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CHAPTER 1
EXECUTIVE MAYOR’S FOREWORD AND OTHER SUMMARIES
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EXECUTIVE MAYOR’S FOREWORD
This annual report for 2018/2019 provides an overview of
the lessons and the challenges we have faced
throughout the year in both our organisation and the
community. It is our hope that you will find this report
both informative, helpful and that it will give you a
greater understanding of the work undertaken by our
municipality. In all our Municipalities throughout our
entire country, the notion of accountability is the
cornerstone for all that we do. The report shows a
commitment of the Lejwe Le Putswa Development
Agency to the principle of accountability, and the
commitment to build a truly responsible, responsive and caring local government entity.
The financial report is a clear indication of the measures that have been taken to
enhance internal controls and improve financial management of the entity. The focus
was to ensure that scarce resources allocated to projects of the agency are aligned
with economic development priorities of the Lejweleputswa District Municipality.
In its preamble, the Freedom Charter (1955) cautions us “no government can justly
claim authority unless it is based on the will of the people.” The Charter being the
blueprint, upon which our democratic future is established, our municipality ensures that
public participation remains the hallmark of all government work.
Our focus is also on youth development programmes as we acknowledge young
people as the future of our District and the country as a whole. We acknowledge the
potential that our young people have in this District and as a result, we have launched
the Lejweleputswa District Youth Desk that has to co-ordinate all youth development
initiatives and promote the interests of young people within the District.
Despite the challenges we have faced, the district remains committed to improving
access to basic services to its citizens. As we continue on our march to deliver on our
2016 Manifesto commitments, we pledge ourselves to continue to work with our people
to leave no stone unturned in fulfilling our objectives by accelerating and doubling our
efforts to bring about a better life to all our people. We will do so in an accountable
and ethical manner, as we have been proven to do over the years.
A special gratitude goes to the administration for their dedication and hard work. Had
it not been for their diligence, commitment and passion for their work this municipal
entity would not be celebrating the achievements it recorded thus far.

----------------------------------------------------------

Cllr Sebenzile Ngangelizwe
Executive Mayor
4
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CEO’S FOREWORD

The election of the sixth democratic administration in the country has brought a lot of
hope and revival of the citizens spiritual wellbeing in the country wide and abroad.
This will bode well for the economy as business confidence is likely to improve and
attract much needed foreign investments in our country.
In his State of the Nation Address, the President outlined seven priority areas to be
addressed by government, at all levels, to fulfil the aspirations of the voters towards
eradicating poverty, unemployment and inequality in the country. Those priorities are;
▪
▪
▪
▪
▪
▪
▪

Economic transformation and job creation
Education, skills and health
Consolidating the social wage through reliable and quality basic services
Spatial integration, human settlements and local government
Social cohesion and safe communities
Building a capable, ethical and developmental State
A better Africa and World

Suffice to say, it will take every government department and state entity undivided
focus and commitment accompanied by prudent financial and ethical decisions to
realise the above priorities under the current economic conditions.
The district is one of the areas worst hit by the poorly performing economy. The
situation is exacerbated the slump of commodity prices in the primary sector, could it
be in mining or agriculture. Unemployment has drastically increased with little job
5
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opportunities created. The latest quarterly labour force survey figures indicated a
slight increase of 1.4% as compared to the first quarter of 2018.
The National Development Plan adopted by government in 2012, is very emphatic on
the importance of the developmental state in tacking the root cause of poverty and
inequality. As the agency, we also need to be cognisant of the reality that inclusive
growth cannot be pursued exclusively without simultaneously building a capable
state.
Supported by the only shareholder, Lejweleputswa District Municipality (LDM), we were
bound to more with little we got to turn around the agency for the good of all our
communities in the district. The had had to show its worth through successful
implementation of the projects identified and put in the IDPs of municipalities in the past
year.
Political leadership and guidance were crucial for the agency to enable it in
achieving its objectives and mandate. The little success recorded would not have
been possible without the support and cooperation of many stakeholders in the
district. Local municipalities were major partners and still will be in the implementation
of most of the projects.
Worth mentioning was the launch of the community innovation digital hub. It has
created a platform for the youth and entrepreneurs to hone their expertise and
deepen their knowledge in the digital world. Some programmes to be offered at the
hub will equip participants with skills that would enable them to get work opportunities
anywhere in the world.
I would like to thank the all staff members for their commitment and diligent work to
ensure that the agency kept focused in its mandate and objectives to fight the
scourge of poverty, unemployment and inequality in the district.

………………………………………
LDA CEO: Mr BA Mnguni
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.1.

VISION, MISSION & OBJECTIVES

1.1. VISION
The promotion, creation and sustaining of a “diversified, broad based and sustainable
economy”

MISSION
To create an enabling environment for development which will focus on areas
considered to be major stimuli for investment and job creation in the District.

OBJECTIVES
Promote Economic Development in the District to create jobs and wealth
Promote Lejweleputswa as a commercial hub
Reduce poverty levels in the District
Create link between Public and Private sector to facilitate formation of Public Private
Partnerships
Facilitate access to project finance for business and SMME development

1.2. MANDATE
The aim of Lejwe Le Putswa Development Agency is to promote sustainable economic
development for the district of Lejwe Le Putswa in order to:
• Impact on:
❑ Job creation;
❑ Improve the quality of life of the people of LDM;
❑ Wealth creation;
• Develop potential of the region;
• Implement economic development projects that benefit all municipalities
in the district;

1.3. GOALS
The outcome-oriented goals of the agency are as follows:
•
•
•

A stable and fully capacitated agency to deliver on its mandate efficiently
and effectively
Efficient, productive and sustainable management of land.
Improved socio-economic benefits within LDM.
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CHAPTER 2
GOVERNANCE
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2. Corporate Governance
The significance of Good Corporate Governance is effective leadership which
essentially requires the ability to integrate decision – making, business strategy and
sustainability. It is pivotal to inclusively collaborate with stakeholder that is founded on
the need for effective engagement and constant update of business affairs for
decision making.
Lejweleputswa Development Agency’s Board consists of a majority of non-executive
directors and one executive director which is the CEO.
The Board works collectively in executing its fiduciary duties effectively and has
maintained good and strong relations with the Chief Executive Officer.

2.1 Governance Structures
LDA is wholly owned and established by Lejweleputswa District Municipality with the
aim of assisting LDM in promotion and implementation of the Local Economic
Development Policies of Lejweleputswa District Municipality in the areas of economic
production and commercial activities. LDA is registered as a Private Company under
Registration --. As a local government entity LDA is committed to good governance
and compliance. The Board has approved a Municipal Finance Management Act 56
of 2003 Compliance Checklist as a starting point. The next phase sees the Municipal
Systems Act 32 of 2000, Companies Act 71 of 2008 and King III code covered as well.

The Board is constituted as follows:
•
•
•
•

Five non-executive Directors
A Councillor & an official from LDM who serve as non-participating observer
members
The Chief Executive Officer
The Chief Financial Officer is a permanent invitee

The contribution of the Board is derived from the wide range of skills they collectively
possess inter alia, business administration, finance, accounting, human resources,
Public sector management etc.
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The Board is the Core of the Agency’s corporate governance architecture and is
responsible for:
Provides clear strategic Direction to the Agency
Ascertains that management structures are in place to ensure day to day
operations of the Agency
Promotes culture of ethical behaviour
Promotes sound corporate governance through an integrated governance
structure; and
Ensures compliance with all relevant laws, regulation and codes of practice

•
•
•
•
•

The Board of the Agency meets regularly, retains full and effective control over the
entity and monitors the implementation of the entity’s strategic programmes by the
executive management through a structured approach to reporting and
accountability. It also sets the strategic direction and monitors overall performance.

Date

BOARD MEMBERS AND STATUS ATTENDANCE
Mr Reginald
Mutsi

Mr Patrick Mira

Ms Mamorena
Mosala

Ms Stefani
Lockman

Mr Klaas
Hlalele

(Chairperson)
21 September 2018

PRESENT

New

PRESENT

NEW

PRESENT

29 November 2018

PRESENT

New

PRESENT

NEW

PRESENT

10 January 2019

PRESENT

New

PRESENT

NEW

PRESENT

24 January 2019

PRESENT

NEW

PRESENT

NEW

PRESENT

08 March 2019

PRESENT

NEW

PRESENT

NEW

PRESENT

10 May 2019

PRESENT

PRESENT

ABSENT

PRESENT

PRESENT

Number of
meetings
attended

6

1

5

1

6

All Board Committees are chaired by independent non-executive directors. The Board
met no less than six times as per the schedule of meetings below.
10

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

2.2. Audit Function
INTRODUCTION

The Audit Committee of Lejwe Le Putswa Development Agency (“the Committee”)
herewith presents its Annual report on activities performed during the 2018/2019
financial year.
The Committee, as an independent advisory committee appointed by Council, has
been established in terms of the provisions of section 166 of the Local Government:
Municipal Finance Management Act No. 56 of 2003 ( “MFMA”) as well as section 79 of
the Local Government: Municipal Structures Act No.117 of 1998 ( “MSA”).
The Committee was appointed from the 30th of March 2017 and will conclude its term
of 3 years on the 29th of March 2020. In accordance with good governance prescripts,
the Parent Municipality ensured continuity in the appointment of the new Committee
members.
The Committee is focussed on ensuring the integrity of the Lejwe Le Putswa
Development Agency financial reporting and improving the internal control
environment.
1.

AUDIT COMMITTEE MEMBERS AND OFFICIALS ATTENDANCE

The Committee consists of five (5) independent external members appointed by the
Council in terms of Section 166 of the MFMA and during the 2018/2019 financial year
held the following meetings:
a) Four (04) Ordinary Meetings, and
b) Two (02) Special Meetings.
2.1

SCHEDULED ORDINARY MEETINGS:

Name of Member
Mr. L J Makoro *
Mr. N L Masoka**

Mr. T A Motshoikha
Me SPT Monosi***
Me G Mayisela***

Position
Chairperson
Chairperson
Member
Member
Member

Attended Apologies
2
0
4
0
4
0
4
0
3
1

Total
2
4
4
4
4
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*Mr. Makoro completed his six year term effectively 30th November 2018.
** Mr. Masoka replaced Mr. Makoro as Chairperson.
*** Me Monosi was appointed effectively 22nd August 2018.
**** Me Mayisela was appointed effectively 22nd August 2018.
The following stakeholders participate in the meetings of the Audit Committee either on
a permanent or Ad Hoc basis:
1.
2.
3.
4.
5.
6.
7.
8.
2.

The Auditor General’s office (External Auditor);
Chief Executive Officer;
Municipal Manager of the Parent Municipality;
Chief Financial Officer of the Parent Municipality;
Internal Audit Unit;
Chairperson of the Risk Management Committee;
Risk Manager; and
Free State Provincial Treasury Representatives.
AUDIT COMMITTEE RESPONSIBILITIES

The Audit Committee has adopted formal Terms of Reference as its Audit Committee
Charter (“the Charter”). The Charter is subjected to a review on an annual basis and
the latest review was approved by the Municipal Council on 30 August 2018. The
Charter serves as a guide to the Committee in navigating its roles and responsibilities
and to give effect to its mandate in clear terms.
The key objective of the Committee is to assist and advice the Lejwe Le Putswa
Development Agency in ensuring the integrity of the financial reporting.
The Audit Committee responsibilities entail the following:
o
o
o
o
o
o
o
o
o

Internal Control Environment,
Internal Audit,
Adequacy, reliability and accuracy of financial reporting and information,
Risk Management,
Compliance with Laws and Regulations,
Performance Management,
Effective Governance,
Annual Financial Statements, and
Any other matters referred to it by the Board.

12

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

3.

REPORT ON THE OPERATIONS OF THE AUDIT COMMITTEE

In discharging its responsibilities as stated above and in its terms of reference, the
Committee has developed a schedule of quarterly meetings and has adopted a
standard agenda aligned to the Municipal Finance Management Act, Act 56 of 2003
and also to reporting guidelines as published from time to time by National Treasury.
The attendance of the meetings is disclosed in paragraph 2 above.
At its meetings during the 2018/2019 reporting period, the Committee focussed on
financial reporting, internal and external audit, performance, compliance and risk
management. It also reviewed the charters for both the Audit Committee and the
Internal Audit Unit.
The Committee’s overall opinion is that the agency has and maintains appropriate
levels of internal controls to ensure that it achieves its service delivery objectives.
Furthermore both the Municipal Council and Management have taken appropriate
steps in strengthening the control environment. This opinion is informed by the
information (documentary and otherwise) as well as explanations given by
Management, Internal and External Auditors. Given the inherent nature of the agency’s
business, there will always be areas of improvement, these are highlighted herein under
and narrated as follows:

4.1

Financial Reporting

In addressing our key objective, which is to assist and advice the Lejwe Le Putswa
Development Agency in ensuring the integrity of their financial reporting, we reviewed
the 2018/2019 Annual Financial Statements at a special meeting during August 2019,
concentrating on the following:
o
o
o
o
o

o

Compliance with financial reporting standards and governance reporting
requirements,
Areas requiring significant judgements to be made in applying accounting
policies,
The appropriateness of accounting policies,
The procedures and controls around estimates in applying accounting policies,
Whether the Annual Report and accounts, is fair, balanced, understandable and
provides the information necessary for stakeholders to assess the performance of
the Agency Board and its employees, and
Any relevant correspondence from regulators.
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4.1.1 Year-End Statutory Audit
The Office of the Auditor General (“AGSA”) presented the Audit Strategy for the year
ended 30 June 2019 prior to the commencement of the year-end audit and was
considered and approved by Audit Committee. There was an overall increase of 6% in
the proposed audit fees from the previous year mainly as a result of inflation and
changes to the staff establishment, in allocated hours proposed by the Auditor General.
The Committee requested that the AGSA office must have a closer collaboration with
Internal Audit so as to increase areas of reliance as this will consequently result in the
reduction of audit fees.
The Committee remains optimistic that the Agency will retain its unqualified opinion with
significant improvement in matters of emphasis henceforth or at best, attain a clean
audit if such matters are addressed robustly and with the commitment and support of
all relevant stakeholders.
4.2

Control Environment

4.2.1 Internal Control Environment
The assessment made by the Committee in relation to the control environment is
informed by the assertions made by Management, Internal Audit Unit as well as the
External Auditors’ reports. The implementation and execution of the Risk Based Internal
Audit Plan led to a continuous evaluation of the internal control environment.
The Committee has approved a risk-based three-year Rolling Internal Audit Strategy
and an annual operational audit plan. All proposed internal audit assignments were
executed.
We highlight the following items from our audit engagements:
Risk Management
Low results from capacity and functionality assessments.
Performance information
Timely collation; packaging; and submission of portfolio of evidence on agency’s
performance still remains a challenge.
Going Concern
The going concern status of the Agency remains a critical area of concern to the
Committee and this is a red flag not to be ignored.
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Compliance
Compliance to adopted laws, regulations and policies.
mSCOA
The mSCOA reporting system is not yet implemented at the Agency.
Budget
A realistic budget for the 2017/2018 financial year were not compiled that negatively
impacted on the going concern status.
Projects
All projects were not implemented that led to all targets not achieved during the
financial year and it impacts negatively on the performance of the Agency.
Despite above, our opinion that the control environment is effective and has
strengthened over the last few years as the number of queries issued/raised by the
AGSA have reduced significantly in comparison to those of previous external audits inter
alia.
4.2.2 Risk Management
The implementation of risk management has progressed well, albeit from a lower base.
Policies and frameworks were adopted and utilized in the execution of risk related
instructions. A member from the Audit Committee was delegated to attend to the Risk
Management Chairperson functions, effectively from April 2019.
The Audit Committee considers the going concern risk of LDA to be catastrophic and
imminent. The following risks are also considered major:
Skills shortages / relying on consultants to compile the Annual
Financial Statements,
▪ Cash-flow challenges as the current funding is overcommitted,
▪ Liquidity and Credit risk, and
▪ A steady reliable income stream for funding of projects and
operations.
Audit Committee has noted the going concern risk facing the Development Agency
Board and Management. This could mean that the solution envisaged in this regard
may be a difficult one.
▪
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4.2.3 Compliance with Laws and Regulations
The Committee has noted the initiatives that management has implemented towards
the establishment of an effective compliance program focusing at this stage on the
Municipal Finance Management Act and legislated duties. The completion and
reporting on the compliance program are reported to the Audit Committee during
ordinary meetings. Compliance remains an area where the Agency can greatly
improve on.
4.2.4 Performance Management
The Agency has made significant progress in implementation of the Performance
Management System. Internal Audit Unit is working with the office of the Auditor
General and Municipal Manager to improve the collation; packaging; and submission
of portfolio of evidence on Municipal performance information. The KPI’s have been
redefined using the SMART (Simple, Measurable, Attainable, Reliable, Time bound)
principle and this is one of the first steps towards a clean audit opinion on the
predetermined objectives. The next area of focus for the ensuing year will be to define
technical indicators underpinning the KPIs and as the Audit Committee, we recognize
the current efforts and believe that this will assist in the compilation of the annual report.
4.2.5 Effective Governance
The Agency has developed and implemented necessary policies to regulate and guide
the day-to-day decision-making and ensure appropriate control environment.
4.2.6 IT Governance
An Information Technology Governance Framework was developed to assist and guide
day-to-day decision-making and ensure the appropriate control environment.
5.

INTERNAL AUDIT

The Accounting Officer is obliged, in terms of section 165 of the MFMA, to ensure that
the entity has a system of internal audit under the control and direction of the
Committee. The Committee is satisfied that the internal audit function has properly
discharged its functions and responsibilities during the year under review. The
Committee expects that charters, programmes, evaluations and training plans will
contribute to the internal audit function becoming more efficient, more responsive to
challenges and better able to provide audit reports of a high quality to management
and the committee on a timely basis
16
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6.

BOARD RESOLUTIONS

Audit Committee, in their quarterly reports to the Board, make recommendations for
implementation. These recommendations are important to clear out avoidable risks
during the financial year in preparation for improved performance.
7.

FINANCIAL SUSTAINABILITY

The Development Agency continues to struggle with adequate resourcing and this has
limited its ability to deliver on its mandate. The going concern status of the Development
Agency remains a critical area of concern to the Audit Committee and this is a red flag
not to be ignored. The Agency has the potential to grow as it sees itself in a turf that is
economically vibrant and can only do better. The Council, Board of Directors,
Shareholder Municipality and Management are working together to address the
challenges facing the Agency. The Audit Committee is pleased at the progress made
by the Agency at the introduction of their Revenue Enhancement Strategy which is part
of their turnaround strategy towards an effective Development Agency. This is viewed
as a step in the right direction that will not only assist the Agency with issues relating to
its sustainability but will be a value adding mechanism that will benefit local
communities in and around its jurisdictional area. The Committee remains optimistic that
lasting solutions will be found in addressing other challenges facing the Agency.
8.

EVALUATION

Provincial Treasury in their bi-annual Key Performance Indicators Assessment for the
period 1 July 2017 – 31 December 2017 assessed the Audit Committee and Internal
Audit Unit as follow:
• Audit Committee
80%,
• Internal Audit Unit
85%.
Provincial Treasury highlight that the Lejweleputswa Municipality’s Audit Committee
and Internal Audit Unit are performing well in the province.
9.

APPRECIATION

The Audit Committee wishes to thank the Accounting Officer of Lejwe Le Putswa
Development Agency, agency’s officials and all other stakeholders for the cordial
manner in which the preparation of the 2018/19 financial year audit was conducted
together with the enthusiasm portrayed by management in ensuring that issues
raised/identified in prior year audits were addressed. This is a task, and however
daunting it may seem, with a collective effort by all – from the lowest ranking support
staff to Executive Management and Board Members, the agency will surely reach
17
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greater heights and be a benchmark agency not only in the province but nationally. In
the end, a clean audit is a result of everybody’s effort and determination and
fundamentally, it is achievable!

10. LEGISLATIVE REQUIREMENTS
Sections 62(1)(c)(i) and 95(c)(i) of the MFMA specifically require Accounting Officers to
ensure that their municipalities and municipal entities have and maintain effective, efficient
and transparent systems of risk management.
10.1 THE RISK MANAGEMENT PROCESS
The risk management process is the basic structure that guides the entire risk management
unit and consists of 8 vital steps:
Step 1:

Internal Environment the municipality’s internal environment is the base

Step 2:

Objective Setting – this is a precondition to event identification, risk assessment

of all other components of risk management and needs to be thoroughly assessed.

and risk response. There must first be objectives before management can identify
risks to their achievement and take necessary actions to manage the risks.
Step 3:

Event identification – as part of event identification management recognizes
that uncertainties exist, but does not know when an event may occur, or when its
outcome should occur.

Step 4:

Risk Assessment – management considers the mix of potential future events
relevant to the municipality and its activities. This entails examining factors
including the municipality’s size, complexity of operations and degree of
regulation over its activities that shape the municipality’s risk profile and
influence the methodology it uses to assess risks. Individual risks are assessed
on inherent and residual levels, and on impact and likelihood of occurrence.

Step 5:

Risk Response – this involves identifying and evaluating possible responses to
the risks identified. Evaluation of likelihood and impact of risks is done then plotted
on the following graph (which is used to categorize risks as low, medium or high)
in order to gauge the type of response needed.
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Graph: Risk Response required according to impact and likelihood.
Medium Risk

Share (Insurance)

High Risk

Avoid & Reduce (Control)

Low Risk

Medium Risk

Accept (Risk Appetite)

Reduce (Control )

Likelihood
Step 6: Control Activities – three types of control activities are recognized in risk
management. These are preventative controls (striving to eliminate the
occurrence of certain risks), detective controls (striving to identify and bring
attention to risks that have already occurred or materialized), and corrective
controls (striving to counteract the effects of risks that have already occurred
or materialized).
In order for activities and operations to run effectively and efficiently LDM and
LDA must optimally distribute its resources according to significance of those
activities and operations.
Step 7:

Information and Communication – information should be delivered to
personnel in a form and timeframe that enables them to carry out their risk
management and other responsibilities.

Step 8:

Monitoring – risk management operates in an ever-changing and dynamic
environment.
Management needs to regularly determine whether the functioning of each risk
management component continues to be effective.

10.2. RISK MANAGEMENT: ACCOMPLISHMENTS AND THE WAY FORWARD
Risk management remains an ongoing process and an important factor in change
management in Lejweleputswa DM and LDA. Also, best practices are being formulated
and evaluated within the field of risk management on a provincial level on a continuous
basis. The Lejweleputswa District Internal Audit and Risk Management Forum was
established which includes all B Municipalities in the district. This allows all members to
19
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give constructive inputs into risk discussions that affect the whole district. mSCOA
implementation for municipalities was a big challenge but most municipalities curbed this
momentous change in legislation and are moving forward with great strides.
Risk Champions are involved in the identification of risk and the input of controls within
their respective departments. Full circle communication is yet to be established and the
communication gap with the mitigation of risks within LDM and LDA is still a problem
11. ROLES OF BOARD SECRETARY

The Board Secretary manages the process that ensures that the organisation complies with
Agency’s Legislative requirements.
The Board Secretary is responsible for scheduling Board and Committee meetings and ensuring
the recording and implementation of Board and Committee decisions. It is also the
responsibility of the Board Secretary to communicate with the stakeholders on matters dealing
with governance and stakeholder reporting. A Board Secretary's duties cover a wide variety of
functions, including that of statutory matters and are partly dependent on the company for
which they work.
Typical work activities include:
•
•

Organizing, preparing Board agendas for, and recording minutes of meetings;
Dealing with correspondence, collating information, writing reports, ensuring
decisions made are communicated to the relevant people;
• Contributing to meeting discussions, as and when required, and advising Board
members of the legal, governance, accounting and tax implications of
proposed
policies
• Monitoring changes in relevant legislation and the regulatory environment, and
taking appropriate action;
• Liaising with external regulators and advisers, such as lawyers and auditors etc;
• Developing and overseeing the systems that ensure the company complies with
all applicable codes, as well as its legal and statutory requirements;
• Arranging the annual general meetings;
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CHAPTER 3
LDA FINANCIAL HEALTH AND ESTABLISHMENT

21

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

3. Report on Establishment
3.1. FINANCIAL HEALTH OVERVIEW
FINANCIAL OVERVIEW
Financial overview 2018 -19
Details

Original Budget

Adjustment Budget

Actual Budget

Grants (LDM)

5 938 924

6 028 924

6 028 924

Grants (IDC)

4 000 000

4 000 000

1 871 344

Other: DPSA

470 000

1 608 560

1 608 790

Sub total

10 408 924

11 637 484

9 509 058

Less Expenditure

11 637 484

6 300 378

Net total

0

3 208 680

Operating Ratios
Detail

%

Employee Costs

3 62 7214.72

Repairs and Maintenance
Finance Charges and Impairment

2203.02
0

COMMMENT ON OPERATING RATIOS
Employee Costs
Inadequate funds to cover both Human and Capital Costs
Municipal resources were inadequate to also make provision for repairs and
maintenance costs.
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3.2.

Governance Issues

The Lejweleputswa Development municipality Council Approved establishment
Grant in 19 April 2005 from IDC for preparation of Groundwork in Launching the
Agency and Council committed itself in the repayment of Tax shortfall on Pre –
establishment Grant.
The LDA registered in 2005 as a Section 21 company and therefore one of the priorities
in the establishment process of the agency was to ensure the conversion of this into a
State - Owned Company (SOC) Ltd. This was necessitated by the evolution of the
legislation since the establishment of the LDA. Furthermore, a new Board of Directors
had been appointed since January 2015 and in the period under review the Board
worked with the parent municipality in determining the mandate of the agency and
the new Memorandum of Incorporation (MoI)
LDA was registered with Companies & Intellectual Property Commission (CPIC) and has
a Bank account with NEDBANK.

3.3. Assume full responsibility of the agency operations and financial
management
Since the appointment of the Board in February 2014. LDA made its Budgetary
submissions to Council for approval and ascertained that its budget complied with
MFMA requirements. It had always been the wish of the Board f that the agency must
be fully operational and be responsible for all its governance processes, including
financial administration.
The information on LDA has been prepared on a going concern basis, which asserts the
Agency has the ability to continue to realize its assets and discharge its liabilities and
commitments in a planned manner. However, the ability to remain a going concern
looks bleak since IDC has decided to minimize its own grant. Thus, minimal revenue influx
to the agency may deter execution of own obligations as they become due. Currently,
Lejweleputswa District Municipality as a main shareholder to the agency was coerced
to augment their Funding to the Agency from R 3 500 000 to R5 938 924. It is an attempt
by a parent municipality to stabilize financial situation at the agency until it realizes
positive cash flows.
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3.4. Organizational Establishment
3.4.1 Strategy development
The strategic development process has taken into consideration the following sources
of information:
•

Audit report for the financial year 2017/18;

•

Medium term strategic framework;

•

The Municipal Systems Act; MFMA and Structure’s Act

•

LDA Business Plan;

•

LDA Financial Statements 2017/18;

•

IDP of the Lejweleputswa District Municipality

•

Treasury guidelines for the development of the strategy

A diagnostic on the state of affairs at LDA was done. A strategy workshop facilitated by
the parent Municipality LDM was held on the 21st – 22nd September 2016 to inform the
development of the LDM and LDA strategy. The strategy is in line with the National
treasury planning and budgeting guidelines. The guidelines were enhanced by
engaging different stakeholders viz. LDA Board; provincial department representatives
and LDM.

(b) Leadership
The Board recognises that having the right people in the right jobs at the right time‟ is
critical for its successful implementation of the strategy. These employees must have the
skills, competencies and tools to excel and utilize the Board’s finances effectively to
deliver on the customer and stakeholder requirements. This eventually translates to the
achievement of the mission and vision of the Board.
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(c) LDA Value Chain
The LDA Critical Success Factors are described as the key process that delivers services
to the LDA beneficiaries i.e. Municipalities. The process is based on five critical
components of LDA service delivery value chain i.e.
•
•
•
•
•
•

Identify a project;
Analyse the project feasibility;
Approve the project;
Source funding;
Facilitate project implementation;
Closure or Hand over the project
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3.4.2. Development & Approval of Policies
One of the key priorities in the establishment of any organization is to ascertain policy
development and procedures to guide its operations. In this regard, the Board broadly
accepted that in areas where the agency does not have policies, it will adopt the
policies of the parent municipality to the extent where they are applicable to the
agency. Below are the policies that were developed and approved so as to ensure full
operation of the agency with effect from 29 October 2015:

No
1

Name of Policies
Recruitment Policy

Date Approved
29 October 2015

2

Revised Employee Bursary policy

29 October 2015

3

Labour Relations and Harassment

29 October 2015

4

Leave Policy

29 October 2015

5

Payroll Management and Administration Policy

29 October 2015

6

Private Work Policy

29 October 2015

7

Remuneration and Allowance Policy

29 October 2015

8

Scarce Skills policy

29 October 2015

9

Smoking Policy

29 October 2015

10

Training and Development Policy

29 October 2015

11

Vehicle and Equipment Policy

29 October 2015

12

Working Hours Policy

29 October 2015

13

OHS Policy

29 October 2015

14

Substance Abuse Policy

29 October 2015

15

Dress Code Policy

29 October 2015

16

EAP Policy

29 October 2015

17

Sexual Harassment policy

29 October 2015

18

Resignation policy

29 October 2015
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3.4.3 Organizational structure
Soon after assuming duty, taking into consideration that there is no clear strategy in place, the CEO identified the need to consider
the generic capacity to take the agency forward. An interim structure was developed and presented to the Board of directors for
approval. In approving the second revision of the structure the Board pointed out that the CEO would have to prioritize the filling
of the vacancies so as to get the agency operational within the limited financial resources available. Based on this approval, below
is the interim organogram of the agency and this structure is bound to experience some adjustments in the next financial year as
the operations of the agency take shape and the need for further capacity in some areas will be needed.

• Legal Services

BOARD OF DIRECTORS

• Stakeholder Management

Company Secretary
(Vacant)

CEO

• Marketing and Communication
• Strategic Planning

PA
Admin. Clerk

Business Programmes

Finance Management

Development
Programme Manager
(Strategic Projects)

Project

Project

Coordinator

Coordinator

(Vacant)

(Vacant)

• ICT Role

(Vacant)

Human Capital
Management and Admin.
HR Manager

Finance Manager

Supply Chain Officer

Finance Officer

HR Officer

Receptionist Admin Clerk
• Cleaner
• Security
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3.5. ANTI – CORRUPTION AND FRAUD
The LDA Fraud Prevention Strategy (2016) clearly stipulates that the Agency
does not tolerate fraud, corruption, maladministration or any other dishonest
activities. In addition, LDA has adopted two other policies which also provide
guidance to the organization in this regard, namely the Code of Conduct and
the Supply Chain Management Policy.
The Fraud Prevention Strategy provides for the controls which will assist in the
prevention and detection of fraud and corruption, as well as providing
guidelines as to how to respond should fraud and/or corruption be identified.
Strategies for the prevention, detection, response and investigation of fraud
and corruption are outlined. Employees are tasked with the responsibility to
report all incidents of fraud and corruption that may come to their attention.
The Code of Conduct, last reviewed in April 2014, speaks to issues of
safeguarding the Agency’s assets, including funds, property, information and
records. It also provides guidelines with regards to nepotism and other conflicts
of interest.
The Supply Chain Management Policy provides the framework within which
contracts are awarded to service providers and goods are procured. The
Policy covers issues of abuse of the supply chain management process and
provides guidelines for ethical practice. No fraudulent or corrupt activity was
identified during the period under review

3.6. SUPPLY CHAIN MANAGEMENT
LDA has adopted a Supply Chain Management Policy, which is reviewed
annually, and has been designed to be fair, equitable, transparent,
competitive and cost effective, it is based on the requirements of section 111
of the Local Government Municipal Finance Management Act (No. 56 of 2003)
and complies with the regulatory framework for municipal supply chain
management.
The policy provides for a SCM Unit under the leadership of the Manager of
Finance. The Board has the final responsibility for the oversight of SCM, through
the accounting officer. The policy provides for a range of supply chain
management processes which includes tenders, quotations, disposals and
deviations. It further specifies which process must be followed for each range
of commodities. There are procedures and mechanisms in place for each type
28
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of procurement process that is required to be followed. There is flexibility in the
process in cases of emergencies and if the contract is below the prescribed
thresholds. The Agency also undertakes a prequalification of all bids received
during a competitive bidding process.
Bid Administration is strictly adhered to when advertising, opening, registering,
recording, evaluating and adjudicating tenders. The final terms of the
contracts are negotiated in certain circumstances. The SCM Policy further
provides the framework for ethical practices within LDA, guiding staff members
with regards to issues such as favoritism, acceptance of gifts from service
providers, etc. The policy further provides a clear framework within which to
address and resolve disputes, objections, complaints and queries.

3.7. WEBSITES
The LDA website is being revamped to provide a more functional website, with
a new look and feel. The structure of the new website will be aligned to LDA’s
five-year strategic plan. Not only will this site be more visually appealing and
user-friendly -allowing the Lejweleputswa community and the public to
interact more readily with us and with each other, it will also add great value
to the LDA brand and enhance the confidence that investors have in LDA.
Documents that are posted on the website include:
• Approved Budgets
• Amended Budgets Performance Reports
• Annual Reports
• Tenders
• Vacancies
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CHAPTER 4
SERVICE DELEIVERY PERFORMANCE
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1. INTRODUCTION
The purpose of this report is to present the Annual Performance of Lejwe Le
Putswa Development Agency for 2018/19.
2. LEGAL FRAMEWORK
This Performance Report is submitted in compliance with;
❖ Section 52(d) of the Municipal Finance Management Act, Act 56 of 2003 which
requires the Mayor to within 30 days of the end of each quarter submit a report
to Council on the implementation of the budget and the financial state of affairs
of the Municipality.
❖ Regulation 28 of the Municipal Budget and Reporting Regulations, 2009 (GN 393)
which prescribes the format of the Section 52(d) Report and requires that the
report be submitted to National Treasury within 5 days of it being tabled.
❖ Regulation 30 of the Municipal Budget and Reporting Regulations, 2009 (GN 393)
which require that the Section 52(d) Report be publicized by placing it on the
Municipal Website in accordance with Section 75(1)(k) of the MFMA.
❖ Regulation 14 of the Municipal Planning and Performance Regulations, 2001 (GN
R796) (which requires the Internal Auditor to audit the Municipality’s performance
and submit quarterly reports thereon to the Municipal Manager and the
Performance Audit Committee.
❖ MFMA Circular 13, which requires the Municipality to report quarterly on its
Service Delivery Budget Implementation Plan (SDBIP). The Municipal Finance
Management Act, Act 56 of 2003
(MFMA) defines the SDBIP as;
“a detailed plan approved by the mayor of a municipality in terms of section53
(1) (c)(ii) for implementing the municipality’s delivery of services and the execution
of its annual budget and which must include (as part of the top-layer) the following:
(a) projections for each month of;
(i) revenue or
(ii) operational and capital expenditure,
(b) service delivery targets and performance indicators for each quarter
3. Performance Discussions
The SDBIP is a public document which was approved by the Executive Mayor of the
district May 2016. Performance reporting on the top layer SDBIP is done to the
Mayoral Committee and Council on a quarterly, half yearly (Mid-year Budget and
Performance Assessment Report) and annual basis (Annual Report). Any
amendments to the Top Layer SDBIP must be approved by Council following the
submission of the Mid-year Budget and Performance Assessment Report and the
approval of the budget
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This report is based on the Top Layer SDBIP and comprises of the following;

• A summary of the overall performance of the Municipality in terms of the National Key Performance
Areas of Local Government for the quarter ‘

• A summary of the performance of each Directorate for the quarter

• A detailed performance review per National Key Performance Area
The overall assessment of actual performance against targets set for the Key Performance Indicators as
documented in the SDBIP is illustrated in terms of the following assessment methodology:

Color

Category

Explanations

Quarter Targets and Year Budgets
KPI not Met

Target 0 - 49

KPI Partially Achieved

Taget 50 - 99

KPI achieved

Target 100 -150 %

32

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

4. SUMMARY OF PERFORMANCE REPORT FOR 2018-19
The following graph provides an overview of the performance of the agency’s performance as
per National Key Performance Areas (KPA) for the 2017-18 year. The graph is followed by a
summary which indicates both percentages and number of KPI’s

Key performance Areas
Lejwe Le Putswa
Development
Agency

Good Governance
and Public
Participation

Local Economic
Development

LDA Financial
Management and
Indication

KPI not met

1

0

1

0

KPI met

22

12

4

6

Total KPIs

23

12

5

6

33

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

2018/19 Overall Performance on KPA's

12

6
4
1
GOOD GOVERNANCE AND PUBLIC PARTICIPATION

0
LOCAL ECONOMIC DEVELOPMENT
KPI not met

0
LDA FINANCIAL MANAGEMENT AND INDICATION

KPI met
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2018/19 Overall Performance on KPA's

4%

KPI not met

KPI met

96%
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Key Performance Area 1: Local Economic Development
FOR THE PERIOD 1 JULY 2018 – 30 JUNE 2019
ID

1.1
1.2

Strategic
Objective
To facilitate
project funding

Strategies

Key Performance Indicator (KPI)

Create an
environment that
promotes
development of the
local economy and
facilitate job creation

Finalize the procurement of
portioning of ICT Hub
a. Procurement of 22 ICT Hub
Computers

Unit of Measurement

Baseline

Number of ICT Hub Partitioned

New KPI

Number of Computers Procured

New KPI

Annual
budget

Annul
targets
2018/19

Annual
Targets
Achieved

R 450 000

1

1

Achieved

22

12

Not Achieved.
The agency had to
get permission from
IDC first before it
could utilise the
funds for the
purchase of
computers.

2

2

Achieved

b..Projector and Projection Screen

Comments by
Internal Audit

1.3

5 ICT Hub Support Staff Trained

Number of Staff Trained

New KPI

5

5

Achieved

1.4

Procurement of 61 Office Equipment
for the ICT Hub

Number of Office Equipment Procured

New KPI

61

61

Achieved

1.5

Procurement of 10 Air-Conditioners

Number of Air-Conditioners procured

New KPI

10

10

Achieved

Remedial
Actions for
Over &
Under
Achieved
Targets
10 computers
will be
procured in
the new
financial year

Key Performance Area 2: Financial Management & Viability
FOR THE PERIOD 1 JULY 2018 – 30 JUNE 2019
ID

Strategic Objective

Strategies

Key Performance Indicator
(KPI)

Unit of Measurement

Baseline

Annul
budget

Annul
Targets
2018/19

Annual
Targets
Achieved

36
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Actions for
Over & Under
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2.1

To ensure financial
management practices that
enhance viability &
compliance with the
requirements of MFMA &
other relevant legislation

2.2

Amount of unauthorised,
irregular and fruitless &
wasteful expenditure incurred
due to non-compliance to the
municipality’s Supply Chain
Management Policy, Supply
Chain Management
Regulations, 2005 and the
MFMA by 30 June 2019

2.3

Number of days it takes to
pay suppliers and service
providers after receipt of valid
invoice, with no disputed
delivery of goods / services
throughout 2018/19

Plan, implement, monitor
and report financial
management activities in
accordance with MFMA,
its associated regulations
and prescribed accounting
norms and standards.

2017/18 signed-off Annual
Financial Statements prepared
in accordance with the South
African Standards of Generally
Recognised Accounting
Practices (GRAP) and section
122 of MFMA by 31 August
2018.
Nil / Zero amount of
unauthorised, irregular and
fruitless & wasteful expenditure
incurred due to noncompliance to the
municipality’s Supply Chain
Management Policy, Supply
Chain Management
Regulations, 2005 and the
MFMA by 30 June 2019

Auditor-General’s Report
on the 2017/18 Annual
Financial Statements
(AFS) with no paragraph
relating to AFS not being
compiled in accordance
with GRAP and section
122 of MFMA.

Suppliers and service
providers paid within 30 days
of receipt of valid invoice, with
no disputed delivery of goods /
services throughout 2018/19

2.4

2 biannual assets verification
performed, and asset registers
updated with all assets
movements, and report any
damaged / missing items by 30
June 2019

2.5

Approved budget for 2019/120
financial by 30 June 2019.

2.6

12 signed-off monthly budget
statement reports (Sec87) for
2018/19 produced and
submitted to the Accounting

Number of biannual assets
verification performed, and
asset registers updated
with all assets movements,
and report any damaged /
missing items by 30 June
2019
Approved budget for
2019/20 financial by 30
June 2019.
Number of signed-off
monthly budget statement
reports for 2018/19
produced and submitted to

2017/18 signed-off Annual
Financial Statements and
the related AuditorGeneral’s Report

1

1

Internal
Audit
Achieved

Nil / Zero amount of
unauthorised, irregular
and fruitless & wasteful
expenditure incurred due
to non-compliance to the
municipality’s Supply
Chain Management
Policy, Supply Chain
Management Regulations,
2005 and the MFMA by 30
June 2019
Suppliers and service
providers paid within 30
days of receipt of valid
invoice, with no disputed
delivery of goods /
services throughout
2018/19
2018/19 Annual Assets
Verification

In
house

4

4

Achieved

In
house

4

4

Achieved

In
house

2

2

Achieved

2019/20 approved
Budget

In
house

1

1

Achieved

2018/19 monthly budget
statements submitted.

In
house

12

12

Achieved
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Officer of the LDM by 30 June
2019

the Accounting Officer of
the LDM by 30 June 2019

Key Performance Area 3: Good Governance & Public Participation
FOR THE PERIOD 1 JULY 2018 – 30 JUNE 2019
ID

Strategic Objective

Strategies

Key Performance
Indicator (KPI)

Unit of Measurement

Baseline

Annul
budget

Annul
Targets
2016/17

Annual
Targets
Achieved

Comments
by
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3.1

3.2

3.3

3.4

3.5

Number of draft SDBIP
for the 2018/19 budget
year and number of
drafts of the annual
performance
agreements for the
CEO of the same period
submitted to the
Chairperson of the
Board and Executive
Mayor of the LDM by 14
July 2019
Number of signed
Performance
Agreements & Plans for
the CEO of the Agency
for 2017/18 financial
year concluded by 31
July 2018.

To ensure Good
Governance practices to
ensure effective, functioning
of the Agency

Submit 1 draft SDBIP for
the 2018/19 budget year
and 1 drafts of the
annual performance
agreements for the CEO
of the same period to
the Chairperson of the
Board and Executive
Mayor of the LDM by 14
July 2018

Fully comply with the
provisions of the
Agency's Performance
Management System
from planning to
reporting

1 Signed Performance
Agreements & Plans for
the CEO of the agency
for 2018/19 financial
year concluded by 31
July 2018.
4 quarterly performance
assessment reports for 1
CEO of the agency
concluded and signedoff not later than 30 days
after the end of each
quarter during 2018/19
1 annual performance
report for 2018/19
signed-off and submitted
to the Auditor-General
by 31 August 2018
Submit 1-signed-off Midterm budget and
performance
assessment report for
2018/19 to the Board of
Directors of the Agency
and Parent Municipality
by 20 January 2019

Submit 1 draft SDBIP
for the 2018 /19
budget year and 1
drafts of the annual
performance
agreements for the
CEO of the same
period to the
Chairperson of the
Board

In-house

1

Internal
Audit
Achieved

1

Achieved

1

1 Signed Performance
Agreements & Plans
for the CEO of the
agency for 2018/19
financial year
concluded by 31 July
2018.
One performance
plans and agreements
for the CEO of the
agency for 2018/19

R 50 714

In house

4

4

Achieved

Number of annual
performance reports
by 31 August 2018 for
2018/19

Annual performance
report for 2018/19

In house

1

1

Achieved

Number of signed-off
mid-term budget and
performance
assessment report for
2018/19 submitted to
the Board of Directors
of the Agency and
Parent Municipality by
20 January 2019

2018/19 Mid-year
budget and
performance
assessment report

1

1

Achieved

Number quarterly
performance
assessment reports
not later than 30 days
after the end of each
quarter

1
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3.6

Submit 1 audited annual
report for 2017/18 to the
Accounting Officer of the
Parent Municipality by
31 December 2018

3.7

Table 1 audited annual
report for 2017/18
before the Board of
Directors and Council of
the Parent Municipality
by 31 January 2019.

3.8

4 Board Meetings held
by 30 June 2019
To provide information
through the available ICT
platforms of the municipality
and to improve the corporate
image of the agency.

4 updates of the
municipality’s website
performed by 30 June
2019.

3.10 To ensure oversight

Provide reasonable
assurance as to the
effectiveness of internal
controls of the municipality
through Internal Audit
service

4 quarterly Internal Audit
reports on the
assessment

3.11

Submit the quarterly
internally audited
performance reports and the
annual report to the audit
Committee & MPAC

4 quarterly performance
reports and 1 draft
annual report for
2017/18

3.9

Number of updates of
the municipality’s
website performed by
30 June 2019.

over the affairs of the
agency

Number of audited
annual report for
2017/18 submitted to
the Accounting Officer
of the Parent
Municipality by the
end of 31December
2018.
Number of audited
annual report for
2017/18 tabled before
the Board of Directors
and Council of the
Parent Municipality by
31 January 2019
Number of board
meetings held by 30
June 2019
Ensure that the
municipality’s
information is
regularly updated on
the municipality’s
website and other
digital communication
platforms of the
agency.
Number of quarterly
Internal Audit reports
on the assessment of
the effectiveness of
the controls within the
municipality submitted
to the Audit –
Committee by 30 June
2019
Number of quarterly
performance report
internally audited and
annual reports
submitted to the Audit
Committee & MPAC
by 30 June 2019

Audited Annual
Report for 2017/18

In house.

1

1

Achieved

Audited Annual
Report for 2017/18

In house

1

1

Achieved

4 meetings of the
board held in 2018/19

R40 000

4

4

Achieved

4 updates of the
municipality’s website
performed by 30 June
2019

In-house

4 Internal Audit
quarterly reports
submitted to the AuditCommittee in 2018/19

R 55 000

4

4

Achieved

4 Quarterly
Performance Reports
submitted to Internal
Audit in 2018/19

In house

4

4

Achieved

4

4

Achieved
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3.12 To build a risk

conscious culture within
the agency.

Reduction of high-risk levels
to tolerable levels by
performing regular risk
assessment, updating risk
registers and following up on
implementation of risk
treatment plans by the
agency

4 quarterly risk
assessments performed
by 30 June 2019

Number of quarterly
risk assessment
performed by 30 June
2019 and risk register
and risk mitigation
plans subsequently
updated.

2018/19 Risk Register
and Risk Management
Plans

In house

4

4

Achieved
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CHAPTER 5
ORGANISATIONAL DEVELOPMENT
PERFORMANCE
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5. NATIONAL KEY PERFORMANCE INDICATORS – MUNICIPAL
ENTITY TRANSFORMATION AND ORGANISATIONAL
DEVELOPMENT
The under- mentioned table shows Municipal entity ‘s performance in terms of
National Key Performance indicators as required in terms of Local Government:
Municipal entity Planning and Performance management regulations of 2001 and
section 43 of Municipal entity System’s act.
.
KPA & IDICATORS
2018/2019
Employment Equity - Number of women employed into
0
senior management positions
Percentage of a Municipality’s budget spent on
implementing its Workplace skills plan

0

5.1 INTRODUCTION TO MUNICIPAL ENTITY WORKFORCE
Lejweleputswa Development Agency employed 7 employees as at 30 June 2018.
Who largely and actively contribute to the Municipal entity’s objectives. The primary
objective of Municipal entity Human Resource is to ensure that Municipal entity
Human capital is addressed in terms of skills development and administrative function.
5.1.1. EMPLOYMENT EQUITY
The Employment Equity Act 1998 Chapter 3. Section 15 (I) states that affirmative action
measures are designed to ensure that suitably qualified people from designated
groups have equal employment opportunities and are represented in all
occupational categories and levels in the workforce of designated employer. The
National performance indicator also refers to:
Occupational
Health Levels

MALE

FEMALE

African
1

Whites
0

Indians
0

African
0

Whites
0

Indians
0

Middle
Management

0

0

0

1

0

0

Lower
Management
Skilled
Technical
Unskilled
Total
Permanent

0

0

0

3

0

0

2

0

0

1

0

0

0
3

0
0

0
0

0
5

0

0

Senior
Management

0
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Number of people from employment equity target groups employed in the three
highest levels of management in compliance with a Municipal entity’s approved
employment plan.
5.1.2 Vacancy Rate
Approved Municipal entity Organogram for Lejweleputswa Development Agency
had 8 employees as at 30 June 2019. Filled positions are indicated below by post
Levels. No Vacant positions
Post Level
Senior Management
Middle Management
Lower Management
Skilled Technical
Unskilled
Total Permanent

Filled
1
1
3
3
0
8

Vacant
3
1
2
1
8

5.1.3 SUSPENSIONS AND DISMISALS
NONE
Table below shows Municipal entity Entity’s employees.
Number of Employees

8

Resignation

Current staff

0

8

5.2 MANAGING MUNICIPAL ENTITY WORKFORCE
Entails analysing and coordinating employee behaviour at the Municipal entity.
INJURIES
An occupational injury is a personal injury to Municipal entity employee during the
execution of his or her own responsibility at work environment. Injuries may take
different forms, be it diseases, or death resulting from occupational accident.
Compensation claims are made against the Municipal entity and could be costly
depending on the seriousness of an injury. However, Lejwe Le Putswa Development
Agency had zero incidents in the Fiscal period under – review.
5.2.3 SICK LEAVE
Number of Sick leave days taken by employee in 2017/2018 versus 2018/2019
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5.2.4

Directorate
Chief Executive Officer
Middle Managers
Lower Managers

2017/18
0
0
14

2018/19
0
4
4

Skilled Technical
Employees
Unskilled Employees
Total

12

4

0
26

0
12

PERFORMANCE REWARDS

In accordance with regulation 32, employee performance bonus is payable to him
or her based on affordability after Consideration of the following aspects
• Annual report of the year under review has been tabled and adopted
by
Council
• Evaluation of Performance in terms of regulation 23;
• And approval of such evaluation by Council as a reward of outstanding
performance.
LDA’s performance management system has not been rolled out to lower levels. Due
to non - availability of Cascading regulations From MEC.
5.2.5 CAPACITATING MUNICIPAL ENTITY’S WORKFORCE
Section 68 (i) of the MSA states that a Municipal entity must develop its human
resources capacity to a level which enables it to perform its functions and exercise
its powers in an economical, effective and accountable way. Therefore, for these
purpose Human resource capacities of a Municipal entity must comply with SDA,
act no 81 of 1998 and skills development levies act 20 of 1990.
5.3 SKILLS MATRIX
Table below shows number of employees that received training during the year per
Directorate
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Name

Position

Gender

1.Mr. Bafunani Mnguni

CEO
Finance
Manager
Board
Secretary/HR
Finance Officer
SCM Officer
IT
Admin
Receptionist

2. Miss Joan Ntwana
3. Mrs. Sibongile
Makhubu
4.Miss Malekhesi
Motsoeneng
5.Miss Katleho Pitso
6.Mr. Octavius Kolisang
7. Mr. Fusi Molelekwa
8.Miss Portia Matshai
Total

Employees that
received training

Male
Female

Employees
Identified for
Training
0
1

Female

0

0

Female

1

1

Female
Male
Male
Female

1
0

1
0
0
1
4

1
4

0
1

Planned training was attended as planned by Municipal entity for the financial
year under review. The parent municipality approved bursaries for the Four (4)
employees indicated on the table above.
5.3.1 SKILLS DEVELOPMENT – BUDGET ALLOCATION
Total Personnel
Budget
131 000

Total Allocated

Total Spend

% spent

0

0

0

LDA - MFMA COMPETENCIES
In terms of Section 83 (1) of the Municipal Entity Financial Management Act, the
Accounting Officer, Senior managers, the Chief Financial Officers and Non –
Financial Managers and other Financial Officers of the Municipal entity must meet
the prescribed financial management competency levels that are key to
successful implementation of MFMA.
National treasury prescribed Financial Management Competencies in
Government Notice dated 15 June 2007. National treasury and other stakeholders
played a very critical role in assisting Officials to acquire the above-mentioned
prescribed Financial competency.
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Table below provides details of Financial Competency development at
Lejweleputswa as required by Legislation.
Description

Financial
Official
CEO
Finance Officer
Any other
Financial Officials
Supply Chain
Officials
Heads of Supply
Chain
Supply Chain
Senior Managers
Total

Number of
Officials
employed
(Regulation
14(4)(a) and
(C)

Competency
Assessments
completed
(Regulation
14(4) b and d

Number of Officials
whose
performance
agreements
comply with
Regulation 16
(regulation (14) (4)
(F)

Total Number of
Officials that meet
Prescribed
Competency
Levels. Regulation
14 (4) (E)

1
1

1
1

1
0

1
1

0

0

0

0

1

1

0

1

3

3

1

3

5.3 THE MUNICIPAL ENTITY WORKFORCE EXPENDITURE
Section 66 of MSA requires the Accounting Officer of a Municipal entity to report
to Municipal entity Council on all expenditure incurred by the Municipal entity on
staff Salaries, wages, Allowances and benefits. This is in line with the requirements
of the Public Service Regulations (2002) as well as National Treasury Budget and
Reporting Regulations SA22 and SA 23
5.4.1 PERSONNEL EXPENDITURE
Percentage of Personnel expenditure is significant in the Budgeting process as it
reflects on current and future efficiencies. The table below indicates the
percentage of Municipal entity budget spent on two previous Fiscal periods.
Financial Year
2017/2018
2018/2019

Total Expenditure Salary and
allowances
3 679 284
3 627 214.72

Total Operating Expenditure
3 009 085
2 801 533.27
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CHAPTER 6
FINANCIAL PERFORMANCE
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CHAPTER 6: FINANCIAL PERFORMANCE
6.1 FINANCIAL MATTERS
COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE
COMMENT ON FINANCIAL PERFORMANCE:

Based on the consolidated 2017/18 financial performance, the Agency made a
deficit of (R918 507). Overall, the Agency is in a bad financial health.
Note should be taken of the increase of salaries which indicate an average
increase by 6%, compared to the Equitable Share, which only increased by 3%.

6.2 GRANTS
COMMENT ON OPERATING TRANSFERS AND GRANTS:
The Agency is 100% depending on grants and subsidies.

6.3 ASSET MANAGEMENT
INTRODUCTION TO ASSET MANAGEMENT

An asset management unit is established at Lejwe Le Putswa Development
Agency consisting of the asset manager and an official. Annual asset
verification is conducted to ensure all assets are accounted for. Missing assets
must be explained by the responsible person the asset is allocated to on the
reasons why the asset is missing.
When assets are transferred, an asset transfer form must be completed and
submitted to the asset section to update their records.
Every personnel member assets are allocated to, are responsible for the
safeguarding of their assets. Aurecon have previously been appointed to
compile an asset maintenance plans for the properties.

49

LEJWE LE PUTSWA DEVELOPMENT AGENCY ANNUAL REPORT 2018/19

There is an approved asset management policy approved by council in 2014 in
place, this policy is reviewed annually to ensure it is aligned with GRAP
requirements.
The key objectives of the asset management policy are:
•
•

The accurate recording of essential asset information;
The accurate recording of asset movements;

•

Exercising strict physical controls over all assets;

•

Treating the assets correctly in the Agency’s Financial Statements ;

•

Providing accurate and meaningful management information;

•
•

Compliance with the Council’s accounting policies and GRAP;
Adequate insuring of assets;

•

Maintenance of Council’s assets;

•

Ensuring that managers are aware of their responsibilities with regard to the
assets; and

•

Setting out the standards of management, recording and internal controls so as
to safeguard the assets against inappropriate utilization or loss.

COMMENT ON ASSET MANAGEMENT
Refer to previous table and comments with regards to the additions for the year.

Repair and Maintenance Expenditure 2017/18 & 2018/19
(R'000)
Original
Budget

Adjustment
Budget

Actual

Budget
variance

Repairs and
maintenance
expenditure 2017/18

8333

11 272

10 224

-15.52%

2018/19

10 000

20 000

2203.02

COMMENT ON REPAIR AND MAINTENANCE EXPENDITURE:

There is limited funding available to allocate to repairs and
maintenance. Another challenge was that there were no maintenance
plans in place.
There are no funds for repairs and maintenance.
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6.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS
Liquidity ratios measure the agency’s ability to pay its bills and are
calculated by dividing the current assets, due within one year by the
agency’s current liabilities, payable within one year. The higher the ratio,
the better it is for the organization.
Ratio calculations for the month ended:
Name of Agency:
Financial Year End:

30 JUNE 2019

Lejwe Le Putswa
Development Agency
30 June 2019

Current ratio: Current Assets /Current Liabilities (Norm 2:1)
Current Assets

R

30 JUNE 2018
3 094 767.00

R

30 June 2019
87 273.00

Current Liabilities

R

3 393 643.00

R

1 620 385.00

Current Ratio

1

0.05 (times)

Comment: The purpose of the current ratio is to determine whether the entity has the ability to
pay the short term liabilities. The norm for the current ratio is 2:1; the current ratio has dropped
to 1:0.05, the main reasons for this was: 2018 doesn’t look Good a percentage of 0,05.
- decrease in Cash and Cash Equivalents with R2 952 535;
- a decrease in Unspent Conditional Grants

R1 519 182.

Cash/ Cost Coverage Ratio: ((Cash and Cash Equivalents - Unspent Conditional Grants - Overdraft) + Short Term
Investment) / Monthly Fixed Operational Expenditure excluding (Depreciation, Amortization, Provision for Bad Debts,
Actuarial Loss, Impairment Loss and Loss on Disposal of Assets) (Norm: 1-3 months)
30 JUNE 2017

30 June 2018

30 June 2019

Cash and cash equivalents

R

3 002 000.00

R

49 465.00 R

2 140 774.35

Unspent Conditional Grants

R

2 874 316.00

R

1 355 134.00 R

3 207 177.56

Bank Overdraft

R

Short term investment

R

Monthly fixed operational exp.

R
R

Depreciation

-

63 762.00

R

-

R

R

-

R

243 712.00 R

R

68 780.00 R

R

-

199 041
93 914.83
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Amortization

R

-

R

-

R

Provision for bad debts

R

-

R

-

R

Actuarial Loss

R

-

Impairment Loss

R

-

R

-

Loss on disposal of assets

R

-

R

-

Employee related cost

R

Operating expenditure
Cash/ Cost Coverage Ratio

R

3 944 464.00
2 262 171.00

39 280.33
-

-

R

3 679 284.00

R

2 765 373.00

R 3 627 214.72
R 2 602 492.27

5.35 (months)

Comment: The purpose of the cash/ cost coverage ratio is to determine the amount of cash
available to pay monthly operating expenditure, which includes interest, without receiving
any additional income. Ideally the Agency is not able to pay for the operating expenditure to
prove sustainability. The Agency is unable to cover all operating expenditure.
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Grant dependency: Government grants and Subsidies / Total Revenue x 100
30 JUNE 2017
Total revenue
Government grants and Subsidies

30 June 2018

30 June 2019

R

6 262 428.00 R

5 838 642.00 R 6 557 744.14

R

6 262 428.00 R

5 838 642.00 R 6 557 744.14

Grant dependency
100%

100%

100%

(%)

Comment: The purpose of this ratio is to determine how much does the agency/entity depends on grants. The ratios indicated that Lejwe Le
Putswa Development Agency is 100% dependable on government grants and subsidies received during 2017. The entity only depends on grants.
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COMPONENT B: SPENDING AGAINST CAPITAL BUDGET

6.5. CAPITAL EXPENDITURE

Introduction to spending against capital budgets

Total Capital Expenditure: 2016/17 to 2017/18 (R’000)

Detail

2016/17

2017/18

2018/19

Original Budget

260 000

0

25 000

Adjustment
Budget

260 000

0

41 000

Actual

88 436

84 401

213 879.83
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FUNDING OF CAPITAL BUDGET:
2017/2018
The budget will be funded from
own sources.
6.6 SOURCES OF FINANCE
With the current financial constraints, limited funding is not available to fund
capital expenditure .
COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS
6.7 CASH FLOW
INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENTS

Refer to cash flow statement included in this report.
The Municipal agency is supposed to generate its capital from prior Funded
projects. Unfortunately, most projects funded haven’t been able to realize any
revenue. Hence, it heavily relied on Grants from IDC, DPSA and its parent
municipalities to sustain its operations. The entity is facing very serious financial
constraints that agency’s ongoing concern is compromised. The Agency yearly
gets funding from parent municipality to finance administrative issues as well as
Salaries.

COMPONENT D: OTHER FINANCIAL MATTERS

6.8. SUPPLY CHAIN MANAGEMENT
Lejwe Le Putswa Development Agency has its own supply chain management
unit, but makes use of 3 Supply Chain Management Committees, Specification,
Evaluation and Adjudication committees of its parent municipality which has
clear segregation of duties as regulated by the Supply Chain Management
Regulations is effected in these committees. Its internal controls are reviewed by
the parent municipal Internal Audit department on a yearly basis, have
continuously given comfort to agency employees and the board that the system
is fair, transparent and allows for competitiveness in the procurement of goods and
services. Lejwe Le Putswa Development Agency continues to pride itself with
internal control processes which we continuously implement to get Clean Audit.
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Municipal Council will continue to ensure that the limited resources at our
disposal are expended in a manner that translates in to value and growth for
Lejweleputswa district Municipality.

6.9. GRAP COMPLIANCE
Currently, LDA lacks the capacity to fully produce GRAP Compliant Annual Financial
Statements and use Consultants who assist and, also do skills transfer.
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