following properties:
1. Hamburg Caravan Park
2. ANC Constituency Office
3. Engen (land)
4. Vodacom Tower
5. Premedia
6. Eric Mjolo (Farm)
Lease payments receivable on rental property
- Within one year 86,808 69,139
- In second to fifth year inclusive 8,808,551 907,848
8,895,359 976,987
5. Property, plant and equipment
2010 2009
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation  depreciation Valuation  depreciation
Furniture and fixtures 133,983 - 133,983 - - -
Motor vehicles 531,984 - 531,984 - - -
IT equipment 403,821 - 403,821 - - -
Infrastructure 8,800,335 - 8,800,335 - - -
Community 8,788,006 - 8,788,006 5,112,835 - 5,112,835
Other property, plant and 439,768 - 439,768 - - -
equipment
Total 19,097,897 - 19,097,897 5,112,835 - 5,112,835
Reconciliation of property, plant and equipment - 2010
Opening Additions Total
balance
Furniture and fixtures - 133,983 133,983
Motor vehicles - 531,984 531,984
IT equipment - 403,821 403,821
Infrastructure - 8,800,335 8,800,335
Community 5,112,835 3,675,171 8,788,006
Other property, plant and equipment - 439,768 439,768
5,112,835 13,985,062 19,097,897
Reconciliation of property, plant and equipment - 2009
Opening Additions Total
balance
Community - 5,112,835 5,112,835

6. Financial assets by category

The accounting policies for financial instruments have been applied to the line items below:

2010
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6. Financial assets by category (continued)
Loans and Available-for- Total
receivables sale
Other financial assets 68,120 - 68,120
Trade and other receivables 1,500,913 - 1,500,913
Cash and cash equivalents - 4,444 324 4,444 324
VAT Receivable 2,595,109 - 2,595,109
4,164,142 4,444,324 8,608,466
2009
Loans and Available-for- Total
receivables sale
Trade and other receivables 4,102,003 - 4,102,003
Cash and cash equivalents - 2,230,678 2,230,678
Current portion of long term receivable 40,158 - 40,158
VAT Receivable 2,335,723 - 2,335,723
Other receivables 2,058,232 - 2,058,232
8,536,116 2,230,678 10,766,794
7. Trade and other receivables from exchange transactions
Trade debtors 1,210,834 4,102,003
Prepaid expenses 290,079 -
1,500,913 4,102,003

Credit quality of trade and other receivables

The following represents information on the credit quality of trade receivables that are neither past due nor impaired:

Trade receivables

Counterparties with external credit rating
A (Government Accounts)

B (Businesses)

C (Domestic and other)

Analysis of table:

A - The debtors are of good credit quality and no default in payment is expected.

249,785
46,870
914,180

1,210,835

B - The debtors are usual good payers, but there is a possibility that the debtor may not be able to pay on time
C - These debtors usually pay, but have previously paid late and therefore there is a possibility that these debtors will not be

recoverable.

Trade and other receivables past due but not impaired
The ageing of amounts past due but not impaired is as follows:
Trade Receivables

1-30 days past due

31-60 days past due
61-90 days past due

Trade and other receivables impaired

910,836
160,527
139,471

1,210,834
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7. Trade and other receivables from exchange transactions (continued)
Refer to the receivables note for an analysis of the impaired receivables.

8. Other receivables from non-exchange transactions

Trafic Summonses - 387,516
Sundry Debtors - 897,490
Transfers between banks - (43,658)
Unallocated Expenditure - 28,486
Amathole DM-Control - 518,020
Debit Orders - 215,601
- 2,003,455

9. VAT receivable

VAT 2,595,109 2,335,723

10. Cash and cash equivalents

Cash and cash equivalents consist of:

Bank balances 236,686 143,770
Short-term deposits 4,207,638 2,086,908

4,444,324 2,230,678

The municipality had the following bank accounts

Account number / description Bank statement balances Cash book balances

30 June 2010 30 June 2009 30 June 2008 30 June 2010 30 June 2009 30 June 2008
First National Bank- Call 64,397 53,642 53,642 64,397 53,642 53,642
Account-62035920596
First National Bank -Call 2,026,601 1,767,617 1,767,617 2,042,701 1,767,617 1,767,617
account-62048047494
First National Bank -Call 1,000,000 - - 1,002,959 - -
Account- 62270666616
First National Bank -Call 1,000,000 - - 1,002,959 - -
account-62270667531
First National Bank- Call 94,622 86,265 86,265 94,622 86,265 86,265
account-61684000098
First National bank -Public (61,182) 143,770 (1,099,643) 236,686 2,037,259 359,193
Sector Cheque Account-
62022000898
Total 4,124,438 2,051,294 807,881 4,444,324 3,944,783 2,266,717

11. Housing Development Fund

Balance at the beginning of the year 1,948,076 1,783,593
Interest 94,502 164,483

2,042,578 1,948,076

12. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts
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12. Unspent conditional grants and receipts (continued)

Municipal Infrastructure Grant 4,192,911 895,363
Drivers; Licence testing station 1,323,504 1,460,721
Municipal Systems Improvement Grant 104,284 161,000

5,620,699 2,517,084

Movement during the year

Balance at the beginning of the year 3,524,212 2,479,321
Additions during the year 2,096,487 37,763

5,620,699 2,517,084

13. Provisions

Reconciliation of provisions - 2010

Opening Utilised Total
Balance during the
year
Provisions 718,290 (718,290) -
Reconciliation of provisions - 2009
Opening Additions Total
Balance
Provisions - 718,290 718,290

The provision for the rehabilitation to the landfill sites operated in Peddie and Hamburg was not recognised in line with Directive
4 due to the application of the transitional provisions in the Standards of GRAP on Property, Plant and Equipment also being
applied.

The following information were applied in the calculation of the present value of the liability to rehabilitate the mentioned landfill
sites:

Interest rate applied: 5.4% (Interest rate on most current investments)

Estimated useful life of landfill sites as at 30 June 2009: 10 years

Estimated cost increase for annual rehabilitation : 8%

Annual rehabilitation costs required is R 791,640

Estimated costs for closure: R 2,140,000

Once off costs R 270,000

Present value of rehabilitation obligation equates R 3,120,642 ( 2009 : R 2,336,056 )

14. Trade and other payables from exchange transactions

Trade payables 5,137,814 1,996,971
Accrued leave pay 584,189 568,259
Accrued bonus 457,349 368,336
Accrued Administration and water sanitation expense 119,299 119,300
Other creditors 223,361 54,970
Receiver of Revenue - PAYE - 55,551

6,522,012 3,163,387

15. Financial liabilities by category
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15. Financial liabilities by category (continued)
The accounting policies for financial instruments have been applied to the line items below:
2010
Financial Total
liabilities at
amortised
cost
Accrued leave pay 584,189 584,189
Accrued bonuses 457,349 457,349
ADM Expense 119,299 119,299
Trade payables 5,137,814 5,137,814
Other creditors 223,361 223,361
6,522,012 6,522,012
2009
Financial Total
liabilities at
amortised
cost
Accrued leave pay 568,259 568,259
Trade and other payables 1,996,971 1,996,971
Accrued Bonuses 368,336 368,336
ADM Expense 119,300 119,300
Other creditors 54,970 54,970
Receiver of Revenue 55,551 55,551
3,163,387 3,163,387
16. Revenue
Refuse removal 384,319 328,555
Property rates 2,343,488 3,594,671
Fines 466,148 320,153
Licences and permits 637,674 102,906
Government grants & subsidies 38,884,352 28,549,101
Other Grant Receipts 12,450,017 7,105,669
55,165,998 40,001,055
The amount included in revenue arising from exchanges of goods or services
are as follows:
Refuse removal 384,319 328,555
Licences and permits 637,674 102,906
1,021,993 431,461
The amount included in revenue arising from non-exchange transactions is as
follows:
Property rates 2,343,488 3,594,671
Fines 466,148 320,153
Government grants & subsidies 38,884,352 28,549,101
Other grant receipts 12,450,017 7,105,669
54,144,005 39,569,594
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17. Government grants and subsidies

Equitable share 38,884,352 28,549,101

Equitable Share
In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members.
All registered indigents receive a monthly subsidy of R - (2009: R -), which is funded from the grant.

18. Other income

Sundry Revenue 1,210,795 3,086,369
Cemetery fees 1,922 1,416
Income from ADM 91,723 -
Pound fees 10,325 9,870
Photocopies and faxes 4,294 113
Grazing income - 1,542
Building plan fees 49,111 41,714
Penalties 42,460 120,352
Tresspass fees 28,679 23,453

1,439,309 3,284,829
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19. General expenses
Administration fees 5,818,951 1,806,168
Advertising 163,572 95,596
Auditors remuneration 1,306,907 430,861
Bank charges 201,039 153,685
Refund to debtors 12,563 -
Computer expenses 20,586 77,503
Consulting and professional fees 289,850 271,003
Consumables 197,379 128,014
IEC Voting station 2,000 -
Institutional Plan and Restructuring 282,240 -
Licence fees 9,350 -
Entertainment 274,649 810,859
Special Programmes 73,336 -
Animal Feed 15,758 5,691
Hire of lifesavers 62,480 -
Insurance 129,599 272,973
Conferences and seminars 16,000 9,533
IT expenses - 95,505
Rezoning and registration 206,851 -
Lease rentals on operating lease 664,866 286,908
Communicasion and Public relations 594,650 446,708
Pest control 3,759 1,754
Fuel and oil 526,246 554,335
Auction fees 3,758 1,060
Postage and courier - 6,504
Printing and stationery 522,072 161,177
Legal Expenses 719,600 117,326
Protective clothing 220,854 140,678
Indigent registration 10,539 -
Stocks and material 376,777 645,642
Security (Guarding of municipal property) 128,040 548,991
Subscriptions and membership fees - 109,314
Telephone and fax 768,131 174,839
Collection fees 42,925 -
Training 469,812 250,000
Travel - local 219,379 85,400
Refuse 54,754 30,605
Electricity 366,342 426,492
Water 53,020 -
Free basic electricity 2,323,395 657,039
Disaster Management 138,314 189,396
Audit Committee Expense - 387,009
Valuation costs 229,014 100,000
Accomodation expenses 1,651,943 645,642
Newsletters and publications 60,878 -
Other 431,831 1,028,212
19,664,009 11,152,422
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20. Employee related costs
Basic 10,363,008 9,407,579
Bonuses 817,254 503,249
Contributions to UIF, pension and medical aid 2,231,744 1,322,852
Skills Development Levy 113,183 84,396
Redemption of leave 165,087 332,956
Travel, motor car, accommodation, subsistence and other allowances 487,288 1,216,675
Overtime payments 583,527 318,840
Housing benefits and allowances 46,943 39,304
14,808,034 13,225,851
Remuneration of municipal manager
Annual Remuneration 547,980 455,903
Travel, motor car, accomodation,subsistence and other allowances 158,484 150,000
Contributions to UIF, Medical and Pension Funds 1,497 -
707,961 605,903
Remuneration of chief finance officer
Annual Remuneration 437,710 393,598
Travel, motor car, accomodation,subsistence and other allowances 132,000 132,000
Contributions to UIF, Medical and Pension Funds 1,497 -
571,207 525,598
Remuneration of executive managers
Technical Corporate Community
Services Services Services
2010 R R
Annual Remuneration 411,226 419,710 419,710
Travel, motor car, accomodation, subsistence and other allowances 126,000 126,000 126,000
Contributions to UIF, Medical and Pension Funds 1,497 1,497 1,497
538,723 547,207 547,207
Technical Corporate Community
Services Services Services
2009 R R R
Annual Remuneration 393,598 383,598 393,598
Travel, motor car, accomodation, subsistence ad other allowances 132,000 132,000 132,000
525,598 515,598 525,598
21. Remuneration of councillors
Executive Major 536,781 501,867
Executive Committee Members 900,140 841,260
Speaker 432,838 344,244
Councillors' remuneration 2,051,132 3,440,906
Councillors’ pension contribution 696,379 -
Councillors' allowances 992,880 -
5,610,150 5,128,277

In-kind benefits

The Mayor, Speaker are full-time. The executive committee members are part time employed by the Municipality. The Mayor
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21. Remuneration of councillors (continued)
and Speaker are provided with an office and secretarial support at the cost of the Council.

The Mayor is entitled to stay at the mayoral residence owned by Council at no cost. The Mayor has use of a Council owned
vehicle for official duties.The Mayor has one full-time bodyguard .

22. Investment revenue

Interest revenue

Bank 202,246 490,241
Interest charged on trade and other receivables 109,767 15,912
312,013 506,153

The amount included in Investment revenue arising from exchange transactions amounted to R 109,766.
The amount included in Investment revenue arising from non-exchange transactions amounted to R 202,246.

23. Auditors' remuneration

Fees 1,306,907 430,861

24. Cash generated from operations

Surplus 5,974,963 9,306,960
Adjustments for:

Movements in provisions (718,290) 718,290
Movement in reserves 94,505 164,483
Other non cash movement - (180,320)
Changes in working capital:

Trade and other receivables from exchange transactions 2,601,090 (3,700,677)
Other receivables from non-exchange transactions 2,003,455 106,090
Current portion of long term receivable (27,962) 2,753
Long term receivables 68,093 42,457
Trade and other payables from exchange transactions 3,358,625 1,163,980
VAT (259,386)  (1,126,146)
Unspent conditional grants and receipts 3,103,615 37,763

16,198,708 6,535,633
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25. Capital Commitments
25.1 Authorised capital expenditure

Approved and contracted for: Community

. Corporate Services 111,372 3,201,340
. Community services 649,960 -
. Technical services 5,985,458 -
. Finance services 1,000,000 -

7,746,790 3,201,340

Approved but not yet contrated for
. Community 216,700 999,069

This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, rights issue
of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, etc.

25.2 Operating leases Commitments

Minimum lease payments due

- within one year 271,370 258,339
- in second to fifth year inclusive 68,615 339,985
339,985 598,324

Operating lease payments represent rentals payable by the municipality for certain of its office properties.No contingent rent is
payable.Lease agreements include a clause of price plus index on rental increases.

26. Contingencies

Contingent liabilities

Milisa Security and Cleaning Services is instituting a damages claim against the municipality following cancellation of its
contract during January 2009. Council is contesting the claim based on legal advice. A court date has not yet been set. The

legal costs will be determined one action has started. The supplier is claiming R 174,000 for damages.

Action has been instituted against the municipality for the expulsion of ANC Councillors. Estimated costs are R 100,000.

Claim for damages 274,000 174,000

Contingent assets
Action was instituted against the former Municipal Manager to recover funds spent as fruitless and wasteful expenditure during
his term of office, civil proceedings have commenced to recover an amount of R 397,126. According to Council's legal

advisors, it is probable that the proceedings will result in the recovery of the full amount but this recovery is virtually certain.The
future trial fee is estimated at R 50,000. The related receivable was not recognised pending outcome of the case.

27. Related parties

Relationships

Chief Financial Officer Mr P Mahlasela
Executive Manager - Technical Services Mr B Badi
Executive Manager - Corporate Services Mr V Gwintsa
Executive Manager - Community Services Mr N Mjo
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28. Prior period errors
The correction of the error(s) results in adjustments as follows:
Statement of financial position
The correction of the errors are as follows: -
Trade and other payables
Balance per 2009 Annual report 3,764,982
Correction of accounts payable balances as at 30 June 2009 752,066
Correction of misallocation of hall deposit and rental (538)
Payments received in advance write off due to lack of supporting documentation (725,626)
Reclassification of interest on receivables 13,447
Adjustment to ADM water and sanitation to agree to confirmation (640,944)
3,163,387
Trade and other receivables
Balance per 2009 Annual report 6,281,000
Correction of prior year balances taking into account revenue only billed in 2010 (473,838)
Increase in debt impairment for 2009 (2,130,235)
Refuse revenue billed in 2010 32,643
Rental escalation processed in prior year 378,986
Reclassification of interest receivable on accounts receivable 13,447
Adjustment to debt impairment for fair value of debtors 98,318
Fair value adjustment on sundry debtors (4,160)
Fair value adjustment on basic refuse debtors (49,235)
Fair value adjustment on assessment rates debtors (44,923)
4,102,003
VAT Receivable
Balance per 2009 Annual report 2,382,266
Vat on rental escalations not processed in the prior year (46,543)
2,335,723
Other receivables
Balance per 2009 Annual report 2,505,234
Employee tax due on package (446,231)
Clearing of suspense account - debit orders (768)
Clearing of sundry debtors accounts (54,780)
2,003,455
Current portion of long term receivables
Balance per 2009 annual report 42,457
Adjustment for receipt not recognised in 2009 (2,299)
40,158
Non current unspent conditional grants and receipts
Balance per 2009 annual report 3,524,212
Correction of FMG revenue (15,811)
Correction of MIG revenue 366,683
MIG revenue accounted for in prior year (1,358,000)
2,517,084
Capital Replacement reserve
Balance per 2009 annual report 92,117
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28. Prior period errors (continued)
Transfer of reserve to accumulated surplus in term of Directive 4 (92,117)
Accumulated surplus / (Deficit)
Balance per 2009 Annual report 3,611,432
Transfer of reserve to accumulated surplus in term of Directive 4 92,117
Correction of accounts payable balances as at 30 June 2009 (752,066)
Adjustment for receipt not recognised in 2009 (2,299)
Depreciation adjustment for 2009 Additions 5,112,835
Clearing of sundry debtors accounts (54,778)
Clearing of suspense account - debit orders (768)
Adjustment to correct opening balance of housing development fund (149,382)
Adjustments through income statement (310,983)
7,546,108
Property. Plant and Equipment
Balance per 2009 Annual report -
Depreciation adjustment for 2009 Additions 5,112,835
5,112,835
Housing Development Fund
Balance per 2009 Annual report 1,798,693
Adjustment to correct opening balance of housing development fund 149,382
1,948,075
Statement of financial performance
Refer to reconciliations below: -
Property Rates
Amount reported per 2009 Annual report 4,173,044
Fair value adjustment of assessment rates debtors (84,784)
Correction of prior year balances taking into account revenue only billed in 2010 (493,589)
3,594,671
Service Charges
Amount reported per 2009 Annual report 329,622
Fair value adjustment of assessment rates debtors (27,218)
Correction of prior year balances taking into account revenue only billed in 2010 (13,479)
Revenue only billed in 2010 26,358
Rental escalations not processed in prior year 13,272
328,555
Other grant receipts
Amount reported per 2009 Annual report 6,098,541
Correction of FMG revenue 15,811
Correction of MIG revenue (366,683)
MIG Revenue accounted for in prior year 1,358,000
7,105,669
Rental of facilities and equipment
Amount reported per 2009 Annual report 150,260
Hall revenue only billed in 2010 5,772
Toilet revenue only billed in 2010 912
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28. Prior period errors (continued)
Correction of misallocation between hall deposit and rental 538
157,482
Other income
Amount reported per 2009 Annual report 1,565,858
Write off of payments received in advance due to lack of documentation 725,626
Correction of prior year balances taking into account revenue only billed in 2010 33,230
Rental escalations not processed in 2009 319,171
Adjustment to ADM water and sanitation expense to agree to confirmation 640,944
3,284,829
Employee related costs
Amount reported per 2009 Annual report 12,779,619
Employee tax on package 446,230
Employee costs not reported in prior year. 2,708,297
15,934,146
Cash flow statement
Cash flow from operating activities
Decrease in profit (3,019,270)
Changes in working capital (4,734,375)
(7,753,645)
Cash flow from investing activities
Purchase of property , plant and equipment (5,112,835)
29. Comparative figures
Certain comparative figures have been reclassified.
Interest accumulated has been reclassified to accounts receivables and this interest related to debtors.
The effects of the reclassification are as follows:
Statement of financial position
Trade and other receivables 13,447
Trade and other payables (13,447)

30. Risk management

Capital risk management

The municipality's objectives when managing capital are to safeguard the municipality's ability to continue as a going concern.
Available capital is largely dependant on grant receipts from national government. Minimised use of capital from external
borrowings ensures optimal capital structures and also reduces the cost of capital. The municipality manages capital risk
through the monitoring of proposed grants to be received from national government and through the synchronisation of capital

outlay with grant receipts.

The capital structure of the municipality consists of cash and cash equivalents and equity .

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally

imposed capital requirements from the previous year.

Financial risk management
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30. Risk management (continued)

The municipality’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The municipality’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the municipality’s financial performance. Risk management is carried out by the financial
department with the assistance of operating divisions.Risk management is carried out under policies approved by the
accounting officer.

Liquidity risk

The municipality’s risk relates to funds available that will cover future commitments. The municipality manages liquidity risk
through an ongoing review of future commitments and projected grant receipts. Cash flow forecasts are prepared and adequate
managed borrowing facilities are continually monitored.

Market Risk: Interest rate risk

The municipality’s interest bearing assets are included under cash and cash equivalents. The municipality’s income and
operating cash flows are substantially independent of changes in market interest rates due to the short term nature of interest
bearing assets.

At year end financial assets exposed to interest rate risk were as follows:

Balances with banks, deposits and all call and current accounts attract interest at rates that vary with South African prime rate.
The municipality's policy is to manage interest rate risk so that fluctuations in variable rates do not have a material impact on
the surplus / deficit.

Trade debtors in arrears linked to South African prime rate plus two percent.

Surplus funds are invested with banks for fixed terms on fixed interest rates not exceeding one year. For details refer Note 4.
At year end, financial liabilities exposed to interest rate risk were as follows:

Finance leases linked to South African prime rate.

Management manages interest rate risk by negotiating beneficial rates on floating rate loans

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on financial instruments exposure to interest rates at reporting date.
For floating rate instruments, the analysis is prepared assuming the amount of the instrument outstanding at the reporting date
was outstanding for the whole year.

The basis points increases or decreases, as detailed in the table below, were determined by management and represent
management’s assessment of the reasonably possible change in interest rates.

A positive number below indicates an increase in surplus. A negative number below indicates a decrease in surplus.

The sensitivity analysis shows reasonable expected change in the interest rate, either an increase or decrease in the interest
percentage. The equal but opposite % adjustment to the interest rate would result in an equal but opposite effect on surplus
and therefore has not been separately disclosed below. The disclosure only indicates the effect of the change in interest rate

on surplus.

There were no changes in the methods and assumptions used in preparing the sensitivity analysis for one year to the next.

The estimated rate increases

The estimated increase in base points 200 200
Effect on net Surplus 6,240 10,123
6,440 10,323
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30. Risk management (continued)

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
municipality. Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits
cash with major banks with high quality credit standing and limits exposure to any one counter-party. Trade receivables
comprise a widespread customer base. Credit exposure is controlled by the application of the municipality's credit control and
debt collection policies. Adequate provision has been made for anticipated doubtful debts.

The carrying amount of financial assets, represent the entity's maximum exposure to credit risk in relation to these assets.

The municipality's cash and cash equivalents and short-term deposits are placed with high credit quality financial institutions.

There has been no significant change during the financial year, or since the end of the financial year, to the municipality's
exposure to credit risk, the approach of measurement or the objectives, policies and processes for managing this risk.

The carrying amount of financial assets recorded in the financial statements, which is net of impairment losses, represents the
municipality’s maximum exposure to credit risk:

Financial Instrument

Bank balances 236,686 143,770
Short term deposits 4,207,638 2,086,908
Trade and other receivables 1,500,913 4,102,003
Other receivables - 2,003,455
Long term debtors - 68,093

5,945,237 8,404,229

Market Risk: Currency risk
The municipality is not exposed to currency risk as no transactions are negotiated in foreign currency.

The municipality reviews its foreign currency exposure, including commitments on an ongoing basis. The municipality expects
its foreign exchange contracts to hedge foreign exchange exposure.

Market risk-other price risk

The Municipality’s financial assets does not include equity investments that will expose it to price risks.

Post-tax surplus for the year would increase/decrease as a result of gains or losses on equity securities classified as at fair
value through surplus or deficit. Other components of equity would increase/decrease as a result of gains or losses on equity
securities classified a available-for-sale.

31. Going concern

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.

32. Events after the reporting date

The accounting officer is not aware of any events after the reporting date.

33. Unauthorised expenditure

Opening balance 3,224,106 3,224,106
Unauthorised expenditure for the year - -

3,224,106 3,224,106
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34. Irregular expenditure

Opening balance 826,816 -
Add: Irregular Expenditure - current year 2,801,795 826,816
3,628,611 826,816

Irregualr Expenditure - 2009

Irregular expenditure amounting to R130 883 relates to a contract that was renewed on expiry without the contract going
through the normal competitive bidding process. No disciplinary action has been taken to date.

Irregular expenditure amounting to R695 932.99 relates to tenders awarded where the 80/20 evaluation principle were not
applied.No disciplinary action has been taken to date.

Irregular Expenditure - 2010

Irregular expenditure of R248,000 relates to payments to Penny Lindstrohm made in contravention of the Supply Chain
management policy. No disciplinary action has been taken to date.

Irregular expenditure of R395,000 relates to the appointment of Sinakho Inc to prepare the financial year ended 30 June 2009
annual financial statements made in contravention of the Supply Chain management policy. No disciplinary action has been
taken to date.

Irregular expenditure of R2,158,794.86 relates to a diagreement by the Accounting Officer with the recommendation of the
Adjudication Committee, the National Treasury, Provincial Treasury and Auditor General have been notified of this decision
No disciplinary action has been taken to date.

35. Retirement benefit Information

Defined Contribution Plan

It is the policy of the municipality to provide retirement benefits to all its employees. The current defined contribution provident
fund is held with SAMWU, which are subject to the Pensions Fund Act, exist for this purpose.

The Municipality is under no obligation to cover any unfunded benefits.

The total contribution to such schemes amount to R 1,588,956
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AUDITOR’'S REPORT OF THE AUDITOR-GENERAL TO EASTERN CAPE PROVINCIAL
LEGISLATURE AND THE COUNCIL OF NGQUSHWA MUNICIPALITY

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1.

I have audited the accompanying financial statements of the Ngqushwa Municipality, which
comprise the statement of financial position as at 30 June 2010, and the statement of financial
performance, statement of changes in net assets and cash flow statement for the year then
ended, and a summary of significant accounting policies and other explanatory information, as
set out on pages ... to ....

Accounting officer’s responsibility for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with South African Standards of Generally Recognised
Accounting Practice (SA Standards of GRAP) and in the manner required by the Municipal
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and Division of
Revenue Act of South Africa, (DoRA). This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies: and making accounting estimates that are
reasonable in the circumstances.

Auditor-General’s responsibility

3.

As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996) and
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my
responsibility is to express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with International Standards on Auditing and General
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those
standards require that | comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

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



Bases for qualified opinion

Trade and other payables from exchange transactions

7. Included in trade and other payables is an amount for staff leave accrual, but due to
inadequate leave records and discrepancies in such records, | was unable to determine the
accuracy and valuation of the leave accrual amount of R441,217 (2008-09: R568,259) as
disclosed in note 15 to the financial statements. The municipality’s records also did not permit
the application of adequate alternative audit procedures.

Revenue

8. Included in fines, licences and permits as disclosed in the statement of financial performance

is an amount of R1,1 million which relates to traffic income. | was unable to verify the
completeness of such revenue as there were missing receipt numbers that could not be
explained.

Restatement of corresponding figures

9.

10.

As disclosed in note 30 to the financial statements, the corresponding figures for 30 June 2009
have been restated as a result of errors identified from the prior year audit.

No supporting documentation was available for a journal entry of a credit of R725,626,
affecting revenue and a debit of R2,7 million affecting salaries. Furthermore, the municipality
could not provide sufficient appropriate audit evidence to support journal entries of R640,944
restating trade and other payables, R591,221 restating VAT receivables and R149 382
restating Housing Development Fund. | was therefore unable to establish if the correcting
entry had been captured in the correct accounting period and if it was accurately disclosed.
There were no satisfactory alternative audit procedures that | could perform to obtain
reasonable assurance that all restatement of corresponding figures was properly recorded.

Opinion

11.

In my opinion, except for the effects of the matters described in the Basis for qualified opinion
paragraphs, the financial statements present fairly, in all material respects, the financial
position of the Ngqushwa Municipality as at 30 June 2010 and its financial performance and its
cash flows for the year then ended, in accordance with the South African Standards of
Generally Recognised Accounting Practice and in the manner required by the Municipal
Finance Management Act of South Africa

Emphasis of matter

12,

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

Fruitless and wasteful expenditure

13.

14.

Fruitless and wasteful expenditure to the amount of R19,912 was incurred, for interest and
penalties related to late payments made to the South African Revenue Services, as disclosed
in note 35 to the financial statements.

The municipality also incurred fruitless and wasteful expenditure of R417,134, as disclosed in
note 35 with respect to the removal of Councillors and the non-compliance with paragraph
1.1(c) and (d) of the municipality's Code of Conduct, which resulted in a defamation claim
being brought against the Municipality in which a settlement agreement was reached.



Irregular expenditure

15. As disclosed in note 36 to the financial statements, irregular expenditure to the amount of

R3,5 million was incurred, as proper supply chain management processes had not been
followed.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

16. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government
Gazelte 32758 of 27 November 2009, | include below my findings on the report on
predetermined objectives, compliance with the following key laws and regulations; Municipal
Finance Management Act, No 56 of 2003 (MFMA), Municipal Regulations, Division of
Revenue Act, No 12 of 2009 (DoRA), Municipal Systems Act, No 32 of 2000 (MSA), and
financial management (internal control).

Predetermined objectives

Material findings on the report on predetermined objectives, as set out on pages ... to ..., are
reported below:

Non-compliance with regulatory and reporting requirements

Included below are findings related to material non-compliance with the regulatory and reporting
requirements.

Municipal Finance Management Act of South Africa, No 56 of 2003 (MFMA)

Annual report not submitted to the relevant authorities

17. Contrary to the requirements of section 127(5)(b) of the MFMA, the municipality did not submit
the annual report to the relevant provincial treasury and the provincial department responsible
for local government in the province, immediately after it was tabled in the council.

Annual report not submitted within legislated timeframe

18. As required by section 132 of the MFMA, the municipality did not submit the annual report and
oversight reports to the provincial legislature within seven days after the municipal council had
adopted the relevant oversight report.

Municipal Planning and Performance Management Regulations, 2001

Performance audit committee not appointed

19. The municipality did not appoint and budget for a performance audit committee, nor was

another audit committee utilised as the performance audit committee, as required by
regulation 14(2) of the Municipal Planning and Performance Management Regulations, 2001.

Municipal Systems Act of South Africa, No 32 of 2000 (MSA)
Performance measurements not audited by internal audit

20. The municipality did not develop and implement mechanisms, systems and processes for
auditing the results of performance measurement as part of its internal audit processes, as
required in terms of section 45 of the MSA.



Performance management framework not adopted

21.The municipality did not adopt a framework that describes and represents how the
municipality's cycle and processes of performance planning, monitoring, measurement,
review, reporting and improvement will be conducted, organised and managed, including
determining the roles of the different role players, as required in terms of section 36, 38 and
41(2) of the MSA, and regulations 7 and 8 of the Municipal Planning and Performance
Management Regulations, 2001.

Integrated Development Plan did not include financial plan

22.The integrated development plan of the municipality did not include a financial plan, as
required by section 26(h) of the MSA.

Comparisons between current year targets and previous years not included in reported pre-
determined objectives

23. The reported predetermined objectives to be included in the annual report does not include
comparisons between performance in the current year with targets set for the current and
previous financial years, as required by section 46 of the MSA.

Usefulness of information
24.The following criteria were used to assess the usefulness of the planned and reported
performance:
= Consistency: Has the municipality reported on its performance with regard to its
objectives, indicators and targets in its approved integrated development plan, i.e. are the
objectives, indicators and targets consistent between planning and reporting documents?
* Relevance: Is there a clear and logical link between the objectives, outcomes, outputs,
indicators and performance targets?
* Measurability: Are objectives made measurable by means of indicators and targets? Are

indicators well defined and verifiable, and are targets specific, measurable, and time
bound?

Included below are findings related to the usefulness of information.

25. Fifty-five percent (55%) of the planned and reported targets were not;
* Specific in clearly identifying the nature and the required level of performance;
* Measurable in identifying the required performance:
e Time bound in specifying the time period or deadline for delivery.

26. Twenty-four percent (24%) of the planned and reported indicators were not clear, with an
unambiguous definition to allow for data to be collected consistently.

27. Thirty percent (30%) of the planned and reported indicators were not verifiable, as it was not
possible to validate the processes and systems that produce the indicator.

28. Inspection of the municipality's annual performance report revealed the format/content of the
report was not clearly presented.

Reliability of information

29. The following criteria were used to assess the reliability of the planned and reported
performance:;

e Validity: Has the actual reported performance occurred and does it pertain to the entity i.e.
can the reported performance information be traced back to the source data or
documentation?

e Accuracy: Amounts, numbers and other data relating to reported actual performance has
been recorded and reported appropriately.

« Completeness: All actual results and events that should have been recorded have been
included in the reported performance information.



Included below are findings related to the reliability of information.

30. The validity accuracy and completeness of 28,8% of the reported targets could not be
established as sufficient appropriate audit evidence could not be provided for audit purposes.

31. Inspection of the municipality’s quarterly reports revealed the format/content of the quarterly
reports was not consistent with the performance objectives as per the integrated development
plan and these reports were not clearly presented.

32. The municipality has not reported on its performance against predetermined objectives,
indicators and targets which is consistent with the approved integrated development plan.

33. The municipality reported on objectives, indicators and targets in addition to those as per the
approved integrated development plan. Furthermore, these additional objectives, indicators
and targets were not approved subsequent to the strategic planning process and were not
explained in the annual performance report.

Compliance with laws and regulations
Included below are findings related to material non-compliance with the acts as indicated.
Municipal Finance Management Act of South Africa, No 56 of 2003 (MFMA)

Material misstatements corrected in the financial statements

34. In order for the financial statements to meet the requirements of section 122(1) of the MFMA,
material misstatements identified during the audit were corrected by management.

Annual budget not tabled and approved within legislated timeframes

35. As required by section 16 of the MFMA, the mayor of the municipality did not table the annual
budget at a council meeting at least 90 days before the start of the budget year. Contrary to
section 24, the municipal council did not approve the annual budget at least 30 days before
the start of the budget year.

National Treasury not informed immediately of payments due by other organs of state

36. Non-compliance with the requirements of section 64 of the MFMA was identified. in that the
accounting officer did not immediately inform the National Treasury of any payments due by
an organ of state to the municipality in respect of municipal tax or for municipal services,
where such payments are regularly in arrears for periods of more than 30 days.

Expenditure was not paid within the parameters set by the applicable legislation

37. Contrary to the requirements of section 65(2)(e) of the MFMA, the municipality’s expenditure
was not paid within the required 30 days from the receipt of an invoice, or such a period as
prescribed for certain categories of expenditure.

Non-timeous tabling and adoption of the oversight report

38. The requirements of section 129 of the MFMA were not met, in that the oversight report to the
2008-09 annual report, as prepared by the oversight committee, was not submitted to council
timeously (by 31 March 2010). As a result of the non-timeous tabling and adoption of the
oversight report, the accounting officer was also unable to make public such oversight report in
April 2010, as required.

Annual report not publicised adequately

39. As required by section 127(5) of the MFMA, the municipality did not adequately publicise the
2008-09 annual report.



Internal audit unit not fully functional during the year

40. Contrary to the requirements of section 62(1)(c) and 165 of the MFMA, the municipality did not
have a fully functional internal audit unit during the year and did not perform an annual risk
assessment.

Audit committee non-existent for the financial year

41. The municipality did not have an audit committee for the financial year and therefore did not
comply with section 166 of the MFMA.

Value-Added Tax Act, No 89 of 1991
Vat erroneously claimed on accrual basis instead of payment basis

42. The municipality did not comply with section 16(1) of the Value Added Tax Act No 89 of 1991,
in that the municipality erroneously claimed input tax on an accrual basis instead of a payment
basis.

INTERNAL CONTROL

43. | considered internal control relevant to my audit of the financial statements and the report on
predetermined objectives as well as compliance with the Municipal Finance Management Act,
No 56 of 2003 (MFMA), Municipal Regulations, Division of Revenue Act, No 12 of 2009
(DoRA), Municipal Systems Act, No 32 of 2000 (MSA), but not for the purpose of expressing
an opinion on the effectiveness of internal control.

44. The matters reported below are limited to the significant deficiencies regarding the basis for
qualified opinion paragraph, the findings on the report on predetermined objectives and the
findings on compliance with laws and regulations.

¢ Leadership

Oversight responsibility over the preparation of financial statements, reporting on
predetermined objectives, compliance with the laws and regulations and internal control was
not adequately exercised by the accounting officer.

» Financial and performance management

The municipality has not selected and developed internal controls to prevent, detect and
correct material misstatements in financial reporting and reporting on predetermined
objectives, signifying weaknesses in accountability and reporting practices. As a result,
significant misstatements in the financial statements were not identified by management,
which negatively affected the quality and reliability of the report on pre-determined objectives
and the financial statements initially submitted for audit. As a result, material adjustments had
to be made to the financial statements submitted for audit,



« Governance

Risk identification and management processes are not designed to identify changes in
processes or risks and verify that the design of underlying controls remain effective.

There was no audit committee during the financial year. Accordingly, the audit committee did
not meet prior to the submission of the financial statements and the report on pre-determined
objectives for auditing on 31 August 2010, to review the adequacy, reliability and accuracy of
thereof.

Internal audit has not been effective during the financial year due to a lack of direction and
instability within the internal audit unit.

There was no risk assessments conducted during the financial year. Furthermore, the fraud
prevention plan was rolled out to councillors and municipal employees in March 2010. As a
result the fraud prevention plan was not effective for the majority of the year.

‘\‘U‘T\*J‘: @S

East London

30 November 2010

AUDITOR G EMNMERAL
SOUTH AFRICA

Audliting lo build public confidence
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1 Background

As required in terms of the municipality’s Performance Management Policy the
Ngqushwa Municipality embarked on its Year End Performance Review for the 2009/10
financial year.

For the second year in succession, the Ngqushwa Municipality has embarked on this
process internally without being assisted by consultants. This report presents the
outcomes of the process.

2 The Process

The process was designed to have three main activities. These were the:
- Pre-workshop activities
- Performance review workshop

- Post workshop activities

2.1 Pre-workshop activities

The municipality prepared reporting templates for Departments based on the 2009/10
annual plans of the municipality. The Departments were requested to complete these
templates in preparation for a performance review working session in which they would
report on their performance.

The departmental performance reports had to be ready for presentation at the
workshop. Each Department would have to address and respond to questions of clarity
on the actual targets achieved for the year, the reasons for performance or non-
performance and the score allocated to the level of performance.

It should be noted that all Departments completed their reports on time, although there
is a room for improvements as departments meet on the last days before the working
session. It also enabled an easy flow to the workshop with sufficient time for an in-
depth engagement with each Department’s report.

2.2 Performance review workshop

A final performance review workshop was held on the 21% July 2010 to 23" July 2010.
The objectives of the workshop were:

e To assess the ability of Departments to self-assess their performance; and

e To assess the municipality’s performance in the Departments for the duration of the
2009/10 financial year ending in June 2010.

The workshop was attended by the Mayor, members of the Executive who are also
portfolio heads, Amatole District municipality support unit and the management of
Ngqushwa local municipality.



For the first time in the review, the internal auditor was also present in the workshop, to
monitor and audit the performance report, so as to report to the Audit Committee on the
annual performance.

2.3 Post workshop and output

The Municipal Manager/ IDP Manager was tasked with the responsibility of analysing the
reports presented at the workshop and to produce a Year End Performance Review
Report (this report). The Report provides an overview of the Departments’ performance
during the 2009/10 financial year in terms of meeting and achieving the IDP objectives
and departmental activities of the Departments for the year. And the departmental
heads to submit evidence on their departmental activities for auditing purposes.

3 Overview of performance

3.1 Level of performance in terms of planned activities during
the period under review

3.1.1 Performance scoring

This performance review categorised levels of performance per indicator into five
categories as per the municipality’s performance management policy. These are
reflected in the following table:

Score Level of -
Description
performance

5 Outstanding Individual has performed exceptionally on these indicators and has very
performance significantly surpassed expectations.

4 Individual has performed well and has gone slightly above expectations.

3 Fully effective Individual has met the expectations associated with these indicators.

2 Peﬁormance not Performance is below the standard required for the job in key areas.
fully effective

1 Unacceptable Individual has performed poorly on these indicators — significantly below the
performance standard required

In addition, a system of colour coding was utilised to highlight the level of performance.
The scores and related colour coding and the levels of performance are indicated below:

Score | Level of performance Colour code

2 Performance not fully effective — more than 50% but less than 100% of target Yellow
3 Fully effective - Achieved or met target (100% of targets Green




3.1.2 Overall performance of the municipality in terms of the 5 KPAs of

the strategic scorecard 2009/2010

Key Performance Area Percentage
Achieved
1. Local Economic Development 46%
2. Infrastructure and Service Delivery 46%
3. Financial Viability 69%
4. Institutional and Municipal transformation | 35%
5. Good Governance 50%

3.1.3 Overall performance of the municipality in terms of the 5 KPAs of

the strategic scorecard 200872009

Figure 1 Overall municipal performance in terms of the 5 KPAs
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3.1.4 Overall performance as per department 200972010

Department Percentage
Achieved
1. Budget and Treasury 70%
2. Corporate Service 33%0
3. Infrastructure Department 57%
4. Community Service Department 64%
5. Municipal Manager 56%

The Municipal Manager’s (MM’s) score was calculated as the average of score of the four
Departments. The Municipal Manager’'s Department scored 56%.

3.1.5 Figure 2 Overall scores achieved by Departments 2008/2009
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4 Conclusions

The municipality is intending to cascade the performance management system to the
lower levels within the municipality.

As a part of the conclusion of the workshop, participants were asked to consider
whether they think the performance of Ngqushwa Municipality has improved and if there
has been a change in the siloed way in which Departments worked. The discussion
reflected on and spoke to ways in which the municipality can enhance its functionality.
Some of the responses in the discussion are summarized below:

e The municipality needs to focus and reconsider the way in which inter-departmental
project team meetings are convened as well as who should participate in the
meetings. These meetings are an opportunity to integrate activities across
Departments as well as to learn about the projects and initiatives that are
undertaken (or being planned). The meetings are an opportunity for developing a
culture of working collaboratively, which, from the experiences of the municipality’s
scoring, is evidence of the need for a combined, inter-departmental effort. It was
noted that it is imperative for the leadership of the municipality to take responsibility
in championing this.

e Human resource capacity is an issue in the municipality and support is needed in a
number of areas. These capacity needs must be thoroughly assessed such that they
are adequately and appropriately responded to.

e Monitoring activities and the progress made is important, however, capacity
constraints lends to this either being neglected or being scantily done. In addition,
Departments need to do proper filling of documents in line with our KPA's.

An important extrapolation from the workshop and the Department’s interrogation of
each others performance was that there is a lack of collectively in the municipality, and
Departments and senior managers do not share a common understanding. The monthly
departmental evaluations and meetings are crucial to aiding this and corrective
measures can be instituted through these meetings.

In summary, the Year End Performance Review highlighted the gaps and challenges
within the municipality as an organization as well as within the individual Departments.



Annexure A

ANNUAL PERFORMANCE REPORT FOR INFRASTRUCTURE DEPARTMENT FOR 2009/2010

KPA 1: SPATIAL DEVELOPMENT

IDP Objective IDP Strategy Departmental Indicator Targets Actual for Reasons | Correctiv
Activity period for e Action
performa
nce
31 Sept 31-Dec 31-Mar 30-Jun
Identify available 1. Conduct a land audit | Source funding Business plan c i Not Done Review Carry the
land for rural within Ngqushwa developed ompile the objective
. and submit | Follow up | Follow Follow objective | to the next
housing business on up on up on todoland | financial
development. plan approval | approval | approval survey. year.
2. Integrate the Done
processes of rapid land
release with the spatial | Collect and
development consolidate data Report on S;gg{;ted done by
framework. on identified land | '9entified land housing
needs and section
needs Submitted Follow up | Follow Follow
to Dept of on up on up on
Land Affairs | approval approval | approval
1. Unblock all housing | Coordination of Not Done Correct
projects and complete. unblock projects the
Improved departme
management of gtt:?ilvity
housing projects. and set
Number of Follow new
houses built Follow up follow up up 709 targets




2. Provide necessary
project management
training to municipal

officials and councilors.

None

Identificatio Moved to
Needs n of training corporate
identified needs services
Plan and organize a Organize summit not done take it to
Improveq ) rural housing in conjunction . this can next
communication development summit. with Dept of Planning be done | financial
between housing Housing Planning and only in year and
development Number of and coordinati | Summit conjuction | allocate
stakeholders. summits held | coordinating | ng held with DoH | funds
1. Approach DLA to follow up on land done Change
assist in speedy land claims the
claims. departmen
tal activity.
Carry it to
the next
% of claims financial
approved follow up follow up follow up | follow up year
Coordination of Number of
new and planned | houses
projects constructed
Implement the housing | Provide housing ) Not done
sector plan. for 2150 rural Construction
households by of Mpekweni
2012 in: (500), Gcinisa "
South (500), Facilitate
Hamburg \é\"th the
epartmen
Improved (500), Qaga t for
sustainable (500), Peddie 500 building of
human Middle Follow houses housing the
settlements. Income (150) | Follow up Followup | up built section houses
not done Plans for Look for
ili area to be | alternative
Facilitate Co ordinate Developer Constructi | SONstruc develope | land and
construction of Development of . Developer tion Complet
multifaceted multifaceted project construction of awarded awarded on underwa | e dlapsed, | force the
the project contract underway challenge | developer
development y sintheir | to report
marketing | quarterly,




strategy, next
costing of | financial
infrastruct | year.
ureis
very high.
Roads and storm
water
1. Conduct a needs Construction of Done
analysis in order to New roads,
ascertain the areas
requiring construction of
new roads, upgrading construction
of intersections, of roads, Good
upgrading of streets, Shushu-Tildin planning
areas requiring Luxolweni, by roads
sidewalks, provision of Nobumba, section
new streets, streets Nyathyora and_
requiring maintenance, anS'Sta”C
maintenance of Monitor Monitor eDBrgf
sidewalks and future Award & Implement | Impleme | Completi Deployee
road planning. Implement | ation ntation on s
Conduct Survey Done Good
for roads planning
intersections, by roads
streets & Segt'on
sidewalk Number of ngistanc
identified Develop e from
intersections, | and submit DBSA
sidewalks & business Follow Follow Deployee
Streets plan Followup | up up s




Maintenance of Done Good
streets & planning
sidewalks by roads
section
and
Number of Zsffésntqanc
streets& DBSA
sidewalks Baseline Implement | Impleme | Impleme Deployee
maintained Established | ation ntation ntation s
registration of Done
new project with
MIG
_ Assistanc
Number of Appointmen | Procumbe e from
approved t of service nt Approve | Impleme DBSA
projects provider processes | d project | ntation deployee
Electricity
. Develop developed Baseline Implement | Impleme | Impleme | Done
1.~ Tomaintain Maintenance programme established | ation ntation ntation
electricity infrastructure programme
and prevent regular By
power failures through identifying
the preparation of a areas and
maintenance assistanc
programme. e from
Eskom
Identify problem Baseline Implement | Impleme | Impleme | Done Eskom is
areas established | ation ntation ntation upgrading
Data of areas ﬁ,?;vse;nd
with regular sub
power failures station
Data collection of Baseline Implement | Impleme | Impleme | Done Assistanc
o new extensions established | ation ntation ntation e from
Identification of power Eskom &
needs electrificat
Data ion is
collected underway




Database updated Update Maintain Update Maintain | not done thereisa | Appointme
every six months register updated indigent | updated need of ntofa
register register | register dedicated | data
All people have personto | capturer,
access to free capture to be
basic electricity the data taken to
To updated from the next
indigent Updated communiti | financial
database database es year.
Water
1. Improve water | Facilitate with Done Assistanc
quality through constant | ADM on issues e from
monitoring and testing. | of water quality i . Amatola
Meetings held | Baseline Follow Follow Water
with ADM established | Followup | up up Board
Sewerage
1. Improve sewerage | Facilitate with Done ADM is
infrastructure ADM on issues CUffenC:!y
upgraain
_off Sewerage | |moroved thpeg 9
Infrastructure sewerage Baseline Follow Follow sewerage
infrastructure | established | Followup | up up plant
KPA 2: BASIC SERVICES
IDP Objective IDP Strategy Departmental Targets Actual for Reasons for Corrective Action
Activity 31 Sept 31-Dec 31-Mar 30-Jun period performance
o Facilitate the provision | Identification of Baseline Implementat | Impleme | Impleme | under this is done to ensure that
Provision of safe | of public transport roads with poor | established ion of roads | ntation of | ntation process, itis | together with breakdown of
and reliable and | petween villages and conditions to the maintenanc | roads of roads | @continues | our road roads machinery is
affordable clinics through the clinics. e maintena | mainten | Process maintenance minimized at all
transport to transport forum. nce ance programme cost
clinics.
. . the department Change the
2. _E_ngaged|r|1 Vocatlot?al Ensur_e thlat does not have departmental
training and learnership | vocationa the capacity to activity, Al the
career pathing in training and train training Activities
projects undertaken in leanership are be referred to
Nggushwa. done in our 6 10 14 18 Not done Corporate Services




projects

Done
1. Schools to focus on Submit
maintenance of the Facilitates with number of
buildings, ablution ADM and Dept of schools
facilities, ensuring the Education with without
provision of clean the provision of water and Assistance from
Well maintained drinking water and water and Baseline sanitation to | Follow - Follow- Department of Establishment of
schools. acceptable sanitation. sanitation established DoE up up Education Principal's Forum
Facilitate with the Baseline Submit Follow - | Follow- Done Assistance from | More engagement
Department of established number of up up Depart of with school
Education and the schools Education management
Reliable, safe school governing body Identify schools without
and affordable to provide more busses, | without transport transport to
transport to mini busses and and submit to DoE
schools. bicycles. DoE
5. Liaise with the Identify areas of Done, with the
electricity department high crime business plan | assistance of
and identify areas of incidents is in place Technical
high crime incidences Department
for the erection of
additional street lighting Baseline Solicit Solicit Solicit
for increased visibility. established Funding Funding | Funding
Improved Develop and implement
sustainable the housing sector plan.
human
settlements.
User friendly Upgrading of None Undertake
community halls. | community halls. scoping and Upgradin | Upgradin
procure g g
service of Upgrading underwa | underwa
suppliers underway y y




Upgrade and build user | Identify user- done
friendly public toilet friendly public
o facilities for the toilets for . . o o Budgeted for in
Improve facilities | gisapled. disabled. Establish Solicit Solicit Solicit the current
for the disabled. base line Funding Funding | Funding financial year

KPA 3: LOCAL ECONOMIC DEVELOPMENT

IDP Objective IDP Strategy Departmental Activity Targets Actual for period Reasons for Corrective Action
31Sept | 3l1Dec | 31-Mar 30-Jun performance
Ensure that
Ngqushwa 1. Facilitate with
receives maximum | the Department of
benefit from Agriculture for the | Develop in partnership
economic o reyita[ization of with SCM with the To change the
resources within its | irrigation empowerment Score assistance with departmental
jurisdiction. schemes. cards 20% 25% 30% 35% | Not Done SCM Activity
Create self 1. Involvement of | Identify people who Done the department Activity referred to
sufficient DoL and business | are going to be trained does not have LED, And suppose
communities. people in skills in our projects Baseline the capacity to tg gg/e support t
development in establish | Impleme train the department
our communities. ed ntation
KPA 5: FINANCIAL MANAGEMENT AND VIABILITY
IDP Objective IDP Strategy Departmental Activity Targets Actual for Reasons for Corrective Action
31 Sept 31-Dec | 31-Mar 30-Jun period performance
Adhered to MFMA | Compliance Done with the
prescriptions with MFMA assistance from
Developed finance
i i department
System check list check list monitor p
monito
r monitor




To have personal Monitor trend Done Assistant from
expenditure within | in personal Manage personnel _ Monitor | Monito BTO
45% o_f the expenditure expenditure relative to Monitor expendi |
operating municipal principles expenditure ]
expenditure ture expen | Monitor
diture | expenditure
To have general Monitor trend Done Assistant from
expenditure within | in general ; . BTO
20% of the expenditure General expenditure vs. Monitor (I;/Ixor:alaodri Monito
operating Municipal principles expenditure P r .
expenditure ture expen | Monitor
diture | expenditure
To have repairs To monitor Done Assistant from
and maintenance trends in BTO
expenditure at repairs and Repairs and maintenance | Monitor Monitor .
about 15% of the maintenance pM icinal princiol dit expendi Monito
operating expenditure vs. Municipal principles expenditure ture r
expenditure expen | Monitor
diture | expenditure
R 55,000 To develop and 49,111
implement awareness 2750,
campaign 13750, 00 00 4125,
00 55,000
R2, 297 887,00 M | R1,72 | R2,297 1,745,173
haageermoert  mies | 1S |3 | 88h00
adjustments ! 924, 66 ‘2115'2
R1,502240,00 R1,502240,00 1,546,066 Strictly monitoring
Control purchasing and R375560, R75112 | R1,12 of the budget.
follow SCM processes 00 0, 00 6 680,
00
1,1091350, 00 511,147 Still to verify
Ensure that assets are R272 R54 R818
well maintained 837,50 5675,00 | 12,5 | R1,109
0 1350, 00




ANNUAL PERFOMANCE REPORT FOR BUDGET AND TREASURY DEPARTMENT FOR 2009/2010

KPA : FINANCIAL MANAGEMENT AND VIABILITY

IDP Objective IDP Strategy Departmental Indicator Targets Actual for | Reasons for Corrective
Activity 31 31- | 31-Mar | 30- period performanc Action
Communication Sept | Dec Jun e
Provide accurate invoices | Develop Register tender process
and ensure that all | register for developed gOlee”d ¥VI|||| be ]
i i ; . evelope ollowed to
consumers  receive their | queries, and Decline 25% | 2.5% 25% | 2.50 and the appoint the
invoices. update  data inquiries on . X
base q i register of service
the register queries provider
IDP Objective IDP Strategy Departmental Indicator Targets Actual for | Reasons for Corrective
Activity 31-Dec | 31-Mar | 30- period performanc Action
Jun €
To ensure compliance | Develop and implement a Submit Done, Tariff by-
with municipal by laws. | by law enforcement appropriate _Sugml;tted laws werg
roaramme. bv-laws to in February | presented to
prog C)gr Sev Number of 2010 council.
P by laws
IDP Objective IDP Strategy Departmental Indicator Targets Actu | Reasons for | Corrective
Activity al for | performanc Action
perio e
d
31 Sept | 31-Dec | 31-Mar | 30-Jun




Ensure that all
correspondence
marked out to the
Financial

Develo

Department Develop a Developed ped Imple
receives attention correspondence correspondence registe ment
within seven (3) register register ; ation
Communication working days after Imple | Imple
receipt from the mentat | ment
registration office ion ation | Done
Conduct
departmental Conduct )
meetings, at least meetings Minutes 3 3 Secretary &
once a month. monthly (12) CFO file of
3 3 | Done | minutes
All council resolutions Ensure that all Done | The To ensure
relating to Finance council resolutions Se%f ettart);] COf!tinue;S
i up-date the review o
adhered to ,ifrf;%';e; o ision | Develop Al Al Al Al rogister of | register
are depart.mental Numbgr of resoluti resolut resolutio resolut each_councn monthly.
executed/received counC|I_ _resolutlons ons ions ns ions meeting.
attention within 3 resplutlons implemented attend | attend | attende | attend
working days after register ed ed d ed
such decision is
forwarded to MM
Reduce debtors To reduce the L Done | we have
debt of debtors Reviewing of identified
Customer Data | % increase in 2 504 2 504 2 504 2 506 debtors that
and accurate collection ) ) ) ) must be
billing written off
Positive cash flow To ensure Done | NT has Continue
sufficient cash Analysis of issued a submitting
flow cash inflow Monthly cash 3 3 new section 71
against cash flow analysis template to | reports to
outflow monitor NT
3 3 cash flow.




Financial recovery plan Improvement in Not The project
financial position, : Done. will start as
Perflorr_n ratio Solvency Ratio 3 3 from 10 June
analysis 2010
3 3
Long-term finance Works Not It part of
strategy in place Done project
gyinp Liaise with hop . Annual
Provincial Draft | Counci | Appr Financial
Developed
Treasury for Strate strate | llors oved Statement
assistance and ay gy and by
ADM official | Coun
S cil
Annual reports Draft of annual AFS Done
report ( January and
2010) and Consolidate | AFS and Annual All
financial : : Report resol
information Annual
statements by 31 comple ti
from all BTO | Reported ution
August 2009 - . ted
sections compiled and S
submitt atten
ed ded
Review of organogram Ensure that the Done | Waiting for We need to
organizational Council review the
) i approval organogram
deparment | Review organizational | IMPlem | Imple during
relgtes to the Organizational str%cture with entatio | ment 2010711
budget and Structure Budget and IDP | " ation | Imple | Imple budget.
functions identified _mentat m?m
in the IDP 1on ation
Adhered to MFMA Compliance with Compli | Compli Compli | Done | Compliance
prescriptions MFMA Implementation ance ance | Complia | ance S”z”_" with MFMA
of MFMA, Monthiv Report | With | with | ncewith | with | {8
Compile and y Rep NT NT NT NT oY
submit reports checkli | checkli | checklist | checKli | {oas
st st st

ury




Increase municipal Revenue ) Not done It part of
resources enhancement Review of Hhiaien project
strategy Revenue Developed Draft |[OP | Approv Annual
Enhancement | Strategy copy | Councill | edby Financial
strategy report orsand | Counci Statement
officials | |
Ensure a 3 month Done, | Logistical
_ waitin | arrangement
cash back-up Secure Quotes Qgpt))rov Imple o e p?er e
for Investment | Monthly reports Cour%ci ment | Imple Imple | counc | Bank
plan | ation | mentat | ment gppro
ion ation | val
Monthly closing procedure | Monthly closing Done | Training was | Section 71
done on time within (10) Perform conducted Reports are
working days after | calendar month | Monthly reports 3 3 $¥e';;%ry on gﬁlr)]reniie don
month end end new format time
3 3
Control account balanced Balance income Reconciliation
control accounts of Debtor's A vsi 3 Age delays on IT
within (10)working | control account dge analysis | analy project
days after month | with Ledger one timeously 3 Z'Sne
end accounts 3 3
Payments 100%invoices Done We need to
paid on time- Create Creditors improve the
within 30 days of | Creditor's L 3 3 report.
L ; reconciliation
invoice or Register
statement 3 3
All salaries and Compilation of Done | Payroll clerk | None
third party salary is fully
payments paid on | schedules and | Monthly salary 3 3 trained on
time third party schedules system -
payments on payday.
time. 3 3
Effective utilization of Investment Monthly update Done | Continue None
discounts income according | of financial Monthly reports 3 3 doing good
to best quotations | records 3 3 work




Not Challenges Additional
Develop Done | of funding, funding has
Queries register | % of correct as the been
and perform accounts 10% | 10% 15% | 15% project cost | allocated in
database delivered more than R | 2010/11
cleansing 250,000 budget.
Expenditure control Expenditure and Appoi Done
salaries control nt
accounts . .
balanced within Appplnt a VAT I TOR SEmvIc
(10) working days service provider | reconciliation e Imple Imple
after month end provi | mentat | ment
der ion ation
Vat review Delivery of 95% Revie Ensure that
correct accounts Copies w we are
Number of bone | gistribu aroet ?rllztrllzti)#at\lrr:gial
Make copies copies ted Statements
Publication of available distributed to
financial communities
statements to all
stakeholders and
community
AFS .
Fully implement Done
f?:;ﬁ;;)ln all Appoint a GRAP Compl
service provider | Compliant eted

transactions and
records




Compiling an
accounting file as

prescribed by the Done
Auditor-General
supplying all
document and
relevant Compilation of Compl
information an accounting | Accounting file etedp
file
Attending to
Management
letter supplying all
document and
relevant
information
Draw up Approv Implementatio
2010/2011 budget ed by n of process
within time frame - APPIOV | |mple council plan
Budaet Budget/IDP Draw up a IDP/Budget ed by mepnt
9 Process Plan by | process plan document Counci _
31 August 2009 | ation | Imple | Imple
ment | mentat
ation ion
Draw up Approv Done
2010/2011 draft d
budget /IDP by 31 | e
March 2010 to Final IDP/Budget Budget
Council Budget/IDP document /IDP
Investment and banking 2010/2
control 011
b Submi
Compliance ﬁ_cl)_n;r_??tosthgr ssion
with MFMA ' of

stakeholders

budget




Draw up Approv
2010/2011 final ed
budget /IDP .
g€ Compliance IDP/Budget Budget
submitted to ith MEMA d
Council by 31 May wit ocument /IDP
2010 2010/2
011
Submission of Compliance
budget to NT,PT & | with MEMA
other stakeholders Done Continue
Perform Bank Reconciliations 3 performing
Reconciliation performed 3 3 monthly bank
recons
Backups kept in | Back-ups Done
strong room maintained Done Done Done | Done
Finance systems Bank Done We need to
reconciliations submit theMM
reports to
with MFMA onthly rep the mayor.
distributed Improvement
of time of
3 3 submission
Coordinate with IT Done To ensure that
the update and _ Number of reFéO"_S a(;e
safeguarding of all | Compliance monthly reports 3 submitted to
financial records | With MFMA distributed m";/'r;g‘r’e he
back-ups 3 3 mayor
Budget control Monthly Done
distribution of b
Financial Report Identify over . Y-
(expenditure and expenditure QSéusetT ent annu
revenue report ) to | votes 9 ally

Departmental
Heads and Mayor




Maintenance of Monthly Not Services
correspondence file for distribution of Done provider has
grants and subsidies Financial Report been
(expenditure and appointed
revenue report) to
Departmental
Heads and. Mayor. Com
Implementing o
virement on over | Maintain GRAP | GRAP asset plete | Upda
expenditure votes | aSSetregister | register d te Update
Implementing GAM | GAMA
viremeqt on over AP P
expenditure votes Asset | Asset
and draft . .
Adjustment Regis | Regist
Budget with Mid- ter er
Year Report
Assets Appr Done & | Waiting for
Key milestones the council
Develop Asset | oved policy | approval
Management towards Draft in by Imple | Imole was
Implement and policy effective asset | place Coun Y p present
o management ment | mentat | ;4
maintain complete il . . .
asset register c ation | ion council.
accordingg to Done We need This has to be
to improve | done monthly.
GRAP Inform Corp. Updated Implem | Imple P Y
Services of new pe pie
assets to be register for entatio | ment | Imple | Imple
insured insured assets | n ation | ment | mentat
ation | ion
to develop and Done. The Improvement
implement asset department | is needed on
management s do not performance
i bmit t
policy Reports 3 3 serioe reports
provider
performanc
3 3 e reports




Insurance of
municipal assets

Reports to
national
treasury

Done.

Reporting and contract
performance

Compile and
submit to the
Municipal
Manager a Report
on the
implementation of
the supply chain
management
policy to be
reported to the
Council in
accordance with
the regulations

Submission of
appointed
service
provider and
performance
reports to MM

Monthly reports

Done

Done

Compile monthly
report as required
by NT in electronic
format

Monthly reports

Done

To track the
performance of
contracts

Create a
standard
template for all
departments

Monthly reports

Templa
te has
been
redesig
ned

Implement
ation will
be done
2010/2011

SCM services

To improve the
average time of
tender cycle
completion to
within 60 days of
notice been given.
In line with the
MFMA and Supply
Chain Regulations

Improve
turnaround time

Monthly reports

Done




Review Supply Policy
chain processes _ reviewed
to build Appoint a which
efficiencies in the | Service provider entails
rocesse
system 2
Local economic Develop a . Not done No Funding
development strategy to Source Funding funding | secured for
encourage gr;(;lvﬁ:r;pomt a Developed Draft | A goove 13010/ ?Olll
suppliers to ! Strategy Source ra pprov . inancial year
plough back to Provider Fundin Strat | ed by
community g TOR | egy council
To cause collection of the
following amounts of
revenue
37,180,000 To have grants | Grant received 92950 | 18,590 | 27,885 | 37,180, | 38,958, | 18,590
schedule or 00 ,000 ,000 000 259 ,000
register
500,000 To have grants | Amount of 12500 | 250,00 | 375,00 | 500,000 | 500,000
schedule or revenue 0 0 0
register
750000 Follow up with Interest 18750 | 375,00 | 562,50 | 750,000 | 1,000,0
NT received 0 0 0 00
3755651 Issue bills , Amount billed 93891 | 1,877, | 2,816, | 3,755,6 | 1,645,7 | Not Reviewed
collect and Vs Collected 3 826 738 51 77 | done consumer data
implement
credit control
policy
90000 Issue monthly Interest 22500 | 45,000 | 67,500 90,000 | 211,905
bills , grants received
accrued
received
12907000 To have grants | Grant received
schedule or

register




1217370 To have grants | Amount paid 30434 | 608,68 | 913,02 | 1,2173| 2,877,3
schedule or vs. Budget 3 5 8 70 44
register
To contain expenditure Amount paid 0 0 0 0
within the following vs. Budget
amounts
2463610 Manage Amount paid 61590 | 1,231, | 1,847, | 2,463,6 | 22398
employment vs. Budget 3 805 708 10 01
processes and
salary
adjustment
0 Monitor Amount paid 0 0 0 0| 930,597
spending vs. Budget
35000 Amount paid 8750 | 17,500 | 26,250 35,000 34,110
vs. Budget
2156616 Monitor Amount paid 53915 | 1,078, | 1,617, | 2,156,6 | 104965
spending vs. Budget 4 308 462 16 1




ANNUAL PERFOMANCE REPORT FOR COMMUNITY SERVICE DEPARTMENT 2009/2010

KPA: SPATAIL SERVICES

IDP Objective IDP Strategy Departmental Indicator Targets Actual for | Reaso Corrective
Activity 31 Sept 31-Dec 31-Mar | 30-Jun period ns for Action
perfor
mance
Roads and storm
water
Waste Management
3. Involve schools in | Conduct Not done
refuse collection and | awareness  in however
recycling projects. ECE]JA?CUO” with schools in Limited N_eed for cap
orovide and maintal Campaig