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Celebrating diversity
and embracing change
with an unswerving commitment
to service delivery

At uThungulu
we believe in always
putting our people first!

United we can make a difference.
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The uThungulu District and its six constituent municipalities

The uThungulu District is situated on the East coast of the province of KwaZulu-Natal
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Her Worship the Mayor
Cllr TVB Mchunu

 Chapter 1: Mayor’s Foreword and Executive Summary

FOREWORD BY THE MAYOR

It is with pride and a sense of accomplishment that 
I present our Annual Report relating to financial and 
management performance for the 2011-2012 financial 
year. 

The uThungulu District Municipality is one of the best-
performing municipalities in KwaZulu-Natal with a 
consistent record of financial prudence and sterling 
performance management that has been steadfastly 
maintained through integrity, sound management prin-
ciples, accountability and transparency.

A Strategic Planning workshop between the Executive 
Committee and Management was held in November 
2011, where the services as performed by each of 
the service units within the District Municipality were 
presented.  Various structures were reviewed and pro-
posed whilst challenges and visions for the future were 
tabled.

A new Vision and Mission was crafted, in line with the 
refined Integrated Development Plan objectives of the 
new Council.

Vision: An economically viable district with effective 
infrastructure that supports job creation through eco-
nomic growth, rural development and promotion of our 
heritage

Mission Statement: To create a prosperous District 
through:
•	 Rural development, agragrian reform and food 

security;
•	 Creating economic growth and decent job oppor-

tunities;
•	 Fighting crime and corruption;
•	 Promoting quality education for all;
•	 Improving quality of health;
•	 Community participation, nation building and 

good governance.
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A District Lekgotla was hosted to align the IDP’s of the 
six local municipalities with that of the District, and to 
gain input from the provincial government on their de-
velopment plans for the district in the forthcoming year. 
This interactive and informative session paved the way 
for the formation of a coordinated and well-informed 
IDP created for the district with the combined efforts of 
all its stakeholders. 

This was further reinforced by the IDP Roadshows 
held in our local municipalities, where communities 
were engaged on their needs, to help prioritise our 
projects for the incoming financial year.

A successful Growth and Development Summit was 
thereafter hosted in March 2012 to formulate the eco-
nomic priorities of the district, in line with the provincial 
Growth and Development Strategy. Breakaway ses-
sions were held with key stakeholders in various port-
folios, to ensure that each department in the organiza-
tion was aligned to the vision of the district.

Making the delivery of water and sanitation services 
our priority, we have nevertheless embarked on a 
number of social development projects in an attempt 
to holistically enhance the quality of life of our people.

Our legacy project, the District Fresh Produce Market, 
is a Mayoral initiative that will cumulatively address the 
triple threats of poverty, food security and unemploy-
ment in our district. We are at an advanced stage of 
establishing the Pre-Market that will be the forerunner 
to the construction of our very own multi-million Rand 
market facility.

Farmers who were trained in this financial year are al-
ready supplying local retailers with their produce and 
we anticipate that the Pre-Market will be a sound vehi-
cle for economic development and agricultural growth 
in our rural areas.

The Biogas fuel project that is to be piloted in three 
of our local municipalities is also expected to reap re-
wards in terms of economic and environmental ben-
efits. We undertook a study tour to Limpopo in this 
financial year, where valuable knowledge was gained 

from experts who have successfully implemented the 
project in other areas.

Our social development programmes were boosted 
by the launch of Operation Sukhuma Sakhe, a War on 
Poverty programme initiated by the Office of the Pre-
mier. Several War Rooms have been established in our 
local municipalities and they are assisting communi-
ties with a host of needs, from grant applications to 
HIV testing and drug counseling. Ward councillors are 
active in ensuring that those identified as needing ser-
vices are directed to the correct departments so that 
the assistance needed could be fast-tracked.

Despite demanding economic challenges we have for 
the 12th consecutive year achieved an unqualified au-
dit and I am extremely pleased that our prudent finan-
cial management has remained consistent.  The con-
siderable effort by the Management component and 
Political Leadership to curb debt and promote a culture 
of payment amongst our communities has contributed 
to our continued high achievements.

One of the biggest challenges facing this municipal-
ity in its attempt to deliver sustainable services is the 
persistent drought that severely impedes our efforts to 
establish permanent water supplies to our rural areas, 
especially areas such as Ntambanana due to persis-
tent year-round droughts. The depletion of our natu-
ral water resources adversely affects the water tanker 
reduction plan, as it increases the demands for water 
delivery by tankers.   

Through the much-appreciated intervention of the 
Office of the Premier and Treasury, we have been 
allocated R75-million to deviate from our Water Ser-
vices Development Plan and direct a bulk pipeline to 
Ntambanana via the regional bulk scheme, the Greater 
Mthonjaneni Water Project. The funding has allowed 
us to cut off five years from the expected delivery of 
water to this needy municipality.

The simple fact is that our limited budget cannot meet 
the service delivery needs of the district without provin-
cial and national grants. The small revenue base can-
not pay for the majority of rural residents who cannot 
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afford to pay for services but equally cannot be denied 
access to services.

The principles in compiling the Budget were based on 
prudence and affordability of the District, taking cogni-
zance of the economic challenges facing our citizens, 
Municipality and Country as a whole.

Of prime concern is the outstanding debt and grow-
ing tendency of communities who are unable to fulfill 
their financial obligations and this has a severe effect 
on service delivery.

We are still plagued by high rates of unemployment 
and this is always a pressing issue. Infrastructure pre-
cedes development and through our capital infrastruc-
ture plans we hope to create more work opportunities 
through the promotion of local economic development 
projects. We have to be strengthening our constitu-
tional democracy by giving our people the means to 
provide for themselves.

uThungulu will continue to perform its duties in an ex-
emplary manner and to create and build a sphere of 
Government that will be respected by its citizens for 
its integrity, self discipline and outstanding customer 
service.

With the evolution of Intergovernmental relations came 
the promise of cooperative, compatible and ‘seamless’ 
governance, through which the constitutional ideals 
of cooperation in good faith and mutual trust between 

the spheres of government could be realized.  This is 
resulting in the spheres coordinating their actions and 
legislation, and assisting, supporting, informing and 
consulting one another.

Improving the lives of former disadvantaged communi-
ties, especially those in the rural areas is our mandate 
and I convey my sincere gratitude to the private sector 
for their generosity and partnership in achieving many 
of our goals.

We are blessed with a high caliber of staff, comprising 
well qualified officials in all our Departments, which is 
one of the reasons for our consistently high quality of 
services in our Finance, Corporate Services, Planning 
and Technical Departments.

I also wish to thank our Municipal Manager under 
whose leadership the administration continues to out-
perform other municipal entities across the Country. 

In conclusion may I thank our Deputy Mayor, Speaker, 
Councillors and officials from all departments who 
through their hard work and dedication, are continu-
ally striving to make uThungulu a municipality that can 
stand head and shoulders above the rest. Their com-
mitment and support is acknowledged with sincere ap-
preciation.

CLLR TVB MCHUNU
MAYOR: UTHUNGULU DISTRICT MUNICIPALITY
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Municipal Manager
MH Nkosi

OVERVIEW BY THE MUNICIPAL 
MANAGER 

The uThungulu District Municipality is a category C 
municipality and is located in the north-eastern region 
of the KwaZulu-Natal province on the eastern sea-
board of South Africa. It covers an area of 8000 square 
kilometers, from the agricultural town of Gingindlovu in 
the south, to the Umfolozi River in the north and inland 
to the mountainous beauty of rural Nkandla.

uThungulu has a proud decade-long record of good 
governance and prudent financial management, and 
the past financial year we have worked exceptionally 
hard to bring us closer to achieving a clean audit. Since 
its establishment, the district has consistently achieved 
unqualified Audit Reports from the Auditor General’s 
office. 

Of paramount importance is our quest to eradicate the 
backlogs to basic service delivery, and we are commit-
ted to quality, efficiency and sound controls in the fulfil-
ment of our mandate to the communities in our district.

We have once more achieved notable success in vari-
ous fields of service delivery, with the highlights being:
•	 Obtaining second place at the SALGA National 

Games held at eThekwini Metro in December 
2011

•	 Our Planning Department received a Certificate of 
Recognition from CoGTA at the IDP Best Practice 
Conference in Pietermaritzburg. The district has 
consistently remained as a top IDP Achiever in 
the province for five financial years. 

The council’s highest priorities are aimed at eradicat-
ing rural backlogs for water supply and sanitation ser-
vices, as measured against Rural Development Plan 
(RDP) standards.  This has informed our budget for 
the incoming financial year and we have once again 
focused the largest portion of the budget on reaching 
our service delivery targets.

A fully-functional Budget Steering Committee is 
chaired by the Mayor and has been regularly conven-
ing since January 2010.
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In line with Circular 54 our 2011/2012 budget was 
aimed at addressing the National priorities for Local 
Government, especially Outcome 9 and 12:
•	 Improve the quality of basic education
•	 Improve health and life expectancy
•	 All people in South Africa protected and feel safe
•	 Decent employment through inclusive economic 

growth
•	 A skilled and capable workforce to support inclu-

sive growth
•	 An efficient, competitive and responsive economic 

infrastructure network
•	 Vibrant, equitable and sustainable rural communi-

ties and food security
•	 Sustainable human settlements and improved 

quality of household life
•	 A responsive and, accountable, effective and ef-

ficient local government system
•	 Protection and enhancement of environmental as-

sets and natural resources
•	 A better South Africa, a better and safer Africa and 

world
•	 A development-orientated public service and in-

clusive citizenship

The total population of the uThungulu District Munici-
pality was 958,958 in 2008. Since 1996, the population 
of the uThungulu District grew at an average annual 
growth rate of 1.5 % per annum compared to the 1.1% 
population growth rate at the provincial and national 
level, thereby increasing uThungulu population share 
in KwaZulu-Natal from 9% in 1996 to 9.5% in 2008.

Our relationship with the six local municipalities in the 
district has always been strong and with the ongoing 
Shared Services concept for Fire Fighting and Plan-
ning, we have been able to add capacity to our strug-
gling local municipalities. We hope to expand on this 
concept this year with the integration of our IDP’s and 
a concerted effort to align the service delivery mecha-
nisms of the local municipalities with that of the district.

ASSESSMENT OF DEBT AND REVENUE

The targets as set for revenue collection have been 
determined with due consideration to past revenue col-
lection trends and the poverty levels of our consum-
ers both in urban areas and rural areas. The average 
uncollectible debts of 10% are testimony to the efforts 
of the leadership, ward councillors and administration. 
In instances where debt recovery cannot be accom-
plished through internal mechanisms, external assis-
tance is sought eg. legal action, however such actions 
are subject to a cost vs benefit analysis and in many 
instances legal actions prove to be a further unrecover-
able cost for Council.

Quarter 1 Quarter 2 Quarter 3 Quarter 4
Target 
Collected

65% 68% 70% 75%

Actual 
Collection

104% 87% 90% 103%

A contentious issue attracting considerable publicity in 
the past year was the amount of debts owed to South 
African Municipalities. Collection of municipal debts 
has always been a challenging task with considera-
tion to the fact that 80% of our residents are rural and 
poverty stricken. Adding further challenges is the slow 
recovery from the worldwide recession that has ren-
dered many of our residents in a less favourable finan-
cial position. In the year under review Council approved 
that all arrear debts owed by registered indigents as 
at February 2012 be written off. The value of debts 
written off amounted to R 3 844 283 inclusive of Vat, 
per Council resolution UDMC: 478. This resolution has 
lessened the burden of poor residents and ceased all 
further debt recovery costs from these consumers who 
were unable to pay for services.

As a result of the economic pressures affecting con-
sumers we have seen an increase in domestic debt. 
However we are pleased with the progress made in 
terms of our Intergovernmental Relations, which is evi-
dent in the significant decrease in government debt.
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The table below reflects an assement of the budgeted revenue classified per source to the actual achievement for 
the same period. Positive achievements were noted with regards to service charges and interest income which ac-
counted for an additional R 14.3M more than budget.

UTHUNGULU DISTRICT MUNICIPALITY:
ACTUAL VERSES BUDGET (REVENUE & EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2012

 2012 
Actual

Rand (‘000) 

 2012 
Budget

Rand (‘000)

 2012 
Variance

Rand (‘000)

 2012 
Variance

%

 Explanation of Significant Variance greater 
than 10% versus Budget

Service Charges  48 017  36 321  11 696 32%  Increase consumptions and new schemes 
metered. 

Interest Earned - 
External Investments

 26 998  24 366  2 632 11%  Managed investment portfolio aggresively to 
generate interest. 

Interest Earned - 
Outstanding Debtors

 40  227  (187) -82%  Increased number of registered indigents wherein 
no interest is allocated. 

Government Grants and 
Subsidies

 533 234  562 000  (28 766) -5%

Other Income  8 737  194 203  (185 466) -96%  The budget includes non-cash items. 
Public contributions  -    2 000  (2 000) -100%  The contribution for reticulation from the funder 

has not yet been received as dependant on the 
istallation of bulk infrstructure currently in progress. 

 617 026  819 117  (202 091) -25%

The table below reflects an assessment of the budgeted revenue classified per vote to the actual achievement for 
the same period.

 2012 
Actual

Rand (‘000) 

 2012 
Budget

Rand (‘000)

 2012 
Variance

Rand (‘000)

 2012 
Variance

%

 Explanation of Significant Variance greater 
than 10% versus Budget

Executive and Council  -   0 
Finance and Admin  420 639  564 540 (143901) -25%  The budget includes non-cash items.
Planning and Develop  -    -   0 0%
Community and Social  217  219 (2) -1%
Public Safety  -    -   0 0%
Environmental 
Protection

 14 389  15 829 (1440) -9%

Waste Management  8 445  17 119 (8674) -51%  
Waste Water  3 740  63 155 (59415) -94% An amount of R10m included in the budget  was a 

Provision for rehabilitation of the Solid Waste site.
Water  169 596  158 255 11341 7% This is due to delays on some sanitation projects 

and therefore revenue was not recognised in the 
11/12 financial year.

 617 026  819 117 (202091) -25%

A detailed report is available in the Report of the Chief Financial Officer inside this Annual Report.

INTERNAL MANAGEMENT

In the past financial year we had vacancies in the positions of Municipal Manager and Executive Director: Corporate 
Services, due to resignations. The process of recruitment for these positions as well as the required approvals from 
the MEC for Cooperative Governance was received by the end of the financial year. The vacant positions have been 
filled as of the start of the 2012/2013 financial year.
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Powers and Functions

In terms of Circular 8/2009: 2008/09 Capacity Assessments and Recommendations: Adjustment of Powers and 
Functions between District and Local Municipalities in terms of Section 85 of the Local Government: Municipal 
Structures Act 1998, the uThungulu District Municipality has the following powers and functions to fulfill:

281 282 283 284 285 286

1 S 84(1)(a)
Integrated development planning for the District Municipality including Development 
Plan for the local municipalities within the area of the District Municipality

2 S 84(1)(b)
Pottable water supply that effects a significant proportion of the municipalities in the 
district

3 S 84(1)(c) Bulk supply of electricity

4 S 84(1)(d) Domestic waste-water and sewage disposal ssyem

5 S 84(1)(e) Solid waste disposal sites serving the area of the District Municiplity as a whole

6 S 84(1)(f)
Municipal roads which form an integrated part of a road transport system for the area 
of the District Municipality as a whole

7 S 84(1)(g) Regulation of passenger transport services

8 S 84(1)(h) Municipal airport serving the area of the District Municipality as a whole

9 S 84(1)(i) Municipal health serving the area of the District Municipality as a whole

10 S 84(1)(j) Fire fighting services for the District Municipality as a whole

11 S 84(1)(k)
Fresh produce markets and (abattoirs) serving the are of the District Municipality as 
a whole

12 S 84(1)(l) Cemeteries and crematoria

13 S 84(1)(m) Promotion of local tourism for the District Municipality

14 S 84(1)(n)
Municipal public works relating to any of the above function or/and other functions 
assigned to the District Municipality

S 84(1)(o)
The receipt, allocation and if applicable, distribution of grants made to the District 
Municipality

16 S 84(1)(p)
The imposition and collection of taxes, levies and duties as related to the above func-
tions or maybe assigned to the District Municipality in terms of national

18 Sched 4 B Building regulations

22 Sched 4 B Local tourism

40 Sched 5 B Licencing and control of undertakings that sell food to the public

50 Sched 5 B Refuse removal, refuse dumps, solid waste disposal and cleansing services

281 - Mfolozi, 282 - uMhlathuze, 283 - Ntambanana, 284 - uMlalazi, 285 - Mthonjaneni and 286 - Nkandla

Allocated functions to the district

Functions ommited from existing enactment in terms of Extraordinary Provincial Gazette of 
KZN Vol3 No 299 dated 30 June 2009
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PROFILE OF THE UTHUNGULU DISTRICT MUNICIPALITY

This paradoxical district comprises the best and worst 
of the two economies of this country. We are home to 
several of the largest industrial giants in the world, the 
retail sector in our urban areas is burgeoning with eco-
nomic activity, the agricultural and tourism potential is 
boundless and there are ever-increasing opportunities 
for local economic development. 

On the other hand, crippling droughts and deep rural 
communities living in abject poverty are also strong 
characteristics of the uThungulu district, with a back-
log of water and sanitation service delivery topping our 
list of priorities.

The following local municipalities are found within the 
servicing area of the uThungulu District Municipality 
(DC28):
-	 Mfolozi Municipality (KZ 281)
-	 uMhlathuze Municipality (KZ 282)
-	 Ntambanana Municipality (KZ 283)
-	 uMlalazi Municipality (KZ 284)
-	 Mthonjaneni Municipality (KZ 285)
-	 Nkandla Municipality (KZ 286)
 
The uThungulu District Municipality allocates the 
majority of its annual income to capital infrastructure 
projects relating to water and sanitation provision in 
our rural municipalities, where the vast majority of resi-
dents live in rural homesteads and unemployment is 
at over 50%.

Its challenge is to provide basic services such as water 
and sanitation to these people while stimulating local 
economic development, job creation and the growth of 
the small and medium business sector. The need to 
address poverty is one of the most critical issues. The 
municipality enjoys good relations with the business 
sector and non-governmental organizations.

uThungulu’s unique qualities set it apart from many 
other regions in South Africa. It boasts the largest 
deepwater port on the African continent, which imports 
the most bulk cargo of all African ports. It has double 
the capacity of the Port of Durban to its south and han-

dles in excess of 75 million tons of cargo annually. The 
development of the harbour facilities at Richards Bay 
has promoted the development of the manufacturing 
sector, such that it is the largest economic contributor 
to gross geographic product in uThungulu (51,4%). 

uThungulu offers highly favourable agricultural condi-
tions as it has extremely fertile soils, good precipita-
tion and enjoys an excellent, frost-free climate all year 
round. A wide variety of bio-climatic conditions are on 
offer across the district, from the mountainous area of 
Nkandla down to the coastline. The agricultural sec-
tor is a dual economy, consisting of commercial agri-
culture on one hand and traditional agriculture on the 
other.

The commercial agricultural economy is based on the 
sugar and forestry industries. Subsistence agriculture 
is practiced on most of the tribal lands in the district 
and has enormous potential for growth.

Confidence in uThungulu is increasing rapidly as in-
vestment flows into the region. Local economic de-
velopment through sustainable means is a priority of 
the uThungulu District Municipality, which is focused 
on achieving this through community participation and 
empowerment. Various comparative advantages such 
as affordable labour, service costs and industrial land 
availability position uThungulu as a competitive invest-
ment destination.

MH NKOSI
MUNICIPAL MANAGER
UTHUNGULU DISTRICT MUNICIPALITY
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THE VISION, MISSION AND CORE VALUES
OF THE uTHUNGULU DISTRICT MUNICIPALITY
VISION
An economically viable district with effective infrastructure that supports job creation through economic growth, rural 
development and promotion of our heritage

MISSION
To create a prosperous district through:
•	 Rural development, agrarian reform and food security,
•	 Creating economic growth and decent job opportunities,  
•	 Fighting crime and corruption,
•	 Promoting quality education for all,
•	 Improving the quality of health,
•	 Community participation, nation building and good governance.

CORE VALUES
•	 Integrity
•	 Transparency
•	 Commitment
•	 Co-operation
•	 Innovation
•	 Accountability
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INTRODUCTION TO GOVERNANCE

Alignment with National Key Performance Areas
Nationally the Implementation Plan of Action for the 5 
year Local Government Strategic Agenda, as adopted 
by Cabinet in January 2006, is used as the basis for 
determining a number of key performance areas for 
all municipalities. These set out the mandate to be 
achieved by all municipalities and as such represent 
an important guiding principle for municipal organiza-
tional design.

The national key performance areas are the following:

1.	 Basic Service Delivery
	 Aspects such as basic water, sanitation, electric-

ity, refuse and roads. Includes social infrastructure, 
e.g. housing, health, education, welfare and cem-
eteries.  It also relates to the following:
•	 Sound and updated statistical based service 

delivery plan  
•	 MDG’s/Targets for municipal services (e.g. wa-

ter, sanitation, electricity, refuse removal, trans-
portation)

•	 FBS and Indigent Register
•	 O&M 
•	 Capacity to implement Integrated Capital Infra-

structure Plan 

2.	 Local Economic Development
	 Economic Development and Poverty Alleviation 

Strategies and awareness programmes. In addi-
tion to social infrastructure, social programmes 
also form part of this KPA, e.g. HIV/AIDS, ABET 
etc., comprise economic generation objectives and 
projects. Elements of poverty alleviation could also 
be grouped under this area. It also relates to the 
following:
•	 Competitive and comparative advantages
•	 ASGISA and second economy investment
•	 Skills development
•	 LED institutional capacity
•	 Social partners

 Chapter 2: Governance
Chairperson of
Executive Committee;
Chair of Finance Portfolio 
Committee
Mayor TVB Mchunu

Chairperson of
Corporate Services
Portfolio Committee
Deputy Mayor
TC Mashaba

Chief Whip
Cllr SG Ngema

Chair of Rules Committee
Speaker ME Mzimela
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3.	 Governance and Public Participation
	 Measures how the local government sphere aligns 

and integrates with the Provincial and National 
spheres of government on cross cutting issues. 
Programmes to demonstrate how the community 
participates/is consulted/is empowered in govern-
ment programmes; particularly the establishment 
and functionality of ward committees and com-
munity development workers. It also deals with the 
involvement of Traditional Councils in municipal af-
fairs. It also relates to the following:
•	 Functional ward committees and other commit-

tees
•	 Linkages with other governance structures
•	 Sector engagements
•	 Community informed IDP
•	 Annual Performance Report submitted

4.	 Municipal Transformation and Organisational 
Development

	 How the institution is (administratively and politi-
cally) capacitated to exercise its duties (human re-
source development and management). How is the 
organization structured to meet the needs of the 
IDP? Is the organization accountable to the pub-
lic via the necessary performance management 
systems? The internal policies and processes to 
adhere to aspects like gender equity, disability and 
general management of the municipality. It also re-
lates to the following:
•	 Performing of powers and functions
•	 Organogram and vacancy rates  (Section 57 

level only) 
•	 Capacity assessment to implement IDP
•	 Various policies
•	 Organisational PMS

5.	 Municipal Financial Viability and Management
	 Comprise the policies and processes relating to 

revenue generation, debt and credit management 
as well as assets, liability control and auditing. 
Aspects such as submission of the financial state-
ments to the Auditor General (AG) as well as the 
findings of the AG on the municipal affairs. As part 
of this KPA, the municipality should comply with the 
budgetary provisions and aspects as outlined in the 
MFMA. It also relates to the following:

•	 Service Delivery Budget Implementation Plan
•	 Revenue management and billing system
•	 Expenditure Reports
•	 Debt Recovery Plan
•	 Budget and IDP link

	 Provincially a 6th Key Performance Area has been 
added, as all of the above KPAs have a spatial im-
plication:

6.	 Spatial Planning and Spatial Development 
Frameworks

	 This KPA relates to the following:
•	 Analysis shared by National, Provincial and 

DM/LM  policies
•	 Alignment with NDSP and PGDS profile
•	 Spatial analysis translated into SDF
•	 SDF includes LUMS guidelines 
•	 Credible statistics

ORGANISATIONAL GOVERNANCE: 
Service Delivery Budget Implementation Plan
(SDBIP)

uThungulu carries out extensive consultation with the 
community and other stakeholders as part of the IDP 
and budgeting process to ensure awareness of, and to 
encourage input into the Budget and the IDP.  

Each department has prepared its own operational 
plan to give effect to both the organizational goals 
and to meet departmental service delivery and perfor-
mance targets.  These feed into this overall plan, pro-
viding the key performance areas against which each 
senior manager will be held accountable.

The SDBIP is a requirement under the MFMA.  The 
National Treasury has issued a circular identifying the 
key components as:

•	 Monthly projections of revenue to be collected 
for each source;

•	 Monthly projections of expenditure (operating 
and capital) and revenue of each vote;

•	 Quarterly projections of service delivery tar-
gets and performance indicators for each vote;

•	 Ward information for expenditure and service 
delivery; and



14

•	 Detailed capital works plan broken down by ward over three years.

STRATEGY - LONG-TERM OBJECTIVES

The council has set itself some stretching targets within the framework of the five-year IDP and beyond.  These are 
summarized in the table below:

STRATEGY OBJECTIVE OUTPUT/INDICATORS

Economically 
Sound District

This strategy aims to establish economic 
growth and development in all economic 
sectors with a particular focus on agri-
culture, tourism and trade and industry 
(SMME), whilst contributing to poverty al-
leviation in the district.  The district will aim 
to identify and develop LED opportunities 
based on the functions of the municipality.

The long-term objective is to reduce pov-
erty levels in the district by half by the year 
2014.  This will be achieved with a reduc-
tion in the unemployment level from the 
current 45% to 22% by the year 2014 i.e. 
a growth of 4.5% p.a. to 2009 up to 6% 
thereafter.  This would require substantial 
capital investment in SMME’s leading to 
an increase in income levels of the poorest 
25 000 households to above the R1 600 
per month per household level.

Effective
Infrastructure

This strategy focuses on the improved 
maintenance of existing infrastructure and 
the provision of new infrastructural ser-
vices to ensure the spatial integration of 
the district and its transportation systems.  
The strategy thereafter aims to improved 
service delivery and ensure a basic stand-
ard of living for all.

A first priority is to provide water to a sur-
vival standard of to at least 90% of the 
population of the district at a volume of 5 
litre per person per day within a 1km walk-
ing distance and, a second objective is to 
provide at least 35% of the population with 
25 litre water per person per day within a 
200 m walking distance (RDP standard).  
Sanitation targets are to provide basic 
health hygiene education to at least 90% 
of the population and to provide at least 
25% of the population with VIP latrine ser-
vices.

People
Empowerment

The focus of this strategy is on social de-
velopment and community empowerment 
dealing with issues such as environmen-
tal health, disaster management and the 
co-ordination of provision of community 
facilities.  The strategy aims at community 
upliftment in terms of inclusion of margin-
alized groups, safety & security, education 
training & capacity building and address-
ing the impact of HIV/Aids – thereby en-
suring a strong, participatory and inclusive 
community.

The long-term objective is to substantially 
improve the social well-being of the peo-
ple of the district.  This will be achieved 
through the improved satisfaction levels of 
the communities with the delivery of social 
municipal services such a fire fighting ser-
vices, community services and environ-
mental health services.
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STRATEGY OBJECTIVE OUTPUT/INDICATORS

Integrated
Environment 

The strategy focuses on the co-ordination 
of the spatial and service delivery compo-
nent to improve the management of district 
level responsibilities.  The strengthening of 
the development nodes of the municipali 
ties, while ensuring the equitable develop-
ment of the rural areas through all service 
delivery.  Co-ordination of land reform and 
housing in line with service delivery is of 
prime importance.  Environmental man-
agement and spatial co-ordination and 
integration of development are further 
components of the strategy to ensure in-
tegration and optimum organizational ca-
pacities.

The long-term goal is to achieve an equi-
table distribution of urban and rural devel-
opment projects and therefore an equal 
improvement in access to community and 
municipal services.  The development of 
projects will have taken place on a sus-
tainable basis and will have a minimum 
impact on the natural and build-up en-
vironment of the district.  Projects would 
have taken place in an integrated and co-
ordinated way through integrated planning 
and alignment, improving both the liveli-
hoods of the rural and urban areas.

Leadership 
Excellence

This strategy ensures commitment by the 
district to provide the highest quality of ser-
vice to its constituents through account-
able leadership and support services, 
resulting in a productive and sustainable 
district.  This strategy aims at establishing 
open and transparent platforms for com-
munication and consultation with all role 
players.

The district will be able to demonstrate 
improved governance levels through the 
establishment of a prudential financial 
service delivery strategy and a perfor-
mance management system.  A network 
of municipal service delivery would be es-
tablished throughout the district by the end 
of the planning period.

The council’s highest priorities are aimed at eradicating rural backlogs for water supply and sanitation services, as 
measured against Rural Development Plan (RDP) standards.  Within the context of the 2008/09 to 2010/11 budget 
and IDP, the following targets have been set for the uThungulu District:

•	 Water – from 82% in 2001/02 to 31% in 2010/2011
•	 Sanitation – from 80% in 2001/02 to 44% in 2010/2011
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BACKLOG ERADICATION 

The following table provides a detailed summary of progress made in respect of the eradication of backlogs in water 
provision in the uThungulu District with the exception of uMhlathuze that is its own water services provider. 

Table 1: Water Backlogs below RDP standards in uThungulu

NAME OF
MUNICIPALITY

TOTAL No. 
RURAL HH

PERCENT OF HOUSEHOLDS BELOW RDP STANDARDS - WATER

ACTUAL PREDICTED

2006/7 2007/8 2008/9 2009/10 2010/2011 2011/12 2012/13

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water 

Mfolozi KZ281 21,961 43 40 31 23 17 10 6

Ntambanana KZ283 19,630 45 43 43 43 41 38 36

Umlalazi KZ284 54,028 53 53 54 53 52 51 52

MthonjaneniKZ285 12,137 53 38 17 12 13 14 14

Nkandla KZ286 37,596 40 39 38 36 35 35 31

uThungulu DC28 145,352 47 45 42 39 38 36 34

The following table provides a detailed summary of progress made in respect of the eradication of backlogs in 
sanitation provision.

Table 2: Sanitation  Backlogs below RDP standards in uThungulu

NAME OF
MUNICIPALITY

TOTAL No. 
RURAL HH

PERCENT OF HOUSEHOLDS BELOW RDP STANDARDS - WATER

ACTUAL PREDICTED

2006/7 2007/8 2008/9 2009/10 2010/2011 2011/12 2012/13

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water

% backlog 
water 

Mfolozi KZ281 21,961 55 54 50 47 46 42 39

Ntambanana KZ283 19,630 78 74 70 66 59 54 52

Umlalazi KZ284 54,028 87 87 86 85 83 82 80

MthonjaneniKZ285 12,137 71 66 63 61 56 53 54

Nkandla KZ286 37,596 74 72 73 72 70 68 68

uThungulu DC28 145,352 76 75 73 71 69 66 65
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INTERGOVERNMENTAL RELATIONS

uThungulu District Municipality institutionalised its existing IGR structures in the past financial year, in compliance with the 
intergovernmental Relations Framework Act, 2005.

The following structures were formalised:

District Intergovernmental Forum (DIF) or District Mayor’s Co-ordinating Forum
The DIF exists to facilitate IGR between the District Municipality and the Local Municipality in the district.

According to the adopted Terms of Reference, the uThungulu DIF consists of the Mayor of the uThungulu District Municipality; and 
the Mayors of Local Municipalities in the district and any other member invited by the District Mayor.

The DIF shall have the following standing items on the Agenda:
1.	 Matters referred to and arising from the PIF
2.	 Matters referred to and arising from Provincial IGR forums
3.	 Matters regarding traditional leadership
4.	 Matters arising from the Inter-municipal forums
5.	 Matters submitted by local municipalities
6.	 Matters from the Technical committee
7.	 IGR progress report from the Technical committee
8.	 Report to the MEC for Local Government on the Districts progress on the 5 year Local Government Strategic agenda
9.	 Monitoring and Evaluation
10.	 General

Technical Support Forum (TSF) or Techcom
The role of the technical support structure is to provide technical support to the DIF and to prepare for decision-making in the 
political structure.

The purpose of the uThungulu TSF is to discuss management and implementation matters of a district wide nature and also to 
monitor the sub committees of the TSF.

The composition of the forum is made up of all the Municipal Managers from the Local Municipalities and the Municipal Manager of 
the uThungulu District Municipality who is also the chairperson of the forum.

The agenda for the TSF shall have the following standing items:
1.	 Matters for the DIF
2.	 Matters from the Technical Sub committees	
3.	 District wide Monitoring and Evaluation issues 
4.	 Technical issues from the Provincial intergovernmental forums
5.	 Legal Issues
6.	 DIF (Mayor’s Forum) Agenda
7.	 IGR status report and the IGR Budget
8.	 Compliance Issues
9.	 Shared Services Issues
10.	 Monitoring and Evaluation
11.	 General

Only issues which cannot be resolved at this forum shall be escalated to DIF.

The following sub-committees have been established in terms of the IGR Act:
a.	 Infrastructure forum
b.	 Planning and Development forum
c.	 District Communications forum
d.	 District Area Financial (CFO) Forum
e.	 Speakers Forum

The Corporate Services Forum is being established in the 2012/2013 financial year.
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POLITICAL GOVERNANCE

Office of the Speaker

The Office of the Speaker is amongst other things, 
charged with the responsibility of contributing towards 
ensuring that community members are able to enjoy 
their rights as espoused in the Constitution through af-
fording them the opportunity to fully participate in the 
delivery of services. 

The Office of the Speaker manages this processs 
through the councillors who have all been empowered, 
through training and experience, to execute their re-
sponsibilities maximally. Each councillor is an effective 
agent of change that rallies the community around the 
projects being undertaken.

Public Participation

The Speaker is responsible for public participation, 
whereby the Council works to empower local com-
munities to have control over their own lives and liveli-
hoods. Public participation is designed to promote the 
values of good governance and human rights. Public 
participation acknowledges a fundamental right of all 
people to participate in the governance system.

The Municipal Systems Act 2000 defines “the legal na-
ture of a municipality as including the local community 
within the municipal area, working in partnerships with 
the municipality’s political and administrative struc-
tures….to provide for community participation”. Sec-
tion 16(1) requires the municipality to develop ‘a cul-
ture of municipal governance that complements formal 
representative government with a system of participa-
tory governance’. 

According to the Systems Act:
Section 4 (c) (e)	 The council has the duty to...
	 (c) 	 encourage the involvement of the local commu-

nity
	 (e) 	 consult the community about the level quality, 

range and impact of municipal services provid-
ed by the municipality, either directly or through 
another service provider

Chairperson of Council, Chair of Rules Committee
Speaker EM Mzimela



uThungulu District Municipality

19Chapter 2: Governance

5 (a)	 Members of the community have the right…
	 (b) 	 to contribute to the decision-making processes 

of the municipality and submit written or oral rec-
ommendations, representations and complaints 
to the municipal council…

	 (c) 	 To be informed of decisions of the municipal 
council.

	 (d) 	 To regular disclosure of the affairs of the munici-
pality, including its finances

Section16 (1):

	 (a) 	 Encourage and create conditions for the com-
munity to participate in the affairs of the mu-
nicipality, including in the IDP, performance 
management system, monitoring and review of 
performance…preparation of the budget, strate-
gic decisions re municipal services

	 (b) 	 Contribute to building the capacity of the local 
community to participate in the affairs of the 
municipality and councillors and staff to foster 
community participation…

Section 42:	 A municipality, through appropriate 
mechanisms, processes and procedures 
…must involve the local community in 
the development, implementation and 
review of the municipality’s performance 
management system, and in particular, 
allow the community to participate in the 
setting of appropriate key performance 
indicators and performance targets of the 
municipality

Among the functions that the district fulfils are:
•	 District-wide integrated development planning;
•	 Infrastructural development and bulk service de-

livery;
•	 Capacity-building of local municipalities;
•	 Administrative assistance to local municipalities, 

where capacity is not yet established.
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COUNCIL COMPOSITION

ExCo Members:
1.	 Cllr. TVB Mchunu – District Mayor
2.	 Cllr. TC Mashaba – District Deputy Mayor
3.	 Cllr. IT Gcabashe
4.	 Cllr. NR Cele
5.	 Cllr. BV Mthethwa
6.	 Cllr. M Simelane
7.	 Cllr. SS Zungu

Council members:
1.	 Cllr. EM Mzimela - Speaker
2.	 SG Ngema – Chief Whip
3.	 IJ Naidoo
4.	 LW Fourie
5.	 CPG Cele
6.	 JD Vilakazi
7.	 MM Ngobese
8.	 NC Mthalane
9.	 N Naidoo
10.	 JM Mathaba
11.	 BL Mkhwanazi
12.	 X Bhengu
13.	 ZD Mfusi
14.	 S Mgenge
15.	 EF Mbatha
16.	 MS Mnqayi
17.	 NB Mzimela
18.	 FG Bosman
19.	 MT Makatini
20.	 N Mlaba
21.	 HF Mthiyane
22.	 NT Thusi
23.	 T Zulu 
24.	 KD Sibiya
25.	 M Lourens 
26.	 EN Malinga-Mtshali 
27.	 MET Magwaza
28.	 M Dludla
29.	 BL Thusi
30.	 MS Ndlangamandla
31.	 BZ Mncadi-Mpanza
32.	 TA Ntuli
33.	 NPM Magubane
34.	 SA Mpanza

Mayor Cllr TVB Mchunu

EXCO Member - Cllr NR Cele

Deputy Mayor Cllr TC Mashaba

EXCO Member - Cllr M Simelane

EXCO Member - Cllr IT Gcabashe

EXCO Member - Cllr IR Barnes 
(portion of 2011)

EXCO Member - Cllr SS Zungu 
(replaced Cllr IR Barnes)

EXCO Member - Ald BV Mthethwa

EXECUTIVE COMMITTEE MEMBERS
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The Officials and Councillors were remunerated as follows: 

Group Municipality
2012 2011 2012 2011

R R R R

Remuneration of Municipal Manager
Annual Remuneration  366 069  863 736  366 069  863 736 

Car Allowance  84 197  343 415  84 197  343 415 

Performance Bonuses  -    142 582  -    142 582 

Contributions to UIF,SDL and other  16 495  11 625  16 495  11 625 

Dispute settlement  1 210 867  -    1 210 867  -   
 1 677 628  1 361 358  1 677 628  1 361 358 

Remuneration of Deputy Municipal Manager
Annual Remuneration  827 077  803 594  827 077  803 594 

Car Allowance  352 503  352 280  352 503  352 280 

Performance Bonuses  146 939  135 453  146 939  135 453 

Contributions to UIF,SDL and other  14 164  12 599  14 164  12 599 

Acting allowance  19 276  -    19 276 

 1 359 959  1 303 926  1 359 959  1 303 926 

Remuneration of Executive Director Technical Services
Annual Remuneration  683 880  783 090  683 880  783 090 

Car Allowance  166 099  157 056  166 099  157 056 

Performance Bonuses  -    125 316  -    125 316 

Contributions to UIF,SDL,pension & medical aid  201 759  10 158  201 759  10 158 

Annual Bonus  33 231  -    33 231  - 
 1 084 969  1 075 620  1 084 969  1 075 620 

Remuneration of Executive Director Corporate Services
Annual Remuneration  347 877  792 387  347 877  792 387 

Car Allowance  54 911  219 645  54 911  219 645 

Performance Bonuses  -    128 324  -    128 324 

Contributions to UIF,SDL and other  17 839  10 831  17 839  10 831 

Dispute settlement  1 362 226  -    1 362 226  -   
 1 782 853  1 151 187  1 782 853  1 151 187 

Remuneration of Chief Financial Officer
Annual Remuneration  727 064  1 007 297  727 064  1 007 297 

Car Allowance  219 645  130 731  219 645  130 731 

Performance Bonuses  33 062  128 324  33 062  128 324 

Contributions to UIF,SDL and other  11 682  12 939  11 682  12 939 

Acting allowance  115 272  -    115 272  -   
 1 106 725  1 279 291  1 106 725  1 279 291 

22.  Remuneration of councillors
Mayor  690 437  425 708  690 437  425 708 

Deputy Mayor  555 958  439 219  555 958  439 219 

Speaker  559 271  439 219  559 271  439 219 

Chief Whip  276 049  -    276 049  -   

Executive Committee  1 928 176  2 030 537  1 928 176  2 030 537 

Councillors  3 220 164  1 737 760  3 220 164  1 737 760 

Councillors' pension contribution  639 666  419 407  639 666  419 407 
 7 869 721  5 491 850  7 869 721  5 491 850 

In-kind benefits

The  Mayor, Deputy Mayor, Speaker, Chief Whip and Executive Committee Members are full-time. Each is provided with an office and 
secretarial support at the cost of the Council which is included with other expenditure in the Statement of Financial Performance. The 
Mayor has the use of a Council owned vehicle together with a driver for official duties and security.
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COUNCIL AND ITS MEETINGS

In accordance with Municipal Notice No 143 dated 13 July 2000 (as corrected by Municipal notice no 175 dated 22 
August 2000) the Council of uThungulu District Municipality consists of 41 Councillors. The Executive Committee 
was made up of 7 Councillors.

During the 2011/12 financial year a total of 72 meetings of Council and its Committees were held. This total is made 
up of meetings as follows:

•	 Plenary Sessions of Council	 13
•	 Executive Committee meetings	 24
•	 Technical Portfolio meetings	  5
•	 Planning portfolio meetings	 3
•	 Corporate Portfolio meetings	 3
•	 Community Portfolio meetings	 6
•	 Financial Portfolio meetings	  7
•	 Audit Portfolio meetings	 6
•	 Rules Portfolio meetings	 5
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ADMINISTRATIVE GOVERNANCE

Administrative Services
The Administrative Services Section is part of the Cor-
porate Services Department. This Section specializes 
in Records and Registry Management, Fleet Manage-
ment, Secretariat Services, Councillor Support and 
Auxilliary Services, which includes general office ser-
vices and building maintenance.

Records and Registry Management Section:
This Section is responsible for the process of ensuring 
the proper creation, maintenance, use and disposal of 
records to achieve efficient, transparent and account-
able governance.  This Section’s actions are bound 
by the Statutory and Regulatory Framework in which 
sound records management practice is found i.e. The 
National Archives and Records Service of South Africa 
Act (Act No 43 of 1996 as amended) and The Promo-
tion of Access to Information Act (Act No. of 2000).  
The Records Management Policy has been approved 
by Council to ensure that this Council promotes trans-
parency, accountability and effective governance by 
empowering and educating the officials to understand 
and exercise their rights. Council makes use of Hum-
mingbird for its Electronic Record Management and 

makes use of Metro File for off site record keeping. An 
Access to Information Manual is updated and submit-
ted to relevant Government Departments annually as 
per the legislative requirement. 

The Section has successfully worked hand in hand 
with Provincial Archives to effect disposals and dispos-
al authorities as prescribed by the Records Manage-
ment Act and this is fully functional and implemented 
through Metro File.

Secretariat Services
With a staff complement of two Committee Officers, 
the Admin Section is responsible for managing the 
provision of secretariat services to the Section 79 and 
Section 80 Committees within the municipality. It ar-
ranges all meetings including all the necessary logisti-
cal requirements, drafting of agendas and minutes of 
meetings. The quality control of all documents, agen-
das and minutes that are distributed to the Committee 
members are part of the responsibilities of the Sec-
tion Head. It also keeps track of the decisions taken 
by the Committees. It is again tasked to ensure that all 
meetings take place according to the Standing Rules 
of Order, pre approved schedule and according to the 
Terms of Reference of the respective Committees. 

Fleet 
Guided by  the Pool Motor Vehicle Policy 
and Procedures, the Fleet Officer controls 
utilisation of a pool of 54 vehicles and 
gives guidance to officials and Councillors 
on vehicle utilisation. The Officer controls 
the day-to-day management of the mu-
nicipal fleet. The pool vehicles may only 
be used by licensed employees who are 
not on the subsidised scheme, to perform 
their duties. Through monthly reporting to 
Management and quarterly to the Perfor-
mance Panel on the mileage, fuel and oil 
consumption, Council prevents unneces-
sary costs and misuse of vehicles from 
occurring. The Policy on Upper Limits of 
Remuneration for Councillors, touching 
specifically on travel allowances and out 
of pocket expenses, is reviewed regularly 
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and is currently being implemented in terms of the lat-
est gazette issued. This policy also regulates the use 
of pool vehicles by councillors to ensure that it is in line 
with the revised government notice of the time.

The current tenders running until June 2013 were 
awarded to Avis, Eqstra and Fleet Africa for the lease 
of vehicles and for the supply and fitment of tyres to 
Zibandlela Business Solutions.

Auxilliary Services Section
The Auxiliary Services Officer is responsible for build-
ing maintenance and general office services, which in-
clude the communication services (PABX), photocopy 
and messenger service and the cleaning service. The 
cleaning service has for the first time been brought in-
house. This was the highlight of the year for the depart-
ment, which saw 18 job opportunities being created 
and 18 cleaners, who were on three-year-fixed term 
contracts, were absorbed as full time employees of uT-
hungulu. Auxilliary Services is also assigned with the 
responsibility of implementing and managing physical 
security within Council. This covers physical security 
measures for the safeguarding of the premises, peo-
ple, equipment and assets. Surveillance cameras have 
been commissioned to enforce and improve the secu-
rity measures within the premises. 

Councillor Support
To ensure that every Councillor participates meaning-
fully in meetings of Council, Councillors are provided 
with continuous support from the Administrative Sec-
tion. The Municipality through the Admin Section en-
sures that its Standing Rules of Order are in line with 
the Legislation and drafted in such a way that all Coun-
cillors can understand them to exercise their democrat-
ic right to participate in Council and Committee meet-
ings. As applicable to all by-laws, Council’s Standing 
Rules of Order has been revised, approved by Council 
and sent to all relevant Government Departments for 
publication. 

Councillor support is also provided in terms of liaising 
with the Municipal Pension Fund for Councillors’ Pen-
sion Funds and Medical Aid Schemes and co-ordinat-
ing with uThungulu’s Finance Section for any other 
finance related matters pertaining to councillors.
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DEVELOPMENT AND ENVIRONMENTAL
PLANNING

Integrated Development Planning
The co-ordination of service delivery and investment in 
the district is vital to ensure sustainable service deliv-
ery. This can only be attained by achieving the sensi-
tive balance between strengthening (maintaining) the 
rural economy, implementation of the land reform pro-
grammes as well as housing delivery. Also, all of the 
above has to take due cognizance of the environment.

The focus is on the co-ordination of the spatial and ser-
vice delivery component to improve the management 
of district level responsibilities and the strengthening 
of the development nodes of the municipalities, while 
ensuring the equitable development of the rural areas 
through service delivery. Implementation of the Devel-
opment Planning Shared Services can be seen as a 
milestone in improving development planning capacity 
in the district. 

Co-ordination of land reform and housing in line with 
service delivery is of prime importance. Environmental 
management and spatial co-ordination and integration 
of development are further components of the strategy 
to ensure integration and optimum organisational ca-
pacities.

The objectives of the District Municipality are:
1.	 To ensure the successful annual review of the 

District Municipality and the Local Municipalities’ 
IDP’s;

2.	 To coordinate and align all IDP’s and other role-
player involvement.

Annually, the uThungulu district prepares/reviews its 
IDP.

Apart from dealing with critical issues pertaining to pro-
ject identification, budgeting, land reform and housing, 
the IDP also contains an SDF (Spatial Development 
Framework) and other important issues as detailed in 
the remainder of this section: 
•	 From a land reform and housing perspective, the 

district is responsible for planning, coordination 
and alignment. The district’s responsibility for the 
provision of bulk infrastructure to housing projects 
specifically is very important.

•	 Land-Use planning aims to co-ordinate and man-
age all the land uses and their 	relationship to 
each other in order to protect natural resources 
and to create safe and liveable environments. In 
respect of land-use planning, the District Munici-
pality is responsible for the provision of the Land-
Use Management Framework, whilst the Local 	
Municipalities are responsible for the prepara-
tion of detailed Land Use Management Systems 
(LUMS).

•	 The bi-annual quality of life survey of the UDM pro-
vides the mechanism to monitor progress on key 
development projects and programmes as identi-
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fied in the IDP. The recent survey indicated an in-
crease in the number of stand pipes in uThungulu 
as well as an overall reduction in the dependency 
on natural water sources. This fact is confirmed by 
the WSDP that indicates that backlogs in water 
provision to an RDP standard have been reduced 
to 58.4% (as opposed to the 2001/2002 backlog 
percentage of 82%).

•	 Bi-annual Quality of Life Survey (Performance 
Evaluation): The objective of this project 	is to en-
sure that IDP Programmes and projects have an 
impact on the living conditions 	of the people of 
the district.

•	 Land Reform: Co-ordination and alignment of an 
effective process to guide Land Reform. The align-
ment of programmes and projects is a key objec-
tive.

•	 Housing: Liaison, co-ordination and alignment of 
an effective process to guide the development of 
housing projects and the preparation of a District 
Housing Plan.

Preparation of the IDP (2012/13 – 2016/17)
•	 The new Integrated Development Plan (IDP) (for 

financial years 2012/13 to 2016/17 has been pre-
pared as required by the Municipal Systems Act 
(Act 32 of 2000) Chapter 5, Section 25.

•	 The final draft IDP was advertised for comment 
for a period of 21 days for 
all interested and affected 
parties, after which it was 
submitted to Council for ap-
proval on 4 May 2011.

•	 The Final Draft IDP was 
adopted by Council in ac-
cordance with Resolution 
UDMC 479 on 20 June 
2012.

•	 The uThungulu SDF has 
been refined in order to im-
prove its credibility, to com-
ply with the Local Govern-
ment: Municipal Planning 
and Performance Manage-
ment Regulations (2001), 
ensure alignment with the 
SDF’s of the Local Munici-

palities and include the latest spatial trends.

SDF Refinement (2011/2012)
The recent reviews of the SDF’s by some of the Lo-
cal Municipalities indicated that a need exists to refine 
the uThungulu District Municipality’s SDF for alignment 
purposes and include new spatial trends.
The funding amounting to R 150 000 on the uThungulu 
2011/12 budget was utilized to improve the following 
components of the 2009 uThungulu SDF:
•	 Alignment with Local Municipal and surrounding 

District Municipal SDF’s.
•	 An Assessment of the issues to be addressed in 

the SDF review.
•	 Incorporation of a Capital Investment Framework.
•	 A review of the Land Use Management Frame-

work component of the SDF; and
•	 A review of the Implementation Plan of the SDF. 

Roadshows
Eleven (11) IDP/Budget roadshows were held between 
October 2011 to May 2012, involving a cross-functional 
team of our political leadership and officials from the 
various departments dealing with service delivery.

The purpose of the roadshows was to communicate 
uThungulu’s multi-year budget and Integrated Devel-
opment Plan to the communities it serves, with the 
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objective of achieving community participation in the 
budget and IDP. The roadshows also served to cre-
ate an awareness of the functions and powers of the 
district municipality and helped engender a culture of 
payment for services.

A cross-section of roleplayers, including ward com-
mittee members, councillors, community liaison offic-
ers and municipal officials attended each roadshow, 
with pre-publicity being done by means of broadcast 
messages on community station Radio Icora, adver-
tisements in the mainstream press and mobilization by 
ward Councillors. The roadshows received a tremen-
dously positive response from communities throughout 
the district. 

CORPORATE GOVERNANCE

Enterprise Risk Management, inclusive of Anti-
Fraud and Corruption Prevention.
The Office of the Auditor - General laid down the re-
quirement that a municipality’s Enterprise Risk Man-
agement Plan, incorporating the Fraud Prevention 
Strategy, should be reviewed annually. During the 
2010/11 financial year, the municipality duly undertook 
a review of its Enterprise Risk Management Strategy 
and Policy, inclusive of updating its Fraud Risk As-

sessment. It further undertook 
a control mapping exercise of 
all the prevalent risks facing 
uThungulu and in the spirit of 
“Good Governance” measures 
the municipality’s performance 
against the King III’s Code of 
Good Governance practices. 
The municipality also contracted 
with Messrs Whistle Blowers to 
independently manage a Fraud 
and Corruption Detection and 
Reporting Hotline with a unique 
toll-free number dedicated to 
uThungulu.

The Review of the Fraud Pre-
vention Strategy Report, the 
Risk Management Control Map-
ping Report and the Fraud Risk 

Management Control Mapping Report served before 
the Audit Committee, EXCO, Council and MPAC. In 
addition, an Enterprise Risk Management Steering 
Committee and Anti-Fraud and Corruption Prevention 
Steering Committee met quarterly to track and man-
age Enterprise Risks, IT Risks as well as Fraud Risks.

Funding has once again been provided in the budget 
for the 2012/13 financial year to conduct the Enterprise 
Risk, Fraud Risk as well as IT Risk Control Mapping 
Exercises for the new financial year to inform the An-
nual Internal Audit Plan and the work of the Steering 
Committees.

SECTION: SUPPLY CHAIN MANAGEMENT

The fifth update of the Supply Chain Management 
Policy was approved by Council (UDMC 158) on 17 
November 2011 and has since been implemented. It 
is in accordance with the Supply Chain Management 
Regulations pertaining to the Municipal Finance Man-
agement act.

Over the past years the processes of procuring goods 
and services for operational and capital requirements 
has evolved into a scientific architecture governed by 
legislation, ensuring that all municipal procurement is 
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carried out in a manner which is fair, transparent, cost effective, competitive, and considers the organisation’s finan-
cial and social responsibilities.

The journey to achieving the goals of National Treasury and compliance with National and Provincial Government 
legislation could be considered to be highly regulated, however we have been successful in the formation of a sup-
ply chain management policy and the implementation thereof. This financial year also saw the promulgation of the 
Preferential Procurement Regulations, 2011.

The tables below depict the volume of supply chain management transactions processed during the financial year. 
The graphs show the trends during the Financial Year.

Direct Purchased Orders Processed:
ORDER COUNT TOTAL VALUE PREVIOUS VALUE DIFFERENCE

2434 R129 563 332.56 R24 863 969.63 10 4699 362.93

Stock Purchase Orders Processed:
ORDER COUNT TOTAL VALUE PREVIOUS VALUE DIFFERENCE

142 R3 361 849.13 R3 155 691.03 R 206 158.10

Total Purchase Orders Processed:
ORDER COUNT TOTAL VALUE PREVIOUS VALUE DIFFERENCE

2576 R132 925 181.69 R 28 019 660.66 R 104 905 521.69

DEVIATIONS

In terms of section 36 of the SCM regulations, the municipality is allowed to deviate from normal process of Supply 
Chain. During the financial year there were 382 deviations processed to the value of R14,216,975.81. The trend 
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analysis for deviations during the year was as follows:

SCM Database

In ensuring that we have an adequate pool of suppliers to approach, and so as to ensure that we are able to at-
tain the best available pricing and quality, we have created a database of service providers. This database permits 

potential suppliers to register with Council so they thereafter may be 
eligible for future transactions with us. 

The database also serves to attract small and emerging enterprises. 
The fully operational database now affords the opportunity to seek quo-
tations from registered suppliers through the mechanism of advanced 
information technology and systems which has eliminated the human 
factor in most instances, thus mitigating risks associated with prejudi-
cial procurement practices.

Stores

The District has four fully functional stores strategically located so as 
to be able to provide stock material without logistical delays. Periodic 
stock counts have reaffirmed the commitment by the staff manning 
these stores in that our losses for the past years have been negligible.

The following is a summary of stock holding and movements at all four 
stores under the control of the uThungulu District Municipality during 
the 2011/2012 financial year.

STORE OPENING BALANCE CLOSING BALANCE MOVEMENT

Empangeni Store R1 382 758.09 R1 120 925.02 R   261 833.07

Mthonjaneni Store R   96 250.12 R  105 668.05 -R        9 417.93

Umlalazi Store R5 241 007.85 R 4 552 263.13 R   688 744.72

Uthungulu Store R   97 959.93 R   79 756.47 R    18 203.46
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Stock Received:
STORE 2011/2012 2010/2011 DIFFERENCE

Empangeni Store R2 229 800.30 R2 196 457.53 R   33 342.00

Mthonjaneni Store R  57 430.77 R     42 313.75 R    15 117.02

Umlalazi Store R 779 946.63 R   499 135.75 R  280 810.88

Uthungulu Store R  37 495.06 R     61 455.00 R    23 959.94

Tenders

Bid Adjudication
The Supply Chain Management (SCM) Policy, processes and practices at the uThungulu District Municipality are 
strictly run in accordance with the legislative provisions of the Municipal Finance Management Act, Act No 53 of 
2003.

In order to ensure that all tenders are awarded in a free, fair and transparent manner, three committees are opera-
tional at uThungulu District Municipality, namely the Bid Specifications Committee (BSC), the Bid Evaluation Com-
mittee (BEC) and the Bid Adjudication Committee (BAC).

The Bid Adjudication Committee (BAC) was chaired by the Deputy Municipal Manager and adjudicated all tenders 
up to a value of R10 million. Tenders in excess of R10 million are also considered by the BAC, with a recommenda-
tion to the Municipal Manager, who ultimately makes the appointment.

The BAC held ordinary meetings on a two-weekly basis during the 2011/12 financial year, with an allowance for 
additional special meetings when required during alternate weeks, to consider tenders and matters forthcoming 
from the BEC. All tenders were successfully dealt with and all appointments made within the timeframes specified.
In compliance with the reporting provisions, the BAC submitted regular reports to uThungulu EXCO and Council, as 
well as National Treasury on tenders adjudicated.

As stipulated in the SCM policy any procurement in excess of R 200 000.00 (incl Vat) must be done through a com-
petitive bidding process. In the year under review we have successfully awarded 54 tenders. The tender process 
is a collective effort by not only the dedicated specialists of the SCM unit but also by the committed officials of this 
Council who represent the BSC, BEC and the BAC. The bid committee hold meetings weekly. 
The number of meetings held during the year were as follows:
•	 BSC meetings - 18
•	 BEC meetings - 48
•	 BAC meetings - 23

The number of tenders that were awarded during the financial year was 36, of which 11 were rates based tender 
and 25 were rand value tenders. The total value of tenders awarded was R213,977,777.84. 
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The graphic trend analysis of awarded tenders during the year was as follows:

Following is a list of the top ten tenders awarded:
DATE OF 
APPROVAL

TENDER NO DESCRIPTION TENDERER
AMOUNT

(INCL. VAT)

29-03-2012 UDM/MIG/23/2011 Upgrading of Bulk Water Supply and Reticulation 
to Kwahlokohloko SSA1 Phase 1A: Construction 
of 5.8km of ND900 Pipeline

Esor Franki Pipeline Pty 
LTD

R50 686 005.72

19-01-2012 UDM/MIG/16/2011 Tender for Greater Mthonjaneni Sub Supply 
Area 5: Construction of Bulk Water Pipeline 
and Concrete Reservoirs from Maqweha to 
Maphukanqola Area

Sanyati Civil Engineering 
& Construction (Pty) Ltd

R29 970 000.00

08-09-2011 UDM/MIG/01/2011 Tender for Mhlana Somopho Water Supply 
Scheme Phase 3C, Portion 1-Construction of 
Bulk Water Pipeline, Reservoir and Pumpstation 
to Mbonambi Reservoirs

Messrs Leomat 
Construction (Pty) Ltd

R26 335 34.18

31-05-2012 UDM/MIG/25/2011 Tender for the Construction of Bulk Water 
Pipelines, Reservoirs and Pump Stations for 
Mbonambi Water Projects Phase 2

ICON Construction R24 202 200.00

19-01-2012 UDM/MIG/15/2011 Tender for Greater Mthonjaneni Sub Supply 
Area 4: Construction of Bulk Water Pipeline and 
Concrete Reservoirs from Nomponjwana to 
Maqweha Area 

Shula Construction CC R22 993 775.01

25-11-2011 UDM/MIG 20/2011 Tender for Kwahlokohloko SSA 5: Phase 1 - Bulk: 
Section 01: Reservoir and Pump Station (Civil 
and Building Works)

Sinethemba Construction R12 985 718.75

19-01-2012 UDM/MIG/22/2011 Tender for the Middledrift Water Treatment Works: 
Mechanical and Electrical Installation 

Klomac Engineering CC R 9 657 458.84

29-09-2011 UDM/MIG/18/2011 Tender for the Completion of Greater Mthonjaneni 
Water Supply Phase 2A & 2B: Construction of 
Bulk Water Pipelines from Zimela to Ndundulu

Sanyati Civil Engineering 
& Construction (Pty) Ltd

R 6 600 000.20

15.03.2012 UDM/MIG/17/2011 Tender for the Mpongose Bulk Water Supply 
Project: Upgrade of Bulk Pipeline (350mm DIA) 
from Reservoir K4 to K5.

Dixie Bay Trading 2 CC 
T/A Bethlice Projects & 
Development Facilitation

R 6 086 058.72

23-02-2012 UDM/MIG/21/2011 Tender for the Construction of the KwaHlokohloko 
SSA5: Phase 1- Bulk: Section 02: Reservoirs and 
Rising 

Vula Indlela Construction 
CC

R6 000 058. 82
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SECTION: Legal Services Unit

The role of the Legal Services Unit is to manage the 
provision of a comprehensive, efficient and effective 
legal service to the municipality, to safeguard the mu-
nicipality’s interests in all legally related matters and to 
ensure that all the municipality’s operations are con-
ducted within the parameters of applicable legislation.
Legal Services provides various legal opinions to the 
municipality, ensuring that informed decisions are tak-
en to safeguard the municipality against legal actions. 
The section is involved in the drafting and vetting of 
various agreements which the municipality concludes 
from time to time to enhance the protection of the inter-
ests of the municipality. 

We have a standard service level agreement in place 
which also ensures that the municipality’s legal inter-
ests are protected in its contractual engagements with 
various service providers.

The Legal Services Unit conducts ongoing research to 

advise the municipality on the latest developments in 
the legal space. In this regard Legal Services present-
ed to the management team and the Executive Com-
mittee the implications of amendments effected in the 
Municipal Systems Act of 2000 ( Act No. 32 of 2000) 
in terms of the Amendment Act No. 7 of 2011 which 
became law on 5 July 2011.

This resulted in the development of a policy which 
deals solely with the recruitment of a municipal man-
ager and managers directly accountable to the Munici-
pal Manager. 

The Legal Services Unit plays a vital role in the drafting 
and the ongoing review of by-laws and attends to legal 
formalities in respect of the promulgation of same.
A call for tenders for the appointment of a panel of at-
torneys to provide legal services to the organization 
was advertised. The process of evaluation and ad-
judication is currently underway and will be finalized 
shortly.
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OFFICE OF THE MUNICIPAL MANAGER

Departmental Vision, Mission and Core Values

Vision
“A municipal manager’s office that promotes an eco-
nomically sound district with effective infrastructure 
and a district that empowers people, protects the envi-
ronment and demonstrates leadership excellence.”

Mission
To develop and maintain effective and efficient mana-
gerial processes and practices to ensure the creation 
of a prosperous district by:
•	 Managing the provision of a high standard of es-

sential basic services;
•	 Ensuring management practices that support sus-

tainable local economic development;
•	 Promoting the encouragement of community par-

ticipation in service delivery projects.

CORE VALUES
•	 To promote the value of integrity among officials;
•	 To promote transparency in the way that the mu-

nicipality conducts its business;
•	 To foster a culture of commitment in respect of 

service delivery within the municipality’s servicing 
area;

•	 To ensure a spirit of cooperation within the mu-
nicipality, among municipalities within the district, 
with other districts as well as with provincial and 
national spheres;

•	 To promote a culture of innovation in the carry-
ing out of functions and delivery of services to 
the communities within the servicing area of the 
district.

The office of the Municipal Manager consists of the 
following offices:
•	 Municipal Manager
•	 Deputy Municipal Manager
•	 Public Relations Manager
•	 Planning and Development Services
•	 Legal Services

 Chapter 3: Service Delivery Performance

Municipal Manager
MH Nkosi
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Municipal Manager

He is the Accountable Officer, in terms of prevailing 
local government legislation and responsible as Chief 
Executive Officer for the effective and efficient opera-
tions of the uThungulu District Municipality as an insti-
tution.

It is the responsibility of the Municipal Manager as “Ac-
countable Officer” to:
•	 Promote sound financial management throughout 

the municipality;
•	 Be responsible for all income and expenditure, all 

assets and the discharge of all liabilities;
•	 Ensure compliance with the Municipal Finance 

Management Act (MFMA) No. 56 of 2003;
•	 Prevent fruitless and wasteful expenditure;
•	 Disclose all information on debts
•	 Ensure the development and implementation of 

the Integrated Development Plan (IDP), which 
consists of five development strategies upon 
which the annual budget is based.

•	 Ensure the further development and implemen-
tation of a Performance Management System to 
measure service delivery in terms of performance 
indicators of each Key Performance Area (KPA) 
under the following programmes:

Economically Sound District - Local Economic 
Development, Local Tourism Development, Agri-
cultural Development and Business and SMME 
Development.

Effective Infrastructure – Internal Fixed Assets 
and Buildings, Potable water, waste water and 
sanitation, Water Service Authority and Planning, 
Energy, Regional Solid Waste, Regional Cemeter-
ies and Crematoria, Municipal Roads and Public 
Transport Services, Municipal Airports, Municipal 
Public Works and Telecommunication and Tech-
nology.

People Empowerment – Internal Fixed Assets 
and Buildings, Municipal health, Education, Train-
ing and Capacity Building, Safety and Security, 
Community Services, Facilities and Actions, Dis-
aster Management, Fire Fighting, Poverty Allevia-

tion, Marginalized Groups and HIV/Aids.

Integrated Environment – Internal Fixed Assets 
and Buildings, Integrated Development Planning, 
Land Reform, Housing, Environmental Manage-
ment and Planning Shared Services.
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Leadership Excellence – Internal Fixed Assets 
and Buildings, Financial Control, Management 
Services, Administrative Services, Public Rela-
tions and Communications, Special Projects and 
Performance Management Programme.

The Municipal Manager is also responsible for the fol-
lowing strategic portfolios:
•	 Co-ordination of Operational Activities within uT-

hungulu District Municipality;
•	 Compliance with the provisions of the Municipal 

Finance Management Act (MFMA);
•	 The promotion of Intergovernmental Relations.

SECTION: Public Relations

The Public Relations Section concentrated the major-
ity of its focus on the promotion of community activities 
during the past financial year, facilitating a large num-
ber of community events, handovers to needy house-
holds in rural areas and organizing of roadshows.

The Public Relations Manager is responsible for the 
following:
•	 To promote community participation in local gov-

ernment;
•	 To promote synergies with the private and public 

sector to market the district;
•	 To improve the municipality’s public image by 

communicating in a transparent, effective and pro-
active manner;

•	 Batho Pele
•	 Intergovernmental Relations
•	 District Communications Forum

The section also organized two rounds of roadshows 
to the six local municipalities to communicate the dis-
trict’s IDP and 2011/2012 budget process respectively, 
as well as various events to commemorate landmark 
projects. 

One such event was the official opening of the KwaB-
ulawayo Cultural Centre at Bhekeshowe in uMlalazi 
Municipality in December 2011. The event was graced 
by his Majesty, King Goodwill Zwelithini kaBhekuzulu.

Through the District Communications Forum, the dis-
trict is able to liaise with and capacitate the communi-
cations and public relations staff of the local munici-
palities and provincial government departments. The 
DCF was formed as part of a national communications 
strategy to ensure co-ordination of an integrated and 
coherent system of government communication from 
the national to the provincial sphere.

It ensures that communication messages and informa-
tion reach all government spheres as well as create an 
effective interface of communicators from all spheres. 

The municipal communications 
programme is therefore being 
co-ordinated and synergised 
with provincial and national pro-
grammes.

Communication Tools:
A number of different communi-
cation tools were used to promote 
the uThungulu District Municipal-
ity in the public arena as part of 
the 2011/2012 communications 
strategy.

Media liaison
An enormous amount of free 
media publicity was generated 
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through the publica-
tion of press releas-
es to help promote 
an understanding 
of uThungulu’s core 
business amongst 
its stakeholders. 
A variety of differ-
ent publications 
and newspapers 
carried articles on 
Council initiatives 
and events through-
out the year.  They 
included local, 
provincial and na-
tional print media, 
radio and television 
broadcasts. 

Radio slots
The municipality also paid for bi-monthly, five-minute 
slots on Radio Ukhozi to talk about matters relating to 
the Integrated Development Plan and events of interest 
to our communities. Snap surveys at the roadshows 
showed that the majority of people in the deep rural 
areas had heard about them on Radio Ukhozi. Radio 
is by far the most effective means of communicating 
with these remote areas as the residents do not have 
access to newspapers.

Service Commitment Charter
A Service Commitment Charter is published annually in 
English and Zulu, and distributed at all our roadshows. 
Copies are also made available at all uThungulu of-
fices. The Charter contains general information about 
the municipality and commits us to a certain level of 
service. It also details the Key Performance Areas as 
contained in our departmental Integrated Action Plans. 
In addition to this we also include critical information on 
Batho Pele, our water services, access to water, billing 
services, our Indigent Policy, Disaster Management 
and other community services. The booklet is a vital 
tool that the community can keep with them containing 
toll free contact numbers for water queries and disaster 
reporting.

Izindaba Ezimtoti
Our monthly external newsletter Izindaba Ezimtoti has 
proven to be an invaluable communication tool, con-
taining interesting articles and dynamic photographs 
in English and Zulu, depicting events, activities and 
information relating to the district.
A total of 15 000 copies of the Ezimtoti are printed each 
month and distributed to businesses in Empangeni, 
Richards Bay, Kwambonambi, Mtunzini, Eshowe and 
Melmoth, as well as the nine libraries in the district and 
to the offices of the six local municipalities. The three-
year tender for the design, printing and distribution of 
the newsletters was awarded to Indumandumani Trad-
ing for the period ending 30 June 2014.

Ezisematheni
A monthly staff newsletter, the Ezisematheni is dis-
tributed internally to all employees of the municipality, 
carrying staff news and policies. The newsletter is both 
informative and fun, using an informal approach that 
aims to provide light reading for the staff.

uThungulu website
The uThungulu website was revamped to bring it more 
in line with the style of provincial government depart-
ments, to allow for easier navigation and to enhance 
the content.
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OFFICE OF THE DEPUTY MUNICIPAL 
MANAGER 

Overview 
For the 2011/12 financial year, the office of the Deputy 
Municipal Manager took responsibility for the following 
Strategic Key Performance Areas (KPA’s):
•	 Heading the Department of Planning and Devel-

opment;
•	 Strategic and Integrated Development Planning;
•	 Local Economic Development (LED);
•	 Organisational Performance Measurement Sys-

tem (OPMS) and individual Performance Meas-
urement System (IPMS) for Section 56 Managers;

•	 Bid Adjudication;
•	 Shared Services for Development Planning;
•	 Enterprise Risk Management (ERM) inclusive of 

Anti-Fraud and Corruption Prevention.

Strategic and Integrated Development Planning 
(IDP)
The 2010/111 financial year saw the compilation pro-
cess of a new 5-year IDP for the period 1 July 2012 to 
30 June 2017.

The compilation process took into consideration the 
Vision, Mission and the 11 Key Strategies which in es-
sence are the 11 building blocks of the IDP. These 11 
Key Strategies also strongly resemble the Key Perfor-
mance Areas of National Government as well as the 
Key Performance Areas of the KwaZulu-Natal Provin-
cial Government

The 11 Key Strategies in terms of the 5 year IDP are:
1.	 Municipal Transformation and Organisational De-

velopment.
2.	 Municipal Financial Viability and Management.
3.	 Good Governance and Public Participation.
4.	 Infrastructure Development and Service Delivery.
5.	 Basic Services Provision.
6.	 Local Economic Development.
7.	 Sustainable Human Settlement & Land Manage-

ment.
8.	 Human Resource Development.
9.	 Rural Development & food security.
10.	 Community Development & Social Services.

Deputy Municipal Manager
Danie Lubbe
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11.	 Environmental & Resource Management.

The compilation process required the consideration of 
all programmes and participating projects in the five-
year IDP through community and stakeholder partici-
pation. One-on-one alignment meetings were held with 
national and provincial government departments, para-
statals and service utilities. Stakeholder and alignment 
meetings were also held with all local municipalities 
within the uThungulu family of municipalities as well as 
neighbouring district municipalities on cross-boundary 
issues. A very successful Annual Growth and Develop-
ment Summit, a Local Economic Development Summit 
and an Agricultural Summit were also held as part of 
the IDP Review Programme.

The municipality once again embarked on an aggres-
sive IDP Roadshow campaign throughout the district 
where twice during the financial year, communities in 
the six participating municipalities were visited, the first 
round scheduled prior to the compilation of the new 
5-year IDP in order to receive input into the process 
and the second round after compilation of the IDP Re-
view and aligned Budget, to inform communities on the 
outcome.

All legislative requirements and timeframes in respect 
of the IDP Process and Framework plan, IDP Road-
map and the finalisation, adoption and submission of 
the new 5-year IDP was successfully complied with, 
and the final IDP Review was submitted to the KZN 
COGTA well before the deadline of 10 June 2011.

For the sixth year in succession uThungulu was ranked 
among the top municipalities in KZN in receiving a 
credibility rating in respect of its IDP as a result of the 
annual IDP assessments carried out by an assess-
ment panel consisting of representatives from Nation-
al, Provincial and Local Government. The MEC of KZN 
COGTA awarded the district a Certificate of Recogni-
tion for consistently remaining for five years among the 
top IDP achievers within the KZN Province.

Local Economic Development (LED)
The primary aim with uThungulu Local Economic 
Development initiatives is to create an environment 
which is conducive to economic development. uThun-

gulu’s entire budget is therefore aimed at stimulating 
the economy, but over and above that, the strategy 
“Economically Sound District” focuses specific inter-
ventions towards developing and stimulating the local 
economy in the Tourism, Agriculture and Business & 
Industry Sectors.

We know from our LED Strategy Plan, that five of our 
six local municipalities have Agriculture as the domi-
nant sector followed by Tourism. Only the City of uM-
hlathuze, the economic hub of the district, has Busi-
ness and Industry as the primary sector, also followed 
by Tourism. A Local Economic Development Indaba 
was scheduled early in the year.

A very successful Annual Growth and Development 
Summit was held for the sixth year in succession with 
participation from National, Provincial, District and lo-
cal stakeholders representing the Public and Private 
Sectors. Responsible roleplayers reported progress 
on critical issues contained in action plans from the 
previous financial year summit. The Economic Survey 
results and findings as conducted by the Economic 
Research Unit of the University of KwaZulu-Natal, 
were again released at the summit and interrogated 
by participants.

The 2011/12 financial year saw the implementation 
phase of a number of LED Sector plans reviewed in 
the previous financial year, namely the Tourism Master 
Plan, the Public Transport Plan, the SMME Support 
Strategy as well as the Tourism Institutional Frame-
work. 

The review of the Agricultural Sector Plan was finalized 
and an extensive list of strategies, programmes and 
projects for implementation was compiled and submit-
ted to Council for approval. This was followed by an 
Agricultural Indaba over two days from which, it must 
be said, the biggest flagship project for uThungulu in 
agriculture emerged, namely the Fresh Produce Mar-
ket, with its main aim to empower emerging farmers 
to transform their farms to business entities to provide 
fresh produce to a Fresh Produce Market to be estab-
lished within uThungulu.

uThungulu Tourism once again exhibited at the In-
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ternational Tourism Shows in South Africa of which 
a highlight on the calendar was the International In-
daba in Durban, and substantial funding was invested 
in Tourism Marketing and Publicity Material to market 
the unique tourism attractions within our district. The 
following Tourism Sectors received extensive attention: 
Cruise Ship Tourism; R66 Route Development (Birding 
Route); Township Tourism, Contemporary and Authen-
tic African Cultural Tourism, Great Forests of Zululand 
Experience, Adventure Tourism and Promotion of 
Tourism Events.

A Mobile Welcoming Unit for Passenger Liners docking 
at the Port of Richards Bay was maintained, as the Port 
of Richards Bay is continuingly seeing more and more 
passenger liners arriving on our district’s doorstep. uT-
thungulu also maintained the Boardwalk Inkwazi Infor-
mation Hub which also functions as a Tourism Edu-
cation Info Hub. An E-Marketing Electronic Newsletter 
was also distributed to roleplayers and stakeholders 
within the Tourism Sector. The District Tourism Forum 
met quarterly to exchange and update roleplayers in 
the industry on matters of mutual interest.

The municipality successfully participated in the Pro-
vincial Corridor Development Fund to the value of 
R12,250 million towards co-funding of projects within 
the district over a multi year period. These unique pro-
jects are all aimed at fostering the development of the 
Ethekwini- Kwa-Dukuza -uMhlathuze Development 
Corridor. The following projects were successfully pro-
gressed with in terms of the second year of funding:
•	 Kwabulawayo Tourism Development Establish-

ment;
•	 R66 Heritage Route Establishment;
•	 uThungulu Film Office Establishment;
•	 uThungulu Fresh Produce Market establishment.

Shared Services for Development Planning
The Deputy Municipal Manager strategically manages 
and facilitates the development, implementation and 
maintaining of Development Planning Shared Ser-
vices within the district family of municipalities. The 
Shared Services concept relates to those functions 
being shared by municipalities on a cost beneficial ba-
sis and provides for a number of scenarios in terms of 
the sharing of services i.e. between districts, between 

districts and its local municipalities, which can be all 
or some, dependant on the function and need of mu-
nicipalities, or between two or more local municipali-
ties. This function of sharing specifically relates to the 
sharing of the development planning function in order 
to assist municipalities to optimally perform within the 
framework of the Planning Development Act (PDA).

uThungulu District and the local municipalities of Mfolo-
zi, Ntambanana, Mthonjaneni, and Nkandla participate 
in the shared services model. The municipalities of 
uMhlathuze and uMlalazi chose not to participate. The 
Shared Services Model sees the sharing of planning 
capacity and resources within the district.

The following District-Wide Planning Shared Services 
as per year 3 of a 5 year agreement, were rendered 
during the 2010/11 financial year within the uThungulu 
District:
1.	 Strategic Municipal Planning (IDP)
2.	 Municipal Performance Management;
3.	 Municipal Spatial Planning which includes:

•	 Statutory Applications;
•	 Spatial Development;
•	 Land Use management.

4.	 Development Administration which includes:
•	 Land Development approvals in terms of the 

DFA;
•	 Land Development approvals in terms of 

the ordinance (subdivisions and removal of 
restrictions), which ordinance is replaced by 
the new Planning Development Act.

5.	 Spatially Referenced Info (GIS Base)

Even though the position of the Chief Planner Shared 
Services was vacant for the year under review, the 
UThungulu District-wide Planning Shared Services 
centre was operational, with the Chief Planner for the 
uThungulu District overseeing the development plan-
ning function between the district and its local munici-
palities. Planning Development Act and Environmental 
Management training initiatives were also undertaken 
for all municipalities within our district. 

DEPARTMENT: Planning and Development
The Planning and Development Section falls directly 
under the control of the Deputy Municipal Manager 
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and has the fol-
lowing focus ar-
eas in line with 
the functions of 
the District Mu-
nicipality, and 
relates to the 
Strategies of 
Creating an Eco-
nomically Sound 
District as well 
as an Integrated 
Environment:

Economically 
Sound District 
- Summary of 
functions
•	 Local Eco-

nomic De-
velopment
•	 P l a n -

n i n g , 
coordination and development of district stra-
tegic opportunities in line with LED Strategy

•	 Local Tourism Development 
•	 Local Tourism for the district

•	 Agricultural Development
•	 Planning, coordination and development of 

district strategic opportunities in line with 
LED Strategy

•	 •	 Business & Industrial Development
•	 Planning, coordination and development of 

district strategic opportunities in line with 
LED Strategy

Integrated Environment - Summary of functions
•	 Integrated Development Planning

•	 Coordination and alignment of IDP’s in line 
with legislation, and operation of Develop-
ment Planning Shared Services.

•	 Land Reform Planning, Co-ordination & Alignment
•	 Housing Planning, Co-ordination & alignment
•	 Environmental Planning, coordination and de-

velopment of district initiatives, including coastal 
management

Overall Strategic Objectives:
The overall strategic objectives of the section are to:
•	 Facilitate and manage the development and on-

going enhancement of strategy, policies and pro-
cesses pertaining to Local Economic Develop-
ment,

•	 Local Tourism Development, Agricultural Develop-
ment, Business and Industrial Development within 
the context of the IDP;

•	 Facilitate and manage the development and on-
going enhancement of strategy, policies and pro-
cesses pertaining to Spatial and Development

•	 Planning, Development Planning Shared Ser-
vices, Environmental Management and Integrated 
Transport Planning within the context of the IDP.

The functions of the Section relate to the following ar-
eas, and will be elaborated on per area:
•	 Economic Development and Tourism; and
•	 Development Planning and Environment Planning

ECONOMIC DEVELOPMENT AND TOURISM

Local Economic Development (LED)
The aim is to establish economic growth and develop-
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ment in all economic sectors with a particular focus on 
agriculture, tourism and trade and industry (SMME), 
whilst contributing to poverty alleviation in the district. 
The district will aim to identify and develop LED op-
portunities based on the functions of the municipality. 
Local Economic Development is informed by the Inte-
grated Development Plan. IDP and LED fall strategi-
cally within the Deputy Municipal Manager’s Office.

Everything that a municipality does and is involved in 
can be seen as LED, where a municipality should fulfill 
its Constitutional mandate by creating an enabling en-
vironment which is conducive towards local economic 
development, as healthy and sustainable economic 
development relates strongly with the development of 
much-needed infrastructure and effective payment for 
Municipal Services.

uThungulu has its own dedicated budget towards LED 
programmes and projects in terms of its IDP under the 
heading “Economically Sound District”, whereby the 
district endeavours to support and supplement LED 
initiatives within the participating local municipalities.

Local Economic Development
The three main pillars of the economy in the uThun-
gulu region are: Agriculture, Tourism, Business and 
Industry. Five of the six Local Municipalities in uT-

hungulu District Municipality have agriculture as the 
predominant sector, followed by Tourism. It is only in 
the uMhlathuze Local Municipality (Richards Bay/ 
Empangeni) where business and industry is predomi-
nant, followed by Tourism. In accordance with this, the 
necessary attention is given to each sector within the 
district’s IDP within each of the six Local Municipalities.

The following inititiatives have been implemented as 
part of this programme:
-- Review of LED Framework - a tender has been 

advertised for a Review of the Framework, entit-
iled: Towards a Green Economy

-- The municipality’s investment profile has been 
advertised in the KZN Business Directory

-- Implementation of SMME Sector Development 
Plan: The objective of this project is to provide 
support to the development of SMME’s and the 
informal sector with specific reference to training 
and coordination of efforts by support providers.

The SMME Support Programme comprised of the fol-
lowing:
•	 Database & profiling
•	 SMME Support Services Brochure
•	 SMME Fair and Exhibition
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Agriculture:
Review of Agricultural Development Plan
The uThungulu District Municipality adopted the re-
view of the 2003 Agricultural Development Plan, being 
a sector plan of the uThungulu IDP. The 2011 review of 
the 2003 uThungulu Agricultural Development resulted 
in the following deliverables:
•	 Status Quo Analysis.
•	 Vision.
•	 Objectives and Strategies. 
•	 Programmes with associated Projects.

Business Plans for the following top 5 prioritized pro-
jects for implementation has been prepared:
1.	 Institutional Framework for the District;
2.	 Turnaround for Land Reform;
3.	 Ingonyama Trust: Developing Productive Land;
4.	 Climate Smart, Environmentally Sustainable Ag-

riculture;
5.	 Logistics: Inputs, Processing and Marketing.

uThungulu Fresh Produce Market
uThungulu District Municipality held its Agricultural 
Summit on 14 and15 October 2011, to launch the con-
cept of an uThungulu Fresh Produce Market with vari-
ous resolutions taken at the summit.

At a meeting held by the Executive Committee on 08 
November 2011, it was resolved in accordance with 
Resolution UDME: 166A that:

“1. 	 The Committee commended the respective of-
ficials, who compiled the resolutions taken 	
at the summit,

2.	 The Acting Municipal Manager to appoint and 
delegate a Senior Official to implement the 	
resolutions as taken at the Agricultural Summit.”

The uThungulu Fresh Produce Market will consist of 2 
components, being;
1.	 The Fresh Produce Market Facility; and
2.	 Market Gardens supplying fresh produce to the 

market.

Agriculture Facilitation and Support
Various agricultural initiatives had been supported and 
facilitated, such as support to the Nkandla Essential 

Oils and outgrowers project and the Groundnut Project 
in uMlalazi Local Municipality.

Tourism
Tourism is one of the main contributors to Local Eco-
nomic Development in the country as well as the dis-
trict. It has a major enabling effect in terms of employ-
ment generation and attraction of funding to the area. 
As a function of the district municipality, a number of 
projects and initiatives are being implemented as part 
of tourism development:

Management of the uThungulu Tourism Develop-
ment Office
This includes an awareness programme, marketing 
shows, marketing tools, media marketing, tourism 
product development, rural tourism development, Her-
itage, Cruise tourism and the Zulu Coast Film office

Review of the uThungulu District Municipality 
Tourism Master Plan
The goal of the project was to revisit the existing Tour-
ism Development Plan, measuring successes and 
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failures and formulating a revised Focused Tourism 
Master Plan for the uThungulu District that will realign 
Tourism Development and marketing with the latest 
tourism trends and developments as well as future 
predictions. The Master Plan has been duly completed 
and adopted.

The Tourism Master Plan Review for uThungulu Dis-
trict Municipality is an outcome of extensive research 
undertaken in the context of current relevant tourism 
policy and legislation on the current state of tourism 
in the district as well as a critical assessment of the 
tourism strategies highlighted in the 2003 Tourism 
Master Plan. The 2003 Tourism Master Plan had be-
come outdated and certain strategies identified in the 
earlier master plan are no longer applicable to the post 
2010 period. In order to guide tourism development in 
uThungulu District for the next five to ten years, leading 
up to and beyond the 2010 Soccer World Cup, a new 
vision for developing tourism in the district is articu-
lated in the updated master plan.

Marketing Shows
Tourism KZN, on an annual basis attends various 
tourism consumer shows which is paid for by Tourism 
KZN.  The district municipalities are invited to attend 

the shows at their own cost.  Each district is given a 
branded area on the stand. 

The uThungulu District Municipality participated at the 
following shows:

•	 DSTV Getaway Show
•	 Soweto Festival 
•	 Beeld Holiday Show 
•	 Tourism INDABA Durban

The Tourism INDABA is South Africa’s flagship travel 
trade show, with over 13,000 visitors from across the 
world who attended from 12 – 15 May 2012 at the Al-
bert Luthuli ICC in Durban.  The Tourism Section se-
cured 27 square meters of space at the exhibition.  The 
stand was managed by the tourism officials.  
All local municipalities within the district were invited 
and tourism officials and interns from uMhlathuze, uM-
lalazi, Nkandla, Mthonjaneni and Ntambanana Munici-
palities attended. Members from the Zululand Birding 
Route and Route 66 were also in attendance.
E-Newsletter 
A newsletter is a custom publication that allows any 
business to stay in touch with its target audience, and 
it is for this reason that a newsletter can benefit a com-
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pany by distinguishing it. Thousands of companies and 
businesses worldwide benefit from the use of a news-
letter as part of their marketing and communications 
strategies, as a focused newsletter has been proven to 
be a valuable tool. The arrival of the internet and email 
has made the sending of traditional print newsletters a 
thing of the past.

The Tourism Section has an ongoing electronic news-
letter which is produced every 6 weeks. 

Currently there are over 500 stakeholders on the mail-
ing list; the newsletter is also distributed internally to 
staff. 

The newsletter is being utilized to:
•	 Create awareness of projects of the tourism sec-

tion within UDM,
•	 Inform stakeholders and the public of the projects, 

programmes, latest tourism trends and develop-
ments.

•	 The newsletter will also develop as a communi-
cation medium between public and private stake-
holders and finally act as a measurement unit to 

measure tourism interest in uThungulu District as 
a whole.  

•	 This modern medium of advertising and commu-
nicating with stakeholders has put the uThungulu 
Tourism Division on the map with regards to me-
dia advertising and the leader in the province to 
take up such an initiative. 

Media Marketing 
By advertising in magazines, you can reach your target 
audience, educate them about your products or ser-
vices, and move them closer to making a purchase.
Another frequently overlooked upside of magazine 
advertising is that unlike other advertising mediums, 
magazines make it easy for you to target specific mar-
ket demographics. Most magazines have a very specif-
ic readership based on factors such as interests, age, 
and gender. By leveraging readership demographics, 
you instantly ensure that your message is being seen 
by the right people - the ones most likely to buy your 
product.

Adverts were placed in the Woza Zululand, and a 
monthly supplement in the Baywatch - “Tourism on 
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your Doorstep” .

Coverage of the area was included in the Zululand Fe-
ver and KZN Routes. 

Adventure Tourism 
In recent years, adventure tourism has been one of 
the fastest-growing tourism markets worldwide. South 
Africa has become recognized as an adventure tour-
ism destination.  During 2009, South Africa was ranked 
fourth in a list of top ten destinations in the world by iEx-
plore.com, best Adventure Travel website by Forbes.

The uThungulu/Zululand region is an experience and 
product rich destination and perfectly positioned to at-
tract the adventure hungry tourist. 	

A booklet highlighting the activities available in the re-
gion was produced with this in mind. 

District Tourism Forum
The establishment of this body is as per the Regula-
tions from the Local Government: Municipal Structures 
Act 1998 whereby District Municipalities in terms of 
Powers and Functions are responsible for the promo-
tion of Local Tourism for the area of the District Mu-
nicipality.

The Kwazulu-Natal Tourism Act requires that District 

Municipalities to establish Tourism 
Forums within their areas of jurisdic-
tion to align with provincial structures 
and improve lines of communication 
in the tourism sector.

The aim of the Forum is to act as a 
co-ordinating, participating platform 
which ensures coordinated tourism 
development and marketing strate-
gies in the uThungulu District Mu-
nicipal servicing area.

The objective is to create and or-
ganize a District Tourism Forum 
with common objectives, roles and 
responsibilities that will ensure that 
standards and principles are fol-
lowed and implemented throughout 

the Tourism sector.

Development of the R66 Heritage Route
The uThungulu District Municipality Tourism Develop-
ment Plan identified the development of the R66 as 
one of the priority projects for the District.  The Route is 
located along the R66 from the junction of the N2 and 
R102 at Gingindlovu to eMakhosini.	
	
This project received funding from the Corridor Devel-
opment Programme.

Progress on the projects has been made on stakehold-
er interaction, research and investigations.  Three trips 
with various key role-players such as Amafa, TKZN, 
Zululand District Municipality and others, has been 
made.  

Projects completed:
•	 The R66 participation at 2012 Indaba 
•	 Printing of R66 Map and folder
•	 Upgrading of Fort Nongqayi  (repainting, interpre-

tive signage and     floodlights);
•	 Upgrade of road to Maqhamusela heritage site;
•	 12 students  completed their Tour Guide training 

successfully;
•	 Road signage 
•	 Establishment of Route 66 Association.
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Projects under way:
•	 Upgrading of day visitor fa-

cilities at Lake Phobane

Passenger Liners   (Cruise 
Tourism) - Mobile Info Unit

The number of Passenger liners 
to the port of Richards Bay has 
increased from previous years.  
A mobile unit, as an information 
office on wheels which can en-
tertain any enquiries, has been 
procured. The unit will be used 
when passenger liners dock in 
Richards Bay harbour and any 
other outdoor tourism activities. 

Film Office
The Northern Zululand Film Office serves as a one 
stop office to Film Producers to assist with services i.e. 
scouting, licensing and the like.

A Memorandum of Agreement has been signed by 
three districts, namely uThungulu District Municipal-
ity, Enterprise Ilembe and uMhlosinga Development 
agency. The three district municipalities will be driving 
the film office.

This project is part of the Corridor Development Pro-
gramme and funding to an amount of R1000 000 has 
been approved for the development of the Film Office 
for the 2011/12 financial year.

The main activities of the established Film Office are: 
•	 To develop databases;
•	 Develop photographic Route;
•	 Supply on site support to production crews;
•	 Assist with environmental impact assessments;
•	 Assist with issuing of permits and obtaining per-

missions for filming;
•	 Attracting of productions to the area; 
•	 Market the Film office at exhibitions.

Tourism Intern and Community Tourism Informa-
tion Desk: 
The municipality is accommodating one intern to en-

hance the current capacity for a one year period, 
funded by Department of Economic Development and 
Tourism. 
Londiwe Madela has started in 2011 at uThungulu Dis-
trict Municipality and has since been assisting at the 
Community Tourism Information Desk and other duties 
such as projects and SMME development.

Zululand Birding Route 
In February 2010, The Northern Zululand Birding 
Route was reconstituted as a self standing association 
to co-ordinate and manage the ongoing development 
of birding tourism projects in KwaZulu Natal.  The Zulu-
land Birding Route Mission is to promote and develop 
birding based tourism in KwaZulu-Natal for the benefit 
of avitourists, communities and birds.

ZBR has been successful in re-establishing itself and 
extending the route towards Ballito (Ilembe District Mu-
nicipality) and North towards the Mozambique border 
(uMkhanyakude District Municipality

In order for the ZBR to work towards a level of relative 
self sustainability by 2014 it is imperative that the route 
ensures higher returns on input costs, greater levels 
of private sector support and self generated income 
activities. The following are proposed as key actions to 
work towards:
•	 Integrating with other routes and harness spin off 

benefits
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•	 Increase private sector support
•	 Increased ownership and buy in from community 

bird guides
•	 Partnerships with tour operators
The uThungulu District Municipality has approved 
an amount of R80 000 towards the Zululand Birding 
Route for the 2011/12 financial year.

Urban Cultural Tourism
The Tourism Section, in collaboration with the City of 
uMhlathuze; and the Esikhaleni SeNkosi Tourism As-
sociation are engaged in discussions for the future de-
velopment of a Township Tourism Route Development 
in Esikhaleni. 
 
The development of a Township Tourism Route will 
bring a new product to the District and the area, in-
troducing cultural tourism in a new form.  This is also 
in close proximity to the Port of Richards Bay and ac-
cessible for passenger liners docking in the harbour 
for one day.

Currently concept documentation has been put to-
gether and the marketing of the concept needs part-
nerships with tour operators, advertizing, brochure 
material and signage.

Uthungulu District Municipality has approved an 
amount of R40 000 from the 2011/12 financial year for 
the development and marketing of the township tour-
ism route.  Marketing material was also developed to 
assist the route with marketing.

Forests of Zululand
The “Great Forests of Zululand” is an important tourism 
product of the uThungulu District and has been identi-
fied as a tourism nodal point that needs to be further 
developed.  

Further development of the Ongoye forest is planned 
in terms of the provision of facilities, signage and mar-
keting.  
The planned developments for Ongoye involve the fol-
lowing:
•	 Signage
•	 Hiking trail
•	 Toilet facilities
•	 Braai facilities
•	 Marketing of the forests
•	 Assistance to mountain biking project at Ongoye

Dolosfees
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The Dolosfees took place 4 - 7 August 2011 at Naval 
Island in Richards Bay.  The dates coincide with the 
long weekend and have great tourism potential for the 
region.

An amount of R50 000 was made available towards 
this event.

KwaBulawayo Tourism Development

The development aims to create a tourism attraction 
based on historical significance and is situated in ru-
ral Bhekeshowe. The Tribal Authority consists of seven 
sub-wards in a 15km area. The actual site of the King 
Shaka KwaBulawayo Military Capital is the focus of the 
attraction, surrounded by a wealth of historical and cul-
tural tourism sites. Phase 1 of the project is complete 
and will be operated as a day facility.

KwaBulawayo is a treasure trove of archaeological, 
historical, heritage, cultural and eco-tourism.

uThungulu District Municipality, in partnership with the 
Department of Cooperative Governance and Tradition-
al Affairs, have spent over R8-million transforming the 
military capital into a tourism attraction of note. 

The Kwabulawayo Tour-
ism Development is an 
initiative of the Kwabula-
wayo community with an 
objective of creating em-
ployment opportunities for 
members of the commu-
nity.

Corridor Development 
Projects 
The following projects, 
as discussed under the 
Tourism heading, had 
been funded by CoGTA 
as part of the Ethekwini-
uMhlathuze Corridor De-
velopment Fund:
•	 Craft Development 

fund was re-allocated 

to uThungulu Fresh Produce Market
•	 R66 Culture and Heritage Route
•	 Film Office
•	 Kwabulawayo Tourism Facility

A further two projects as listed below, had been fund-
ed, finalized, approved and close-out reports submit-
ted to CoGTA.

•	 Mbonambi Development Framework 
•	 Review of the District Transport Plan have been 
•	 Savings amounting to R 101 000 from the Re-

view of the District Transport Plan have been al-
located to the establishment of Bus Shelters in 
Mthonjaneni Local Municipality.

Development Planning (Shared Services)
 
The shared services concept was conceived due to a 
number of reasons, notably the fact that many smaller 
rural municipalities have limited planning capacity and 
high staff turnovers. Thus, the resulting limitations are 
proposed to be addressed through the establishment 
of shared services for the development planning func-
tion between district municipalities and their constitu-
ent local municipalities. 
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With effect from 1 February 2009, a Chief Planner 
(Shared Services) was employed to provide assis-
tance to the Ntambanana, Mbonambi, Nkandla and 
Mthonjaneni Local Municipalities of the District.

Upon resignation of the Chief Planner for uThungulu, 
the incumbent for the Chief Planner (Shared Services) 
position has been absorbed to the vacant Chief Plan-
ner position, thereby leaving the Chief Planner (Shared 
Services) position vacant.  A suitably qualified consult-
ant has been appointed to take up the Chief Planner 
(Shared Services) duties to ensure continuity in terms 
of the service to the participating municipalities in line 
with the Planning & Development Act requirements un-
til the recruitment process for the vacant position has 
been concluded.

The aim is thus to optimize limited resources and 

thereby enhance the quality of planning and develop-
ment services provided.

For uThungulu, the scope of municipal development 
planning functions included in the DPSS is as follow:
•	 Spatial Planning
•	 Strategic Planning
•	 Development Administration
•	 Performance Management
•	 Information Management and Systems Develop-

ment
•	 Additional Functions for co-ordination include:

- Building Inspections and Control
- Housing
- Environment
- Land Reform

Environmental Planning

Increased Environmental Capacity:

An Environmental Officer was seconded by The De-
partment of Environmental Affairs (DEA–National) as 
per a Memorandum of Agreement to assist uThungulu 
District Municipality with environmental management 
matters, and has been assigned to work with the dis-
trict and the local municipalities under its jurisdiction.

The Key performance areas for the Environmental 
Management Officer are as follows:
a)	 Support Environment Planning and Management 

in District and Local Municipalities.
b)	 Facilitate and coordinate environmental capacity 

building initiatives
c)	 Support the provincial and municipal planning pro-

cess and forums / structures.
d)	 Support the review of the Local Government Sup-

port Programme.
e)	 Support the implementation of the Social Respon-

sibility Program in the municipalities.

State of the Environment Report (SoER) as 1st Phase 
of a Strategic Environmental Assessment (SEA):

A Strategic Environmental Assessment (SEA) needs to 
be prepared as part of the SDF to improve its credibility 
and to comply with the Local Government: Municipal 
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Planning and Performance Management Regulations 
(2001). It will ensure that the Spatial Planning within 
the uThungulu District follows a sustainable develop-
ment pathway.

As a 1st phase of a Strategic Environmental Assess-
ment (SEA), the uThungulu District Municipality pre-
pared a State of the Environment Report (SoER). The 
State of the Environment Report covers environmental 
aspects of the District such as:

•	 Spatial Context;
•	 The Atmosphere;
•	 Land;
•	 Fresh Water Resources;
•	 Biodiversity;
•	 Marine and Coastal Resources.

Coastal Management Programme
(and Implementation): 
To ensure that the coastal areas are managed and 
protected.

This process includes the ongoing functioning of the 

District Coastal Working Groups as well as the Coastal 
Awareness and Education Campaign.

-- Coastal Working Group: uThungulu’s Coastal 
Working Group continued to oversee the imple-
mentation of the Coastal Management Plan that 
covers all three coastal local municipalities’ coast-
al development areas.

-- A Coastal Livelihood Project (Working for the 
Coast) has been launched, which is essentially a 
poverty

-- relief programme focusing on projects such as 
beach cleaning, alien invader plant eradication 
and upgrading of some coastal facilities.

-- Coastal management has been identified as a key 
issue that has culminated in the allocation of funds

-- to formulate a Coastal Management Plan for the 
district as part of the Environmental Management

•	 Programme.
•	 Formulation of the Coastal Management Plan will 

be guided by recommendations and principles 
based

•	 on research and analysis of the Department of En-
vironmental Affairs and Tourism.
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uThungulu Coastal Management Programme Review
The uThungulu District Municipality reviewed the 2004 
uThungulu Coastal Management Programme during 
the 2011/12 financial year in line with the Integrated 
Coastal Management Act (Act No. 24 of 2008).

Working for the Coast covers the following projects:
•	 Beach and estuary 
•	 Road and beach access clearing 
•	 Removal of foreign matter and alien plants
•	 Rehabilitation of the dunes through stabilization 
•	 Visitor facilities upgrade and maintenance to be 

completed 

•	 Hiking / Horse trails
•	 General landscaping 

Climate Change requirements

Climate change mitigation and adaptation 
measures were included into the Coastal 
Management Programme and Agricultural 
Development Plan during their review pro-
cesses. In terms of requirements for climate 
change, mitigation and adaptation measures 
need to be included with other relevant Sec-
tor Plans of the IDP when they are reviewed.  

Status of Sector Plans for the Section

The following Plans or Policies have been 
completed:

Economically Sound District
•	 LED Framework Plan – review to be 

initiated
•	 Agricultural Development Plan Review - complet-

ed,
•	 SMME and Sector Development Plan - completed 
•	 Local Tourism Development Plan - completed 

Integrated Environment 
•	 IDP Review - completed
•	 Coastal Management Programme Review - initi-

ated
•	 EIA Policy and Procedures - completed
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Planning & Development Highlights
Some of the key milestones achieved regarding the 
economic development of the district are outlined here-
under:
•	 Functional implementation of the Development 

Planning Shared Services, to assist municipalities 
with Strategic Planning, Development Administra-
tion, Performance Management and Environmen-
tal Management;

•	 Prepared EIA Policy and Procedures and supplied 
EIA training for each of the local municipalities;

•	 uThungulu Tourism Institutional Framework Study 
completed.

•	 Cruise Passenger Liner welcoming - purchased a 
mobile unit for the use of an information unit and 
completed printing of a cruise liner brochure

•	 Review of the uThungulu District Municipality 
Tourism Development Plan completed.

•	 Marketing Shows and Advertising
•	 Growth & Development Summit and Tourism Fo-

rum successfully hosted;
•	 Completed a Development Framework for a de-

centralized industrial area in Mbonambi munici-
pality to accommodate industrial investment;

•	 Completed Integrated Transport Plan review
•	 Working for the Coast project implemented for the 

coastal area, and overseen by District Coastal 
Working Group.

•	 Film Office established to market the uThungulu 
region as a preferred destination for film makers, 
as well as to provide day-to-day operational as-
sistance to them.

•	 Tourism accommodation and activity brochure for 
the UDM servicing area widely distributed.

•	 Essential Oils outgrowers initiative at Nkandla 
supported;

•	 Tourism arts and crafts, where local crafters from 
our district, exhibit their products and enter the 
commercial market, as well as uThungulu’s suc-
cessful participation in all Tourism Exhibitions and 
Trade Shows.

•	 Initiated a project to establish a Craft Hub in the 
Small Craft Harbour area of uMhlathuze.

•	 Passenger liner welcoming facilities and service in 
partnerships with the Ports Authority.

•	 Close liaison with Tourism Information Hub at the 
Inkwazi Boardwalk.
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DEPARTMENT OF TECHNICAL
SERVICES

TABLE OF CONTENTS

1.	 WATER AND SANITATION SERVICES
	 1.1	 Introduction to water and sanitation
		  provision
	 1.2	 TOTAL USE OF WATER AND SANITATION 

SERVICES
		  1.2.1	 Total use of water services
		  1.2.2	 Total use of sanitation services
	 1.3	 WATER SERVICES DELIVERY LEVEL
		  1.3.1	 Schemes with no treatment
			   facilities	
		  1.3.2	 Water treatment works (WTWs)
		  1.3.3	 Sanitation services delivery level
	 1.4	 ACCESS TO WATER AND SANITATION 

SERVICES
		  1.4.1	 Water services backlogs
		  1.4.2	 Water supply schemes
		  1.4.3	 Supply of water by water tankers
		  1.4.4	 Water services backlogs eradicated
			   in this financial year
	 1.5	 WATER SERVICES POLICY OBJECTIVE
	 1.6	 HUMAN CAPITAL IN THE WATER
		  SERVICES
		  2.1.1	 The Water Services Authority
			   Directorate
		  2.1.2	 Municipal Infrastructure
			   Implementation
		  2.1.3	 Operations and Maintenance
	 1.8	 WATER SERVICES FINANCIAL
		  PERFORMANCE
	 1.9	 WATER SERVICES CAPITAL
		  EXPENDITURE (CAPEX)
		  1.9.1	 Water and Sanitation Projects
		  1.9.2	 Jobs created in execution of CAPEX
			   and OPEX projects
	 1.10	GENERAL COMMENTS AND
		  CHALLENGES WITH WATER SERVICES
		  1.10.1	 Vandalism
		  1.10.2	 Droughts
		  4.4.3	 Illegal Connections/ abuse of water

Executive Director Technical Services
Charles M’Maretel



54

2.	 WASTE MANAGEMENT SERVICES
	 2.1   INTRODUCTION TO PROVISION OF
		  WASTE MANAGEMENT SERVICES
	 2.2	 TOTAL USE OF WASTE MANAGEMENT SERVICES
	 2.3	 WASTE MANAGEMENT SERVICE DELIVERY LEVEL
		  2.3.1	 uMhlathuze Municipality
		  2.3.2	 uMlalazi Municipality
		  2.3.3	 Mthonjaneni Municipality
		  2.3.4	 Nkandla Municipality
		  2.3.5	 uMfolozi Municipality
		  2.3.6	 Ntambanana Municipality
	 2.4	 ACCESS TO WASTE MANAGEMENT
		  2.4.1	 uThungulu Regional Landfill Site (URLS)
		  2.4.2	 Solid waste transfer stations
	 2.5	 WASTE MANAGEMENT SERVICES POLICY OBJECTIVES
	 2.6	 HUMAN CAPITAL IN WASTE MANAGEMENT SERVICES
	 2.8	 WASTE MANAGEMENT SERVICES FINANCIAL PERFORMANCE
	 2.9	 WASTE MANAGEMENT SERVICES CAPITAL EXPENDITURE
3.	 ROADS AND TRANSPORT SERVICES
4.	 HOUSING SERVICES
5.	 CEMETERY SERVICES
	 5.1	 INTRODUCTION TO PROVISION OF CEMETERY SERVICES
	 5.2	 TOTAL USE OF CEMETERY SERVICES
	 5.3	 CEMETERY SERVICE DELIVERY LEVEL
	 5.4	 CEMETERY SERVICES FINANCIAL PERFORMANCE
	 2.5	 CEMETERY SERVICES CAPITAL EXPENDITURE (CAPEX)
	 2.6	 HUMAN CAPITAL IN CEMETERY SERVICES
6.	 ELECTRICITY SERVICES	 35
REFERENCES
ANNEXURES
 



uThungulu District Municipality

55Chapter 3: Service Delivery Performance

LIST OF TABLES
Table 1.2.1:	 Water use by various sectors in towns and rural areas	
Table 1.3.1:	 Water schemes within UDM with no treatment processes
Table 1.4.1:	 Water backlogs and the estimated eradication cost
Table 1.4.2:	 Basic sanitation backlogs and estimated eradication cost
Table 1.4.6:	 Reservoirs and jojo tanks supplied with water using water tankers
Table 1.4.7:	 Water tanker delivery loads and distance travelled fortnightly
Table 1.4.8:	 Summary of the annual cost of the tanker operation (2006-2012)
Table 1.4.9:	 Summary of requested storages
Table 1.4.10:	 New meter monnections in this financial fear
Table 1.4.11:	 New VIPs installed in this financial fear
Table 1.9.4:	 Water projects under construction
Table 1.9.5:	 Sanitation projects under construction
Table 1.9.1:	 Sources of external CAPEX funds for the 2011/12 financial year as of 31 March 2012
Table 1.9.2:	 Savings realised on MIG projects during the procurement stage (July 2011 to March 2012)
Table 1.9.3:	 Further savings or over-expenditure bulk water & water supply contracts after completion of  pro-

jects
Table 1.9.6:	 Jobs created under the expanded public works programme
Table 2.2.1:	 Amounts of wastes received in 2011/12 financial year
Table 2.6.1:	 UDM Personnel involved at with waste management at URLS
Table 2.9.1:	 Waste management capital projects
Table 5.1:	 Cemetery services in the 2011/12 financial year
Table 5.2:	 Waste management capital projects
ANNEX 1:	 Water treatment works within UDM with their associated problems
Annexure 3:	 Summary of the main schemes whose demand exceeds supply
Annexure 4:	 A summary of the main UDM water schemes that have dried up
 
LIST OF FIGURES
Figure 1.2.1:	 Graphical representation of water use by sectors in UDM
Figure 1.4.1:	 Households with and without basic water service per municipality
Figure 1.4.2:	 Graphical representation of water backlogs per municipality
Figure 1.4.3:	 Households with and without basic sanitation per municipality
Figure 1.4.4:	 Graphical representation of sanitation backlogs per municipality
Figure 1.6.1:	 High level structure of the Department of Technical Services
Figure 1.6.2:	 The structure: Directorate of Water Services Authority
Figure 1.6.3:	 The structure: Directorate of Municipal Infrastructure Implementation
Figure 1.6.4:	 The structure: Directorate of Operations & Maintenance
Figure 1.10.1:	 Vandalism of DB box at Mkhize Dam in Ntambanana
Figure 1.10.2:   How access was gained and a lock hacked off the steel door at Mkhize Dam
Figure 1.10.3:	 The Impact of drought on storage of water in dams: Crocodile Dam
Figure 1.10.4:	 Water wastage at Mtimofu in uMlalazi Municipality, communal standpipe serving one household,
	 illegally
Figure 1.10.5:	 An illegal connection under construction discovered by our staff members in Phathane in uMfolozi
Figure 1.10.6:	 Ready for an illegal connection at one of our bulk lines
Figure 1.10.7:	 Destination of the illegal connection in 1.10.6
 



56

LIST OF ABBREVIATIONS AND ACRONYMS USED IN THE TEXT OR TABLES
COGTA	 = 	 Department of Cooperative Governance and Traditional Authority
DWA	 =	 Department of water affairs
DRDLR	 =	 Department of Rural Development and Land Reform
EPWP	 =	 Expanded Public Work Programme
EXCO	 =	 Executive Committee
kℓ	 =	 Kilolitre
KZNDOT	 =	 KwaZulu Natal Department of Transport
LM	 =	 Local Municipality
WSDP	 =	 Water Services Development Plans
Mℓ	 =	 Mega litre
MII	 =	 Municipal Infrastructure Implementation
MIG	 =	 Municipal Infrastructure Grant
MIOM	 =	 Municipal Infrastructure Operation and Maintenance
NEMA	 =	 National Environmental Management Act
NDOT	 =	 National Department of Transport
OHS	 =	 Occupational Health and Safety Act
PMU	 =	 Project Management Unit
RAMS	 =	 Road Asset Management Systems
RDP	 =	 Reconstruction and Development Plan
SANS	 =	 South African National Standards
SSA	 =	 Service Support Agent 
SSAs	 =	 Sub-supply areas 
UDM	 =	 uThungulu District Municipality
URLS	 =	 uThungulu Regional Landfill Site
VIP	 =	 Ventilated Improved Pit
WSA	 =	 Water Services Authority
WSSA	 =	 Water and Sanitation South Africa



uThungulu District Municipality

57Chapter 3: Service Delivery Performance

1.	 WATER AND SANITATION SERVICES   

1.1	Introduction To Water And Sanitation 
Provision
In 2003, following an intensive capacity 
assessment study according to Section 
78 of the Municipal Systems Act (Act 32 
of 2000,) uThungulu District Municipality 
(UDM) was awarded the status of a Water 
Services Authority (WSA) and also Water 
Services Provider (WSP) to 5 of the 6 Local 
Municipalities (LMs) in the District. The five 
LMs include Mfolozi, Ntambanana, uMlalazi, 
Mthonjaneni and Nkandla. As a WSA, UDM 
has to render water and sanitation services 
to the five mentioned LMs. Based on the 
recommendations of the aforementioned 
study, all five LMs recommended that UDM 
also perform the WSP function in their areas. 
The recommendation by the five LMs was 
influenced by a number of shortcomings 
on their part relating to financial and human 
capital among others.

UDM as the WSA within the 5 LMs adopted 
the Service Support Agent (SSA) model as the 
vehicle for effective service delivery to perform 
the operation and maintenance function. This 
was based on the recommendation of the 
Section 78 Capacity Assessment study that 
was undertaken to ensure that UDM achieves 
its mandate as a WSA in terms of legislation. In 
pursuance of the above recommendations, in 
2008 UDM through a formal competitive open 
tender process, appointed Water Sanitation 
South Africa (Pty) Ltd (WSSA) as the SSA for 
a period of three years expiring in June 2011. 
This was based on condition that UDM should 
build internal capacity where possible and 
establish local co-operatives from the current 
WSSA local staff to do maintenance work post 
June 2011.

The operation and maintenance function of 
the rural water services infrastructure is still 
performed by WSSA whose contract expired 
in June 2011 but was extended for another 6 
months to enable UDM to put in place other 
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water services provider arrangements. However due to unforeseen circumstances, after the expiry of the 
6 months, the contract had to be extended on a month to month until a new service provider is appointed.

For UDM to execute its mandate as WSA and WSP effectively and efficiently, it needs to build capacity. 
Therefore the overall goal for WSA (having the water and sanitation powers and functions) capacity building 
is that the municipality is able to effectively and efficiently fulfill its WSA role and responsibilities as outlined 
in the Water Services Act (Act No. 108 of 1997.) The Technical Services Department performs three major 
functions which include: planning for water services, implementing the planned infrastructure and operating 
and maintaining the completed and existing infrastructure. 

1.2	Total Use Of Water And Sanitation Services

	 1.2.1 Total Use Of Water Services
	 As can be seen from Table 1.2.1, in rural areas, water is mainly used for domestic purposes although rural 

residents sometimes use it for gardening and stock watering purposes. In towns, the scenario changes for 
we have different users which mainly include domestic, businesses, non-profit making organisations and 
bulk users who are mainly industries, as can be seen from Tables 

Table 1.2.1:	 Water use by various sectors in towns and rural areas

SECTOR
DOMESTIC 
(UNBILLED)

DOMESTIC 
(BILLED)

BUSINESS NON PROFIT BULK TOTAL (Mℓ)

Water volume (Ml) 6 273.2 4 334.8 1 801.1 136.9 271.5 6 544.2

Figure 1.2.1: Graphical representation of water use by sectors in UDM

1.2.2 Total Use Of Sanitation Services
	 The District has a sanitation programme for rural areas and for urban areas. In the rural areas, VIPs are 

implemented while in the towns, a mixture of waterborne and septic tank sewage systems is practiced. The 
percentage of households with access to sanitation in the District stands at 45% meaning that our backlog 
is 55%.

1.3 Water Services Delivery Level
	 Water projects designed based on the master plan of 2005 provided rural communities with the RDP basic 
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level of service of 25 litres water per capita day. However, during the review of the WSDP, Council approved 
an increase in the standards to allow for 60 litres per capita in the pipelines to ensure that growth and future 
demands are met without having to incur great costs to upgrade pipelines at a later stage.

	 uThungulu District Municipality has a number of water schemes that get their water from a vast range of 
water sources such as streams, boreholes, dams, rivers etc and some of these have limited or no treatment 
processes at all. This will then impact on the overall water quality of the municipality. At this point in time, 
UDM has a total of about 254 localised or stand alone water schemes. The demand on human capital posed 
by the O&M needs of the 254 localised schemes on current resources is enormous. The Support Service 
Agent (SSA) performing our WSP function employs 513 staff to manage the 254 schemes. Presently, this 
need cannot be met by the available capacity and organisational structure. This is because these schemes 
are manned by three or four people as pump operators and network operators respectively. It is envisaged 
that all 254 localised schemes will be connected to the bulk cross-boundary water schemes that will provide 
sustainable purified water to all communities.

1.3.1 Schemes With No Treatment Facilities
	 The DWA has adopted the Blue Drop (BDS) and the Green Drop Systems (GDS) to assess the performance 

of WSAs in terms of their operations. UDM has not been doing well in terms of drinking water quality. This is 
because UDM has about 250 stand alone rural schemes that do not meet the regulatory requirements. The 
schemes with drinking water quality problems within UDM that have no treatment process and constantly 
fail on turbidity are listed in Table 1.3.1. The only way to do away with these schemes is to fast-track bulk 
infrastructure development.

	 Table 1.3.1: Water schemes within UDM with no treatment processes

NAME OF SCEME AREA SOURCE
FINAL NTU
APRIL 2012

FINAL NTU
MAY 2012

FINAL NTU
JUNE 2012

Bongela Water uMlalazi Spring 7.2r 6.31r Pending

Esibhudeni Clinic Nkandla Borehole 11r 8.69r Pending

Hlwe-hlwe 1&2 Nkandla River 87.2r 47.9r Pending

Madala Water uMlalazi Borehole 4.49r 14.2r Pending

Malunga Clinic Nkandla Spring 2.13r 1.69r Pending

Mandaba 1Water Nkandla River 8.58r 4.2r Pending

Mbizwe Water Nkandla Spring 14.6r 12.3r Pending

Mphundumane Water Nkandla River 54.9r 10r Pending

Tshotswana Water Nkandla Spring 1.55r 1.55r Pending

uMkhalazi Water Nkandla River 24.9r 11.7r Pending

Mdlelanga Water Nkandla Nkandla bulk, Spring & River 11.9r 19.4r Pending

Mpaphala Water uMlalazi Borehole 1.85r 1.64r Pending

Eyetheni Water uMlalazi Borehole 7.19r 78.9r Pending

Kwa Sabe 2 uMlalazi Borehole 24.3r 8.65r Pending

Dolwane Nkandla Spring/Dolwane plant 19.6r 4.72r Pending

•	 Red (r):- these are schemes that pose a serious health risk to communities consuming this water. 
High doses of disinfection are being added to try and reduce the presence of illness causing bacteria 
(E-coli), however the same disinfectant is also a health risk over a period of time if consumed in high 
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doses which could lead to terminal illness such as cancer. 

•	 Green (g):- these are schemes that comply under Class I of SANS 241 regulation. This type of water 
produced by these schemes is ideal for human consumption and poses no health risks. This is the type 
of quality water that the municipality should strive to achieve and supply to its communities.

1.3.2 Water Treatment Works (WTWS)
	 The more schemes/ water treatment plants a municipality has the more complex it becomes to comply with 

water quality regulations. Annexure 1 shows various WTWs within UDM and their associated problems.

1.3.3 Sanitation Services Delivery Level
	 The District provides basic sanitations services to the rural residents in the form of ventilated improved pit 

latrines (VIP) while those who live in towns are either connected to the sewage system or they use septic 
tanks which are emptied when full. In some towns like Melmoth in Mthonjaneni LM, a semi-waterborne 
sewage system is used and 4 or so houses are connected with a sewage system that disposes waste into 
septic tanks. In total, 51 720 households have access to sanitation

	 The District would like to install fully waterborne sewage systems in all the towns in its jurisdiction area. 
Due to population increase without upgrading our wastewater treatment works (WWTWs), there is great 
pressure and the plants are not complying fully with the regulatory requirements.

1.4	Access To Water And Sanitation Services
	 1.4.1 Water Services Backlogs
	 In 2001 when UDM was created, the water and sanitation backlogs stood at 81% and 89% respectively. At 

the end of the 2011/2012, UDM has estimated backlogs of basic water and sanitation services of 47,319 
(41%) and 63,326 (55%) households respectively. It is estimated that it will require about R3.81 billion to 
eradicate this backlog as shown in Tables 1.4.1 and 1.4.2. These tables provide a summary of progress 
made in eradicating water services backlogs in uThungulu District with the exception of uMhlathuze Local 
Municipality which is a Water Services Authority itself. The statistics used are rather old and needs to be 
updated. The same information is represented graphically from Figures 1.4.1 to 1.4.4.

	 Table 1.4.1: Water backlogs and the estimated eradication cost

LOCAL 
MUNICIPALITY

2009/2010 
ESTIMATED 
NUMBER OF 

HOUSEHOLDS

HOUSEHOLDS 
WITH WATER

HOUSEHOLDS 
WITHOUT 

WATER

2011/2012 
PERCENTAGE 
BACKLOG (%)

ESTIMATED 
COST PER 

CAPITA 
INCLUDING 
VAT (RAND)

ESTIMATED 
CAPITAL 

COST 
INCLUDING 

VAT (RANDS)

Mbonambi 20 615 13 087 7 528 37 2 703 288 737 860

Ntambanana 16 339 9 197 7 142 44 5 039 479 832 490

uMlalazi 42 623 21 885 20 738 49 4 734 1 210 649 490

Mthonjaneni 9 712 5 932 3 780 39 4 640 198 570 869

Nkandla 25 757 17 626 8 131 32 7 600 1 157 414 886

TOTAL 115 046 67 727 47 319 41 5 042 3 335 205 595
	
	 Note:	Number of households and backlogs based on 2001 Stats and 2009 WSDP Review 
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	 Table 1.4.2: Basic sanitation backlogs and estimated eradication cost 

LOCAL 
MUNICIPALITY

2009/2010 
ESTIMATED 
NUMBER OF 

HOUSEHOLDS

HOUSEHOLDS 
WITH 

SANITATION

HOUSEHOLDS 
WITHOUT 

SANITATION

2011/2012 
PERCENTAGE 
BACKLOG (%)

ESTIMATED 
COST PER 

HOUSEHOLD 
INCLUDING 
VAT (RAND)

ESTIMATED 
CAPITAL 

COST FOR VIP 
SANITATION 
INCLUDING 

VAT (RANDS)

Mfolozi 20 615 10 572 10 043 49 7 502 75 342 586

Ntambanana 16 339 9 687 6 652 41 7 502 49 903 304

uMlalazi 42 623 10 416 32 207 76 7 502 241 616 914

Mthonjaneni 9 712 7 601 2 111 22 7 502 15 836 722

Nkandla 25 757 13 444 12 313 48 7 502 92 372 126

TOTAL 115 046 51 720 63 326 55 7 502 475 071 652

	 Note:	 Number of households and backlogs based on 2001 Stats and 2009 WSDP Review

	

	 Figure 1.4.1: Households with and without basic water 
service per municipality

	
	 Figure 1.4.2: Graphical representation of water backlogs 

per municipality

	 Figure 1.4.3: Households with and without basic sanitation 
per municipality

	
	 Figure 1.4.4: Graphical representation of sanitation backlogs 

per municipality
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	 Our WSDP shows different water schemes that 
should be implemented. These schemes are: 
Mbonambi, Upper Nseleni/Mhlana, Greater 
Mthonjaneni, KwaHlokohloko, Eshowe, 
Middledrift and Nkandla-Vutshini. These 
schemes are based on various supply areas 
which are further subdivided into several 
sub-supply areas (SSAs) for implementation 
purposes.

	 Some sub-supply areas (SSAs) have been 
completed and are currently operational while 
others are still under construction. There 
are several sub-supply areas for which no 
Consulting Engineers have been appointed to 
undertake feasibility studies and designs for 
implementation due to budgetary constraints. 
These SSA therefore have not received a 
sustainable water supply since 1994. There 
are several rudimentary schemes that used to 
be operated by water committees and others 
still fetch water from rivers. Most of these 
rudimentary schemes have dried up in some 
areas and others have failed completely due 
to an increase in population and the demand 
totally outstripped the supply. As such UDM 
spends over R30M per year to supply water 
to some of these areas with water tankers 
which is not sustainable. Areas that may be 
deemed not to have received water since 
1994 are presented in Table 1.4.3. During IDP 
road-shows, there is a huge outcry from these 
communities wondering when they will receive 
the water services.

	 1.4.2 Water Supply Schemes
	 The greatest water supply scheme in the District 

is the Greater Mthonjaneni Water Project. It 
services parts of uMfolozi, Mthonjaneni and 
Ntambanana LMs. The source of water for 
this project is Lake Phobane and when fully 
operational the project will have a capacity 
of about 20 Mℓ/day. The commissioning of 
this project has been beset with security 
problems due to communities around the water 
treatment works (WTWs) demanding jobs and 
threatening UDM employees.

	 Some of the 254 existing water supply schemes 
are partially operational and some are no 
longer operating, especially those which are 
using boreholes as sources. The reason for this 
is that the diminishing groundwater is affecting 
yields and in some cases the quality of water. 
It is now very risky to continue operating some 
of these projects as water quality cannot be 
guaranteed. 

	 The areas which do not have any infrastructure 
(pipeline) are treated as grey areas and those 
areas are serviced by water tankers on a 
weekly basis. Some of the bulk water supply, 
like that of Mhlana-Somopho is no longer 
reaching the furthest areas (Sangoyana, 
Myovu & Makhanda); these areas had to 
be supplied by water tanker because the 
rivers are dry and the alternative of drilling 
boreholes has failed because of a shortage 
of groundwater. The overall water supply by 
tankers within uThungulu is discussed further 
in this report. The summary of schemes whose 
demand exceeds supply is shown on Annexure 
3 while Annexure 4 gives the list of schemes 
whose sources have dried up. To overcome 
these challenges, UDM needs to fast-track the 
eradication of water services backlogs. 

	 The schemes highlighted in red indicate that 
quick intervention is required to avert service 
delivery protests. 

	 1.4.3 Supply Of Water By Water Tankers
	 Water tanker operation is an expensive mode 

of water supply to the communities and has an 
average expenditure of R2.5million a month. 
Before the current drought situation arose, 
UDM realised that it was spending a lot of 
money on carting water to various unserved 
areas of the District. A tanker reduction strategy 
was formulated and approved by Council. The 
main objective of the strategy is to identify 
sources of water that can be used to serve the 
communities that are not served while awaiting 
the bulk infrastructure to bring water to their 
areas. Several boreholes were drilled. Springs 
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were also identified in Ntambanana under the Tanker Reduction Strategy. This enabled the District to reduce 
the number of tankers carting water to these areas. However, with the drought biting hard, the District has 
been under tremendous pressure in the last two years to increase the number of tankers and storage 
facilities (reservoirs or jojos) to the affected communities where schemes have dried up. As can be seen 
from Table 1.4.6, although Ntambanana (KZ283) is one of the smallest in the District, it has the highest 
number of jojo tanks due to the drought and the dried up water sources.

	 Table 1.4.6: Reservoirs and jojo tanks supplied with water using water tankers
MUNICIPALITY NUMBER OF WARDS No. OF JOJO TANKS OTHER STORAGE

 uMfolozi 15 91 None

Ntambanana 8 169 1 Steel tanks

uMlalazi 26 150 2 concrete & 3 steel tanks

Mthonjaneni 6 26 1 concrete reservoirs

Nkandla 14 35 7 concrete reservoirs

TOTAL 69 471 14

	 As can be seen from Table 1.4.6, there are 471 (static tanks) jojo tanks situated at strategic points to service 
affected communities. These tanks service a total of 96 600 people per day. In addition to the above, another 
14 reservoirs from schemes with dry sources are now being filled by the water tankers. These schemes are 
scattered throughout the five municipalities. 

	 In the financial year 2011/12, there were 25 water tankers sourced from private service providers through 
a formal bidding process, who are servicing these affected areas. On average, water tankers delivered 881 
loads travelling a total distance of 61 312 km per fortnight. Table 1.4.7 indicates the fortnightly and annual 
averages of loads delivered and distance travelled by the water tankers.

	 Table 1.4.7: Water tanker delivery loads and distance travelled fortnightly

PERFORMANCE MEASURE
QUARTERS AVERAGE/

FORTNIGHT
TOTAL 

ANNUALLY1 2 3 4

Number of loads per fortnight 710 865 857 1 092 881 22 906

Distance travelled by tankers (km) 50 032 60 790 60 025 74 400 61 312 1 594 106

	 Before the tanker reduction strategy was conceived, we used to cover over 80 000 kilometres every second 
week and we now averaging about 61 000 but we are currently getting back to the old average due to the 
increase in adhoc requests as can be seen in the fourth quarter.

	 The historic cost of the tanker service dates as far back as 2005 when the first symptoms of drought were 
detected and the provincial and national government at that stage provided some funding to assist affected 
municipalities. The annual cost of the tanker operation can therefore be summarized as shown in Table 
1.4.8. 

	 Table 1.4.8: Summary of the annual cost of the tanker operation (2006-2012)
YEAR 2006/7 2007/8 2008/9 2009/10 2010/11 2011/12

GRANT R7 M 0 0 0 0 0

OWN FUNDING R12 M R19 M R32 M R28 R32 M R30 M

TOTAL R19 M R19 M R32 M R28 R32 M R30 M
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	 There are many requests received from Ward Councillors, and community members for additional storages. 
Most of the requests that are received from Councillors are for additional loads to the areas that are serviced 
by water tankers, as the current loads do no satisfy everyone due to population growth. Presented in Table 
1.4.9 is the summary of the requests received in the financial year.

	 Table 1.4.9: Summary of requested storages
MUNICIPALITY NUMBER OF JOJO TANKS REQUESTED

Mfolozi –     281 16

Ntambanana – 283 30

Umlalazi –    284 26 + 17 Temporary

Mthonjaneni – 285 5

Nkandla -    286 26

TOTAL 120

	 To service all of the above storages at least twice a week, an additional 4 water tankers would be required. 
This results in a rough estimate of R 358 000 per month and (R 4 296 000 per annum), depending on the 
distance where these tanks are finally placed.

	 1.4.4 WATER SERVICES BACKLOGS ERADICATED IN THIS FINANCIAL YEAR

	 Water meters installed
	 The total number of new individual water meters installed during the financial year is as follow:

	 Table 1.4.10: New meter connections in this financial fear 
QUARTER 1 2 3 4 TOTAL

Meters installed 1 238 439 238 158 2 073

	 The Greater Mthonjaneni and Upper Nseleni projects are mainly responsible for the contribution to the 
above totals.

	 VIP latrines installed
	 The numbers of VIP latrines installed in the financial year were as a result of funding from MIG, the 

Department of Human Settlements and the Department of Rural Development and Land Reform. Table 
1.4.11 indicates the units that were installed from all these initiatives.

	 Table 1.4.11: New VIPs installed in this financial fear 
QUARTER 1 2 3 4 TOTAL

VIP LATRINES installed 677 996 1 626 3 185 6 484

1.4	Water Services Policy Objective
	 The ability to address the huge backlogs in services can only be advanced in a strong and rapidly growing 

economy. The vision of the District is to be an economically viable district with effective infrastructure that 
supports job creation through economic growth, rural development and promotion of our heritage. Water 
services infrastructure is therefore included in the effective infrastructure that supports job creation. UDM 
strives to create a prosperous District by improving the quality of health of its residents. This is only possible 
if communities are supplied with sustainable and sufficient good quality water. 
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1.6	Human Capital in the Water Services
	 The Technical Service Department comprises three directorates namely: Water Services Authority (WSA); 

Municipal Infrastructure Implementation (MII); Municipal Infrastructure Operations and Maintenance (MIOM). 
These directorates are headed by Directors. The high level structure of the Department is graphically 
illustrated in Figure 1.6.1.

	

DEPARTMENT OF
TECHNICAL SERVICES

(Executive Director: 
Technical Services)

Directorate of
Water Services Authority

(Director: WSA)

Directorate of
Municipal Infrastructure 

Implementation
(Director: MII)

Municipal Infrastructure 
Operation & Maintenance 

(Director: MIOM)

	 Figure 1.6.1:	 High level structure of the Department of Technical Services

	 2.1.1 The Water Services Authority Directorate
	 The Directorate: WSA has 11 staff members: Director WSA; Manager: Planning & Design; 2 Design 

Technicians, GIS Officer, Project Administrator, Senior Community Development Officer and three 
Community Development Officers. Figure 1.6.2 shows the organogram of the Directorate which consists of 
two subsections: the Design Office and Community Development.

	
	 The Design Office has expanded the role of the Municipality in research and development services, including 

investigations and the design of small schemes and extensions of existing ones. This section has designed 
several projects as shown in Tables 2.1.1 to 2.1.6.

	
	 The Community Development Section is responsible for ensuring that community participation takes place 

throughout the water and sanitation projects’ cycle. This includes the establishment of Project Steering 
Committees and the training and educating of communities on water and sanitation social issues such as 
water conservation, health and hygiene (e.g. hand wash programme). 

	 2.1.2 Municipal Infrastructure Implementation

	 MII has 32 staff members (Director, PMU Manager, PMU Controller, PMU Data Capturer, 3 Training 
Technicians and 4 technicians, Municipal Facilities Manager, 1 Principal Clerk, 1 Cemetery Supervisor as 
well as 19 general workers). The unit is responsible for implementing projects. The unit’s organogram is 
presented in Figure 1.6.3

	 2.1.3 Operations And Maintenance
	
	 The Directorate of Operations and Maintenance has 133 internal staff members while the support service 

agent (WSSA) employs well over 510 employees. The structure of this Directorate is graphically illustrated 
in Figure 1.6.4 
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SENIOR MANAGER (WATER SERVICE)
		  M Mgabi
		  UDMTWSA1
		  1
		  T17

			   PROJECT ADMINISTRATOR
			   B Msane
			   UDM WSA8
			   1

	 MANAGER WSA: PLANNING & DESIGN		 SNR COMMUNITY DEVELOPMENT OFFICER		 GIS OFFICER
	 TM Jele		  B Manatha		  SQ Nkosi
	 UDMTWSA7		  UDMTSWA3		  UDMTWSA9
	 1		  1		  1
					     T9

	 DESIGN TECHNICIAN	 COMMUNITY LIAISON OFFICERS		  CALL CENTRE OPERATORS
	 S Kunene, EL Ngcobo	 N Khuzwayo, D Ndaba, D Cebekhulu, Frozen	 Vacant
	 UDNTSWA5	 UDMTSWA4
	 2	 3		  4
		  T10

Figure 1.6.2: The structure: Directorate of Water Services Authority.
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			  SENIOR MANAGER (TECHNICAL SERVICES) 
			   G Breytenbach
			   UDMTMI1
			   1
			   T17
	

		  PRINCIPAL CLERK
		  (TECHNICAL SERVICES)
		  JM Baker
		  UDMTMI2
		  1
		  T7

	 PROJECT MANAGEMENT		  BUILDING CONTROL		  MUNICIPALITIES		
	 UNIT (PMU)
	 MIG/CONSTRUCTION							     
			   PRINCIPAL CIVIL		 MANAGER: MUNICIPAL FACILITIES	
			   ENGINEERING TECHNICIAN		  C Robinson
	 MANAGER (PMU)		  K Cezula		
	 S Mngadi		  UDMTMI8
	 UDMTMI9		  1
	 1		  T13	 CEMETRY		  LANDFILL SITE
	 T15					   
				  
			 
	 SENIOR CIVIL	 TRAINEE	 BUILDING	 CEMETRY		  WEIGH-BRIDGE
	 ENGINEERING TECHNICIAN	 TECHNICIANS	 INSPECTOR	 SUPERVISOR		  OPERATOR
	 WJJ Badenhorst,	 MS Memela,	 MW Mthumkhulu	 Vacant		  BB Nzuza
	 ZI Mayeza,	 TSC Buthelezi,	 UDMTMI3	 UDM MI16		  UDM MI12
	 SE Dube	 MJ Ntanzi,	 1	 1		  1
	 UDMTMI7	 UDMMI4/1/2/3	 T10
	 3	 3		  GENERAL		  GENERAL
	 T12			   WORKERS		  WORKERS
				    FA Shezi,		  MJ Mpungose,
				    SM Mhlanzi,		  BW Maphumulo,
	 PMU CONTROLLER			   MD Buthelezi,		  Z Maubane,
	 NX Nzimande			   VS Biyela		  ZE Zulu,
	 UDMTMI11			   UDM MI15		  SN Gumede,
	 1			   4		  WT Khoza
				    T3		  UDMMI13/1/2/3/
						      4/5/6
	 MIG DATA CAPTURER			   GENERAL		  T3
	 NC Khulu			   WORKERS		
	 UDMTMI10			   Vacant		
	 1			   UDM MI15
				    4	
	

Figure 1.6.3:	The structure: Directorate of Municipal Infrastructure Implementation
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SENIOR MANAGER (TECHNICAL SERVICE)
	 X Mthembu
	 UDMTIOM1
	 1
	 T17

	 SENIOR CLERK (TECHNICAL SERVICES)		  CHIEF TECHNICIAN	
	 M Mazibuko		  Vacant
	 UDMTIOM3		  UDMTIOM53
	 1		  0
	 T5

	 TECHNICIAN IN TRAINING		  WSSA
	 Vacant

	 ISSUE MANAGER CONTROLLER		  PROCESS TECHNICIAN
	 Z Fakude		  PP Hlalatu
	 UDMTIOM52		  UDMTIOM51
	 1		  1

			 
	 NORTHERN REGION	 SOUTHERN REGION	 SENIOR CIVIL ENGINEERING
			   TECHNICIAN	
			   T Kruger
			   UDMTIOM2
	 MANAGER: 	 MANAGER:	 1
	 OPERATIONS & MAINTENANCE	 OPERATIONS & MAINTENANCE	 T12
	 BS Shezi	 NM Mathenjwa
	 UDMTIOM11	 UDMTIOM4
	 1	 1	 DRIVER OPERATOR
	 T14	 T14	 M Mbambo, M Sishele,
			   P Ndlovu, N Shangase,
			   P Malema, M Malinga
			   UDMTIOM36
			   6
			   T6

Figure 1.6.4:	The structure: Directorate of Operations & Maintenance

1.9		 Water Services Capital Expenditure (Capex) 

	 1.9.1 Water And Sanitation Projects

	 Although we spent 101% of our MIG funding, the financial year 2011/12 was a challenging one for the 
Technical Services Department due to a number of reasons. Firstly there was a change of Council as 
well as the headship of the Department. The Department had to realign itself with the mandate of the new 
Council. Secondly, there were two changes in our procurement process prompted by change in regulations 
as well as implementing a legal requirement that UDM had not fully been complying with. The changes 
though necessary had a negative impact on our procurement planning, which in turn impacted on our ability 
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to spend. The above factors seriously affected 
MIG expenditure but due to the dedication of 
the team as well as the good oversight role 
of the Office Bearers, the Municipality was 
able to spend 101% of its MIG allocation. The 
challenges the Department had to grapple 
with in order to achieve this feat are discussed 
below.

	 Infrastructure development is the institutional 
capacity to address the backlogs. Funding for 
capital projects must be matched by capacity 
to oversee the infrastructure development 
function. At the current level of funding at 
uThungulu, it will take about 20 years to 
eradicate backlogs in water services. However, 
this is being reviewed with suggestions of 
applying for MIG front loading. The Department 
is currently exploring the above possibility. 

	 In the second quarter, Technical Department 
identified expenditure on CAPEX and 
especially the Municipal Infrastructure Grant 
(MIG) as a major challenge and a lot of effort 
was channelled in this direction to remedy the 
situation. The Executive Director started having 
weekly meetings with the Directors of the three 
units in view of monitoring CAPEX expenditure. 
In the third quarter, the Honourable Mayor 
called for a meeting of all stakeholders in order 
to address the poor expenditure. Reasons that 
led to the situation and solutions were also 
suggested. During the budgeting process, the 
issue of poor MIG expenditure came up again 

and a special meeting between the Technical 
Services Portfolio Committee (TSPC) and 
EXCO was called to address the challenges 
in the Technical Department. MPAC also 
indicated that it would be monitoring it closely 
as the consequences of non-expenditure 
on capital infrastructure were severe. The 
Technical Department knew very well that MIG 
funding would be reduced if it did not spend all 
the allocation for the financial year. This would 
have severely impacted on service delivery 
and communities would have been rightly 
aggrieved. 

	 It was with this background in mind that the 
Technical team strategized on how to turn 
around the situation. This meant examining 
in detail the actions of various stakeholders, 
analysing the value chain and critically 
assessing the procurement process with the 
objective of finding bottlenecks and solutions. 
The management of the execution of each 
project was also looked at so as to come up 
with corrective measures where necessary. 
A turnaround strategy was developed. The 
underlying factors that contributed to this 
undesirable and untenable situation were both 
external to the organisation as well as related 
to internal processes and stakeholders. The 
major factors that led to this state of affairs are 
listed below: 
1.	 Introduction of a 14-day objection 

period in the procurement process that 
had not been taken into consideration 
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during the planning of procurement of 
services by the Department. Although this 
was a requirement for some time, UDM 
was not observing it but at the beginning 
of the financial year a decision was taken 
to implement this requirement. 

2.	 Lengthy procurement process: A 
close look at this process showed that 
on average, it took about 4 to 5 months 
and in some cases 6 months for bids to 
be awarded. If all systems were working 
efficiently one should expect at least 5 
months for big and complicated contracts 
and about 4 months for the rest.

3.	 Inadequate planning by officials: Due 
to the lengthy procurement process, 
forward planning by officials taking into 
consideration all possible scenarios is 
necessary but it had not occurred with all 
the projects.

4.	 Delays related to capacity in the 
procurement and administrative 
processes. There had been a critical 
shortage of capacity in these two units 
making it impossible to have items for 
the Bid Committees to be ready for 
consideration in time and especially during 
the December/January period when most 
officials were on 
leave. 

5.	 Delays due to 
the amended 
SCM regulations 
in December 
2011. Treasury 
amended SCM 
regulations in 
Dec 2011 and in 
January of 2012, 
UDM had to 
comply with the 
changes. As a 
result, this delayed 
the awarding of a 
number of tenders.

6.	 Delays in 
submission of 

items to the Bid Evaluation Committee 
after external and internal assessments 
of bids. Sometimes project managers did 
not write up and submit items as soon 
as assessments were finalised, thus 
delaying the consideration and awarding 
of bids.

7.	 Delays in awarding the sanitation 
LED tender due to a long-standing 
dispute with the Traditional Authority 
where our Precast Yard is situated. The 
tender for the manufacture of the upper 
structures for our sanitation projects was 
delayed because the Tribal Chief where 
the Precast Yard is located wanted a 
company of his choice to be appointed. 
However, this would have made UDM not 
to comply with the SCM regulation. Due 
to this dispute, the sanitation projects all 
over the district were delayed.

8.	 Late allocation of infrastructure funds 
by other organs of state (namely the 
Departments of Water affairs as well as 
Rural Development and Land Reform) 
making it difficult to plan adequately. UDM 
appreciates these two departments who 
gave us over R70 million but we were 
informed well after the financial year had 
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began and this forced us to start planning our cashflow all over again.
9.	 Late information and transfer of MIG roll-over funds. The District was only informed in February 

2012 of the roll-over of funds
10.	 Savings on projects seen as non-expenditure (see Tables 1.9.1 & 1.9.2.) During the design stage of 

infrastructural projects, cost estimates are made. Once the projects are put out on tender, there are in 
most cases substantial savings (refer to Table 3.) During the execution of projects, sometimes further 
savings are realised as shown on Table 4. If one did not do proper planning, it is impossible to utilize 
these savings because one cannot know in advance whether there will be savings or not until the 
relevant processes (bid adjudication and execution) of projects are completed. These savings reflect 
as non-expenditure if the financial year comes to an end without utilising them.

11.	 Lack of adequate capacity for internally supervised projects in the Municipal Infrastructure 
Implementation and especially in the Project Management Unit (PMU.) One of the disruptive elements 
of getting notices of grants on short notice and that the grants must be spent quickly is that capacity 
is not always available to allocate to the new projects that need to be implemented urgently before the 
end of the financial year. 

	 Table 1.9.3 shows all the CAPEX grants given to the District while Tables 1.9.1 &1.9.2 show the savings 
realised as the contracts were being awarded and implemented. 

	 Presented in Table 1.9.4 are the water projects that were under implementation in the 2011/12 financial year 
while Table 1.9.5 indicates sanitation projects

	 Table 1.9.4: Water projects under construction
PROJECT WARD PROJECT VALUE % COMPLETED

Middledrift Water Supply Phase 2 Ward 14 (KZ 286) & Ward 1 (KZ 284)  31,419,222.40 70

Mbonambi Water Supply Phase 1 KZ281 - 5 and 6  16,104,012.00 100

Mbonambi Water Supply Phase 2 Wards 2 & 3 (KZ 281)  156,725,350.00 13

Mhlana Somopho Phase 3C Wards 7,8 & 11 (KZ 281)  116,618,865.96 21

Middledrift Water Treatment Works Ward 14 (KZ 286)  56,739,555.60 95

Kwahlokohloko SSA 5 Wards 22 & 23   (KZ 284)  157,844,574.30 11

Upper Nseleni Phase 2
KZ281- Ward 7
KZ 283 - Ward 8

32,453,666.00 95

Greater Mthonjaneni Phase 1 & 2 Regional Project  264,748,052.00 95

Middledrift WTW Package Plant Ward 14 (KZ 286)  4,300,000.00 100

Kwahlokohloko SSA 1 Wards 9 & 10 (KZ 284)  263,150,511.00 6

Greater Mthonjaneni SSA 4 Wards 3 & 4 (KZ 283)  47,687,840.00 21

Greater Mthonjaneni SSA 5 Wards 2,3 & 5 (KZ 283)  90,739,717.00 16

Mpungose Phase 1D Reticulation Wards 11,19,20 & 21 (KZ 284)  70,219,891.17 13

Thunzini Water Supply System Ward 7 (KZ 285)  1,122,898.56 98

Bedlana Water Supply System Ward 5 (KZ 285)  1,226,035.80 100

Yanguye Ward 4 (KZ 285) Ward 1,2&3 (KZ 283)  11,559,504 59

Mfongosi Pumpstation and Rising 
Main

Ward 9 (KZ 286)  2,450,647 35

Mandaba Water Supply System Ward 7 (KZ 286)  4,851,438 99

Nkulisabantwana Water Scheme Ward 3&4 (KZ 284)  5,454,900 97
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	 Table 1.9.5: Sanitation projects under construction
PROJECT WARD PROJECT VALUE % COMPLETED

Mbonambi Sanitation Phase 3 Wards 7 & 8 (KZ281) R17,243,848.00 5

Ntambanana Sanitation Phase 3 Wards 1 & 2 (KZ 283) R13,500,000.00 42

Nkandla Phase 3 VIP Sanitation Wards 13 & 14 (KZ 286) R21,318,327.15 77

uMlalazi Sanitation Phase 3 Wards 2 & 3 (KZ 284) R21,762,755.37 53

Mthonjaneni Sanitation Phase 3 Wards 2, 3, 5 & 6 (KZ 285) R15,602,121.38 49

Ntambanana Sanitation Phase 4 Ward 3 (KZ 283) R13,500,000.00 68

uMlalazi Sanitation Phase 4 Ward 1,18 & 19 (KZ 284) R17,598,915 34

uMlalazi Sanitation Phase 5 Ward 5 (KZ 284) R8,866,013 33

Nkandla Sanitation Phase 4 Ward 7 & 9 (KZ 286) R8,605,821 58

	 Table 1.9.1: Sources of external CAPEX funds for the 2011/12 financial year as of 31 March 2012
SOURCE OF FUNDING ALLOCATION EXPENDITURE % SPENT BALANCE

DWA      53,200,000     47,719,779          90     5,480,221 

MIG     160,933,000     79,862,885          50    81,070,115 

2010/11 MIG ROLLOVER      27,592,864               -           -     27,592,864 

TOTALS     241,725,864    127,582,664          53   114,143,200 

	 Table 1.9.2: Savings realised on MIG projects during the procurement stage (July 2011 to March 2012)

S/N PROJECT NUMBER PROJECT NAME

ESTIMATED 
TENDER 
AMOUNT 
(RANDS)

AWARDED 
AMOUNT 
(RANDS)

SAVINGS/
SHORTFALL 

(RANDS)

1 UDM/MIG/18/2011 Greater Mthonjaneni 2A & 2B Bulk 6,178,437.48 6,600,000.20 - 421,562.72

2 UDM/MIG/19/2011 Greater Mthonjaneni phase 1-11 3,570,548.40 3,090,485.81 480,062.59 

3 UDM/MIG/08/2011 Greater Mthonjaneni phase 2C5 2,885,792.58 1,640,615.00  1,245,177.58 

4 UDM/MIG/09/2011 Greater Mthonjaneni phase 2D1 3,097,286.52 1,393,727.00  1,703,559.52 

5 UDM/MIG/10/2011 Greater Mthonjaneni phase 2D2 3,867,937.92 1,945,399.00 1,922,538.92 

6 UDM/MIG/11/2011 Greater Mthonjaneni phase 2D3 4,686,039.54 1,952,422.48  2,733,617.06 

7 UDM/MIG/12/2011 Greater Mthonjaneni phase 2D4 4,041,043.50 1,876,552.00  2,164,491.50 

8 UDM/MIG/15/2011 Greater Mthonjaneni SSA 4 Bulk 22,847,886.84 22,993,775.01 - 145,888.17 

9 UDM/MIG/16/2011 Greater Mthonjaneni SSA 5 Bulk 34,609,087.86 29,970,000.00  4,639,087.86 

10 UDM/MIG/23/2011 Kwahlokohloko SSA 1 Bulk 61,752,994.70 53,803,567.77  7,949,426.93 

11 UDM/MIG/21/2011 Kwahlokohloko SSA 5 Pipeline 8,706,938.96 5,673,371.88 3,033,567.08 

12 UDM/MIG/20/2011 Kwahlokohloko SSA 5 Reservoirs 8,868,416.54 12,985,718.75 - 4,117,302.21 

13 UDM/MIG/01/2011 Mhlana Somopho 3C Portion 1 26,327,758.22 26,335,734.18 - 7,975.96 

14 UDM/MIG/22/2011 Middledrift WTW: Mech & Elec 9,152,014.89 9,657,458.84 - 505,443.95 

15 UDM/MIG/17/2011 Mpungose 1D Bulk pipeline 6,830,402.32 6,086,058.72 744,343.60 

TOTAL SAVINGS OR SHORTFALL 207 422 586.27 186 004 886.64 21,417,699.63 
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	 Table 1.9.3: Further savings or over-expenditure on bulk water & water supply contracts after completion of 
projects

CONTRACT NUMBER CONTRACT NAME

TENDER AMOUNT 
INCLUDING 
CONTINGENCIES & 
VAT (RANDS)

FINAL CONTRACT 
VALUE INCLUDING 
VAT (RANDS)

FINAL SAVINGS OR 
OVER-EXPENDITURE 
ON COMPLETION OF 
PROJECT (RANDS)

UDM/MIG/13/2010 Phase 2C & 2D   10,799,113.18    12,223,820.46 -1,424,707.28 

UDM/MIG/02/2011 Phase 2C1    2,409,594.40     1,822,293.93 587,300.47 

UDM/MIG/03/2011 Phase 2C2    2,000,245.10     1,369,912.28 630,332.82 

UDM/MIG/04/2011 Phase 2C3    2,574,097.37     1,596,769.68 977,327.69 

UDM/MIG/05/2011 Phase 2C4    2,264,157.31     1,328,157.69   935,999.62 

UDM/MIG/08/2011 Phase 2C5    1,640,615.00     1,223,141.06     417,473.94 

UDM/MIG/09/2011 Phase 2D1    1,393,727.00     1,029,186.59      364,540.41 

UDM/MIG/10/2011 Phase 2D2    1,945,399.00     1,382,716.44      562,682.56 

UDM/MIG/11/2011 Phase 2D3 1,952,422.48 1,952,422.48 -  

UDM/MIG/12/2011 Phase 2D4    1,876,552.00     1,876,552.00 -  

Total including VAT (Rands)   28,855,922.84 25,804,972.61 3,050,950.23 

Total excluding VAT (Rands) 2,676,272.13

1.9.2 Jobs Created In Execution Of Capex And Opex Projects
	 uThungulu District Municipality started participating in the EPWP Phase 2 in April 2009. The EPWP Incentive 

grant is an incentive to eligible public bodies to meet their EPWP targets, maximize employment creation 
and assist to offset costs that may be incurred in making public body projects and programmes more Labour 
Intensive. 

	 The EPWP Incentive Grant target for the 2011/12 financial year was 4,684 work opportunities and the 
allocation was R7,301,000. The jobs created are shown on Table 1.9.6

	 Table 1.9.6: Jobs created under the expanded public works programme

JOB CREATION PROGRAMME
ACHIEVED OUTPUT FOR EACH 
QUARTER TOTAL 

NUMBER
1st 2nd 3rd 4th

CAPEX (MIG)
Jobs (Full-Time Equivalent – FTE) created from 
MIG projects

570 187 145 278 1180

CAPEX (UDM)
Jobs created from Tanker Reduction Strategy 
projects

0 175 175

Jobs created from OPEX projects (water services provider 
function)

501 501 1002

TOTAL NUMBER 1071 863

PERCENTAGE OF TARGET (%) 66.9 53.9

	 These opportunities are based on Capital projects implemented by the Technical Department as well as the 
jobs created through the WSSA contract for Operations and Maintenance of water schemes.



74

	 1.10	General Comments And Challenges 
With Water Services

	 1.10.1 Vandalism
	 The whole district has been plagued by 

vandalism which has left a number of 
communities without water. Numerous attempts 
have been made to address this issue including 
arranging community meetings, addressing 
communities through the media using the 
Mayoral radio slots and the municipality’s own 
monthly newsletter, but this has had a minimal 
impact. Presented in Figure 4.4 is an example 
of theft of cables in some schemes while Figure 
4.5 shows vandalism in Ntambanana.

	      
	 Figure 1.10.1: Vandalism of DB box at Mkhize 

Dam in Ntambanana

	  
	 Figure 1.10.2: How access was gained and a 

lock hacked off the steel door at Mkhize Dam

	 1.10.2 Droughts
	 Drought has been ravaging the District for the 

last 3 years or so. The effect of the drought 
have been quite severe as many water sources 
especially boreholes and dams have dried 
up. Figure 1.10c shows damage caused by 

the floods that showered the district in late 
December 2010.

	
	 Figure 1.10.3: The Impact of the drought on 

storage of water in dams: Crocodile Dam

1.10.3 Illegal Connections/ Abuse Of Water
	 Another challenge that the municipality is 

facing is that of the increasing number of 
illegal connections and water wastage by 
communities which impacts on the supply to 
the rest of the scheme or network. Figures 
below: 1.10.4 shows an illegal connection from 
a gentleman who complained bitterly during 
the recent IDP roadshows that he doesn’t have 
water and when we visited the area for a further 
inspections on his allegations we found a water 
hose leaking badly without any care from the 
household. 1.10.5 Shows  an illegal connection 
under construction that was discovered by our 
staff members in Phathane in uMfolozi.

	
	 Figure 1.10.4: Water wastage at Mtimofu in 

uMlalazi Municipality, communal standpipe 
serving one household, illegally
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	 Figure 1.10.5: An illegal connection under 

construction discovered by our staff members 
in Phathane in uMfolozi

	
	 Figure 1.10.6: Ready for an illegal connection 

at one of our bulk lines

	
	 Figure 1.10.7: Destination of the illegal 

connection in 1.10.6

2.	 Waste Management Services

2.1	Introduction To Provision Of Waste 
Management Services

	 The District Integrated Waste Management 
Plan was compiled in 2005 and reviewed 
in 2009. A Consultant was appointed in 
March 2012 to prepare a Master Plan for the 
uThungulu Regional Landfill Site (URLS) and 
to rehabilitate Load Cell 1. The consultant will 
conclude his work before the end of September 
2012 after which contracts will be put in place 
to address the abovementioned issues.

2.2	Total Use Of Waste Management Services 

	 The waste data is recorded on a monthly basis to the Waste Information System as required by the 
Department of Environmental Affairs for the activities of URLS. The quantity of waste stream received, of 
which approximately 80% is domestic waste are presented in Table 2.2.1:

	 Table 2.2.1: Amount of waste received in 2011/12 financial year
QUARTER 1 2 3 4 TOTAL (TONS)

TONNAGE 26 322 29 267 32 148 35 422 123 159

2.3	 Waste Management Service Delivery Level

	 2.3.1 Umhlathuze Municipality:
•	 Produces domestic, business, industrial, garden waste, street sweepings, medical waste and 

hazardous waste.
•	 Currently 63% of households within the municipality are covered by waste collection systems whilst 

37% is not covered (mainly rural households)
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•	 It uses kerb site collection, skips and a 
combination thereof to collect domestic, 
business, industrial waste and street 
sweepings. The waste collected is 
disposed of at uThungulu Regional 
Landfill Site.

•	 Specialised containers for medical waste 
are used but the municipality does not 
collect medical waste; there are private 
contractors who collect waste and 
dispose of it in Durban.

•	 Hazardous waste is collected by private 
waste collection companies and disposed 
of in Durban.

•	 The municipality had targeted that it 
would place community skips in rural 
areas, reduce waste by 6% per year 
for the next 8 years, reduce disposal of 
waste by 3% per year and run clean-
up campaigns. That still needs to be 
measured.

•	 uMhlathuze Municipality has an IWMP 
available. 

	 2.3.2 Umlalazi Municipality:
•	 There are only three towns within the 

municipality where waste is generated 
and are covered by waste collection 
and removal services namely; Eshowe, 
Mtunzini and Gingindlovu.

•	 There are two landfill sites within the 
municipality: one in Eshowe and one at 
Mtunzini.

•	 Currently 100% of urban households are 
covered by a waste collection system 
whilst 0% of rural households are 
covered.

•	 At Eshowe landfill site domestic, business, 
building, garden, industrial waste and 
street sweepings are generated and 
disposed of at the Eshowe Landfill Site 
except  medical waste. Medical waste 
is collected by private contractors and 
disposed of in Durban. There is also 
saw dust generated but it is not collected 
by the municipality. However the waste 
generators dispose of it at Eshowe 

Landfill Site.
•	 At Mtunzini domestic, business, building, 

garden, industrial waste, street 
sweepings and medical waste (doctors’ 
rooms) are generated within the town. 
Building and garden waste are disposed 
of at Mtunzini Landfill Site. Medical 
waste is collected by private contractors 
and disposed of in Durban and the other 
waste types are disposed of at uThungulu 
Regional Landfill Site in Empangeni.

•	 A combination of skips and kerb site 
collection is used to collect waste within 
the municipal area.

•	 Private recycling plants are also in 
operation in both Eshowe and Mtunzini 
towns.

	 2.3.3 Mthonjaneni Municipality:
•	 There are three areas within the 

municipality where waste is generated 
and are covered by waste collection and 
removal systems namely, Melmoth town, 
Thubalethu and KwaMagwaza Hospital.

•	 There is one landfill site: Melmoth Landfill 
Site.

•	 Domestic, business, garden, building 
waste, street sweepings and medical 
waste are generated within the municipal 
area.

•	 Cages, bins and kerb site collection is 
the method of waste collection within 
the municipal area. Building waste is 
collected on request; medical waste 
is collected by private contractors and 
the rest of the waste is collected by the 
municipality and disposed of at Melmoth 
Landfill Site.

2.3.4 Nkandla Municipality:
•	 Currently 100% of urban households 

within Nkandla Town are covered by a 
waste collection system, whilst 0% of 
rural households are covered.

•	 Domestic, business, garden, building 
waste, street sweepings and medical 
waste are generated within the municipal 
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area.
•	 Medical waste is collected and disposed 

of by private contractors in Durban while 
building waste is collected and disposed 
of at Nkandla Landfill Site by waste 
generators.

•	 Nkandla Municipality has an IWMP 
available.

2.3.5 Umfolozi Municipality
•	 Kwambonambi town is the only area 

covered by a waste collection and 
removal system.

•	 Domestic, business, industrial and 
garden waste, street sweepings, medical 
waste and hazardous waste is generated 
within the municipal area.

•	 Waste generated within Kwambonambi 
town, with the exception of garden 
waste, is disposed of at uThungulu 
Regional Landfill site via Kwambonambi 
Transfer Station. 

•	 A recycling facility has been built at the 
transfer station

•	 There is an unregistered Mbonambi 
Landfill Site where informal collection of 
paper and glass is taking place.

•	 Mbonambi Municipality has an IWMP 
available. 

2.3.6	 Ntambanana Municipality:
•	 Ntambanana does not have any formal 

town nor formal townships established, 
which has resulted in it not having a rates 
base or income stream to contribute 
towards a waste collection and removal 
service.

•	 Possible waste generators within the 
municipality are:

	 -	 Three Clinics
	 -	 Two Game Reserves
	 -	 Commercial Cane Farmers
	 -	 Schools and
	 -	 Denser rural settlements
•	 Medical waste generated in the clinics 

is collected by private contractors and 
disposed off in Durban.

•	 Ntambanana Municipality has an IWMP 
available.

2.4	Access To Waste Management
	 The District has a regional landfill site at 

Empangeni and a number of transfer facilities 
at Melmoth, Bucanana and Mbonambi.

2.4.1 Uthungulu Regional Landfill Site (Urls)
	 URLS has been servicing most of the 

uThungulu area of jurisdiction including 
the Mtubatuba Town under uMkhanyakude 
District Municipality since 2003. The site 
accommodates seven waste cells and has a 
design lifespan of at least 35 years. uThungulu 
District Municipality (the permit holder) has 
been granted authority to develop and operate 
the site according to the requirements of the 
Permit Conditions issued in terms of Section 
20(1) of the Environmental Conservation Act 
73, 1989. The site has a problem with regards 
to storm water and leachate control which 
needs to be addressed urgently. As per the 
permit conditions:
•	 A monitoring committee was formed in 

June 2008 and meets on a quarterly basis 
to monitor the operations of the site.

•	 An Annual External Audit was performed 
during May 2012 and the issues raised are 
currently being addressed.

•	 Bi-Annual water quality samples are done 
on 15 July and 15 January every year.

	 The following urban areas make use of the 
facility at present:
•	 uMhlathuze City
•	 Bucanana in Ntambanana
•	 Mbonambi in uMfolozi
•	 Mthunzini and Gingindlovu towns in 

uMlalazi LM
•	 Mtubatuba

2.4.2 Solid Waste Transfer Stations
	 Transfer Station is a facility that receives solid 

waste from collection vehicles and reloads 
that waste into larger vehicles for transfer to 
a disposal or processing facility. The Waste 
Management Licence for decommissioning 
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of the Melmoth Landfill Site together with the 
construction and operation of a Waste Transfer 
Facility was granted by the Department 
of Agriculture, Environmental Affairs and 
Rural Development. The construction of the 
Melmoth Solid Waste Transfer Station has 
been completed and hence it will soon be 
commissioned by Mthonjaneni Municipality 
for operations. However the condition of the 
uncompleted access road poses a problem 
for operations. Mthonjaneni has to consider 
the transportation of municipal waste to the 
nearest landfill site and the rehabilitation the 
existing landfill site. 

2.5 	 Waste Management Services Policy 
Objective

	 A Regional landfill site at Empangeni was 
established in 2004. Waste transfer stations 
at Mtunzini, Ntambanana and Kwambonambi 
towns were constructed to transport waste to 
the regional site. Completed transfer stations 
are at Melmoth and Eshowe. The review of the 
Integrated Waste Management Plan has been 
completed during the 2009/2010 financial year 

and is available on uThungulu’s website.

2.6	 Human Capital In Waste Management 
Services

	 Table 2.6.1: UDM Personnel involved with 
waste management at URLS

PERSONNEL NUMBER

Facility Manager (temporary) 1

Weighbridge Operator (temporary) 1

Weighbridge Operator (fixed term 
contract)

1

General Worker (fixed term contract) 5

General Worker (temporary) 4

Cleaner (fixed term contract) 1

Total Landfill Staff 13

2.9	 Waste Management Services Capital 
Expenditure 

	 Presented in Table 2.9.1 are the CAPEX 
projects on waste management that were or 
are being implemented.
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	 Table 2.9.1: Waste management capital projects
PROJECT WARD PROJECT VALUE % COMPLETE

Transfer Station at the Melmoth Landfill Site Ward 1 (KZ 285) R2 846 000.00 100

Upgrade of Access Road at Melmoth Landfill Ward 1 (KZ 285) R1,003,870.89 55

Bin Services for uThungulu Regional Landfill Site (KZ 282) R482,030.00 55

Provision of Plant Hire Services for uThungulu Regional 
Landfill Site

(KZ 282) R3,628,751.50 55

3. Roads And Transport Services
The responsibility of roads (excluding municipal 
roads) within the district remains the responsibility 
of the Department of Transport and SANRAL. The 
planning responsibility is with the district. Rural Access 
roads have the most impact for future development 
of the district. The uThungulu District completed 
its Integrated Transport Plan during April 2005 and 
the review of the Public Transport Plan component 
thereof has recently been drafted. Broadly, the scope 
of work is as follows:
•	 Review and Collection of Additional CPTR Data
•	 Review and Update Public Transport Status Quo
•	 Review and Update Public Transport Vision, 

Goals and Objectives
•	 Review and Update Initial Public Transport 

Proposals
•	 Review and Update Rationalisation Strategy
•	 Review and Update Operations Strategy
•	 Review and Update Prioritised Public Transport 

Proposals and
•	 Implementing programme
•	 Review and Update Financial Implications

To this end, the uThungulu District is engaging 
closely with the National and Provincial Departments 
of Transport in respect of the following:
•	 To ensure that there is a clear understanding of 

the financial and operational implications of the 
reviewed PTP on the district.

•	 The preparation of a Roads Asset Management 
System (RAMS) that will include classification of 
roads

•	 The proposed preparation of an Integrated Rapid 
Public Transport Plan.

The District has a coordinating role when it comes 
to roads and transportation services. The National 

Department of Transport (NDOT) has commenced 
with a programme of classifying and mapping all rural 
roads by providing a grant to District Municipalities 
to carry out the programme. The Rural Transport 
Services and Infrastructure Grant from the National 
Department of Transport was gazetted with its 
conditions of grant in the Government Gazette on 
10 May 2011. The amount allocated for the 2011/12 
financial year, was R1.688 million, which was received 
by uThungulu District Municipality on 31 October 
2011. The allocation will continue for financial year 
of 2012/13 and 2013/14. The objective of the grant 
is to ensure efficient and effective investment in 
rural roads by means of development of Road Asset 
Management Systems (RAMS) through:-
•	 Collection of road inventory data including 

conditions assessment and traffic data; and
•	 Setting up pavement and bridge management 

systems compatible with national standards.

In pursuance of the objectives of the grant, Madan 
Singh & Associates were appointed under a 
performance based contract with an option to 
renew annually in order to assist uThungulu District 
Municipality with the overall Road Asset Management 
System. 12 interns were appointed for training and it 
is envisaged that they will be absorbed by the Local 
Municipalities once the mapping is completed. 

4. Housing Services
Whereas this is a responsibility of the LMs, the 
District has a coordination and oversight role over 
this function. Besides the oversight and coordination 
roles, UDM assisted Mthonjaneni and Nkandla 
LMs with building inspectorate services. However 
Mthonjaneni has appointed their own building 
inspector and will no longer make use of this 
service. Nkandla Municipality residents experience 
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problems with title deeds and permission to occupy 
certificates for their houses. uThungulu’s support 
included the following:
•	 Evaluation and approval of building plans in 

the towns
	 - The total plans approved by the Building 

inspectorate in 2011/12 are:
•	 	 Mthonjaneni (KZ285) - 4 and 
•	 	 Nkandla (KZ286) - 7

•	 	 Inspection of new construction and 
enforcement of building regulations

•	 	 Inspection of town buildings and identification 
of encroachments

•	 	 Reporting encroachments to the relevant 
municipality and making recommendations 
with regards to dealing with such offenders

•	 	 Review of municipal building regulations and 
comments on the municipal bylaws.

•	 The District has only one Technician who 
doubles as a building inspector and Technician 
overseeing the implementation of water and 
sanitation projects.

6.	 Cemetery Services
		 5.1	 Introduction To Provision Of Cemetery
			  Services

The regional cemetery in Empangeni was 
developed by Uthungulu in 2004 when 
the first phase was completed where after 
uMhlatuze City managed the operations. 
uThungulu took over the cemetery operations 
since July 2010. 

5.2	 Total Use Of Cemetery Services
The Burial statistics is summarized in Table 5.1

Table 5.1: Cemetery services in the 2011/12 
financial year

QUARTER 1 2 3 4 TOTALS

New Graves 108 108 107 111 434

Tombstones 51 36 20 32 139

Reserves 1 1 0 1 3

5.3 Cemetery Service Delivery Level

The District is responsible for the Regional Cemetery 

but UDM is also assisting uMlalazi Municipality in 
establishing a cemetery at Mandawe. 

The terms of reference for the appointment of a 
service provider to conduct a feasibility study were 
developed.

UDM does assist with pauper burials as well as 
burials of indigent residents

2.5	 Cemetery Services Capital Expenditure 
(Capex) 
ZAI Consulting Engineers was appointed 0n 30 
May 2008 by the uThungulu District Municipality to 
design and implement Phase 2 of the Empangeni 
Regional Cemetery. The scoping report was 
finalized in October 2008 and the construction of the 
2nd Phase was planned to start in February 2010 
with the 2009/2010 financial year budget. However, 
due to financial constraints, the implementation of 
this phase was split into sub stages namely; 
•	 Phase 2A, for the clearing and fencing of the 

site, 
•	 Phase 2B, for the conversion of conservancy 

system into municipal sewer system, 
•	 Phase 2C, for the construction of infrastructure 

such as roads, stormwater drainage, water 
main, parking, etc,

•	 Phase 2D, to complete infrastructure, fencing 
and clearing

Phase 2A, tender UDM/27/2009 for the clearing and 
fencing was awarded to Umkhumbi Plant Hire cc 
for R 1, 256,860.00 excl. VAT and the construction 
was completed in May 2011. Phase 2B, contract 
number UDM/10/2011 for the conversion of the 
conservancy tank system into municipal sewage 
system was awarded on the 26th August 2011 to 
Umuzi Civils t/a SAL Kuhlase Civils for an amount 
of R 826,498.80 excl. VAT. The contract was 
completed in March 2012. In September 2011 an 
estimate for implementation of phase 2C and 2D 
was submitted with the scope of works separated to 
meet the budget constraints (without an allowance 
for escalation and excluding VAT); 
•	 Phase 2C, construction of the Infrastructure 

was R 6,790,402.16, 
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•	 Phase 2D, to complete infrastructure, clearing 
and fencing was R 2,832,471.09. 

2.6 Human Capital In Cemetery Services
The human capital for this function is shown on 
Table 5.2

Table 5.2: Waste management capital projects
PERSONNEL NUMBER

Supervisor 1

General Worker (permanent) 3

Cleaner (fixed term contract) 1

General Worker (temporary) 5

Total Cemetery Staff 10

6. Electricity services

The uThungulu District Municipality reviewed its 
Energy Master Plan during 2009/ 2010. Of the 
estimated 141 532 Households in uThungulu, 75 
514 were connected by 2009 leaving a backlog of 
66 018 connections (47%). Not many opportunities 
were identified for renewable and alternate energy 
sources. Feasibility studies and pilot project 
initiatives were identified for Micro Hydro, Wind 
and Bio-Gas generation and Solar Water Heating. 

Notwithstanding the above, UDM intends to 
commence with a pilot study on biogas production 
using animal waste in the 2012/13 financial year. 
Three pilot sites were selected with a site in 
Mthonjaneni, uMlalazi and Nkandla LMs. A budget 
of R100 000 was set aside for the first pilot site in 
Mthonjaneni. 

Eskom supplies electricity in bulk to Richards 
Bay, Melmoth, Eshowe and Empangeni who 
in turn distribute to their consumers. The Local 
Municipality of Nkandla was assisted by the UDM 
with the provision of basic electricity until July 2010, 
but now is responsible for service provision in the 
town. The supply to rural areas is slow due to high 
costs associated with scattered settlements and no 
anchor clients. Eskom’s supplies grid electrification 
while the Department of Mineral and Energy 
Affairs is responsible for non-grid electrification. A 
combined strategy/partnership between uThungulu 
and Eskom is urgently required to form an integrated 
and sustainable electrical service delivery within 
the district. In conjunction with the Department of 
Minerals & Energy and Eskom a plan should be 
devised to implement the uThungulu Energy Master 
Plan as compiled. 
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Organisational Performance Measurement System 
(OPMS) and Individual Performance Measurement 
System (IPMS) for Section 56 Managers.
The 2011 /12 financial year saw the fifth year of uThun-
gulu District Municipality measuring the performance 
of the Deputy Municipal Manager and the three heads 
of Department in terms of the Municipal Performance 
Regulations for Municipal Managers and Managers 
directly reporting to Municipal Managers dated 1 Au-
gust 2006.  In terms of the provisions of the regulations 
each Section 56 Manager entered into a Performance 
Agreement within the specified timeframe for the 
2011/12 financial year, being 31 July 2011.

The performance regulations necessitate a municipal-
ity to assess performance of its Section 56 Managers 
once every quarter (quarters 1 and 3 informal and 
quarters 2 and 4 formal) in respect of a financial year 
under review.  In the case of uThungulu all four quar-
terly performance assessments were treated as formal 
and carried out by Performance Assessment Panels, 
constituted in accordance to the said regulations.  The 
performance assessment results for all four quarterly 
performance assessments were audited by the mu-
nicipality’s internal auditors, Messrs Pricewaterhouse 
Coopers and results submitted to the Uthungulu Per-
formance Audit Committee.

For the 2012/13 financial year preparations are once 
again in place to conduct performance assessments, 
once per quarter, during the year and Section 56 Per-
formance Agreements have duly been entered into in 
accordance to legislative provisions by 31 July 2011 
for existing Section 56 Managers.  For newly appointed 
Section 56 Managers who take up office, the Regu-
lations provide for a period of 60 days within which 
agreements should be entered into.

In respect of Organisational Performance Measure-
ment, the municipality compiled an Organisational 
Performance Scorecard for the 2011/12 financial year 
in accordance to the National Key Performance Areas 
and corresponding Key Performance Indicators, as 

 Chapter 4: Organisational Development Performance
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prescribed by COGTA. This “scorecard” gives an in-
dication on the performance of Uthungulu as a local 
government institution and is included below as part of 
the Annual Performance Report, COGTA further also 
required that quarterly datasheets on Key Data  had to 
be utilized to compile the State of Local Government 
Report.

PRELIMINARY ANNUAL
PERFORMANCE REPORT

1.	 Legislative requirements

	 Outlined in Section 40 of the Municipal Systems 
Act of 2000 (MSA), Municipalities must estab-
lish mechanisms to monitor and review its Per-
formance Management System (PMS) so as to 
measure, monitor, review, evaluate and improve 
performance at organisational, departmental and 
employee levels.  Section 34 of the MSA further-
more points out that the Integrated Development 
Plan (IDP) has to be reviewed on an annual basis, 
and that during the IDP review process the Key 
Performance Areas, Key Performance Indicators 
and Performance Targets be reviewed and this 
review will form the basis for the review of the Or-
ganisational Performance Management and Per-
formance Contracts of Section 57 Managers.

	 The Municipal Planning and Performance Man-
agement Regulations (2001) stipulates that a 
“municipality’s performance management system 
entails a framework that describes and repre-
sents how the municipality’s cycle and processes 
of performance planning, monitoring, measure-
ment, review, reporting and improvement will be 
conducted, organised and managed, including 
determining the roles of the different role-players” 
(Chapter 3, Section 7, Municipal Planning and 
Performance Management Regulations, 2001). 

	 Section 46 of the Municipal Systems Act (Act 32 of 
2000), stipulates the following:-

	 “Annual performance reports

	 46.	 (1)	A municipality must prepare for each fi-
nancial year a performance report reflect-
ing -

		  (a)	 the performance of the municipality 
and of each external service provider 
during that financial year;

		  (b)	 a comparison of the performances re-
ferred to in paragraph (a) with targets 
set for and performances in the previ-
ous financial year; and

		  (c)	 measures taken to improve perfor-
mance.

		  (2)	An annual performance report must form 
part of the municipality’s annual report in 
terms of Chapter 12 of the Municipal Fi-
nance Management Act.”

2.	 Introduction 

	 The first performance management framework 
was adopted by the uThungulu District Municipal-
ity during 2004.  The framework was reviewed and 
amended during 2006/2007 financial year to align 
with the best practice guidelines suggested by the 
then Department of Provincial and Local Govern-
ment and Traditional Affairs of Kwazulu Natal.  

	 The Performance Management unit, residing in 
the Office of the Deputy Municipal Manager, was 
capacitated during the 2008/2009 financial year 
with the appointment of an external service pro-
vider to deliver assistance with the institutionali-
zation of the Performance Management System.  
During the 2011/2012 financial year a Perfor-
mance Management Framework and Policy was 
developed and adopted by the Performance Audit 
Committee for the 2011/2012 financial year.

3.	 Organisational Performance Management Pro-
cess

	 Key performance indicators have been refined in 
support of the municipality’s development priori-
ties and objectives as set out in the revised IDP 
framework and will remain for the duration of 
the IDP period for consistency in measuring and 
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reporting on long term strategies and projects.  
Measurable performance targets with regard 
to each of these development priorities and ob-
jectives were established.  A process to ensure 
regular reporting is in place and is fed back to the 
Council via the Performance Audit Committee. 

	 Individual performance agreements and perfor-
mance plans were prepared in line with provi-
sions prescribed in the Performance Regulations 
(Notice 805, published on 1 August 2006 in the 
official gazette) and signed by the  Deputy Mu-
nicipal Manager and Heads of Department. The 
positions of Municipal Manager and Executive 
Director: Corporate Services were vacant during 
the financial year. These agreements are fully im-
plemented and aligned with the Service Delivery 

and Budget Implementation Plan as required in 
terms of the Municipal Finance Management Act.  

	 Performance Evaluation Panels have also been 
established for the assessment of performance 
of the Municipal Manager as well as Managers 
directly accountable to the Municipal Manager.  
These panels meet on a quarterly basis to evalu-
ate individual performance.

	 The following diagram illustrates a summary of 
the newly developed performance management 
framework for the uThungulu District Municipality 
for performance measurement and reporting, ad-
hering to the guidelines suggested by KwaZulu-
Natal Province, Department for Cooperative Gov-
ernance and Traditional Affairs:

uThungulu Performance Management Framework diagram
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4.	 Performance Audit Committee

	 The Performance Audit Committee for the 
2011/2012 financial year was re-affirmed and the 
members were as follows:
•	 Dr V J Mthembu – Chairperson
•	 Mr Z Mzimela
•	 Cllr SW Mgenge
•	 Mr Z Nkopane - (Co-opted): Chairperson Au-

dit Committee

	 The Performance Audit Committee did meet 
bi-annually as required by legislation on 19 De-
cember 2011 and 25 June 2012.  The minutes of 
meetings are available in the Portfolio of Evidence 
of the Deputy Municipal Manager.

5.	 Auditing of Performance Information

	 The Municipal Systems Act, 2000, Section 45 re-
quires that the results of performance measure-
ments in terms of section 41 (1)(c), must be au-
dited as part of the internal auditing process and 
annually by the Auditor-General.  All auditing must 
comply with section 14 of the Municipal Planning 
and Performance Management Regulations, 2001 
(Regulation 796).  

	 PriceWaterhouseCoopers was appointed by uT-
hungulu District Municipality to perform the Inter-
nal Audit function within the municipality.  As part 
of their scope, auditing of the Performance Man-
agement System and Audit of Performance Infor-
mation was performed and reports are received 
for each quarter in terms of the following: 

	 Quarter 1:
	 Review the functionality of the Performance Man-

agement System and management’s compliance 
thereto.

	 Quarter 2:
	 Review scorecards on a test basis to supporting 

evidence on a sample basis;
	 Record the system/systems (electronic and/or 

manual) that are used to generate the perfor-
mance information and perform walkthrough test-
ing to validate (AOPI); and

	 Perform detailed testing on selected performance 
information (AOPI).

	 Quarter 3:
	 Ensure compliance with the requirements of the 

PMS regulations for quarter 3.

	 Quarter 4:
	 Review scorecards on a test basis to supporting 

evidence on a sample basis;
	 Perform detailed testing on selected performance 

information (AOPI); and
	 Ensure the accuracy and validity of the informa-

tion included in the annual report based on the 
evidence inspected, on a sample basis.

6.	 Customer Satisfaction 

	 The last Customer Satisfaction Survey was con-
ducted during the 2008/2009 financial year and 
the results were communicated to Council via the 
Performance Audit Committee.  The next Custom-
er Satisfaction Survey will be conducted during 
the 2012/2013 financial year.

7.	 Annual Organisational Performance Informa-
tion

	 The Annual Performance Report for the 2011/2012 
financial year has been completed and reflected 
in the Organisational Performance Scorecard in a 
table format (as prescribed by KZN CoGTA).  The 
Organisational Performance Scorecard table will 
be presented to the Auditor General for auditing 
together with the Annual Financial Statements 
by 31 August 2012. This report will be tabled to 
Council on 13 September 2012.

	 This Annual Performance Report (Tables) should 
be read in conjunction with the Annual Report, in-
cluding the Annual Financial Statements as well 
as Auditor General Report on the Annual Finan-
cial Statements and Performance Information for 
2011/2012.

	 The following table reflects the organisational per-
formance targets and achievements as reflected 
in the Integrated Development Plan, in relation to 
the achievements of the previous financial years 
as well as reflecting corrective measures to be 
taken in the 2012/2013 financial year in cases of 
under achievement:
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STRATEGY FIVE:
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DEPARTMENT OF CORPORATE
SERVICES

SECTION: Management Services

LIST OF POLICIES 
•	 Management Motor Vehicle Policy
•	 Non Management Motor Vehicle Policy
•	 Leave Policy ( Annual, Family Responsibility, Sick, 

Maternity, Long Service)
•	 Subsistence & Travel allowance Policy
•	 Overtime Policy
•	 Substance Abuse Policy
•	 Relocation Policy
•	 Retirement Annuity Policy
•	 Telephone Policy
•	 Cell phone Policy
•	 Acting Allowance Policy
•	 Housing Subsidy Scheme Policy
•	 Housing Rental Policy
•	 Termination Policy
•	 Exit Interview Policy
•	 Pool Vehicle Policy
•	 Email & Internet Policy
•	 Code of Conduct & Declaration of Interest Policies
•	 Grievance & Disciplinary Policy
•	 Occupational Health & Safety Policy
•	 Sexual Harassment Policy
•	 EAP Policy
•	 Smoking Policy
•	 Training & Development Policy
•	 Succession & Retention Policy
•	 Internship Policy
•	 Employment Equity Policy
•	 Recruitment & Selection Policy
•	 HIV/AIDS Policy

POLICIES FOR OCCUPATIONAL HEALTH AND 
SAFETY 
1.	 Occupational Health & Safety Policy
2.	 HIV/AIDS Policy
3.	 Substance Abuse Policy
4.	 EAP Policy

INJURIES 
Injuries reported to the Compensation
Commissioner..........................................................11
Minor injuries...........................................................2
Injuries involving Contractors..................................0

Executive Director: Corporate Services
Ndumiso Xulu
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COMMENT ON INJURIES
There is a decrease in injuries on duty compared to last year where 15 injuries were reported to the Compensation 
Commissioner.

In this financial year 1 employee has been medically boarded due to the nature of the injury sustained which re-
sulted in the paralysis of upper limbs.             

ANNUAL SICK LEAVE REPORT 
There are one hundred and eighty (180) employees who took leave from 30 June 2010 to 1st July 2011.

ADJUSTED SALARIES 
There are one hundred and three (103) employees whose salaries were adjusted in October 2010 through job 
evaluation.

EXCEEDED THE GRADE
There are one hundred and ninety eight (198) employees whose salaries are exceeding the grade determination 
by Job evaluation.

DECLARATION OF FINANCIAL INTEREST 
•	 uThungulu District Municipality requests all employees to declare their financial interest on an annual basis on 

the 1st of April of each year. 
•	 The documents are filed to keep the record.

SKILLS DEVELOPMENT 
The budget for training was approved by Council on the 04 May 2012.  

During the period 01 July 2011 to 30 June 2012 financial year, skills development was afforded to the following oc-
cupational categories:

OCCUPATINAL
INJURIES

NUMBER OF
EMPLOYEES TRAINED

Councillors 21

Directors and Corporate Managers 9

Professionals 16

Technicians & Trade Workers 39

Community and Personal Service Workers 2

Clerical and Administrative Workers 29

Machine Operators and Drivers 23

Labourers 23

TOTAL 166

The approved budget for 2011/2012 was R 954 047.00 for Councillors, Officials and Subsistence and Travelling.  
During the 2011/2012 financial year an additional amount of R 432 617.00 was added on the training vote, totaling 
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R1 386 664.00.  The amount spent in 2011/2012 financial year on actual training is R 1 181 164.83 with a balance 
of R190 955.70

The 2011/2012 Annual Training Report and the 2012/2013 Workplace Skills Plan was approved by the Training 
Committee at its meeting held on 28 June 2012 and was successfully submitted to LGSETA by the deadline of 30 
June 2012.  Levy grants totaling an amount of R432 617 were received from LGSETA for the period 2011/2012.

QUALIFICATION PROFILE 2010/11

OCCUPATIONAL CATEGORIES
BELOW 
NQF 1

NQF 1 NQF 2 NQF 3 NQF 4 NQF 5 NQF 6 NQF 7 NQF 8

Councilors 2 3 9 10 9 6

Directors & Corporate Managers 2 5 5 1

Professionals 1 4 2 16 2

Technician & Trade Workers 5 2 3 13 7 17 1

Community & Personal Service 1 2 2

Clerical & Administrative 1 3 39 17 14

Machine Operators & Drivers 26 7 14

Labourers 38 6 24

Total number of employees with an NQF Level 1 and below 53

Employees with and NQF Level 1 and below as a % of total employees 17.21%

Total number of employees with an NQF Level 2, 3 and 4 76

Employees with and NQF Level 2,3 and 4 as a % of total employees 24.68%

Total number of employees with an NQF Level 5 and above 93

Employees with and NQF Level 5 and above as a % of total employees 30.19%

BURSARIES
The budget for bursaries for 2011/2012 financial year was approved by Council on 04 May 2011.  The following were 
bursary holders during 2011/2012:

BURSARY TYPE NUMBER AWARDED BUDGET FOR 2011/2012 AMOUNT SPENT IN 2011/2012

Officials 7 existing bursary holders R 150 282.00 R30 819.85

Dependants 2 existing bursary holders R188 181.00 R69 111.84

External Bursaries 1 bursary R53 000.00 R8 926.82

During the 2011/2012 financial year no new bursaries were awarded. In 2011/2012, 6 Officials, 1 Dependant com-
pleted their studies.

BY GENDER

BURSARY TYPE
NUMBER 

AWARDED
GENDER

Officials 6 Female

1 Male

Dependants 2 Females

External Bursaries 1 Male
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BY RACE GROUP

BURSARY TYPE
NUMBER 

AWARDED
RACE

Officials 2 Indian

4 African

1 White

Dependants 1 Indian

1 African

External 1 African

OFFICIAL BURSARIES
The municipality is paying 100% towards the Officials 
tuition fees, textbooks and notes and Officials are stud-
ying part-time.

DEPENDANTS BURSARIES
The Municipality is paying 70% towards their tuition 
fees, accommodation, textbooks and notes.

EXTERNAL BURSARIES

NATIONAL DIPLOMA IN CIVIL ENGINEERING 
The Municipality has awarded 1 student with 100% ex-
ternal bursaries towards their tuition fees, accommo-
dation, textbooks and meals. The student is studying 
towards his National Diploma in Civil Engineering and 
is currently on his in-service training with the Munici-
pality during the academic year.  

LEARNERSHIP/ PROGRAMMES

CERTIFICATE:
LOCAL GOVERNMENT ACCOUNTING NQF3
The Department of Local Government and Traditional 
Affairs in partnership with the Local Government Sec-
tor of Education and Training Authority (LGSETA) and 
the Association of Accounting Technicians (South Af-
rica, AAT (SA) has delivered a brand new qualification 
called Local Government Accounting Certificate Pro-
gramme.  The qualification is a financial qualification 
at NQF3 that is recognized by both LGSETA and FAS-
SET (the Seta for Finance, Accounting, Management 
Consulting and Other Financial Services) and leads 

towards professional body membership of AAT (SA).  
The qualification is also internationally recognized and 
forms the first step in a pathway leading towards a fi-
nancial management qualification.

uThungulu District Municipality had 4 Officials who were 
participating in this programme which commenced in 
November 2011 and ends in September 2012.  The 
Learnership was funded by Local Government Sector 
of Education & Training Authority (LGSETA).

OCCUPATIONAL DIRECTED EDUCATION & TRAIN-
ING LEARNERSHIP NQF5
LGSETA in partnership with Durban University of Tech-
nology has delivered the Occupational Directed Edu-
cation & Training Learnership at NQF5 for all munici-
pal Skills Development Facilitators. uThungulu District 
Municipality has 1 Official participating in this learner-
ship which commenced in October 2010 and ended 
in August 2011.  The Learnership is funded by Local 
Government SETA. The Official who has participated 
in this programme has been deemed competent and 
will be graduating in September 2012

NATIONAL CERTIFICATE: WATER & WASTEWA-
TER TREATMENT PROCESS OPERATIONS NQF3
The Department of Water Affairs in partnership with 
LGSETA and The Water Academy has delivered a 
National Certificate in Water & Wastewater Treatment 
Process Operations at NQF3 in order to assist employ-
ers to comply with the Regulations under the Water 
Services Act (Act No. 108 of 1997) aimed at ensuring 
that no unqualified person will be allowed to operate 
water supply system or waterworks.

uThungulu District Municipality had 8 Officials partici-
pating in this learnership and ended up with 7  Officials 
as one passed away during the course of the pro-
gramme. The programme commenced in June 2011 
and ended in May 2012. In June 2012 results were 
received and all Officials were deemed competent. uT-
hungulu District Municipality is still waiting for the date 
of graduation from LGSETA and the Water Academy. 
The Learnership is funded by Local Government SETA 
& Department of Water Affairs.
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EXECUTIVE LEADERSHIP
MUNICIPAL DEVELOPMENT PROGRAMME
uThungulu District Municipality has 7 Councillors par-
ticipating in this programme and it is pitched at NQF6. 
The programme is funded by the Municipality and com-
menced in April 2012, ending in October 2012.

THUTHUKA MUNICIPALITIES PROJECT 
National Skills Fund (NSF) of the Department of High-
er Education and Training has funded South African 
Institute of Chartered Accountants (SAICA) to imple-
ment the Thuthuka Municipalities Project (TMP).

15 Unemployed learners have been appointed and 
uThungulu District Municipality will host 5 of the learn-
ers in order for them to gain experience in the Finance 
Department of the municipality.  Out of 5 unemployed 
learners in our municipality 2 have terminated their 
contracts and have found other job opportunities in oth-
er companies, of the remaining 3, 1 is in Expenditure 
Section, 1 in Budget Section and 1 in Revenue Sec-
tion. The other 10 have been allocated to uMhlathuze,  
Ntambanana and uMlalazi Municipalities. During 2011/ 
2012 Uthungulu District Municipality has also taken 2 
unemployed learners that were placed at Ntambanana 
Municipality to work in our Expenditure Section in or-

der for them to gain more experience.

On the 01 August 2011 they will be joined by 15 em-
ployed finance officials from our municipality and lo-
cals.  uThungulu District Municipality had 4 employed 
finance officials. The programme was a 10 months 
skills programme in Municipal Financial Management 
with 10 units’ standards. The programme was complet-
ed in May 2012. Learners are currently being assessed 
on their Portfolios of Evidence.

MUNICIPAL REGULATIONS ON MINIMUM COMPE-
TENCY LEVELS
Wits Business School has been facilitating the Cer-
tificate Programme in Management Development for 
Municipal Finance.  The training material has been 
validated by National Treasury.  The training is part of 
support provided by the National Treasury towards ca-
pacity building in line with accredited training offered 
on the basis of NQF registered unit standards and 
competency prescriptions of the National Treasury. uT-
hungulu District Municipality has 6 Officials who have 
already undergone this programme and completed it. 1 
Official is currently completing his 4 last modules with 
Wits Business School.

Summary 0f Outstanding Positions As At 30 June 2012
ANNUAL REPORT: - 2011/2012

1 Employee Totals, Turnover & Vacancies Employee Totals as at 30 June 2012: 268

Turnover Positions: 44

Non-Turnover Positions: 57

Total Vacancies: 101

Total approved posts on salary budget: 369

2 Vacancy rate based on the total approved posts 27.37% = (101 vacancies / 369 posts *100)

3 Number as well as % of critical posts filled 81% critical posts filled
29 posts filled (7 posts vacant )

4 Turn-over rate based on the total number of 
employees occupied posts at the beginning of the 
year

Employee Totals as at 31.12.2011: 275

Turnover Positions:34

Non-Turnover Positions: 57

Total Vacancies: 91

Total approved posts on salary budget: 369

Turnover rate: 12.36%

5 Overall on the vacancies and turnover. Appointments were on hold effective 01 August 2011 pending finalization 
of the migration from TASK Positions to Patterson and absorption of 
temporary employees. Recruitment commence 01 July 2012.
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MANPOWER TURNOVER REPORT
Turnover Positions 2011/2012 - 21 (positions which are vacant due to resignations, retirements, disciplinary ac-
tions and death)
Non-Turnover Positions 2011/2012 - 45 (new budgeted positions.)

GRIEVANCE / DISCIPLINARY REPORT: 
Below is a table reflecting the number of suspensions from 01 July 2011- 30 June 2012.

Suspension Statistics

RACE/GROUP DEPARTMENT NATURE
DATE OF 
HEARING

SUSPENSION
OUTCOME/
SANCTION

Indian Female Admin Unauthorized entries into 
Council’s Electronic Leave 
System (Payday)

04 November 2011 Yes (19 August 2011) Dismissed

White Male Technical Staff Abuse 07 September 2011 Yes (10 August 2011) Dimissed

African Male Finance Financial irregularity Yes (06 Feb 2011) Pending

African Female Finance Misappropriation of funds 06 June 2012 06 Feb 2012 Awaiting Sanction 
and Finding

African Male Technical Failure to execute duties; 
Dereliction of duties; 
Refusal to take instruction; 
Desertion.

24 May 2012 17 April 2012 Final Written Warning

Disciplinary Statistics

RACE/GROUP DEPARTMENT NATURE
DATE OF 
HEARING

SUSPENSION
OUTCOME/
SANCTION

African Male Technical Abusive Language Never sat N/A Withdrawn

African Female Finance Gross negligence; 
desertion; dishonesty

19 August 2011 N /A Dismissed

White Male Technical Staff Abuse/ ill treatment 07 September 2011 Yes Dismissed

African Male Technical Dishonesty/ Corruption 26 September 2011 No Not Guilty

Indian Female Admin Unauthorized entries into 
Council’s Electronic Leave 
System (Payday)

04 November 2011 Yes Dismissed

African Male Technical Misappropriation of funds 06 June 2012 06 February 2012 Awaiting Sanction 
and Finding

African Male Technical Failure to execute duties; 
Dereliction of duty; Refusal 
to follow instruction; 
Desertion.

24 May 2012 17 April 2012 Final Written Warning
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Grievance Statistics

RACE/GROUP DEPARTMENT NATURE
DATE OF 
HEARING

SUSPENSION
OUTCOME/
SANCTION

African Technical Relationship with 
Supervisor

26 June 2011 Manager Resolved

Indian Female Planning Telephone Policy 13 February 2012 MM Resolved

African Male Finance Lateral Transfer 20 February 2012 N/A Resolved

Outstanding Disputes

RACE/GROUP DEPARTMENT NATURE
DATE OF 
HEARING

STAGE CASE NO.

White Male Technical Unfair treatment by the 
medical doctor

31 August 2011 Arbitration KPD111107

Indian Female Admin 
Services

Fraud/ Unauthorized 
access and payment of 
Leave days.

04 November 2011 Arbitration KPD011204

SAMWU N/A Payment of overtime 
to employees above 
legislated threshold

N/A Conciliation Awaiting Notice of 
Set down.

SAMWU
obo S Zulu

Finance Interpretation / application 
of Collective Agreement

06 February 2012 Conciliation 061204

SALGBC N/A Non – Compliance with 
Clause 11 of the Salary 
and Wage Collective 
Agreement of 21 
November 201

07 August 2012 Arbitration C/HQ/ 10/217

Outstanding Cases (Grievances)

RACE/GROUP DEPARTMENT NATURE
DATE OF 
HEARING

LEVEL
OUTCOME/
SANCTION

African Male Technical Unfair treatment by 
Medical Doctor

09 May 2012 HOD Outcome 
communicated to 
Grievant

Indian Female Finance Non appointment to 
position

23 April 2012 MM Not Resolved

Indian Female Finance Competency-based 
Assessment

14 May 2012 MM Not Resolved

Female Finance Unfair Labour Practice 05 May 2012 MM Not Resolved

SECTION: INFORMATION TECHNOLOGY
	
The Information Technology sub-section (IT) is respon-
sible for the installation and maintenance of computer-
ised hardware and software and as such, must act as 
an enabler for all the other departments within the uT-
hungulu District Municipality to reach their objectives 
that are aligned with the approved IDP. 

As the Municipality services an area of about 9,000 
km2, IT strives to build an infrastructure for each of the 
departments operating at various locations within its 
jurisdiction.  Since many of the areas are very rural 
and do not have the benefits of modern technology in-
frastructure it is challenging to provide services at high 
bandwidth.  Currently IT uses the services provided by 
Telkom but is exploring other alternatives to improve 
service delivery.  
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There are currently fourteen remote sites throughout 
the district that are connected to our head office in 
Richards Bay.
Much of the ageing computer servers have been re-
placed during the past year and IT has been success-
ful in the implementation of technologies such as virtu-
alisation.  This enables the implementation of several 
servers on one physical host. 

In addition the operating systems have been updated 
to more resilient and reliable systems improving up-
time.  The resultant savings are significant enabling IT 
to divert these savings to other projects that it was not 
able to embrace before.  

There are approximately 175 PC’s (workstations), 
each installed with a variety of software ranging from 
financial applications to office automation.  Several 
PC’s run GIS and CAD applications in the technical 
department in order to plan and design water services 
provision for the district.

Are part of the coming year’s upgrade programme, 
IT is planning replace the remaining legacy hardware 
with as much virtualisation as possible.  Coupled with 
this are plans to replace aging software application 
systems.  

These include the old Document Management Sys-
tems and other collaborative software. These new ap-
plications will springboard the municipality into a much 
more software friendly environment which will enable 
a much higher level of collaboration amongst municipal 
officials whether they are in and out of the office.  Since 
the software is web-enabled, communication and shar-
ing of information is possible from any location, pro-
vided that an Internet service is available. 

SECTION: COMMUNITY DEVELOPMENT AND SO-
CIAL SERVICES

The Community Services Directorate is responsible for 
the programmes that ensure the social development 
and wellbeing of the community. The IDP Strategy that 
is pursued and fulfilled through this directorate is that 
of People Empowerment. Various programmes and 

projects are executed through this directorate in pur-
suit of the development objectives of the Municipality. 

The key Municipal programmes that are undertaken 
under this directorate are the following: 

1.	 ENVIRONMENTAL HEALTH
Environmental health duties are carried out on 
an on-going basis and, for the year under review, 
they included: formal and informal food prem-
ises inspections, health surveillance of premises, 
awareness on health and hygiene, vector control 
inspections, and water quality monitoring.

Routine Environmental health duties

Food premises inspections
These inspections are part of the Food Control 
component, and are conducted in both formal and 
informal food premises. Their purpose is to ensure 
that all foods during handling, storage, process-
ing, preparation and display for sale, are safe, 
wholesome and fit for human consumption. This 
entails, among others, the regular assessment of 
the structural, hygienic and sanitary conditions of 
food premises; equipment, appliances and other 
facilities used in the storage, processing and 
display of foodstuffs and, where applicable, the 
preparation of meals. It also entails the assess-
ment of the health status and personal hygiene 
of the food handlers who are in direct contact with 
the foodstuffs.

•	 Formal food premises inspections
Structural, hygienic and sanitary conditions 
were satisfactory in most of the premises, 
as was the quality of the foodstuffs and other 
consumer products in stock; foodstuffs on 
shelves and in cold storage normally com-
plied with sell-by dates; where it did not, it 
was removed in accordance with relevant 
legislation. 

•	 Informal food premises inspections
These have their unique set of problems. 
What most of them have in common is that 
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very few operate from a structure which was 
designed for the purpose. Structural prob-
lems range from rusted internal parts of cor-
rugated iron roofs, walls with fading paint, 
rough floor surfaces that facilitate the accu-
mulation of dust to, sometimes, inadequate 
lighting and ventilation due to insufficient win-
dows and light fittings.  

There was nothing out of the ordinary as far 
as hygienic conditions were concerned. 

Health surveillance of premises
•	 Health surveillance of premises is de-

fined as the identification, monitoring 
and evaluation of health risks, nuisances 
and hazards and instituting remedial and 
preventive measures. It involves, among 
others:

•	 Identification, monitoring and control of 
overcrowding where applicable;

•	 Monitoring indoor air quality, ventilation, 
lighting and dampness and instituting re-
medial measures;

•	 Monitoring and control of sanitary and 
ablution facilities, etc.

Out of all the premises inspected, most were 
found to be in a satisfactory condition in 
terms of hygiene and sanitation.  There are 
however some schools whose sanitary and 
ablution facilities were a complete health haz-
ard. Lack of maintenance and the attitude of 
users make these a health risk.

	
Health care risk waste inspections
The above inspections were conducted on all 
health care risk waste-generating premises in 
and around the central business districts of the 
towns. All premises were in compliance in as far 
as segregation at source and storage in appropri-
ate containers is concerned. 

This then raised the question of how, in the case 
of Nkandla Hospital, medical waste was find-
ing its way to the landfill site when inspections 
reveal that all protocol was being followed in the 

management of this category of waste in the in-
stitution. The fault could possibly lie with the em-
ployees who are responsible for transferring the 
containers from the point of generation (various 
departments) to the refuse storage areas (for 
medical and general waste). 

Vector control inspections
The above category of inspections are conducted 
on various categories of premises (residential, 
commercial/business, etc.) to ensure that these 
have pest control programmes in place to prevent 
the occurrence and spread of communicable dis-
eases carried by vectors such as rodents, insects 
and other pests. Vectors are organisms which 
carry disease-causing micro-organisms (germs) 
on their bodies and which cause various commu-
nicable diseases, i.e. diseases which can be eas-
ily transferred from animals to humans, or from 
human to human. 

These inspections were conducted on food prem-
ises and their purpose was to establish whether 
the premises had pest control programmes in 
place. Most premises were found to be compli-
ant. Those that were found to have expired pest 
control certificates were warned and encouraged 
to comply. 

Health education/promotion/awareness

Health and hygiene awareness
The above was conducted at certain schools. The pur-
pose of the programme was to raise awareness among 
the staff and learners about the role of health and hy-
giene in breaking the chain of disease. Topics included 
the importance of personal hygiene, Environmental 
hygiene and, more specifically, the importance of the 
hygienic use and sanitary maintenance of sanitary fa-
cilities. 

2.	 AIR QUALITY MANAGEMENT 
This is a new function that has been allocated to 
the District Municipalities in terms of the Air Quali-
ty Act of 2004 (Act 39 of 2004). In compliance with 
the Act, the District Municipality has appointed an 
Air Quality Officer as prescribed in Section 14(3).
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During the year under review, the Framework for Atmospheric Emission Licence processing was approved by 
the Council. The uThungulu District Municipality received a number of Atmospheric Emission Licence applica-
tions from industries that operate listed activities as set out in Section 21 of National Air Quality Management 
Act, (Act No. 39 of 2004).

The processing of applications is continuing. The applications that were processed and finalized during the 
period under review are as follows:

Richards Bay Coal 
Terminal

Mineral Processing, Storage 
and Handling

Received, Reviewed, site 
visit conducted

Licence issued on the 10/11/ 
2011

Complete

Tata Steel KZN Metallurgical Industry and 
Mineral Processing, Storage 
and Handling

Received, Reviewed, site 
visit conducted

Licence issued on the 17/01/ 
2012

Complete

Transnet Port 
Terminals

Mineral Processing, Storage 
and Handling

Received, Reviewed, site 
visit conducted 

Licence issued on the 22/03/ 
2012

Complete

Grindrod Terminals Mineral Processing, Storage 
and Handling

Received, Reviewed, site 
visit conducted

Licence issued on the 19/03/ 
2012

Complete

Among the most important projects lying ahead under this progamme are:
The development and implementation of an Air Quality Management Plan and the establishment of Air Quality 
Monitoring Network.

3.	 DISASTER MANAGEMENT
The municipality has an operational Disaster 
Management Centre as prescribed in the Disas-
ter Management Act and in the National Disaster 
Management Framework.

The Disaster Centre’s main task is risk manage-
ment which entails identification of risks and strat-
egies to mitigate the risks. The four key elements 
of the function are: prevention, preparation, re-
sponse and recovery. 

During the year under review, the Municipality ap-
pointed a Service Provider to do a review of the 
Municipality’s Disaster Plan. The final draft was 
submitted to the Municipality in May 2012.

Fire Fighting
The most common form of disasters affecting the 
district were as a result of runaway fires. Most 
runaway fires occur during the dry season. They 
generally occur during the months of July, August, 
and September. During the month of July 2011, 
152 fire incidents were reported and responded to 
by the various Fire Units within the District.

The Disaster Management staff therefore had to 
constantly engage communities, educating them 
on the dangers of runaway fires and the impor-
tance of fire-breaks and how to form them. During 
the months of July, August, and September the 
Disaster Management Centre conducted fire and 
disaster awareness campaigns in Mthonjaneni 
and Ntambanana Municipalities.

4.	 PROGRAMMES FOR THE MARGINALIZED
	 GROUPS

Included here are all the programmes targeted at 
and benefitting women, youth, disabled people, 
senior citizens, orphaned and vulnerable children.

4.1  Gender Equality Programme
During the year in question, the Municipality 
continued to be involved in advancing gender 
equality programmes. The month of August, 
being Women’s Month, saw many activities 
towards empowering women. The Women’s 
Day was celebrated at the uMhlathuze Mu-
nicipality Auditorium where women of the 
district converged to receive words of en-
couragement from other women who have 
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broken through the glass ceiling in the vari-
ous aspects of life.

Also as part of the gender equality pro-
gramme, the uThungulu District Municipality 
in partnership with the Department of Sport 
and Recreation, hosted the 16 Days of Activ-
ism Campaign and Gender Based Violence 
Dialogue on the 8th of December 2011 in the 
Council Chamber at the uThungulu District 
Municipality. On this day presentations were 
made by delegates from various organiza-
tions. Among the organizations that present-
ed papers were SAPS, Dept. of Social De-
velopment, Dept. of Community Safety and 
Liaison, Widowed Women of South Africa, 
Lifeline, Disabled People South Africa, and 
Dept. of Sport and Recreation.

The theme for 2011 was “From Peace in the 
Home, To Peace in the World: Let’s Challenge 
Militarism and End Violence Against Women”.

4.2  Children’s Rights Programme 
Malnutrition, rape, domestic violence, and 
child-headed families are some of the chal-
lenges the municipality seeks to overcome 
when promoting the wellbeing of children.

The District Child Abuse Awareness Day 
was held on 07 June 2012 at the uThungulu 
District Municipality Council Chambers. The 
Child Abuse Awareness Day was held as 
part of the activities of the Child Protection 
Week.

The National theme for 2012 Child Protec-
tion Week was “Working Together to Protect 
Children”.  The Child Abuse Awareness Day 
was a successful information-sharing ses-
sion. The active involvement of stakeholders 
present in this event was highly appreciated.

 As part of the efforts to advance the rights 
of the children, the Municipality has a project 
to provide school uniforms to needy children. 
More than ninety children benefited from this 

project during the 2011/2012 financial year. 
4.3 	Senior Citizen’s Programme 

The municipality attaches much importance 
to the contribution that is made by the elderly 
in the upkeep of families. In this regard, the 
municipality seeks to mantain a well func-
tioning Senior Citizens Forum.

Senior Citizens Parliament
During the 2011/2012 financial year, the Mu-
nicipality participated in all the provincially 
initiated programmes to benefit the Senior 
Citizens. One such programme was the Pro-
vincial Senior Citizens Parliament that was 
hosted by uThungulu at uMlalazi from 28 
to 30 September 2011. The Senior Citizens 
Parliament culminated with the commemora-
tion of the International Day for Senior Citi-
zens that was held on 1 October 2011. Vari-
ous issues affecting Senior Citizens were 
discussed at these sittings and resolutions 
taken on what needed to be done to benefit 
the elderly. All District Municipalities were 
well represented.

The theme of the debate was “Human Rights 
do not stop at 60”. 

Golden Games
The uThungulu District Municipality also 
participated in the Golden Games that were 
held at the uMsunduze Municipality in the 
uMgungundlovu District. uThungulu District 
Municipality did well in the games, achieving 
2nd position overall.

Senior Citizens Christmas Party
In honouring the Senior Citizens of uThun-
gulu District Municipality, the Honourable 
Mayor, Cllr TVB Mchunu hosted the Senior 
Citizens Christmas Party on the 16th of De-
cember 2011. Amongst the Senior Citizens 
who attended the function were two spe-
cial Senior Citizens who shared with those 
present, their secret for enjoying a long life. 
They were Gogo Msithezi (111-years old) 
and Gogo Mthiyane (100-years old).  They 
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pointed out that they have lived this long be-
cause they respected their parents and peo-
ple in general.  Gogo Msithezi who is 111 
years, also mentioned that the type of food 
they were eating is unlike what we eat these 
days.

Health Awareness Day
The Senior Citizens Health Awareness Day 
was held on 12 April 2012 in the Municipal-
ity’s Council Chamber.  The main purpose of 
the Health Awareness day was to educate, 
impart information, and make Senior Citi-
zens knowledgeable about chronic diseas-
es, HIV/AIDS, Alzheimers/Dementia, Cata-
racts, and the benefits of exercising.  

4.4	 Mandela Day and Freedom Day
On both of these days of national impor-
tance, the Municipality reached out to the 
vulnerable groups of people within the mu-
nicipality and offered various forms of assis-
tance. Food parcels were distributed to the 
needy.

4.5	 Programmes for People with disabilities
Various projects, as identified thorough the 
Disability Forum, were undertaken to ben-
efit disabled people. Workshops to create 
awareness and develop sensitivity regarding 
disability issues were held.

Disability Parliament
The Disability Parliament organized by the 
KZN Legislature was held at uPhongolo 
Municipality under the Zululand District 
Municipality. The sitting culminated with the 
commemoration of the International Day for 
People with Disabilities held on the 3rd of 
December 2010.   uThungulu District Munic-
ipality provided transport for its delegates. 
Accommodation was provided by the KZN 
Legislature. 

The theme of the debate during the Dis-
ability Parliament was: “Together for a better 
South Africa for all: People with Disabilities 

as equal participants in development” 

Disability Summit
During the month of May 2012, the Munici-
pality held a two-day Summit for Disabled 
People. The major achievement of the Sum-
mit was the crafting and finalization of a five 
year disability plan for the District.

5.	 YOUTH DEVELOPMENT PROGRAMMES 
The Youth Summit was held from 28 – 29 June 
2012. At this summit, the Youth crafted a pro-
gramme for the year ahead. An interim Youth 
Leadership was elected and charged with a re-
sponsibility to draft the Terms of Reference and 
Constitution of the uThungulu Youth structure. 

 
6.	 SPORT AND RECREATION PROGRAMME  

The District Elimination Games and the SALGA 
KZN Games remain the major sporting events of 
the municipality.  

The games play a crucial role in the development 
of the youth within the district and province. Over 
the years, through these games, young talent 
has been unearthed and nurtured whilst giving 
exposure to athletes as they represent their Mu-
nicipalities in different sporting codes.

The District Elimination Games were held on 8 
October 2011 where teams to represent uThun-
gulu at the SALGA KZN Games were selected.

uThungulu District Municipality proceeded to 
participate at the SALGA KZN Games that were 
hosted by the eThekwini Metro and performed 
well.               
                       
Out of the 10 districts and one metro which com-
peted in the Games, uThungulu achieved 2nd 
position. The district received medals in the fol-
lowing codes:

CODE MEDAL

Boxing Gold

Rugby - Females Silver

Netball - Females Silver
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CODE MEDAL

Netball - Men Silver

Swimming Bronze

Karate Bronze

Indigenous Games Bronze

Overall Winners:
1st Position	 - Ethekwini Metro
2nd Position	 - uThungulu District Municipality	
3rd Position	 - uMgungundlovu District Municipal-
ity

7.	 HIV AND AIDS PROGRAMME
The leading structure in the fight against HIV/
AIDS in the Municipality is the District Aids Coun-
cil (DAC). The DAC is chaired by the Mayor and 
holds its meetings quarterly.

World Aids Day
Amongst the projects coordinated through the 
DAC during the year under review was the World 
Aids Day which was held on 01 December 2011 
at Nkandla Municipality. Observation of this day 
provided an opportunity for government, non-
government organizations, churches, community 
organizations and individuals to demonstrate the 
importance of the fight against HIV and AIDS. 

The 2011 World Aids Day Campaign sought to 
achieve the following objectives:
•	 Act as a launch pad for the National Strategic 

Plan on HIV and AIDS and TB (2012 – 2016); 
•	 Demonstrate policy in action through show-

casing Government’s commitment in tackling 
poverty, health and social needs, etc ; 

•	 Intensify and sustain the provision of HIV 
Counseling and Testing (HCT) and health 
screening services for TB and other non-
communicable diseases; 

•	 Promote greater public awareness and par-
ticipation in accessing essential services pro-
vided by Government Departments and civil 
society sectors;

•	 Provide a platform for Government Depart-
ments and civil society sectors to render es-
sential services to communities; and

•	 Encourage Greater Involvement of People 
Living with HIV and AIDs (PLWHA) in ad-
dressing issues of stigma and discrimination. 

The Global theme for World AIDS Day 2011 was: 
“Getting to Zero”.
Zero New HIV Infections, Zero Discrimination 
and Zero AIDS-Related Deaths.

Male Medical Circumcision
Another anti-AIDS initiative supported by the 
Municipality was the male medical circumcision 
campaign that was held on 07 and 08 January 
2012 at Esikhawini FET College and at Catherine 
Booth Hospital in uMlalazi. In this campaign, the 
Municipality was partnering with the Department 
of Health. A total of 138 men were circumcised 
during this initiative.
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Food Parcels
Whilst in-
volved in the 
c a m p a i g n s 
to contain 
the spread of 
HIV/AIDS, the 
Munic ipal i ty 
continued with 
its interven-
tions to assist 
v u l n e r a b l e 
families, spe-
cifically the 
Child-headed 
households. 
Food parcels 
were distrib-
uted to vulner-
able house-
holds as a 
short term solution towards warding off starvation. 

8.	 OPERATION SUKUMA SAKHE
During the year under review, the Operation Su-
kuma Sakhe Programme was introduced in the 
Municipality. The Programme is coordinated from 
the KZN Premier’s Office. It is a derivation and 
improvement on what is known as the Flagship 
Programme. Operation Sukuma Sakhe seeks 
to fight poverty, fight disease (in particular HIV, 
AIDS and TB) and institute food security in the 
communities. It is a programme geared at rebuild-
ing the lives of communities afflicted by various 
social ills. It seeks to empower communities, and 
instill behavioural change amongst the citizens of 
the province. 
 
One of the key initiatives under Operation Suku-
ma Sakhe is the establishment of War Rooms in 
the wards of the Local Municipalities. During the 
year under review, uThungulu District Municipal-
ity took great strides towards the establishment 
of the War Rooms; more than 70% of the mu-
nicipal wards managed to establish War Rooms. 

The process is continuing and we anticipate an 
improvement in the operations of War Rooms in 
discussing and coming up with solutions on is-
sues affecting the community within the ward.  

9.	 SAFETY AND SECURITY
One of the responsibilities of uThungulu District 
Municipality is to contribute towards the reduction 
of crime within its area of jurisdiction. This has 
much to do with the developmental role of Local 
Government as prescribed in the constitution.

During the year under review, a Crime Awareness 
Campaign was conducted in the Dondolo area 
of Matshana, ward 24 of uMhlathuze Municipal-
ity. The decision to conduct a Crime Awareness 
Campaign in the Dondolo area was arrived at after 
consultation with the Cluster Office of the SAPS at 
Empangeni. The Cluster Office identified the Mat-
shana area as one of the top three crime hot-spots 
in the uThungulu area. More than 500 people at-
tended the event. The crime awareness campaign 
at Dondolo was indeed a success.
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The Finance Department is headed by the Chief Fi-
nancial Officer.

The overall objectives of the Financial Services de-
partment are: 
•	 The Management of Municipal Revenues 
•	 Preparation of Annual Financial Statements
•	 The Management of Supply Chain Management 
•	 The Management of Municipal Expenditure 
•	 The Management of Municipal Assets
•	 The Management of Financial Municipal Report-

ing 
•	 The Management of Municipal Budgets 

Below are the summaries for each section highlighting 
the pertinent components of the sections as well as 
their achievements:

SECTION: REVENUE

With an active debtor database of 28 523 debtors (25 
508- 2011) the Revenue Section is tasked with ensur-
ing that all consumed services are billed for and pay-
ment thereforth is received. 

To serve our customers more efficiently fully operation-
al satellite offices are situated at Nkandla, Melmoth, 
Eshowe, Gingindlovu, Mtunzini and Mfolozi. Their pur-
pose is to provide convenient access to the residents 
of the entire District who wish to pay an account or 
make enquiries about municipal services.

In addition to the fixed offices we also service our rural 
communities by having a dedicated official who trav-
els to each community identifying their needs and ad-
dressing any issues they may have. 

Regular meetings are held with the Amakoshi, Indu-
na’s, Ward Councillors and other community elected 
members of leadership, wherein matters pertaining 
to future developments, issues with water supply and 
quality and financial matters are discussed. Matters 
that arise at these meetings are addressed in conjunc-
tion with our technical department.

 Chapter 5: Financial Performance

Chief Financial Officer
Cheryl Reddy
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Working together with the Technical Department and 
Community Development Officers the Revenue Sec-
tion plays a crucial role in ensuring that not only do 
we meet our strategic objectives of providing potable 
water and safe sanitation to all but we also maintain 
long term financial sustainability.

The worldwide economic recession has unfortunately 
not spared our consumers; many of them became vic-
tims of poverty and unemployment. This has harshly 
affected our revenue collections for services as many 
of our residents are unable to meet their financial ob-
ligations. 

Taking cognisance of the plight of thepoor we have 
made concerted efforts in promoting our indigent poli-
cy which is aimed at providing free and subsidized ser-
vices to our poor residents. The increase in the number 
of indigent debtors over the past financial year from 
400 to 1400 (250 % increase) is testimony to our drive 
in reaching out to our consumers, especially those in 
need. This feat has been accomplished with only one 
dedicated indigent officer who in addition to promoting 
the policy with the aim of attracting future indigents, 
has to also monitor current indigents ensuring compli-
ance with the conditions of the policy.

Furthermore the reliance and support given to admin-
istration by the ward councilors in this process has in-
deed contributed to this success.

We have conceptualized an innovative process where 
our head office staff move out of the conventional of-
fice environment and taken to set up temporary offices 
within the various suburbs that we service. 

These sessions, which are held over weekends, have 
proved to be a tremendous success as not only were 
we able to address client queries, register indigents 
and facilitate arrear payments, but we have also dis-
played to our clients that we are indeed committed to 
customer service excellence. 

Prior to the commencement of the financial year we 
had agreed to host 12 revenue workshops for the year, 
and thanks to our loyal and dedicated staff we achieved 
25 workshops. 

Furthermore, with the assistance of ward Councillors 
our staff have visited frail customers at their homes and 
assisted with the application of indigent processes. 

The table below reflects the workshops held in the past 
financial year:

Workshops held 2011/2012
No. AREA/DEBTOR DATE

1 Thubalethu 08 September 2011

2 Slovos 20 September 2011

3 Nzalabanthu
11th, 18th & 25th 
September 2011

4 Kwambonambi 29 September 2011

5 Eshowe Government visits 30 September 2011

6 Kingdizulu 15 November 2011

7 Melmoth Town 7 December 2011

8 Nzalabanthu 11 December 2011

9 Mzingazi 11 December 2011

10 Thubalethu 3 / 7 February 2012

11 Fort Louis 27 February 2012

12 Kwamagwaza 10 March 2012

13 Melmoth Town 10 March 2012

14 Nkandla 17 March 2012

15 Eshowe Town 11 March 2012

16 Kingdizulu 17 March 2012

17 Slovo 19 May 2012

18 Kwambonambi 19 May 2012

19 KDZ 26 May 2012

20 Nzalabantu 26 May 2012

21 Sabokwe 26 May 2012

22 Eshowe – Mpushi 02 June 2012

23 Eshowe Sunnydale 02 June 2012

24 Khondweni Area 09 June 2012

25 Mtunzini 23 June 2012

In addition to the billing and collections for water and 
sanitation services the department is also responsible 
for the billing and credit control component for the re-
gional solid waste site and regional cemetery.

Tariffs

Taking cognisance of the high poverty levels of the 
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District, recovery of full costs for services through ap-
propriate tariff structures becomes a challenge, as our 
services would become unaffordable. We therefore 
rely on government grants to subsidise our service 
costs, however we have acknowledged that we cannot 
become complacent and rely purely on government 
grants. 

In this regard the setting of tariffs has become a very 
analytical process whereby we have to find equilibrium 
between cost recovery and the financial needs of our 
residents. Attention must be drawn to the fact that tar-
iffs at present are not fully cost reflective across all ser-
vices and this situation is not sustainable. 

Mechanisms must be implemented in the short term to 
reduce expenditure and increase tariff above inflation-
ary targets. However understanding that either solution 
has severe consequences, Council is placed with the 
challenge of ensuring its own financial viability without 
jeopardizing the livelihoods of our consumers. In light 
of the above water tariffs increased over the past three 
financial years as indicated below and with specific ref-
erence to the 2012 inflationary tariff increase guided 
by National treasury.

Tariff Increases for water last three (3) years
2012 2011 2010

Water 5.40% 10% 10%

Future Revenue Generation Initiatives

In an effort to reduce costs of service delivery and im-
prove collections, we have explored the use of prepaid 
metering systems. Working together with our Technical 
Department we have researched an array of innovative 
technologies available and are currently in the process 
of applying the competitive bidding process so as to 
invite prospective suppliers of the said prepaid meters 
/ water management devices.

These systems allow consumers to enjoy the full ben-
efit of the free monthly water allocations and have the 
freedom to purchase additional units of water as and 
when required by the household.

Having recognized that a considerable portion of the 
arrears owed by our poor are as a result of leaking in-
frastructure, Council approved, per resolution UDMC: 
478, the establishment of a leak management team, 
which will aid Indigent Consumers with leaks within 
their properties. This action will prevent high invoices 
caused by leaks and at the same time will conserve 
our precious but limited resource – water.

Having researched the benefits of incentives offered 
to consumers at other institutions, we have recognized 
the need to formulate our own incentives to reward 
consumers for full and early payments. It is envisaged 

that a process in this regard will 
be adopted in the new financial 
year. Council has an adopted 
incentive policy aimed at as-
sisting consumers with arrear 
debts. Although the benefits 
are lucrative and the policy is 
promoted through our revenue 
workshops, the willingness of 
consumers to participate is not 
forthcoming. 

The tables and graphs below 
depict the financial position of 
the revenue section as com-
pared to the previous year.
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Outstanding Debtors
2012 2011

R
000’

%
R

000’
%

Current 6.8 18.0 6.5 20.8

31 - 60 Days 3.9 10.0 2.9 9.3

61 - 90 Days 1.0 3.0 1.8 5.7

91 -120 Days 1.7 4.0 1.5 4.8

121 Days and Greater 24.6 65.0 18.6 59.4

38.1 100 31.3 100

 

Age Analysis per Service

DEBTORS 2012 2011 2010 2009

Water / Sundries 32.6 26.6 20 16

Sanitation 3.6 3.2 3.7 7

Solid Waste 2.0 1.5 1.3 1

Sundry 0.0 0 6.6 0

 38.1 31.3 31.6 24.0

The most significant increase in debts emanates from 
water services. The increase in the number of debtors 
over the past year by 3015 comprises debtors primar-
ily from rural water schemes. Collections from this 
category of debtors are problematic and pose costly 
logistical issues. We have utilized the services of com-
munity members for the reading of water meters and 
statement deliveries and although this approach has 
reduced some of the credit control costs we still need 
to explore further avenues to reduce costs further and 
improve collections. In this regard the prepaid water 
meter / water management devices are currently being 
investigated.

Actual collections against pre-determined targeted 
collections

Quarter 
1

Quarter 
2

Quarter 
3

Quarter 
4

Target Collection 65% 68% 70% 75%

Actual Collection 104% 87% 90% 103%

The targets as set for collection have been determined 
with due consideration to past revenue collection 
trends and the poverty levels of our consumers both in 
urban areas and rural areas. The average uncollectible 
debts of 10% are testimony to the efforts of the leader-
ship, ward councillors and administration. In instances 
where debt recovery cannot be accomplished through 
internal mechanisms, external assistance is sought eg. 
Legal action, however such actions are subject to a 
cost vs benefit analysis and in many instances legal 
actions prove to be a further unrecoverable cost for 
Council. 

The total revenue as reflected in the 2011/2012 State-
ment of Financial performance is R 617 025 832 
(2010/2011 R465 022 940); this comprises National 
and Provincial grants, trading and non trading revenue.

Grants and Subsidies

Grant allocations to the value of R 511 237 600 were 
received from various funders during the 2011/2012 fi-
nancial year. The allocations comprised R 212 059 602 
conditional grants and R 299 177 998 unconditional 
grants. Of the total allocations received to date an 
amount of R 533 234 090 was spent during the year.
Included in the annual allocation is an amount of R 152 
214 491, being a levy replacement grant. This grant is 
an interim measure to maintain the financial viability of 
District Municipalities until the national fiscus has de-
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termined an alternate mechanism to generate internal 
revenue.

The graph below depicts the different funding received 
during the year from various governmental stakehold-
ers:

Debtors

A contentious issue attracting considerable publicity in 
the past year was the amount of debts owed to South 
African Municipalities. 

Collection of municipal debts has always been a chal-
lenging task with consideration to the fact that 80% 
of our residents are rural and poverty stricken. Add-
ing further challenges is the slow recovery from the 
worldwide recession that has rendered many of our 
residents in a less favorable financial position. 

In the year under review Council approved that all ar-
rear debts owed by registered indigents as at Febru-
ary 2012 be written off. The value of debts written off 
amounted to R 3 844 283 inclusive of vat per Council 
resolution UDMC: 478 This resolution has lessened 
the burdens of  poor residents and  ceased all further 
debts recovery costs from these consumers who were 
unable to pay for services. 

Council also approved the installation of prepaid water 
meters for all debtors who benefited from the write off, 
thus assisting them from incurring further debts, how-
ever giving them the control to manage their municipal 
obligations and water usage. The table below depicts 
the value and number of debts written off per area:

Debts written off 2011/2012

AREA
DEBTS OF 

REGISTERED 
INDIGENTS

NUMER OF 
ACCOUNTS

Gingindlovu 167 347.34 88

Eshowe 200 199.98 157

Kingdizulu 468,661.00 185

Melmoth 40,082.87 11

Thubalethu 1 507 769.68 446

Kwamagwaza 4 475.03 5

Nkandla 1 390 032.98 390

Slovo 10 007.00 15

Sabokwe 55 349.64 105

Mahlayizeni 358.20 1

Total 3 844 283.72 1402

The total provision for doubtful debts amounted to 66% 
of consumer debtors in 2012. (67 % 2011). 

Doubtful Debts as compared to total debtors per 
service

2012 2011

Debtors Doubtful Debtors Doubtful

Water 32.6 21.6 26.6 18.4

Sanitation 3.6 2.7 3.2 2.2

Solid Waste 2.0 1.0 1.5 0.6

 38.1 25.3 31.3 21.1

It is noted that in 2012 outstanding government debt 
constituted 11.8% of the total outstanding debtors 
(15.3% -2011). Assistance from the office of the May-
or, the MEC Provincial Treasury and National Treasury 
has been forthcoming in this regard, and it is envis-
aged that with their interventions we would be able to 
curb arrear government debts from increasing.
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Debtors per Consumer Type
2012 2011

Domestic 28.7 22.1 19.5 18.4

Business 5.0 4.5 3.7 2.2

Government 4.5 4.8 8.5 0.6

 38.1 31.3 31.6 21.1

The significant increase in the domestic sector is due 
to the additional rural consumers where debt collec-
tions are problematic and costly for Council.

INVESTMENTS, CASH FLOWS AND BORROWINGS

The approved investment policy regulates all invest-
ments placed during the financial year. The policy is 
aimed at gaining optimum return on investments with-
out incurring undue risks. The effectiveness of the in-
vestment policy is dependant on the accuracy of the 
municipality’s cash management, which must identify 
surplus amounts to be invested and when those funds 
will be needed by the municipality’s operations. All 
investments are made with institutions which comply 
with the Banks acts, 1990 (ACT No.94 of 1990).

The value of invested funds at any point is purely as 
a result of a cashflow analysis whereby the expendi-
ture and receipts of funds are analysed so as to utilize 
funds in generating interest income. It must be noted 
that the value of investments does unfortunately not 
constitute as surplus funds as at all times the cash 
holdings are in lieu of certain reserves.

The approved borrowing policy regulates all loans 
taken up by the municipality. In the past financial year 
no new loans were entered into. As at 30 June 2012, 

Council’s total loan obligation was R113 911 221. Loan 
repayment to the value of R7 089 991 were made dur-
ing the year. 

The table below reflects all investments held as at the 
30th of June 2012

Schedule of Investments
FINANCIAL 
INSTITUTION

MATURITY DATE
INVESTMENT 

AMOUNT

Nedbank Call 20 000 000.00

Nedbank 06 August 2012 10 000 000.00

Standard Bank 09 July 2012 25 000 000.00

Standard Bank 17 July 2012 15 000 000.00

Standard Bank 21 August 2012 10 000 000.00

Standard Bank 30 August 2012 20 000 000.00

Standard Bank 10 September 2012 15 000 000.00

Investec 02 July 2012 10 000 000.00

Investec 06 July 2012 15 000 000.00

First National Bank 06 July 2012 20 000 000.00

First National Bank 27 July 2012 40 000 000.00

First National Bank 01 August 2012 10 000 000.00

First National Bank 08 August 2012 25 000 000.00

First National Bank 04 September 2012 15 000 000.00

First National Bank 13 July 2012 10 000 000.00

First National Bank 28 September 2012 20 000 000.00

Total 280 000 000.00

SECTION: MANAGEMENT ACCOUNTS 

Compliance with all legislation applicable to local gov-
ernment and the compilation of fully GRAP-compliant 
financial statements has been a challenging task which 
has been overcome through the collective efforts of 
every department within the finance section. 

All inputs are co-ordinated by the Management ac-
counts section and such information ultimately forms 
the core of the Annual Financial Statements. Having 
achieved a record of 11 consecutive unqualified audits 
our primary focus is now on a clean audit, not just for 
2014 but for 2014 and beyond. 

The capacitating of staff, resulting in minimal external 
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inputs has minimized costs for the preparation of financial statements and furthermore given us the competitive 
edge by being a leading municipality in terms of compliance to regulatory and accounting standards.

We have since 2007 voluntarily subjected our financial records to an independent financial rating and as at our 
rating dated April 2012, the key findings of the rating expressed by Global Credit Rating Co. can be summarized 
as follows:

SECURITY CLASS 10/11 RATING MEANING 07/08 RATING 08/09 RATING 09/10 RATING

Short Term A1 - Highest certainty of timely payment.  
Liquidity factors are strong and supported by 
good fundamental protection factors.  Risk 
factors are very small.

A1 - A1 - A1-

Long Term A - High credit quality.  Protection factors are 
good.  However, risk factors are more 
variable and greater in A- periods of 
economic stress.

A- A- A-

•	 Short Term Debt Rating Scale – rates an organi-
sation’s general unsecured credit worthiness over 
the short term (i.e. over a 12 month period).  Such 
a rating provides an indication of the probability of 
default on any unsecured short term obligations, 
including commercial paper, bank borrowings.  

•	 Long Term Debt Rating Scale – rates the prob-
ability of default on specific long term debt in-
struments over the life of the issue.  It is possible 
that different issues by a single issuer could be 
accorded different ratings, depending on the un-
derlying characteristics of each issue (e.g. is it a 
senior or subordinated debt instrument, is it se-
cured or unsecured and, if secured, what is the 
nature of security).

•	 A Rating Outlook indicates the potential direction 
of a rated entity’s rating over the medium term, 
typically one to two years. It reflects financial or 
other trends that have not yet reached the level 
that would trigger a rating action, but which may 
do so if such trends continue. 

•	 The outlook may be defined as being “Positive” 
(the rating symbol may be raised), “Negative” (the 
rating symbol may be lowered) or “Evolving” (the 
rating symbol may be raised or lowered). The lat-
ter is utilised where the fundamental trend has 
strong, conflicting elements of both positive and 

negative. An outlook may be defined as “Stable” 
if there is nothing to suggest that the rating will 
change. An outlook is not necessarily a precursor 
of a rating change or future Rating Watch action.

The municipality has maintained its short and long 
term ratings; furthermore the municipality has received 
a positive rating outlook, which provides assurance to 
all our stakeholders that business transaction with this 
Municipality poses minimal risks.

Key financial Ratios

The following table depicts some of the key ratios 
which give a snap shot of the performance of the dis-
trict municipality over the years.

RATIO 2011 2010 2009

Current ratio 1:6 1:8 1:7

Days cash on hand 327 239 366

Collection period days 113 161 90

Employee costs 22% 20% 26%

Borrowings increase/
decrease

30.3 mill 45 mill 1.5 mill

Debt coverage*

Cost coverage*
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SECTION: EXPENDITURE

The Expenditure Section is structured into several sub-
sections so as to ensure that adequate focus is placed 
on every aspect i.e. stringently monitoring of payments 
so as  to comply with the requirements of the MFMA, 
safekeeping and recording of Municipal’s assets as 
well as the accurate and timeous payments of staff 
salaries.

The core vision of the expenditure section is (with very 
limited resources) to endeavor to settle payments time-
ously and ensure that payments are valid, accurate 
and in accordance with the statutory bodies such as 
SARS, National Treasury etc. The section also com-
mits itself to pay the SMME’s within the week of receipt 
of invoices, to assist the small businesses who are 
cash-strapped.  

The challenges faced by the department is that of sup-
pliers’ inability to send statements on a monthly basis 
in order to enable the department to fully achieve the 
vision of timeous payments of creditors, however there 
are mechanisms that are being used to encourage this 
best business practice.

Table 1 provides a concise overview of actual expendi-
ture incurred during the year under review.

Table 1:
TOTAL EXPENDITURE FOR THE YEAR

PERIOD VALUE OF PAYMENTS

2011 July R 41,347,849.33

Aug R 29,454,268.88

Sept R 43,152,643.17

Oct R 43,031,061.81

Nov R 56,845,470.25

Dec R 31,624,925.48

2012 Jan R 30,895,648.66

Feb R 36,097,006.89

March R 47,424,044.76

April R 29,315,113.76

May R 56,737,210.93

June R 138,281,379.77

Figure 1 illustrates the monthly trend of actual expend-
iture incurred during the year under review.

A monthly age analysis is performed by the de-
partment as a monitoring tool for timely payment 
of creditors as well as the accrual of outstanding 
payments.

Table 2 (overleaf) depicts the outstanding invoices per 
statements received.



uThungulu District Municipality

115Chapter 5: FinancialPerformance

Table 2
Table 2 –  Creditors Age Analysis

PERIOD AS AT 0-30 DAYS 30 DAYS 60 DAYS 90 DAYS 120 DAYS TOTAL

June 2012 R14 281 443.74 R5,501,041.97 R657,260.54 R288,921.98 R903,074.88 R21,631 743.11

Figure 2 and 3 illustrates the creditors’ age analysis as at June 2012.

     
ASSETS

The utilization and management of property, plant and 
equipment (PPE) is the prime mechanism by which a 
municipality can fulfill its constitutional mandate for de-
livery of sustainable services and providing the basic 
needs to the community.

The municipality has a legislative and moral obligation 
to safeguard the monetary value and future service pro-
vision invested in (PPE), hence the Asset Care Centre 
(ACC) was established under the stewardship of the 
Chief Financial Officer and Asset Managers to ensure 
effective utilization, safeguarding, accurate recording 
and movement of assets.

Assets are maintained and recorded in the fixed asset 
register, which is in the format that complies with cur-
rent standards of accounting practice and in accordance 
with the applicable GRAP as well as National treasury.

The asset care centre undertakes a comprehensive 
verification of all assets bi- annually and the results are 
reported to the CFO. Disposals as well as capitaliza-
tion are done in accordance with the municipality’s 
policy which is in accordance with the National Treasury 
MFMA’a guidelines.

Table 1 illustrates the monthly capital expenditure in-
curred during the year under review.

Table 1:
TOTAL EXPENDITURE FOR THE YEAR

PERIOD VALUE OF PAYMENTS

2011 July R                    0.00

Aug R    13 242 117.45

Sept R    14 783 152.67

Oct R    17 620 154.03

Nov R    14 331 975.27

Dec R    12 425 742.13

2012 Jan R      6 332 126.58

Feb R    10 007 059.13

March R    17 162 943.44

April R    13 472 201.16

May R    21 741 716.99

June R    60 967 608.39

R  202 086 797.24
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Figure 1 illustrates the trend in Assets Additions for 
2011/12 financial period.

Table 2 provides a schedule of assets completed and 
capitalized during the year under review of each Local 
Municipality under uThungulu area of jurisdiction.

TABLE 2 - ASSETS COMPLETED AND CAPITALIZED

LIST DESCRIPTION OF MUNICIPALITY VALUE

1 Mhlathuze Local Municipality R        66,345.99

2 Mfolozi Local Municipality R 21,431,400.39 

3 Ntambanana Local Municipality R       441,372.08 

4 Mlalazi Local Municipality R       692,838.95 

5 Mthonjaneni Local Municipality R 51,036,714.11 

6 Nkandla Local Municipality R   3,178,824.00 

TOTAL R 76,847,495.52

Figure 3 and 4 illustrates the Assets completed and 
capitalized for 2011/12.

SECTION: BUDGET, INSURANCE &
REPORTING

As required by legislation, the Mayor has to table in 
Council the Schedule of key deadlines at least ten 
months before the start of the financial year. This docu-
ment sets out the deadlines to be met by the Munici-
pality’s administration as well as Council in the process 
of compiling the Medium Term Budget for the ensu-
ing year. uThungulu District Municipality’s 2011/2012 
Medium Term Revenue and expenditure Framework 
(MTREF) was tabled before Council on 28 March 
2011. Subsequent to this the municipality engaged in 
an in depth budget participation process with Budget/
IDP roadshows being held in various locations within 
the 6 local municipalities in the uThungulu District. It 
was noted that the communities were gradually be-
coming more involved in the budget participatory pro-
cess. These roadshows help improve and the commu-
nities’ understanding of the municipal Budget process. 
The roadshows are held biannually during October/ 
November and again in April/May after the approval of 
the draft budget.

Emanating from the community participation process-
es the views of the community were then taken into ac-
count and were incorporated into the Final 2011/2012 
Medium Term Revenue and Expenditure Framework 
(MTREF) which was approved by Council on the 4th 
May 2011. Below is a summary of the last approved 
adjustments budget which served before Council on 
the 28th March 2012.
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2011/2012 Adjustment Budget Summary

Approved
Budget

Adjusted 
Approved 

Budget Jan-12

Roll over 
2010/2011

Proposed
Virements

Adjusted  
Budget

Revenue by Source      

- Grants & subsidies 235 229 235 229 – 235 229

- Equitable Share 146 964 146 964 – 146 964

- Levy Replacement Grant 152 214 152 214 – 152 214

Total Government Grant & Subsidies 534
407

534
407

– 534
407

Public Contributions – –

- Mfolozi Meter Instalation 2 000 2 000 – 2 000

Total Public Contributions 2 000 2 000 – 2 000

- Other Income 33 591 32 556 – 32 556

Total Other Income 33 591 32 556 – 32 556

Trading Services 32 873 36 321 – 36 321

Depreciation funding - Reserve 32 000 39 086 – 39 086

Provision for Rehabilitation - Solid Wase 10 000 10 000 – 10 000

Borrowings 19 392 19 392 – 19 392

Prior Year Grant Funding 48 099 48 099 – 48 099

Project Rollovers - Internally Funded 
Capital

24 651 24 651 – 24 651

Project Rollovers - MIG Funded Projects 
(10/11)

– – 27 593 – 27 593

Surplus Brought Forward (2010/2011) 19 761 45 013 – 45 013

Total Revenue 756
774

791
525

27 593 819
118

Expenditure –

Non-trading services 107 907 114 166 – 114 166

Trading Services 238 590 250 448 – 250 448

Operational IDP 114 587 123 479 9 515 12 078 145 072

Capital IDP & Internal Fixed Assets 295 691 303 432 18 078 (12 078) 309 432

Total Expenditure 756
774

791
525

27 593 – 819
118
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The figure left depicts the split 
between the adjusted Opera-
tional and Capital Budget for the 
2011/12 financial year.

The figure above depicts the split 
between the various revenue 
sources for the 2011/12 financial 
year.

The above figure depicts the split 
between the various expenditure 
types for the 2011/12 financial 
year.
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The budget Section is also responsible for the monthly, 
quarterly and annual budget reporting in terms of the 
Municipal Budget and Reporting Regulations (MBRR). 
The municipality prides itself in that the requirements 
of the MBRR, per Gazette 32141 of 17 April 2009 
were satisfied and to be noted that the municipality 
is involved in a continuous knowledge enhancement 
initiatives together with partners like the Provincial and 
National Treasuries in ensuring that the requirements 
of the MFMA are met. 

Lastly, this section is responsible for the handling of 
the Council’s Insurance portfolio to ensure that the 
Council’s assets are safeguarded against risks such as 
damage, theft and any other occurrences that may dis-
turb the functioning of the Council business which may 
in turn affect service delivery negatively. The Council 
also insures projects which are currently in progress 
in order to mitigate any risks during the construction 
process. Over the last three years the Council’s insur-
ance claims have seen a downward trend as measures 
are being out in place to ensure risk is at a minimum, 
the claims have decreased from an annual figure of 
R1.08m in 2010/11 to  R0.725m in 2011/12, which is a 
decrease of 33%.

EXPRESSION OF APPRECIATION

I wish to convey my sincere appreciation to our Honour-
able Mayor, Deputy Mayor, Speaker, Exco members, 
members of the Financial Services Portfolio Com-
mittee, Audit Committee members, MPAC members, 
Council and the management team for their support 
and cooperation during the year. 

A special word of thanks goes to Finance Senior Man-
agers and all financial staff as well as the National 
Treasury Advisor, for their support, contribution and 
dedication as well as the Internal audit team and the 
Auditor General’s audit team for their cooperation and 
understanding.

Finally, a further word of appreciation to all staff of uT-
hungulu for the months of hard work, sacrifices and 
concerted efforts during the year to enable the munici-
pality to finalise the Annual Financial Statements.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL
PROVINCIAL LEGISLATURE AND THE COUNCIL ON UTHUNGULU DISTRICT MUNICIPALITY

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

Introduction
1.	 I have audited the consolidated and separate financial statements of the uThungulu District Municipality set out 

on pages 128 to 176, which comprise the consolidated and separate statement of financial position as at 30 June 
2012, the consolidated and separate statement of financial performance, statement of changes in net assets and 
the cash flow statement for the year then ended, and the notes, comprising a summary of significant accounting 
policies and other explanatory information.

Accounting officer’s responsibility for the consolidated financial statements
2.	 The accounting officer is responsible for the preparation and fair presentation of the consolidated and separate 

financial statements in accordance with the South African Standards of Generally Recognised Accounting Prac-
tice (SA Standards of GRAP) and the requirements of the Local Government: Municipal Finance Management 
Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2011 (Act 
No. 6 of 2011) (DoRA), and for such internal control as the accounting officer determines is necessary to enable 
the preparation of the consolidated and separate financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditor General’s responsibility
3.	 My responsibilty is to express an opinion on the consolidated and separate financial statements based on my 

audit. I conduct my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), 
the General Notice issued in terms therof and international standards on Auditing. Those standards require that I 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about wheth-
er these consolidated and separate financial statements are free from material misstatement.

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

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

Opinion
6.	 In my opinion, the consolidated and separate financial statements present fairly, in all material respects, the 

financial position of uThungulu District Municipality as at 30 June 2012, and its financial performance and cash 
flows for the year then ended in accordance with the SA Standards of GRAP and the requirements of the MFMA 
and DoRA.

Emphasis of matter
7.	 I draw attention to the matter below. My opinion is not modified in respect of this matter.

Restatement of corresponding figures
8.	 As disclosed in note 37 to the consolidated financial statements, the corresponding figures for 30 June 2011 have 

been restated as a result of changes in accounting policies that have been effected by management and ap-
plied retrospectively in accordance with the requirements of SA Standard of GRAP, GRAP 3, Accounting Policies, 
Changes in Accounting Estimates and Errors.

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

Unaudited supplementary schedules
10.	 The supplementary information set out on pages 177 to 187 does not form part of these financial statements and 

was presented as additional information. I have not audited the schedule and accordingly I do not express an 
opinion.

Report on Other Legal and Regulatory Requirements
11.	 In accordance with the PAA and the General Notice issued in terms thereof, I report the following findings relevant 

to performance against predetermined objectives, compliance with laws and regulations and internal control, 
but not for the purpose of expressing an opinion.

Predetermined objectives
12.	 I performed procedures to obtain evidence about the usefulness and reliability of the information in the annual 

performance report as set out on pages 85 to 91 of the annual report.
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PROVINCIAL LEGISLATURE AND THE COUNCIL ON UTHUNGULU DISTRICT MUNICIPALITY

13.	 The reported performance against predetermined objectives was evaluated against the overall criteria of use-
fulness and reliability. The usefulness of information in the annual performance report relates to whether it is 
presented in accordance with the National Treasury’s annual reporting principles and whether the reported 
performance is consistent with the planned development objectives. The usefulness of information further relates 
to whether indicators and targets are measurable (i.e. well defined, verifiable, specific, measurable and time 
bound) and relevant as required by the National Treasury Framework for managing programme performance 
information. The reliability of the information in respect of the selected development objectives is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and complete).

14.	 There were no material findings on the annual performance report concerning the usefulness and reliability of 
the information.

Additional matters
15.	 I draw attention to the following matters. These matters do not have an impact on the predetermined objectives 

audit findings reported above.

Achievement of planned targets
16.	 Of the total number of 79 planned targets for the reported development objectives, only 62 were achieved dur-

ing the year under review. This represents 22% of the total planned targets that were not achieved during the year 
under review.

Material adjustments to the report on predetermined objectives
17.	 Material audit adjustments in the annual performance report were identified during the audit, 37% of which, relat-

ing to the performance indicator households with basic sanitation, were corrected by management.

Compliance with laws and regulations
18.	 I performed procedures to obtain evidence that the municipality has complied with applicable laws and regu-

lations regarding financial matters, financial management and other related matters. My findings on material 
non-compliance with specific matters in key applicable laws and regulations as set out in the General Notice 
issued in terms of the PAA are as follows:

Strategic planning and performance management
19.	 The amending of the organisational performance management system scorecard, which forms part of the inte-

grated development plan, was approved by Executive Committee on 20 June 2012, which was 10 days before 
the financial year-end. These amendements did not form part of both an annual review and mid-year review 
process as prescribed by section 34 and 41 of the Local Government Municipal Systems Act, 2000 (Act No. 32 of 
2000) (MSA).

Internal Control
20.	 I considered internal control relevant to my audit of the consolidated and separate financial statements, annual 

performance report and compliance with laws and regulations. The matters reported below under the funda-
mentals of internal control are compliance with laws and regulations.

Leadership
21.	 The accounting officer did not exercise adequate oversight responsibility over the reporting of predetermined 

objectives to ensure that they complied with the requirements of the MSA.

Financial and performance management
22.	 The senior management of the municipality did not perform a detailed review of the annual performance report 

to ensure that all reported information is accurate, reliable, complete and is adequately supported by evidence.

23.	 The accounting officer did not review and monitor compliance as required by Section 34 and 41 of the MSA for 
the reporting on predetermined objectives.

Pietermaritzburg

30 November 2012
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

STATEMENT OF MUNICIPAL MANAGER’S RESPONSIBILITY

I am responsible for the preparation of these consolidated annual financial statements, which are set out on pages 
122 to 181, in terms of Section 126(1) of the Municipal Finance Management Act(Act no 56 of 2003) and which I have 
signed on behalf of the municipality.

I certify that the salaries, allowances and benefits of Councillors as discussed in note 22 of these annual financial 
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Office Bearers Act and the Minister of Provincial and Local Government determination in 
accordance with this Act.

--------------------------------------
MH Nkosi
Accounting Officer

Richards Bay
28 September 2012
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STATEMENT OF FINANCIAL POSITION

Group Municipality
Note 2012 2011 2012 2011

R R R R
Restated Restated

Assets

Current Assets
Inventories 2  6 122 117  7 068 924  6 122 117  7 068 924 

Accounts receivable from exchange transactions 3  22 969 861  15 504 216  22 969 861  15 504 216 

Accounts receivable from non exhange transactions 4  25 055 524  14 561 548  25 055 524  14 561 548 

Current portion of long-term receivables 5  34 821  32 745  34 821  32 745 

Cash and cash equivalents 6  367 556 324  366 974 767  366 716 903  365 358 441 

 421 738 647  404 142 200  420 899 226  402 525 874 

Non-Current Assets
Property, plant and equipment 7  885 116 378  885 116 378  1 050 408 116  885 116 378 

Intangible assets 8  1 975 850  1 975 850  1 476 684  1 975 850 

Investments in municipal entities 9  25 206 796  25 719 814 

Long-term receivables 5  542 439  542 439  495 901  542 439 

Investment 10  -    -    21 000 000  -   

 887 634 667  887 634 667  1 098 587 497  913 354 481 
Total Assets  1 291 776 867  1 291 776 867  1 519 486 723  1 315 880 355 

Liabilities

Current Liabilities
Current portion of long-term liabilities 11  3 735 178  2 547 652  9 327 015  7 451 178 

Payables from exchange transactions 12  125 481 694  116 350 042  125 481 694  116 350 042 

Consumer deposits 13  8 229 262  7 244 363  8 229 262  7 244 363 

Defined benefit obligations 14  757 672  674 258  757 672  674 258 

Unspent conditional grants and receipts 15  74 248 965  91 246 495  74 248 965  91 246 495 

Current provisions 16  751 981  768 503  751 981  768 503 

 213 204 752  218 831 313  218 796 589  223 734 839 

Non-Current Liabilities 
Long-term liabilities  11  85 611 710  89 346 888  104 584 204  108 739 410 

Defined benefit obligations 14  13 423 263  12 750 483  13 423 263  12 750 483 

Provisions  16  69 415 033  65 117 292  69 415 033  65 117 292 

 168 450 006  167 214 663  187 422 500  186 607 185 
 381 654 758  386 045 976  406 219 089  410 342 024 

Total Assets  1 495 119 348  1 291 776 867  1 519 486 723  1 315 880 355 

Total Liabilities  (381 654 758)  (386 045 976)  (406 219 089)  (410 342 024)

Net Assets  1 113 464 590  905 730 891  1 113 267 634  905 538 331 

Accumulated Surplus  1 113 267 634  905 538 331  1 113 267 634  905 538 331 

Outside Partner's Interest  196 955  192 560 
 1 113 464 590  905 730 891  1 113 267 634  905 538 331 
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STATEMENT OF FINANCIAL PERFORMANCE

Group Municipality

Note 2012 2011 2012 2011

R R R R

Restated Restated

Revenue

Service charges 17  48 017 382  41 192 934  48 017 382  41 192 934 

Government grants & subsidies 18  533 234 090  386 087 990  533 234 090  386 087 990 

Rental income  33 942  38 189  33 942  38 189 

Other income 19  2 745 730  7 091 872  8 702 739  12 896 963 

Interest received 20  27 087 751  24 296 816  27 037 679  24 205 487 

Gains on disposal of assets  -    601 377  -    601 377 

Total Revenue  611 118 895  459 309 178  617 025 832  465 022 940 

Expenditure

Employee related costs 21  88 084 985  86 622 796  88 084 985  86 622 796 

Remuneration of councillors 22  7 869 721  5 491 850  7 869 721  5 491 850 

Debt impairment 3  8 023 573  6 436 353  8 023 573  6 436 353 

Depreciation, amortisation & impairment 23  36 542 829  40 060 828  36 542 829  40 060 828 

Repairs and maintenance  34 926 111  34 702 638  34 926 111  34 702 638 

Finance costs 24  5 962 760  6 956 310  11 900 614  12 698 920 

Bulk purchases 25  29 204 363  24 470 386  29 204 363  24 470 386 

Contracted services  63 004 898  60 161 496  63 004 898  60 161 496 

Grants and subsidies paid 26  9 244 434  6 031 173  9 244 434  6 031 173 

Loss on disposal of assets  419 223  -    419 223  -   

General expenses 27  119 800 542  94 698 656  119 800 542  94 698 631 

Total expenditure  (403 083 439)  (365 632 486)  (409 021 293)  (371 375 071)

Surplus for the year  208 035 456  93 676 692  208 004 539  93 647 869 

Outside Partner's interest  (30 917)  (28 823)  -    -   

Surplus for the year attributable to the municipality  208 004 539  93 647 869  208 004 539  93 647 869 
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Note
Accumulated 

Surplus

Outside 
Partners 
Interest Total

R R R

Group
 Balance at 01 July 2010  803 235 002  186 864  803 421 866 

 Changes in net assets 

 Prior Year Adjustments 37  9 904 467  -  9 904 467 

 - depreciation pertaining to fully depreciated assets 

 Fair Valuation of assets 37  228 680  -  228 680 

 Net income/(losses) recognised directly in net assets  10 133 147  -  10 133 147 

 Surplus for the year - restated  93 647 869  28 823  93 676 692 

 Total recognised income and expenses for the year  103 781 016  28 823  103 809 839 

 Distribution by municipal entity  (23 127)  (23 127)

 Prior Year Adjustments - stale cheques  (1 064 297)  (1 064 297)

 Changes in accounting estimates  37  (413 390)  -  (413 390)

 Total changes  102 303 329  5 696  102 309 025 

 Balance at 01 July 2011  - restated  905 538 331  192 560  905 730 891 

 Changes in net assets 

 Surplus for the year  208 004 539  30 917  208 035 456 

 Distribution by municipal entity  (26 521)  (26 521)

 Changes in accounting estimates   (275 236)  -  (275 236)

 Total changes  207 729 303  4 396  207 733 699 

 Balance as at 30 June 2012  1 113 267 634  196 955  1 113 464 590 

 Municipality 

 Balance at 01 July 2010  803 235 002  -  803 235 002 

 Changes in net assets 

 Prior Year Adjustments 37  9 904 467  -  9 904 467 

 - depreciation pertaining to fully depreciated assets 

 Fair Valuation of assets 37  228 680  -  228 680 

 Net income/(losses) recognised directly in net assets  10 133 147  -  10 133 147 

 Surplus for the year - restated  93 647 869  -  93 647 869 

 Total recognised income and expenses for the year  103 781 016  -  103 781 016 

 Prior Year Adjustments - stale cheques  (1 064 297)  -  (1 064 297)

 Changes in accounting estimates  37  (413 390)  -  (413 390)

 Total changes  102 303 329  -  102 303 329 

 Balance at 01 July 2011  - restated  905 538 331  -  905 538 331 

 Changes in net assets 

 Surplus for the year  208 004 539  -  208 004 539 

 Changes in accounting estimates   (275 236)  -  (275 236)

 Total changes  207 729 303  -  207 729 303 

 Balance as at 30 June 2012  1 113 267 634  -  1 113 267 634 



129

UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

CASH FLOW STATEMENT

Group Municipality
Figures in Rand Note 2012 2011 2012 2011

R R R R
Restated Restated

 Cash flows from operating activities  

 Receipts   
 Receipts from consumers  34 373 825  51 649 102  40 330 834  57 404 294 

 Grants  511 237 598  397 522 496  511 237 598  397 522 496 

 Interest income  27 087 751  24 246 918  27 037 679  24 205 487 

 572 699 174  473 418 516  578 606 111  479 132 277 

 Payments 
 Employee costs  (95 954 706)  (92 114 646)  (95 954 706)  (92 114 646)

 Suppliers  (257 890 382)  (180 038 653)  (257 863 861)  (180 015 497)

 Finance costs  (5 962 760)  (6 956 310)  (11 900 614)  (12 698 920)

 (359 807 848)  (279 109 609)  (365 719 181)  (284 829 063)

 Net cash flows from operating activities  28  212 891 326  194 308 907  212 886 930  194 303 214 

 Cash flows from investing activities  

 Purchase of property, plant and equipment   (188 821 467)  (108 903 556)  (188 821 467)  (108 903 556)

 Proceeds from sale of property, plant and equipment  174 600  1 319 195  174 600  1 319 195 

 Purchase of other intangible assets  (159 712)  (203 524)  (159 712)  (203 524)

 Movement in investments  513 018  (878 754)

 (Increase)/Decrease in non-current investments   (21 000 000)  18 804 415  (21 000 000)  18 804 415 

 Decrease in non-current receivables   44 462  317 322  44 462  317 322 

 Net cash from investing activities  
 

(209 762 117)  (88 666 148)
 

(209 249 099)  (89 544 902)

 Cash flows from financing activities  

 Net movement in other financial liabilities 
 Repayment of long-term liabilities  (2 547 652)  (2 281 557)  (2 279 369)  (1 481 062)

 Net cash from financing activities   (2 547 652)  (2 281 557)  (2 279 369)  (1 481 062)

 Net (decrease) / increase in cash and cash 
equivalents   581 557  103 361 202  1 358 462  103 277 250 
 Cash and cash equivalents at the beginning of the year   366 974 767  263 613 565  365 358 441  262 081 191 

 Cash and cash equivalents at the end of the year  6  367 556 324  366 974 767  366 716 903  365 358 441 
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ACCOUNTING POLICIES

1. Presentation of Consolidated Annual Financial Statements

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

These consolidated annual financial statements have been prepared on an accrual basis of accounting 
and are in accordance with historical cost convention unless specified otherwise. They are presented in 
South African Rand.

The consolidated annual financial statements have also been prepared on the assumption that the 
municipality will continue to operate as a going concern in the foreseeable future.

A summary of the significant accounting policies, which have been consistently applied, to all the years 
presented are disclosed below.

1.1 Significant judgements and sources of estimation uncertainty

In preparing the consolidated annual financial statements, management is required to make estimates 
and assumptions that affect the amounts represented in the consolidated 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 consolidated annual financial statements. Significant judgements include:

1.1.1 Provisions

Management determined an estimate for provisions raised based on the information available. Additional 
disclosure of these estimates of provisions are included in note16 - Non - Current and Current Provisions.

1.1.2 Standards, amendments to standards and interpretations issued but not yet effective

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

GRAP 18 - Segmental reporting

Compliance with this standard would have had an effect on the presentation only. Financial information 
would have been reported by segments. The disclosure of this information will assist users of the financial 
statements to better understand the municipality’s historical performance and to identify the resources 
allocated to support the major activities of the entity.

GRAP 20 - Related party disclosures

The standard of GRAP on related parties will replace the IPSAS 20 standard on related party disclosure. No 
significant impact on the financial statements of the Municipality is expected.

GRAP 25 - Employee benefits

This standard prescribes similar requirements to those in terms of IAS 19: Employee Benefits. Since IAS 19 
has been applied in developing the current accounting policy, no significant impact on the financial 
statements of the Municipality is expected.

GRAP 105 - Transfer of functions between entities under common control

This standard provides the accounting treatment for transfers of functions between entities under common 
control. However the impact on the Municipality’s financial statements is not expected to be significant 
due to the fact that the Municipality rarely enters into such transactions. The standard is only expected to 
have an impact on the Municipality in respect of any future transfers of functions.

GRAP 106 - Transfer of functions between entities not under common control

This standard deals with other transfers of functions (i.e. between entities not under common control) 
and requires the entity to measure transferred assets and liabilities at fair value. It is unlikely that the 
Municipality will enter into any such transactions in the near future.
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1.1 Significant judgements and sources of estimation uncertainty (continued) 

GRAP 107 - Mergers

This standard deals with requirements for accounting for a merger between two or more entities, and is 
unlikely to have an impact on the financial statements of the Municipality in the foreseeable future.

The following GRAP standards have been issued and are effective for the period commencing on or after 
1 April 2012 and will be applied in the 2012/2013 financial year:

GRAP 21 - Impairment of Non-cash generating assets

The standard determines the requirements and provides additional guidance on how to impair non-cash
generating assets, being assets that are not held to generate any sort of commercial benefit. In particular, 
it provides guidance on how to determine an asset’s recoverable service amount in the absence of any 
future cash flows.

GRAP 23 - Revenue from Non-exchange transactions

This standard determines the requirements and provides additional guidance on how to account for 
revenue from non-exchange transactions. In particular, it requires the entity to recognise revenue from 
grants received, to the extent that there are no further conditions attached to the grant that give rise 
to an obligation to repay. Most of the grants received by the Municipality are conditional grants and 
revenue is currently only recognised when the conditions associated with the respective grants are met 
and therefore it is not expected to have a significant impact on the financial statements when it becomes 
effective.

GRAP 24 - Presentation of Budget information in the financial statements

This standard determines the specific requirements and provides additional guidance on how to present 
a comparison between budgeted and actual amounts in the financial statements, as required by GRAP 
1. This is expected to add significantly to the level of disclosures currently being provided in note 36.

GRAP 26 - Impairment of Cash generating assets

This standard determines the requirements and provides additional guidance on how to impair cash 
generating assets, being assets that are expected to generate a commercial benefit. The standard 
requires a similar treatment to that currently required by IAS 36 and as a result, the impact of this standard 
becoming effective is expected to be limited.

GRAP 104 - Financial Instruments

This standard will introduce some relatively significant changes when compared to IAS 39, especially in 
the way financial assets are classified and treated. Notwithstanding the aforementioned classification 
changes, the financial impact of this standard being applied is expected to be limited.

1.1.3 Useful lives of property, plant and equipment

As described in accounting policies 1.6 &1.7 the municipality depreciates/amortises its property, plant 
and equipment and intangible assets over the estimated useful lives of the assets, taking into account the 
residual values of the assets at the end of their useful lives, which is determined when the assets become 
available for use. The useful lives and residual values of the assets are based on industry knowledge and 
reviewed annually.

1.1.4 Defined benefit plan liabilities

As described in accounting policy 1.4, the municipality obtains actuarial valuations of its defined benefit 
plan liabilities. The defined benefit obligations of the municipality that were identified are post retirement 
health benefit obligations and long service awards. The estimated liabilities are recorded in accordance 
with the requirements of IAS 19. Details of the liabilities and the key assumptions made by the actuaries in 
estimating the liabilities are provided in note 14 to the financial statements.
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1.1 Significant judgements and sources of estimation uncertainty (continued)

1.1.5 Revenue recognition

Accounting Policy 1.11 on Revenue from Exchange Transactions and Accounting Policy 1.12 on Revenue 
from Non - Exchange Transactions describes the conditions under which revenue is recorded by the 
management of the municipality.

In making their judgement, management considered the detailed criteria for the recognition of revenue 
as set out in GRAP 9; Revenue from Exchange Transactions and GAMAP 9 Revenue, as far as Revenue from 
Non Exchange Transactions are concerned. In particular, when goods are sold, whether the municipality 
had transferred to the buyer the significant risks and rewards of ownership of the goods and when services 
are rendered, whether the service has been rendered. The management of the municipality is satisfied 
that recognition of the revenue in the current year is appropriate.

1.1.6 Financial assets and liabilities

The classification of financial assets and liabilities, into categories, is based on management’s educated
jugdement.

1.1.7 Changes in accounting policies

Changes in accounting policies that are effected by management have been applied retrospectively in
accordance with GRAP 3 requirements, except to the extent that it is impracticable to determine the 
periodspecific effects or the cumulative effect of a change in policy. In such cases, the municipality 
shall restate the opening balances of assets, liabilities and net assets for the earliest period for which 
retrospective restatement is practicable.

1.2 Consolidation

Basis of consolidation

The consolidated annual financial statements incorporate the financial statements of the Municipality 
and Municipal Entities controlled by the Municipality.

On acquisition, the assets and liabilities of a Municipal Entity are measured at their fair values at the date 
of acquisition. The interests of outside shareholders are stated at the minorities proportion of the fair values 
of the assets and liabilities recognised.

The results of Municipal Entities acquired or disposed during the year are included in the consolidated 
Statement of Financial Performance from the effective date of acquisition or up to the effective date of 
disposal, as appropriate.

Where necessary, adjustments are made to the annual financial statements of Municipal Entities to bring 
the accounting policies used into line with those used by the Municipality and other Municipal Entities 
included in the Group.

All significant transactions and balances between members of the Group are eliminated on consolidation.

1.3 Financial instruments

1.3.1 Financial assets classification

A financial asset is any asset that is cash or a contractual right to receive cash. The municipality has the 
following types of financial assets as reflected in the Statement of Financial Position or in the notes thereto:

•	 Investments in Fixed Deposits (Banking Institutions etc.)
•	 Long Term Receivables
•	 Accounts receivable from exchange transactions
•	 Accounts receivable from non exchange transactions
•	 Short Term Investment Deposits
•	 Cash and Cash Equivalent

In accordance with IAS 39.09 the financial assets of the municipality are classified as follows:

UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

ACCOUNTING POLICIES
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1.3 Financial instruments  (continued)

Type of Financial Asset	 Classification in terms of IAS 39.09
Short Term Investment Deposit- Call	 Held to Maturity Investments
Cash and Cash Equivalents	 Loans and Receivables
Finance Lease Receivables	 Loans and Receivables
Long Term Receivables	 Loans and Receivables
Accounts receivable from exchange transactions	 Loans and Receivables
Accounts receivable from non exchange transactions	 Loans and Receivables
Investments in Fixed Deposits	 Held to Maturity Investments

Loans and Receivables

Loans and Receivables are non derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. They are included in current assets, except for maturities greater than 12 
months, which are classified as non- current assets. Loans and receivables are recognised initially at cost 
which represents fair value. After initial recognition financial assets are measured at amortised cost, using 
the effective interest rate method less a provision for impairment (Refer to note 3).

Held To Maturity Investments

Held to maturity investments are financial assets with fixed or determinable payments and fixed maturity 
where the municipality has the positive intent and ability to hold the investment to maturity.

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits).Cash
equivalents are short term highly liquid investments, readily convertible into known amounts of cash, 
that are held with registered banking institutions with maturities of 4 months or less and are subject to 
an insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash 
equivalents comprise cash on hand, deposits held on call with banks, net of bank overdrafts. The 
municipality categorises cash and cash equivalents as financial assets: Loans and Receivables.

1.3.2 Financial liabilities classification

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. 
The municipality has the following types of financial liabilities as reflected in the Statement of Financial 
Position or in the notes thereto:

•	 Long term liabilities
•	 Payables from exchange transactions
•	 Bank Overdraft
•	 Short Term Loans
•	 Current Portion of Long Term Liabilities
•	 Consumer Deposits

There is one main category of financial liabilities determined by their classification. Financial Liabilities 
may be measured at:

(i) Fair Value through profit or Loss; or
(ii) Amortised Cost using the effective interest method.

Any other financial liabilities are classified as “other financial liabilities” and are initially measured at fair 
value, net of transaction costs. Other financial liabilities are subsequently measured at amortised cost 
using the effective interest method, with interest expense recognised on an effective yield basis.

In accordance with IAS 39.09 the financial liabilities of the municipality are all classified as “other financial
liabilities”.

1.3.3 Initial and subsequent measurement

Financial Assets

Held to Maturity investments, loans and receivables are initially measured at fair value plus transaction 
costs that are directly attributable to the acquisition or issue of the financial assets. Subsequently, these
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1.3 Financial instruments  (continued) 

assets are measured at amortised cost using the effective interest method less any impairment, with 
interest income recognised on an effective yield basis.

Financial Liabilities

Financial Liabilities are initially and subsequently measured at fair value. Other financial liabilities are 
measured at amortised cost using the effective interest rate method.

Impairment of Financial Assets

The municipality assesses at each statement of financial position date whether a financial asset or 
group of financial assets are impaired. Financial assets are impaired where there is objective evidence 
of impairment, (such as the probability of insolvency or significant financial difficulties of the debtor). If 
there is such evidence the recoverable amount is estimated and an impairment loss is recognised in 
accordance with IAS 39.

Initially accounts receivable are valued at fair value and subsequently carried at amortised cost using the
effective interest rate method. An estimate is made for doubtful debts based on past default experience 
of all outstanding amounts at year-end. Bad debts are written off in the year in which they are identified 
as irrecoverable.

The carrying amounts of the financial asset is reduced by the impairment loss directly for all financial 
assets with the exception of accounts receivables, where the carrying amount is reduced through the use 
of an impairment account. Subsequent recoveries of amounts previously written off are credited against 
the impairment account. Changes in the carrying amount of the impairment account are recognised in 
the Statement of Financial Performance.

Derecognition of Financial Assets

The municipality derecognises financial assets only when the contractual rights to the cash flows from 
the asset expire or it transfers the financial asset and substantially all the risks and rewards of ownership 
of the asset to another entity, except when council approves the write-off of financial assets due to non 
recoverability.

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and 
continues to control the transferred asset, the municipality recognises its retained interest in the asset and 
an associated liability for amounts it may have to pay. If the municipality retains substantially all the risks 
and rewards of ownership of a transferred financial asset, the municipality continues to recognise the 
financial asset and also recognises a collateralised borrowing for the proceeds received.

Derecognition of Financial Liabilities

The municipality derecognises financial liabilities only when, the municipality’s obligations are discharged,
cancelled or they expire.

1.3.4 Investment in municipal entities

In the municipality’s annual financial statements, investments in municipal entities are carried at fair value 
less any accumulated impairment at the reporting date.

1.4 Employee benefits

1.4.1 Short-term employee benefits

Remuneration to employees is recognised in the Statement of Financial Performance as the services are
rendered, except for non-accumulating benefits, which are only recognised when the specific event 
occurs.

The municipality has opted to treat its provision for leave pay as an accrual, included under current 
liabilities.

The costs of all short-term employee benefits such as leave pay, are recognised during the period in 
which the employee renders the related service. The liability for leave pay is based on the total accrued
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1.4 Employee benefits (continued)

leave days at year end and is shown as a creditor in the Statement of Financial Position.

1.4.2 Defined contribution plans

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

The municipality’s contributions to the defined contribution funds are established in terms of the rules 
governing those funds. Contributions are recognised in the Statement of Financial Performance in 
the period in which the service is rendered by the relevant employees. The municipality has no further 
payment obligations once the contributions have been paid.

1.4.3 Defined benefit plans

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan.

Post-retirement health care benefits The municipality has an obligation to provide post-retirement health 
care benefits to certain of its retirees. According to the rules of the Medical Aid Funds, with which the 
municipality is associated, a member (who is on the current Conditions of Service), on retirement, is 
entitled to remain a continued member of the Medical Aid Fund, in which case the municipality is liable 
for a certain portion of the medical aid membership fee.

The defined benefit liability is the aggregate of the present value of the defined benefit obligation and
unrecognised actuarial gains and losses, reduced by unrecognised past service costs. The plan is 
unfunded. The present value of the defined benefit obligation is calculated using the projected unit 
credit method, incorporating actuarial assumptions and a discount rate based on the government bond 
rate. Valuations of these obligations are carried out every year by independent qualified actuaries.

Long-service allowance

The municipality has an obligation to provide long-service allowance benefits to all of its employees. 
According to the rules of the Long-service Allowance Scheme, which the municipality instituted and 
operates, an employee (who is on the current Conditions of Service), is entitled to a cash allowance, 
calculated in terms of the rules of the scheme, after 5,10, 15, 20, 25 and 30 years of continued service. The 
municipality’s liability is based on an actuarial valuation. The projected unit credit method has been used 
to value the liabilities. Actuarial gains and losses on the long-term incentives are accounted for through 
the Statement of Financial Performance.

Defined benefit plans

The municipality contributes to various defined benefit plans on behalf of its qualifying employees. These 
funds are multi-employer funds (refer to Note 14 of the Annual Financial Statements for details). The 
contributions to fund obligations for the payment of retirement benefits are charged against revenue 
in the year they become payable. These defined benefit funds are actuarially valued triennially on the 
discounted cash method basis. Deficits are recovered through lump sum payments or increased future 
contributions on a proportional basis from all participating municipalities.

1.5 Provisions

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 reporting date.

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.



136

UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

ACCOUNTING POLICIES

1.5 Provisions (continued)

A provision is used only for expenditures for which the provision was originally recognised.

Provision for the rehabilitation of the refuse landfill site is determined at best estimate by consulting 
engineers.

1.6 Property, plant, equipment

Property, plant, 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 financial period.

Initial Recognition

The cost of an item of property, plant, 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, equipment is initially recognised at cost on its acquisition date or in the case of assets 
acquired at nil or nominal consideration the deemed cost, being the fair value of the asset at acquisition 
date.

The cost of an item of property, plant, 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 the municipality. 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, equipment is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost 
is the carrying amount of the asset(s) given up.

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

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

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

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

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

Subsequent Measurement

Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that 
future economic fair value of the subsequent expenditure can be reliably measured.

Subsequent expenditure incurred on an asset is only capitalised when it increases the capacity for future
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1.6 Property, plant, equipment (continued)

economic benefits associated with the asset.

Where the municipality replaces part of an asset, it derecognises the part of the asset being replaced 
and capitalises the new component.

Subsequent measurement of all property, plant and equipment are measured at cost, less accumulated
depreciation and any accumulated impairment losses. The municipality does not recognise in the 
carrying amount of an item of property, plant and equipment the cost of day to day servicing of the item.

Compensation from third parties for items of property, plant and equipment that were impaired, lost or 
given up is included in surplus or deficit when the compensation becomes receivable.

Depreciation

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

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

Land, with the exception of landfill sites and cemetery, is not depreciated as it is regarded as having 
an infinite life. If the cost of the land includes the cost of site dismantlement, removal and restoration, 
the portion of the land asset is depreciated over the period of benefits or service potential, obtained 
by incurring those costs. Depreciation on assets other than land is calculated on cost, using the straight 
line method, to allocate their cost to their residual values over the estimated useful lives of the asset. The 
depreciation method used reflects the pattern in which the assets future economic benefits or service 
potential are expected to be consumed by the municipality. Components of assets that are significant in 
relation to the whole asset and that have different useful lives are depreciated separately.

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

Item	 Expected useful life
Land & Building
•	 Permanent	 30 years
•	 Other Buildings	 30 years

Plant and Equipment
•	 Weed Eater	 2 years
•	 Lawn Mower	 2 years
•	 Other	 5 years
•	 Skid Mounted Fire Response	 15 years

Furniture	 10 years
Computer Equipment	 5 years

Infrastructure Electricity
•	 Electrical Kiosk	 15 years
•	 Electrical Meters	 15 years
•	 Street Lights	 15 years
•	 Electrical Lines and Cables	 40 years
•	 Electrical Switchgear	 40 years
•	 Power Transformers	 40 years

Infrastructure - Plant & Equipment
•	 Heavy Duty Infrastructure Pumps	 15 years
•	 Unspecified Infrastructure Assets	 15 years
•	 Standby Generators Sets - Water & Sewerage Camps	 15 years

Infrastructure Sewerage Services
•	 Sewerage Containment	 50 years
•	 Sewerage Network	 50 years
•	 Sewerage Purification	 50 years
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1.6 Property, plant, equipment (continued)

Infrastructure Solid Waste Cell Services
•	 Solid Waste Cell - Landfill	 7 years
•	 Cemetery	 15 years

Infrastructure Water Services
•	 Small Schemes	 20 years
•	 Water Abstraction	 20 years
•	 Water Network	 20 years
•	 Water Purification	 20 years
•	 Water Storage	 50 years

Motor Vehicles
•	 Bakkie, LDV, Sedan & Tanker	 7 years
•	 Truck	 7 years
•	 Trailer & Caravan	 5 years
•	 Forklift	 5 years
•	 Tractors	 15 years

Equipment
•	 Office Equipment	 5 years

Infrastructure assets

Infrastructure assets are any assets that are part of a network of similar assets and are shown at cost less
accumulated depreciation and accumulated impairment.

Derecognition of Property, Plant and Equipment.

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or when 
no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition is included in surplus or deficit when the item is derecognised.

Gains or losses, calculated as the difference between the net book value of assets (cost less accumulated
depreciation and accumulated impairment losses) and the sales proceeds, are included in the Statement 
of Financial Performance as a gain or loss on disposal of property, plant and equipment.

1.7 Intangible assets

An asset is identified as an intangible asset when it:

•	 is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, assets or liability; or

•	 arises from contractual rights or other legal rights, regardless whether those rights are transferable or 
separate from the municipality or from other rights and obligations.

Initial Recognition

An intangible asset is recognised when:

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

Intangible assets are initially recognised at cost.

An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of 
acquisition.

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

An intangible asset arising from development (or from the development phase of an internal project) is
recognised when:

•	 it is technically feasible to complete the asset so that it will be available for use or sale;
•	 there is an intention to complete and use or sell it;
•	 there is an ability to use or sell it;
•	 It will generate probable future economic benefits or service potential;
•	 there are available technical, financial and other resources to complete the development and to 

use or sell the asset;
•	 the expenditure attributable to the asset during its development can be measured reliably.

Subsequent Measurement, Amortisation and Impairment

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

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

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

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

Item	 Useful life
Computer software, other	 3 years

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is
recognised in surplus or deficit when the asset is derecognised.

Derecognition

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

1.8 Leases

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

1.8.1 Finance leases -The municipality as a lessee

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

The discount rate used in calculating the present value of the future minimum lease payments is the 
interest rate implicit in the lease.

The lease payments are apportioned between the finance charge and reduction of the outstanding 
liability. The finance charge is allocated to each period during the lease term so as to produce a constant 
periodic rate of the remaining balance of the liability.
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1.8.2 Operating leases - The municipality as a lessee

Payments made under operating leases (net of any incentives received from the lessor) are charged to 
the Statement of Financial Performance over the period of the lease.

1.9 Inventories

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal
consideration, then their costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated 
costs of completion and the estimated costs necessary to make the sale, exchange or distribution.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in 
bringing the inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced 
and segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used 
for all inventories having a similar nature and use to the municipality.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in 
the period in which the related revenue is recognised. If there is no related revenue, the expenses are 
recognised when the goods are distributed, or related services are rendered. The amount of any write-
down of inventories to net realisable value or current replacement cost and all losses of inventories are 
recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any 
write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which 
the reversal occurs.

1.10 Tax

Normal Tax Expense:

No provision has been made for taxation as the municipality is exempt from taxation in terms of section 
10(1)(A) of the Income Tax Act.

Value Added Tax (VAT):

The municipality accounts for VAT on the accrual basis, based on the approval received from the 
Commissioner for South African Revenue Services to an application by the Municipality,permission has 
been given to remit or claim for value - added tax on the payments basis for debtors and creditors.

1.11 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.

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 rebates.
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1.11 Revenue from exchange transactions  (continued)

Rendering of services

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.

Service charges relating to water are based on consumption. Meters are read on a monthly basis and 
when the meter is not read provisional estimates are made and based on those readings the revenue is 
invoiced monthly and recognised. Adjustments to provisional estimates of consumption are made in the 
invoicing period in which meters have been read. These adjustments are recognised as revenue in the 
invoicing period.

Service charges relating to refuse are recognised on a monthly basis in arrears and on an accrual basis by
applying the approved tariff to each consumer that makes use of the landfill site.

Service charges from sanitation are raised on a monthly basis in accordance with the approved tariffs.

Interest and rentals are recognised on a time proportion basis.

Revenue from public contributions is recognised when all conditions associated with the contribution 
have been met or where the contribution is to finance property, plant and equipment, when such items 
are brought into use.

Where public contributions have been received but the municipality has not met the conditions, a liability 
is recognised.

1.12 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.

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.

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 conditions associated with the grant.

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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1.12 Revenue from non-exchange transactions

Grants in Aid

The municipality transfers money to individuals, organisations and other sectors of government from time 
to time.

When making these transfers, the municipality does not:

•	 receive any goods or services directly in return, as would be expected in a purchase or sale transaction;
•	 expect to be repaid in future; or
•	 expect a financial return, as would be expected from an investment

These transfers are recognised in the Statement of Financial Performance as expenses in the period that 
the events giving rise to the transfer occurred.

1.13 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying 
asset are capitalised as part of the cost of that asset until such time as the asset is ready for its intended 
use. The amount of borrowing costs eligible for capitalisation is determined as follows:

•	 Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset 
less any investment income on the temporary investment of those borrowings.

•	 Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed 
for the purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the 
total borrowing costs incurred.

The capitalisation of borrowing costs commences when all the following conditions have been met:

•	 expenditures for the asset have been incurred;
•	 borrowing costs have been incurred; and
•	 activities that are necessary to prepare the asset for its intended use or sale are undertaken.

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable 
amount or recoverable service amount or net realisable value, the carrying amount is written down or 
written off in accordance with the accounting policy on Impairment of Assets as per accounting policy 
number 1.6 and in certain circumstances, the amount of the write-down or write-off is written back in 
accordance with the same accounting policy.

Capitalisation is suspended during extended periods in which active development is interrupted.

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its 
intended use is complete.

When the municipality completes the construction of a qualifying asset in parts and each part is capable 
of being used while construction continues on other parts, the entity ceases capitalising borrowing costs 
when it completes substantially all the activities necessary to prepare that part for its intended use or sale.
All other borrowing costs are recognised as an expense in the period in which they are incurred.

1.14 Unauthorised expenditure

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in terms 
of the conditions of an allocation received from another sphere of government, municipality or organ 
of state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance 
Management Act (Act No. 56 of 2003). All 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.

1.15 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure means expenditure which was made in vain and would have been 
avoided had reasonable care been exercised.
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1.15 Fruitless and wasteful expenditure (continued)

All 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.

1.16 Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act 
No.56 of 2003), the Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 
20 of 1998) or is in contravention of the economic entity’s supply chain management policy. Irregular 
expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance.

1.17 Comparative figures

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

1.18 Events after report date

Events after the reporting date that are classified as adjusting events are accounted for in the annual 
financial statements. The events after the reporting date that are classified as non-adjusting events have 
been disclosed in the notes to the annual financial statements.

1.19 Contingent assets and contingent liabilities

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes 
to the annual financial statements.

1.20 Commitments

Items are classified as commitments where the Municipality commits itself to future transactions that will 
result in the furture outflow of resources.

Capital commitments are not recognised in the statement of financial position as a liability but are 
included in the disclosure note 29, for approved and contracted commitments, where the expenditure 
has been approved and the contract has been awarded at the reporting date.

1.21 Related parties

The municipality operates in an economic sector currently dominated by entities directly or indirectly 
owned by the South African Government. As a consequence of the constitutional independence of the 
three spheres of government in South Africa, only entities within the national sphere of government are 
considered to be related parties.

Management are those persons responsible for planning, directing and controlling the activities of the 
municipality, including those charged with the governance of the municipality in accordance with 
legislation, in instances where they are required to perform such functions.

Close members of the family of a person are considered to be those family members who may be 
expected to influence, or be influenced by, that management in their dealings with the municipality.

Only transactions with related parties not at arm’s length or not in the ordinary course of business are 
disclosed.

1.22 Currency of presentation

These consolidated annual financial statements are presented in South African Rands.
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Group Municipality
2012 2011 2012 2011

R R R R

2.  Inventories

Consumables and maintenance materials  5 861 438  6 817 976  5 861 438  6 817 976 

Water  260 679  250 948  260 679  250 948 

 6 122 117  7 068 924  6 122 117  7 068 924 

3.  Accounts receivable from exchange transactions

VAT receivable  10 111 601  5 275 361  10 111 601  5 275 361 

Consumer debtors
Gross balance
Water  32 556 067  26 609 883  32 556 067  26 609 883 

Sanitation  3 568 413  3 223 297  3 568 413  3 223 297 

Solid waste  2 010 600  1 503 517  2 010 600  1 503 517 
 38 135 080  31 336 697  38 135 080  31 336 697 

Less: Provision for debt impairment
Water  (21 595 886)  (18 352 305)  (21 595 886)  (18 352 305)

Sanitation  (2 674 973)  (2 185 916)  (2 674 973)  (2 185 916)

Solid waste  (1 005 961)  (569 621)  (1 005 961)  (569 621)
 (25 276 820)  (21 107 842)  (25 276 820)  (21 107 842)

Net balance

Water  10 960 181  8 257 578  10 960 181  8 257 578 

Sanitation  893 440  1 037 381  893 440  1 037 381 

Solid waste  1 004 639  933 896  1 004 639  933 896 
 12 858 260  10 228 855  12 858 260  10 228 855 

Summary of debtors by service type

Water

Current (0 - 30 days)  5 592 734  5 813 248  5 592 734  5 813 248 

31 - 60 days  3 304 459  2 582 025  3 304 459  2 582 025 

61 - 90 days  788 897  1 551 187  788 897  1 551 187 

91 - 120 days  1 405 836  1 270 673  1 405 836  1 270 673 

> 120 days  21 464 140  15 392 750  21 464 140  15 392 750 

Less: Impairment  (21 595 885)  (18 352 305)  (21 595 885)  (18 352 305)
 10 960 181  8 257 578  10 960 181  8 257 578 

Sanitation
Current (0 - 30 days)  318 586  (26 072)  318 586  (26 072)

31 - 60 days  200 751  213 878  200 751  213 878 

61 - 90 days  139 190  136 574  139 190  136 574 

91 - 120 days  145 716  169 765  145 716  169 765 

> 120 days  2 764 170  2 729 153  2 764 170  2 729 153 

Less: Impairment  (2 674 973)  (2 185 917)  (2 674 973)  (2 185 917)

 893 440  1 037 381  893 440  1 037 381 

Solid waste
Current (0 - 30 days)  935 732  734 296  935 732  734 296 

31 - 60 days  429 504  141 424  429 504  141 424 

61 - 90 days  117 059  86 218  117 059  86 218 

91 - 120 days  154 140  71 848  154 140  71 848 

> 120 days  374 165  469 730  374 165  469 730 

Less: Impairment  (1 005 961)  (569 620)  (1 005 961)  (569 620)
 1 004 639  933 896  1 004 639  933 896 
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Group Municipality
2012 2011 2012 2011

R R R R

3.  Accounts receivable from exchange transactions (continued)

Summary of debtors by customer classification

Domestic Consumers
Current (0 - 30 days)  3 515 744  4 005 710  3 515 744  4 005 710 

31 - 60 days  1 936 377  1 511 225  1 936 377  1 511 225 

61 - 90 days  718 936  927 413  718 936  927 413 

91 - 120 days  1 130 351  764 454  1 130 351  764 454 

> 120 days  21 381 944  14 885 853  21 381 944  14 885 853 

 28 683 352  22 094 655  28 683 352  22 094 655 

Less: Provision for debt impairment  (23 974 016)  (19 833 086)  (23 974 016)  (19 833 086)
 4 709 336  2 261 569  4 709 336  2 261 569 

Industrial/Commercial
Current (0 - 30 days)  1 680 617  1 385 154  1 680 617  1 385 154 

31 - 60 days  984 159  717 405  984 159  717 405 

61 - 90 days  231 881  166 003  231 881  166 003 

91 - 120 days  308 707  153 193  308 707  153 193 

> 120 days  1 747 954  2 064 899  1 747 954  2 064 899 

 4 953 318  4 486 654  4 953 318  4 486 654 

Less: Provision for debt impairment  (1 302 804)  (1 274 752)  (1 302 804)  (1 274 752)
 3 650 514  3 211 902  3 650 514  3 211 902 

National and Provincial government
Current (0 - 30 days)  1 650 691  1 130 608  1 650 691  1 130 608 

31 - 60 days  1 014 179  708 697  1 014 179  708 697 

61 - 90 days  94 330  682 395  94 330  682 395 

91 - 120 days  266 635  592 806  266 635  592 806 

> 120 days  1 472 576  1 640 881  1 472 576  1 640 881 
 4 498 411  4 755 387  4 498 411  4 755 387 

Total
Current (0 - 30 days)  6 847 051  6 521 473  6 847 051  6 521 473 

31 - 60 days  3 934 715  2 937 321  3 934 715  2 937 321 

61 - 90 days  1 045 147  1 775 811  1 045 147  1 775 811 

91 - 120 days  1 705 692  1 510 454  1 705 692  1 510 454 

> 120 days  24 602 475  18 591 634  24 602 475  18 591 634 

 38 135 080  31 336 693  38 135 080  31 336 693 

Less: Provision for debt impairment  (25 276 820)  (21 107 838)  (25 276 820)  (21 107 838)
 12 858 260  10 228 855  12 858 260  10 228 855 

Reconciliation of debt impairment provision
Balance at beginning of the year  (21 107 842)  (17 104 095)  (21 107 842)  (17 104 095)

Contributions to provisions  (8 023 573)  (6 436 353)  (8 023 573)  (6 436 353)

Debt impairment written off against provision  3 854 595  2 432 606  3 854 595  2 432 606 
 (25 276 820)  (21 107 842)  (25 276 820)  (21 107 842)

In the determination of the amounts deemed to be doubtful at financial year end, an analysis of each debtor is undertaken.		
						    
The debtors are classified into one of three categories.								      
								      
Category A 	 Regular payers, government accounts, consumers with amounts owing not older than 60 days.			 

										        
Category B	  Irregular payers								      
								      
Category C	  Indigent customers, customers with debts older than 60 days with no payments made within the  last 6 months and 

inactive accounts.								      
								      
The value of the provision is determined for the detailed categories as follows:						    

										        
Category A	  0% of consumer’s total debt								      
Category B	 50% of consumer’s debt less or equal to 180 days						    
	 100% of consumer’s debt > than 180 days							     
Category C	 100% of consumer’s total debt

 22 969 861  15 504 216  22 969 861  15 504 216 
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Group Municipality
2012 2011 2012 2011

R R R R

4.  Accounts receivable from non exchange transactions

Sundry debtors  13 483 190  8 233 954  13 483 190  8 233 954 

Deposits  3 396 102  3 029 710  3 396 102  3 029 710 

Umhlathuze municipality - soccer stadium  8 176 232  3 297 884  8 176 232  3 297 884 
 25 055 524  14 561 548  25 055 524  14 561 548 

5.  Long-term receivables

Staff recoverable bursaries  20 314  30 253  20 314  30 253 

Staff home loans  475 587  512 186  475 587  512 186 

Non - current assets  495 901  542 439  495 901  542 439 

Non - current assets  495 901  542 439  495 901  542 439 

Current portion of long-term receivables  34 821  32 745  34 821  32 745 
 530 722  575 184  530 722  575 184 

Staff home loans

Housing loans were granted to qualifying staff prior to 1 July 2004. These loans attract interest per the fringe benefit interest rate 
as determined by the South African Revenue Services annually. These loans will be repayable in accordance with the home loan 
agreements.

6.  Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand  3 800  3 200  3 800  3 200 

Bank balances  87 552 524  46 971 567  86 713 103  45 355 241 

Call investments deposits  280 000 000  320 000 000  280 000 000  320 000 000 
 367 556 324  366 974 767  366 716 903  365 358 441 

Call Investment deposits portfolio is detailed below:

Financial Institution Maturity Date        Investment 

NEDBANK CALL  20 000 000 

NEDBANK 06/08/2012  10 000 000 

STANDARD 09/07/2012  25 000 000 

STANDARD 17/07/2012  15 000 000 

STANDARD 21/08/2012  10 000 000 

STANDARD 30/08/2012  20 000 000 

STANDARD 10/09/2012  15 000 000 

FIRST NATIONAL BANK 06/07/2012  20 000 000 

FIRST NATIONAL BANK 13/07/2012  10 000 000 

FIRST NATIONAL BANK 27/07/2012  40 000 000 

FIRST NATIONAL BANK 01/08/2012  10 000 000 

FIRST NATIONAL BANK 08/08/2012  25 000 000 

FIRST NATIONAL BANK 04/09/2012  15 000 000 

FIRST NATIONAL BANK 28/09/2012  20 000 000 

INVESTEC 02/07/2012  10 000 000 

INVESTEC 06/07/2012  15 000 000 
280 000 000

An average interest rate of 5.646% (2011 - 5.645%) was received on investments placed for the financial year.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2012 2011 2012 2011

R R R R

The municipality and its entities have the following bank accounts:-

uThungulu District Municipality
Primary Account

- Bank Nedbank - Richards Bay

- Account Number 145 408 8885

- Opening balance R  54 994 081.93

- Closing balance R 112 039 895.09

Other Accounts

- Bank Nedbank - Richards Bay

- Account Number 145 408 8893

- Opening balance R 1 545 345.96

- Closing balance R 1 911 924.45

- Bank Nedbank - Richards Bay

- Account Number 145 408 9016

- Opening balance R              0.00

- Closing balance R              0.00

- Bank Nedbank - Richards Bay

- Account Number 145 408 8907

- Opening balance R      95 905.47

- Closing balance R    103 302.44

- Bank Nedbank - Richards Bay

- Account Number 145 409 4141

- Opening balance R    331 354.90

- Closing balance R    343 938.81

uThungulu Financing Partnership
- Bank Nedbank - Johannesburg

- Account Number 1979373671

- Opening balance R   351 645.00

- Closing balance R   309 259.00

uThungulu House Development Trust
- Bank Nedbank - Johannesburg

- Account Number 1979373663

- Opening balance R1 233 444.00

- Closing balance R   530 162.00

Cash and cash equivalents included in the cash flow statement comprise the following statement of amounts indicating 
financial position:

Consolidated cash book and bank balances as at 30 June 2012
Cash book balance at the beginning of year 46 971 567 23 610 368 45 355 241 22 077 997

Cash book balance at the end of year 87 552 524 46 971 567 86 713 103 45 355 241

Bank statement at the beginning of year  58 551 777  33 748 622  56 966 688  33 748 622 
Bank statement at the end of year  115 238 482  58 551 777  114 399 061  56 966 688 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2012 2011 2012 2011

R R R R

9.  Investments in municipal entities

% Holding
uThungulu Financing Partnership  99  99 

uThungulu House Development Trust  100  100 

Carrying amount
uThungulu Financing Partnership  19 498 698  19 063 401 

uThungulu House Development Trust  5 708 098  6 656 413 
 -    -    25 206 796  25 719 814 

The carrying amounts of municipal entities are shown net of 
impairment losses.

10.  Investment

Held to maturity
ABSA  21 000 000  -    21 000 000  -   

The INCA Zero Coupon of R7 963 350 was purchased by council 
in 2002/2003 to be utilized as a guarantee on the R 21 million 
INCA loan.  Interest of R 2 195 585 in 2010/2011, at 11.35% was 
earned on the investment.  The investment matured on the 
30th of June 2011.  As the investment was taken to settle the 
loan as detailed in note 11, the funds received have been 
re-invested in 2011/2012 for the purpose as stated.  The R21 
million was re-invested on the 15th of July 2011 with ABSA at 
an interest rate of 8.70%.  The maturity date is 30th December 
2015.

Non-current assets
Held to maturity  21 000 000  -    21 000 000  -   

Held to maturity investments impairment provision

The municipality has not reclassified any financial assets from 
cost or amortised cost to fair value, or from fair value to cost or 
amortised cost during the current or prior year.

11.  Long-term liabilities

Held at amortised cost

ABSA Bank 12.6%  42 032 370  43 471 380  42 032 370  43 471 380 

The loan was raised to finance the development of uThungulu 
House building and greater Mthonjaneni Bulk Water Scheme.  
The loan is repayable after a 15 year period.  Interest at 12.6%  
is payable  6 monthly in arrears on the last day of the month.

INCA 13.95%  21 000 000  21 000 000  21 000 000  21 000 000 

The loan was raised to finance the purchase and development 
of the regional solid waste site.  The loan is repayable after a 
15 year period.  Interest at 13.95% is paid 6 monthly in arrears 
on the last day of the month.  The final payment of R21 million 
is due December 2015.  The investment matured on the 30th of 
June 2011 and has been re-invested in the 11/12 financial year 
in order to repay this loan.

INCA 11.95%  26 314 518  27 423 160  26 314 518  27 423 160 

The loan was raised to finance extensions to uThungulu House 
and the development of the solid waste site cell 2.  The loan is 
repayable after a 15 year period.  Interest at 11.95% is payable 
6 monthly in arrears on the last day of the month.
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Long term liabilities (continued)

Obligation under Finance Headlease  24 564 331  24 296 048 

The finance headlease payments represent payments by the 
municipality for a headlease property in which the municipality 
has a controlling interest at the end of the lease through 
uThungulu Financing Partnership and consist of a lease over 
Portion 2 of ERF  10033 Richards Bay, 2 Haiti, Central Business 
District, known as uThungulu House. The original lease period 
expires on 31 October 2017, ownership of the property will 
vest with uThungulu on the termination of the lease.  The yield 
to maturity on the lease is 23.18% and is paid 6 monthly in 
advance on the last day of the month. Refer to note 7.

 89 346 888  91 894 540  113 911 219  116 190 588 

Details of the repayment term of the obligations and the 
related interest rates are set out in Appendix A.

Non-current liabilities
At amortised cost  85 611 710  89 346 888  104 584 204  108 739 410 

Current liabilities
At amortised cost  3 735 178  2 547 652  9 327 015  7 451 178 

 89 346 888  91 894 540  113 911 219  116 190 588 

Obligations under finance lease
- within one year 6 432 326 5 642 391

- in the second to the fifth year inclusive 36 086 017 31 654 401

- later than five years 5 787 334 16 651 276

48 305 677  53 948 068 

Less future finance charges  (23 741 345)  (29 652 020)

24 564 332 24 296 048

Present value of minimum lease payments

- within one year 5 591 838 4 903 526

- in the second to the fifth year inclusive 15 478 302 15 193 295

- later than five years 3 494 192 4 199 227

24 564 332 24 296 048

12.  Payables from exchange transactions

Trade payables  101 651 286  94 317 299  101 651 286  94 317 299 

Amounts received in advance  2 555 164  1 598 200  2 555 164  1 598 200 

Other payables - retentions  15 888 281  14 688 482  15 888 281  14 688 482 

Accrued leave pay  5 375 012  5 621 328  5 375 012  5 621 328 

Other accrued expenses  4 569  86 931  4 569  86 931 

Other payables  7 382  37 802  7 382  37 802 
 125 481 694  116 350 042  125 481 694  116 350 042 

The comparitive figure for trade payables from exchange transactions has been re-stated - refer to note 37

13.  Consumer deposits

Water  8 229 262  7 244 363  8 229 262  7 244 363 

In terms of Council's by-laws no interest is raised or paid on consumer deposits.
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14.  Defined benefit obligations

Post-Employment Health Care Benefit Liability  10 584 545  9 863 739  10 584 545  9 863 739 

Long Service Awards  3 596 390  3 561 002  3 596 390  3 561 002 

Total amount of liability for the post retirement benefit provisions  14 180 935  13 424 741  14 180 935  13 424 741 

 (757 672)  (674 258)  (757 672)  (674 258)
Less: Current portion of post-employment health care benefit 
liability  (62 340)  (55 656)  (62 340)  (55 656)

Less: Current portion of long service awards  (695 332)  (618 602)  (695 332)  (618 602)

Net provision for post retirement benefit liability  13 423 263  12 750 483  13 423 263  12 750 483 

14.1  Post-employment Health Care Benefit Liability

Post-Employment Health Care Benefit Liability  10 584 545  9 863 739  10 584 545  9 863 739 

Total: Post Retirement Medical Aid Benefit Liability  10 584 545  9 863 739  10 584 545  9 863 739 
Less: Transfer to current provisions  (62 340)  (55 656)  (62 340)  (55 656)

Net Post-Employment Health Care Benefit Liability  10 522 205  9 808 083  10 522 205  9 808 083 

The Municipality provides certain post retirement medical benefits by funding the medical aid contributions of certain retired 
members of the Municipality. According to the rules of the medical aid funds, with which the municipality is associated, a member 
(who is on the current condition of service), on retirement, is entitled to remain a continued member of such medical aid fund, in 
which case the municipality is liable for a certain portion of the medical aid membership fee.

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation were carried 
out as at  30 June 2012 by ARCH Actuarial Consulting, a member of the Actuarial Society of South Africa.  The present value of the 
defined benefit obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit 
Method. No other post retirement benefits are provided by the municipality.

The Post Employment Health Care Benefit Plan is a defined benefit plan, of which the members are made up as follows:

In-service members (Employees)  149  153  149  153 

In-service non-members  40  40  40  40 

Continuation members (Retirees, widowers and orphans)  2  2  2  2 
 191  195  191  195 

The liability in respect of past services has been estimated to be 
as follows:

In-service members  9 594 496  8 959 630  9 594 496  8 959 630 

Continuation members  990 049  904 109  990 049  904 109 
 10 584 545  9 863 739  10 584 545  9 863 739 

The municipality makes monthly contributions for health care 
arrangements to the following medical aid schemes:

- Bonitas

- Key Health

- LA Health

- Hosmed

- Samwumed
The future service cost for the ensuing year is established to 
be R 1 063 967, whereas the interest-cost for the next year is 
estimated to be R 887 391 (2011: R 1 111 284 and R 870 570 
respectively).

The principal assumptions used for the purposes of the 
actuarial valuations were as follows:
Rate of interest
Discount rate 8,41% 8,85% 8,41% 8,85%

Health care cost inflation rate 7,08% 7,38% 7,08% 7,38%

Net effective discount rate 1,24% 1,37% 1,24% 1,37%

Benchmark inflation (=75% of salary inflation) 4,75% - 4,75% -

Expected retirement age - females  58  58 58 58

Expected retirement age - males  63 63 63 63
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14.  Defined benefit obligations (continued)

The amount recognised in the Statement of Financial 
Position are as follows:

Present value of fund obligations  10 584 545  9 863 739  10 584 545  9 863 739 
 10 584 545  9 863 739  10 584 545  9 863 739 

Present value of unfunded obligations  10 584 545  9 863 739  10 584 545  9 863 739 

Benefit Liability  10 584 545  9 863 739  10 584 545  9 863 739 

The amount recognised in the Statement of Financial 
Performance are as follow:

Current service cost  1 111 284  812 181  1 111 284  812 181 

Interest cost  870 570  677 055  870 570  677 055 

  (1 205 392)  1 023 508  (1 205 392)  1 023 508 

Total included in employee related cost  776 462  2 512 744  776 462  2 512 744 

The movement in the defined benefit obligation over the year 
is as follows:

Balance at the beginning of the year  9 863 739  7 399 379  9 863 739  7 399 379 

-  Current service cost  1 111 284  812 181  1 111 284  812 181 

-  Interest cost  870 570  677 055  870 570  677 055 

-  Benefits paid  (55 656)  (48 384)  (55 656)  (48 384)

-  Actuarial (gain)/losses on the obligation  (1 205 392)  1 023 508  (1 205 392)  1 023 508 

Balance at the end of the year  10 584 545  9 863 739  10 584 545  9 863 739 

The effect of a 1% movement in the assumed rate of health 
care cost inflation is as follows:

Increase
Effect on the aggregate current service and interest cost  439 000  242 300  439 000  242 300 

Effect on the defined benefit obligation  1 552 000  2 076 000  1 552 000  2 076 000 

Decrease
Effect on the aggregate current service and interest cost  (344 500)  (215 400)  (344 500)  (215 400)

Effect on the defined benefit obligation  (1 352 000)  (1 646 000)  (1 352 000)  (1 646 000)

Defined benefit obligation  10 584 545  9 863 739  10 584 545  9 863 739 

The municipality expects to make a contribution of R 62 340, 
(2012: R 55 656) to the defined benefit plans during the next 
financial year.
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14.  Defined benefit obligations (continued)

14.2 Long Service Awards

Provision for Long Service Awards  3 596 390  3 561 001  3 596 390  3 561 001 

Total provision for Long Service Awards  3 596 390  3 561 001  3 596 390  3 561 001 
Less: Transfer to current provisions  (695 332)  (618 602)  (695 332)  (618 602)

Net Long Service Awards Liability  2 901 058  2 942 399  2 901 058  2 942 399 

A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the 
Municipality (which includes their uninterrupted service with the former local authorities amalgamated in December 2000).  The 
said award comprises a certain number of vacation leave days which, in accordance with  the option exercised by the beneficiary 
employee, can be converted into a cash amount based on his/her basic salary applicable at the time the award becomes due or, 
alternatively, credited to his/her vacation leave accrual.  The provision represents an estimation of the awards to which employees in 
the service of the Municipality at 30 June 2012 may become entitled to in future, based on an actuarial valuation performed at that 
date

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation were carried 
out as at  30 June 2012 by ARCH Actuarial Consulting, a member of the Actuarial Society of South Africa.  The present value of the 
defined benefit obligation, and the related current service cost and past service cost, were measured using the Projected Unit Credit 
Method. No other long service benefits are provided by the municipality.

The future service cost for the ensuing year is established to be R 772 680, whereas the interest-cost for the next year is estimated to be        
R 202 053 (2011: R 859 937 and R 246 604 respectively).

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

Rates of Interest

Discount rate 6,21% 7,57% 6,21% 7,57%

Net effective discount rate 0,23% 1,28% 0,23% 1,28%

Expected rate of salary increase 5,97% 6,21% 5,97% 6,21%

Expected retirement age - females  58  58  58  58 

Expected retirement age - males  63  63  63  63 

The amount recognised in the Statement of Financial 
Position are as follows:

Present value of fund obligations  3 596 390  3 561 001  3 596 390  3 561 001 
 3 596 390  3 561 001  3 596 390  3 561 001 

Present value of unfunded obligations  3 596 390  3 561 001  3 596 390  3 561 001 

Benefit Liability  3 596 390  3 561 001  3 596 390  3 561 001 

The amount recognised in the Statement of Financial 
Performance are as follow:
Current service cost  859 937  490 530  859 937  490 530 

Interest cost  246 604  194 019  246 604  194 019 

Actuarial (gain)/losses  (452 550)  811 319  (452 550)  811 319 

Total included in employee related cost  653 991  1 495 868  653 991  1 495 868 

The movement in the defined benefit obligation over the year 
as follows:

Balance at the beginning of the year  3 561 001  2 195 634  3 561 001  2 195 634 

-  Current service cost  859 937  490 530  859 937  490 530 

-  Interest cost  246 604  194 019  246 604  194 019 

-  Benefits paid  (618 602)  (130 501)  (618 602)  (130 501)

-  Actuarial (gain)/losses  (452 550)  811 319  (452 550)  811 319 

Balance at the end of the year  3 596 390  3 561 001  3 596 390  3 561 001 

Defined benefit obligation  3 596 390  3 561 001  3 596 390  3 561 001 

Experience adjustment on plan liabilities  (684 082)  561 882  (684 082)  561 882 
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14.  Defined benefit obligations (continued)

Other assumptions

The effect of a 1% movement in the assumed rate of long service cost inflation is as follows:

Increase
Effect on the aggregate of the service cost and interest cost  47 613  36 184  47 613  36 184 

Effect on the defined benefit obligation  195 000  179 000  195 000  179 000 

Decrease
Effect on the aggregate of the service cost and interest cost  (42 948)  (32 816)  (42 948)  (32 816)

Effect on the defined benefit obligation  (175 000)  (163 000)  (175 000)  (163 000)

Defined benefit obligation  3 596 390  3 561 001  3 596 390  3 561 001 

The municipality expects to make a contibution of R 695 332 (2012: R 618 602) to the denifed benefit plan during the next financial 
year.

Provincially-administered defined benefit obligations

Last Actuarial 
Valuation

Total Assets             
R'000

Total 
Liabilities              

R'000
Net Gain or 

(Loss)           

Government Employees Pension Fund March 2010  801 004 000  801 004 000  -   

KwaZulu-Natal Joint Municipal Provident Fund March 2010  836 448  753 288  83 160 

Natal Joint Municipal Pension Fund (Superannuation) March 2011  5 501 500  6 051 000  (549 500)

Natal Joint Municipal Pension Fund (Retirement) March 2011  2 018 800  2 401 100  (382 300)

Zululand Joint Provident Fund (uThungulu District Municipality 
Provident Fund) February 2009  12 541 836  12 541 836  -   

An amount of R 8 018 765 (2011: R 6 209 920) was contributed 
by Council towards employee retirement funding.  These 
contributions have been expensed. The Zululand Joint 
Provident Fund has received a notice of exemption for further 
valuations per notice number 12/8/37666.

15.  Unspent conditional grants and receipts

Unspent conditional grants and receipts comprises of:

Conditional Grants from spheres of Government and other
Municipal Infrastructure Grant  47 749 291  72 554 169  47 749 291  72 554 169 
Department of Co-operative Governance and Traditional 
Affairs(Previously DTLGA)  10 980 879  12 881 771  10 980 879  12 881 771 

Department of Water Affairs  1 826 455  942 042  1 826 455  942 042 
Department of Co-operative Governance and Traditional 
Affairs  7 861 281  861 867  7 861 281  861 867 

Department of Public Works  3 025 661  1 727 394  3 025 661  1 727 394 

National Treasury  500 942  280 219  500 942  280 219 

Foskor  186  186  186  186 

Provincial Treasury  280 196  1 220 833  280 196  1 220 833 

Department of Sport and Recreation  3 813  3 813  3 813  3 813 

Department of Agriculture  177 708  177 708  177 708  177 708 

Department of Economic Affairs and Tourism  11 842  43 857  11 842  43 857 

Department of Transport  1 591 846  313 770  1 591 846  313 770 

Other   238 865  238 866  238 865  238 866 

 74 248 965  91 246 495  74 248 965  91 246 495 
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16. Provisions

Group

Reconciliation of provision - 2012

 Opening 
Balance  Additions 

 Utilised 
during the 

year 

 Reversed 
during the 

year 
 Total 

Reclamation of refuse landfill site  65 117 292  4 297 741  -    -    69 415 033 

Performance bonus  768 503  751 980  (180 000)  (588 502)  751 981 

Total  65 885 795  5 049 721  (180 000)  (588 502)  70 167 014 

 Reconciliation of provision - 2011 

 Opening 
Balance  Additions 

 Utilised 
during the 

year 

 Reversed 
during the 

year 
 Total 

Reclamation of refuse landfill site  60 914 211  4 203 081  -    -    65 117 292 

Performance bonus  710 363  58 140  -    -    768 503 

Total  61 624 574  4 261 221  -    -    65 885 795 

Municipality 

Reconciliation of provision - 2012 

 Opening 
Balance  Additions 

 Utilised 
during the 

year 

 Reversed 
during the 

year 
 Total 

Reclamation of refuse landfill site  65 117 292  4 297 741  -    -    69 415 033 

Performance bonus  768 503  751 980  (180 000)  (588 502)  751 981 

Total  65 885 795  5 049 721  (180 000)  (588 502)  70 167 014 

Reconciliation of provision - 2011 

 Opening 
Balance  Additions 

 Utilised 
during the 

year 

 Reversed 
during the 

year 
 Total 

Reclamation of refuse landfill site  60 914 211  4 203 081  -    -    65 117 292 

Performance bonus  710 363  58 140  -    -    768 503 

Total  61 624 574  4 261 221  -    -    65 885 795 
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2012 2011 2012 2011

R R R R

16.  Non-current and current provisions (continued)

Non-current liabilities  69 415 033  65 117 292  69 415 033  65 117 292 

Current liabilities  751 981  768 503  751 981  768 503 
 70 167 014  65 885 795  70 167 014  65 885 795 

Performance bonuses are paid after the financial year end in arrears as the assessment of eligible employees had not taken place 
at reporting date.  During the period reported the assessment of the previous Municipal Manager and Executive Director Corporate 
Services had been concluded, however the bonuses have not yet been effected.

In terms of licensing of the landfill refuse site, council will incur rehabilitation costs of R 69.4 million to restore the old Empangeni and 
Cell 1 refuse sites at the end of their useful life, planning estimated to commence in 2013.  Provision has been made at best estimate 
determined by the resident professional engineer at a cost for the current solid waste(Cell 1 & Cell 2) and the old Empangeni Site.

17.  Service charges

Sale of water  35 615 614  30 124 717  35 615 614  30 124 717 

Solid waste revenue  8 444 902  7 239 081  8 444 902  7 239 081 

Sanitation revenue  3 740 115  3 513 026  3 740 115  3 513 026 

Cemetery revenue  216 751  316 110  216 751  316 110 
 48 017 382  41 192 934  48 017 382  41 192 934 

18.  Government grants & subsidies

Levy replacement grant  152 214 492  139 638 170  152 214 492  139 638 170 

Municipal Infrastructure Grant  192 077 315  96 875 753  192 077 315  96 875 753 

Equitable share  146 963 509  120 340 137  146 963 509  120 340 137 
Department of Co-operative Governance and Traditional 
Affairs (Previously DTLGA)  1 900 892  4 383 184  1 900 892  4 383 184 

Department of Water Affairs  34 553 187  18 568 056  34 553 187  18 568 056 

Department of Co-operative Governance and Traditional 
Affairs  1 967 109  3 982 596  1 967 109  3 982 596 

Department of Public Works  1 145 732  769 178  1 145 732  769 178 

National Treasury  1 029 277  854 367  1 029 277  854 367 

Foskor  -    16 929  -    16 929 

Provincial Treasury  940 638  391 477  940 638  391 477 

Department of Agriculture  -    12 000  -    12 000 

Department of Economic Affairs & Tourism  32 015  256 143  32 015  256 143 

Department of Transport  409 924  -    409 924  -   
 533 234 090  386 087 990  533 234 090  386 087 990 

Summary of grants per funder

Levy Replacement Grant

Regional council levies have been discontinued as from 30 June 2006, and the national fiscus has allocated a levy replacement 
grant to the district municipalities.  The levy replacement grant is an interim measure to ensure the financial stability of the district 
municipalities while national government is currently defining the overall fiscus streams to local government

Municipal Infrastructure Grant

Balance unspent at beginning of year  72 554 169  57 219 922  72 554 169  57 219 922 

Current-year receipts  160 933 000  112 210 000  160 933 000  112 210 000 

Conditions met - transferred to revenue  (185 737 878)  (96 875 753)  (185 737 878)  (96 875 753)
 47 749 291  72 554 169  47 749 291  72 554 169 

Conditions still to be met - remain liabilities (see note 15)

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal settlement areas.
No funds have been withheld.

Equitable share

In terms of the Constitution, this grant is unconditional and is used to subsidise the provision of basic services to the community.
These subsidies includes 6 kilolitre free basic water to the entire district with the exception of KZ 282.
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18. Government grants & subsidies (continued)

Department of Co-operative Governance and Traditional Affairs (Previously DTLGA)

Balance unspent at beginning of year  12 881 771 16 491 403  12 881 771 16 491 403 

Current-year receipts  - 329 000    - 329 000   

Conditions met - transferred to revenue  (1 900 892)  (3 938 632)  (1 900 892)  (3 938 632)
 10 980 879  12 881 771  10 980 879  12 881 771 

Conditions still to be met - remain liabilities (see note 15)

These grants are used:

- to build capacity within the district in order to perform functions as per legislature;

- for disaster programmes, fire fighting equipment, water service delivery planning, shared services unit and infrastructure.

Department of Water Affairs

Balance unspent at beginning of year  942 042  1 114 478  942 042  1 114 478 

Current-year receipts  35 437 600  18 395 620  35 437 600  18 395 620 

Conditions met - transferred to revenue  (34 553 187)  (18 568 056)  (34 553 187)  (18 568 056)
 1 826 455  942 042  1 826 455  942 042 

Conditions still to be met - remain liabilities (see note 15)

These grants are used for:

- water infrastructure and sanitation projects; 

- drought relief and disaster relief programmes

Department of Co-operative Governance and Traditional Affairs

Balance unspent at beginning of year  861 867  225 986  861 867  225 986 

Current-year receipts  8 966 523  3 278 000  8 966 523  3 278 000 

Conditions met - transferred to revenue  (1 967 109)  (2 642 119)  (1 967 109)  (2 642 119)
 7 861 281  861 867  7 861 281  861 867 

Conditions still to be met - remain liabilities (see note 15)

The Department of Co-operative Governance and Traditional Affairs grants are used to build capacity within the district in order to 
perform functions as per legislature.

Department of Public Works

Balance unspent at beginning of year  1 595 272  616 950  1 595 272  616 950 

Current-year receipts  2 444 000  1 747 500  2 444 000  1 747 500 

Conditions met - transferred to revenue  (1 145 732)  (769 178)  (1 145 732)  (769 178)

Other - CPWP  132 121  -    132 121  -   
 3 025 661  1 595 272  3 025 661  1 595 272 

Conditions still to be met - remain liabilities (see note 15)

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal settlement areas. No funds have 
been withheld.

National Treasury

Balance unspent at beginning of year  280 219  134 586  280 219  134 586 

Current-year receipts  1 250 000  1 000 000  1 250 000  1 000 000 

Conditions met - transferred to revenue  (1 029 277)  (854 367)  (1 029 277)  (854 367)
 500 942  280 219  500 942  280 219 

Conditions still to be met - remain liabilities (see note 15)
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18. Government grants & subsidies (continued)

National treasury other grants are used for:
- to promote and support reforms to municipal financial management and the implementation  of the Municipal Finance 
Management Act (Act no. 56 of 2003).

FOSKOR

Balance unspent at beginning of year  186  17 115  186  17 115 

Conditions met - transferred to revenue  -    (16 929)  -    (16 929)
 186  186  186  186 

Conditions still to be met - remain liabilities (see note 15)

The grant received from Foskor is to partner with the district municipality in the fight against HIV and Aids. 

Provincial Treasury

Balance unspent at beginning of year  1 220 833  1 028 241  1 220 833  1 028 241 

Current-year receipts  -    584 069  -    584 069 

Conditions met - transferred to revenue  (940 637)  (391 477)  (940 637)  (391 477)
 280 196  1 220 833  280 196  1 220 833 

Conditions still to be met - remain liabilities (see note 15)

The grant received from Provincial Treasury is used for the upliftment of the districts communities through various programmes. 

Department of Sport & Recreation 

Balance unspent at beginning of year  3 813  3 813  3 813  3 813 

Conditions still to be met - remain liabilities (see note 15)

The grant received from the Department of Sport and Recreation is used to construct sporting infrastructure in the district. This grant 
also included funding for the 2010 sports stadium that has been constructed by the municipality. The grant is spent in accordance 
with the approved business plan. No funds have been withheld.

Department of Transport

Balance unspent at beginning of year  313 770  313 770  313 770  313 770 

Current-year receipts  1 688 000  -    1 688 000  -   

Conditions met - transferred to revenue  (409 924)  -    (409 924)  -   
 1 591 846  313 770  1 591 846  313 770 

Conditions still to be met - remain liabilities (see note 15)

The Department of Transport grant is used for the development 
of the public transport plan.

Department of Economic Affairs and Tourism

Balance unspent at beginning of year  43 857  300 000  43 857  300 000 

Conditions met - transferred to revenue  (32 015)  (256 143)  (32 015)  (256 143)
 11 842  43 857  11 842  43 857 

Conditions still to be met - remain liabilities (see note 15)

The grant received from the Department of Economic Affairs and Tourism is for the development and promotion of  the districts local 
economy and tourism.
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18. Government grants & subsidies (continued)

Department of Agriculture

Balance unspent at beginning of year  177 708  189 708  177 708  189 708 

Conditions met - transferred to revenue  -    (12 000)  -    (12 000)
 177 708  177 708  177 708  177 708 

Conditions still to be met - remain liabilities (see note 15)

The grant received from the Department of Agriculture is for the development of a district agricultural plan. 

19. Other Income

Sundry Income  1 696 247  6 365 883  1 696 247  6 365 883 

Income from the uThungulu House Development Trust  2 896 275  2 951 534 

Income from the uThungulu Financing Partnership  3 060 734  2 853 557 

Tender deposits  265 966  320 617  265 966  320 617 

SETA refund  454 212  190 021  454 212  190 021 

Insurance claim proceeds  228 408  123 617  228 408  123 617 

Lease income  99 885  90 805  99 885  90 805 

Other income  1 012  929  1 012  929 
 2 745 730  7 091 872  8 702 739  12 896 963 

20.  Interest Received

Interest revenue
Outstanding debtors  39 573  55 700  39 573  55 700 

External investments  27 048 178  24 241 116  26 998 106  24 149 787 
 27 087 751  24 296 816  27 037 679  24 205 487 

21.  Employee related costs

Employee related costs - Salaries and wages  55 131 305  53 701 327  55 131 305  53 701 327 
Employee related costs - Contributions for UIF, pensions & 
medical aid  11 672 551  11 190 484  11 672 551  11 190 484 

Travel and other allowances  6 235 526  6 806 906  6 235 526  6 806 906 

Overtime and relief payments  11 602 892  8 145 272  11 602 892  8 145 272 

Housing benefits and allowances  2 686 516  2 949 080  2 686 516  2 949 080 

Post Retirement Obligation: Post-employment health care 
benefit  268 256  2 464 360  268 256  2 464 360 

Post Retirement Obligation: Long Service Awards  487 939  1 365 367  487 939  1 365 367 
 88 084 985  86 622 796  88 084 985  86 622 796 

Included in employee related costs above are the following 
salaries, allowances and benefits:

Remuneration of Municipal Manager
Annual Remuneration  366 069  863 736  366 069  863 736 

Car Allowance  84 197  343 415  84 197  343 415 

Performance Bonuses  -    142 582  -    142 582 

Contributions to UIF,SDL and other  16 495  11 625  16 495  11 625 

Dispute settlement  1 210 867  -    1 210 867  -   
 1 677 628  1 361 358  1 677 628  1 361 358 

Remuneration of Deputy Municipal Manager
Annual Remuneration  827 077  803 594  827 077  803 594 

Car Allowance  352 503  352 280  352 503  352 280 

Performance Bonuses  146 939  135 453  146 939  135 453 

Contributions to UIF,SDL and other  14 164  12 599  14 164  12 599 

Acting allowance  19 276  -    19 276 
 1 359 959  1 303 926  1 359 959  1 303 926 
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21.  Employee related costs (continued)

Remuneration of Executive Director Technical Services
Annual Remuneration  683 880  783 090  683 880  783 090 

Car Allowance  166 099  157 056  166 099  157 056 

Performance Bonuses  -    125 316  -    125 316 

Contributions to UIF,SDL,pension & medical aid  201 759  10 158  201 759  10 158 

Annual Bonus  33 231  -    33 231  - 
 1 084 969  1 075 620  1 084 969  1 075 620 

Remuneration of Executive Director Corporate Services
Annual Remuneration  347 877  792 387  347 877  792 387 

Car Allowance  54 911  219 645  54 911  219 645 

Performance Bonuses  -    128 324  -    128 324 

Contributions to UIF,SDL and other  17 839  10 831  17 839  10 831 

Dispute settlement  1 362 226  -    1 362 226  -   
 1 782 853  1 151 187  1 782 853  1 151 187 

Remuneration of Chief Financial Officer
Annual Remuneration  727 064  1 007 297  727 064  1 007 297 

Car Allowance  219 645  130 731  219 645  130 731 

Performance Bonuses  33 062  128 324  33 062  128 324 

Contributions to UIF,SDL and other  11 682  12 939  11 682  12 939 

Acting allowance  115 272  -    115 272  -   
 1 106 725  1 279 291  1 106 725  1 279 291 

22.  Remuneration of councillors
Mayor  690 437  425 708  690 437  425 708 

Deputy Mayor  555 958  439 219  555 958  439 219 

Speaker  559 271  439 219  559 271  439 219 

Chief Whip  276 049  -    276 049  -   

Executive Committee  1 928 176  2 030 537  1 928 176  2 030 537 

Councillors  3 220 164  1 737 760  3 220 164  1 737 760 

Councillors' pension contribution  639 666  419 407  639 666  419 407 
 7 869 721  5 491 850  7 869 721  5 491 850 

In-kind benefits

The  Mayor, Deputy Mayor, Speaker, Chief Whip and Executive Committee Members are full-time. Each is provided with an office and 
secretarial support at the cost of the Council which is included with other expenditure in the Statement of Financial Performance. The 
Mayor has the use of a Council owned vehicle together with a driver for official duties and security.

23.  Depreciation, amortisation & impairment

Property, plant and equipment and amortisation  36 542 829  40 060 828  36 542 829  40 060 828 

The comparative figures have been restated - refer to note 37.

24.  Finance costs

Interest paid - long term liabilities  5 962 760  6 956 310  11 900 614  12 698 920 

25.  Bulk purchases

Electricity for operations  13 193 969  11 176 533  13 193 969  11 176 533 

Water  16 010 394  13 293 853  16 010 394  13 293 853 
 29 204 363  24 470 386  29 204 363  24 470 386 
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26.  Grants and subsidies paid

KZ 282 Umhlathuze Municipality  3 257 027  1 266 558  3 257 027  1 266 558 

KZ 283 Ntambanana Municipality  5 452 000  3 912 999  5 452 000  3 912 999 

KZ 284 Umlalazi Municipality  535 407  851 616  535 407  851 616 
 9 244 434      6 031 173      9 244 434      6 031 173 

27.  General expenses

Advertisements  297 127  803 842  297 127  803 842 

Chemicals  2 286 384  1 918 442  2 286 384  1 918 442 

External audit fees  2 246 605  2 024 359  2 246 605  2 024 359 

Fuel and oil  2 790 077  2 415 905  2 790 077  2 415 905 

IDP operational externally funded projects  45 781 146  20 107 166  45 781 146  20 107 166 

IDP operational internal funded projects  44 890 691  49 246 657  44 890 691  49 246 657 

Insurance  1 673 072  1 307 993  1 673 072  1 307 993 

Landfill site reclamation  4 297 741  4 203 081  4 297 741  4 203 081 

Other expenses  9 317 346  6 040 154  9 317 346  6 040 129 

Publicity  752 808  873 246  752 808  873 246 

Rent - Plant and vehicles  3 218 566  3 606 332  3 218 566  3 606 332 

Subsistence & travelling  895 744  833 226  895 744  833 226 

Telephone  1 353 235  1 318 253  1 353 235  1 318 253 
 119 800 542  94 698 656  119 800 542  94 698 631 

28.  Cash generated from operations

Surplus before outside partners interest adjustment  208 035 456  93 676 692  208 004 539  93 647 869 

Adjustments for:
Depreciation and amortisation  36 542 829  40 060 828  36 542 829  40 060 828 

(Surplus)/Loss on sale of property, plant and equipment  419 223  (601 377)  419 223  (601 377)

Debt impairment  8 023 573  6 436 353  8 023 573  6 436 353 

Movement in retirement benefits assets and liabilities  756 194  3 829 727  756 194  3 829 727 

Movement in provisions  4 281 219  4 261 221  4 281 219  4 261 221 

Change in accounting estimates  (275 239)  (413 393)  (275 239)  (413 390)

Distribution by partnership  (26 521)  (23 127)

Changes in working capital:
Inventories  946 807  1 334 136  946 807  1 334 136 

Other debtors  (10 493 976)  (1 342 040)  (10 493 976)  (1 342 040)

Consumer debtors  (10 652 978)  (2 125 444)  (10 652 978)  (2 125 444)

Payables from exchange transactions  9 131 657  44 856 029  9 131 657  44 856 029 

VAT  (4 836 240)  (925 657)  (4 836 240)  (925 657)

Unspent conditional grants and receipts  (16 997 530)  13 219 536  (16 997 530)  13 219 536 

Consumer deposits  984 899  1 001 761  984 899  1 001 761 

Stale cheque's  -    (1 064 297)  -    (1 064 297)

Other non-cash items: Accruals  (12 948 047)  (7 872 041)  (12 948 047)  (7 872 041)
 212 891 326  194 308 907  212 886 930  194 303 214 

29.  Commitments

Authorised capital expenditure

Approved and contracted for
-  Infrastructure  176 330 686  133 241 563  176 330 686  133 241 563 

This expenditure will be financed from:
-  Government grants  174 570 924  127 104 914  174 570 924  127 104 914 

-  Own Resources  1 759 762  6 136 649  1 759 762  6 136 649 
 176 330 686  133 241 563  176 330 686  133 241 563 

The outstanding commitments relate to capital projects and other assets that have been committed by order, by the Bid Adjudication 
Committee and Executive Committee prior to 30 June 2012. The majority of the capital projects include water infrastructure. 
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30.  Operating leases - as lessee (expense)

Minimum lease payments due

 - within one year  2 879 744  2 871 985  2 879 744  2 871 985 

 - in second to fifth year inclusive  485 596  3 357 740  485 596  3 357 740 
 3 365 340  6 229 725  3 365 340  6 229 725 

Operating lease payments represent payments for the leasing of vehicles by the group and municipality.  Lease contracts are 
entered into for a three year period and the lease payments are fixed for the lease period with no escalation.  New lease agreements 
were entered into by the group and municipality in the 2010/2011 financial year and an amount of R2 973 415 has been recognised in 
the Statement of Financial Performance.

31. Deviation from supply chain management regulations

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management policy must 
provide for the procurement of goods and services by way of a competitive bidding process.

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in certain 
circumstances, provided that he records the reasons for any deviations and reports the said deviations to the next meeting of Council 
and includes a note to the consolidated annual financial statements. All deviations are reported to Council on a quarterly basis with a 
detailed schedule and reasons thereto.

The deviations greater than R200 000 are listed individually below for the period ending 30 June 2012.

Project Description

Catering for athletes attending camp for Salga Games  215 848  215 848 
Hire of marquees, accessories, decor and furniture for the 
Kwabulowayo event  374 758  374 758 

Hire of additional plant for landfill site operations  1 161 179  1 161 179 

Professional engineering services at Eshowe water works  2 901 524  2 901 524 

Asset management support  1 147 136  1 147 136 

 5 800 445  5 800 445 

Various deviations less than R200 000  8 341 801  8 341 801 
 14 142 246  14 142 246 

32. Awards to close family members of persons in the services of the state

The Municipal Finance Management Act (Act no. 56 of 2003); Municipal Supply Chain Management Regulations paragraph 45 states 
that the particulars of any award more than R 2 000 made to a person who is a spouse, child or parent of a person in the service 
of the state, or has been in the service of the state in the previous twelve(12) months must be disclosed as a note in the financial 
statements.

The details are listed below for the period ending 30 June 2012:

Name of person T. Jordan

Capacity
Deputy Manager: Development Administration (uMhlathuze 
Municipality)

Service Provider Audio computer world

Number transactions 44

Total amount R789 903 

Name of person N.Naidoo

Capacity Councillor

Number transactions 1

Total amount R180 000 

The latter transaction pertains to a disposal of an asset approved by Council and which was thereafter dealt with via a public 
auction.
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33.  Additional disclosure in terms of the Municipal Finance Management Act

Contributions to organised local government
Opening balance  (674 157)  -    (674 157)  -   

Current year membership fee  674 157  612 870  674 157  612 870 

Amount paid - current year  -    (1 287 027)  -    (1 287 027)
 -    (674 157)  -    (674 157)

Audit fees
Current year fee  2 246 605  2 024 359  2 246 605  2 024 359 

Amount paid - current year  (291 362)  (179 140)  (291 362)  (179 140)

Amount paid - previous year  (1 955 243)  (1 845 219)  (1 955 243)  (1 845 219)
 -    -    -    -   

PAYE and UIF
Current year subscription / fee  14 242 854  12 654 622  14 242 854  12 654 622 

Amount paid - current year  (14 242 854)  (12 654 622)  (14 242 854)  (12 654 622)
 -       -       -    -   

Pension and Medical Aid Deductions

Current year subscription / fee  10 452 681  9 850 535  10 452 681  9 850 535 

Amount paid - current year  (10 452 681)  (9 850 535)  (10 452 681)  (9 850 535)
 -       -       -       -   

VAT
VAT receivable  10 111 601  5 275 361  10 111 601  5 275 361 

All VAT returns have been submitted by the due date throughout the year.

34.  Contingencies

Future legal fees
1.  Ex-employee 1 - legal action pending  600 000  600 000  600 000  600 000 

2.  Contractor 1 - legal matter pending  140 000  140 000  140 000  140 000 

3.  Consulting Engineers 2 - legal matter pending  140 000  140 000  140 000  140 000 

4.  Contractor 2 - legal matter pending  100 000  100 000  100 000  100 000 

5.  Service provider - legal action pending  40 000  40 000  40 000  40 000 

6.  Ex-employee 2 - legal action pending  -    140 000  -    140 000 

7. Employee 3 - a case of theft of money  42 561  42 561  42 561  42 561 

8.  Labour Court Judgement - Task pay scales  2 500 000  -    2 500 000  -   

9.  Employee 4 - a case of alledged theft of money  8 170  -    8 170  -   
 3 570 731  1 202 561  3 570 731  1 202 561 

1.	 The municipality has taken legal action against an ex-employee that made an illegal investment. The matter is being dealt with 
by the    high court. The appointed legal team has commenced with pre-trial preparations with the appointed advocate.  New 
trial dates are pending.

2.	 This is a contractor’s liability claim by the municipality against a contractor for non performance and is a high court claim.  The 
legal team appointed on the matter are awaiting trial dates to be set down on the roll.

3.	 This matter refers to a dispute with a consulting engineering firm and relates to the consultant increasing the scope of work of a          
project without obtaining prior approval from the municipality. The matter is a high court claim.

4.	 The municipality has legal action against a contractor for non performance and relates to the claim referred to in point 3 
above.    The matter is with the high court.

5.	 This is a high court claim that has been lodged against a service provider.

6.	 This matter has been finalised in October 2010 and the claim has been settled.

7.	 This matter refers to a case of theft of money by an employee. A criminal case has being opened at the SAPS and attempts are 
being made to recover the monies, furthermore disciplinary action was taken and the said employee was subsequently found 
guilty and dismissed.

8.	 The matter refers to a judgement handed down by the Labour Court of South Africa (Case no. J1255/2010) wherein the 
municipalities have been ordered to effect a 8.48% salary adjustment in the Job evaluation wage curve.  The matter has been 
taken on appeal by SALGA and is considered sub-judicae.

9.	 This matter refers to a case of theft of money by an employee.  A criminal case has been opened at SAPS and the employee 
has been dismissed through the disciplinary processess.
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Group Municipality
2012 2011 2012 2011

R R R R

35.  Related parties

Relationships

Municipal entities The uThungulu Financing Partnership

uThungulu House Development Trust

Related Party Balances

Investment in municipal entities

The uThungulu Financing Partnership  19 498 698  19 063 401 

uThungulu House Development Trust  5 708 098  6 656 413 

Income received from related parties

The uThungulu Financing Partnership  3 060 734  2 853 557 

uThungulu House Development Trust  2 896 275  2 951 534 

Balances outstanding from related parties

The uThungulu Financing Partnership  24 564 331  24 296 048 

% interest in municipal entities

The uThungulu Financing Partnership  99  99 

uThungulu House Development Trust  100  100 

Related parties transactions

Sub-lease payments

The uThungulu Financing Partnership  5 642 391  4 949 464 

The uThungulu Financing Partnership is a partnership between uThungulu District Municipality, NIB9810 trust and Nedcor.  uThungulu 
District Municipality as at 30 April 2008 holds 99% and Nedcor and NIB9810 holds the balance of 1%.  The uThungulu Financing 
Partnership was formed to facilitate the purchase of uThungulu House in order to provide offices for uThungulu District Municipality.  
In order to finance the purchase of uThungulu House, the partnership entered into a loan agreement with Nedcor.  In terms of the 
sub-lease agreement, uThungulu District Municipality is obliged to make bi-annual sub payments to the partnership to reimburse 
uThungulu Financing Partnership for loan repayments made to Nedcor.  The loan is payable over 20 year period (starting in 1998 and 
ending in 2017).

uThungulu House Development trust leases immovable property to the uThungulu Financing Partnership, in terms of a financing lease.  
The original lease period expires on the 31 October 2017.

Both of the above mentioned entities are incorporated in South Africa.

Key Management Compensation

Key management includes Section 56 managers, Section 57 managers and councillors. The compensation paid or payable to key 
management for employee services and councillors 'allowances is shown in notes 21 and 22.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2012 2011 2012 2011

R R R R

37.  Prior year adjustments

The consolidated annual financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice and the aggregate affect of the prior year adjustments in the consolidated annual financial statements for the 
year ended 30 June 2012 is as follows -

Property, Plant and Equipment and Stale Cheque reversals:

Accumulated Surplus as at the 1st of July 2010 as previously reported -  803 235 002  803 235 002 

Adjustment: 
Prior year adjustment - Assets

Depreciation written back on fully depreciated assets still in use  9 904 467  9 904 467 

Fair valuation of assets  228 680  228 680 

 813 368 149  813 368 149 

Reversal of stale cheque's - trade payables  (1 064 297)  (1 064 297)

Re-stated 2010/2011 surplus  93 647 869  93 647 869 

Previously reported  changes in accounting policy  (413 390)  (413 390)
 905 538 331  905 538 331 

Movement in Property, Plant and Equipment

Previously reported carrying value  877 933 451  877 933 451 
Adjustment - Depreciation written back & Depreciation for 
10/11  9 158 778  9 158 778 

Re-stated carrying value  887 092 229  887 092 229 

Movement in Depreciation
Previously reported  39 086 453  39 086 453 

Adjustment  974 375  974 375 

Re-stated  40 060 828  40 060 828 

Movement in Net Surplus 

Previously reported as at 30 June 2011  94 622 244  94 622 244 

Adjustments to depreciation  (974 375)  (974 375)

Re-stated surplus  93 647 869  93 647 869 

38. Unauthorised, Fruitless , Wasteful and Irregular expenditure

Unauthorised expenditure - Waste management budget excess 
primarily as a result of provision for landfill rehabilitation  -  1 770 000  -  1 770 000 

The unauthorised expenditure of R1 770 000 for 2010/2011 was approved by Council on the 20th of December 2011 per UDMC:268 
and to the best of our knowledge no known incidences of these expenditures was incurred during the year under review.

39. Risk management

Capital risk management

The municipality's objectives when managing capital are to safeguard the municipalities ability to continue as a going concern in 
order to provide returns and benefits for all stakeholders, while delivering sustainable services and to maintain an optimal capital 
structure to reduce the cost of capital. 

The capital structure of the municipality consists of debt, which includes the long-term liabilities as disclosed in note 11, cash and cash 
equivalents disclosed in note 6, and equity as disclosed in the statement of financial position.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2012 2011 2012 2011

R R R R

37.  Prior year adjustments (continued)

Gearing ratios

The gearing ratio as at 2012 and 2011 restated respectively were as follow;

Total borrowings

Long-term liabilities - refer to note 11  89 346 888     91 894 540     113 911 219     116 190 588 

Less: Cash and cash equivalents - refer to note 6  367 556 324     366 974 767     366 716 903     365 358 441 

Net debt  (278 209 436)  (275 080 227)  (252 805 684)  (249 167 853)

Total equity  1 113 464 590  905 730 891  1 113 267 634  905 538 331 

Total capital  835 255 154  630 650 664  860 461 950  656 370 478 

10,70% 14,57% 13,24% 17,70%

Financial risk management

Financial Risk Management Objectives
Due to the largely non-trading nature of activities and the way in which they are financed, municipalities and are not exposed to the 
degree of financial risk faced by business entities.
The municipality's financial services function monitors and manages the financial risks relating to the operations of the municipality. 
These risks include credit risk and liquidity risk.

Liquidity risk

Liquidity risk refers to the ability of an entity to meet its obligations associated with financial liabilities. The municipality's liquidity risk 
pertains to whether funds are available to cover future commitments. The municipality manages liquidity risk through an ongoing 
review of future commitments and credit obligations. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. The liquidity ratio is outlined below:

Current Assets  421 738 647  404 142 200  420 899 226  402 525 874 

Current Liabilities  213 204 752  218 831 313  218 796 589  223 734 839 

Liquidity ratio 1.98 : 1 1.85 : 1  1.92 : 1  1.80 : 1 

Interest rate risk 

The municipality limits its exposure to interest rate fluctuations by only dealing with well-established financial institutions and opting for 
fixed interest rates rather than variable rates.  

Credit risk

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

Debtors comprise of mainly water and sanitation users, dispersed across different industries and geographical areas. Ongoing 
evaluations are performed on the financial condition of these debtors and have been presented in these financial statements net 
of a provision for impairment. In the case of debtors whose accounts become in arrears, it is endeavoured to collect such accounts 
by " levying of penalty charges", " demand for payment", " restriction of services" and, as a last resort, "handed over for collection", 
whichever procedure is applicable in terms of Councils Credit Control and Debt Collection Policy.

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

Financial instrument

Investments  280 000 000  -    320 000 000  -    280 000 000  -    320 000 000 

Cash and cash equivalents  87 556 324  -    46 974 767  -    86 716 903  -    45 358 441 
Accounts receivable from exchange and non exchange 
transactions  48 025 385  -    30 065 764  -    48 025 385  -    30 065 764 
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2012 2011 2012 2011

R R R R

40.  Going concern

We draw attention to the fact that at 30 June 2012, the group and municipality had accumulated surplus of R 1 113 464 590 and    R 
1 113 267 634 respectively and that the group and municipality's total assets exceed its total liabilities by R 1 113 464 590 and  R 1 113 
267 634.
The consolidated 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, dependant on the receiving of 
equitable share allocations.

41.  Events after reporting date

At the date of submission of the consolidated annual financial statements management is not aware of any adjusting events after 
year end.
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REPORT OF THE AUDIT COMMITTEE FOR THE YEAR ENDED 30 JUNE 2012

PURPOSE

The audit committee serves as an independent body which advises the municipal council, the political office bearers, 
accounting officer and the management staff of the municipality on matters relating to;

•	 Internal financial control and internal audits
•	 Risk management
•	 Accounting policies
•	 Adequacy, reliability and accuracy of financial reporting and information
•	 Effective governance
•	 Compliance with the Municipal Finance Management Act No 56 of 2003, the annual Division of Revenue Act 

and any other applicable legislation
•	 Any issues referred to it by the municipality 

In addition, the committee must review the annual financial statements to provide council of the municipality with 
an authoritative and credible view of the financial position of the municipality, its efficiency and effectiveness and its 
overall level of compliance with applicable municipal legislation.

We present our report for the year ended 30 June 2012.

AUDIT COMMITTEE MEMBERS AND ATTENDANCE

The audit committee has adopted appropriate formal terms of reference as its audit committee charter and consisted 
of three independent, suitably experienced and external members as outlined below;

Member’s Name Qualifications Designation Meeting Attendance

25/08/2011 27/09/2011 14/12/2011 23/01/2012 29/03/2012 31/05/2012

M. Nkopane MBL, BCOM, 
MAP

Chairperson √ √ √ √ √ √

I.Simjee CA(SA) Member √ √ √ √ √ √

H. Oosthuizen CA (SA) Member √ Apology 
received

Resigned

The MPAC Chairperson, Municipal Manager, Deputy Municipal Manager, Chief Financial Officer and Executive 
Directors: Corporate Services, Technical Services, all directors who served in an acting capacity and representatives 
from both external and internal auditors attend the committee meetings.

The vacant committee post has been advertised and is in the process of being filled.

AUDIT COMMITTEE RESPONSIBILITIES

The committee has complied with its responsibilities arising from section 166(2) b of the Municipal Finance 
Management Act No 56 of 2003.

The committee also has complied, as far as possible; with its responsibilities set out in its Council approved terms 
of reference and has discharged its responsibilities contained therein.

EFFICIENCY AND EFFECTIVENESS OF INTERNAL CONTROLS

The municipalities system of internal controls is designed to provide cost effective assurance that assets are 
safeguarded and that liabilities and working capital are effectively managed. In line with the Municipal Finance 
Managements Act and the King 11 and 111 Reports on Corporate Governance requirements, Internal Audit and 
the Auditor Generals report provide the Audit Committee and management with assurance that the internal controls 
of the Municipality are appropriate and effective. This is achieved by means of a risk review process, testing of 
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controls, as well as identification of corrective actions and suggested enhancements to controls and processes. 
From the various reports of the Internal Auditors, the audit report of the annual financial statements, and the 
management letter of the Auditor General, it is noted that no significant material or non compliance with prescribed 
policies and procedures have been reported. Accordingly, the audit committee can report that the system of internal 
controls for the period under review appears efficient and effective.

REVIEW OF ANNUAL FINANCIAL STATEMENTS

The Audit Committee has noted the unqualified opinion expressed by the Auditor-General in his report on the 
Annual Financial Statements and commends management with regard to the preparation and presentation of these 
financial statements for the year under review

The audit committee has also;
•	 Reviewed and discussed the audited Annual Financial Statements, to be included in the annual report, with the 

Auditor General, management and the accounting officer;
•	 Reviewed the Auditor Generals management letter and management responses therto;
•	 Reviewed changes in accounting policies and practices;
•	 Reviewed significant adjustments resulting from the audit and
•	 Concluded that the going concern premise is appropriate in preparing the Annual Financial Statements.

RISK ASSESSMENT AND MANAGEMENT

The Committee has been encouraged by efforts and commitment of management in putting in place effective 
strategies which are based on annual risk assessment reviews. This management responsibility will continue to be 
monitored on an ongoing basis by the Committee.

Performance Management

The Committee has taken note of the findings of the Auditor-General on performance information during the year 
under review. The issue of compliance with all regulatory requirements on performance information and management 
actions in addressing these matters will be monitored closely by the Committee. The committee shall further commit 
to guiding the management in developing effective structures and mechanisms to mitigate a future reoccurrence of 
the issues as noted by the office of the Auditor General.  

CONCLUSION

The audit committee concurred with and accepted the Auditor General’s conclusions on the Annual Financial 
Statements for the year ended 30 June 2012 and recommends that the audited Annual Financial Statements be 
adopted by the Council of this Municipality.

I would like to take this opportunity to thank the previous Chair of the Committee, Mr H. Oosthuizen for his dedication 
in fulfilling his responsibilities as well as the current member for his support.  Furthermore, I would like to thank 
Council for their support through the year.

--------------------------------------
M. Nkopane
Chairperson

November 2012
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OVERSIGHT REPORT 2011/2012

1.	 INTRODUCTION	

1.1	 Section 129(1) of the Municipal Finance Management Act, Act 56 of 2003 requires the Council of a 
municipality to consider the Annual Report by not later than two months after the annual report was 
tabled in Council.

1.2	 Council is further required to adopt an Oversight Report containing Council’s comment on the Annual 
Report.

1.3	 The Consolidated Annual Financial Statements for 2011/2012 were submitted to the Auditor-General 
on 28 September 2012 for auditing in compliance with Section 126 (1) (a) of the MFMA and served at 
the Audit Committee and the Municipal Public Accounts Committee (MPAC) on 25 September 2012. 

1.4	 The Consolidated Annual Financial Statements for 2011/2012 also served at Exco and Council on 26 
September 2012 and 10 October 2012 (UDMC:662) respectively.

1.5	 The unqualified Audit Report for the 2011/2012 financial year was officially received on the 03 December 
2012, reporting that the District Municipality had received an unqualified Audit Report and the opinion is 
as follows :

	 “In my opinion, the financial statements 	 present fairly, in all material respects, the financial position 
of the uThungulu District Municipality as at 30 June 2012, and its financial performance and cash flows 
for the year then ended in accordance with SA Standards of GRAP and the requirements of the MFMA 
and DORA.”

1.6	 Council deliberated on the Annual Report and the audited Consolidated Annual Financial Statements 
on 06 December 2012 and made recommendations and comments which have been effected in the 
tabled final draft annual report. 

2.	 MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC)

The following members serve on the MPAC (Municipal Public Accounts Committee) and have been tasked to 
finalise the Oversight Report and present it to Council.

Cllr N Naidoo (Chair) Cllr M Mnqayi Cllr N Mthalane Cllr D Mfusi

Cllr IJ Naidoo Cllr TA Ntuli Cllr N Mlaba Cllr LW Fourie

3.	 2011/2012 ANNUAL REPORT

3.1	 The community was advised through the print media on 14 December 2012 that uThungulu District 
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Municipality’s Annual Report, inclusive of its Consolidated Annual Financial Statements for the year 
ended 30 June 2012, was open for inspection during normal office hours for a period of 14 days from 
publication.

3.2	 The 2011/2012 Annual Report was approved by Council on 06 December 2012.

3.3. 	 The MPAC noted that the draft unqualified Audit Report for the financial year ending 30 June 2012 was 
tabled at a joint meeting between the Office of Auditor General, the Speaker, Members of the Executive 
Committee, MPAC Chairperson, and members from management,  held on the 12th November 2012, 
where the draft management letter was presented and discussed. 

3.4. 	 Subsequent to this meeting, a meeting was held with the Honourable Mayor, Auditor-General and 
management to further discuss the draft report.

3.5. 	 On the 03 December 2012, the Office of the Auditor General at a hand over ceremony in Pietermaritzburg 
presented the 2011/12 Unqualified Audit Report.

3.6 	 The following matters on performance management were highlighted in the audit report as additional 
matters. These matters did not have an impact on the predetermined objectives and audit findings 
reported on as outlined in point 15 of the audit report as follows:

3.6.1 	 Of the total number of 79 planned targets for the reported development objectives, only 62 were 
achieved during the year under review. This represents 22% of total planned targets that 	were 
not achieved during the year under review. 

3.6.2	 Management undertook that quarterly reports on organizational performance will be submitted 
to the Management Committee, Executive Committee and Council to ensure that under-
achievement is detected and resolved timeously to ensure that 80% or more of planned targets 
are achieved as per the requirement of the AG.

3.7	 The full year performance measurement for 2011/12 of the Deputy Municipal Manager, Chief 
Financial Officer and Executive Director: Technical Services took place on 22 November 2012.  
No performance measurement took place for the Municipal Manager and the Executive Director: 
Corporate Services as the new incumbents only took up office on 1 July 2012 and 1 August 
2012, respectively.  The final performance results for the 3 Section 56 Managers were as follows:

1.1.	 Deputy Municipal Manager	 164/167

1.2.	 Chief Financial Officer	 167/167

1.3.	 Executive Director: Technical Services	 153/167

4.	 RECOMMENDATIONS OF THE MPAC

4.1.  	The Unqualified Audit Report for uThungulu District Municipality for the 2011/12 annual financial 
statements received from the Office of the Auditor General, be noted.

4.2.	 Management needs to develop an Action Plan to address the 22% that was not achieved arising from 
planned targets.

4.3. 	 All actions going forward must be aimed at the achievement of a Clean Audit and clean administration.

4.4.  	The Final Draft of uThungulu Annual Report for the 2011/12 financial year be recommended to Council 
for approval.

4.5.	 The 2011/12 Performance Bonuses for Section 56/57 Managers, for the financial year ending 30 June 
2012, be paid in accordance to the Internal Audit Review carried out by Messrs. PWC in respect of 
the Performance Bonus calculations, to the Deputy Municipal Manager, Mr. DP Lubbe, Chief Financial 
Officer, Mrs. MC Reddy and the Executive Director: Technical Services, Mr C.K M’marete, subject to the 
Internal Audit Review Report from Messrs PWC, in respect of the verification of the Performance Bonus 
calculations, being submitted to the office of the Municipal Manager.

5. 	 CONCLUSION

The uThungulu Council approved the 2011/2012 Annual Report without reservation, inclusive of 
recommendations as above.
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