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SALDANHA BAY MUNICIPALITY

REPORT TO THE PORTFOLIQ COMMITTEE MAYCO! COUNCIL

SUBJECT : CAFPITAL BURGET 2017/18: REQUEST TO GO

AHEAD YWITH THE REPAIR OF THE 10MYA
TRANSFORHMER OF VREDENBURG &5KY

SUBSTATION,

FILE NGO : 16/5/171

DIRECTORATE : [NFRASTRUCTURE & PLANMING 3ERYICES
(ELECTROC TECHNICAL]

AUTHOR : €DV PREEZ

DATE 13 JULY 2017

ITEM NUMBER L es] -

FURFOSE OF THE REPORT

The purpose of the report i3 o inform PordoliofMaycofCouncil and to gat
council to approval Regulation 71 process for the repair of the faulty
Transformer 3 {| OMYA) in Yredenburg aékY substation.

BACKGROUND

QOn 29 April 2017 transformer Mod at Vredenburg Substation tripped on
Master trip, permission was granted by the Acting Director EFS via a
YwhatsApp at 13:31 to arrange for the necessary testing of the transformer.
The Acting Municipal Manager was verbally informed about the situation
and the permission was given to obtain quetations for Strip and Quote on
Tuesday 2 May 2017,

Qil samples were taleen from the transformer on 2 May 2017 and were
analyses by the ESKOM laboratory in Brackenfell. 3amples indicated
discharges of high energy and an increase of acetylens gas concentration
since the previous routine analysis.

Quatations was received frorm Reinhausen, LHMarthinusen and ARM COIL
and the SCM prescribed deviation process was followed for the
appaintment of LHMarthinusen that was the successful contractor,



The repart received from LHMarthinusen after the smip and quoted
indlcated following was damages oocurred to the transfarmer:

Rewinding of all cails [Capar).

Firting of wep and bortom coil isolation.
Tap Changer to be averhaut.

Al clamps to be replaced for the ceils,
Mew wil temperatyre indicators.
Buchhalz relay

All gaskets

9000 liters” oil

Pressure refief valves

Bushings

The total amount for the repair came to R 2 193 638.00 (Bxcl VAT), As this
i5 an unforeseen failurc that occurred during nortmal operation of the
substation no provision was made on the budget process for 201718
financial year. The nature of tho work to be done will result in the 10 MVA
transformer’s life span to be longer than it was ariginally anticipated.

CNTE

As the repair of the transformer is an emergency and an essentia| part of
service delivery which could lead to financial loss for the municipality and
could cauge disruptien or suspension of basic municipal services.

LEGISLATION

MBRR. Regulation 71
(1} The Mayor may authorise expenditure in terms of sectien 29 of the

MEMA, if:

(a) The expenditure could not have been foreseen ac the time the annual
budget of the municipality was passed; and
{b} The delay that will be caused pending approval of an adjustment budget
by the municipal Council tn terms of section 28(2)c) of the Aot o
authorise the expenditure may —
i. Result in significant financial loss for the municipality
i, Cause a disruption or suspension or sericus threat to the
continvation of basic municipal services;
i, Lead to |nss of life or serious injury or significant damage to property;
o



iv. Obstruct the municipality from instituting or defending legal
praceadings on an urgent basis.

The Executive Mayor may not authorise expenditure in terms of section 29
of the MFMA if the expenditure ~
fa) Was considerad by the Coundil, but not appraved in the annual budger
of the municipality:
() 15 required for -
i. price increases of goods or services durlng the year;
Il mew rmunicipal services or functions during the financial vear;
ii. the extension of existing municipal services of functiens during the
financial year;
iv. the appointment, of personnel during the financlal year; or
v, allseating discretionary appropriations to any wyote during the
financial year; or
{c] ¥Would contravene any existing Coundil palicy; or
(d) Is intended to ratify irregular or fruitless and wasteful sxpenditure.

Furthermcre, Section 29 of the MFMA indlcates that if the mayor of a
municipality in emergency or other exceptional circumstances authorise
unforesesable and unaveidable expenditure for which no provision was made
i an approved budget;

2H7) Any such expenditure-

a) Muost be in accordance with any framewark that may be prescribed;

B) May not exceed a prescribed pereentage of the approved annual budget;

c) Must be reported by the mayor to the municlpal council at its nesxt
meeting, and

di Must be appropriated in an adjustment budget,

3] If =uch adjustmentz budget is not passed within &0 days after the
expenditure was incurred, the expenditure is unauthorised and section 32
applies.



¥ GCOMMENT: FINANCE (Sandiso Gewabe 1T July 2017 at 08h35)

The expenditire is capital in nature as it will result in the useful life of the 10
MY¥A transformer being extended. A New project eontaining the fol owing
fnlormation needs to be created in the Capital Budget and council approval is
needed for the <reation of a project that is more than R 100 000 In terms of
the Budget Implementaton Funds and Rescrves and Virerment policy, The
detail of the project to be creared are as follow:

. Capitall Infrastructure; Existing: Upgrading Electrical

| Pmimft . Long Infrastructure: HY  Substztions: Upgrade 10 Mva
Description Transformer 3 Yredenburg Fs

Function Electricity, DISTRIBUTION/MAINTENANCE (386}
'temn Cost, Acnulsitions '

Funding CRR

‘Costing Default
: Region Districr Municipalities: DCOT WWest Coast: Municipalities:

WWCO14 Saldanha Bay: Whale of the Municipalicy

giﬁ';*::t"m" 386-Upgr |OMVA Transformer 3 YBG-CRR

i Budget Amount F.2 193 440 - T

The following IDP Information is also needed to create the project:

‘Mational KP1

| Basic Service Delivery

Strategic Objective

To maintain and expand hasic infrasoructure for -
econorme development and growweh,

Integrated Urban Davelapment

Imnelusion znd access

Service Delivery Gutcame

An efloient,  competitive and  rosponsive
egonomic infrastructure necwork

I_Stl-'.a-.l:ﬁglt Focus Arsa

Customer Care

GPS X Longitude in Decimal Dagrees

352899

GPS Y Latitude in Decimal Degrees

| 18" Q'33.54"E

L



The Impact of the repairs on the bottom line of the Capital budget will be as follow:

. . rirl irirk:! 2017718
Capital Budget: Funding Saurce Approved Budgee | Adjustment Budget
Capical Replacernent Raserve [54 527 |52 156 720 798
TExrernal Financing Fund 35 646 071 35 646 09
Gavernment Granes: Matiang! T 741 650 2| T4% 650
Government Granes: Provincal |2 B8 2574 12 88 1574
Donations (Transnet and Sfsam) 2 000 oog 2000 aQg T
Toatal 125 700 AT 223992 513 )

Furthermore, Section 29 of the MFMA indicates that if the mayor of 2 municlpality
in emergency or other exceptional circumstances authorise unforasesglle and
unayoidable expenditure far which no provision was made in an approved budget;

29 Any such expenditure-
a) Must be in accordance with any framework that may be prescribed;
b} May not exceed a prescribed percentage of the approved annual budger:
¢} Must be reportad by the mayor v the municipal council at its next meeting,
and
d) Must be approprfated in an adjustment. budget,

3} If zuch adjustments budget is not passed within 60 days after the expenditure
was incurred, the expenditure is unauthorised and section 32 applies,

b, RECOMMENDATIONS

[i] That the report be noted

[i¥] That Council apprave the Regulation 71 process repair of the [OMYA
Transformer ¥redenburg with funding source CRR



L

[ii] That the following project containing the strings and IDP details be
created in the Capital Budgec:

Capital: Infrastructure: Exisring Up-gra:':ll-ng: Elecorical

Project Laong Description Infrastructure: HY Substattans: Upgrade |0 Mya,
. o Transfarmer 3 Vredenhurg
Mational K1 _ Basic Service Delvery

To meintain and expand basic infrastruciore  for

Stracegic Objective 3 .
=t ) economic developmant and growth.

Integrated Urban

Inclesion and access
Davalopment

‘| An efficient, comperitive and responsive  ccenomic

Cervice Delivery Outcome )
ry infrasoug ure network

Strategic Focus Area Cuscamer Care
P X Lengituda in Drecimal 3795429 95
Liegrees
gF‘S T Latirude in [ecimal 15" B'39.54"E
. BETESS
Function ' Electricigy DISTRIBUTIOM/MAINTENANCE (3BE)
[tarm i Cost Acquisitions
Funding CRE
Costing Drafault ]
LQrisgrict Municipalities: DCO1 Weast Coase; ]
R.egion Municipalities: WC14 Saldanha Bay: Whelc of tha
[ Municipaliey
Segment Description | 38aUdpgr [OMYVA Transformer 3 VBG-CRR
‘Budget Amaount R 2 193 &40

[iv] That the expenditure be appropriated by Council through an adjustment
budget within 60 days,

I?ff?(f'?
DATE

7 ﬁE;f;f?

FRELIAAAA445FFF+F+dddn

INFRASTRUCTURE & PLANMNIMNG SERYICES DATE
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Memorandum

L=k EXECTIVE MATOR: MR, MARIUS KOEN

FROM:  SEMIOR MANAGER ELECTRICAL: JOHAM DU PLESSIS

DATE  July 11, 2017

F.E: REQUEST TC GO AHEAD WITH THE REPAIR OF THE [OMWA
TRAMNSFORMER OF YREDEMNEBURG 66KY SUBSTATION.

|. BACKGROUND

Cn 2% April 2017 transformer No3 at Vredenburg Substation tripped on
Master trip, permission was granted by the Acting Director EPS viaa
WhatsApp ac 13:31 to arrange for the necessary tosting of the transformer,
The Acting Municipal Manager was verbally informed about the sitatian and
the permission was given to obtain quorations for Strip and Quorte on
Tuesday 2 May 2017,

L Qil samples were taken from the transformer on 2 May 2017 and were
analyses by the ESKOM labaratary in Brackenfell. Samples indicated
discharges of high energy and an increase of acetylenc gas concentration since |
the previous routine analysis.

Quotations was received from Reinhausen, LHMarthinusen and ARM COIL

and the SCM prescribed deviabon process was followed for the appointment
of LHMarthinusen thac was the successiul contractor.

The report received from LiHMarthinusen after the strip and quoted indicated
following was damages cecurred to the transformer:

Rewinding of all coils (Coper).

Fitting of top and bottom coil isclation.
Tap Changer to be overhaul,

All clamps o be replaced for the coils,

s N




-

Mew cil temperature indicaters,
Buchhaolz refay

All gaskeats

2000 liters' oil

Pressure relief valves

Bushings

The total amount far the repair came to R 2 193 638.00 (Excl YAT). As this s
ah unloreseen Rilure that occurred during nermal operation of the substation
no provision was made on the budget process for 2017-1 8 financial year, The
nature of the work 1o be done will result in the 10 MYA transfomer’s life span
to be lenger than it was originally anticipated,

2. CONTENT

As the repair of the transformer is an emergency and an cssential part of service
deltvery which could lead o financial loss for the municipality and could cauze
disruption or suspansion of basic municipal services.

Adequate provislon need to be made available for the repair of 10 M¥A
Transformer 3 for ¥redenburg substation on the CRR of the 2017/ 3 financial

year's
3. LEGISLATION

MBRR Regulation 7]
(1) The Mayor may authorise expenditure in terms of section 29 of the
MFMA if:
{a) The expendlturs could not have been foreseen at the time the annual
budget of the municipality was passed; and
{b) The delay that will br caused pending approval of an Fid]L[Etl'l'lEﬂt
budzet by the municipal Council In terms of section 22(2)(<) of the
Act ta authorise the expendioure may —
i Result in significant financial loss for the municipality
i, Cause a disruption or suspension or serious threat to the
continwation of basic municipal services,;
i, Lead to less of life or sericus injury or significant damage to
property; or
iv. Cbstruct the municipality from insticuting or defending legal
proceedings on an urgent basis.

zlpage.. e e
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The Executive Mayor may not authorise expenditure in terms of section
29 of the MFMA, if the expenditure —
{2} Was considered by the Council, but not approved in the annual budget
of the municipality;
{b} |z required for -
i price increases of goods or services during the year;
ii. new municipal services or functions during the financial year;
iii. the extension of existing municipal services of functions during the
financial ycar:
Iv. the appointment of personnel during the financial year; or
v. allocating discretiohary appropriations to any vote during the financial
year: o
(<) Would contravene any existing Council policy; or
{d) Is intended to ratify irregular or fruitless and wasteful expenditure,

4, COMMENT: FINANCE (Sandiso Gewabe |3 July 2017 at 13h35)

The expenditure is capital n nature as it will result in the useful life of the 10 MyA
transformer being extended, A MNew project containing the following infarmation
nceds to be created in the Capital Budget

| Capital: Infrastructure: Existing: Upgrading: Electrical
“Infrastructure: HY  Substations:  Upgrade 10 MvA
Transfarmer 3 Yredenbure

Project Long
Description

- Function  Electricity: DISTRIBUTICN/MAINTENANCE (386)
Item . Caost: Acquisitions

Funding CRR

Costing | Default

_E;-;;m District Municipalities; DCO1 West Coast: Municipalities;

s WWCO014 Saldanha Bay: Whole of the Muricipality

Segment

Description 335-U_|:rgr‘ 1OMYA Transfermer 3 YBG-CRR

Budget Amount R2 193 644

I|Page



The following IDP Information is also needed to craate the project:

Mational KPI

Basic Service Delvery

Strategic Objective

To  main@in and  expand  basic
mfrastructure for ECoMNOmic
development and growth,

' Integrated Urban Development

Inclusicn and access

Service Delivery Qutcome

An efficient, compatitive and responsive
economic infrastructure netwaork

| Strategic Focus Area

Customer Care

Degrees

GPS X Longitude in Decimal

37754'29 6975

GPS Y Latitude in Decmal

 Degrees

|8 0"33,54"E

The impact of the repairs on the battom line of the Capital budget will be as follow:

|

2017/18 2017118
Capital Budget: Funding Source | Approved Adjustment
Budget Budget
Capital Replacement Roserve I'TE4 527 (58 | 156 720 793
External Financing Fund 35 646 091 35 648 091
| Government. Grants: National 21 742 650 2| 742 650
Government Grants: Provincial |2 88 2974 |2 B8 2974
Deonations (Transnet and Afrisam) 2 000 OO0 2 000 000
| Total 226 798 873 728 592 513

Furthermore, Section 29 of the MFMA indicates thar if the mayer of a municipality in
emergency or other exceptional circumstances authorise unforeseeable and

unavoidable expenditure for which no provisien was made in an approved budget;

292} Any such expenditure-

) Must bein accordance with any framework that may be prascribed:

by May not exceed a prescribed percentage of the approved annual budget;

¢} Must be reported by the mayor to the municipal council at ics next meeting,

and

d) Must be appropriated in an adjustment budger,

A|Pape
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3} If siech adjustments budgst is not passed within 60 days 2fter the expenditure was
incurred, the expenditure is unauthorised and section 32 applies,

RECOMMEMDED! NOT RECOMMENDED
- LARECOMMENDED
(7] NOT RECOMMENDED

%/ 15/7/17

ACTING MJNICIPA.L MAMAGER DATE

APPROYELDf NOT APPRCYED
APPROVED
NOT APPROVED

R 3 (7 |20l

MAY O DATE

SfPaze
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SALODANHA BAY MUNICIPALITY

EREPORT TGO THE MUNICIFAL COUNCIL

SUBJECT: OVERSIGHT ROLE OF COUMNEIL:
IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT
POLICY: 201647

DIRECTORATE: FINANCE
ALUTHOR: H MEEDING
CONTACT DETAILS: 022 - 701 &156
L BATE: 13 JULY 2017
FILE MO 21
ITEM NUMBER: L) -1
1.  PLURPDEE OF THE T

Thz purpose of this repart is to inform the Council regarding the implemantation of the
Supply Chain Managament (SCh) Policy adopted on 26 May 2018, RAS=18 1o
perform their oversight role for the 2018/ 7 financial year,

2. BACGKGROUND

Regulation 601} of the SCM Requlations {GenN 868 in GG 27636 of 30 May 2005 as
amended) states the following:

“For the purpeses of such oversight the accounting officer must —

{il Within 3 days of the end of aach financial ysar submit a raport on the
immamantalion of the aupply chalr manadgameant poficl 1o the counci! of the
murmeipaity.

1 DISCUSSION

3.1 Capacity of SCM Unit:

Tha SCM unit has 12 funded posts. Various officials have lgf the munlcpalily durng
the 20517 yvear and it was a major challenga to fill the vacancies. Thera are
curently two funded vacancies, namaly Acoountant: Contract Management and SCM



(o

3.2

Practitioner: Demand and Quotations and two unfunded vacancies in fha Buyer
Section. Tha lundad positlons ware advertized and the leng hsting of the candidates
by the Human Resource Departrment is in process.  Funding io build capacity in the
unit, was requasted, but no funds were made avallable. The capaclty |15 currently
supplemanted with the placement of intarms on 2 rotabional basis,
sustainable solution lo =sddress capacily problams thal exisl in the SCM unlt
affactivaly.

This iz nof a

Statistical information for the pariod 1 June 2016 tiD 20 June 2017:

3.21 Acguisifion (Deviaticngl:

5 | F -

Murmber of deviatlons 2434 1418 1018
{Incrazsa)

Value of devistions R2B 924 218 | R 25 584 750 R1 339 458
(Increase)

Therg was a major incraasa in the numbser of devlaions. The increase in the
devialions is dus to the change in process with regards ta procurement of fuel in
townz such as Hopefield, St Helenabay and Langesbaan wharg only ang fuel

company  exist,

The Auditor General has given instruction that this type of

procurement must ba done via a daevialion process and not in tarms of dause

J6(5} of tha Z3CM Palicy (dlineat procurament),

The table below providez information regarding the highest fop 6 rand-values
awanded to suppliers or service providers in terms of & dedation process.

—

Ayarded to: Rescriiion: Number. of Amount:
ansasilons:

‘Bitline 74 CO ‘s,e_-nuﬁiy'a'ér&ines 2 R 1 281 852
Broodryk Frofessional 2ENVIoes for 1 R 1164 388
Eazzanger copshuclion  of Sakanha Sport

Field, Phase 2
lgnlle Advisery Compilatlan of reparta, plans and| 2 R 847 134
SANvinas avaluations, faes
Rennle Scurr Fees for  tha  alterations  and 1 R 7T AED
Adandorff additlons to axisting building {or neve

SPCA dog Eboemding fadllly in

Wresianburg
MNadeson Professional feez {exiension of a 1 R M5 342
Cansulbing contract)
Servast Sequrity services 1 © RE7S2M9
TOTAL o 2 k5453 684

f30% of




3.2.2

Awvarded to; Description;

jaasactions:

devialicns) |

There are only two buyers [n the Buyers Saclion (9 562 order lesued). Thiz iz a3
great concern and it has a direct impact on service dellvary, Back logs exlst on a
permanent bagiz and are increased by absantesism (sick leave, annual leave and
raning).  Segragation of duties is also required for an efficient control
environment and additional officials ara nasded Iz braach this gap.

The challenge is going 1o ba addressed as follows:

i) Tha databasa adminlstrators job desciptlon is going to be m-evaluated 1o
Inelude funchans pefunmed in the Buyer's Seclion;

il Diractorates will ba requasied lo make provlslon to move Iheir planning

forvard o accommodate the above.

fii} Direclorabes will be requasted o make provislon o thalr plannfng for
foresaen dalays such as sulstanding sompulsory documentation that must
ba reguested from suppliers, non-compliant Bae matlers, elc.  They will
therefora hava lo star earlier with their respaclive procurement processas.

The table below indicates the number of advertisements plaged an the website for
procurement babwoen B30 Q00 and R200 Q00 durng the 2018017 flnancizl year:

Period Mumlﬁ_E.r of adw:rtié&mentg
laced far ent
betweer R3I0 000 and

200 D00
July 2016 — February 2047 201
March 2017 — June 2017 105 -
Total 133 T

Foor planning is still en issus. 32% af advertisements for procurement abowve
F30 000 was plaged during the lagt three monthe of tha financlal year.  This
impacts negatively on spending.  Additlonal pressure is futhermore placed on
SCM officials to perform their funclions and this is a high rfgk which can resalt in

mistakes or non-compliancs.

mpetitiva bidding procass

Tha iabla balaw ndl¢ates tha number and value of tenders awarded.

Murnber of Tendars 44
. Awarded

42 2

{Increasze}

15



3.2.3

324

YValueof Tenders . R 213081 372 | R 137 406 887 R 25 674 245
Awardad {Incraasa)

Note: The above amounts are the amount that wers awarded and not the capital
spending amaLnt,

The abave tabla excludas the figures of all annual ar repetitive tenders awarded.

The ePorfal was implemented on 1 July 2097, Bids {exduding consbruction
redated ds] musl be adverised on the ePartal and suppliers can generata fhe
bidding documents at no cost.

Thea fallowing raks remalins:

¥ Mo contral over callection of bidding documents:
Thara 15 no control measure in placa to make sure ihat all hiddars haye
received amendments o specifications, changes In datas, efe. if necessany,
and

i} Mo eoniral over amendments made to bidding documents by supplisrs or
SEMVICE providers:
Therg is ne contrel mMaasure in place to maks sure that 2 supplier has net
made any changes to the content of the bldding document whare &5 In ths
past bidders wara only allowed 1o use documents Isausd by the
riunizipallty to encumvent any tampering with bidding decumenls,

Awards to pareons | sqarvice of the state:

Awards o persons in sarvice of the state retnain 4 challenge as long as
municipalitias do not have direct access to tha PERSAL sysfem and olhar public
instilutions. Provincial Treasury has included the ID numbers of officlals and
coungilors in thetr system and provide feedback b municipalities.

Tha Central Supplier Datapase was implementsd on 1 July 2017, Real time
varification of parsons in service of the state ara done bafore an award is mare.

Datahase administration:

The Cantral Suppler Datsbage (C50) was implemented on 1 July 2018, The CE0
is 8 real-time systamn Hhat is uzed to verify supplier informalion before an award is
made, Tha followlng nformatlon s venified by the CS0;

(a)  Businass registration; inclugling details of dirgctorship snd membership:

(k) Bank accaunt holder infarmation;

{c}  Insenvce of the =fate status (Parsaly;

{dl  Tax compllance stalus,

16



(e} ldentity numbers; and
(f} Tender defaulting and restriction =tatus.

The biggest challengs exparlanced s thal the <50 is skl not verifying ihe BEE
slatus of suppflars. This functionality was supposed to be avallable sines Cctober
2016, Suppliers are thus still raguested to submit their BEE status as prazcribed
in the Preferenflal Procurement Regulalions, 2017.

The number of registared lacal suppliera has ineressed from 479 registarad
suppliers {flrsl quarter) to 733 ragistered suppliers {(fourth quarter) as per CS0D
rapart.

4, VENDOR PERFORMANCE

Reports on vandor performance are distributed on & manthly basis to all role prayers with
infarmalion receivad. Quartedy reports are submitted to Councll, This office is in the
procass of compillng & standard cperaling procadure to streamine the reporting procoss
and to standardize aciicns lodged agalnst suppliers.

5. ADDOPTICN OF SCM POLICIES

Tha JCM Paolley was reviewed and adopted by Coungll an 25 May 2017, R10/5-17 and
the Infrastructure Procurement and Delivery Management Policy was compiled and
adophed by Council an 22 June 2017, R100/6-17.

The new Preferential Procuramenl Regulalions were implamented on 1 April 2017,
B. ACHIEVEMENTS

The SCM unit has achieved the following goals durng this financial year:

¥ Successful implemeantation of C8D;

il Succassiul implemeniation of eFortal;

iiil) Successful implementation of roletlon of procurement babween local suppliess for
pracurement below R30 D00 {registerding and linking o commodites}; and

[ Developed a paperess SCM Module for Munaoft for procurement abowe B30 000,

7. CYERALL COMPLIANCE

The delail of compliance in tems each of 1he clauses In tha SCM Regulations arg
included in Annexure A.

8. AUDIT FINDINGS

Mo audit findings wera ralsed againat SC,



2 LEGISLATIVE COMPLIANCE

Local Govammenl: Munlelpal Finance Management Act (At 58 of 2003}
Supply Cham Management Fegulations;

Supply Chain Managemani Policy: Saldanhabay Municipality;
Pralarantlal Procurament Requlation, 201 7; and

Al other relevant legizlation, National Treasury guidsalines and circulars.

10. RECOMMENDATION

{i1 That the report be noted; and
{if) That Annaxura & ba noted,

_ OVERSIGHT ROLE OF COUNCIL: IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT
POLICY: 2016M17

Q‘B/_% w7/ 20m
&

EELIM DATE
MAGER{ SUPFLY CHAIN MANAGEMENT
%w/ rif 7 2017
TLHUE DATE

SEMIOR MAMAGEE: FINANCIAL QOPERATIONS

. % 7/ ?/ 2007

5 VORSTER DATE
CHIEF FINANCIAL OFFICER

%/? r‘r(*z.(}-tar‘?

G SMITH DATE
ACTING MUNICIPAL MANAGER

%u/w f\x/:r /A@;p

COUNCILLOR A VENTER DATE ~
FORTFOLIO COUNCILLOR: FINANCE
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THE SUPPLY CHAIN MANAGEMENT POLICY

ANNEXURE A
SALDANHA BAY MUNICIPALITY

IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT IN TERMS OF CLAUSE 6{2%1){a) OF

"REG | CRYPTIC DESCRIPTICH | IMPLEMENTED | MILESTONES [if applicabla) | CHALLENGES AND
NO | OF POWER OF DUTY {yes ! na} SOLUTIONS
3 Review of SCM policy YES Pallsy was adoptad By Gouwl
on 25 May 2017, R10/517,
The Infrastruciure
Frocurement and Dellvery
Mansgamerit {IPDM] Policy
was atsq adoptad by Gouncil
an 23 Juree 2017, R1COME-17,
5 Sysiomm  of  dglegafions  Yes
- and report o awands
made within 5§ working
days q
B Criersight robe of Council | Yes
7 Supply chain ‘feg Challanges:
mar.agemant unit Mmsufficksnt cepacity remaing
a chaflenga. Mo fynding
was  recelved  far oany
. additional  posis. This
impacts  negaiively  an
sarvice delivary,
& Tralming of =upaly chaln | Fag Various aining was privided
managament oflokals o erplneer and 3CM officiaia
an IFLIM.
11 | Syslem  of  demand | Yas Praygrass reparls {fender plan)
. management are submilted 1o the Munispal
E Menager and Direciora on a
: menthly bagie,
11 Syastermn ol atoumibon  Yes The Manager: SCM  has | Challenges:
management [quatations) witten a new modu's for | Insufficleal  plamning  and
| Murseft for Quotabons above | incomplete dazumends
" Fac Con. Trainirg  was | lads to deays in peacesies
proywded, and  Wmareund  Bme.

Intesnally the users do nal
make uvse of manuasa to
EnsLre that corracl
precessas are falloved and
rnuests  are  complefed
corrachy,

Solulions:
SCM Helpdesk 1o assist
deparments with

compdalion of dosemeants.
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NO

" CRYPTIC DESCRIPTION |
. OF POWER OF DUFTY

IMFLEMENTED
{yas!ng)

MILESTONES (iF applicable)

CHALLENGES AND
SOLUTIONS

1

14

.

‘Gystem of  acquisilian

rmanagement {tanderc)

Lists  «of
prospecine providers

Writtan quotations
{rexEnons  ara  recorded,
authorized ard  moelhly
meports are submilted to
GFQ, MW and Councll]

Yeq

Yes

es

Training was prowided 1o
miigials on the system.

Wz have implomented (he
eroral b ensure lhat poosass
iz apen, far and compeditive.

Chaflengas
Flanning s 3l an iaue, buat
there is improvement.

The €30 was successiuly
implamented  Irem 1 July
JME.

Frearess
Seepar, 323

All reports were  submiited
withln 3 days afler he end of
the menth.

T

Foreral wrtan quotafions
freasons  are  recorded,
authorized and  montily
repodls arg subrmittad o
GFC, MM and Council]

Y B

&l resams  were  submlied
within 3 warking days aiter the
and of Ihe month.

18

, Officer ar CFO in wrting

Mofify  the  Accounfing

an a monlhly basis of all

writhern  quatabons  and
formal  writtén
quatatinns  accapbed by
the affizial actng In tenms
af 4 subedelegatian.

price

g

Al reports ware  submitted
within 3 working days after the
and af the menlk

el

Campetifive kidding
process

Yes

-0

Procadure  far  handling,
opening and recording of
bids

(} record in 8 regigter all
bids recenvad in time;

{u] rnaka  Iha  nEgisler
avaizble  for bk
inspacion

(il Pubtsh the enlries In
e recisler and' the bid
el o e websile
of the muricipality.

Yes

commilee  syatem oy

campet tive bids

Yes

PH

- Hid]

specification
sanimlltaas

vEg

Pragress

User deparments convene
hafare the nal Speciicalion
meetings ko enzure bhat all




b

—

REG | CRYPTIC DESCRIPTION
NG | OF POWER OF DUTY

IMPLEMENTED

___{_1.!'1:5 ! na)

28 Eid evaluabion commiltass

fes

MILESTONES {if applicablej

CHALLENGES AND
SOLUTIONS

Solutlong!

igsles arg addraesad, Al
role players sach as Health |
and Safaty (Mr. Makok} are
imyolsed, Minules are
presenled o ihe
Specificalion Commitles for
censidaration,

Challengies:
Insufficient  planning  and
incomplala  spacifcations
lead o delays in the award |
of bida.

The Manager ECM has
requested 1o buid B
spaclfcabion llkvary o save
ime on re-invanting the
whael gach lime a tender
must be adverlised.
Feadback from  Prowincial

Treagury 13 51l cutslanding, |
Challenges,
Ceparmental  Ewaluatian
Fepors are no! raceived
tmequsly  and  pulllayg
presgurg  oh committee
syatem 1o finalize  blds
before valdlky lapse,
Qugrum problems.

- e Bid acudicaban
COom|theas

ves

The Big Aadjudicalian
Committee  meetings  wis
apeaned o the pudillg,

il Procarement  of goads
and  sendices  ander
contacts  ssoured by
other orpans o stale

Yed

35 Appaintrisnl af
cansaltanls

Yes
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i

expansion of varation aof
orders against the atalnal
cortract

the SCM Polley and ars
managed By the Manager
Exzanditure [ammilment

register].

REG |EH‘I‘F‘TIE DESCRIPTICN | IMELEMENTED | MILESTONES (it applicatde) | CHALLEMGES AND

NO ' OF POWER OF DUTY {yea f no) SOLUTIONS

26 Ceviation  from,  and | Yes
rafiication  Qf  mingr

. beaaches of peocurernend
rOCEsaes o _

38 | Combatng of abuse of | Yes Theza ware no sases hrought
supply chain nanagemant agalinst any ollcal regarding
systerm abuse of the 3CM system,

Effactiva seqreqation of dulles
an] delegations WEre
implemenad.

40 | Chsposal, e Corporate Servicas  has
Moveable {Auction) devedyped 3 Policy  for
Imrrirvabie [Carparale implementation. The Policy

b Services) Iz mal yet adopted by

Council.

41 | Risk management Yas

42 Performarce Yes
raragerteant

43 Ethicel Standards Yfes

45 [njucements,  rawards, Yes )

. Oifts ard {avoura

46 Obertiong and  Yes Mo siaccesshl appaals in g
complants (Appeals) Count of Law wers lodged

: ; aijanst the municipalify.

o0 | Conkract Adrinisiration by All awasds on CIOB werg

made within 21 days after
o signing of cantracl
51 Management of | Yes Farameaters wera incleded o
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SALDANHA BAY MUNICIPALITY

REPORT TQ MAYCO/MUNICIFAL COUNCIL

SUBJECT: PROGRESS REPORT: IDF/BUDGET PROCESS 201718
[(HRECTORATE: FINANCIAL SERVICES

AUTHOR: M GORNETT

DATE: 10 JULY 2017

FILE §1111-2017/18

ITEM NUMBER: -1

1. PURPOSE OF THE REFORT

3.

To submi{ a quarterly report to Counci regarding the progress an the Intedgrated
Develapment Plan (IDPyBudget process for tha 201 #118 budget cycle.

BALCKGR C

The scheduls of key deadlines for tha 201718 IDF/Budget process was approved
by Caunedl on 25 August 2018 per council resclution RE/8-15. This schadula
autlinas the dates on which certsin activities have to ocour in order for ke IDP and
budget 1o be approved within the lagislative fimeframa as qutlined in the Municipal
Finance Management Acl (MFMA).

LEGISLATIVE REQUIREMENTS

(1) The mayor of & municipality rmust-

{a) Co-ordinalz the processes for prepaning the annual budgel and For the
reviewing the municipality’s IDP and budget-related policies to ensure that
the tabled budget and any revisions of the IDP and budget-related policles
are mutually cansisteant and cradibla;
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fb at least 10 menths before the stal of the budget vear, table i the
mumicipal council a time achedule autlining key deadlines for-

(i} the preparaticn, labling and approval of the anrual bodget;
(iiy the annual review of-
{aa) the infegrated development plan in lerme of aection 34 of tha
Murisipal Syaterna Act: and

Considar the Roll Owar
Adjustrnznts Bidged
Consider he scheduls

of key deadlines for he
IGFELdget process for

Mt

{Bh)  the budget-related policies:
P 4. EXECUTIVE SUMMARY
Tha balow mankoned activities up until end May 2017 had o ocour according o
the approved schedyle of kay deadlines:
Data Action Responsible | Targat Target Reaaon for
Department | achieved not . doviation
Achleved ;
15082016 | IDP/Budget Process IDF/Budget
plan for deliberation ¥
+  Prepsre full IDF
Procass
2HOE2ME | FirstiDP i IDP The option o
Fepresaniative Farm w develap a new fiva
= Presentglion of the year DR was
Frocess Plan deglded wpon and
) = The provision of therefore te re-
h' feedback on lhe gstablishmant of tha
sfafus gro and reprasertative farum,
glrategic framewark Tha sorection wll be
companents of e tabled and carrectzd
IOF; ie Kay based an the
izsLes, Strategies lealslatlve  process
and Qblectyes. arwd plar.
glher programs
Special Maysral Wayaral o
23082016 | Committee Meating: Commites
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Cata I Action Rasponslbla | Targat Target Reason for
Deparment | achieved . not dayiation
! Achieved
Special Gouncil Council ¥
28082018 Maeting:
Approve the Eoll Crver
Adjuslments Budget
25082016 | Speclal Cauncil Couneil ¥
Meebng:
Adopt the budget. and
IBP Lime schadule _ o
AMOE2015 | Submit IDPEBudget key v Provided, howsver
deadlinas to Aast IoP the Turmallzed
Coast Disbriet process plan to be
Munizipality considered by
Cauncil and
subseguent
. o adverizsement.
01/09/2018 | Publish IDP/Budgat -
Sehedule of key .
deadlines for 2037718 |
in nerwspaEper and on
wabsile
05032016 | Finance: Request input | Financea ¥
on tha 201718 1arife
from Deparments.
18022076 | IDF Publle IDF v The time period was
2016 Participation uilized to finallse the
astabllshment of the
ward commiflee and
iniial engagerments.
Ward CAIithes
tralmmg ard &
subsequent process
an the ward public
participalions will
have ' be defined
hased on e naw
stralar irent
{wsion, mismen and
o L strategic objectives)
183/08/2018- | IDF Pubhc o The meetings was
02016 Farticipation nostponed 1o
HavembearTeacambar
2015 within all
wards.
1371102076 | Budgel Steering Finance v
Cammittee
[Datarmining Lhe |




+  Prasentahon of
Situstional
Analysis

= |OP Vigipn and
Mission

Brate Actlon | Responsible | Target Target Reason for
Department | achieved not davlation
Achizved
budget principles)
1B V20DTE | Special Mayoral Council v
Cammittea Mesting:
Consigat the budned
pringiples
13MH201E | Flrance: Subent . Fihenge v
Capital budget
schadulas to all
Dirackaratas for
campletion
ST 14M0R20ME | Finalisation of e Hurnan v Data haya bean
Organisational Resources changed by
Rastructuring intarnal hManagament,
pracess far 201748 Adjusted date is now
20 January 2017,
25 Z0EE | Spacal Coungll Coklne . Date of mesting was
Meeting: 24 Qctaober 2016,
Adopt the 201718
' budget principles
18M0F20ME  Finance: Submik Fimance o
budget schedules to al
Diractoraias for
completion af
Cperating Budget
Projects _
1B L2016 Finance: Submit Finance i ¥ The new Frangial
aperating budget aystemn wad not yet
sohedules to all zef up 12 provide tha
Directorstes for budged schadulas to
completion all directorates,
242016 | Al Direclorates: All o Mot &l informailon
Provide ravised sundry | Directoratas was regeived on the
tariffs with mativations deadline. Soma of
to Finance the dapadmants
raestad
postporement dug 1o
certain indernal
processas nal belng
L finalised yab
10P input following OF ¥ Straledic inlent will
B2 | stralegic sessions ; te incorporated inlo

the 4% ganeration
DP
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Date Action Responsible | Target Target Reanon lor
Depariment | achleved e deviation
Achieved
»  Strabagic objectives
and key oubzomas _
1012016 | All Diraciorates. All w Mot all  information
Frovide completed Directorates wae raceived Irom
Capital budgst directorates on the
schedulas far 201718 deadline. The public
wilh mativetions o panicipaton process
Finance was sllll in pracess, |
1712016 Al Direstorates: &l v Accuracy was
Frovide comments to Ciraciorates cordlrmed gnd
Financa an tha adjustmeants was
accuracy and made during budget
completensas of capital CLUting EBESiaNG
budget input captured. tefors  and  after
Budget Searing
_ Committes meatings.
1A12019 | All Diractorates, Al v Mat all inforrnation
Pravide complelsd Mirectorates was received Irom
operating budget directorales on {he
schedules far 201718 deacling, Uncartainky
with mabivallons with regards bo the
new manmer  of
budyeting caused a
tedeny v Informnation
TR S that was submitied.
241172016 | All Diraclorates: All ¥ This gould not be
Prowige somrmeants 1o Chrectorates done due to e Fact
Finance an the that the budget hag
accuracy and la be processed on
complatensass af the new systern and
gparatng bedgsed gt in m3CoA format.
capiured, Mo repart could be
extracted af the time ;
&3 pracessing took & |
very  lomg  tieme.
Tardar awarded 1a
new system provider
3 months later than
plannse.
17120168 | Budget Steering Finance W
andfor Cormmities VWorkshop:
1812008 | Salary afxl Capatal
budget
141 112016 | Fipange Request Finance " Budget staf was
inputs from | busy willh  traiping

Crapartrmants an tha

L Adiustment budget |

end the gsetup of the
new financial systam
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Dats Action Responsible | Target Targat Reason for
Department | achieved not daviation
Achleved
and rarjuasiad inpuls
twe davs after larget
—— T da[al
231117216 | Mayeral Commitlas Coruirical d Dzte: wag <0
heatitig: Movember 2016.
Consider the: approval
of the draft Capital &
Farsonnel Budget for
mgarperalicn in main
budgets
| 2HzE0g - All Directorstes: All v Data was maved
[ t| Frovide completed Direciorates forward  with  one
- adjustad budget waek dus ta
schedules for 201617 problems with actual
with mativations to amouis  on e
Finance financiel system,
291201 | Ordinary Council Council ¥ Cate af Coundil
Meeting: , eetitg wez 6
Gonsider tha approval Cecember 2016
of the deaft Capital &
Fersonrel Budget far
incarporation in main
budgets
0322015 | All Directarates: Financa o Budgat slaf  was
Prowvida comments 1o busy with the setup
Firanee on the of tha naw financhkal
acouracy and syslern and
completeness of sehedules was only
tapntal hudgat input send ot on 15
- _. aphured, Decamber 20615,
« | (B f2017-  Budgesl halanging ' Meslings did not
120102017 gezgions wih all taka placa dus 10 the
Directorates budget not  being
completed vat,
Delays  with  tha
irtegratlon of
syslems WHS
_ _ expanenced.
230172017 | Submit Summary Draft o
Dperating Budget o
CF0 ) _
180272017 | Special Mayoral v The MAYCO did not
Committee: Consider take plece as the
Maln Adlustments budget was not vat
Budget compleled. Delays
' wilh the integraticn
| _ _ of  sysiems  was
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draft Budget & 1P

27

documenls was not
completed  in  time

Date Action Responsible | Target Target Resson for
Cepartment | achieved not daviation
Achlayad
auperiancad
18022017 | Werkshop with Eudgel W The workshop did
Steerng Committee het 1aka plage as the
and Mayaoral budget was net yet
Committas (Al completed. Dalays
Councillors imyited) was B peay e e
with the irtegreton
of systemas.
022017 | Spacial Council ¥
Maeting: Consher
approval of Main
adjustment Bixdget
“2802/2017 | IOF Rep Forum - Ne IDF reg forum
» Presentation of hava bean
the draft IDF ectablishead as
and Budget enlsting  structunss |
ahead of public was utilised, All ather -
partlclpation actions Waz
A—— achleved with the
»  Proriizad linkages and
Projects and finalisation thereof o
Frograms b& done with tha fimal
= Draft Revised submisslon  of the
anabysis draft IDF for
s Draft Ravisad adoplicn.
Objeclves and
Siretegies
» Draft Projects
and
Pregramimes
N linkad to budget
/0322017 | Budget /ADF Agendsa to v The budged |
be submitted to ail documearts ware nat
Louncillors camgleted  In time
dus b various delays
with  the  integratecd
aysiems, Adenda
was submitted
Admin for disfributlan
uh 22 Mareh 2017,
18/3% 2017 ' Special Mayeoral v Maycs took pace on
Comimittas Meating: - 24 March 2017,
Tabling <f ke 201718 The budgal




| Date

Action

Responsiie
Department

Target
achieved

Target
not
Adhiayed

20032017

Special Council
Meeslling: Tabling of Lhe
20171 B draft Budget &
IDP

200002017

| 2900312017

220352017

Distribute =31l budgat
redated documents 1o
all couneil's offices and
libraries for public

Inspeaction,

Submif budgetto NT
and PTin prescribad
fammats far inputs

Advertisa budget for
inputs and comments
m lacal newspapear and
pace on munlsipal
webaite;

Reaaon for
daviation

due ta vanaus delays
with the integrabon

. of systems.

Meeting took place
on 28 March 2047

April 27

Prondncial 10F
AssaEE mant weaek

03,0020 7
o
2801207

Public Meectings:
Annauncement and
glecussian of budyet
for represemations o

; b submitted for
carnsidaralicn

Meelings took place
from 3- 12 Aprl 2047

280472017

Clozing of commants
and rapresantatlons on
the Draft [P ard

Burget @15 h 30

Q40502077

Special Council
workshap: Congidering
all i puis andfor
akyestians on the
budget and IDP,

budget relatad pollcles -

and supply chamn
management policy.

Special Mavoral
Committan Maating.
Fing| considerstian of
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Crata

Action

Rosponsible Target
Department achiewved

Target
not
Achliavad

1G0T

naw [OP & Budget 1o

be propased to Council
for adoption with due

gonsidaralion of inputs
received.

Reason [or
daviation

23ME2017

Spesial Coundil
Meeting; Firal
consideratlon and
adaption of new IOF
and Budget,

RECOMMENDED

&l

Thal the report he nolad;

AV

MANAGER: BUDGETS
¥ CORNETT

e

W

DATE

ot J/i

SENIOR MANAGER: FINANCIAL MANAGEMENT DATE
5 ROETS

—

GHIEF FINANCIAL OFFICER

m

PORTFOLIO COUNCILLOR: FINANCIAL
SERYICES
COUNCILLOR A VENTER
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REPORT TO THE MAYLO AND COUNCIL
SALCANHA BAY MUNICIPALITY

SUBJECT: RESULTS OF INVENTORY STQCK COUNT
PEREFOEWMED IM UUNE 2097

DIRECTORATE: FIMNANCE

AUTHOR: < DE KOCK
DATE: 17 JULY 2017
FILE: 520

ITEM NUMBER: &8 -1

1 PURPOSE OF THE REFORT

The purpose of the report s to table the results of the inventory stock take
performed at the electical and main municipal stones.
2, DISCUSSION

The annual stock take was performed during 13 fo 15 June 2017, The resull
of the slock count at the electrical and main stores was as follows:

Dascription Value
Surpluses W ain Store F0B 430
Electrical Stora _ 0280
Petrol ] 5 156 |
Total of surpluses 22028
Losses Main Store . IF0 112
| Elgctrical Store i 10 714
| Diesel | 77 029
| Tatal of shortages 457 g55
Net Surpluses L 255073

The result of the previous sfock takes were unsatisfactory. To ensure accurate
counting and counting of the correct items, the store was rg-amanged to
accommaodate the Increased number of stock items. All stock dems werns
neatly slacked and property markod, Four in-depended counling leams werea
gppointed and the four stock clerks had to accormpany the counting teams o
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ensure counfing of the comect items. Tha result was that a number of jtems
that were identified as balng lost during previous stock tzkes were now
cotnted. When the sub stores were dissolved during 2015, the stock items
ware transferred 1o the main store and becavse of limlted space, various tems
were stacked and it was not easy to identlly the different items by the counting
teams. The valug of these ilems amount fo R281 225. The aulcome of the
June 2017 stack count, when the value of these surpluses are redussd with
the R281 2325, smounts 1o anet foas of R26 152 {R265 073 — R291 225),

Control over the stock did improve considerably. One area of concermn s stil
the stock issued after hours whan standby duty is performed. A manual
requisitron is completad for stock issved after hours and the departinent must
issUe an alectionic requision as soon as possible thereaftor o be capiurad
on the financial system.

Iy crnder {0 improve contral aver the stock issued after hours, the stock clerks
were inatructed to slgn off an the manual requisition to proof varification that
the stock items and quantities correspond 1 the elactronic red)Uismtion

Petrol showed 3 surplus of 432 Itres. The valua of this pelrol amaunts to
RS 158,

The diesel shortage of & 877 litres to the value of R77 029 was written off as
shortages. The following was the rasult an 13 June 2047 and agaln on 30 June
2017,

[ Date of readings in respect | Munsoft flitres) Electranic fual —I
of Dicsel on hand systam {litres] |
Diesel 13/6/2017 | Zgreia | 22 8459
Digsel 3062017 | 20 BT84 22 477 8 |

In order to improva contiol over fuel, arrangements were made to take the
electronic meter reading each clay at 16030 and 3h00 the fallowing day. The
varignce musi be compared to e fuel issued aftar hours and recordad in the
posting achedule, In the event of any discrepancies two stores personnel must
vigw the camera footage to ensure no fuel was taken in an unlawful manner,
Record of the findings must be kept and i the avent of fuel being stolen e
prescribed procediere must be folfowed,

The following measures were implemented to combat the variances thatl aecur
i the fusl lavals:

= A beam systern that triggers an alarm with an armed TRELONGE COMpany
to react,

An electronic fuel gauging sysiem was installad.

A manuzl reconcilialion to detect variances was implemanted.

The petrel pumps were calibrated,

A valid calibration cerificate is required for the pump on the fuel defivery
truck,

E F r =
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+ The opening in th= fance was changed and a gate installad ta ensure no
fuel is wasted because of excess in the pipe that cannot be deposited in
the tank.

= Acamera system was installed to view foatage if larceny is suspected and
if the alarm is triggered.

The unexplained variances in the fuel quantities howaver stil persisted. Upon
an invesligation, it was found that the fuetustion in temperature do hayve an
impact on tha fuel volumes due to the shrinkage and expartsion thereof which
may also be a regson for he experiensad differences.

Everything posstble will be dane to prevent a re-occurrence of the current
Situation.

3. DAMAGED AND UNSERVICEABLE STOCK

Damaged and slow moving items to the value of R222 914, attached as
Anngxure E, were identified with assistance fram the variaus departrments gz
belng no longer serviceable These itams should be written off and disposed
with the rest of the cbsslete assets

Durlng the stock take, the following additional ilems with a total value of
R11 432 were giso identified as damaged and unservceable and should atsg
i written off:

Stock Nr | Description ' | Quantity Value
. | : R
M5285 | JUNCTIONS- 150 x 100MM | & 212
a0 PAY SLIPS ) 10 2R/0
MG6701 | SVEN CLEANER 2750L _ -
1 3
W7364 | OVERALLS I FIECE BROWN
. 2 582
M7365 | QVERALLE ZIP-UP 2 PIECE |
| BLUE ) 1 305

The ashestos y - junclicn, item M5295, has Lo be dealt with acconding & the
requirements of the applicable legislation as well as the municipality's
asbestos palicy

The container of term METO1, oven cleanser is damaged and should therefare
be desiroyed as it may poze a danger to sormeone wha comes in contaat with
the conbents,

Items M3501, M7364 and MT385 are Salkdanha Bay cpecife and should
therefore destroyed.
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4, LEGISLATIVE COMPLIANCE

[n terms of section 63(2) (a) of the MFMA the accounting officer must engyre
that the municipality has and maintaing & system that accounts for the assets
whizh include the inventory stock of the munlcipality. In order to be able
comply with thig requirement a stock count of the inventory in the main store
was conducted

5. FIMANCIAL IMPLICATION

{tn 30 June 2017 the inventory surplusas and losses for the 2018017 financial
year, as reflectsd on (he lire lems, are as follows:

Line itern nr ' Cescription Burget Accumulated | In excess of
total an 20162017
SOMG2017 budget
R R
_ ) R
106 680048 | Inventary
| Surpluses 18 100 §719 (EE TG0 DER
106 140284 | Inventory
Losses 208 000 431 832 123 932

The ahovementioned accumulated totals include adjustrnents made in raspect
of the whole financial year. A stock take wae also parformed In Nevember
ZME.

COMMENTS: ACTING MUNICIFAL MANAGER

The repott and recommendations are supported,

¥.  RECOMMEMDATION

(i} That tha repor be noted:

fii) That the following siock adjustments done In June 2017 be condonad:
Degcription TAnnexure [ Amount
Main Store Surplus A 7045 430
Elgctrical Store Sumplua B 1 280
Petral Surplrs 5 156
flain Store Losses C (370 112)
Elecirical Stare Losses D {10 7143
Diesel |  Losses (77 029
(i} That the following additlenal identified obecleto stock Bems amounting

to R11 432 he wiitten off and be dealt vath as indicated;
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Stock Description Quantity | Valug  To deal with
No - I accordingly
MEZ25 | JUNCTIONS. B 211,701 Handle in terms of

Y150« azhestos lagislation
| 100RARA _ and policy
MESC1 | PAY BLIPE 3 10 278.53 | Destroy
METOT | OVEN
CLEAMER 1 5324 | Destroy
275/ :
M7364 | OVERALLS
2PIECE 2 581.78 | Destroy
BROWYN
M7 365 | OVERALLS
ZiP-LPp 2 1 304.78 | Destroy
PIECE BLUE

(v} That the damaged and slow moving items o the value of R222 914
attached as Annexure E, be writien off and sold in terms of Council's

Asset and -SCK policies.

ﬁ%} {T/?/zm?’

CHIEF FINANCIAL OFFICER fOATE
M , .r'?/ 7 / A0:)
PORTFOLIO CHAIRPERSCON COUNCILLOR D VENTER { DATE
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T. Purpose of the report

Ta repart to Council in ferms of the legislative requirernents and regulations of
Section 11{4ka) and 52{d} of the Munlcipal Finance Management Act no 56 of

2003 {("MFMA™} a8 well as tho relevant budget regulations.

2, Legislative compliance

Reporting activity | Lagislative Report to | Frequancy
reguirgments

Table in council a| MFMA Section | Accdunting | Cluarterly, within 30
consclidated repart | 11{d)¥a) Officer to | days  afler each
of all withdrawals Council quarter

made from  bank
BCCOLES during

quartar ) . )

Repoart te council on | MFMA Section | Mayor  tn | Quarnterty. within 20
the implementation | 52{d} Couneil days after each
of the budget and quarter

financial siate of i

affairs |

sechon 11{4)a} =tipulates that the acccunting officar must within 30 days after
the end of each gquarter table in the municipal council a consolidated report of
all withdrawals made in termns of subsaction {13(b) to {j) during that quarter.

Section 32{d) stipulates that the mayor of the munisipality must, within 30 days
af the end of each quarter, subrmit a repart to councit on Lthe implementation of
the budget and the financial state of affairs of the municipality.
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3. Mayor's report

Council musl take nat that the report is based on preliminary figures due to the
year-gnd process and preparation of the annual financial statements not being
finalizad. Tha spending of the capital budgat and implementation plans reflects
80% az at the end of June 2017, or R184 745 070 out of the R232 280 911,
The eapital expenditure incurred for the month was R3IE 478 544 compared 1o
the antioipated capital expenditure of KRS8 014 385, which should’ve beasn
incurred in June 2017 to ensure that the capial budget was spend. We
anticipate the capital expenditure ko increase because of additional aszels to be
capitalised as part of our year-end procedures, however the spending is stil
below the target of G506,

Total revenue is balow budgest by 3%, which ara explained in 3.2 below.

Tatal aparating expanditure is below budgel by 15%, which are explained in 3.2
balow.

The cash and cash equlvalents are expected to decrease further in the future
due ta capital expenditure funded from own revenue,

The financial situafion is still vary =ound, Refer to section 17, paga 20 to 29
where a financial ahalysiz with the focus on fhe Long Term Financizl Plan was
perforrmed.

3.7 Resohitions

The proposed resalutions wall be includad in the recommendstions at the end of
thiz repaort,

3.2  Executive sumimary

In this report where the revenue and expenditure deviations are discussed, the
explanations. if any, are highlightad in Table SC1. Refer to page 39,

With regard to the vaniances in revenes the following is highlighted:

- Property ratas: A positive varlance of 2% is recorded. This s manly due to
changes i the supplemenlary valuations and new properties added that
could nol have begn foreseen thus not budgeted for.

- Servlge charges: A negative varianca of 2% is recorded, This is due to the
billing estimate for the parcd 16 June 2017 to 30 June 2017 not yet
accountad for on the financial system and to be finalised by end of July as
part of the year-end programme

- Investment revenus: A positive variance of 21% is recorded. The
invesiments are dependent on the working capital requirements of the
munigipality and resultad in higher investments made than budgeted which
resufted in higher inlerest far the month  Refer ta section B, page 14 ta {5

FPagz 5af22
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Transfars recognised - Operationall A negative variance of 5% is
recorded. This ia manly due to revenua for the month of fune 2017 nat yot
recagniszd which will be finalisad by end of July 2017 as part of the year-
end procedures,

Other own revenue: A negative varance of 25% is recorded. This is mainly
due to traffic fines revenue which are budgeted on an accual basis, while
the monthly recognition is besed on cash receipts which is materially lass
than the rewvenue o be reccgnised in temms of Generally Recoghised
Accounting Prachce (GRAF), The accrual adjustment to actual amaunts will
anly ke parformed afer year-end

With regard to the wvariances in respect of expenditure the follawing is
highllyghted:

Employee coat=: A positive varianes of 4% is recorded, This is mainly dug
to vacancies which weare not filled as onginally planned for and unexpected
resighations of employees.

Depreciation and assef impairment: A positive varance of 22% is
recarded. This 15 dug to the low capital expendilure during the financial year
and infrastructure assets ncluded in work-in-progresa anly to be unbundted
at year-end, The unbundling of capital assefs and the full depreciation run
for the vyear is still n process as per the year-end programme and
anlicipated to be finalised by end of July 2017

Finance charges; A positive variance of 8% is recorded. This is maimly due
ta interest on unspent granis and {inance leases which were budgeted for,
but no actual expenditure was incumed 1o date.

Matarials and bulk purchases: The payment for electricity bulk purchases
will anly be paid in July 2017. Therefore, a posilive varianee af 14% is
recorded, This was not yet accrued dfor in June 2017,

Other expanditure: A positive vanance of 18% is recorded for the month of
June 2017, The variance is mainly due to the traffic fines impairmeant which
the municipality budgeted for during the Adjustment budget, but no actual
impatrrment 1= included in the yearde-date as the astual impalrment
calculation well anly be parformed at year-end.

Capltal expenditure: The positive varlance of 20% is due to low spending
during the year. |t is anticipated ihal the capilal expendiure will increase as
year-end journal entries and payment for expenditure will still take place a=
part of the preparation of the annual financial statements, Soe section 12 for
mere detailed explanations on page 16 te 18
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3.3 In-year budiget statement tzbles

Although the numbers are populated. It does not take into account certain

accruals, and therefare is not 100% accurate as refarrad to above,

(2} Takle C1 Monthly Budget Statement Summary - Refer ta page 23;

(b) Table C2 Menthly Budget Staternentl - Financial Pedonmance (standard
vlassdication) - Refer lo pages 24 to 27;

{c) Table C3 Manthly Budget Statement - Financial Pedormancs {revenueg and
expenditure by municipal vote) - Refer to pages 28 to 31

(d} Table C4 Monthly Budget Statement - Finangial Peformance (revenue ang
expendlture) - Refer to page 32,

(&) Table C5 Monthly Budget Stalement — Capital Expanditure {municipal vote,
standart classification and funding) - Refer to pages 33 to 36;

(ft Table C& Manthly Budget Statement - Finandal Position - Refer to pags 37;
and

{g) T=ble C7 Monthly Budget Staterment - Cash Flow - Refer to page 38,

4. Monthly summary of Revenue and Expenditure

The year to date actual revenus and expanditure fod the maonth varies with the
hudget and a negatve variance was recorded (sae balow)  The reasons for the
significant variances are included in paragraph 3.2 abova,

Financial Performance - 20 June 2017
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3. Withdrawals in terms of section 11{4Ha) of the MIFMA

Fafer to page 50 te 59 for a listing of withdrawals,

6. Debtors report
A5 per supporting table SC3 - Refer ta pane 49 for detsil.

5.7 Bebtors as at 30 Jdune 2017

The lotal gross debtors outstanding as at 30 June 2017 is R174 million, which
represents a decrease of 4.93% from the previous month.

6.2 Movemeni in arrear debtor’s year-on-year

A0-tun-1E 3 -Maya7? I-dun-dT

Gross dsbbara o WG 22T 302 152 E3EEAZ . ITIER1 613
_Ln_Eﬁ-!iZ Pioyision [or oed debt -10% E‘E_1 455 ¢ &0 fa1 0 A5 Q53 050
Mat dabiors £3 345 837 53 337 183 a8 Bag ¥4a
G e om-ant in ot debtom =1 9%

21 Juby 015 - 20 durd 2004 . 11 174G 2849 11 7FES
G .l 201 FE — A0 Jurs 3097 v T O [ FYH TR 5. 82034
01 Juna - 30 Jure 201 . . =841 £ o1 R

9.3 Debiors per category as at 30 June 2017

Catcgary FO-Jdun-17F 31 -Muy-17T Movement 4

L= R T ) o T o LFT ag<4 S 7TAZA&TT -2 BT

Bl rwan 49 117 127 51 Z90 &TS -3 4374

Houmaho o s 118 803 152 125 351 sS4 -D.23%

CHher 583 205 403 STVE —1.B7%

Total TA73 SB1 818 _ 106= 090 nee FE-FL
64 Deposits

According ko paragraph 6.4.4 of our Gredit control and debt collection pelicy, a
minimum deposit of two months is regurred o be provided by the consumer.

Our deposits do not cumently reflect this and the total deposits held for water,
lectriciby and refuse ara:

Sarsics Curmant siotuz

Wigkar 3 201 AHEG

Eloclngiky . 11 75 248

Hese B72 331

Tatal degaon s . 19 826 &TE

SCuarflase= io fou of sary Icoe 4 148 3485
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£.8 The sraius of interes? charged ob arraat dodions

Interosst
chmrged
19 =51 =339
(=l == A i B
B =D 521

Ferisd

Foap tbva paanicod ardlng S0 Juns 20717
Forte pencd andimg 30 Juyrme 2015
Faar ibma poeicod andling 30 Juns 2095

6.6 Cash coliection
This ratio is based on property rates and service charges and excludes
houzing and sundry debtors and is an indication of the tofal eollections receivad
versus e billings.

Dabt collaotian rate (Rates, Electiciby, YWater, Sewe Fag o angd Rofusod

-

YT 20{%mT

Groga Dabiars npAnlng balkanca
Flus- Rawrnus rom Raies + Serdloes (bilirggz)
! Inter=at oo debiors
DO Eapeacted Frowislor. Yessr-Eirud
Wiinue: S Ragirsy Jebiton g Ba loace
s BNlT. Exmpaciad Prowadon Yagr-End
v Bad deXy el o

RE-L- e
7dE BE1 370

10 354 43F |

a3 Rcoczipls

201546

173 =48 TalB
oGGa 2=4 530
dEAarF 400

Drivicdeand_bry:

Rewande from Ratos & Scrulocs [blng o)
O Expoctod Froulslan: Yoar-End
Inleract an debtors

Aoy pnlabad de bt eolecBon ale

g 5378 0T2
(151 223 St (168 227 302)

(T AT aFE
f18 215 576) {m D40 718y
724 0= 308 858 343 7E2
TOE 331 ZTq EEE 325 55
3575 072 -
10 35& 437 B LAY OB
725 559 BFYY EFT HEd il

$0.a% o7 .25

5.7 Meter reading cycle and date of accounis

The meter reading eycle for June 2017 was fram 22 May 2017 il
14 June 2017,

Charges for services consumed were made on 21 June 2017 and the bulk of
accounts went out an 28 June 2017, Accounts are payabla immediately on
receipt of the aceount with a final payment date of 17 July 2017. Interest will be
charged an debt 30 days and alder,

58 Mumber of custorners

Mumber af &SSouis 40 Gad
Prropertites & esluaticn roll <40 TS
MlumbEer af wabar rwelars 26 180
MureiBae of abesliGify marers (1 = 2] 22 a8z
Mok e af propaid algstecity rredarrg (1) 17 DaE
MLwribzm P ol st onal ela cbd ety rratars {323 .. B agd
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6.9 Sistuz oh acecaunis banded over o debt coliection
ANTNcies

According ta Council's Debt Collection and Credit Cantral Policy, acccunts musd
be handed over o external aftornays for coliection after the legal process has
been followed up fo the paint of judgement, or if a debtor has defended a debt
collecting case.

¢.10 Age anaiys’s of debicrs

| | L WL | owE e "1
£ERNKE famend © NIDASE  GRDWYS | MOMY 1T A0S | SIS VAT RlEREST (1
| 32T PERSETACE _ .
|ELL¢r.ﬁ3TF 137 b R Hm ™zl 2 | 431471 14N WM BIEN IVY
RATES aodz| M0 10070k, ®IcM| PTIEED SDSIVIES d|  EMevY  deEECOR
REFLGE REWeL JEELR| ATEE | SDGAN| hiIS)  #EE WAKME|  raMEY|  exMes| oo
SENERAE HMAal RO | ST KN WREGE|  RANIMC] SMIAR| M
WATER A0 G| moims| RS ainap EnecEm | egmea|  TrER:| (edER
SlHCRY | 1% E&L: |- ) Sk H4E] 1R ildEr] LEH Bt M
UHALLOGATED: 180 E5 ' ' - . - I
TaTL fass, wtead | daroa| amae somen| smianl ussoal oem] s
1K M5 107 Al & K o ¥ IR T ] i I EY 11534
|roraL 26em T ] T I LT T I R e TP I ST THIR LR
6.11 Siatus on employees' arrears

Rates and services

A0+ days Tatal
Employaa owtslanding aulatedlog Comments
Eieslalal 25 439 SO ELE Arpungemaen|: horeaeadio B 1200
TPErpeE 14 2oy 15 E4T Artangamenl; Comrent and RA00 oo ae from 550902016,
Willernze . FRE- 3456 Arrangeti2nlR M) po as fom SR04,
styaElha 5 39 ABEE Mrrangemend; Currenl and R<0D Em Fom 255017,
Mk cngesi M 2 7T JEEE Amangement Curanl asceun? and RS20 pm - Had 8 waksr lakage:
s o 17 1AM Wadm- on Sowr cenleed, 1odlze b pany Was sl
Tohal SE 157 BE EDT
Housing loans

90+ day= Total
EMpIoyas @ uslandng oulstanding ©oMmons
mllHLAC] 32 M a5 o023 05 897 Slop Orderof REI0 om fres 259052008,
MaART KS 18 B20 15 142 Sies Ordar oF R R pr Fom 250046,
MARLCLIZ Fg 1% 354 12 874 Sfep Crderof RES00 pin forn 25102016,
PaPIiER RS 1847 1 714 RS0 pim fram 25 EN1S - Wite KE Paola- Tebakbaa
Toial 6 520 88 427
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612 Status on counciilors aresrs

o0+ Jay's
Counsiltar gutaianding

Nops

Tatal
pli3landing Commenis

5.13 Number of indigent households

Nurmnber of nousetwoldy at recrlves free beslc waber

Chuanta oF frees bas raisr par howaahckd
Total ke of water coneurned by Ihdigenls

Muambar of haueaholdes hat recelve froe bEEID albct-iciny

Murmben af sausenolids inat racelvwe FEE (prapaid)
Mumber of RouEaholds thel racelye FEE (Esko Prepadh GBS+
Numbar of Feuzesalds the recoive FSE (corveYlaral)
Numbar of Fousonglds tha recana FEE (Ezharn Canwent cid

Suantum of 1ee elaclrsity per hows abohd
Gorwenoarsy elatitisly consumed
Frapaid sacinicity issued

Mumhbar of househdids receivity Mrow bease sanilsiion
Muombar ol housebaldt recoiding fras haaig refzee reroval 7 464

#.14 Cummeni actions

Debt collecticon actions

The debt collaction processes can be accommodated by Munsoft hut anly up to
ihe staga of final demand. The development of the syetermn to sccommaodate the

legal processes is in pracess and awailed.

Tap 20 Accounts

Mo Aceaunt halder
1 San Fanmet Corperaban [Py iled
. B Mrwpa Emkegy innoumben [Py LD
3 Mok 1A
4 Weel Cogel Miragl=s (e Lig
£ Sa'danha Digeel [Pl Lk
B Zearma 18 (Pl _hd
7 Depwormen Pubhc nodes
3 Whasten Hosol
¥ Soulem Saict Prep 172 000 L
10 Cre Viglsn 138 Ty L
11 Sowhem Sgnd Prag 112 (PLA Ll
12 CamashodbdFE
15 Brlamia Bay Dawsuoers [Phy |
14 forealidetad Lirme Warks

18 WDk Coast Micacen (M) Ll E T2
18 Blssike Toiophone Metwarke Acqazg
*7  M.asio Properties T (P Lid Fa5 502
13 Mualale M 235 403
1% waler1 g ATH a2
20 Miehas Ik 21 075
Toml 13 335 47

_Eﬁ"ll'l':ﬂ
kO 260
7 3Ge Ty
i 022107
E15 212
B4 533
A6l 741
akE T
411 574
405 513
305 B40
Whe: (as
538 427
335 0d2
15 549

! 65

¥ 453
P Kl

ES 534
¥ 700
E SiH

474

S0 hath
1204 980 v
1621 Y76 il
& 5674

Eaagon

Efla-l srargss diz>ned

Azcouivaas hardad awver far legal praceez!ngs
Acrolrd wind he nded over forn kgl proosscings
Perclng i casa

AL waas bended o {or ‘agel proctedings

Ao wa s fEndec e for ngrl procgadiras

Paymert ame rgemarks are @wailog

Fayme—t amangemart: aé aewaited

Accourt was hancicd oaer G kepal proeeedl nns
Crapue ragand. -g reies

ACtutt Was e coer bor Imgsl pracaed] s
Bt WAl fanced cuwee for [hgal promreedings
Faymem amncamet Inplace

Argdul wak Famded cuer for g el proceedings
Ferdding uonl s

Aol veae Fanded swer for ksal prageedegs
Serautwas kandad aver o Ryal prazeedings
A oecl rediral mesWee 1B4an

A g2l At mesIRs 15N

ATAnge et &1 RE00 BT pumer incsded
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Corrective action baen taken:

Many of the above accounts were handed over for legal proceedings whilst
other accounts are defended or disputed. On some accounts payment
arrangermenls were concluded aned at other accounts the process up to
judgerment were already reached.

Projact activifies

Club Mykonos HOA — sewerage agreement

Review of Hopefield charges

Guest house f self-caterlng units review

Vacamt land stands assioned ather than vacank rate tariff
Eleclricily prepaid metars — review in progress

Geneal valuatlon 207

Sub-divisions review

Vatar change over o SBM

Further revenues cpportunities

+ LUpdafing of 2016/ 7 dalaset

d F ®F B 5 & &

Additicnal revenue identified

since inczption till 31 January 2017 an additional income of $RS 1 million per
annum was agresd by SBA.

Status of debt of govermment departmants {State)

Depanmeanis Raigs  Serdices intarest  Other (xundnas, ete,) | Grand total
Mallanal Beparlments:
Matioews ! Pk i Wnrks BIJE 290 ZoeTa1? 74 ET4 . 23 BE2 1441 458 .
Provinclal Departmants: _
Tramspad & Publcwmrks 473 003 EREL1Z 4ARE1H 08 TER . 140 TES
Fdicaticn - = 120 43570 - . T4 580
Heallh ' - 20340 T e Lo BER0IG
Sousing . - 13455 3 4B 515 . 14 876
RForal Devrloprre - I8 & TED - H1a¥
473 Qi3 1 05400 Sd8 456 109 347 2133 E&
Total owielanding 12819593 30} HZ . 1123130 139235 | 5577 6E4

Collection of autstanding debt on vacant erven

The two attorneys o which 35 accounts were handed as a trial, responded and
some funds were cellected. Some of the owners of prapeny gave the aftornays’
the full mandate ko sell their property, Tha fracing of consumers living abroad is
=till @ challenga. Further feedback from 1he allorneys are awsited.
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Handing over of debt exceeding R200 000

18 Accounts with actstanding amounts exceeding R200 000 weie handed over
lo attcrneys wia Council's Legal Services Department in arder to oollect.
Reason lor this, i= that legal processes for amounts excesding R200 000
should go throwgh a Raguanal Court,

7. Creditors
As per supporting table SC4 - Refer to page 41 for detail.

The Balanca of creditors as at 30 June 27 amounts to R3 305 881 The
creditors consist oul of suppliers which are providing services within the
municipal area. Na creditors are outstanding for a perod longer than 30 days
other than creditors amounting to R281 859 where Lhere have been disputas
over the amount payabla or invoices for stock ilems (nventaries) received more
than 30 days after the siock was capiured on the system and posted against
the creditor, The municipality cannot make payments untili the disputes are
resclved,

Bea:  Creditor: Ageing - 30 June 2017
m T . 130dayr
L%

Sfurment 8 Hegdays  oaldan v S dmys " 120 days
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Below is a lisl of the top 20 creditars as at 30 June 2017.

Ha Creditor Hama Hakirfice
1 medoank HHQ1ES
2 WCT Cables & Elecinaal Whaokes 410220
3 Ligudwlze WZF Joirt Venlure 503 241
4 JHT Hydranlics 210 B34
= amaprefino G 10 28
E Mardeda Verl En Hardewara 171 B¥5
7 Supreme Elacwcal Sopplles 160 29%
B rHaiewa)y WMetka ok 1EH 514
B Came Ekectrical 8 Cormmodiles 11K DAG

10 Gemic Moon Trading 7 108 810

11 Sebemmsare Triding 23 S0 105 1EE

12 Afica Hospila! Suppias 100 217

25 Imeula Trading SO ¥5172

14 Weskis Enjn Heshowarg Q3 CGh4

1% Abegus Mloro Sysle=ms Saldarha a0 aT4

1E Parh Baukeva-d Toading 3% S8 7S dan

17 1L.H Mathenusan- Cape Tava T2E/N

18 Bated Qndersels 528375

19 Bridgesiom: Sowh Africa Comme Gl TTE

Z0 Re.nhauaen Souh Alice 53 105

Tatal 3182 252

B. investments

Refer to page 42 for mcre detail,

Inatltutfon Balance Balaiee Enlanwe Balance
Iddunds I JdunE - 3H-May1?  30-Jun-17

ABSA _ : £4 070 521 88 075 320 118 524 4°% 1193340 751
Firsl Malions Benk © 30800785 G2 ODE QDR 00 Q53 844, A0 HTE T
Slandard Bank, . 51730470 03 360435 112 182 420 <3 E26 130
Medbank 87 SGE G52 102 355627 B2 OTE 600 167 757 50
Ieistes G1 340 347 B7 M40 880 06 30 444 G6 USSEIS
Tatsl Invesirments 313 326694 £33 369 259 500 054 636: 505 553 448
Cash on Hand 22710 ot v 22710 24 710
=ash Book TE 247 724 B0 110083 53125076 47 1E3 510
[ ofal Cash amd Cash pouksalents 305 599 129 502 590 957 552 252 422 652 784 E77

ouring the manth af une 2017 call investments of R85 000 000 was made and
call investments of R3S 724 000 was neceived, whlsh inceeased fhe total
amaount invested at 20 June 2017 fo R505 593 448, The closing balance
Includes the intarest earnad.

On 30 Novembar 2016, the municipality took out a guarantee amounting Lo
R4 740 000 with Standand Bank for the transfer and registration of the property
kKnown as Ef 1750 Vredenbuwg from Medbank Limited. The property was
registered In lhe Deeds office this the guarantes was transferred into the bank
accaunt of Nedbank Limited and imerest deposited inte ihe municipality's bank
acecaunt amounting to R177 870,
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The increasa in investments from REDD 054 836 to RE05 593 445 is as Foliows:

OexcripHon

Aclual imemAatmant S4/05/204 7

Intaraat acCiuea
Intsre st reconed
Invostmenta maturad
I aiine nes Mmade

Invostmcents 30082017

8. Allncation and grant receipts and expenditure

Amount
B0 Org E=r3E
2 X200 g8z
(3 04l 07a)
BB TRA Q0]
5o 000 oD

FoE 583 A48

Refer fo pages 43 ta 45 for detail. The grants register has been reconciled and
balances as at the end of June 2017,

Below s a reconciliation of DORA Gazetted granta:

Reconcllalipgn Grant Regisber 201871790 June 2017
Anlacca 3¢ L EFTFINT IS 2 TCH Taiul B3 1ana
Eyunglag | 211 guls dernpahe 3 Cxzendioira baj DBe (rpr]

Hipns FrSrant H-H-EI'-. 2k LTEY In::!pu Inrl I leeaan m
Dpes Gridik +ehdld.4eand dares cna 115 3wk #Ely Trf BB v44 047 SL07 | 49 OGG 10344 | 111 411 [FTH
Findic # funagamanl Smn _— Fraz - - RECER » aTh AE .0 .
Hunlz pal InvaLkalam Sam Wiz - - IHZbk B Uk bad.lG
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InGluded in ke tatal receipts abova is an amount of R473 530 which relates to
interest received on funds held in a trust gocount. This was due ta the land not
yet transferred nto the name of the municipality relating to the Vredenburg
Urzan Renewal Project.

The municipality has received a total amaount of RE2 832 Q00 in respect of
equitablle shara and R161 402 jor a skills development progiamme subsidy
which are uncenditional grants.

10, Councillor allowances and employee bensfits

The preseribed schedule SCE is complsted and in crder, to comply with section
84 of the MFMA. Refar to page 46,

The total EFWWF grant amounting fa K1 071 000 waes fully utilised as af 30 Juns
2017

11. Material variantes to the service delivery and budget
implamentation plan

Capital expenditure for the month ended 20 June 2017 is 30% which already
fakes into consideration orders cangelled, YWe anlicipate the capital expenditure
to increase because of addficnal assets (o he capitalised as part of our
year-end pracedures, howewver the spending iz =6l balow the larget of 959

12. Capital expenditure performance

Refer to page 50 for 8C 12 and detail of a capital surmmary per directorate and
par funding source.

The year to date expenditure amounts to R184 745 070 This represents 80%
af the capifal budget of R232 280 911. The tofal actual expenditure-to-tate
comparad to the CGapital Budget reflzets the following information which iz alzo
highlighted i the graph below

Pape Lh ol 22

70



Pro-rata hudget R 230121 878

Actual Spant R 184 745 670
Pro Rata Budget undar-gpent R 47 535 341
Percentage of Pro Rata Budget under-spent 20%

Actual vs budgeted capital expenditure

. Budget !
T - '
—hrtual I
150 B0 I_ C mmm e mnm e e e . [ttt Wirarh :
' "Il.a"r - Arkual i

i L [P Year)

1““” .E. saan - = mrmrmm—

: =—Tresdline - Actual{feerane
: Y] i
muuu. PR . I
I
] ;ff e e e e o e . . |
I"-‘i L e T S G A :
'5’“ ﬂnu S et ot mEmsaras = o oam t—— aw . s e - .

The current year's expanditure palterns are 12% above that of the previous
year and with year-end journal entries and paymenls to still he perfarmed it is
axpected W Increase even more. The capital expendlture incurred iar the month
w3s R38 475 544 compared to the anticipated capltal expenditurg of
R#6 014 325 which should've been incurred in June o ensure that the capital
budget is spand, '

Capital expenditure per directorata
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200 90h
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Capital expenditura by funding source
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13. Supply Chain Management report

Befow is a table that symmarises the supply chain management process in
terms of quotations and bids against the capital expenditure;

Blds Awarded

CAping | Bpending

Aclju uned v Capal Y tiordale fexc
CLOTATIGONS aMD BIRS Budgat Bucger orders |ssusdp Sreers e sl
Quntiiare 251 224 105 £31 55007 -
ET _. w0a14g §5e? 0% 171 1491 994 -
TOTAL: CAPITAL BUGHSET 233 280 911 ooy 184 T4E Q7D -

The orders issued amounts are excluded in the year-to-date capital spending.

The following table gives an indicalion of bids awarded versus capital spending,
(It should be noted that the percentages must be based on the total budget of
hide in the different categeriss and not actual sxpenditure as Lhis = an

indication of contracts awarded).

BIDDIMG PROSESS: TAFITAL

mmeERT Fevissd Buadgol

=L Toh ]
Peroontage Spending Tean
of anjusbe-l  to-ciate {mac]
tudgat  ordem dssusd] Odera O nd

Ak!= myorrimd A0 RGE dEd J8.E% 186 281 5333 . -
E5h 3 i1 pRGC b . q 43 623 21%. 1A AnE; -
[0z In procass and BE2RIrd S w ok - N - -
Fids bahind sciadda - 11,11% -

B dz %o bo maarded 1 04040 271 =01 rbe Rl

B.ds carralkea ar reveaedsd snoadpustiod .

Bucaet 1745 418 R 57C 744

TOTAL 208 148 AHYT 10095 171 im4 mum

The orders izzued amaunts are excluded in the year-to-date eapital spending.

Bids that are behind =chadule are dus to

L=er deparmments not adbenng to the

=et dates on lhe tender plan for the subinission of specifications and the
finalization of reports Lo the Bid Evaluaton Commitiee,
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There was one bid awarded during June 2017, Cre bid was cancellad during
the manth of June 2017, This information: reflects on nur tender control plan pr
11 July 2017,

There are currently 13 tenders in process. Thiz information reflecle on our
tender register on 11 Juby 2017,

14. Bank reconciliation

The bank reconciliation for 30 June 2017 has hean completed on time.
Refer o pages 47 to 49 for cash flow raconciliation.

Lash book and bank batances are as fallows:

. 30-In-15 Ehlun1E 2 -May-17 L A-dunddTr
Uimsh Aok EalSce . B v247 724 R 113888 R bBA{BE Ve H 47 1832 &6
Eank Hafanom F 75067260 R BE4ERITTER R SES927 544 B 4G 370 Qo

1%, Ring-denced commitments and reserves

Fo-Jurn-17 3A1-May-17

It R'QO0 R'"a0a
Cash and Gash Equivalents GE2 7RI 553 282
Come e nts 437781 " 413 48D
Unape crditional gands 37 555 A¥ 120
Loan iepaymant dug ) - 44821
Capilal replasemont roseneg 47 3149 e 135
Capial conlribadians 12 502 11 337
Heudzing dews Bpment funds A20%8 4244
Self insimseice funds 2 Boh ¥ Bag
LInspert oans GO 3B 14 571
_Pirnpeerty sales procaeds o 1B14 4 B8
Cantitner deposis 15 83 18 215
R edirgemaz Nl berefit cbhgailan Ul TS50 o7 OE4
Ly serviczes earde 1% 322 17 168
Legre and bonuaea 21 9438 21 BB4
Prondsion for environmanial rebabilitation 103 110 104 1591
Aurpluaf{Dafict{Working capll) 114 981 138 284

16. Actual borrowings

The total outstanding borrowings as at 30 June 2017 i= R127 143 311
Barrowing amounting io RS3 180 000 was received on the 26 Jung 2017 and
loar: repaymantz amount o R10 847 420 (including Interest of R 4 044 385!
was made in June 2017, This excludes outstanding leases that are included in

the C schadubas .
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17. Financial analysis

Refer to supporting lable $C2 manthly budgst statsrmant cn page 61 where
detailed calculations are included. Below are the historical results of these
ratins since 2013, as well as for the current month, Caution must be taken when
Imterpreting tha current month's rato, as it will not be as accurate as audibsd
yaar-end resulls,

Liquidity:

This ratio is vsed lo as=ess the municipality's ability to pay back = short-termn
limhilties with its short-lenm assets,

Ml Jun=13 F-Jun-14 W-Jun-1% BaJun-16 Fr-fun-7
Liumant Aoz Ld41 BIT 94 h34 855 575 5l 08T 7o G4 53] 4 . 653 472 226
Curart Lk bigs 121 169 &0 137 7EG B55 145 525878 175 335 £ 14 44 355
Curmnt =t 447 2.ER AT 368 405

Watsar distributon losscs:

The purpoge of this ratio = to determine the percentage loss of polential
revenue from water service through kilelires of water purchased but not sold
because of losses incurred Lhrough theft [ilegal connections), nen- or incormect
metering or wastage because of deterlorating water infrastructure,

A0 -1} H-Jun-14 Jo-Jur-15 0-Jut1B HM-Jun4T

Walgr distrbbon lossas 14.30%: 15 BGR- 14.49% 1d.39% 14.14%
Gearing ratio:

Thig ratia is used to express the total [ong term liabilities of the municipality as a
percentage of its total funds and reserves,

_ 30-Jun-13 =t up=14. I0-hin-15 H-Jun-18 MJuna ¥
Lorg Tarm Borow mys L R &2 930 320 35 117 0496 TRECH 198 127 143 310
Furzs ard Reseter; ] 194 bEb 437 91826 4i. TH ?43_ DB 111 597 615 7113 10T
Garing Ratic 0ar 0.a7 LK . 085 1,78

Flaasa note thal the gearing ratio for the pafod ended 30 June 2017 doas naot
agree to the suppoding dable G2, a3z the ratio in 3C2 does not take into
consideration all the reserves of the municipality.

Debt coverage rafio:

This ratio is used to indicate the level of revenue, excluding operating aranls,
that is available o service its debt payinents for the year,

A0-Jun-13 A0 -Jun-14 AQ-Pari 18 I0-Jun AE J0-Jun-17T

Toisl Sp=railrg Rawarsm - )
Dawdirg Srane R CES 327 1EF R £20 HEd SA8 K BS0S4A XIS R BD- O®a REA R B uZaTo

Dbt 2arics poyr )
duawittninancialyaar A 18230828f B WMI02653 R 11730333 R IFAFRI&IS B Z1ACAGEE -

Dakd Covechgs Ratlo 1.5 EERT] F T 44.59 3E.B5
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Outstanding services dabtors to Revanue:

This ratie 2 used to0 Indicate the net senice debtars nutstanding as a
percentage of the tolak annual =ervice revenue.

0 Jun-13 Ad-Jur-1d 18-Sl 5- F0-lun-16 3-lun-17
Tucal usERding s=rdoa )
dpkylous B1 L= ~5% A Bag ey EE 202 178 T1 X% a9 B2 A apg
i ravAnds racslasgl G
EENLGER . . ¥ aranas 410178 {6B =44 %7 445 AYy AR Y| 511 235515
Qubplonsing Sarmce
Qubtors 1o Revenua 15, 10% 18.0E6% 16.01% 14, 53% 12.15%.

Please note that the outstanding serices debtors to revenue ralio for the period
endad 30 June 2017 does not agres o supporiing table SC2, m= tha total
outstanding service debtors includes housing and other debloss which does not

form part of service debtors

Cost coverago ratio

The ratio indleates the runicipalitys ability to meet its monthly fixed operating
commitments from cash and shom-term investmenls, excluding condilicnal
grants, i.e, how many monthe of cash is available to cover the fixed monthly
commitrments,

0-m-13 L 30-Jun-9% 18- Jun4 % I0-Jun1g Sl uned 7
tAwallabibs cas!: + Gues ety 432 231 3&0 d204zF 11T EELELER abE 570 Ear ESITRYETT
NorLhhy e cgeraiana .
Seerdime 078 5B2 GG 192 483 61 254 507 A 4348 E(012 L3 diraidd
Cestoeverage Aile T.49 T.df 445 T34 798 -

18. Municipal Manager Quality certification

The signed guality cerificate as reguired in terms of the Budget and reparting
regulafions for the budget statement is atlached as page 66,

19, Recommendations

t. That the report in terms of section 11(4){a) and 52id) of the MFKA
tfealt with in this rapor be noted by the Council;
2 Thal Council takes note of the scheduls C staterment tables on page

23 fo 65 atlached;

3. That Councll takes note of the signed quallty certificate for the budget
staterment on page 66; and

4. That Council takes note that the report is preliminary, due to the
process of preparation af the annual financial statements.
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20. Approval of the report

L doid

T WILLIA
CHIEF ACCOUNTANT: AFS & RETURNS

5 GElRTE
ACTING SEMIOR MANAGER:

FINANCIAL MAMAGEMENT

5;7/’L _

3 VORSTER
CHIEF FINANCIAL OFFICER

G SMITH ’

ACTING MBNICIPAL MANAGER

EXECUTIVE MAYOR
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W14 Saldanha B4y - Table C1 Monthly Bwdget Statement Summary - M12 June
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RECON CASH FLOW: JUNE 2017

Opening balance: cashfcazh equlvalents

As at 0107 2016 L02 510457
Investments 433 269 250
Cash g hand 22 710
cash book 69118488

Ousing balance: Cashfcash equlvalents

As at 357062017 -YTD 552 781 0¥} Code CRA 4200
Inveskments 505 553 498
Cash &n hand 24 710
Cash book 4} 165 510

Balanpe for Month : Inc/Decr in Cash Held

As 3t 30/06/2017 - MTD 480 145 Code CFA 4120
Mlovernent: Imsastments L Ligals
Movarments Cashon haad 2 140
mMavement: Cash book -E 021 557
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EMNCGLIRIES
Thaodom Willlasme
Chief Accountant; AFSRetms

GHJALTIY CERTIFICATE

|, Gerit Smith, the acting municipal manager of 3aldanha Bay Municipality, haraby
certify that

3 {mark as appropriate)
o Tha morthly budgse! stabement
Cuality report on the implementation of the budnet and financial state afiairs
of the rnunicipality
m| Mid- year budget and performance assessment
Fer the month of June 2017 has baen prepared in accordance with the bMunicipal
Finance Managerment Act and regulations made under the Act,

Print name «—---———-- BT {102 T S —

Acting Municipal Manager of ----Saldanha Bay Municipality (W0 147--—

Signature !

T (7132] 701 FUCO « F: [037] 715 1513
U@ chm pov.za @ wwew he poy,.ea
Frivata Dag W12 = Yredenkarg « 7380 .

Senve, Grow aad Svcceed Together




SALDANHA BAY MUNICIPALITY

REPORT T2 THE MAYCO AND COUNCIL

TOPIC: VISIT ABROAD TO FRANCE
DIRECTORATE: FINANCE
AUTHOR: STEFAN YORSTER
DATE: 17 JULY 2017
FILE: 11735
ITEM MUMBER: a7 -17
I. PURPOSE

In accordance with paragraph B of tha Subsisvence and Travel policy of Council 2
comprehensive exposition is required for official internatlonal business cravels. The
following must be includad in the expasizlan:

- The nature and reazens for oficial business travel;

- Ouecemes and banefits derlved; and

-  Expenses [ncurred.

This must be reparted vo the Spesker! Mayoral Committee at the firse meeting after
the date of return and the report must then also serve befora Council.

The Executlve Mayor has in terms of it delegated autharity approved this overseas
trip an 2 May 20(7.

The purpose of this report is thercfora to provide the required feedback to all
councillers en the France study rour.

2. BACKGROUND

I have atcended the Summer School for key municipal role players thae was held |n
Randburg, Joharnesburg from 3 — 5 April 2017 on behall of Saldanha Bay municipality.
This event has been hald since 1999, and 2007 was the | 3th Summer School held.

-2
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The 28| 7 theme of the sumimer schaol was “The Growth Agenda®, and focused on:
- The key rofe of Long Term Financial Planning;
- Dptimising available resources through alternadive service delivery mechanisms
and shared services; and
- The issue of accelerating inclusive growth and the municlpalicy's rale.

A comprehensive report of the sumimer school |s attached a5 Annexure A,

As in previous years, the Summer Schoal was lollowed by a study cour o France for
5 delegares chasen from the April 2H7T summer school. The France study tour has
proved in the past o be a pood opparwunicy for South African municipal officers o
leart best pracrices freom their French counterparts.

I veas fortunate o be selected as | of the 5 delegates for the French study taur. The
other 4 delegates selected were:

- The Finance Portfolic chairperson of the City of Tshwane;

- The Municipal Manager of the Stellenbosch municipalicy;

- The Chief Financial OFicer of Theawaterskloof municipallty; and

- The Dapucy-Chief Financial Officer of George municipallty,

The study tour took place from 28 June 2017 = 7 July 2017,

3. COST
The majority of the study tour cost was carried by the INCA Capacity Building Fund.

The cost for the study tour for the munlelpalicy was as follows:

: Detail ['Total

i Travel and accammeadation cost oo France {carried by INCA Capcacit;.r ! T
' Building Fund)

“Wisa ;'l'ppli:'atic:n fess | by

" Travel cost frem SR Tambe back to Cape Town International Airport. 2 287

' Subsistenca allowance 30 June 2007 8 |uly 2017 {9 days x 129 EURO 16660
| xRI435) e

| Airport parking fees | 120
l"l"ﬁ'fhl.m e e c e pat EE




4. DISCUSSION

Tha scudy rour fecusad on:

A practlcal exposure to Leng Term Planning and integrated development to
ensure sustainahbilley,;

Fublic transport a: a catalvst for Inclusive econotrle growth and urban
densification;

Public Private Partnerships and Public Partnership as an alternative service
delrvery mechanism; and

Collaboration amongst municlpalities and shared services o optimisa resource
wrilisation.

The vaur itinerary is attached 2z Annexure B,

A feedback of the study cour report was prepared by the 5 municlpat officlals whe
attended the raur, This cansolidated repart |s attached as Annexure C,

i would llke 1o express my gracltude 1o the Mayor and Councll whe allowed me o
partake in the 2417 INCA Capacity Euilding Fund study tour. It was an experience
that | will ramember for 3 long time,

5. RECOMMENDATION

(1 That the repart be noted.
577: 17/ /2017
[
MR 5 YORSTER DATE

CHIEF FINAMNTCIAL SFFICER

fﬂw ' .fl/.a“r /ﬂ‘”\’

!
COUMNCILLOR A YEMTER DATE
PORTFOLIC COUNCILLOR: FINANCE
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THEME:
“THE GROWTH AGENDA”

35 April 2017
The Feirway Hotel, Setperk Strest, Rend park, lohannesburg, 58
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EXECUTIVE SUMMARY

INTRODEA TR

The IEBF tocal Gaverament Summer Seham of 2017 ook poca from 3 — 5 Aged 202 7 o Hhe Faivbnay
Hotel Ramdpark, Joranmesburg. The three-day Summer Schodl focwsed an the dthemie 'The Growth
Path and proved to Be axtrervely veluahia to the muatipo! oractitionsss and other stokehotders who
aftended it, o= canfirmed by the feedback recehved,

PRESENTATIONS AND FANEL SISCLISSIONST

The foyarcs oed speakers wera carafiilly sefected to ensere the defegotes is grovided with imsigheful
presenrations focused on amg-tarm financlal placedmg o unlack and enlimlse the funging sources of
Il goverrrngtl; wlternotive service cefivery mecharisms and shared services o expond omd
agtisse mumapa resources; the realiiigs umderpiiaing the growth ggenc ro e porsoad e 54 orkd
business/gaverament interactian ana relationships.

Reggie Boego, Group R0 of the (ity of Jahanresburg, delivered the kevnote oddress on “Lomg Term
Fingraial Pluns are Koy te Accaleraled uid Sustaingble Sroweh’. He shored the Cof jourrey from
being ir o Mguidity orisls o 2009 te fowng echleved fnancial stadnity and gregi-taility tRraugh the
implementation of o Long-Terer Fingnciol Plon which fecilitoted o terneround strategy. In the process
the O’z copltal budget funding mir of own, fiscal ond borrowed fungs shapped considarabiy with
much less dependente on gronts and on Jncreased copacity be spend better ta Jmerave cervice
delivery in ohs fong rerat.

Fhe rope "Effechive Erqogerrant af the Flarus” wep presenbed By Uivike Beitbor, Chief Dicectoe Ueban
Developrnent infrastructure of Aetongl Traosury, Uirke explined the formolation armd strechoning af
whe notiorg! budget, ke division of revence omorpst the vorfous spheres of gavermment; the looal
govercment fiseal fromewark gnd igepl govarmment Innsfery wih emphasis o0 the ool
Goversment Equidotle Share formolos and the changes thot followed an the infrastructore QroRts
rewew which was done #n 2024, She also discossed the ‘gome changars” that aere Jdeastlfied to
mprave menicipal financial manogement

enr Dorfling, Soeciollst Advhuor to Gront Thormion and prewvious IMFO Fresidani, :oiked obost
Prigritising Ouwn Financlal fesources ond Revenge Erthoncersent In dealing with the budget, Ben
feoked ar the glanming cpcle amd walue choin, prerequesites, bedgar detgds, whol @ o funged oo
belfgnctd budged o St revEMYe and Sapital investment, He forther cxpended an revenue by
discozzing revenue and debtors” manegement, the Biiing valse choafs 2nd sorfF sehadules gnd soces
and emphosized the importance of fomg-termn fingncia) phanning te Bring all these componenis
tragether it o colerent strotegy.

Afthe worr Tyl CEQ of (PM degdt weitdl “Mwnicipg! Borrowings within the Contaxt of Government
Palicy’. Attle reflacted on the !mpartance of municioal barrewings s 0 soprge of fiading and to
make it recl e discussed the current stete af horrowings pertatning ta the municipolltles and metros
that gltended the sdmarer schacl, He furthermore provided » cepical assessment af o monisipality's
cradif worthiness and used 9 procted! gxample of long-Lerm Foanae! plenmiog fo ndleee how the
Jumding mis cor ke mrarkeged,

Directar of Gapp Architects ond Unban Designers, Erky Woad, spake about Spotial Blanpdng with g
Lamg-Teem Focws, A backarawsd, Ao decnsed why good ohans f7ll by the wayside ond whot meeds
o hnppen fo easure good plens do get anplemeanred, He [hen shored first=hand experience vie
warlous case ctwdies with the delegates, inter afia the Victorle & difred WWaterfrant In Cape Town, the
Mandela Squore fn Sandtor, Johenmresburg ond the Gouteng Spotio! Devalognment Framewark
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Turaimg te other resources, At Bottng, Lovol Savernment gnd PP Spacapilst, Joglt with the tonlo
'‘Expomdimg Regoirtes — Allernaine Service Delfvery WMechanisms She Jocked gt the concept of
‘Frpanded resoenrces’; the scope fir alfermeiie sendoe delivery RESHIREME witen omd why o
canstder these: the different tppes and the oracess fo faftow te exnlare and imolemanr sich
alitemattve meckamisms, She olso prowiced werious cxamp'es of PPPs and dealt with the challenges
aad comstraine inwaked.

Star Waltare, Jhared Services Specwalist ond previogs Adurtdcipal Moooger of Thesweaberskloal
gadressed ‘Optimisation af Own Rescurces. He lacked of the histary of shared services; the need ond
purpose thereof ond £he different kradels. He crxplained &who are the koy stokehalders end their rales
as wel s the kep principles and dafhverobies. Tha typleal furcilans which eowld be nclucled ac shoread
Fervices Were discussed g the risks, pitfolls ond reoscrs for foifure, Lasth, he spoke about the
Servive Level Agreement for shored services and whod showld be the cumtents $heregl

The piendry session an “Expanding and Gniimisation of REz0uwrcds wos modernied by Albeit de Kierk,
afunicioal Menager af the Midvaa! Lacal Municipelity. The procticallties af afteragtive servics
delivans machonisms ond sAdeed serites wers further flashed oot ond speeilic emphosis waos placed
an the sssence af good feasitllity ctadles ang contract mgnogamant,

Speoking about the Key Insights amd Recommendations of the Growth Agende was Ana Bernslain,
Excputie Oiractor of the Cantre for Daveloprent and Enterprise, Ann pravided o sobering cutiine of
the reclirles facing 547 the requirernents for effactie reform and the prioctiiies b be ganreszea, o
was clegrly painted ol that 54 needed o new opprooch o tronsformaoticn to ensure uRemplapmast
and rgguniities are odiressed trouoh imlrsivg growth omd develzument,

Arthur Germond, AFD Reqana! Ofrector for Afeice mtaderated the meamhy session dealinp with
Tontributing ta the Groveth Agerda’. T wos o fuely, interactive session of sharing o the lecal
ecadsems development gxparig teEs ond chaltenges of the represented muacipolitiesmetres. The
mportance of gearing ond Sruciuring the ecopomic sgenda 0 ok the most of pernerimg with
s tors ok Broodening the econostc bese wiere deboted ond @ nomber of good sungestions wers
b I AT 2o

The Bregkouway Groups were given the opportumiy to internalise the informatian reczivad thrownh
the presentations ond in the plenary discussions ond gove feedbook on the questsons posed to thern.
The presenters for the Red Dot Grodp was fogoie Scholtz ool Geroidine Mettlern, resqestivelyr
wumicdpal dMMenager of Swartiond and Stellenbasch Loca) Municinalities. Afhert de Klerk acteg as the
speResorson of He Blue Dot Grodp, Both growps Jdid extelent presertations which capiured the
essence af rhe debates of the swmmer schoo! ang Mnked 2 these e welpe-odd of peocricol
experience, The sbsolute essenca of howiRg Lowg-Termn Fngnciol Mens to drect ond steer
deveiopment and srable fingrcie! sustainzbllity end resilience veos cleorly articukobed,

by Lag Martinter fraom the Jrelfendosch Uaiversing’s School of Public Leodership, sproke ohowt
Appiying the Principles of Business to local Government. Len spake pbout Wity RTINS
matter; the differences between government and busitass and the arivers of discantzne in ngat
goveramend, fie provided ehoupht-proveking conténd o How municipolitics fart become good and
gract ang the rals of feodershin and ‘angvalion thergin. He gove 3 Aumber aF exsteales af Trart
cities’ wihich can senw o5 a relesmodel to oities end secondory ctes in 54 and challenged the
aelegetes to pot e dppe of long-term planning in ploce to became saoh smart cilies,

The tapic ‘Bravers of Effactive oad Accountoble Busimess Engogement with ool Govemment’ wos
prasented by Jannke Mootnern, Exacutive Cloiroean of the Moodiran Geanp, Joennia Zieeehy aericukried
the carcept of coflectve responsitilitty of Gusimass amd govematent fo work foesards @ sesbafmebie
ecandmic fiture i 54, Ae spoks obout the oriteria which will enoble investment; the shortcomings

1
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that both buciress and loca) governimentt AUSt Sadrss ond the woy fordars ko infhigte omd
fraptarment il Susinersaauerament resaensibiity fr cevelopment.

Johann Afetbier, Clty Monoger of Nelson Mandsh day Metrg, moderated the plapary secsior which
dlscassed N Mew Matrix for Sovermmett/Business Co-ogperotion. From the discossion, It became
cleor that municipalitivs seed chempions, Ly, individieods thert fas connnedny of fenure ond the trust
af Decsiness, overmnent ord commanities as well os iong rerm I0Fs and fimencfol plons to create and
cemaent a sharad wision omd goals b epattle inolrsive growdh,

SRECIFIC POSNTERS ENTANMATING FROM THE SURIASER SCRGOL:

I A long-Term Finoncial Plan [LTFRY is the essertiol toal that o municlpality needs to focilitote
fironcial sustainobifity and resifience ard $he cepaiy 1o defiver oo #5 govsiapeenial and senvice
fdefvery mpndnte oo o surtoinoble hass, f i« then essentiol ro obtmn e buwp-tn of off role-
ployers, e, the politicions, execetive team amd other stokehalders ka the strategies omd goals
therein 5o thet it becomes frstitotionolised orid obbeit caflactive aecauntnbiity, Furthersmors, o
ravigw it o @ contimuans Basl ta re-canfirm or adiust fopger term assumpnions 7 order for the
plon to mainioiR its predictive obilitr ond creclBility ond fer JE bo ressain e musielipalifes
witiobe finomoiod pieds,

2. L5 assantial for muenicipatitles ta ealeck ond cptimise ol e fundicg sowroes qusiebla Lo Joeel
GUVETTIMmSL, L& Sunt rdvenue, faeal trengfers grenis and barrouwing fram tha market ond then
te Bave the porrect il of funding o moundoie the required goldity ard te show smbdlity e the
murIcigality’s funoing strovegy. Maay mumiclipotities are credibeathy bud skl urdec-borrowed.
The ot pirn hes chopged, the agrionn) Beoos 5 facdag ne ngrense in gebt repoymenr and the
effect thereaf will spil over to the division of revenue and the gronts availabde, n shoret,
muricipmlities will racd 10 BERa micee responsitalite for M5 fundivg. MR o long derm fnanclal
plan, @ neraBer af current mon-crealtvearthy municipaiiies wilt also decame more aterocthve [o
fenders and moust be regdy ta make Lse af the opportunity.

3 As ‘mportond gp the quodlum of ideeskrznt @ the malure opd Mg gaguencing af the
Infrastructure imvastment needs to be emphosised fr order to hove o positive fmpoct on the by
enviranment. The rroximbsetion of copitol frvestrment i dependaet on Bow well onfoitees
vnctersiond the erviranment they nperate in ard Faw well it knows its communities and cuftisaie
trusi within its communidies. Public consultotion with the vicw b0 unoorth tAe ONA of
comiunitics 75 key B mgosngful focwsed skrategies ang glanmng gools end rhe effeciive
mplemantation therect The comect sequenong of profects degends on centraly moreged
profects within new oefocracies/malbriy strcures Hhal crissseriss the ewisting Herarohioon
structuces o Break wrouah s008 o accowsplish the fppe af ieterfoce ssanagernant which ca
G itiews s ekt operatlangl soiress.

A To supplement the fumdimg resources ovoitable, mruodisipolTizs must b ooeh [0 cxpiore
Firsraskig Serpice calveryr mochenisms, There cauld bt need mor he PP They coofd be
monggemant contreck i mmed [0 copocitote the operatan ond maointensnce af Gk
infrastructure with technical ond operatiznol skills end cxpertise, The deperfure poind for
explarimy swoh possibilities 5 o diognoste study within off fuschons within the musicioalily io
inerlify porenled servieesSuppart acthitias dhar con be furmer fmvastiaed.

5. Datisskakion of musdclpol resourcss 15 rrefutobly ax the omenda of soch municipaity. Operating
o TS awn, @ MUNiTEENEY Must 0o mare with winat it hes often wathir st cosfiees, Tagaerher
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throvgh shored sensioes municipalitics con extend thar cwn boundaries ong hridges over rheir
shortcamings 22 denefit from rhe best expertive coflectivels ovoilable ar collectively insoerced in
respect 6f o number of munloioal gctivithes. I s mof the fime fo funerfon i isolodie, 0§ o dime
to be supportive and coogerative for the best of all the commennities Nrolved.

Susrainakle development ong growdh cannor posaibly be accomaished by municipatities octing
on 'ts awn and with fts own Umited rescurces ond conacity, RAUAEIPONKES Deed 10 cOoperdte,
calahorale and portner with other stokeholders and frterest graogs. Inclusive growth s a
coffective, foink respohslsitty. o B mult-foceked and mult-discipiinany. It incorgarates many
sertovs and showld not confine dtself to anfy cre meniopgl greg when @ regamdl Quercach Mores
Mard S8R, 1T 8 uRicinalEEs Who will neeed Lo toke the initiohive, show the leaderchip, sefact
the chammons and drive an ageide seeking far stakeholders g vork with, To be furcessful oif
the role-ployers v the municipality, pelibdclans ond execolives, wdll med fa be on-Boord,
cannenitted oo coprbile.

The summer schoal does mot nesd [a canflng ifself to an annual physical evant, Teohaslogy
pifovey it $0 become o wirtual leaming olotform onad there Is dafirltely o need for lt. Perkaps first
At defacknal Besi oregh 8 spanionaowste developed tommunity of proctioe” ot epen to the
possihility of structuring a wirtua) clossream wiéth monthly wehinars and gther voloe-odded
Iearting Sppariuhihies L the rhany Commmrunicohor channels that ore avaiioble.

Antta Bother
April, 2017
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Intredueion

The ICBF Local Sovernment Summer School of 2017 was held fram 3 - 5 Aprll 2017 at the
Falrway Hotel, Rondpark, Mhaancsburg, The thrée-day summer school was attended by
Municipa! Managers and {FCs as well as representatives of the Matlenal Treasury [“NT), 1he
5A Cities Metwark {“SACH"), the Warld Bank [™W8"] and the 3& Local Gowernment Associathan
["SALGAT). Refer to Anipenure 1.

Furpose and Dubcome of the Summer Schoal

The therne af the Summer 5choal was “The Growth Agenda®, To play its rightful role in @nsuring
zustainable growth takes olace, Jocal pawernment neads bo be egquipped with the nght took end
e sultable mechanisms 1o facilleate accelerated developrment. An lotegrated Deveoprmant
Flan [“IDF"] which is not supported by a Lang Temm Finsnclal Flan ["LTFEY] has proven to be
inadequate oo enabls the suctainable growth 5A urgently mneeds, Municipalities kave three
possible sources of inceme, 2. flscal suppart, Gwh revenua and borrewl ngs, The toplcs chosen
for the summer schoal dealt with each one of these sources af fandlng aneg highllghted the
essantlalley of using & LTFP 0% the tool to facilitate the soree: mix of these funding souréos in
pursuit of 2 stable funding stratagy while mainta:nlng the required hquidigy. o LTER serves oo
direct the quarnuas and nature of inwastment ta have an optimal pasitre impact on the build
end sacle-ecanamic erwirgnments and as swuch a LTFP Lacomas the essentlal gulde foo
sustainabiliby.

Lince It has become shundanty clear that loenl gavernment capase accamplish what |3
expectedd from it on 1ts owr, the summer school programme Jocked at the wse of aptimsed
resoutces Ehrough shared samvices to eanable mupic palities to do more with what they have as
well as axpledng the use of akernatve service delivery mechanlsms In terms of which
raunlelpalities can expand theit aunn rostursas By Iniar alia pamtiering with the private sector,

& third focus ares was the relationship between busicess and local government. It s clear that
we need a new mekrly for gevemment/busingss co-operation in 58 to achlrve the growth
figures set out In the Mational Development Plan ("NOPY). Besldes, government can benefit
fram appiying the principles of busingss to its own systems amd processes and business needs
to engage with govemment In an accountable and effective manner ) create 3 Crosking
partnership focuscd oninclusive g mowth,

In line with these forus points, the programme frefer 10 anoewdre 21 lacluded the fllowng
1oplcs, each of whicn was handied by <peakers well versad in the underlying thecry, policy and
iegal envlronment gaverning these instruments while 250 having many year: of expertise In the
practical implementation thereof;

LTEPs are key to accelerated and systalaable growth

Effectlve engagement of the flscus ta abtain aptimal Hscal suppart

Pricritising &wn finaneial resdursas and revenue enhancament

Pun icipal barrawing within the context of government policy

Spetial planning with a long-term foqus

Expanding resaurces through alternathes sorvice dellveryr meshanisrms

Optimisacion of gwn resources theguah shared serrices

Kay insights and recommendations of the prowth agenda bazed o In-depth research

s The role of munlapalitles in accelerating inclusive growt s

s Applylng the principles of by siness (0 local gavernmen;

s [rivars of effective and accountabbe buwsiness engagement with local povernmant.
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MNote of Welcome
AL vk Pyl CEO o 1
Ania Boths. Programme Bivector ond Foofisadar

Atlle weloormed all the delegates and explained the stroeltre of the progromme; the reasons
underlying the chosen topics and how these interlinked to provide goldance on how
municipalities can makimisa their service dalivery impart and affect sustainable growth and
deve.opment over Ehe medivm to lgnger Lerm.

Hc said that the main empkasls of the conference will be on long-borm firancial planning by
taking an In-depth look at the three raain pillars of funding, |-, cown rezources, the natlanal
fiscws and ewn berrowing. A further foces will be an the expansion of own recources by using
albernatye  service delivery machanisms including wxternal service providers amd the
nptiruisatlon af cwn rescurces Ehrough shared serdces.

He belefly mertionad hew the Clity of Johannesharg gal itz mix of zources right and refoered ta
the effectlse uze of manzgement conkr@cts in France. He mentioned that nawang AFD ac a
pariner makes it posdible 1o sake 2 small proup of municipal practitioners ona study tour to
France in 2017 as much can be learned fram the atullly of the Freach b0 da lang-terrn plapning
and shapo thair built envirdnment amongst others thrawgh partnarships between the public
and prleate sector.

Laxtly, he introduced Anita Botha from ProsActive Management Services abong wikh a short
suramary of her local gowvemnwent eapertlse which Inker alla acluded being 8 transaction
advisar for Public Privata Partnarships, especially the legal enviromment governing these
prOCEsLes.

Antta weleoined the delepates, conpratulated the ICBF on its 14" Surmmer Schoal and hardied
ell the laglsHcal arrargernents.

Keyrcte Address: Long Tarm Finandal Plans are Key bo Accelerated and Sustainable Growth —

Reggle Boga
Rrapie Sogo, Searg CRO af ity nf uferneshurg {Hoad )

Regels stzried by sharlng the Co) storg, He explained that in 2005/ 10 while preparing for the
World Cup, Col faced a Niquidity crisis and 3= a result theracf identified financiel sustainabllity
and regilfence as the aymber ong priority — o keny dependency for attainment of the ong-term
viziom e putlinad in the Grawth and Deweloprent Strategy foeused om 2040 (YGDEIN40M and
realised that it necded to sustaln Col's financial position in order to be resiliant. Sloce than it has
Eeen an ongeing [ourney. The Sol wark in istegrated veams, put everyihicg ta strategy, boilt
witk. the community fooused on GDE2M40 and then resource the steategy, With tha long-term
plan the Ccd kas esteblish the outlnes of its fubure ity and put a base for all induwskrles (o
oparate In. Al Invesbment is then measored against the dty's futere pfans and not accepted at
randam. It alse ensures allgament brtween paliticlans asd the adminfstratlan a5 the poals are
tlear. The adrministration |5 sometmes accused of holding back sa paliticlans dan'L achbave §lwaie
goals but onee ons gets aver the aceusation bridge, the comversation improves.

The Col's approach to fAnancial swstaimabiity and resdlence Includes the followlng Key
Imperatives,;
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Shake off old hablts and addrass the culture of 2burdanca:

Increase productlvity = delng more with less and managing Flurman resourers effeckoety;

Shify froon consamprion (ape s o) @ anvestmenl [Capey Toom);

Spend RLAG BIRica over 16 years on capital wxpanditure for Infrastructure replacement and

expanslen while malntalning 3 much-lmeroved leval of service deliverny:

+  Peet all the requirements of the rabings agencies so that funding of capital crpenditure is
nat cempremsed:

» Create a sound finapclal maragement enviponment thak o resilient and able bo mect the
thanging neads of thee City 3s it evolves towands 2040 goals;

= Strengthen the finance operating emircnment [skills & systems] through efficlant

accauntitg 3nd adm inistration (quality Information with which to manage effectively).

The LTFP ot as tarmed the Financdal Development Plan ["FDPY| was developed and appraved to
strengthen the Cy's ability ko gencrata cash Backed intemal surpluses that enable the City to
afford the K103 bllllon capltal investrment pragram. 1t focused on ensuring che right syscems,
pracedures, processes, and controls are in place to respond to matters of:

+  Resource allocation

= [ash managament

P Revenun optimizatlon

«  Expendlure managemeant

r  Debt managoment

*  Agzet managerent

»  #ooounting and Financlal reporting

At the same fime, the City readed o meet all 1he requirements of the ratings agencies o that
funding of capltal ezpendlture s not campronmised

Col further embedded g set of rakiog to determi<e conunued finandal sustainability into its
Service Dellvery Budget Implementation Plans ["SDBIP'} targets and budgat allogatipns, These
key bucfger drivers wese the following;

»  Current ratio - Abowe 1:1
v Sphlvenoy @EQo - Abowe 2:1
»  [ebt torevenue ratio - Bl o 45%,
& Rernungration boespenditwns ratlo - Below 300
+  Malntenange ko PPE ratlg - 3%

+ Inberest to Sapenditurs rakia - Below 74
= Net apersEting margin - Bbmie 155%
+« Cash cover - A% days

The aititude wa= simphly to meet all the drreers othensnse to teweak the badget and not onby oot
parts of it, The mudus operandl was to identify parts where there was unnecessary expendiure.
Managers had to bnng 8 rase for each ine item, Hew cevenae sourcas had to be identified and
the lathér motivated the city to expend it existing revenue base.

The FOP had a rumber of stratagic interventions and requiree e targets. Sincs the adoption of

the FOP the City kas implemented and achleved 5 of the 1% Strategic Gbjectives that had heen

gt linaeck rarely;

* Eliminatian of unnecessary expend lture;

* Improveriant In manthly eperatlong| infarmatlan ko anbanee manigeement reselt-based
deckslen-making;

»  |mprovement in the accuracy of lorg-range fing nclal forecasting and projections;

4 |nstltutlgnal rewew and flaanclal reporring lines;

Strategic and budpet Jlanning procasses.
1d
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Specific financial sustainabiliny intervengiong werd the falowirg:

Cask cnntalnrent fdeasures

= Conduct Expendiburs Review and eliminate unnecessary expenditurg;

v Systematic implemantation of zero based budgeting approach and Justificatlon of all
experditure durfng budeeting pracess;

o Conguct aninztitutionadl reuiow 10 oones &1 pacity reguirements,

Sustainable devebopenent ond service dolivery

= Ienprova guality of sendice delivary b angure that customvert” prroeption af how public funds
arg utilized and enable therm to be more willng 1o pay for services;

»  Davabop a progearme Lo minimise unaceounted for losses;

* City wide roll out of the pre-paid and smart metering Lo Improve collection ratlo and
MANARE Consym plon,

Revanle rmsximlsation Imtlatives

= potively imaroving the [ovel of confidence that indigents are not tagated Wthraugh tredit
comtrol orocesses thersby making o easler t0 develop and implement & comprehensive
cradit control policy. The result is aa efifective “zerp tolerance” attitude towsrds the non-
payment of debtors’ balaocea amd therefore imnproged colection races and casiinflows.;

e Implement cuslomer dwareness that s aimed at encouraging gocd payment hakits.,
Customer Sabicfactign survey ko egtablish why customeds dg ot pey and address the [sspes
that arise from such a sursay;

» Inteprated mansgement of customers and querny resalutloen (quality of customer servikce
writhin agraed service standads);

v Improved management aF meer readly process to ensore acouracy of billing and redoce
lawve| ol actimates and custemer querles;

o Data clean-up to ensure acewracy ofF billing data;

*  Ensurs paymocht shanncls for servioes billed are corvenie rt and easily actessible,

Tariffz

Ensure that Tarlff proposals take Into account the Fallowlrg aspects:

b Casl recovenyg

o Affordabily;

+ Competitive pricing by comparison ba peers [other 5A ke sized munidpalities);

v Provislon of free basic services in line with indlgent pollcy with emphasls on being pro-poear.

Rates B kaxes

# Rates end taxec pollcy review thet ersures competitive pricng when ane canslders the rate
in the rand, value exclusion and rebares offared by the City by compard=an to other
iy nlglpalities, while ensuring aignrens to the cost drivers in the Gty that are funded fram
the rates account [public gocds).

Capital budget management

s Review abher soaurces of funding and consider aossibility of nesw sources of funding;

= Naintiin a Falnce between investment *n productive coonomic ‘nirostructure, basic needs
and soelal Faclliies,

Repairs ard nalnten anee (“RE&EM] expenditure in fivour of rew capital projects

& Neoed an istenttoaal nerease In REM especlally f imvestrient in CAPEX reduces in the
raedium bo hong term,

= Tarpget signilicant yvear on year dllocation towards REM towards achioving beenchmark, of 3%
of PPE:

v Oervelop a Seyear REM progcam ne informed by asset plans;
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& Boll oyt the Implernentation of Comprehensive infrastructure plans that inform futuore
capital Inveskrnant and repairs and rmaigtennace plang,

The FOF has praven to be veey heneficial and suecessful 1o date, 10 dIScussing he SUCCesses b
date Reggie mointed out the surpluses that wers achigved. Mo budget i< prased that does not
yisld a surplug, Gracts amd debts are raised or operations managed o drive the stratepy. Nan-
tachnlcal and technical electricky losses were [dentifled and the nen-technical lesses wene
broaught down considerably, The physical water dosses wera alzo raoght down but nak engugh
has been achigwed o0 terms of carmmerclal water kssas,

The Col®s liquidlty pesitien went frem R206m in June 2010 te RS401m |6 Juna 2013 and was
4, 310m In June 2016, Capes ncreased avar tire and since 2013 it has almost dedbled from
Rel,3bn to REAkn. All the ratos are keptin *he grean. The chift wae made from a oonsa mptlan
to an investrmant budget, Repgie zlso pointad out how the fending mix has changed over time
wlth hgrrowing picking up considerabby since 23913 and graects radwcing considerably since that
tirne. He presented the following graphs to illusorate the funding mavernant.

Gronh 1o Ced frdivg mb
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He said that “cash is king' and the Col succeeded in Bullding lis cash reserves. Orver the past 5
yveary the City has iatentionally worked towards building up cash rezources through the

1
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Implermgntztion oF mare stringent coth managerment practices: Inclading weekly and manthhe
cash prejections which are proactive’y montbored. The high cash balanee has been maintalred In
20152016 [Inarsial pear, The incragsa oF assets over the yvears was mainby due ta the growth in
PPE and increase In cash and cash egunalents over the past years, PPE incmased frormn K36
billran in 2011 to R&L billlan in 2016 =nd Cash balances have increased fram RESS million in
HI11 bn Ra A blllien In 2016

In conclusion, Pepgie said that the City's Financial Development Flan has played an essentlal rake

tor ensure contineed Mngneis | sustainability and efective flnandal planaing throough:

«  prodent borrowing,

= paneratien of anneal sperating surplus, and

» the aeation of cash reserves {0 Incregse the |level of Infrastrucsural spending to inmg:owe
service dellvery.

Lang tarm flinancial plannieg within the context of set parameters not only stebilised the City's
fimances in rhe short garm, bt 130 ivcreated capacity to spand better to improve service
deliveny im the lorg berrm,

Question 8 Answer Sosopr

The following were some of the poinds aiscwssed:

= Cal has meantly taken the dedsion to re-absorb the mumiopal enkifes that were
establizhed in 1998/9 glven That 1 consiclers this Lhe bust route for better service dulivery
and is sure that this mowve will not cawce arw disr pthan in Seradees.

v There are so meny challenges facirg cltles, @ migretion, glebalisatoen, climate charge,
resourse starcity, densification, in &rder B2 play is role in 3 new economic enviranment
refecting “disneptive” approaches 1o business like optee fibre, Uber, Airbnb’s, eoe. The Cal is
focused on innavation, 1.a. partnering with scademle Instltutlor: and < apen ba sublic-
private paitneribips but the wiew s to take on a diracting role, governirg the broader
structare thus Creating the space and fra mawork for 1he privake sector rasonrias to fi I,

s« Munlcipallbies are facing 3 decresse in revenue from clectricity if people start ta feod back
inta the gid, i.e. co-generation via renewsble energy spuress. Afcording to the Cod
research, renewatle energy curramly only covers 3% of the otal energy supply bui i
energy fead-in becomeas more widespread, Ciky Power, 35t is structured mowe, might not be
viable anymare, It is prudent for municlpalities ta prepare therselves Far this and degide
what Its struchcres should loak like o fulore, e, focusing mare on supplying infrastructure
for these feeding imto the grid.

+  Cglisdead agamst ceadit holldays.

& v 1z esseabal to coordinace all nfrastructyra planaing and implementation centralty to
ensure correct sequencing of projects, for Instance to peevenl 3 new coad Delag dug up o
fay water pipes. Col has appointed PWC to assist it with setting up @ central praject
cacrdlratlon offlce and It has proven very valuakle be have this capadby to matca
oparatione with crategy. In the precess PWC hag produced 20 peackice notes which will
ags st Cod wehan it takec vver from PWE as this is Lhe inbention.

EFartive Engagement f the Heous — Ulvlka Bricton
Lrice Brittan, Shief Olrector Lrber Develpmment Infrastraciure, Matloma Mreasury

Llirike started aff by exp’alning the legislacion regulaling the fisdus with bae Divlsion of Fevenoe
Act {“DORA") baing the superior act a< it sets out how natlanally rased revenue sheuld he split
borween provinees and municipaiitics. She cxplained that formulation of the budget always
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skars with the pravkous vears OORA and invitations e the nationzl dapartments, pravinces,
SALGA and the Fmanclal and Fiscal Commission [“FFCY) 10 peopose changes, Allecacion
buselinas are based on the Indicetive Medlum Tertn Expenditure Framewark {"MTEFT)
agllocatlons i the prevlous ERORG and & new owter yvear allocation, ie. the previous year
Increased by the Consurmar Price Index [“CPM) A really tedious procoss with eatensne
by lgtions through a syskern of technleal eommlttees feeding In to political lewvel meetings
untsl the DOAA is ready to be tabled an budget day. To a great extant, the budget procass is
actualty 3 political decigion-makiog process, Almost half of the maln bedgel fxpendlture af
R1,24n poas to patlanal. Wikhin the DORA s the equitable skeres determined thraugh formulas
and condltipnal grants,

Eome of the changes thie year included Rd.2bn addad to the Locai Soverr.meat Equitable Share
["LGES"] based on data updated from the 2016 Community Surecy; changes to the Reglenal
Servkts Councll Lewy Replicement Grast ("RSCKGT) o assist distret muricipalises with the
lpwest allocatians: money allocated to the top ten distric municipalites and R409m allacated
to the Municipal Demarcation Trangition Grant, Peforms to infrasinuctare gramts incduded
greater emphisls an reflurbshing and susianing Infrasiructure; consolidating water sector
grants and enhandng diffarentiatian for urean and rural grants.

In 201718, 8.1% of rationally raised revenue poes to local government. OF all revenuw
collected by the public sucter thus including, &g figuor, pambling and maae Neensing Tees,
lpcal poverament gets about 35, Rasically, the OORA |5 a powerful teol For redlssributlon
betwaen urban and rural areas and its purpose is to provide a stable Now of allocations to
provintas and municipalities, Thus, itis Lhe key component to provide staallity within the fiscal
fromework. The follpwlng greph Indicates the zer howsehald 2 llo=tions “o municipalities.

groph 3 Atkacofiens ta municinalities

# Average conditlonal grant per househcdd
M Ayerage cqultable share per hausehold
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She said that the sffants bo Improve momsclpal Ananeclal managemeant will focos on four ‘gamea

changers', |e_

=  The new Murtlcipal Stand ard Chart oF Accaanls [“MECOAY W be inplernented frome 1 July
17

s Irmproved Supply Chain Management (500
Irpheneed reYCnUS MAnaZement dus ta bW ceguiremcnt of cost-refective tarifs; and
Improved assat mapageront due 1o bhe regquirement than nuncolpalities spond ak lanst 3%
of the value of LRelr asgets an maintepance,



Wirlke sald that new cost containment gudlelines far aaunicipalmies will be isseed angd urchere
explained how the local govemnment flscal framewark supponts different housshaolds. She sald
1hat far the whole of lecol govemment own covenue funds 70% of budgets but in the raral
sreas with high poverty rates, transfers can fund up to 80% of bydgets. To illustrate how
different the sources of myenve is for different tyaes of municlpaliies she used the following

Eraph.

Graph 4 Munleignl Bevenud Saurees fpercentone] per tvpe of manicipelity, 2010011
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Esserntially the natlomal fiscus supports the poor houwsehaolds but as these houssholds move up
Lhe walye chain, i.8. Impravements 1 ROF houses, it is ‘mportaot that the Local Governmen:
Flecal Framawork {"LSFFT) suffloenthy adapt ko access the eates and serulee that must come
framtcsc howscholds.

Lhe point=d eut how transfers have becoma e larger part of the LGFE gver ome and provided
the falkawring graph to illusirate tyat such growtn was 18% par annum for the sis years up to
2013,

eragh S0 Composition of the LOFF, 2005707 - 2012/13
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Sha further polnted out the nrles génerming tansferable funds and notad that the DORA and
the Local Government: Municlpal Finance Panage meng Act, Z003 ("MFPEAY] have exTengive
reporting mequiremments allowing natfonal governmeant 10 monltar monlcipal spending which
rules, if broken, may kod to funds being withhe!d [delayed) or evan stopped and reallocated,

Eeturning t the LGES, Uirlke said that the formula applicable since 2033 is much simpler and
more Iransparent but the challenge 15 540010 ensure thar onge funds regcn municipalities such
ara used to dallver servloes thac benefit poor households. Effactivaly the sllocatlan provides
R335 pir month poe podr househald for the [atter té receive water, sanitation, electrcity and
refuce mmoval sendces,

IN surnmary, she looked at the changes which are being made 1o “mplameant the iafrastructore

granis raview done In 2014, These include:

+  Allowlng municlzalltles 1o uze coaditfonal grast fonds o repair and refurbish esisting
infrastructura,

+ Grant consclidaczion te reduce the number of weter and sanliation grapes from four o fpoo:
the Regienal Bulk Infrastructure Grant (“RBHG"| to fund large projects, and the Water
Senvices Infrastructure Grant ["WSIG"} to fund reticu’atlon schemes and on-site services in
rural munlcipalitlcs.

v Increased differentiatlon, Includicg amend™ng the Muricipal Infragtructure Grant (“MIG™ to
reguire seeandary Cities ta plan how infrRstructuce investments will contribuote to urban
development that breaks down apartheid spatial parterns.

+ B new formula (@ allocata the Public Tramsport Hetwork Grant {“PTNG™). The previous
Eystemn Incertivisad cities ta plan overly expenside systems n Lae bopa of raceiving more
funding, The new formula provides greater certalrty about the kng-term support; ellowlng
crtles b0 plan affardable and svstainable infastrutture upprades.

Quissilon & Answar Sosion

The fallowing were sorme of the pofnis made and discessed:

+ Unfunded and underfunded mandates were flageed as a huge prablem For munlclpalities
ang it was pointed out that varous regulations increase this burden on municipalities, a.g.
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housing regulatiens, It does nat appear as if there 1s currently a solution to this matter = it
1% 4 braader paolicy issue,

« It is acknowledgud thot 58 has norms and standards that are unafordable, c.g. the
Departrent of Water and 3amibation (“DWE') & currgnty reviewnng the water standards,
54 simply does not have enough money to do what our pallcies tell vs ta do,

+ There is 3 buil=In stablhsation factor wizhin the LGES bo assist with the absorptlon of any
shocks that may cume to munlcipatities if thair share is adJusted downward following 3 daza
upclate.

» One ofF the prime reasons for Increasing the LGES funding was the rcalisation that
rwnig paltles have g huge firgncial burden to operate and malnran all the infrestructune
linked to the bazic services previded o poor households.

* Inrespect of RBG, only Water S2rviogs Authorlrles |"wWS4*] may recsuse | but i appears
that there iz noe sensilile allocation system within the DWS in terms of which WaAs recaive
these grants. In fact, NT 15 worided abot haw thess allacations are detesmined as it doss
not seemito be done in a transparent, equitable or eMicient manner,

|t was nobed that the oparating defcits which seem to be Inherent ta the Busz fapkd Translk
["@RT"] syeterns i one of the lagest fiscal rsks for mynicipalities, It appears that the
financlal medelling of these systems has now prodente have definke shorkeomings,

»  The inclusian of malalesance costs in tha MG Tunditg s appladded, Pravision far
electrcity mainbenance howewvser remalns a huge problem. Taers |5 3 need o merga
electriciny granes nte Infrastrueturs granes.,

» Munlcipalitles are rot allowed to apply for electrificatan funding from the Department of
Enefgy (*DOE"} unless 1he tap strockyre of AOP houses has boen completod. The watiog
perlod 15 then vp to 35 months. In other wards, for the laktter period the RDF house awners
must walt tu he connected ta electricity, This misalgnment between lotal ard natlanal
pelicles haz a huge zoc:8] impact. [t 15 unfair towards cormonun mies, creates dissatisfachon
towards the myunicipalities and kas an imeacton human surveys.

#  There i= zincere doubt amongst municipalitiez whethar cost-reflective tariffs can bo
irmplernented agthls point Tntirme.

+ One of the blg Issues that NT has to deal with is how to create a registry for tribal land and
set rates for such [aad,

Prlcrltising i Ananelal Retountés and Revéedus Edbanmémant ~ Ben DofHing
Bomn Apnling, Frewiours ARG Freegent carrently Spanipict Adwkar te Grant Thormton

Ben emphasized that 3 manicipalmy must Be ran as a busingss with planaing and the
irnplementatlon of these plans kay therato and a2 SWOT analysis at the core thereof, e o
known status quo including an icdependent. financial assessment ta #nable the setdng of a
well-defined guteeme, the formulation of a purpose-dilver busingss plam and o LTFP W achieye
thiz subcome, Expanding an the planning cycle and walue ckain, Ben emphasized thet pre-
Dudget indakas with tha cammunity is eritical va really lister and dete’rmine thair needs, These
miise then be evaluated and costed in accordance with 3 LTFP and colnglde with the
municipality's business plan. The business plan indicates what shou'd ba done and the LTFR
indicates wher: and how such can oo donc in a sustainaicle manner. It is then al=o essential to
review and update the Spatlal Pevelopment Plan {"50P™) and the I0P. The Iptter shadld net be
done as a comzliance 1zsue by a few officizls but should Involve all unlts and de partments with
departmental plans that align with the [DF. The same type of consultation and broad buy-ln
apply oo ar upgraded argancgram to ensure the homan resources exist for gipg effacy to
these essentlel plans. Ben clearly Indicated the difference Lbetwean an IDP angd A boslaess plan,
witt <he latter being the toolte nin the daily actities of the municipality in order to give affect
B the objoctires and goals seb out In the 1DP.
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The mest crifical process Is drafting the budgat policy which shauld be In llne with a tarif and
rates palicy allowing For surgluses In order 1o have adequate reverue 1o servies all the essentlal
hieeds of the people. The budget poley meast he clear an ngk allowing act aatles [hing outside of
mun:xipal mandates, &.g. beauty contests. He referred “o the old practice of having a capital
develppmens fund aiwd said he would weleome a treasury policy which makes it obligetory 0
zet aslde a percentape for capital Investrment 1o cure the overdeperdence an grant funding
that has taker: hald of municipal fuading practices. He axplaited the importansa af the rawes
and s pelicles and Ehe need n have cosk-refleetive tarlfs. Knowing 1he costs of sendoss
and understanding where losses are occurning could assist o curh these through effectve
operational programmes, He cited examples of municipalities hawing water losses of up to 73%
and electricity lasses of wp to 883 The impartance of having cotepories of e cades which are
aligned to the tariff todes in the rates policy 'wax alse em phasized.

Is 15 of urmost Impartance to controd stafl expenditure. Where staff expenditure used to e an
averape 25% of the operating budget, &t has isen to on average 45%, leaving less and less room
for expernd lEure on service delivery proosities swek a5 capltal invesiment ard maintenance.

Ben spoke cut ggainst budgstirg for o deficit, soving that o budpet ic balanced if there is no
defigit in khe currenk yaar ackivlties and & budget |s Funded F 2here |5 no deflelt in the carrent
year activites and it covers all cash shortfalls required for the previous year, He said that the
last tEime he leaked 72% of municipa litics had a liquidity vatia of less tham 1,571, 12 a dangeraus
posftn t0 be in. Even more scarny a large percentage of municlpalltles hagd a liquidrty ratic of
less than 1:1, Le, their current assets could not cover their current lizbilities, Ben still beliovus n
the safe wey of callecting roasy in ane year and then spendlng i Sn the followlng wear, cutting
out tha uncertaintias that leads to an underfunded budget.

Een |s colilcal of SDBIPs given that mary of these plans are purely complkance drlven and sy
away from anything which may cause puogle not o get pefomance bonuses. He said that
reyehye management monst be done on a day ta daw basis and werified mardhly. 1 will [ncode
checking debtor payment ‘evels, cash flow management, cakculatdon of disributlan losses far
waber and Clectricity, assessment rates aad refuse and sanctation, The same spplics to debtor
management. It should an .y be owners hat recelve municlpal ik and tha wething of Indigent
status is of paramount importance given the abuse of the system. OF nacescity, the credic
vantrol policy and by-law shold B in place and apalied sonsizstently,

k is dicconcerting ta xnoner thae 2z many a5 G0% of runici paltties o not have a prape ity masteor
file given the role thereof In the valuatlon of skands, land use management, etc. He mentoned
that a large municipality without such a master file found that they are not levykng 25% of the
propeics i thele uelsdictlon. Similaely, the lreasory office ofF the monicipallty most be
constantly mwarg of constructlons and demc!tions and put pressure on the englneering
departrents ta check all meters, replace dysfunctional meters, obtain meter meadings Trom all
meters and acl decisively against ilegal cornaclions. IF nead be a stand v stard werification
pracess must be lollowed and, If posslble, a system aof an-site billlng should & mplernented.
The latter rakes some planking but can affect large cost =avings and shorter turnarcund times
ire eespeet of reverue collectian, The latter will cut the time bovween the muricipalioy having te
pay serdlce prawiders, eg. Eskom and it belrg able to coliect peayrent for those services from
consumers from 45 to 10 days.

In dealing with revenua Irapravernant, Ben revsited the Inpedance of knowlrg esaclly what

the munidpal skatus quo, the need for 3 S8WAT analysis, an independert firangial azsecsment, a

financial recovery plan, 8 {TFP snd a hutingss plan which incledes effective revenue

mianApermne il with revenge enlancernet, proTection e Er"l.‘.l'l-[h strateping as S0 Oul [0 THhe
14

&1



—

discussiarn. Thig business glan can addeess unfunded and undefunded mandates. For revenue
management, it is essentipl that the finance department being totally up Lo date with anything
that happens in respect of town planning, building inspactians, ate, s that debtars files can be
up to dote for bilhng purposes, Bon advocaies that eads municipality shauld have a revenue
pretection dvkslon s this could asslst bo address denndling ewn resaurces.

Question & Answer Sosslan:

The fallawing wara some af the poines mage gng discussed:

«  Swartlard bMunlcpality managed kO Increase its revenus with B2m in the preyvious financial
vear just oy insisting that other spheres of government submit ard pay For building plans

« humicipalitles are expenencing much frostratfan in respecr of Joine planning between
spheres of gowernrntnt gZiven that the allocations for such Joint plans are umilaterally
changed by netlonal or provincigl governenent leaving municipalities not being able o
deliwer on thelr 0Ps. E_g. national budget for the buellding of a school may decrease frnem
One yaar 10 a meat or sirephy be postpowd leaving the municipality to explain unmet
axpeclatlons ta ks carmmunitles.

*  Trhe encroachiment of Eskory in municipal licensed areas hapocns all over the country and
deprives these municipalities of muech needed revenoe. |n effect Eskom gets the revesdqa
ard The munlelpality rmus delnser all the non-rewenue services, It 1= time that Eskom be held
Aaccountable for part of thar caryice dellveny oasts.

¢ Same mualclpalities are budgeting far a defleit due o its depreciacion ot been Tully tash-
backed. Unfartunately, this kind of budgeting leaves the CF0 expased.

= Poving to GRAP and tha way Inowhich it dealt with the evaluatlen of assets has ereated
ria oy problems ardd the fact that real cost reflective tarlffs for electrcity will not met HERSA
approval further exacerhate an already prablermanlc budgening prooess,

& PMigeation to cites and secondary cities also makes © 3 real challenge to have a balanced
and funded budzet due to the backlogs In respect of hausing and ether services oreaped by
sush migration.

= Té&meve Bom an urfunded budget te a3 funded budget Is a pracess whoch critleally Includes
o propezly done agset reglster bo arrlee at real values and cuttitg deown on expenditure. This
is endou bbedly necassany for responsible accounting because & budget that 1s not credible
will simply erd up In a sibzation where over-expenditure becomes a real lgy.

* Howevor, apart from azzet re-evaluation Just when GRAP was [mplemented, GRAEP
standards o not now allaw Fara re-evaluatlon of hisbarical assets values,

The proalem cirrics over o budgeting fo? replacement as these values are now alsa notug
1o date and since thers 15 g very restrictive capping on clectrlaiy Inareases This year and
other rates should stay affordable, iz decomes a wirtual Impassibillty to budget the
parcestape for mainienanes required by NT.

*  The regulatery framework introduced by the Electricity Act, has skewad tarlff settirg to the
axkens that [t & as IFNCR3A i acting a5 the third tier of gevernment by dictating munidpat
1e riffs.

It wa; polnted out that NERSA'S capping of the clesteicity Increase far municipalities this
year to 2.2% ame about as it could not make the deadline af 15 Mareh. Howewver, the
stuation will be coreerted nest vear with an increasa of 13% allowed by NERSA,

Municipal Borrcwings within the Context of Governrmant Policy = Atti= van Zyl
Axtie ver Sel CEO of 1M

Attle refected on tha Imearance of munici pal boreowines a5 a source of fanding using wome of
the participant municlpalities at the summer schoal te rnake |E practical. He asso dealt wikl 4
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potential fender’s typual assessment of a murnickpabty's credit wethiness ard providged 3
practical wxaemple of how to manage a funding mix consisting of the chree saurces of funding
acceccible ta rmunlelgallbles.

Futting munfalgal berowings in perspective, Attle indiceted that the botal long-term debt of
munlclipalitles amounted to B5Y,aBn n 201506, of which the metros represented 37%
(R49,8bn}k; the 19 sccondary cities 6,5% (R3.8bn| and all other munlelpalibes 6,5% [R3ALa). It
shows thet metropalitan municipalities are  sgnificantly more leveraged than other
munidpalities with the Col being the largegt bomrower, however the City of Tashwane ["CoT) is
the maost laveraped a5 it borrowe the most per capita. The share of borrowing In gapital
expenditurse bas declined frops 24% in 20023 15 18% in 2315 and there Is & drive fram NT's slde
to reverze the trend so that mwunicipallties move away Irgm grant dependungy to uging
municipal berrowing a5 2 Rore prominect source of funding.

Interesting is the contrast betwsen the metros [Col and Col) externnl debe figure which
RITIOUALS 10 BT% vis-2-vIs The 19% of 1he ather 13 municlpalities’ prasant at the summer schoal.
Important = also to look at the debt to revenue {gearing ralia) which for the Col and CoT is
42,9% and 22,3% for the ather municipalities at the summer schocl, Thase flauras branslake inka
F3.045.45 per caplta head for the metras and R1,059.27 per capita head for the local
municlgalitles, ie. approximately  third of that of the metros. From the figures presented by
Albe i1 was clear Lhat the averape pearing of ponsmetropalitan muaicipalities present at the
summer schael s fer below the NT nont and LRe majority of munidpalities refloct posikive [
respect of oy gearivg and deat service cover ratios while having am adequate llquldity ratio.
Given that the srend of migration is wa the citlas amsund metras, it cartainky will start to put
pressure or: the secondary cities to expand on thelr barowing cagazicy o fund thele capital
expenditure a5 the natienal fiscws” abllity to assist is declining, It then becomes essentlal ta
have a LTFP to prowvide guidance on what the mix of fundieg sources sheud ba 1o enzere
sustainable development and growth

Weut Attie dealt with the integrated sk assessment process by presenting a credit model (refer
figure 1 below) veed by lender institutiors and the weights assigned to the rmafn camponants.
In terms thereof, B lender will seutinise the financlal, institukional, secis-coanermic and physical
infrastructure enviconments of a municipalioy. Included trereln 15 to ook at backlogs and
spending in respect of bashe seevice dalivary and what the impact of spending would be.

Flgure 1 Integroted risk asseasment comgonenis
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In tarms of the financial assessment, some of Lhe Yoy aspects considered Sy lenders are:

¢ The abllity to repay laans and how predictable this abllity s going farwand;

* Managgement stability and does management Instll confidence, 2. by having clear long-
term strategios and targets reflecting an performands;

= Strong llquidiby, in fact, the weight attached to liquidity = prominent, Le, 2%, =ince Zash |
king.

Attie related the example of the first LTFF he did for @ mumicipalivy. Heading ki advlce (o cut
bh tapital budget aad take RI0m thersal 1o Dulld Nguidlty resulted In the municipality heving a
F0m unincum bent £ash situatlon four years later, They can now deiva a capital budget of
RI00m with eysa, Raferring 16 the Ca) prastotatior, atele said 1he conldence built an having o
visiah, @ ¢lear readmap and the predickabllizy that targets are met as stated year-on-year,
provide lenders with a picture of stability that unlocks lorg-term capital loan (ending.

He said that NT places a spedflc focus on credit enhancement and halds a strong view that
there should ba a [guid muanicpal madet and, Based on the polloy paaers from NT, | appeenrs
taal 1he 1atter chinks the absence of these elements axplains the absence of a larger extent of
landing to municipalites, Attie disagnees with NT that credit enharcement of municipalitie:s is
needed e unleck more leader funding, He argues thak municlpal ties with borrowlng capagloy
ara not under-horowed due to the market not wanting to lerd money to them but that k2 |s
rather a case of munfcipalities patting their owen s of Fundiog sourees carmect, In fact, with the
econarmy becarming sloggish and fess corpotate deak golng nn, munlcipalites that hawe a LTFP
will have an instrumment bo secure good lending agreemernts.,

LisIng the example of Gaorge, he set out and discussed the various alternatives explorad 4: part
of the LTFP, i.e, the base cace, maximisation of MTREF loans or a sculpted funding eix w0 alkawr
for exgernal finaccing of R20A0m per anaum In 201718 and 2018/1% and spreading the
budgeted Internally generated funding over 3 years.

In congduslan, Attle sald shat the secondary ¢lkles gre under-borrowed and the markat is willing
ta land. The more predic@ble the perfommance of a munidpality, the latger the expasura level
and the better the lending rate will be, &5 the Gsous is coming more and more uader pressure,
rwnlglpalltles will have to barrow maore ard with the rigit peofile using a LTFP as its tocl to get
the funding mix and timing of borrowing corect, municlpalizics will beachit, 18]S wise bo review
the LTFP every year at the stark of the budget cyecla.

spatlal Planning with a Long Term Focus — Erky Waond
Erky Wreaad, Diverror Gapo Anchrecds and Urbon Daskpnars

Erky started his presentation by taking 3 good look ac why pood plans die s7nce growing tha
vrban ecanany is most fundarmental (o the business plan of metras and secondary citles and
imperative far %&'s survival. He referred o plannirg taken owver By changing polttical agendas
without petbing the job done, as planning by slogacesring wiich he calls the lowest form of
pscuda-panning. Thiz often happens in the municipal enwranment because real planning s
hard. It requires adherence to a lorger-tarm wsion: it is often ot popular beczuse of the vhore-
term meadicine dictzted by it and it often drives home inconwenient truths that raquires real
commitment to capacity and capacity-buiding and needs the bhog-in of all line functians.
Further escentlal companents of weorkable long-term planning are polltlcal buy-in; policy
suppors and policy alignment of all mle-players; arm acceptance and steadfEst cormm el i
delwer cnaér A langer teerm includlna ESMMTIE Al of thi Agcossary resoLrces; having 1 project
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champiar; rullng out political meddling In favour of political Tntegrity and achieving critlcal
mass, i.e 3 raal group effort acrogs polidical and adminlstrative levels, He peavided a few case
studics toillustrate the points made about planning.

1} The Roszebank Redevelopment Plan which starged In 1978 and proved to be a wery

2]

3]

4

B)

n

8}

swcopsshul lorg-berm involvement of the Col with s chlef town plarner acting as the
champlon together with 3 remorsetess dosigner wha did a number &F glever things to
ensure profitahle prape oy developments togk place.
The Newton Cultaral Frojact which over 30 years have shown sporadic success but due ko a
lack of policy and resources support is still fal:ly feagite in reaching the poals ser for it
Mandela Sgquara where the chairman of the management cormmittes had the absalule
consiction Lhat if the Council got the square right It will lead to the growth of an entlre naw
rate dace around it Thus, the land ldentified was neot 3 juss B soid 10 3 shopping centre
but to be used to create an urban space with & ‘heart” and this = what kappened,
Fventually the space planned for an operma house became the Gautrain station adding
anather dynamlcte the develo pment,
WwAS, Waterfront — Ifterally a “rags to richexs’ praject which toox place over 221 vesrs of
transforming a place where bodies uzed bowash upin bhe harbour 9 iks cubrant splendour
and the most wisited bourist dectingt.on [n S4. & long-tarm valon was necessary and the
comritrent of the Clty of Cape Town and those the dovelopers got. Synergy had o be
created with the CBO and once the corventlon cantre waz 3o buld azar the wazzrfrent,
the averall ey dovalopment ctrategy fell Irto place with inter alla alse hnkieg-ln mamy
hotels and the UCT Business Schaol.
Emhlanga Ridge Town Centre, 3 near Greenflelds dewelaprent, which camwe abour a3
Tongaat Hulelts apered up 14400ka of lard glven tha pressere of prawdng Urmblanga Bocks.
Since shopping cemtres ame not always the catalysts that paople think they are, the
snappig centre wat designed inoan ootlook way, externalising iteelf to Incude the varlous
chty blacks and ftting 0 with the biggaer mixed vsa daveloprmest, The local authorlty was
very helplul as it also malised the pasitive Impact of expandlag It rates hase.
Durhan Polnt Development Company — where ik was easy enough to develop ard sell land
which faced the occean but having a challenge to develop and sall the land mot In view of the
nCean, This chatienge was adirezved through a canal system. A problem gocumed when 3
planned small craft haour and waterfrent was to be created sirce such required an Ela
which the Council a£ a 0% sharehaolder in the campacy dld Aok want 1o push throweh due
bx ity fapr of polikical heat, Seven vears ater the EIA was obtained hut by then il was
usaiess to the company. Thus, in some sespecks 3 @Eiled project due ko a ek of Coundl
pelicy suppert and the courage bo stand up ageirst polltical pressure.
Dunkeld Precinet Plan — the wealth belr of the northem suburks with many ego driven,
pompous and bulkylng people. Since the {ouncll decided abaout the clanps e consullanes”
1azk was Simply 10 Zive tha meszage through and this led te ewful public particlpetion
exarcices, Desplte this, the prajaes was nearly pulled off as the owners started to see the
value of e development but it was the lack of rapacity and suppon from the Coungl’s
engiseering 2ervices that sunk the project. It pointed To Ehe wery impertant lessan that all
gnglneering services agngd gther departments imoglved s3ould be aligned in their actions and
Himeframes ard zing off tre same choet,
Gaueng Sparial Develapment Framewnosk whersky the province requested an urban
structure that |s robust encugh to cope with 30 millios people geer the next 30 = 40 years.
It neaded a re-think of the clry, 0 how 1o tuim it into something which is egualitarian and
perting people to [ve ¢lose to work opportunities rather than on the Lowndaties of Ehe cly
and most certaloly putting 2 sbop o the durrent urban sprawl which |s exacerbaied by the
current policles. He sald 2 sustanable city needs densificatlen of huge proportions in
consolidated zones end cormders connected by publie transpoart (&peciflzally call 23 in
Landond and intansified infrastructure provision in compact, incremental ways. [t does net
a2
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require optimisation of archizeciure that create alore standing masterpleces but mized
developments forused on the optimisation of connectivity. Given the maps shown by Erky,
it is quite dannting b see rhe infrast iucturs developrment thar fs needed and must soll take
place in Gauteng. OF cerdinal importance |s the hemoneation of local, prov.ncdal and
natignal policics aligned oo the develepment of & consalidated, coraplex, compact city, e a
emart el Essentlally the grest medlewval clhies are still growing ecanamies due ko werk,
play and home being in close pros mity.

OQurztion & Answar Sacelng;

The follawing wene som; of the poinds mends and giscussed)

-

Urbam esonomic developenant follvws very dear wpatial fundamentals end geograpiny Is 3
remorseless ndicabnr. [T has to do with why do we llve in citles. Mo macer how dighal we
Eet or live in cybarspace, our lives take place in Farm, space and scape. We Bre consumers
and wee have Lo Jonsume n very physical ways and the oaly way we can do itin sound scale
of economy & to live weny close together. Besides cities are very efflclent In terms of getting
productive forces in very [imited cpaces, We need to understand that there Is nothing ughy
abour comnpaction, The fumdarmencals of econcmles are all aboln access to miarkets, other
rmeans of production, et These are the factars to be taken inka Acozunt when censiderlng
spending money of ccanamic developrment with the latter mom Rasible whera there =
already sufficient footfall as 1 ls natarnowzly diffleute create s foolfale. If, hoaeever, o led
eccnomlc development is considerad, one needs b select as the Aub of such, places where
thaere & aleeady a footfall, ep. a railway skation Probaaly the preatest example is
Lapenhapen which has acireng ety cartre and flva replicated econarmic nodeas with pecple
eifectively oscillating aleng the cortidars and nat only mening in or out the tity, Putting
peaple outsyde the fringe of the oty and trying to sticulate economic develapment on such
autskirts, is netariously dificult

In the case of the CaT however, there are varlous houslng setlements, &8 Sashrnguwve and
Harmmanskraal where there iz infrastructure and indusedal development. The challenge
really tg take ecanorale development back ko rthese areas az 1hat waz the original state of
thoce areas, Thus, to wplift and recreate those areas to be connective economic aukbs
inclusive oF waork, home 3nd play areas, The pinces oF lawd fo tha middle of conmetine
“ranspert networks then could lend itself to urban agriouliural development sa that the
lateer becorncs part of the integrated urban eeonamy,

One of the great urban debates is - how does property value lacks sorme pecple in and
cthers agt. The anture of cltics 15 that they are sommanwealth and people need 1o find
their way Into that commonwealth. Thes, ane would find lower incorse areas turned Into
middle to lowrer Income areas as people move 'n and upgrade, e.g. Trlomf in Johannesburg.
Angther example |5 where Maylair i Johdnnesburg tUmed from a Blue collar white aea to
2 mixed area and various other exemples whicn ezsentielly means that .1 often naturalky
happe: s in asprecially weny corn ples cities that certain places becomes higher ar lower value
as migrations of peaple take place accarding to soclo-ecanamic dynarmics. E.g- in New ork
arourd Ceniral Park which is very high qualloy wslue thare |s at three sides equally high
value develo srmeat but an oee side thene is Haelem which is substantially diffé ot from the
rast. This might be an Indigatian aF now to ook at 2o Lake, 1t 13 In the corapleaity of Urban
and sorio-economic dynamics that often naturally occurring solutione take place.
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Accarding to NT the Inveskraent In Infrastmockure *n the metros along will be in Bhe arder of
R43%on ower tha nest 10 years. Whhin a Bst-changing munlclpal envitpament, imtegrated
developragnt and the camaergence of infeastrictura investment in a way that yield the best
results in terms of Incluslve, coherent, camplex and consalidated grawih calls for instrumants
and support mechanlsms that will a=sist the municlpal executlve with a visian and a readmap
that geovides some measens of predictabilily, Such con be found im a LTFP which, if embedded
In 3 long-term strategy, enables an incremantal apttmizaclon of all three the sources of funding
@ hel tee right mly of 1hese o erisere sustaina ble development, as in the case of Cal,

NT has clear policles buk acknowledges that It does nt have the resources bo hack wp these
policies, Thiz is o stark reality which impacts on munitipalities who are faced with unfunded and
underfunded manderes. Far raunlcipallties, it i Best fa g0 ‘Back v badles” and dedl with those
metters that are within their cantrol, i.e. knowing and managing thair tax kaze well to derive
opTimwn reyesus and using a LTFP to leyerage their borrowing capacity. Wost importantly |s
the institutionalisation of & LTFP to the eatent that it becornes 4 pame-changer, [t alio redquiras
the honessy to know when and what choices to make. 5uch choices might include alternetive
sarylee dellvery mechanisrs tvvolving the privawe sectar and aptimisation of own resaumes by
implementing sharad senvicas,

Expanding Besourcas — Alternativa Sarvice Delivery Mechandsms = Anita Botha
Aniter Buthad, Leced Epverameat aod PP Speaphsh, Frosactive Aanpganeat sendoes

Amta pointed cut that the growth sgenda will pot be possib'e unless municipalltics cupand
thelr own wseurces and the private sactor becomes nwoawad through altemative senop
delivery mechanisms [TAS0O M), This ~eeds to ke Jdone In 3 structured wear which serves all
parties involved, an the one hand respecting munleipakities' governance Function and on Lhe
ARG, Acseptirg the private secber's profit motive and tinding the balance betwaen these to
sgMve commuounitios well

she explained that “espanding resources’ mainly refers to financial, techrlml and human
rasources and embedded thereln should be masagerinl, administeative 3nd operational
expertlsc and expericnss as well as alfective and efficient systerms, processes and proced ures.
3he argued that alarge number of munic palities g lenger S35 the intermal finandia: andfar
human rescurces capacity o render baslc servies well. She hewever, ernphasized that an
exbarmal mechanism is not an end goal a5 muricipalities siould be enabled to take over a
servioe/functlon after an ouksau reed contrack comes Lo an engd,

The ccope for ASDMS wag oxplained making a3 distinction betemen municipal services and
municipal suppont activities as differant leglslztion applles to the process 1o be Followed, The
vuriguy isbanees when a municipality 15 allowed to look at an ASDM wera highlfightad, thesa
belng summerlsed as; when 3 new service must be rendered; an cdsting serdice be siznificathy
upgraded, expanded or improved ar a review requlmes it whether be dermonded by the
provincs, the carmmimity or the IDP ard in the case of re-demarcation, re-divlsion of powers
and fuscklons. rm all cases the key considerations ame that the ASDW <hould provide walse for
money ["vim"]; be affordable to the murnlclpalivy and W5 commmpity and Transfer slgnificant risk
ta e external pacty.

She gave wvasnous reasons why ASDMs should be considered includiag the findings of the

Municipal Infrastructure Support Agency (“MIZA") about lacking, averloaded and ageing
infrastorcbure {2.8. ol the 324 washe-water treatment works in 54, 212 a7e in a critical condition
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and 238 are high igk]; insuflcivat government funding {e.p. the Rsnding defict far wrter
servire infrastructone Is BREQSHN awer L newt 10 yvears) and 3 [ack of technical skilled seaff,

Anlta explained 1he various ASDMS alluweed in A for municipal services/suppart functions, |.a.
rmuniclpal entities, anather rualcipally or organ af s1ale gpublic-public patnerships) and
privote  entitiss that iecfude community based organisations and non-gevemmental
organlsatlans. she pelnted qut thas munispal entitics, wholly owned by a municipality/ties are
nat the answer Il the salution souseght s an expanslen of Anancial, techmcal or human resources
and entities are oftes: cost by due to a board of directars, etc., terd to become bloated and often
become klngdoras not wekoarming their parent rmunicipality’s oversight despite wotal financial
dependence on the latter.

She outlinad the vadous ASDK type of arrangements aad tha dreomstances vider which each
of these should typically be suitable. Anlka made It very clear that devestiture J privatisation of
tuniipal bagsic services i uot allowsd in 5A, She sald 2nyone referring bo privatisation In the
mun:cipal cortext, as trade wnlors often do, kas the devlows agenda of derailing such
prUsEssts,
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she debunked any though:z that the process of investigating. procuring and implermenting
ASDMs, especially those covering extensive scope of works, iz a walk in the pack and provided a
detalled discussion of the aets, legal stipulatlane, procecces and rele- players Invaelved,

Using her extensive experleree of Public-Private Barnership type of projects over a span of 15
years, she discussed 3 numiber of such projects briefly glving Lthe rationale, process and type of
arrangements. In her opinion there > much zeope for 5 — 8 year’ management aonkracts la
=zrms of water and sanltetian angd sal-d wase services, a.g. the epemation and maintanance of
water treatment works, wastewarer treatment works and landfll sites, She alse folt strorgly
*hat ASCMs showld be investigated [op elecenlnin Aistributfon sendices R5 mmany municopalitles
arg not mainzalning thelr netwarks as they shoukd with electricity loszes often vory nigh and
kealth and safety potentially & hugo issue,

She discussed the challenges and constraints af #mbarking on the A500 raute cicing the dach of
reliable irformation; the lack of nteenal capaciey and paolltical will; non-adherence bo
clmefrarmes; perscnnel turnover and a loss of instltutlonal merory; management continuity
problems; the lack or difficulty of exbernal consultations; excecding scope and budget;
preconcelved solutions; the lack of skils transfer and misperceptions gr resls-ance inrespect of
FPPL as zome the blggest areas of comcarn. She painted out that inadequate feasibllity studies
and contract management are big culpris of unsucoessful or troublesome projects,

Laslly, she briefly l[ooked ab sarme of the key stccess factors of ASOM projects, these being, the
good statutory eRviranment in Fespect of PPPS [0 36, although too everrcgulatad: the need for
a champlen and condeclve palitizal culbure; 5 praject structure Including knowledgeable
internal management; tharcugh conceptuatisation, planning and reliable, thorough feasibilicy
study; wim, affordabilicy and transfer of risk property established; risks well Jdefined in a
detailed ¢ontract; a4 clearly defined reverue  steearm; stakeholgder supaort;  corract
managemens and careful selectlen of a partner.

Ouestion & Answers were deolt with in the plerary sessian.
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11 Optimisation of Own Resources = 5tan Wallace

Sk Wellece, Previess Mupicips! Marager af Theevatersblony Muarcizailty 26 shared Services
Spwrinlist

Stan pointad out that the bigaest challenge facing Incal grwemment |5 Insttutional capacity
thuz, how ¢an LG [mprove and bulld on Iks capacity. He shamd a few historical ceses of shared
cenvless ["55°) Tn LG which he was directly or [Adirectly irvolved in but none of these were
sustainakle and currently na propesly constructed shared services model exists in
tutigipalities. Hefernng to Durban, 1991, a contracted city shargd Services unlk wath 10
directors heusing all the internal support cervigas, .8, reyenue fgllactlen, pinting, meckanical
yrorkshop, managemeant suppoir, sarvey services, etc. Only the main ficanee and human
resourees deparbments were excluded. The 58 unit was piven five voaes 10 prove 11 can prowide
g Service com petitive with the private sector, Unfortunately, there was a deciskon to cutsaurce
IT and in tha process, the ANC goverament who took over, uced the epporunily 16 net only
VEfECT putnourcirg IT but akso to close down chared warviows s the trade unians were Rgalnst It
arguing that it s the firct slag of privatisation. The conchuslon belng that the epinion of Labour
in respect of shared sarvlees |s important and such buy-in £ be saaghe,

In the Cape Towa ewamiple, # shared sendces modal was implemented after the amalgamation
of the wanous adrirlstrations. [t invohed flve functions in an internal strategle carporate
service but oyentually fizzled out. The prablern was eeritorlal jealowsy. In the Gauteng
provinelal model, it was meore a centralisation of support senvices of which the current status i
unclear. in Owarberg district a rlsk 95 wat astablished botween all the municloalltles and it =
waorklng wnell,

The need far 55, is due 1 the complexlty, firgpclal constraints and scarce specialied skills
facod by municipalittes. It becomes more emphasized as performanse, compeiitheness and the
nead for contlnucus improvement becomas merd groneunced and to empower customers. 55
might e tha impecus 10 give dlscrick municipalites a reason for axistence, [t most uften relers
to sharing people expertlse but can also be sharing cquipment such a3 & got ol repain truck

In shart & 55 alns to provide 3 competitive sandardized sopport seevice 0 muiGiple

empowered customers’. Thers are a fow models, i

= speciallsed shared sernces model internal to a munlcipality but pessibly having serondary
external customers, .8 I providing a service 1o the S4PE and Stetlan bosch when Stan s
warking for the City of Cape Tawn {"CoCT™);

a  district shared service provided by a Dlsknct Municipalioy ["DR7) to alt or a few of the Local
mMunlelpalitles (“LM™ In s district and perhaps to a faw adtside s d¥rict, eg. legal
EENyices:

+  hasted, shared servicec whareby each municipality in a disteict host gne of the functiors
needing the 55 model; ard

4 prlvatised shared service where by 3 number of musicpalities uge the secvices of a private
comparty o fUfIla function far tham,

Stan cautioned that there Is 3 difsrence batween 3 55 and & co-nperabve agreement, 4.8, the
land invasion units that Theewatarskloof escablished and other munlcipalities are in the process
of establishing 1o assist @ach other should accasions for concerted action arise,

The pnnapal municipality in a 55 madel shauld, snwe o shared services oard to regulate the
furctlans in terms af tarffe, performance. remedial actions, etc. Important is bo saparate the
carpotake function From the 55 as the latter is about pperational magters and should nat get
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ieelved i palicy-makirgd, Adrminlstatve governanes, ate. In respect of human resourcas, for
nstance, recrultrment snd selectlon, training and develapment can belong in a shared service,
Ezpeclally the latber as it is shocking to sce how LG aeglect Eraining and developmant. & 55
training sentre for are or fws DM Sould make a substantial Eiference.

The key princlples to be Lome in mind are inter alla that the 55 shauld be perfarmance driven
and campelitive; for a specific conwacked perlod; based on & certaln standard and not
rustamisad for each participant; deliver in the main fuppart serviees; is mare 1ban a cost
cutting exerg=e; the corperate and serdice functions for Ehe 35 must be separated and be
fegulated by @ charter and a sennce level agreement. It = not about centrallsaticn.

At least te majority of Lie following requirernends showld be met;

% Quality servicas, i.6. a hasic service provided In a way thak gives it oo advanced value, e.g.
striving far excellence;
Juantity Servitns, Lo, perfartming a range of related sendlces;
Flexibility, i tor a55ist whanever roguirad;
Respanse time, spead and cost, i.e, a pood, agreed standard & 2 competitive but afgrdable
cost,

Stan said that bypical funclions 1o which the 35 madel could ppply Include rlsk management,
training, legal services, cost and management acoounting, assessment centrcs and selection
assistance, disdplinary processes, staff adminstrazsien and payrell, building maintenance,
internal audin work study and management suppart services. More complex and dhallenging
optlens Include IT, SCh, pathole repair, tourlsm, LED, Maat, machamical workshay, harman
sottlements building seams ar implementing agency.

Stan discussed the pitfalls, ¢lsks and reasens for Riluee 35 Including different client needs;
terrtaral J[ealousy and burf protection; host and shared services not sufficently empowered
ard protected thus a strong corporate structure being a nevessity; wiaking Lthe mizgake net {0
clearly separate tha corporate and seadce component of the aappart service, excessive,
wrireasenakle, yhreel stlc or unefiordable expectations; Gying te be ewerythning b everpody; a
£5 net being sufflciently competent and msourzad; client Interferenoe in the 55 operatlons and
crafl management; politlcal differences betwean cllant municipal ties; golng too big too saon;
oversimplification of the concept; not being clear about asset shardng and ownarship ancd
labour resistance.

He explained that the Service Lavel Agreement {“SLA™] wll ipclude the getdce menu, the
standards af Services Tn measivable terms, an assessment rating and remediil olanning. 1
terms of the roll-ous, Stan provided the debegates with some guidelines and a st of frequently
asked quastlons and answers, Refor b Anneuras 3 and 4,

Cuiestion & Anawers wera oaalt with in the plenary sessio.

Flenary Session: Expanding and Optimisation of Resources — Maoderatar: Albert do Klerk

Afhect da Klaek, doracpol Mong ger Mdvaal Muemcopety
Ponglists: Anita Botivg & Eren Wollaor

Albert relaged wame examples of out-of-the-hox thinking arguing -hat 54 municipalitles argent i
reed o ga the innowvstive thinking route in order to sabmage their own existence, Vfa s a0ke
about the challenges that Midvaal Lecal Muoicipaliy {"MLMY] face b=ing a medium sized
municipa.lty abutt ng two metros and as such having challenges In ternes of residential and
induskria| develgpment. The majoricy of myunlaipalities, including seme metros, do not have an



elactrical engineer on-board. ML does but he 15 at retl rernent age, sddad 1o that is the reality
of elactricity oowrating at a conshtant deficil For the Tast eight yeas due to municipalitlies not
being allowed to ingrease their tariffs equlvalent to the Eskom increases while all athee
eXpEN=at 3re Ncreasing, &.g. 8 7,36% salary incraaze a5 ofF 1 July 2017 with & minimym wags of
R&,845 pm prescribed, These kind of easts and Jimitations are nat comparable with the private
sechor. These Factors, the hmited number of electridty staff per hoosehold (165 hawseholds par
staff member) and developments like Sovanni City whidh will dowble the number of consumers
i MLE, are ak the core of MUK now i mvestigating the outsaurcing of the electrcity distribution
Lopdce. He confirmed that FPPe are nat a "walk in the park” aed s3id that the current exercise
already brought ba the fore thal & municipality does nat necescarlly “know what It does not
know' which is A hoge olskinitself.

Cuerslion & Ansver Session;
Tha felimwirg were same of the polnts mode ang discussed:

+ Sumartland and other smalles mupicipalitles did ok kase 2 gaod eepanence with a 55 for sk
maragerrent due to the service provider selected not fulfilling the funtdor as was
expectad, K then took cansidersble effort o gt outk of the arrangement and establish a
mare feasible arrangement with another cutsourced service provider. 1t brings to the fore
rhe care that should be teken ta get the right service provider on-board,

= Mupiclpalicles mnst be very carafal when they recelve an unso:Icited bid, §f such a bidder is
not claarly the sole provider of prendding 3 U-igue concept, the bid cannot be accepted but
shauld go aut ba raarkst on 3 competltlee tender including publc participation whars
required. Section 37 of the SCMW Regulztions does rot always provide enowgh guidance
therefore mumicipalitias ate directed 1o wse Practloe Mote 11 issued by NT under the Public
Flaaneoe Management &ct (“PFMA") for more detailed guidance,

»  Embarking on 4 PPP process |5 exgensive thos, although a long process, municigalitics arn
advised to secure oraject development funding frorm NT o pay Ee transastian advisors it
will need to appaint aad it 15 essontinl Fara munlepailty to alse have the rigat skills on-board
[0 matage the procass. Ihroughout the process lzbour must be carefully managed b
they are in principle against outsourcing wnd bapd ko think OF any such wenture as
privatisation,

+  Kis simphy a roality that the privabe sestor mangges gperating ard staff costs batter and
dedicabe much resources 7o the training of their staff for higher eficiences, Unfortunaceby,
muniopalit'es out the costs af repairy, maintenance amd raining when faced with finanoal
constraints.

+ It is faresesn that shared services will need to accur more aod more where there are
pockets of exceilerge that pyunleipahties can share ar where there Is the possibility of
craating such, e.g. trzIning. Espedially capacity duilding could be an crcnllent thared servics,
glbeit having 10 secure a very rellable, menocl pal conversant servlce provlder and managing
it wel],

¢ Iris also foresesn that more and more services will need to be contracted out, e, a caze of
the mualgpality awnlng the property but the private secoor operating i on a lang-4orm
contract. This will of necessity Tnclude geod cantrast enanagement an the runiclpalkty's
sicla

*  With reference to the abkwe, contract managenwent 15 af the utrmgst Impiartance and could
alen ba a shared servlce a5 a it Is 3 scarce skill In munlclpalities. Essential Is ko realise that the
contract mavagernent of A preject needs to 5e put in place while the project is =Hll in Tty
development phase in ordor 10 ensure the operational toke-over o smooth, all necessary
managoment experUse is on-bodrd and conbinyity exlst between the cantract development
ard the conkract Imzlementation.
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‘The new governmeant of the CoT has inherived 8 number of illegal PPPs that were prooured
irrepularly and is costing the CoT a fortune This i erfortuAate and gives the concept of
PPP: g bad reputation. It gndeflines the Fact thet @ munclpality rust understand its
nhjective of golng for 4 PPP and what it is It wants ta achieve. Essentially, metros shauld be
able to do all services internally, For instance, the creation of municpal entties by & metro
sk be thewght throwgh very carefully glven thak such entities hawve exactly the s3me
resources and are bound By the same complianace issoes, thus it mwst really be clesr where
the efficiencies will come froem, if any, Unlorunately, carngption often plays a rale in the
irregular pracuremant aF PPPs, leaving a new gavernment with oo cost advantage, mther a
kuge loss and an expensive legal battle to get out of the contract.

PPPs should not be pursued to solve internel managerlal or other ineffictancios that could
ard should be rectilivd By the municissa lities,

Wunicipzlities should also rot use PPPs to abdicate thulr cwn responsibilities, Ezpecialiy IF
paid a conesgsion Fee ko emanitgr the pefvate parky, a propes cancesslon monltoring office
staffed with adequate and saltable skills should be zet up, Otherwise tha concession foo
musk be used 14 ingoured exbarAal expetisa,

The importance of a thorough, legally complia mt feasibil ity study cannog be avcremphasized.
A thorouph feasthicicy sbedy lies at che orux of sugeessiol PPPS as well 25 shared servicas.
actually any services looking sk alternatlve service detivery, because such a study leads a
munidpality te ask the right questions which chen makes the comenent as well as the
incanyenlent trukhs ga coime 1o the fare and be epen for proper sssessment.

Tk o Cealphin Coast witer concesslon (managed by llemabe Distrlct Muniopality] can provide
valuable lessons in terms of the way in which a PP should and should not be contract
mznagad and the aspeors o be included in & contract of such a lang duratlon Inan area
where many new developments are taking place requirlng the PPP contrack to offer same
flexibility in respect of the extension of service dalfvery to new areas withaut Lhe managing
i pality having ta pecur large and unexpected costs

Currently the [lamkse Digtrick MUnicipatity 1§ #rmbd tkleg on 3 solld waste PPP and the lassons
Iearnt from the Dolphin Cozst concesslon are headed. The praject which has recaived TWR1
ard TVRII approvals from NT, has learned that public consultation and labowr conzselbation &
extremyely important. It [z clear thet labour |5 naturally ppposed to theze processes buk
leglzlatlon does not require for them bo agree only that they be consutted,

Wil-fi eantracts are specileally problematic and should be approached with ubmost csre as
thare are many role-pleyers invohred which might not sven be visible at thy start and shen
surfatw at 3 [ater slape,

Ezzentlally PPPs arc a good wehicle if a municipality wishes to signlficantly expand, vpgradse
ar Im prone 1ts sene|res, not qusk fer baillng out a dysfunctional municipality.

Management eantraets for the aperation and ewintenanze of langhillz o1 treatmene plants
are not mecessanty 3 PRP unless the private sector also inwests in the infrastructuree and
takes conslderable financlal risk, The transfer of risk must inckude (inancial, tachnical ardd
ope rakiong | aspects,

84 can learn much from the French as Just in France alure there are 33 000 actlve PPPs In
the gowemrent sphere, The came applies to Brazl. Mairoki in Kenya [= plcking up speed as
their regulatary environment has oecome more stablilzed thys giving cemiioe to the privae
aector

Tha MFMA makes provision for a three-year review of outsourced contracts specifically w
ersure Lhat A [oeglerm contrael keeps on working for botk partles. It 15 not to re-write the
contracl but to tweak [t suFficiently 50 that it cemains workable. At the sarve time the MSa
mzkes performance management of service providers obligatory with such reports to be
part of the annual mpodt, Unfortunarely, this i not donc and lcads o flawad contract
R APAMENL Praclices,
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OF concern Is the aging corps of municipal enginaars withaut 3 vibrane younger generation
Frolloaving i Lthelr Footsieps,
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mrowth Agenda = Key Insights and Recammendations — Ann Beimstein
Ann dernsteln, Execuea Qirechar, Centra for Cavelopmant amd Enferpyse (20

Ann said ehat South AFca 12 one of The most unequal sacietios inthe world, As many as half of
the populatien |5 pogr with 54X earning less than K750 pm, The pringpal season for Az is a0
unemployment rate of around 35% of working age people (9 million] 2nd a strugglng school
svstern Lhat bas left about hall of all working ape adules without the equivalent of a high schoo
diplama. &rownd 1% milllon 54 adults do Aok have 8 makris.

Desmte mgny achleyements, 36 |5 (0 deep travhile, 11 2016 54 had 0.2% grawth, |.&. suagnant
aconomy. hince 2008 ewvery goverrment predicclon of growth has rewsed downwards, 5S4 =
nowhere near the NDP growth figures and the Intemational tdanetaey Fund ["IMFY] predicts
per ¢aprta grawth for 2017 to fall 4o 2014 levek, Withaut growth, our dermotratic ourder could
umerrap. Growth, should be, but & nat 5A's top priority. Gevernment wants siake -led
develoamert while mast muonicipalities cannot deliver sarvices, In mamy areas, the state s in
declineg and many parts of the state are deeply corrupt. 54 has three differens deocuments for
growth writh different assumptions and contradictory outcomes. In other waord, S4 does nat
hawe o siagleavirled Fecus an growth,

BA is 27 years past ppartheid and hag buile one of the mnosk redistributive states in the
deveiaping world, sa why does S& have so mach inequallty and poverty? None of the housing,
free cducation, cto. programmes provides a way out of poverty. The good story of SA |s that of
the inglders, i.2, the affluent, those witk jobs and thwose with #sasanable sducation, Hownever,
this hac left behind the millians who are uneduceted and [obless. 54 has made bad polcy
decistons ard created its own problems, 58 can now make diferent choices and, akthough
hard, taese wauld stlll be ersler than the circumstances 34's will Fnd themselves n il they do
not row make hard Cnoices. &M hazs &n ecoromwy that needs cver-skilled people and is captal
Intenglve, But what 38 naeds ¢ wark for those thot aee unskilled, The glebal neom is GO%
employed. %4 has 42% smployed. |F W moves to G0, it wall create anothar & millon Jobs.

The carrent strategy & na wage |5 better than & w wage. Only the Expandead Puklic Warks
Programme {“"EPWP"] may pay low wages, ie. RE2 per day without imparting ary skills, Whay
ot allow the private sector w0 do tac same T SA needs Abour intensive growtty, A job is tha best
rivite out of poverty. Expeanding the Lhal senvlce wall not do it Hapid growth, vaskly Impraved
employment, better ¢ducation and training are the vital foundatons of a steady ellimination of
poverly ard buibdirg a more middle class socisty, Too faw white 5A's talk about transfarmation
whale tha latter should hazpen Inchecively. e bo fic guzlity lssges 50 has to implesmanpt
performance management for beter schooling and health care but this Is deral'ed by the rullng
party’s Elllance with the trade umnlons. 5& needs to align tramsfornation st econoemic
expansion and mass indusion and needs to do urbanisatlon well.

N neads a rew appraech, fuang the baslcs. Far twea yvears the COE has worked oa 347 big
chellenges, commissloned recearch, consulted widely, epd produced sever dopuments
oytlining recommendations for how 1o achisve rapid, imduslve growth, CDE advocates 3 routs
that Iz wrban-led, private seclor dilven, enabled by & smart state and tarpetsd 3t mass
employrient,. The Growth fgenda series of decwnzents outllning its plaps are available on

e, okt Srg. 28

Reguirements far effective reform include:

s [Capable, effective, smart state af all [evels of governrnenk,

w  Professional civit serrice appinted on merit that understands how to managa markets.
+ Competitlee markets, liftirg the barsiers sectar by sector far black 2ntreprenears.
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Country should stop playing to its weaknesses and Focus on ks strengths which Inter alia
inglude an tvgellent conshitution, the rule of law and a wide spread lagitimate legal system,
world £lass companies, integrity and credibility of key pablic institutions, e.g. MT {albic ac
risk] and the Reserve Bank,

We slready have a system of citins.

Prlaritles are vital to direct refarm. CDE's proposals intluds;

Govarnment must place accelerated growth and empleyrment ab the top of the policy
agenda.

Transformation and growth should weork together for all 58°s.

%4 chould agree on one credible strategy for growth based on markats and irmpreving the
effectiva state,

lobs For the labour force it has not ‘tha ane It really wishes it had”

Fxport processirg zone for Nelson Mandela Bay Metro cashing in on Che Jabs leaving Ching
by attracting Iow skill masufacturirg campdnles.

Pro-growth daoes naot miean antl-buisingss, this must change — 30 Aoy has a gewernmeant
that is crmy-caicalise andd antl- busingss at the same time - it 15 a worst-ese scenario,

The entire skills @lpeli<e must be reforrmed — 1005 means 58 kas to focus on the quallty of
its cchaals includleg private playars ta upskCll the ralrers.

58 shauld recoult Toreign skills in large numbers In order bo train SA's, e.g. in Silkeon Valley
over 45% of the companies were started by skilled immigrasts, Rermermber, it was the
Hupuendts wha braught winemaking 1o £a,

S&'s future Is urhan, over 3% in 2011 and the trend is clear. However, A cltles are
behind. In Cof and Ekaraubenl mMetro |t takes 46 days and G procedures ta stark 3 rew
busingss. In the eThekwinl, HMB and CoCT Metros It takes 56 days while Lhe glabal
average in terme of devaloping countrles points to 30 days in Kenia and lecs than 10 days
in hialaysla, Maxica and Ch:le. Thus, %4 has to repriortsise the national lod pollcy agerda 1o
promate urbansled growth,

In the same wein, cties must have more say In how stale-coned enterprises allocane
inwestment, 54 newds to rethink how <3 cilies gre finanted to make the citles more In
contral of thelr own destiny with a suppartive netional palicy. 54 shodld ot focds on
townskip economies in isolabon but inbegrabed cities thus think bigger abeut townshla
fEGAOMm0s.

Addressing the apartheid spatial legacy by reconfiguring the howslng pallelas. WMo rara
perlpheral settfernents, rether in sity rpprading and incentivised rental stock wn eaisting
plets. This alse means re-balancing the spending an bulk isfrastrocdure,

Rethinking transport policias to enable accezs to coonomic opportunities, subsldisiag
passengers rather than the bus companics.

Allowing the power and efficienoy of the markets o divl uran econaraies, i.a. enabling
howsify and commercial propety markets to funetlan efflceently rather than offinals
huilding and managing housing stock

A mmofe inkease faous an husiness rather than bureaucTatic inkerasts.

94 needs growth and emzalogrnent coalltions, [e. powerful peaple to get together to
persudde citizgens [n respect of densificatlon ard ather perhaps unpopu lar policy detisions,

Quetticer & Anmwer sesslon:

The follawing were seme of the poinds e and discissed!

Although densifyicg the SA cties is called for, strict urban boondarles may ro. he
cnfarcoable gives the rate of urbamisation, As the latter unfalds, there wili be instances
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whare ~he nelghbounng smaller towns wil | beceme Incorporaked inka 3 metro but #ach el
and community circumstances will dictate the city's growth bounda res.

The consequences of expensive dekt wlll avershadow the 54 budget for the next few years
to <omie dut to the junk status just afforded by Standard & Poar to 54, The ecanomic and
palitical reperoassizng wall stlll pan out but wall be immense, It |5 the task of all 52 citlzens
itz fonnect the dots aroumd state capture and become Informed ard act therson. One
should rrrake sure the unacceptability of the irrespansible action of publlc representativas s
eommunlcated to 6l membecs oF legiclatuzas at all levels of govertment. hdass organlsing
ard pressura by all ciizens against the currant state of akfairs ace callad for.

[n some cities [t may seem axs IF the middle class |5 leaving the cltles as these become
populatad by the poor but o needs to be understood that there are mary different city
scenarlas and in ary growing esonomy 1hers would be a growth in wriban poverty, For
Instance, In Indla such urkanlsation has led ta meny people baing led out of poverty, i.e.
250 milllan over the [ask 20 — 25 vears, ascondly, what baoks e apgalling urban poverty is
eften skl much better thar the dreadfal sduatsan In mary eueal greqs.

With reference 1o the growth of populism, 1t should noc he Forgotoen that the 55 voters are
mainly conservativa with over 0% baing Christlan but IF the greaveh of the papullzm and
state copturd is mok styrmiwd, 58 ixs In for a rocky ride,

The nat’onal dowrgrade wili hawe a defirite Impact due to the Fiscus having to tut back on
expenditure to pay the nsing debis, with less national reveriug thus availadle for previndes
and munictpal services. secondly, businesses wall be reluctarmt to expard and tkirdly,
heuseliolds will face higher interest 2ates and fied it more 2od more dificult to meet thei:
expensec. The cument scenarle provides an opportanity t0 cithes b0 speak, oog and make
their veices heard.

Flanary Sessicn: Conribuling to the Growth Aganda - Maderator; Arthur Germond

Arthue Gerrand, AND Raginage] Oireckay far 4
Panplists: Anto gothe & Stan Prelipee

Arthur pésed three qeestions ta the detegates, e 1) What strategies have municipalides
developed to achieve inclushes growth? 2] How do we achleve |nclusve geowth, 2 each
murlcipaliiy Jdoing it cown thing or warking in collaboration mmore an a regional scaler 3] How
Ao muestipalitles lnk up and engage with the pelvate sectar W communicata the municipaliog”s
pricritles and also understand business” priaritles?

Quesktion & Anzwer sesslon:

The follerwing were sorne of the poirts mode ond dlsoussed:

Inclus e growih s @ cornpen objective far Sities to address particularty the spatial layout,
transport ystems, Btc, Pastnerships are needed but do not necessarlly hawe o be BPPs,
thase could alsa ba co-operative agreerments — formallsed and non-lonmalised. E.g. the CoT
hasa formied reference geoeps woth for ingtance thelr top S0 walde coAsumers. |n
determinfing their needs, the CoT was able to secure privale sector funding fo upgrade
three borcholics 1 produce an addiBonal and quita substantial volurme of water. The costs
wara sponsored and the pssets donatwed to CoT. & win-win stuatlon enabling the CoT w be
less reliant on Rand Water and the companles to kave mere water avallable for own
production processes, Such mutoally benafal partnerships are also forged with ecademlc
institutions, the C5IR, étc, The CoT also has a programme termed ‘zdopt a spot”. 1t implies
citizens asslsting the Cliy to maintain a pasticular ares, eq sidewalks, parks, ske. This
enables the City to focus oo services’ develzpment with its scarce resources. Forming thasze
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kind of parcnerships & part of the stratepy 10 achieve inglusive growth Bottum line — the
Boodwlll of the privsta cectar to asclsk eausc ot be opderestimated especially [T 3
municipality Is prepared to communicate its challenges frankly and apanly,

The enly way a clby/municlaality can rrive at 3 kong term econarmc plin focused on
intlusive growth is & talk widehy t& its stakeholders, In Melson Mandelz Bay Metro
["WEAE™Y, ten clusters were Identified for facilitated disousglons. The ingam rocelved was 5o
rich that a secord round of discussions followed to consolidate the communlcated needs
it @ strategy and plan, 1t s clear thak the development of a oot will be Lthe major catalyst
to wilgck development potentlal. To achieve 1he latter, NMEB will need b go Into
partnershiz witfn Trancnet, Kowga, etc. The challengs |5 ko get all these siakeholders kp
dgree AN @ sosnman vislen, This has led 10 NAB caw baing in the process of developing a
strategy araund partnerships. |t s thus recogrced that ehese consultatlon exerclses need
t be substantial and is a process taking considerabla time and effort.

Linked to the above, It & critcally [mportant that stakehalder meetngs focused on
development and grawih partnerskips, be attecded by senior officials who hava the
perspective o see the potential of Imthatives angd rnin wth the steateplc plans.

It can be acgued that LED i not mudldpalities’ com business bue a secondary function
shared with many others. Hawewar, it should not be relegated to a Junlor afflelal ar only
cne divizion, it is the concern of the whale mueicipality and other provincial and naticnal
crakeholders, e.g. human setTlemeants, roads, ek,

A myn|sigaliy's tiaen rele is 1o craote osofe destination (o investors, A friendhy imasster
enviranment would Inclrda no serous protest ackions, reliabilty and easy accecsibility of
efrastructure and servces, aflardable servicas,

In Theswaterskkoof, the municipality created an investor/development committee where
all ielevant divlsians are represented 1o create & ane-chanpal accass fer ivwestors, &8s also
In the prooess of Creating macra matrix sinsctares far eacs of the fe strakepgic priormes,
c.g. LEO, that will funerian alongside che formal hicrarchical structurm af the municipadity
Municipalitias must however be tareful pot o et development. needs be dictated by the
private sactor. Gavemrent Taust take ehe lead ko ensuce the fost oF [nfrastracture remainsg
zffordable and work places acoessible to its commun’ty without havlng to change transpart
rouses. [t entails well communicated policies and regulavions, If a aae stop structore is
crepted, measures must still be tsken 1o root out slla mentaldles wathe the mumgal
tearm,

Swartland Is growing at 2 rate of 4,7% per ennum. In 14 years’ the population Increased
Trom B5 900 ta 133 000 people, LED is practived acrass the whale municipality, Fortunateaby,
a 008 vison to lmvest In bulk senddess, the landfill, ete has made & pogsible ko
accommadats this type of growth as long ax water evailability ard Eskom power avallahbility
ako remains rellable. Enternal arangements algn kopt Lp given BRat St anly tock © days to
approve building plans, down From 7 days In 2038, Oeveloprment con:nbutlon policles gre
now rederred ta as development charges ard organs of state alsa pay for building plans.
Mso In place 15 am glectronk plakfortm, e, easyED [econornic develapracnt) assTsting
developers t0 Lommunicate with the municipality £hus getking angwars within a wesk.

In rating municlpalttes” abililty to daliver servicas and attract imvastrment, it is iy faire b b
cognisant of the location of the municipality, 1.e. abutting cthes or more rural based, the
sige 0f 1he area oo be serviced ard the rate of employment as these dicate the challenges
faced.

Reslidential developmest & shilk thrmepg, Howsver, more atiention must be paid to
commercial and industriel develepment as these are the |ab providers. Especiplly the
warehause industry is [ast growing but real marufacturing capacicy shows a negatve
grawth.

As pointed out by the growth path presentaton, every cloytown must understand bts weak
and stegnp points including their ‘competitive edges’ and focus on Lhe latter. Eg. the CoT
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focuses on mobor manufacturing and industrius secondary to this industry ard Swartland,
fion Instanse, sees thelr sereagths s thele infeastructure, proxlmity to Cape Town and lewer
labour rates with the blggest game changer belng the doubllng of the N7 highway.

Rictating Investment means that the municipalty widerstands its core induskres and direct
investmant ta Lheso in @ manner that will allcw for inclusive erowth, Alsa fodus on
develnping inductry potential in 30005 whare [Aa0e 15 alrendy wilable. THES dacs nat imphy
that a city/municipality ignores the development of It CBD or densiflcatlon programmas,
only means that home & work is comblned in a ratlonal mannar alleyiating more pressure
ah the trangpeart Systen,

Munigipalities shauld nat only fook at their communities as being unemgloyed and aceding
ernployment, housing and services. Murlgipalitles must become awzre of the Db of ther
communitles. The Department of Science and Technobogy ["D5TY) is dniving @ process aimed
al adding ‘ishcyvalion” as an eisential element of LED, Innovation inter alia vpeaks to the
traditlznal know!edge and pract’ies embsdded In those communitles that rusk nok get lost
Far future generations and may add valuable knowledpe as to the ‘how and 'what' of the
LED that will be workadle In commun tiss,

pAbOmBER 5 2l Mepoticnedng mush groweh, both from the poblic and private sectors, g
belng a host chty 1n 2010, the seat of the arovinclal leglslatere and now Fousing new courts,
etr, These developments heve sear: quite an influx also since the oty is on route to Maputo
but the roads updrade of 2004, taking trafflc past inskead of through the ey, preverts
congestion. Mecst Importantly, these developments heve creeted 3 corpetitive edge for
Lhe Sty stTmlaring mauch groverh.

Saldanha Bay mdustrial Developmaent Zone {“SBIDZ"] was created five years ago and for
four years nothing happened. How varlous pisces of {and are available for rentlng o
investars, These 'miestors need a competitive edge. They expect a direct line ta the highest
offlce of the municipality with quick, rellable serviee delivery and special tanffs, To areet
demands municipal offlcers must become mere dillgeat and have directlon.

Fram 3 developers perspective, thare is an understanding rhat the approval of
development plans do tae time. However, the expactation is that municlpalitles must
corlinughsly communicate pragress and this is where msunidgalites aee licking.

The question was ralsed to what cxtent do the preafinees threugh tiaeir human settlecent
subsldies, mess up mynicipalmes’ vislgn? Often there 15 a lock of coprdination benween
Ical and proviecal government which has a negative impact, &g RDF houslng in
tradilional areas where the municipality is ot included in the initial negotiotions bt onby
whan sarvices are needed. On the other hand, such subsldles could alsa have a posltive
impact. Especially iF axténsive and rolled out aver a number of year:, the subsidised
developraent could maka way for che astablishmene of other Jusingesses such as hardware
and brick-making facilities. It is for the municipalties ta align thair LED initietives watk these
now $ing prajects and make provisien for the malate nance responsibilities, which could have
guite g bilg financal irnpact

Sumninarlsed Impartant peinks were:

Municipaliti®s to know how oo gear and strusture chamsebes w0 rmake the rmest of
dlseuss iors with investor stakenolders and how Lo stream | ne the economlc 1genda,

For taese dccuscians people with sulabie expesise, capabllitics, capacily, pastien and
enthuslasm for the development aganda should be wzed and senior officiak ta be highly
accessikle,

Makiag It possible for investars ta net an'y [weat but also @ssist, requires The esbqblishment
of programmns which clearky indicate the municipal need and mutual benefits to be
der wed.

Building =tratégies amund partnerships are escemtial in order o =pell eut mles,
I“E'Epﬂr'lﬂll.‘-'lh"[l'f'i ard i lEteatATIon Mmeaslres.



*  Wlost striklng, was that inclesivity did not feature as central o the discussians. it was clear
that miwnicigallges” main Jriviag foree |5 ta be atiractive and economically competitiee and
not neceszaniby to ensure inclusive growth is achicwved or to do thi= on a regional rather than
a locat basis,

+ The imprassian is then left that, except for ande ar tes delegates, rmunlcipallkles might net
hanaer reached 3 stagoe where there is braad undarstandlog of and commitment to incluslve
growth aven trough the planning phases, i.8. I0Ps do include comeunity consullalon.

* A5 also painted out in the Growrh Agenda books produced by the CDE, it is espucially srmatl
hysinesses that are £t a dlsadvantage and must featurein incluse grawsh,

3 Apri] 2017;
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Re-cap of tha Second Day's Proceedings — Joggle schollz
Jopgie SchoMs, Mernicimal Manerer of Shartand Municipelifr

foggle gave 3 very comprehenshie feadhack of the proceedings of the previous day, He spokz
about 5 LTFP ac being 3 tool which ran prowide pradictability in a warld of sanstant change and
sa3id that ASDMGE, although 4 long and ardunus process, prowide a way to expand resources, He
gave 4 bried outline of the scope, processes, role-players and challcnges of these setvice
delvery mechan gms.

Turring 1o shared services as a way of ootirnising scaroe resources, he aointed out the reasens,
benefits, corsteainTs and ovpes of shared services which can be explored. With reference bo the
first pleanry sessian he inwlted the delegates bo again contemplate the quastion: "Are we able
to articulate what we don't knew?

With resperct to the growth path facts and figures which wete prezented, he quoted varlows
=tatistlcs as provided and reilgrased that che aecelerated greast h we neaed in 54 |s dependent on
niass employ ment and inclyslan of all aar people.

Breakaway Graups

The breakaway groups dealt with the Tellocwing guest lors:

1. WHGE de pou expect fram a LTFP? What should it consist of and what showid be includad?

1. How would yowr inshitutionsiize & LTER, Le, aotbed (2 inde the momicinal system b serve as 3
toal fur grawth o develapitent?

3, WWhot do yae identifr os procticel chollenges ta oitermative serce delivery mechonisms ong
snoved services?

4, Whet appectunitiss do olfernehive senvice delivery mecharisms and shared senvlzes offer 1o
shisifora grawk and devalanment?

16.1 Feedback Breakaway Group 1= loggle Scholtz & Garaldine Mattle

Jaggie Schats, Muarcpal Mamager of Tacmonc iy ncomity
Geraiding Meftier, Mmool Manager 5f Stelladhosed Modicpoloy

As anm gpening skatemwept, loggle sacd; “Time 5 agalnst us with the davelapment of lang: tem
flnenpcial plans. What yau see equals your a<titude with regards ta a LTFP, thus what you b
striving for, will inform your LTFP™, He 53 [sadership and tearmwark bosed on kpowledge,
mard wotk and attitude s ossentipl ecpacally attitude and the leval of sustainable
performance with regards to a LTFR, bs determined oy leaders. Such =ustaina‘aility i detived
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from 2 pood organlsatliongl and 4 goad operational Fedus embedded in a LIFP driven by a
team which indudes the couacil, administration and community. To develop, sxecute and
implerent a LTFE there must common ground and a shared will balwaen these partles.

The stenario facing municipalities teday |s one of inoDreasing unempleaymant, shvirsamental
dacay and poverty. £ut all is not doom and glaor. Through an embedded LTFP based on their
IDPs, SOFs and ather sectoral plans, raunicips Ities can declde what thelr fuiure fooks Gike, By
g nbracipg the faur “E* s af lack Walsh, former CEQ of General Ebectrse, L&, energy. energize,
edge and execute @ better future is possible, It obout on energatle team that enargises all
other parties, thus creating an edge and then using a LTFP to enable execution, The latler is
gxgre mely -mportant glven the everall lack of abillty in [ocal gowernment 10 eugcite skrateglas.
The departure points are: “where are v whers dowe want 10 go And how de we et there™
with @ LTFP navigating the directian.

In respect of LTFP expectaticns, the graep pointed our that it should provides

+ Aroadmap to zchieve sustalnabillty and linancial vlagility;

&« An economic out'osk and growth objectives that Will lead o revenuwe ganerating
infrastructure; and

& A risk assessment [ncluding @ determination of tha risk appetite of the ansa.

Ta thic end, a LTFP should intlude;

+ Stkatus quo 2valuation;

& Strateglc focus it.e. of spatlal, infrastructurs, econamic growtkn, saooal develogpment,
EWOT

Stabilized and optimized sources of resourees, e an rconemic outlock;
Cost contal nment measunes;

Rewvenie pratect i

Ravenie growth;

Revenue enhancemeant;

Revenuc management;

Suctainability and via bisity; ard

Rizk assessment with different séenariss.

* & & & & B & B

To enable institutlanallsation of a LTER, 1e. embedding it inte the municlpal systea as a teal

for growth and dayelopment, the proup advised the following:

s+ Make [t part of the nsunlclpal perforrnanoce management sysber;

v Develop KFI™s and reascrable targets bazed on ii;

»  Align alanning and the budget with the vision of the munici pality;

v Incorporate everything into the LTER;

»  Be aware and bring acrass the awareness that flnamce 15 the busimecs of the entire
Arganisatean In particular the top management and governance struclures;
Enable finanue 10 be the cross cubtlog caardinators;
Create and demand coeaccountakility of all stakeholders Involved thus evaryone must
mwn the LTFF,

The proup Inaked at ASDMS and came 13 ke corcluslen that:

= AS0Ms is not a "walk in the park” but 2 carmprebensive process with 8 ot of pitfalls that
demands 3 [eval af matu sy withen a2 | aplementing rounicipa lity;

» Imternel and external stakebalders are 20 very Imponant but be rerminded that trade
uniang must be conagy ted nol negotiated with;

» [ften the process of ASQMe iz hindered by a |ack of Insttutional capacity, Infomation
and the will Lo implement the process,
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«  Adherence tao timeframes is difficult and made even mere sa iF there is a high personnel
and managernent lurnover;

+  Extemnal consultation wath communitias holds its cwn challznges ut is «wseatial for boy-
in te the process and the eventual outeames;

Scope & budget are further challenges; and

+ Often there are preconceived ideas about the salution bhak might create okstacdes 15 the
way of neaching the best outcome,

s Skills trar.sfer to monicipal officials is necessary But Nt always $o casy;

+ PPPsface much resistance and are plapued with milsps roeptions;

The legal f operational interface, 1.2 putting legal covtracts inko operatlen has varfous
challenge which must be mitigated by adequate transfer of knowledge 10 Lhe
impHarmeanlers;

s Corbract managoment 15 essential but often not done well and & skould be deslded of
interng| expert 52 for o exlsrs or If external management & monitoring might not be a
bBetter option;

* Lahour wilk always be a challenge oen the ideolopical differences In terms of outsaurcing
that persivt and the political @nviron ment shawd be stable enough 1o sea the process aot;

» Thae sikb meatality of municipal departments and divisions works againsl a good ASQRY
process and cantract maoagement; and

= Tacabsolube necessity of o gowd Feasibility study canngt be gveremphas|zed.

The growp identified the fol'owing opportunities offéered by ASDM and sharedd sevices o

stimilate inelysive growt b and develapment:

Yalua for money and adding to the muelclpality’'s resonrees

Adfordablc servioes for the municlgality and 1ts comrmnitby;

Transfer of financial, operatianal, tachnical risk fara sereite 13 3 privaTe party;

Upprade and maintenance of ageing infrastructure;

Increase bulk infrastructure capacity)

Enabling the municlpality to be more competitive;

Melghbouring mnnigpal bies can camplement each ather for the beneflt of the reglor,

rather than coampeting with each ather, eg. [Cvarsirand ws Botrivier);

Ecanamy of scale improves I yau work together, e.g. ‘andflll sltes;

& Redirection of resourees for own unique maunici pal requlrements;

v The private séctor may offer scarce and vnigue skills ang 2apartize and 15 generally knewn
for gogd =raining of their workfarce; and

I mpreed access to techrakigy,

T ®* &% ¥ & ¥ ¥

Lamments:

It was stressed that a LTFP must have the buy-in of all the stakeholders including all staff,
rouncillors and, thraugh the IDP, the community, When translated inta KPIs and Largets, the
lakkar sheayld oot be only For Lthe sake of complienoe and thus drafted in easily achievahble
terrms but should b Based on all the stratepic objectlves sat in the IDP, ba smart and stmtch
all voneerned e do eeceodingly well. Toowald perfarmance managemen: being used in the
wigng maaner, It Is adwsable not to link performance bonuses to £ Another measure to
Implernert is the setting of personal peformance indicators which are not audited but
focused on winebner Ese individval is ceally strekehing himy/herself By enhancing what the
organgition 58t out to achleve. KPIg with a strang strateghe content must be the standard.
Cruclal £ 3 wall done and well ownad IDP that dictates the KPls and targets to o achisved so
that KPls cannot be manipufated. Thos, the IGP i the sowrce documsnl driven by the
axpoative tearn and which indicales bazeling, inpuls, ostaets and outcmmes and the LIFF &
hiat 8 secand IDF bt an interpaleed, walusble enabling toal to accomplish what an
a:ganzztaonfindividual sets out ko achieve, The LTFP zllows for these outcomes ta be put in
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place Bit by bit wthrowgh shor term tarpats, propressivaly movirg: ferscard to sustainsble
development and griwth.

Feedback Braskaway Group 2 — Ahert de Klerk
Albeer da Kerk, Munkoipal Mamage: of feio vl Waicigo ity

Albert zls0 emphasized that & LTAP has became an essentlal taol for municipalities. isoussing
che cxpoctations af a LTFR ke baghlighted thad;

Lt zhould provide direction and guidance to achieve the strategic aubcomes;

It Tust ancure sustainakiliby;

Be for a duratlon of betwaan 10 and 15 vears but broken down to 5 year short-term, 19
vear medlum-term and 15 year bongtorm goals zhus not missing out on the immediate
things ta be do e,

The engineers & planners must be part of plan 2 ensum implementation theroof;
Cperatioral & CAPEX

The level of detail will be different for @wary municipallby based on what |5 needed;

It should be done or revlewed at the beglnning of a poltical ferm £ be optlmally
b ki izl

It must find its homne in the very ficst IDF, stay alipned to the [DP, and link with the budgeat
and Service Delivery and Budget Implementation Plan [*S0BIPY],

Ir Wlentlfying the companents of o LTFP, Albert sad that It s=0uld include:

*

An assessment oF enviminment history, i.o. where tha organisation comes from, asaocts of
Itz istory that still hes 2 fundemental maack whetker [t be spatial, soclo-gconomes and
also the capabilities of its hurnan resources component;

Status quo of all services including planning and englneering master plans (nate: when [t
comes to the [atter, @ municipality must kocok at who owns these masterplans, . the
intellectual property of ezsentially the town/oty slnee In mest Instanges |§ woeld bea
esternal eansuliants and this is quite 3 rsk which shou'd ideally e mitigated v the
rmualelpalivy havlag the soffware aad ablliky o own the meste-plans directy even if
eyzarnal expertise [s naaded to update thesa);

Sorio-economic data

FWAT analyss which & diiven by MK and team, they ot da the work and own it ta
ensure its credlkility;

Creditable assumptions - as the LTFP will anaealdzbly need bo deal with assumphons
bayond five vaars these cannot be (lawad;

Sirategles to do comective measures which fundamentalby calls on the CRD and team to
du budpeting in & way to ensure all Impaeratives are met;

Incorparation af a financial recovery plan (short term actions| is such exist;

Audit cukcomes and renagement letters rust Find thelr way inbo the comective
mdasures ardd strategies of the LTFR;

Inelugive of risks which are identified adequate iy quick e nough;

Targets, indicators end outcomes which are tested apnyally, Le, bhe honest about far
instante things im Lthe anrual report that Indicates scme 1weakl g 1o be dane;

Financial outcome must be aligned with Medium Term Revenue Framewsrk {*MTRE"}
(the Divigion of Reveroe Act ["DORA"] gives only 3 3-year window which must be carefully
tnanagad); and

Careful manageracnt of dwa funding as this is the only funding really urder own centrsl,

With reference o the instibroonalization of a LTFR, the proup highlighted essertial measyres:
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Tre LTFP to be approved wig 3 Coungdl pesolution anel owaed Dy palitelans and
P gerneat;

Ultimately the bR is the owner of the LTFP and s must find its bowe fnihe personal
seare cerds of the management team - nat anby on an institutional level but 350 ana
persenal level;

Institutionalization of the SWIOT;

Corme upwith hard fegures,;

[t rayse seare with che I0P, findds 45 way into the budget and be tranclated Intothe SCEIP;
The managst w introduces Lhe LTFP must have crecditanliity and the trost of all parties
wha rawst buy Inko dt;

Ensura the actlvitles, ontoomes and serakegios are assigned to individuals with due dates
rrd tAshs

Cashbpards, guarcerly reports, perfarmanee reports, £, must indude an adequate lavel
of expression of hoaw the LTFF i being met;

Ginge the anpual “bosberaad” is where the breader glanning is done, the LTFP must be
dealt with there to ensure the 100% buy-In that is faqulrad

Cn the toplc of “lmited msoorces call for innavative thinkieg and alwernative measures’ the
beam discussed Lhe chellengss to ASDM s ard sharad services as belng:

[ 3

Lack of leadershlp & change of charplans;

Palitical differences copeclally with shored gerv.ces;

Aim of shared service being revenue enbancerment — which 18 15 nat, it 15 breader than
E kot

Lack of & camman vision, eg. shared sendioe for ane bug net far the other ane

The municipal environment i losdad with people who percelve thermseles 1o be the
bass' and afher adjacent lecel municipalities are not Bs gaod — this |5 not fraldful grownd
for a shared service to be psablisked;

Etakehplder recistance, £.g. internal, senice preniders, ate.;

Perceptlen of copnplexmty in serrns of Both PPPs and cshared services which make
municlpalities to rather vteer away fromit;

Repculatary environment of municipalties acts as a barier for the private sactor to a<twr
the ayuicipal lunctions and space;

ASDMs are tieme consuming, specifically the lengehy decision perlods.

On incluslve growth, the grouo Feels that:

It ic a multi-faceted, multi-perty focus that must take all sectors into ascaunt, deal with
urbanrural, e thus ehe ehallengs 16 the [dentifcation and structuring of projects which
anll Enable Ioe!ushvity;

[mportans 5o include small and medium enterprizes;

It will need b0 be targeted and phased in, very carefully articulated and the nutcomes well
tefined. Tne departure point must then be to really understand what <he needs of the
varkous cammunities are to hava a ckills' based and rezcurces” based approach,

Cn oppariuntes in respect of ASDMs and shzred s2rvices, the group ideniifed that:

[ 3

Lhared responsiblltizs shared services could bBe very bemeficial # costs ere =hared and
Innowation & gursued, e.g. training

These could Increase the level of service de!lvery and asslst -a fill the capacity gaps in
mu nicioalities;

It stlmulates che sharing of best practice through peerleamnliog and krowledge shardng,

et
It is furdamental to the success of amy strategy and plan to do good intarna. interface
management to break down the silo mestality bampoering ocal gaverament and it 5 fot
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always about "what' 15 said but by whom and how thus rdnicipalites mast choose el
messenpers well. Training staff by bacome mmulti-skilled to understrnd the wodkings of the
whole mypicipally and becoming mobile within the structure as well a5 creating matrix
teams, could assist with breaking down silog and addzess the problem of retaining scaff. The
power of commu aitias oF practfoes must not be underestimated.

Matlonal Treasury has recelved Funding from the Infrastructure Investrent Peograrmme for
South Alvica C*IPSE™) to 3sslsk selected municipalides to develop LTFRs, Five munitipalities
have been selected end the second phase of selection will be 10 — 15 runlcpallties,
depending on Lhe fanding. The fedus is mesthe on secondary clfies. Key to this inikiative is the
ability to ereate baakable propects. Thus, NT ic assisting the muricipalities who alceady have
LTFPs b0 accass IPSSA funding For Identfled projects. In other words, the mesage i that LTHF
can help municipalities oo unlack the fundieg that they nead.

17 Applylng the= Prinelplas of Business to Local Gowernment = Les Mortimer

Or e Mortimen, Sohaol of Pubic Loedecship, Srafanbazeh Unrersity

Len scaited aut by polnbng out that success of municipalitles matter to the futdare of 34 a5 icls
at this tier of zovernment where service delivery and qualiy of life happans. Ha poleted ous the
link between tae oblects of local government 25 enskrined in the Constitutlon, the IDF and the
Performance Manegemeant System ["PFMST) 3t municipalities, Similarly, business matters as a
party to sustainable esonommic development angd greawwth and a partnering betwean the parties
is very Impartant. He emphasized the importanoe of community garticipakion, guality of life
ard sustainability and thesc mn only haspen through successiul resource utlllsatlon and
mobilisation.

He sdvocated that municipalities should measre themeelves in rems of the Effldency Factor
which inclwde crteria Indlcating the Liveabllity of manicipal arcas and alse benchmark
therselves with the view to be competitve, This hewevere did not rmean munlcipallzies should
he run & Bagsinesses os t@ele prirnary &lm | npt profit-making but to take zocial Tesponsitility
far the comman gead, thus providing services well, The lstter requires good planning and
management. Thus, In essence, municipalities exist 10 ensure the sustainability of
devalopnental looal government by using business practices. The key to Eals accord’ng to Dr
Mortamer Is in optimizing the return, Thus, munisipalities mest compare themselves, do
benchmarzing; manage thelt knowledge kaze; find mdvadualized solutions! inwvast tn skils amd
suceessinn plannaing and do performance management correctly,  lonovation is 28y 10 make
raunlcipal ltles smarter while mentorskip and coaching are also key sugcess factars. Investment
in tha organisation's culture is a5 lmportant 45 strategic planning. He explained now far bekind
54, iz in berms of the use of technology and =mart clties and said the resules will be astounding oF
LA citias embraced the sTmart city rowce.

Len explalaed how the silo issue within municipalitias is of grave concarn, 1le referred 1o Peter
Senge wha introduced the conccpt of the karaing organization where the main alm is make
sure Hsat irstitutional memory 5 not last and knowledpe shared and transferred owar time.
[eferving 19 the book, Suilt to Last by Jemry Collins, he s3id companins that have been areund
for about 150 years were compdted to other companies and b was found that these ald
cornpanies had lorg serving CEC's a~d proper swecesslon planning ie. on avarage it took 10
yaars to groomn gnd coach their successors properly, Also impartant 15 if municipalibes have a
claar plebure of the reads of their communities, Withouot proper publes partlcipation, & 15 net
poszlble to determing commusity aceds and abtain their buy-In. Turning to performmance
manapement, Lea rmade the pont that muniopalties hava starbed to measure too many things
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that am: ot AElavant T steategy Since performance management & all koot the achisvemeant
of skrategle poals.

In discessing the deivers of discoent2ni, he mentigrned red tape; avecregulation; fruitless and
wasteful expenditure and protest actions. Focusing an red tape, he said it is a definite bamier to
Eovernmant / Busiiess volasions and mentionad 1hat in 2004 the coct of compliance was found
W be R7%hn gr 6,5% nf the S0P and these findlegs did net even include the BAFMA and its
regulations. He cired déstrust, namow black economic empowerment and the “dealogical
differonces of trade unions as some oF the main reasors wiy PEPS are nab taking off In SA,

In=er alie raferring to the Mokinley repart on "How & rapke & 2ifyr geeat’, Len 2ald che following
can make a rounicipality great, e, stmat graweh; do more with less and win supoort for
change. The underlylng principles are: &
Barter pyidepce For decision-making;

Greater engigement and empowerment af citizens (oo-deslgn and co-deliver}):
[nvestment in exportise and skills building:

Closer collabaration with the private and =ocial se+tars.

He shated 1hak ‘the bullders of vislonary companiecs tend to be chock builders ot tima wellers,
i.e. people who leave a legacy that outlasts them,

Talking about the systems that are at risk, Len spoke at the water, coecgy aod food security
nexus which means that the three spetars, e, witer secunty, 2nerry securry and food security
are mextnicably Inked and that ections in ane area more often than not have an impact in one
or both of the oehers, WIth this nuxus e, water, lead and energy scarcity] belng wvery gvideny
i our currenk bime, extraordingny [egdership and innavetive thin king ere requled 1o work hand
in nand with smart growth; dolng mo= with less and winning supeart for change. Innowkion
would incleda ingtitutianal, organlsatonal, process, concentual and technologlcal as well as
nan-techaglaglesl selutions and drbeers far Innavatlon are:

effecilve leaders;

capacitated public sector employees,

organisational culture;

promotion of team-work and partnershig;

am onermtatean bo achieve measurable progrezs;

soace and opporturities for knpwledge exchange.

af the sarme tiee govarnmen: must genuinaly improva the capacity of the public cector by
ersuring mant plays a much greater rolu in appointrranes; seqausly deal with correpslen and
wiaste and become more dooountable while cutzlng e casts of delng business,

Lastly, Len dealt with a few examples of Lhe rale planed By Sonan goveroment’, Far Instance,
Cosarm bla which was seen as the most violert oy in the world |5 now 20 years later the mos:
innavAtive City In the world and In Rio de Janairo innovation was used to bring basic high quality
sarvices inba the slums.

He ernded off his presantation with the following guobe;
Manogers ore ks emploped b mgke Ok edieble Agpgen. Teey ara empioped e meke haposn wha
othervise wauld nad hagpen™ Or Hedke Bruch,

Dxivers of Effective and Accountahle Business Engagement with Local Government = Llannie
Moolman



-

Tt

Jgnnle Mcolmes, trecetie Chairman, fioeimon Groug

Janwig sald thag che Maolman Groug 13 comrmercial propecty investors with invesiesents in
aporokirnztely 45 municipal areas who 5, dazplte 54 many challenges, still pecitive about
duing business in 58, He s3id that it is a collective revponsibility to put prowth going In 58 with
bursiness anel gavernment both wanting 1o see the <oumry swoesdd with sucoessiul
rounlcipalities and successful communities, This Is the deperture point of engagement between
buginess and munlclpalitics, Toil.usteace bis viewpeint bo shared Ehe following quote:

"Car feriare — ioke i work, Souet Ao belorgs e cll B2 peopre dehd ol future af dar coarnitoy B aw
cotactive future, Moking it work & owr coflective responsibilty, AN Sovth Afncors seek o batter futre for
Hrenredves rad thelr chiidven, Tiee Weariorad Seeoloprent Mo i i plnt for 1he counbiy £ gdBiate
poverty ond reduce woqualty by 2030 throwgh amiting Scwth Afrlcans. vmeashing the ereries of 4y
eirlens, Grobedng A i ivg EConiom, By copiabiities, erdaacing e cxsadiig of ihe seate erl
legdens working fogetter to salse compies problems ™ Trewss A. Manual, M2, Shalrperson, Matianal
Planning Soorissice.

The fal kwwing main paint af his fecus was Fleed capital formation’. it means the "capltal hudget”
far municipaliies, e, its “rwestment in infrasteusture and for busincess it oeefars 10 prapery,
plant and aquipment, Le. It= Investmant In productive assets. He sald that the current capltal
formation of ¥17% of the Gross Domestic Product ["GOP'T needs to fee to 30% for 54 to grow
suftainabkly with the public sectar having to neest 210% of this amount. The wordd average of
such investment |s £3-25% with the European Union at 220% and China imvesting about 0% of
thear GOP ik fixed Infraskrocturse.

He sald that although 54 1s facing difficulties, the economic progress that we have made &5 a
country rmust alse be acknowledged. To lllustrate he ussd a graph to indkake how the GOP
grew as well as the [ewels of real disposable Income. He also referred 1o the doubling of black
professianals and pointed out that amidst e large employment we have, Lhe [abour market
participation has risen albelt by Far not enough. &, the rodvancas In aceess bo hoesleg 2nd
other services paint a picture of a counkry that has accemplished much,

Groph b W4 Ecoromic growth ndicarars
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Turning to local autkorities he pointed out the real tragedy of monies allocated to
municipalitivs ot Being spent, He implored musidpalities (2 spend more money to establish
the Infrastructure and conditlons in which businesses can Mouriz™, There is alto 3 Frpa
opgartunity for buslness to became Invalved In creating this Inlrastructire.

He mentignad the followlng 6 steps wingh shoubd Be tazon ta addesss problam areas
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* Polloy certainby = 15 st be understoosd that Invesirens 15 0ot an acg of cha iy oF a1 mgral
declsion, business people are profit-driven. Utterances such as land rppropriatinn withaur
com pensablion, ete. [kmits Forgign Diredl Imvestment {“FDI™) and takes S8 money off-shore,

+  The stace must acknowledges its lirmitatio ns and cooperate rmace with the private sector, e.g.
in respact of renewable engegy, $A has belag very suecessfol ba attract prite secter fonds
and expertise,

»  State-cwned entties (YSOET} must perform moch better and gee rid of the corrupion
seandals draging thermn dawm,

*  The NOP must be implemented ard cadre-deployment doas net affer us the best pesg'e o
do the joi,

¢ Deregulation is urgently needed, Tae many regulations and slow turnaround lmes Ggee
made obtalnlrg apprava’s of bulding plans a nighcaane with a tromendsus amourt of
political interference going on. He related ar Inclden: 34 yerrs ago wher: he got approval
of the building plans of a shopping centre in Dutwelzkloof tha same day as it was submitted.

* Dependable statisties are also sorely required as many are owtdated end palnting a very
skawed pleture of the 34 trarsFarmation kindscape. E.g the race-mased halding of farmland
is outdated and the Johannesburg Stock Exchangs [")SE"} 15 500 foresgn investors and not
4t all the proture of 3 whiteowned morapoly. The total vzlue of the JSE s A2 3700 and
about half of the free float' 1 held by forelgners. s the last 12 months’ the nee cale of 54
stacks by foreigners was R1S0bn which represents only 2% of the total holdiegs by
foreigners and the rosult thersof shows how vdinerable 55 i a% a ¢ountry in terms of
capital Aows by fomigners. The downgrading of Sa will Increase this valatility and
wncertainty and will lead to an increzse in interast rate.

Real estate i3 least controlled by forelgners. The total size of listed real estate maxes up 6% of
the 15E, Le. R7Adkn, and only 225 thereof |5 held By loreigners, The SAPY index roprosents tho
tap 20 property stochs on the 1SE 55% therect [s lacally listed and 44% Is Lrwarg Hsted by
raarkek caplknlisatlan which means shat half the savings of people and institutlons In the SARY
are invested in overseas bncks and meortar. SR Investars have a huge appetite for rand hedpga
stocks, g Naspers, Richmaond domimate the JSE. The big real estate funds are ‘ncreasingly
turning away Fiom the 54 market, logking For invesktment ofshere, And then forcigners have
also come here and tock our savings abroad. E.g. there are twea [Isted funds thraugh which 54%
£an by & Svarg o Shopaing centres and office blocks in Poland, They special=e only in Palish
real estate. Thus, the 54 government rust not make the aistabe to think S8 ifeastars wwill net
take thelr meney offshare — there are certainly enough opporiunities. There are funds that
speclallse In Gerran propery and others that spetfalise in property in the United Kingdom. In
some of the Ezstem European jurisdictions about 30% af the dual funds are SA devekpers wha
are eslabklishirg themselves in those destinations as opporunities in 54 become harder bo
man [fest.

very portantly, fannle discussed tho impatt of a small regianal or community shopping
rertre of 30,000m’ In 2 &4 community, He snid it creates +LO00 jobs dusing eanstristion and
#5000 permanent Jobs when open; the average rates & tzwes will be betwean R10 - R15 per m?
which riepns an nearma of R300,008 Lo R400 000 per month. To 2e added is ‘ncome frem the
tales of electricliy, weter, sewserage and refuse removal,

He pased bhe questlan of how de e pet ol awthorities and bus’nesses in 58 to talk end

develop trust to tackle the coucinl task of steedng our Ruturs topether, He prowided the

following drivers:

+ Apart frarm agreeing an 8 camman futuee, chare rmust b+ scoeptance of joint responsibility, 2
meeting of the minds, It will nat help Fany ane party & expecticg the atherto taze the e,

+ The parties should develog a common vilen that rom a business perspective recognises
the crodal importznee of cspital formation ard imeestmants angd W shauld be preasured, |&
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should ke recopnized that 30% of GOP is subscribed for in HOP and local authorities must
rneaslre this in conjunction with bysiress, The turnaround cme of beilding plans is another
medasure,

Leszal authgritles should take note of the realitles and shortcomfags lisled In the reports of
indepnondent rating agencies such as Rating Africa and embraced these as independent
Azgessnsent i neceroary and healthy. 1t 15 advisable o ermposer political and achor local
stakehaiders with the informatlon contalred In these indices.

Enth partles should masg an honest assessinent and acknowledge their shosgegmings [
order to set up @ commen vision and targets,

O the side af (ocal authortes, the above wauld for instanoe indude;

The dismal t& avaraze performance by Incal authorides ta Inwest [n new and maintaining
crlsting Infrazsructu ra, 12k of capacity and lack of financlal scretgth;

Pouar SEryICE de llvery with Rorror s8aries poing areund;

‘Weak collection of inceme streame;

Tac much political intedference and infighting 1o local govercment that impacts an
nvestment;

Cutzide of metros there are wery weak channels of communlcation to attract and guide
nvestors as found through a simple google exerclse. Recently, the national government
openad whet they cell "one shop chep foar Iestors” but there = st ng oniforrn appreach.

Business’ shortcemings in baing ready for better engapemant with government Include:

Cuitside of natlaonal bodies who inlerack with local povermingnl, Jannie®s sxpurience is one of
weak cornmunication and engagement between local bus|wess bodlas angd Eher mynicrpabities,
business bodies in itsalf being badly oreanised and represen-ed as well as apathetic to engage
and the capealns of Indugscry do aot make time o B2 Invoked, He £aid Business leaders arc
bme-constrained, often self-<entred and It well be difflcult to unearth the leadershlp required.

In deallng wath salutlans, lanale szld Lhat:

]
| ]

Local gevarnment skould take the Initatlve.

Thers saowld perhaps bae 3 uniform appeoach whith cauld be detated ab SALGA,

There shavld Be 3o talk skops to start with and re overseas trips as the 2olutions should be
horme-growe.

Stracegy should Se devised 1o craate efective carmmuunication with local busines:.

Cne idea 15 10 ermulata the Prosident's engagement with business in every [ocal authority By
the formatlon of a local economic gdyisory cauncil — this will alsa wnite the basiness bodiss.
Ack For representatives from Lhe various business bodies Lot the Mayor should be able o
appreedh or nomlnate a few choices of his own sg the real ceptelng of [ndustry could be
invalved, Ikshoyld of couyrse be ran-partizan and nobody should be paid to do this duty,
Evary courdil should not run off and do its ewn thing - 3 spedal straktemy is required to
invalve bosingss per sa. Tha processes surrounding 0Py and budgets where anvore can
attend = mat sufflcient.

There miay be socme grestige build inte proplt serving on a LED advlsory council. Some
pecple are attracted to the money bt '..'élnit',r ro ane can resict

Plenary Session: & New Matrx for Government/Busingss Co-aperation = Moderetor: tohann

M™Mettler

fahrnr fdertier, Sy fdorrgwr, Meknon ddoecefa Say Metm
Farnslisks; Les Mortikar & Jorrda Aol
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Johann sald building povarnment/busingss cosperalion tes in with the developrment of 0Ps
and LTFEs for the lalter ta reflack the needs ldentified In proper discussions with sectozs, [oerl
bucinessas and residents,

Queston & Arenvor sooelon:
The fatlaweing weare some of the pofnds made gand discussed:

& DCyvercegulation stifles [alklatives that could address Inclusive growth and in the process of
baing focused on compiance, innovatlon and sendoe delivery have taken the back seat, [t
is ot b say that ol governrment showld be ron like 2 Business DUt 10 must certalnly apply
business principles.

*  Due to overcegulation municipalitles have created & situation where thev perpetieate s1aff
tumover by limiting the abllity of gowd =enior managers ta do loag-temm career planning
thrauph feeanear o atracts, wh ch incidentally 15 no langer regulated, but still held in place
by political rmotvabions grounded in the five-pear term of office of counclllors. This daes
not ascist with long-term planning which requires the retention af skills bulkt through
investment  ard  pacity  building. Unfortunately, politicians are nat fecused on
gavernence but pame-playing. These are the realities, thus, within the conflnes of the
regulatory ervirenrment 2o lirsited resourges, the bast eprions mast sl De saugnt.

» It was pointed out that the eranomic services rendered by municipalities aré suppased 1o
pive a reasanable, defendable and accounta ble profit 1o ass'st with other semvieas and 1he
ather business szrvices miust be randered on a cast-reflective basis, .. a bailding plans <o
afset the eosts of partly and fully subsidized community services suchk s cemetenies.

* In the process of service delivery, letal gtrremment & in the poople business thus must
larn 1o camirinnicate better.

e The transformsalion of Colunbian citles, especlally Medel v, was driven by elected officlals,
2@ the meyor walked the streets to talk to all people and =0 came up with highly
innovative tolubions in respect of setial urbanitm and develapmental local govarnment,
Far nztance, where people had o walk lgng distznces uphlll, they bukle cable cars and
ectablished hubs at the cable car statlors where citlzens cam engage with government
serviews and other cormiarcial ianenests and hae Access o commuelcation. Liskening o
the peaple rmeans there is buy-In and by cresilng a continucws loop of [stening-planning-
implementation-listening, wansformation of mven the mast problematic and haphazard
ClEles aceurs,

v Unforbunately, in 54, politicans are bot motivated wa leave 3 Iong-teem egaey, they are
anly conceraed with thelr mmedlake flve—ear term. Real wisanany long-term plannlag
does not really feature In Jocal gowvernment becausze politicians do ot want Lo lay the
foundation of anything hat thay will ngt be able b clair credlt far, thus takiog shape past
thelr term of pffloe.

& Lacal governmens needs champlons, indiv.duls who has comtinuity and the trust of all
partles concarned. As it is now, local povermment is wery immature with an absence of
trust befween political parties, members of political  parties,  politicians  and
adminigtrations, within adminlstrations, paliticiars and commaniies, communties i
steff. ete. b a5 not possbla to adopt end irmplement long-terr strateples in such an
amvironment, However, it all starts with proper community participation, sincg Wwichoot
corm g ally buy-in prejects simply becorme deralled whether dissatisfactlon s archestrated
by caommu nitles themsehes or hi-facked by polticians.

& Extab¥lshing an gavisery LED councll with the right miz of pesple [current and prespective
investnrel and far such to hawve cantlnuwity {not liaked to currert pollticians and
administrations| will be challenging but worthwhile. Municpalities thar de ermbark 2n this
road heods 1E B BErESLERL 0o Break down the miserost of business but the [atter will come

a7

176



i

to the tatla if icis | tRelr inkerest ard that of the long-term futum of theit businessas.
Howewer, vary importent, for such a forum o be sustainable depends an proper
comrunication and alse wheiher the inpuls provided are used and make a differeénce
otherwist the membkers thereof become disllius:aned end abort the inltabve, On LRe athes
hand, 2uch 8 Forum must also accept that it s not thare to ryn the municipality. Thus, the
terms of reference aed expectatons of ail partles musk be managed carefully,

« FResearch indiates that it is not Incentives and rebates which attract investors to loml
municipalltisg But serice delfvery, turmaraand himes of building plans and a well-educated
Tobour market. From an nvestor's point of view, incentives are nat the driw card 1o use_ it
is better for a local municlpaliby te understand and econamise on its unique sorengths, B4,
the availabslity af raw marerials, a larege agricultural community, potential created by & big
road intersection, o have a reasonable retes dispensation, ete, 1t is then impartant to
Identlfy the potential imwestars and pursue them and be able (o negatiate well, Also look at
the Liveability Index, which savs It |5 abouy the attractiveness not onby oF the municipality
but the area as a whole, including schools, heusing, safely, etc. LEL and growth happens as
a result oFan accepted leval of liveatyility,

in summany, munlcpalities nesd to hava & LYFR, & comavon vision with all stakehalders build
an the premlse ‘what b in It far us', Le. for the wholc, This will fnclude gartnesships with
oBrastatals, business groups And eoalticns with [aterest growps so that the latter can
pecortie  ambassadors,  Furthemmore, the plan needs to b Oulward-focused,
developrnentalb-criented. The latter defines the pap between the ryrrent ssate and the
pursued state and applicalion of the bodget to close the gap Internal bay-in is also
essential, gach staff member must ba able to docate their funston in the IOF and In this
manner, share In the ownership of it. The Mayer must b2 a champlan and the executive
team sheuld play o leading and gavanlslrg rofe, manzging imberfaces and redking downa
silas. The mindset of trancformaation, LED and inclusive growth starts at the top bur all staff
must be onsbaard with *a can do” atlilede, an arganlsational culture of self-empawerment,
Using technology and innevatlons especially, to communigate effectlvely. Lasthy, it s about
deing the basics excell=ntly,

Condusicen / Clesing Rerarks

In her closing remarks, Anita implored rmonicipalites to invest In the tralning af staff, not
necessarity through 1he Secgor Educatlon and Training Authorltles ["SETA"| But cusbormised
canacty building and on-the-job traicing Secondly, to realty investigate |f the staff identflas
with the munitipality, if they understaad the resson for exlstence of a munlcipality and thair
role it it and then to culbivate such grgansational entification. It 15 with a sulid 31115 base and
staff's dedication to zervice delivary that a LTFP will hawe the best chances of success.

Attie suid 1he [CBF a5 a grant fund was estaklished by IMCA with AFDF'S assistance, The purposs
was t0 fdo capacity bullding and the result was the establizhment of the Summer Schaol as a
platform for stinulation and sFaring of knowledge. He sald that the 1CHF is confidert the
diFerarce ligs 10 cheng.ng the mindset of munickpal axacutives and that the delegates have the
abllity to irnplement sect practices within their organisations, 1 thanked all the delrgates and
spedfically alie Sandra from HT for attending and NT far the assictance given to municipalitics
in funding LTFPs. He appealed ta the delegetes to use the power of monicipalities to make a
d|Fferance in sur country. He briefly spoke about the taur to France and announced who will be
gaing with on the tour which will take placs durdeg July 2017,

21 Specific Polnters emanating from the Summar 5choal
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A Long-Terrn Finaneclal Plan (LTFR} % the essentiel taol that & mwniclpality aeeds Lo Facilitake
financial sustainability and resilience and the capacity to deliver am its developmental and
service delvory mandate on a sustainable basis. 1t iz then essential to obtain the buy-in of all
rele-players, Le. Ihe palltieans, exacutive tenm and other stakchoiders 1o the soearegios and
goals therwin so that it Becomes institutionalised and obtain collective accountzhility.
Furthermore, 1o teview it on 3 continuous bazis to re-conforme or adlust longer 1erm
azzumptsons in order for the plan to meintain its predictive 2billty angd credibility and for o 1o
remain the municipality's vitimate financlal gulde,

It Is essentlal for municipalities ta unlock and eptirlsa all the fanding saurcas avaliable to Incat
govemiment, i.c. own rovenue, fiscal transfersfgrants and borrowing from the market and thean
to have the correct mik of funding 1o malntaln the required ligusdity and bo show stabulity in the
tnunicipality's funding stratepy. klany municipalides are oceditwaorthy bt still uede r-bornossed,
Tha game plan has changead, the ratkanal Focus is feting as inorease in debt repayment ard the
effec: therect will splll over ta the division of rewanue amnd the granta: asallable. o sher,
muricipalities will nesd o take more responsibility for s funding. With a long tarm financlsl
plan, a number of current noan-creddworthy munlzipalities will alka become mare attrastive 1o
landers and must be ready to make use of the appartumty.

Ar importent as the quanturm of Investrment |5 1the npture and the sequencing of Lhe
Infrastructure imvestment in arder to have a positive Impact on the build emdronment. The
mnximisabon of capital Investment 15 deperdent an how waell municipalites understand the
enwronment they operate in 2nd how well It knows ks communibes and culbivate trust wethin
It communitims, Public consoltation with the viewr bo anearth the OMA of commuanities is key to
rnean Ingful, focused strategles and planning geals and the affectlve mplementation thereof,
The corrett sejuéncing of projects depends on centrally managed projects within news
adhogracesfrates steucteres that criss-erass the owisting slerarchical structures and break
through sllos to accomplish the type of nterface management which can achleve the best
operdtional sucuess,

Ta supplement the funding resauices avallable, munlcpaltties must be open to edqplore
alieraative serdee delivery mechanizms, These could bob nasd fot be PPP: They could be
management contract almed to cApacitake the oapedatlon and  ealntenance of bBulk
infrastructure with teckn’cal ard operational =kills and expertise. The departure point For
explofing such possibiitles 15 8 dlagrostic study within all beactions wishin the munccipality to
idantfy potential services/su pport activities that can be further imestigated.

Optimlsation of ronicipal resources |5 rrefutabdy on the agenda of each municipality,
Qperatirg ¢nits tyen, 8 municipal ity must do more with what it has often within serict confines.
Tegether througn shared services nunicipaliies can extend thair awn soundaries and bridge
gver cheir shortcomings to beneflt from che best axpartise collect ely avalable or callectivehy
insourced in respect of a number of municipal activities. It 15 nat zhe time to functlon in
iolation, it is a time o be supportive and cooperative for the best of all the commuaicles
Inwnhead.

Suseain ble development and growrh cannot posshly be accarnplizhed oy monicipslities acking
on Its awn and with its own limlted resonrces, and capaciy. Munleipalicles need 0 cooperate,
collaborate and partner with otker stakeholders and interast graups. Inclusive grawth 15 a
collectlae, joint responsibllity. 1t is multi fAccted and mulsi-disciplinary, It incorporates many
sectoss and should npt confing itself to on'y one munielpal arez when a regioral approach
rmakes mare sense. It s municlpal ities wha will reed to take the [nltlatne, show the ‘2adership,
zelect the champlons and drive an apendz =eeking for =takeholders to work with. To be
49
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successful all the rale-players in the municipality, paoliticlans and executives, will need to be on-
board, committed and capable

The summer school does nat need to conflne itcelf to an annual physical event. Technalogy
allows i 1o became 3 virtwa | Inaraing plasform and there is daefinitaly 3 need for it Pechaps first
en am Ieformal basks through a spontaneousy developed ‘cernmunloy af practlee’ but open to
the possibility of structuring a wirtual classroom with monthly webinars and other value-addad
learaing oppertunities uging the many comraunleation channals that are avallable,
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22 Annexure 1: List of Delsgates
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23  Anpnewxure 2 Programime of the KBF Summeer Schaoal of 207

LOCAL GOVERNMENT CAPACITY BUILDING SUMMER SCHOOL 2017
“The Growth Agenda”

Fairway Hotel, Setperk Street, Randpark, lohannesburg
DATE SUBIECT RESPEMS| BILITY

SUNDAY, 2 AFRIL 2017

J1AHOE OEr Airfied B Bk P00 Faanacdy Hioed
Spend aFemeanficvoning at Ieisure
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GOVERNMENT CAPACITY BUILDING 5UMMER SCHOQOGL 2017

The Growth Agenda”

Fainwvay Hotel, Setperk Street, Randpark, lohannesburg

- SUBIECT

MONDAY, 3 APRIL 20017
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| DREAKFAST
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Deuelepmens Infrastroduse,
Maslaral Treasury

J0HI% - 16-30 Cleestlon B Arswar Sesan paaker & FadllEakar

J0HE0 — 1ARi0 2

BEFRESHMERTS

Z1HDO — 1=k

Pritwinlzlng Swed Finanem Resoeroes and Revemoe Emhomoemend

Ben Dofling, prevacs IMFG
Presdand and Practitioner

S1HAS = 12K'15

Leskinm By RRsdEr Sesdinn

Treaker & Faslicarsr

¢ 1ZHI5—13H0G

AALTITN B d g $ welthi thet camnect o G varmrmert oy

Arzievar Lyl, CEO PR

13HCA - 13H1%

Clumstian £nc Armswer Sasslar

Snoaker & Fadlitatrr

» 15H15 - 1dHOS

LURCH H THE BALATA RESTAURANT sHOTEL DIMING ROOM:

14 Ko - 14145

1dH4E - 15H13

Apmhiel Mlonring with o Long-Temr Fooer

Crky  ‘'woac, Diedne  Gapp
Bagh tects % Urban Designars

T Questor and Answer Sesston

Syeaker & Fadilingece

1EHIG --15H30 __EEI-_H-Ei-I_h'IEH"E- o
15F20 - 15HED Plmary Modarator. Amla van Dyl, G233 1Pk
1EE30 - 1BHD] - warclyding Kamarks S wrapugp . Facllitator

Brzabaway GGl s Corvens Orezaidwary Grawa Fadlltatars
18HOE Metsarking Drinas & Braal

=]

: i 76



TUESDAY, 4 APRIL 2017

LU7HD - EHI EREAKFRIT —— B PO

JBHIG - BEHLG Re-cap of - Qe thvie vam D, CEO [FR

OBFIS = D99 C0 Enpanding Ity — Altermative ek Gl uery Anita Bbatha, Lucal Goe=rnmend &
Machonioms FRP Specialisg

MK — DaY15 ' Queedlon and Aswer wewar naaker { Facilitator

1115 - 2000 Gy e it ol Cir Fatd bt - St e Sishwhicad St Wallace, ped' oL s Muricpal

tdaraeger, Theowaterskianf
Munlipality & Shared F=nygeg
Spaeialise

TOHM = 10HHID

Juastion and anmwer 5a55 an

Speaker & Fadllzakne

1411310 - 13RS Flenary Moderatos Albet de Klerk,
Munidpal  ®anagar,  Midwaal
Mumicipnlity

ZAHG0 — 1130 HEFRESHMAERTS

2130 - 121115 P A peHcMr — KB IndipHe & Pecoivriende Lot i Derrateln, Dosdolive D édctor
Cemire for Ewwveapmeil angd
Emerprisa <]

13H1S - 12H&S LesLlS and Srhiver saitiog Speaker & Focilitefue

" 1ZHa5 - 13H45

LUMNCH "N THZ BALATA SESTALPRANT

Bt & pats for “airway katel, Bancpark

o 1345 - 151135 Pk tederaker: A<hur Geernone, AFD
’ -atanreshung
ISHIE - 15H45_ | REFRISHMENTS |
15H45 ~ 17HE rancuding Samarks & Wrag op Fadilleatar
Breakhvdy Grolps Cofuene Bmaleraay Group Fadlicabars
1REHY
Bz depa s for French Toast, Hartebeeyspaort Can
1nFaL Waelmonving Funzilan Fossed hy AFDAM
2aHH

ad




WEDNESDAY, 5 APRIL 2017

F/HI0 - DEHON Broakfast
GaEI0 - OBH 15 Fc-3p uFI"I‘.'u',' ‘hiva Makakoio, Exootrag
Olractor, IFkd
QAFILE - (FSS Ferdimck - brembawory aromes Taudlicatar
{434 mun ecch)
g4H4 5 - 10HAD Apptrng the Princtples of Buciorcs dn Focal Govennment Or L=n Mcatimer, Scaoal of Public
lealership, $ellonnst
Umieriiby
;Hu -~ 11H1%S Briwarrs af Effective omd' Acooumtabhe Bosivesy Engogerneat wich | Janrle Waclnan, Exeostiee
Lao Gavern Mgk CAairman, Mealman Group
11h15 - 11W36 HEFAESHN EMNTH
13HZ— -&Ha5 A few Ifotnle for Soweramen i Burkaess Cosgpenrpor cderotor
Ireheramaee niespd A CUERYIN whith Fappiners & selgched maniconl amban  fetiler, Gy MAnager,
ﬂ_[l'l-'\!lcll'i Nedzam BAnadalp Bxy' Marrapchtin
. tunldpality
12H45 —-13+C0 ; Wate of tharks ! Conclusor. aHievar. 24
13HO Clasing [Lnph

Lo
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24 Annexure 3: frocass Ininilioting o shared Servkces

The pracess will vasy fram caze to case. The fprmet of the Zhared Service will also determing the
na:ure of the pracess, These should according by ke zeen as gpeneral guidelines anby.

1. Thefirst step is for the Mbs within 3 district to diseuss the prinople |atha first Instance.

2. Ifthe 55 modet is adopted in principlethe next step Is 2 workshom at which:

da
B,

=N

The 55 model and all of its avaBable formats are explained.

Potential services or functions are identified and prigntised, Advlsable to da Lhls
interms of specifle criteria agreed upen,

A joint task team can then be establiched to irvectgete and established the reasons ardg
negd for 4 shared servics in providing a particular function or sendice, Such a eed will
dezerming the farmat and nature of the shared servioe, Mare chan ane Taghk Teaan can
be establisiend ive. one for each of the potantial shared seruloas.

Establich whether o ot a ki bang appeoieh showld be followed or whether a pilat
approach should rather be followed inthe first instance. In other words starang smell in
terrns oF the aumber of sgonices 1o be provided by a shared senvice or limiting <he
service menu of a partlcular shared sennce and [ater on and gradually expanding such
service and thu shared service operation, Scparate Shamd Services @n be established
and hosted by dfferens bMunlonelitles arone Shared Samnce can be established wthia
one of the municipzlities and which will ba required to prewide a ranee of servicas.
Report hack to the planary far further mandating parpose:. Shauld the ivdings of the
Tash. Tearm ba inwwpport of a Shared Serdce and aocordinghy accepted by the Planany
Sasclon than |k shayld manpdate che Task Team to continge wich (i fwestigation and
which should inter ala dezl with specifics like far example;

. The sernce menu and related standards and the drafung of an SLA for
eath of the sersices to be provided by 3 Shared Service.

li. The resgures requirements i.a. manzsgement capaoty, staff @paclty,
funding, processes, wechno ogics | and IT requirerrents, office and rlated
facilltles, equipment, fleet ete.

iii. A Budget for the Shared Service and the contribution reguired frorm each of

the clio ot unicipa.ities

iv. The ectabllshment of 3 Shared Services Boand 359 ils TeR. Such o Board ould

b respansible for the appeoaal of the draft bordmet, service menu and

stardards reviews, performance raviews, resohing oparatianal matters, po oy

raking related Issues, epprevel of processes and systerns bo be used g4 The

Munitipat Manager of the Municipalioy that will be hosting the Shared Service

should act a5 the Chalr of sucha Board, Such a Municipalimr will also be

raspansible for the Secretardal Sersces.

v. [nafting of a Shared Sensce tharter and ar MO
¥, Thedrafting of an srgarogram, job descriptions, erading of the pasts etc.

vl Implamentation: date,

lil. Establlzh whather or rot the shered semace shecld be approved as 2 perrenent
arrarigament o far a trai period of say three years only, Sgrae upfrontwhat
the cxitera showdd be in arems of which the periormance aml



success of the Shared Survice wilk be evaluated and which will serve a5 3
guideline when a dacelan hasto be made wherher ar not a trial period
should be extended or even converted inko a pemanent arangement.

ix, Dcaft a report which needs ta be presented to the DCF and ba the Councils of
the respechive Municipaldics. Al rmunicipalitics within n digtrice da not have
to make use of Ehe shared servlce or of all of the services to be prowded by
tha Shared Service,

F. Report 5ack bathe plenary and if adopted the report should go o the DCF for
alaptlan befare pefarcing |k to the respact e Coundils far adopton and inclusoan i
their budget. Such a report should include the SLA, MOU and the Cherter in ather
words all af the frameworks in tems of which the Shared Servica will Be managed
and functian.

g 5lgn the MOU, Shared Servicas Charter and the SL% This wlll inter alla deal with the
role and Fonction af the hozk municipality,

h. Praceed with the adoptlon of the arganogram Sy the host runlcpality

I.  Adwertise the pasitionis] and folkew the normal selection process. The Selection
Pane| may consist af the Shared Sendces Goard Mernbers referred 1o above.

|- Cinee the manager of the shargd senvice has heen appointed Bis ar hee first fanetian
will ba 1 mszablish the shared service organisation and thiz may take several months,

k. The Manager may be required to present hls or her business plan for the first year
and thls may ewen requlre a strategse workshep of the board and during which the
main challenges of the Shared Services will be astablshed and pricrtised and
respontled 10.

Sran Wallace
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25  Annexare 4 Sharad Sannces FAOs

1.

Is the Shared Services mode! aboud cost sarings @

Bat necessarlly-ik is about building afardable institutional ¢apacity and more specifically in respect
of suppart services. As an example, when the Cwerbeng Bunicpalities had to estaklisb @ Risk
hanagement function they could gither hava used somebady within Lhe organisation on a part me
bagis ta parform such a fumction like for sxamphe the Cocupationa’ Healtth and Safety Practitioner,
crease a full time position or estabilsh a Shared Services functlon far such 8 purpese. The [akter was
chosen, In the protmss a full time profassional could be emploved at an affordable rate, Such skllls
are iR any event scarce and these tiunlpallties woald hawe had te 2ocipeta with each other in
gbtainirg the sernces of a limtad number of arafesskanal rlsk management peact kiorers and seme
would in the process Fave last out,

YA the Municipe'ty not fose contral aver the preatsion of @ parbicidor sepport Service ar auver o
pertictlor pperarien pecformead oi o shoved bosis?

Mo - bear In mind that the corporata functinn remans with 3 muanicipality Le, setting suracegies,
policies, standards, etc. That is not piven #o che shared cervices. Tha municipallty will stlll have to
decide what its IT, HE, Legal Setvloes, Tralning Strategics, Pallicles etc. should be in spite of the
cansuteney and ar operational companents of such finctlans betng performed by a Shared Sernce,
Such 4 corpurate fundtion is alao responsible for the owversight and comorate povernance funcdors
in raspect of the services or operations assigned to the Shared Serslce, Then thera i3 tha Shared
Sarvloes Charter that clanfles the rules tothe game and the S04 that Is statleg she servlce menn and
the standards in respect oF such services and that need to be mansged through intar alia the Shared
Lamices Board.

Is the Shoved Semeives abgul the cantrolfsoion of suppor] serlices

Mot at all, A decentzalised servica £an be provided on site if necessary. It Is the management of a
shared service and Laeé overheads that is being centralised nat the service as such. The mare
decertralized the serlce the more expensive the semace wonld hbecame Lhough,

W rhe shored senvitg provide o sgreicg it geoerdonce With the pagice requicements of eoch client
memeinality?

Mo - ane of the rules 1 the game is that a standardised service needs to be provided and the shazed
cervloes cannot be svergthing to everybody. Weuld make It wunofordable. Howewer, | thore s
surplus capacity individeal municipalities may negotiabe higher service standards or additlanal
sarvicss. Such municipalities wll hewever have to gay an add itional charge.

1% the services of & Shored Service limited be Bhe manicipalities ef @ particwior district area onlp?

The prirwry chent will be the municipalities from 3 particliar diszice, Skaald any surpdus tapacity be
available then It Is strongky raccmmerded that addltional clients cutelde the districg be recrufted. [n
the process, such additlonal and secondary dients will be requlred ta contribuse towards the caszs of
the shared serviee and meke the shared servlee even maore affordable. Capaclty can howewver be
added 'n grder to provide a service 19 gther chients a5 well and that would be in order 22 long a: such
additional clients will nat add to the costs of the primary cllents or impact on the service ar its
standa res. .

Pasition of the Unions?

The potentlad threat of privatuotion L& should the Shaned Setvices not suéteed resulted in the
closure of tha Shared Service an Durban. It iz cuggesked that the format of che sFaped serdce bBe
consulted om, | would also nok, a5 we used to do in the past, include comeetitlvensss with e
private sechur as g performance criterla, It has created too muoch version and unrest.

h
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WWha does r ecentrolised afficio! of the shared service repert to.

The relatinnship 5 simllar (o when & consytant of a consuliancy cormgkams is warking within an
arganizatbon. The client will be represented by somebody and such a somebody wall have a datted
ling relationship with the decentzalised SHicial, 1t will be the task of such a representative to provide
guldance, suppart and evarslight. This will however Pave 2o take place wichin the pamameters of the
Charter and the 5LA and any ather agreements that are regulating the decentrallsed provis:an of a
Mervice,

What hoppens should & Municipoiity decide that It warts to opr cwt of the Shared Service ogreentent
or Arrngement,

Thiz Iz the maln challenge becaose should any af the Municlpalibies decide o apt ok then tha
shared service may bucome unaffordable to the remaining ores. In my view, all municlpalities need
10 commlt themselves to the nModel for an initial trial period of 5 years' minlmuam, IF expensive
capital inwestments were required then the perlod may even be for a longer parod, Skould a
muricipality dacide g3 bailowt then such a municipality may have te by iteelf out of such a contrece
A majorlty declslor af the Shared Senvices Beard may also for exarmple he eequired before 3
municipality will be allowed bto Tail out. 1 would sugeest that a contract slmilar to any noermal
vontract wilth any other private servloe provider be ertered inte and that specfically deals with chis
135138

Shoukd the Shared Sarvice nowever be flling 3s 3 senvice provider then a process shauld be pert in
place rhrough which sud perfarmanee needs to B2 rertedied, Toe host municipality has o special
respansibility ic managing a shared service successkully and will have ta accapt this accaouniabillgy
and risk and veeds to upfront have vizk mitigation plans in place to protect itself apainst such an
eventuality. & may evan have to charge an additloagl f2e i arder to fund such risk rmitigation sction,
The Legal peeple of each municlpallty will have to assess the mck, the hkelihood and the impact. This
will plzainfgrm the vlabilty agsessment bafore parties cam agres 10 the sharad gendices moduel, IF the
risk is too high then the shard senvices model s nat wiable. it will also inform the eantract | have
referrod bo above.

‘Whe does Shored Senvioes assels omd informotion belang o,

Marmally this will belong to the hase mumicipality and appear on the asset register of the host
riunlcipa. lby. If the shared servlee s hiwevers For whalsver reason disbanded, then this will eermain
the propedy oF the nost municipality, The hogt municipal ity will fneve tofund such assets end relaked
caprtal Investments and pravide for the flanne'ng thereet when cakiulating its tarils.

If ali of the Mumiopalities have made a contrlbutlon towards such an Inwestment than same pay out
iy ba requlead, This will haweewar all form part af the contract referred to above and the viability
ASSEELMet.

itan Wallace
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ANNEXURE “B"

ICBF Study Tour

Marseille — Lyon = Paris, France
28 June - 08 July 2017

' . .:.'_--'- "'-h"r_'-.. 3

Tk

I]L Funded and hosted by O AFD

| N C A INCA Capocity Building Fund .
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Resume of Delegdtes

Atftie wan vl - CEQ, INMCA Pollodlo Maonagers
In 235 hdr vaan 2yl jo Davelopment Eooncrrist By faining| joined fhe Development Bank of 3outhern
Afica [QEsA] whare ha eslablshed he “temofional relgfions unit ond wos responsible For
spRaamaadirg 15 mobilcaticn of “nfemational devalopma-t fronce for deveopmeanl it 3o0h
Affca, In 1974 he wos one ™ 1he founding memters {rat estoblished Infrastructure Finonce
Corpormlion Lrires IMCA), & corngdary Rt bacama the secont comparote bond issuer on BESA,
and who rakad and investad ZAR 153 bilior in municipal inrosiogciune. WM van T, weo wes
appointad CEQ of IMNCA in 2D, spearhaaded tha mobdiralion of inlernational devalopment
IMgrcs tor MCA, dnd was respentitile far ranoging the 1424 portfolic which ot its beight, had ovar
BF billion astets on bakance sheal. In 2002 M von 29 astakishad INCA Partfalio Manogers. where
ha halds the pesition o CED and sharakalder.
tlore-Llise Foorig - MM Fifione g, Tshwone Melho
Alber o2 socoestiul coreat Sponning 32 yaars os o municipal finonce proctifiorar, tha lock five yeors
.. at Chisf France Offlaer in Ihe ety Council of Pretarla, Mars-Lisa o joinad ha privete sector
{ L EarEulicg et vanoo: preiecis it Ihe kel sphem of geverrrmenl. During his pericd she co-authomd
o haxlback on municipal inancial reanagesnanl which is currenliy inbs third adilion. she also sarved
3 Drasior a0 the Board of fhe 1NCA Caopacty Bailding Fumnd frarm 30010 omtl 2006 a5 o tackmical
cdvisor. Zho wos slected 25 J publlc represechollve 1o The Cily of Tsraedne Metrepoliic s
Munlcigallly i 2004, reselecied in 2014 and s curenlly sarving as the Member ol Ihe Cipcuolive
revor's Commitfee responsikle for Financa,
Doy Louw = CFO, Theewaterskiool Munlclpanty
Doy Louw siarted his corger in 1994 a5 o booisener for o chormacy after which he joined e
oal municipality in 19%35 a5 an gccourdant, He became Town Tregsurer in 2000 and assumed
duties 95 Chiet Angncigl Officer during 2002, He ther conlingad 10 wark o cifferent monicipalitiag
a3 Chief Finonecic! Onficer and & sl empioyad In -he local govaernmeand sechor as a Shoef Financkal
Dificer. He holds o Hons B.Compl degree with CTa endorsemend and has glso servad articles wih
PricewolehauseCaopears durng 111, He wrots and possed the Soulh Aficon Institule o Charlersd
Accountont's Board exaominolion [Port 1) and hokds memnbership of the Zowin afncan Irstilute of
Professional Accountan's o well g5 the Charlsred Instilute of Govermnmment France. Audit anc Risk
Oflicars. Dovy Locw 15 currenily the Chiaf Tincncial Oflicar of Thaewoaterskoof Mua-icipality.
GZeraldine Mettler — Municippl Monager, Skellenbhogsch Munic |pollby
Ciaraldine pratter is o LU gradua’e and an admittad Atlorney 1o the High Court, Qwver ond chove
- - her qualficalion #4s kottler Fnolised her #inimom Mupicipal Cormpetancy with the University of
W _,J' Stellenbasch 1as vaar, Lalcrs jeining Stelanaccsh Municipality as Mo npizipal Mangger in 2017, Ms
Metllar sarved o Chigl Ditgclor al |ha Daporbment of Locol Government i lohonnesh rg:
Trans‘ormation Moneger at Drakoeostcin Moenicipalily crd mcre regantly; Girector, Cooncilar
Suppart arnd Sobtr Caursls al ihe City of Cape Tawn, She hat @ 1ajal of | & vacrs' eegadidance in local
cqorvamirmEn | - wilty 12 yeeors b o senlor el W8 bMaltlar focises on success achigywing resulls with
spocir rreest in e flela of pro bl adtmirisration, govermnonce and poblic cooountagilily.
Idnda von Rooven = Depuly CRO) Expandifure & 5CM, Secrge Monicipalihy
Tareba o Rooyen slorted her carder in lecal governme== in 197 ot 400 Cato processing of Fasn
Distrct Munlcipality and micde d switch o the fnance sde o koo governmeanl in 1997 as
appolnted Assislant Chicf Eraacial Cffleer ontil 2002 and jained Devea aprment 3onk of 54 in 2004 as
part al he Siversd sanfe projec] hat ware soppodive 1o sliroggling mericipalifies, In 2032 she has
baen appoiried as Deputy DQirector: Expenditure & Supply Chain ot e George Murcelpolily.
selon Yorster— CFO, Saldonha Bay Munictpality
Etefoan Yemslar ctorked his corear in 2000 s an arlicle clark al bMozoacs a0 irmoin Pretaria, Scoth
Afdea. He ihen dld comtroc] weak for Delaitte werking, intar alia, at g cansiniction carmpany and
werll B rmgnageTent company. Allar thol = held voriows seqor manggeaement posilions in opoh
the pubic and pivala ector. He wos appointed in Qctanes 2011 gs the Crief Financicl Cfficer oF
Saldanba Boy rawnicipaliby and is carartly il in 10l posiiion,  Staban holcls o M Com degree in
Tozaton cnd iy registared Qs ol o Chaortered Accountanl and Choseed Management
Accauntort under fhe respeciive desgnations of TA[RA] anc ACKMA CLMA,
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Thursday, 291 June 2017

Artive Paris Hotel gecommodation

10R35 = A wan Zyl; M Fourie; 7 van Racyan
1TR1S - O Loww, G dattler 3 Yarster

Tdhits - D Louws & hedles 5 Yorster
. Troiin Humber: 5028 ta Mcreaille
[ Coach na, |7

Take TGY Train to Marseille

Cnce through cuslomrs follow the signs 1o {he
‘rain stotion. fouw will find your train -icket with
“hiz pack.

Take Flight 1o Marseille

"Sh10 - A& wan fyl; W Fourie; E van Roovern
Alighy Yurnber AF7£585 to karseils
Air Fronce

EEEYE D)
AARERED

-

-!'I‘ll-l-"-'q_mI

-
-

NLEEEEE I i3

Amve Marseille

14030 -« A wvan Iyl M Fouris; 2 van Rooyer
| 7hA? - D Louw; & ddettler: 3 vorster

Take faxi to hotel,

Zolaan Tulp Marseaille Eure Med
&, Place heqr Vernedil
rAarseille

19030 Informa' Dinner jin the harbogr . Prons: +33 LBAF12270
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Friday, 30t June 2017
I

Maorseille

Cress code:  Smarf Casual {no jears or takkies)
ron: Jacket but no tie recuingd

Q5h30 - A7h3A0
A continental bregkfast at the hotel,

- O7hda
' Ta be gollected from the hotel by

Ms Aurélle Quinfond of City of Marsaille

0%h00
Freseniatizn of the Eurormaaiteronés Project

Cronerdl evorelow explanallon of the Long "erm
Strategy ard Plan of the déaveloprmen of Morseile
cand City Madel. [Hofor o decoment in pack).

12h3d
nch

14ha0
Fresentation of CEFEE — Dominique Hautbergue

14h30

. wetropois of Marseil e - Creation process,

-~
S

challznges and pensectives - Marle Badue|,
Director of Sirmbagy at avitem, agance des
Vill2s &f Temitolres MEdila raneens

15h20

Presentation of Soc’été des Boux de nmoreilla
(SErd S edatropolis Wabar Boord) = Cathesfne
Logarde, Director of JEM

The Old Port

The Clgl Fort of barsgilla is o natura
harkar, openedin A00BC and owned by
tre tiale, Itis 200,000 square meters and
has 3,500 berths.

Motre Dome de le Garde

Im 1214 maitre Pierre, a priest of PMorsaiila,
wigls hapired to build o cnapel dedicated
1 the Virgin Mory on the hl I Knawn as

Lot Gorde, The sanctuary besame too
smiclll For the fumber of pilgims visitirg it by
ihe mid-19th century so Monseigneur oz
hozenod decided to boi d the greot
HotredDame da la Garde basilca, The
Motra-Dormes Ja o Goarde of VLo Benne
Mera" waatchas over sailors, fSishermen and
the entire ciby,




Saturday, 15 July 2017

Marseille & Aix-en-Provence Aix-de-Provence
Wellknown as the cily of ot and lights, Als

, o Al-ar-Provvance [$ 0 Ciky in southarn
Dress code:  Cosual & comforlable vwalking Freanee. stugtes aboul 30 km rarlh to

shioestakk es Marseil e,

O7hQg - 0BhOD
A cantinantal breo <Fost of tha Fotel,

~+ . Plz2aze pock and check ou at hatel. Luggaoge
- ¢ can be stored at the hotel reception.

Q8h0Q - 16hQ0
Coateh bBus fa A-sn-Frovence.

zpend dov ol eisure seeing the lown of Alz-en-
Frovence,

1&4R00
Cateh bus Back to Marseille, Collect luggage
fraom hotel ond head to thea train staticn,

18h14

Ta«e Train lo LyonsParis
Trair numbe- S180
Coach 7

{ ) 20H00
Arfive i Lyon / Poris

Checkirtc hotel.
Citadines Presqu” ile Lyon
4 Fue Thamassin

20 gy, Lyon, 7002

Tel: +23472404080

20n30
Mzet for dinnsr
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sunday, 2nd July 2017
I

Lyon

Dress code: Cosual

07h30 ~ 05h30
A conlinental breakfast at [he habal,

0Fhod = 14h00
( - sightsaeing in Lyon

1¥h20
hees for dirner

. Ferl*e::ps ‘|‘-G‘ I:n:sl v-r-:r;.r}:c hegm n rri:| 'mr q.-'-:urrls n srn"rl
- ol Plsce:Selecour, He:gr&a::r aEain Iha ik Ene:
-:I[‘.IEI"HEEH the. Fhéne: andi I $oone.  Wals wa;t
i f’u"n ’r"‘a riorlFraresf comer:of ‘|'|'1E' squ:I'a,. ﬂﬂen Crossy
- the five:3aane of, Ihe Fort | Emumt& barizigies: ke
- et 51I‘|:!lrg'l1 w13 taring: m& TEs- L0 Yol J8E: 1he+
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clue 1<y P Aurrerang SHLRCRES O reliefogs
wislilzng [ hiogs, The bl was Ql e skce where
tne Zormons sethact
E Waox Lyon {01d Lyon) - The fenoisares orac,
aksrg I bt bank of He Sadng,
Bl Prasiy. T - Bedwean 1he el mivars, Iha el beart
of tha ity
B Craiv-Eousse - Horh of *resgue behaeen Ihe
Towrd rive, it krvdwesy £V IRG Fill P wgrks" tacauss
il s Puovie 10 IRe G K wotkens [San 5 walil Ike
I'#th certung. 1Fls Industy Pas shoped -Pa uneps
achiteciure of fne cren.
LI CowPluiarca - Ar areeding oiskic e graod
cantempercry chteciurg in G Farma- induaslrial
e
W rat-Jley - “he ean pusiness @singt ond homa
ta tha rnoln rcln stat'cn o Lyon.
il Brofiaous - he weatnied distict, next 1o Tha
Ercrtiful TERe 'Oy pork,
W Gulolléee - A peciuresgua dsrichwilli g 1grge
immigrani populabion,

Elais-Linis - A if-arasticgg | 7208 hausing poojact.

LW . ARDIREr developing disingk,




Monday, 3 July 2017

Ly

Drass coda:  Smart Casial (no [ears or Kaxkiey]
hen: Jacket bul ng le reouirec

OFROD — 08hOg
A continental breakfast at the ~qotel,

= . ﬁ? hﬂﬂ
. Meat the Flranoe Taam ot City of Lyvan
{Anenda to be advised)

12h30 - 13k30
L

14h30
raiscn Confluence - Mlephanie Cheamitgh
Site visit -o Urean Project of Lyon paltropoe

. . T¥hlD
L__{ ndeet Sor Dinner




Tuesday, 4t July 2017
I

Lyon

Dress code:  3mart Cosaal ind Eeons o okklas)

her: Jocket But no {la requlred

07h30 - 0Bh30
A confinentcl breckfosh af the ho'al.

- QFhO0

“Maet Ratsility & Trorssort Departmeant
— City of Lyon

134
Toke trolr o Pacls

15h01
Amve Faris

Check inke hatal

Millennlum Hotel Parls Cperal
12 Bouvievard Haussmann

2k oryr., Pads, 75009

i Tal: +33149451500

18h30 - 22h00
Sigh*=eesing in Paris [ Dinner

-
co

Paris Information

Penfs i e copital aned mosl populows city of
Franca. It hos anoareo ol 105 sgeere 2laoatos aneg
o populafsn of 2229427 In 2015 witkip il
aaminisirallve limils! “he city is baih © commune
o department I:|_I‘1ﬂ l=trg the canire and
hessdquanters of the legde-Fronce. ar T Regiorn,
which hos an area al 201E 2quome kikknetneas
|1.4638 sguoe milas| and a popdallar in Z074 of
12 142 B0, cameasng roughly 18 garcent of tne
papndialion gl Fransa, By bl © T coatuy, =ars waos
ghe  of Burge’s  mgier cenlres of  Mfmonce,
comrmence, foshion, selenca, and he ofs, ara |-
ra'aing Mot position shll today. The Faiz Begion hod
2 GIP of €524 bilfon 0 2212, ocuounding For 300
parcen al fie GOFP of Frordse.

Tha Cily of Pans s but the core of a Guitup area
bk cxfeapeds el ez il Soeminigiraaliea limits,

Athough joirac Ina @ngle uroan tssae, Sons Kk
&l administativa and sconomic cohesion 'with s
sutzics hos besn o ongslondiig groblem, Bub o
Hd ‘Matropola ot Geore] Foviy eocreni ang
arxironmentg! initigtal  coverng gn Sl4 Jone
kiamaires (d° 4 squora miles) oren and o popo alian
aF 7 miliar, axsts sirca 20146,

lhe cly s Sso g rracr mll, hignesoy, ongd oie-
imrspot nub rarved by b nlemallong| pg-ors;
Pais-Charles de Goule *he second ousaszt amperd
ir. fLregpe obe Londor Hecibrcet Airoee] withe £38
rrillicn possengers n A7 4 ared Pong-01y, Qpaned
ir. 1700, {hs cly's suoeray sysiem, “he Pors Metro,
sarea: 523 millen passergers Saly. [tz the s=cond
Eusias | mahs syskem n Dursea ufor sdoscave Met-o.
Motoky, Pols Fora o Mo 15 HPe bslest ooy
safon N e wodd outsde ot Japan, wiln 262
millicns oossengers 2015,

In 2775, Pors recepread 22,2 millizn visikars, rmaking i
are af e wor o' dap Faorss Sesting fions,

Tha meoeciation factoal cub Pak Salnd-Ciemmron
ard 1he gy union club Saca Frangas aas based
ir Pods, The 8C,000-sa0] Stade da Fronce, boll for
te 1998 [FA Ward Tup, i acated just norh of
Pors IP the nesghbonting cornmere of SairtCuis,
Poris ncsts the gnrgdl Herch Cpen Graad Siom
enns lagmamert o1 ke red cky of Raland
Coaros. ?ars bosled {ne 19000 and 1924 Summnar
Ohrics and 5 biddirg B Bdsl e 2024 Samener
Ohmipcs Te 1936 ond 1998 RFA World Cups, The
SR Ruepoy Warkd Cup. Gng tPe 1R, 1954, and
D6 1ZRa Barnnena Champecnsbesg were i Bl
in ke cily, ard evary 1aby. the Sour ce Fance

bicysls (mee hirishas ir the cily.



Wednesday, 5 July 2017
I

Lille Metropole

Dress code: Smoar Casual {ne jeans ar iokkiss|;
ten; Jackat Byt ne tia mguired,

HhI0-07hD0
A confinentol breqkhast af the bidtal.

7H44

Depot Foris [or Lille vid TV kom Gard de Mo,
= ATroins leave oromptly so pleasa be in the looby
- exf Pl by OFROU)

Train Mo P15 Cooch

™

danas

Aiilwa Lil'e Traln Station

Meel by Mr David Queinnec, Inlernatlosal
Projlect Monager

0?15 — 10h30

Ceneral Presentatior. of the MEL Temitone &
Institution

Mesting and dizc.sFon with #Mr Romam Reguel.
MEL Araroe General Manoger

12h20
Degart far Roukbaix

1Th15 — 12h30

Fresentaticn o' 1he "Campuos $afon Projaot”

~— el tha  sami-sushs company SEM Yle
rencrvalas” — Ms Jooteur-Montrodler, Oparations
tACariacye”

12h2340 — 14h00

Lunch af "La Mecina"  wossom Reslaoianl
(farmor 1930 s Aaubals menlcizal swimming pool
Tronsfolmed neaan art and industy musaomp

15hT &
Bk [0 Lilke

TahOlk = 17015
Pracgrfaticr of e Sio0os Projedct

18h11
Craprar] Lilles Flezricanas [ar Fors
Tain oo 1078 Conch

19020
Arrve Pans (Sovd de Mord)

20hag
Maet i the loboy for Cher




- -

Thursday, 61 July 2017

Dress code: Smort Caass [roe jeans or hakkiss|:
rhan; Joc ket ur e tia required.

4 h30-0Fhii
A confinantcd braakiast ot the hotsl.

OFHLL

Depraart Paaris Foor Lille wicn TG Iroem Geard ofe Mo,
= [Trairs leove promply s pleass be inthe looby

- & holal By 07RHO)
Ticin b 7513 Coteh 5

1114y B
Arive Llle Burope
Mal by Dovid Susinnes f MEL

OFh00 = 16h30

Fresentohon of Buvrdlile - M Fobrice Veyron-

Churst, General mManagsr

10h30 - 12h30
Oled ity wisit (Fnglsh speak g quics)

13h13
Cepod Llle Flandres for Pans

Trgin o 7552 Cooch |13
14h23
J Amives Pearis Waard de Mard)

HhM
kgt in the lobby for dinace

[
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Friciay, 5™ July 2017

Agence Frangaise

Développement
S, e Rodand Barthads, 755078 Paris ceden 12

Dreas cade: Smart Tasual [no jears or kakkies);
1 fla regulred.

PLEAZE TAKE YOUR FASSPORT WITH, YO WiLL

- - WEED IT TO GAIN ACCESS TO AFD OFFICES.

OFHOD
Breqakfast with CLD Department JAnne Odic &
Lavrend Arnar)

¥h3q

Fresentaticr of the ~aw copnity sratadgy of AFD

in R

1Thia
Debriaf af Sludy Tour and discossicn

12hd5
Depoiture 125 0 21 Avanus e Froees

13030 = 15hk30
I 'Mckilty Agercy - Sily of Pans ['Conce led)

1%haad
Teke fax to alrpart

23h2h
AFPI0 = Air Frones

et i
Lm

de

O aAFp

AFD, one of the two members of the INCA
Copacity Builsing Fund, are a oublic
develapment Thance instituton 1hel beos
frean working h aghd eoverty and foster
acgne~ls grawth [0 deve opng Sount|ss
and the French Cverseds Provinces for
sevenly years.

AFD hos nesn entneted with o mandate By
th& French Aaahonal aufhorlies o contnbula
to economls and sacial davelopmerd in its
gaographnical  areos of  aDaraflon, |
acshieves this by findrcing and suppading
daveloprment projects  arnd  prograns,
paricipating in the debats, ressanch and
dinlogue with the re.evant stakeholders.

Tha am of thase aofrens s o condilbata g
more sustainable ohd sheed ecoromlc
growth, improve living conditicns in the
poorest regicns and countries, coniribute 1o
peserving the planet ard helg siabilize
fragile ar pasi-canilict countrias.

Wiling 1o sepport lacal and  regiondgl
develapment, me Johannasburg agency
novy funds rmore thon thity projects and hos
increased s coivity our fold oetweer: 2004
and 2008 to meet the financing needs of
Frojecis for the reclon's develcpment,



07 June 2014 — Friday
]

Flight information from Parls to Sovth Akica:

Dapart from CEG Pans for Joharnnasburg Aitgoarl [OR Tarmboe) internaticnal
on A France.,

Flight: AF?90 CDE] be JIB
Tlage 2320

Checkin 3 nours befors departing for Jorannesburg
(0 Ariving in South Atica BB Juty 2017 af 08nis

MOTE: Departure from Hotel to Airport at 19030

|CBF would like to thank you
for paricipating in the 2017 Study Tour!
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[CBF Study Tour| 2017

1  INTRCDOUCTION

The INCA Caparity Bullding Fund {ICEF] Swdy Tour to Franca took place from 28" Juna o
B Juby 2017, The tour tock place in three cities, namely Marseidla, Lyan and Paris, with
delegates also visiting Lille Metropola,

2 DELEGATES AND FOCUS GF THE STUDY TOUR

The tour group consisted of:

Attie van Zyl — INCA {Tour leader)

mare-Lise Fourie — Tshwana Municipality
Davy Louw = Theswaterskloof Municipality
Geraldine Metller — Stellenbosch Municipality
Zanda van Reooyen - George Municipality
Stefan Yorater — Saldanha Municipality

* 4 & & % ¥

The daelagates wers given the weekend days to explore Marszeille and Lyon, and alsoe spent
the evenings n Parls discovering the neh historle and cultural hertage and vibrancy of the
French capital ally,  The foous of the Sludy Tour 2017 wae on integrated urban
devetopment within the context of Long Term Stretegic Planning.  Spegific fotus was
placed on how best to otilize integrated urban mobility systems and catalytle projects to
have a positlve iImpact on the built environmeant and to eontribube to efficiency gains. Gien
the histary of partnership function between public and private in dalivering infrastructure
and public sector sarvices it was the intantion of the Study Tour to expose the delegation to
this partnership approach.
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3  CiITY OF MARSEILLE

City

Date and time

Presenter

'Description of

project

‘Discussion

municipalities in
South Africa

imporntance for

. Development Agency

Marseflle |
Friday 30 June 2017, 10:00 - 13:00 T .
Alexandre  Sorrenfino: EBureméditarranée  Urban |

i

" The Euromeditarranée Project was iaunched in 1995 with the |

| initiative of the former Mayor of Marseille, and ths Stata, The | i
|agre&rnEr1t for the establishment of a public agency of :
s developmenl was signed In 1884, working on an area of 310
| hectargs, Since 2007 the prﬂject was extended with 170
: more hectares. This project iz funded by the European :
- Unian, the State, the Regianal Council, the Departemental :
Counal, the wban community and the City of Marsellle. '

. Among the achigyements of Euroméditerranés project was -
i the Doeks renovation into offices, the renpvaticn of the sile :
linte a theater, the renovation of the Rue de la Républigue,
.the construcion of the CMA-CGM tower (32 floors, 147Tm

i talll, The budget of the project ameunts te €7 billion
; ivestrent, of which €8 billion of private investrment.

:The Marseile-Euromaditerranée wurban refewal and

- economic developmernt projact was the largest urban renewal -

project In
Southern Eurcpe,

Dudng the discussion, Mr. Alexandre Sorrentine meantionad, -

amongst athars.

1. It is important For  local governmenl 1o retain
possession of the land, but the privabe sector must -

fund and manage such projecis.

2. The Euroméditerranés projecl was imbiated to "save”
Marseille and to make it an allrachive and nfluential
city between Europa and the Meditarranean.

3. Three key aspecks are importzant for the project io be 3
sUCCess being, time, to retain land ownership and
context (gecgraphical, soclal, sconomle and history),

| The faliowing message fram the presentation is relevant to

' municipaliies in South Africa:

1. Think BIG and start small;

2. Lecal authorty most reman in control and not the
privete sector, L& municipalty must determing the
type of development.

3. Thea private secter must fund and manage the project.

4. Pariner with the privata sector through PPF's,

I %8

- PagE _1_ o — o — o ——— - —
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Clty
' Date and Ume
! Preaentet

I. Agence

! Francaise De

' Davelopmant
!

. Training

' mportance for

' municipalities in
. South Africa

[

‘“Description of

. . ) |
“Marseille . !
. Friday 30 Jung 2017, 14001530 . .. .. . .|
CMr. Dominigue  Hauthergue from Agence Erancalse De
_Development (CEFEB} |~ ___ .
‘ pgence Francaize De Development is a public financial |
 imstitution that implements the pelicy deflned by the French !
i Gowernment, |t works to fight  poverty and promote
| sustginable develapment. This public instituion 15 active in |
| Affica, Agia, the Middle East, Latin America, the Caribbean
. gnd the Frengh overseas territories where it finances and
supports  projects that Improve [N conditions  for
' populations. promate economic grewth and  protect the

' planat.

...; Historical contaxt ‘During  the Jiscussion, Me.  Dominique ﬁa‘amﬁu;}

, menlioned, armongst ofhers:
"1, City of Marseille Is France's iargast city on the
Mediterranean soast and the largest port for commersa, |

! freight and cruige ships. |

i 2. City of Marseille is the eounlny's second largest city. after

i Parig, with 2 populaiicn of 852516 and an area of
=41 Kin? the Jrd-largest metropoliian area in France aftar
Pariz and Lyorn.

2 There ara 35,563 municipalties {communes) in France

4 France has rmore than 150 vears of experlence af Public

! Private Partnarghip (FFP agreements |

5. France has 15 metropolas and 3 metropoles with special |
status. -

BN Y Dnmlniqué "Hétu'tEérgL}'e spuké at I'Eifga'a_i:iﬂm'ihe t'rai'n'mg'|

| nitiatives, to stengthening capacities of individuals and ,
' prganisations. |
| .

| comptlses & team of 23 agents divided into a training |
division and 2 gupport division l

' The training is build on iwo Buildifg Blpcks: :

- Lohg diploma cycle (Mazter),
- Short gualifylng coUrses. |

| He also spoke about teir advanced ed=aming platform,
i which comprises of moeocs (rassive open online course), |
iser'mus game to make learning interachive, virual classes |
| and webinars. !

'\ There are many behefits 10 pravide ‘an advanced e-learning |

platform to municipal officlaie and councillars. In South Adrica
there are advanced legislation and comphance and an !
. advance e-learning platform could be investigated, :
|

129
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ﬂltr Harseilla PR
Date and ime ___ Friday 30 June 2017, 15:30 - 16: 3 - |
_Presenter_ _ ~ Mg )ans Badusl frem Villa Méditarrande L
| “Description of i TMis Marie Baduel is a directar for this entity who putposs is to |
Yilla look after urban development, terrltorial  atiractiveness, -
, Méditerranes i sustainable development, econamic dovelopment  and

antrepreneur:ahlp. sreative  Industries, sclidarlly econoimy,

peopolitics., civil soclety and youth. |

|

“Diseussion |l:iurlng 'the discussion. Me. Marie Baduel mertinad, aﬁié:h'gall
others:

- Iln France, the Government has opengd a new page of |
' decentralization almed at adaptation to the reality of:
. gohtemporany territories.

i Poiyoentric resinucturing of the smaller & municipal areas in
' Marsailz was done, in order to deal with fiscal undfication
between the different areas.

. & mult-disciplinary committes was estahlished in order to-
| facilitate this process focussing on the following 4 strategic
 main lines:
i - Recognised the diversity of the population and it |
' areas;
- Integrate the metropole in a generalist (positlon
: {physlcal integration of region infrastruciure); i
[ 5 - Moving from 2 geherous metropole to sustaihabiliry |
- Muowing from a de facto metropals to an organtsed and i

'L- -;.:I | linked maetropole

The praject intenfions must he clearly articulated and new
project assumptions musi be in a saherent way. |

: It is irmportart that the start and complehion of the project

receves equal priorty.  Two-way communication during the

. project 5 imperative with all skakeholders an & coptinuous
basis.

~ £du
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.t

| Gty __.___._.!'!?-EEEJ?
: Date ahd time  : Frday 30 June 2017, 16:30 - 17: ED
Fresenter Catherine Lagarde Manager Public Relations ir:::rrt Eaux de
i e e | Marsellla growp
Desnption of . i The group has 1843 arnpfwees ‘and gross tumover of € 329
Eaux de Marsgilie | million and i= reprasented in over 200 municipalities in:
Group - Franee. The group has 17 subsidiary companies,. and the
tthree main man business activitles are Waler, Envlru::nrnent
. and Sarvices,
| Wiatgr

|
! diatribution, customer managerment;
I The management of public waslewaler
wtility, collaction and treatment;
.= The consulting and oparation of wafer treatment plants
and networks far Industry,
- Leak deteclion and customer relabons with noms and
standards responsivenass.
Enviranment
- Wasle collection and treatment
- Sorting and reusa;
.- Urkan hygiens and cleaning
. Senvloas
s = Information systemns for utilities and public sarices;
- otreet lighting and industrial electricity management;
' Energy cogts control.

: Discussion | During the discussion, Ms. Catherine Lagarde mentioned,

amongst others:

D1 Marseille was founded 26 centuries ago, on the banks of
' the Lacydon;

2. Marseile had a long history of wafer provision and
supplying the city wilh water waz difficult up to the mid-
19th ceniuny;

In 1825 the Coungll decided to build 2 canal (canal de
Marzeile) - see photo below.

Marselle 12 cammaonly known as the “water capral of the
warld®, In 1998, Maraeille was chosen as headquarter :::f

L+

=

the Wworld Water Cauncil.

The management of public water supply, prﬂductinn,:
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;'l:'ériél"dé" .-
i Marseilln

Maraeille

Sanitation

Potable water in

: Importance for

: munleipalllias In
: South Africa

| i
o0% of the water source of the canal iz derived from the |

Durance mer. This river is a majer river in south-gastem
France and ita source of water is in the south-western Alps.
Tha Durance mseff is a tributany of tha Khong river in France
and flows into the Rhine near Avignon. The Durance iz the
secont longest tnbutanes of the Bhine river.

I The waler in Marseille is known as the best in France.
The follpwing are interesting facts of the water natwork
managed by the Eaux de Marzeille Group:
-  Management of water utllity for 72 municipalltles, |
- Dperation of 50 waler producion plants, -
- 6,300 kilometras network;

- 1,57 millien people ssrved;
= 147 millian cubie metres produced per year. 5

|
i The Eaux de Marsalle Group also provide the fallowling |
! sanitation senvices. i
! - Dapitafion managemant for !
. 82 municipalitigs i
o = Operation of 52 wastewater reatment plants !
- 27 millian cubic metera I
ars treated each year |

- |t comprises of 2 4 200 Kilometers nefwork,

- The following message from the presentation is relevant 1o

. municipalifies in South Africar

. - Municipality must remain tha ownar of the projact and

! land, i.2. delegate not privatize.

i - The decizion making power on sirategy, tanffs, policy
and inveslment rmust remalin with municipality.

_-....There musi be a battery of indicators in the contracl.
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' - Tha confract must be performance based and profit
| sharing principles must be provided in the caniract,
- Penalty clauses musat be included 1n contracts.
-  Forward planning o deal with the realitles that are still
{o come in 30 years' tima must be considersd,
l The private operatar is responsible for -
. - The technmical sspect and Implementation of the
strategy.
- The maintenance and renewal of investment.
- Innovation and research responsihility.

- The operator must apply the reguired norms and

slandards which s allgned to the [0 standards.

Thare must be a dedicatad steering commiltes, with varioous
stb-committees.
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4 LYON
City Lyon L
| Date and tII'I'IE Monday 3 July 2017, 11:00-13:00 %
Presenters | Richard Brumm (Deputy Mayor and councillor responzible for
| Finance) and Cathering Alberti (Chigf Financial OHleer) from the
___________________1 Matrepole of Lyon
Disnussinn

it was a general discussion aboul the finances of the City of Lyan |
and iz budget allocations.

I The fellowing, amongst other were sad: i
: i

- The {otal revenus for the ity of Lyon is €700 miltion. |

- S0% of the tolal revenue (€350 million) is property tax. !

- The proparty rates payzble on residenfizl properies |
comprisas tyo different taxes, called residental taxes texa.
o' habitation and ownership taxes faxe fonciare. i

- FRebates may be provided on property rates based con
eeftain ametla, such as the number of children you have
and wvalue of the properly, provided that the applicant
meets certain income Hmits, This only applles [f the
prapearty is the owner's principal residence.

- Properly mtes is colleched by Nationsl Sovernment on
behalf of municipalitles.  Any shorifall 8 covered by the
National Government and not municipalties.  Howeaver, |

: unlike South Africa, there is nof a culture of non- pag,nﬂant'

, n Franece. i

© - Allecation from National Gavernment to the Gity of Lyen 18

| €100 millicn annually.

| = The total outstanding external bormowing is €420, giving a |

| gearlng ratio of 60%. i

' - The gearing ralo 15 high in comparzen o mumcipalities (b

South Africa, However, the City of Lyan capped it at this

| = level and redsern any new |oans within a pericd of 5

: YEars.

- 3alary cost comprises 58% of the total expenditure. Cost
saving measuras has been implemented to ensure ralio is
not increased,

- The Gity recently had a rearganisation restructuring which
resulted in an overall reductien of 20 nbs in the workfarce,
coupled with the creabon 38 new jobs. The total salary
cost did not increase with the reorgamzations

| restmactuning.

- The City of Lyon refrains from entering Fublic Private
Parnershlps (due to their view) the excrhitant cost
assuciated with this.

- Due to the global financial cnsis, the national govemment

granls to mumcipalltes In France were reduced. The City
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of Lyan received €40 milion lass between 2013 and 2017,

- A% a cost saving measure, the serviges offering to the
public was reduced. An example of s s the hibrary -
services hours which were reduced. .

- To counter for thiz loss of grants, the City adopted the
“margins of manuever plan and was abke to compensats
for a losa of government funding of € 8.8 million In 2017 ¢

- Dueg o the 2008 banking crisis, benks was hesitant tnﬁ
issUe new [0ans and it also comes at a higher cost. As a
resuft of this the City of Lyon diversified its sources of
financimg by ghang itzelf the possibility of raising funds
directly an the financial markets via the vse of the band
market.

[importance " Tough economic times reguires municipalities to adept, | he

k far affect of tight fiscal strain must be passed on to the faxpayer
municipalities | Municipaliigs must become more efficient. The =envice daliveny
in South offerdng o ratepayers can even be lowered to reduce cost
Afica | Personnel costinust notbe ingreased. |
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City Lyan }
Date and time . ' Monday 3 July 2017, 14200 — 1500 —d
" Preasnter Sléphanie Chemtob, the F‘m]enl hanager Communication and | .
. Gonsultatian From Lyan Gonfluance. |
. AboutLyon : The Confluence project is & project in the new southern sector of -
. Confluance IL‘II'{]_ located, near the confluence of the Rhone and tha ﬁﬂng |

 rivars whane profound changes are being done. i
The Conflluence project’s objective s lo dauble the area of Lyon's !
~ city center by urbanizing the area. :
: The Confluence project radically changed the sociclagy of '[|'II3
neughhnrhand promipliing rapid gentafication such as: _
Tthe wholesake market and prisons were relacatad,
- The port was mconverted
- Industrial buildings and wastelands were replaced by
residential buddinga. :
- Offices and commercial shops are integrabed with the
rasidential deve|lopment.
Discussion This praject is currardly the biggest of its kind in Europe, being the .

availability of land in proximity to the CBD. The statistics of this -
development ars: ,
- Total project area: 1 500 000 m? (150 hectareaj !
- Phasg 1 of the project: 400 000 m* (is currenHy S0% | |
complabe).
- The mix of phase 1:
- 145 000 m? hesusing
- 133 000 m? sarvice and other business premises
- 585000 m* shops, hotels and consumer facing sarvices
- 20900 m? public amenibes

Tha davalopment of the Confluence district maans that it is able o
double the size of the central oty of Lyon by 2023, welcoming
16,000 residents, 25 000 workers and almost 10,000 students.

The project goals were:
- Mew forms of mobility, such as a transport network of non- |
car alternalives,
- Asman sustalnable city. ,
- A regsponse to hature's reguest. f
- Craative urbanism. i
- A Ccity for syeryona, ;
- Zccial mixing with many criferia for sUocess
« A city for all with various backgrounds to stimulate vitality

The infrasltuclure is prowded by Gity of Lyon, which |8
approximately 30% of total cost of enlire development.

ZU6
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Image of tha | §
| confluence |
| aroa {where | B
the two rlvera ; |
maet [Rhéna
and Sadna)

The
confluence
area is on the :
island ;
hetwaen the
two rivers

Images of the | The alea has many "d-nr:k;ing stalione" for the rent of hicyclas and
= sustainabla electnc cars as perthe magas h-aluw
mobility : T : .

L -
R ST ST e e . L —

| Gonservation | During 2010 a parinership between the Werd Wife Fund for Nature -
. (WAVF) and the Greater Lyon was entered into, with fhe objective -
-nol b emit maore greenhouse gases in 2020 than in 2000

: (beginning of project}.

. It cenzisted of 10 targets:
: 1. ferc carbon
2. Fero waste
3. Sustainable mobility
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4. Local and sustainable materials :
5. Local and sustainable food

&. Sustainable watar management

7. Natural habltals and bBiodiversity

B. Local culture and hentages
g,
1

| | :
' Costingof | The average cost price per sguare metre is approximataly €5,000 .
| '

: property in | and rnore [Uuxury apartments can go up to €7,000 per m®  First !

Economic Equity and Developrment
4, Quality of life and wellbaing

" the ttime buyers receive a aubaldy froem the govemmeant.
Confluence
\ Hma - —— — — " ——
i Importance | - Mew approach ta the bulld environment, being integrated
H_! for I mixed development, encompassing mnovation and wrban
| municipalitia qualiky.
: % in South - Mon-maokorised transport;

i Africa i - Al developmenl In France 5 based on densification,
' : creating a work and [ive envirenmend.

-  Mixed devslopment housing {secial housing and private |
awnershlp) s incorporated in the development.  The |
municigality anly approves bullding plans IF It adheres to ita

: : infegration standards.
i o Municipality uses a dedicated state-owned entity to executa
| and manage the project.
I - New approach o suskalnable green development for
huilding 0MYWF approach).
- Eletiricity - solar panels are used for buildings.
- \Waste management. Eiforts sare made to change the
behaviour of the consumet to reduce waste b a minimum.
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 Cly . Lyon, " ]
: Date and tnme TuEsday -4 Jul;..r 2:]1? 1‘1 EI'I:I —13:00
' Presenter Fierre Soulard, Director, Urban Mability Department, Lynn 5
oo |Metropole |
Discussion ' The discussion focussed on mobility and smart city concept for

" the Gity of Lyon.  The City of Lyon has 1.3 million inbabitants and
thers are 4.2 million public transport frips on a daily basis.

The budget for public transport infrastrustune in Lyon for the next -
6 years iz £1 hillion, The operating expenditure 15 €1 milllon per
. l:!ayr. .

| : The message Irom the presenter was for municipalities to own
| I their public space and use relevant joint-uliisatlon madels.

|In Lyan publke =pace iz limited and innovation is required o
| optimally use lhese space. For example, in summer cerlain
' public space is used for restaurants and in winter It 18 used for
- parking.

E.Annthar imponant innovation aspect of pabhe transport is the
' optimal usa of (s streats. Tha busa lgne is alsa avaitable for motor
vehicles, but a5 sg0n as a hus enters the bus lana, motor vehicles
| must within a minute change lanez. This is regulated through
' various electronic networks.

: It s required to change the behaviour or the users of hublls
i transport through:
- To penallse Lsers for certain Behaviour such to make the
inner-city parking very expenslve,
-  Give access o puhblic transport everyane,
- The system must be time-efficient and frave| tima must he
prediclatble.

Tha City understands that culture change is a long term process,

Tt 0000600000

' infrastructuie
" Objective _ - Ensure acceszsibiily of the towns for their economic
; tevelaprment and to facilitate the mevement of people and
: gocds, :
: i - Reduce environmental and secis-sconomic mpacts of |
i transpart, and f
; -  Re-conguer public space from private car use lo eco-
S friandly modes with urban planning. _
~ Palicy There must be a maobility polley In place which is linked 4o the

. urban policy,
204
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There are 4 pillars of an: urban mebility policy:

1. Bulld credible akematives to minimize excessive car Uss;

2. Move from a silo approach to an integrated approach;

3. Connect transportation mades by sommunicating uanuus
information to the usars; and

4. Set up an integrated mobility funding policy and ai i
multimedal Integrated ticketing system, the so-called
"Urban pass’.

i The Urban pass is the creation of a single accounl for users Lhat
' oan be used for all forms of public services,

"Public  ; The image below depicts the sialislics of the change in the public
 tranapaort in transport of the City betwaan 2007 and 2016,
. 1 Lyan

I As can be seen, the use of bicyeles has increased the most,
" whilst EIE s of motor vehicles decreasad the most alnee 2007,

sl

b
Ly ;

190

[JH
16 -

KT 1MF 113 mWic 41 Ay a4 i X1

Y ! The objective for the City is to inorease the use of bicyeles from
o [ 2% In 2008 to 8% by 2030 and to decrease tha use of motor
! i wehicles from 50% in 2008 to 35% in 2030 i

"(fgd of data " The City o1 Lyon has implementsd various interachve data
. . collection instruments throughoul the Gity and are linked on a -
| | smart database where datamining is belng done.

! The: dalabase received its data through the following:
- 20040 sensors o measure the various transpert statistics.
- 300 camaras.
- 1800 traffic lights.

Crifferent algorisms are used to optimal the use of public tranaport,
with the overall benefit that it reduced the investment in new !
infrastructure. :

Data collection is central ta _plar_l_ning._ _ﬁ_m _E-l:l'u';élnc:-ar_j IT
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| Mobile
appelication

: munlelpalties

in South Africa |

J,

Importance for

The smart use of IT means that tha investment in new
....nfrastructure is delayed. e
. The applcation below was developed for users of public transport
to aid in determining the most apdmal choice for public tranzport,
. The name of the application is “Optymod L yon”

Eto.)

.

| When users enter their destination it will help them to pick the
bast public ransport optlan (bus, train, tram, plane, bicycle, ta:-n

Most municipalities, especially metro municlpalities have
peak traffic congestion preblems. In peak traffic hours, the
gynchironization of Lraffic lights should be adjustad to allow |
for better flow of the traffle,

More cptimal use of technalogy and saftware appllcations.
An investigation should be done to datermine which ype of !
transport is relevant for each individual municipality, A
dedicated plan ia required.

Faringr with institutions to change behavioura, walk and

use public transport instead of cars.

Shanng of public space - buses and cars in one line and '
regulated through intellgent T infrastrugture. |
Standardisation and optmization of ‘streat fumnitura® |

(signature, advartising). o
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5 LILLE

F T e T —_ T
Date and time ; YWed nesday 5.July 2017 30 - 11:00 L
Prasanter Mr. Romain Roguet, tha Chief Financial Officer of Lille

M“‘"’P“'“
Discuzzicn A comparison was made between the City of Lilke and City of
Lyon. The following significant differences were noted:
The salary expenses for Lille is signifleant owear compared
1o Lyon (10% of the total exgenditure compared 1o 659 of
i . total expenditure).
: . - The reaseon for this is the City of Lille putsource most of its
services to external partles.
i - Lyon alsg provide provinctal functlons vwhich L|J|e does not
! Ranve,
- Industial focus of metropole of Lille is digital image,
: nnavative taxhles, health and food, retal, real estate,
i research and higher sducalion {lhe above it based on a
aWOT of the Metropaola),
- Lille 1= more ppen for the use of parnerships {FFF and
! lang termn contracts) 83 Lyon dug to the cast. Capacily 15
! needed o manage contracls but not in the extend whens
saryicas is done by lhe authanty as it is done by tha City
of Lyan.

- The Lille metropale uaes long tetm financlal planning. This
enakles them to have a clear perspective regarding
gearing and {heir debt service ability,

- The financial model plcte the impact of their preparation

i : ahd implementation phases of their capital programz and
the atlisation of own resoorces and bomowings, The

covioo o medel s kept updaled on a quarterly basis, N
k---J; Impartance - Acceptability to other  forms  of service delluer'_l.r
i for mechanismns.
" municipalitias - Greater focus on quantiffable lgng term financial planning,
in South
Africa
2le
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I".-'Is Jocteur-Montrozier, Operational Manager of the E.em|-pul:ﬁm

e e ....__1

- FRoubaix, a district in Lile is one of the poorest
municipaliies in the MEL (Metropole of Lille), wilh the
highest unemplayment levels within and requiras specific
intervenions  to stimulate  economic growih  and

- The campus station project was initiated to rejuvenate the
: inmer city of Roubaix, centrad around the raibyay station,
i - The project has a social impact and wag nal designed to
! - Integrated approach to development with the focus o6

- The lang tenn objective is b stmulate economic growth
through the privale sector and the involvement of the

- Thiz project i= a good exampls of the wulilisation of the
transpart |nfrastructure to rejuvenate wrban economic

- This is 8 good example of how to Use catalytic projects to |
-  The creation of infrastruclure projects will stimulate lhe
- New though process is needed on the usage of facilities,

far example an indoor swimming pool that was fo longer
in use was converted into an arl gallery and is now a main

—| Mr. Frederick Joubert, Engineer Technician for Lhe Cenlre fq:lr

The presentatmn infarmation regardrng the bmgas prﬂjec.t iz to he
Cprovided in English laber due to lranslalion difleultles, It wasnt
- possible ta banafit from thizs project. (A5 soon as information |5|
: obtatned it will be made available to tha participants)

! En't'yr" I l Lnll-e T
| Date and ffma | Wednesday 5 Juty 2017 11:00 - 12:30
“Presenter
i company SEM Ville renovelee
i Discusslon Campus slation project
i
i
!
development,
he profitable.
housing, ¢ffices and puhIH: places,
: public,
| | devalopment.
Imporance |
for : stimulate econamic growth.
munlmpalltjm
in South SCansmy.
Africa
attrachon.
Cut:.r LI[Ia o
Data and time ; Wednesday 5 July 2017 16:00 — 17:00
- Presentar
P | Biogas for the Lilla metropola
Discussion
Importance | To he added Iatar,
: for l
: municipalities ;
. in South !
: Afrlca
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(City  jLille
Date and time | Wednesday §July 2017 930-11t00 7
_Prosentar ! Mr. Fabrice Veyron-Churlat, Director-General of Eura Lille SPL

Discuzsion The chiective was for the Study Group to be exposed to the
intagrated development arcand the new TEY development, the
latter which was a cafalytic project that changed ihe future of the
Cily and rescued the economy from the economic imploded as a
result of the down turn [n textile and mining industry.

The idantification of the catalyiic projecls (new TGV slation) was
. sparked by the EURO tunnel and the fact that this further
tenhanced the position of Lille to reach the major cilies in the
wirld,

( . | OfF imporiance is the poliical will that drove the project o the City
raf Lille, The institutional amangement was speciically noted in
. that it expedited development.

|

I The develpper iz a private company with 100% public
| shareholding contrel.  Further o ncte that the company censists
! of approximalely 20 project managers, who manages horizonkally

" mehiliging individual expertise within publis asctar. I

It was stated Hhat the project managing company [SPL) is solely |
focussed on delivering the proest and saw economic and
'pnlltmal ::hangﬂs as part of the normal landscape in whmh
wariela projects is implemented cver aspan of 30 years.

A lasl point ta mention 13 that the mind-set of the pn:rjactﬁ
rtanagement company is fhat the existence colncides wth the |
[ dellvery of the praojeck, je. as soon as the project is finalised it Is
. handaver to the public sector and company is disbanded,

Impn_rtﬁn_r.-u Leszons ta be learnt from this project, which was (he third of il

for kind that the study group was exposad to ara the following:
municlpalities

i in South To deiiver a major impact project in the shorlest thme poszible; an

: Africa institutional modal like this would seem to be a perguisite (a local

| example wauld be the Gautrain),

- Care should be laken not to confuse this institutional model with
the creation of a development agency task to do specral
development projects as its mandaie. :
I
It iz posslbie to Implement such a modem project within a built |
etwvirgrment that maintain and integrate with existing and
heritage huildings. Again the impartance of an intagrated mohility |
mode| cannot be emphasls enough. |
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6 PARIS

City
Date and tima ;
Presenters

About AFD

Grean bonds

Experenced

gained on

i siudy tour

Farls
Frldaj.r T Juh,r 21}1 T 9 ED = 13 I[:IE:I - S
MR Lourent Amar, Deput*,r Director Agnn:a Frangaize de
Béveloppement, and
Ms. Clemence Vidal de La Blanche, Program Manager Local
Authraities And Urban Dwvelpoment, Agence Frangaize de
Déaveloppement,
A summany of Agenﬂe Frann;:alae de Dévelnppement {AFD) and
its operations was provided:

- 2400 amployeas;

- B0 nationalities;

- BE branches,
i - 100 anguages spoken;
: - 108 couniries inwhich AFD works.

Thea matatlly of thelr operatiohs (50%) are fooused in Africa.
CAFD also pl‘Epal‘Elﬂ 8 separabe preaenlalinn on "green bonds” ,
and ita rapid recent growveth. I

A& green bond iz an innewative financial instrument issued by !
nualified Institutions, ar by munlcipalitles for the development of :
brownfield sites. Brownfield sites are areas of land that are
undarutilized, have abandonad buildings or are underdeveloped,
often confaining low levelz of industrial pollution.

These green bonds are only for qualified green bailding and
sustainaile design project bonds, ;

In 2016, green bond izsuance soared b a record high,
accounting for 393.4 hillinn wnrth of Investmenl globally and is

At the end of the presentatlnns by e AFD the South African

. sludy group shared their experiences gained during the France

gtudy tour.

- The South African study group also expressed their gratilude far

lhe opportanity to learn and interact with all the varicus French

- professionals on the taur,
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7 LCONPARISON EETWEEN FRANCE AND SOUTH AFRICA

Laadar

Total area
. {approximately)
Coastine
{approximatain
Population (2015)
Elevation extrames

Life sxpectancy (2014) |
i Largestcity
- Wumber af

municipalities
MNurmber of melmpnle&

Human Dawlﬂpment
Index [2015)

Human Developmeant
Index [HOH) is a
mmpuﬁita ingex
5 FBASLMNNG average
i achieyement in three
" basic dimensicns of
fuman development,

France ' J South Africa
Presidant Emmanuel Macron | President Jacobk Zuma
. (age 39) | i

! Franca alko has a Prime
i Minister which is appointed
by he President, The
: President himself Is dirgctly
: glected by the French peaple
avery fiva years. Tha French
Constitution  declarss  him . :
Fead of state and gives him ;
Peonfral aver foreign pc:lm',r i
" and defance,

'. The current Prime klinister is ; !
: Ednuard Phiiippe. The i

Prime Minister is is the head
of government and of the
Council of Ministers  of
France
G40 G679 square km + 1218 080 square km
3427 km 2 TS9H km
&7 rnlllmn - BE millicn
Lowest pofnt Rhére river | Lowest point: Atfantic Ccean 0 m
delta -2 m | higghest point: Micsuthi,
Highest point Mont Blanc | {Drakensbery) 3,408 m
¥ EE yRars | B7 years
_Paris - 2.2 miliion people | Cape Town -3.4 million people
35 564 L 57 - o

'| 18 + 3with special statys 8

0.20 {ranked 271} out of 188 067 {ranhed 119} “out of 188
| couniries countries
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 lving. .
: GDP {2017 foracast) :

' being:
“a lang and healthy [ife,

| GDP (Grass Domeste |

krowladge: and
a decent standard of

FProduct) is the total
markef value of all final
goods and senices
produced In & country

in & given year,

52 420 billion

$334 billion or
F4 339 hilhon

~. | GDP growth rate
| 20T}

Gavernment debt

(2018}

Government debt 1o
GDP ralio (2016}

| economics, the debt.
to-S0F ratia is the ratio
between a country's

cumulative gove mment

: debt and ita gross
; domestic producl
C(EDP. A low debt-{o-

GO ratio indicates an
econamy that produces
and sells goods and

= sanices sUffickent to _
" pay back debts without
S incurring further debit.

; the world, the
. Cormuption Percaptions

i pereeived levels of
* public gector corruption

0.4%

‘52 323 billion

Government Dabt o GOP
averaged 568% [rom 1980,
reaching an ell-time high of
2G% percent in 20415 and a
record  low  of 20, 70%
percent n 1980,

0.7%

| 3188 billion, or

R2200billon
50%

Government Dett to GDP in!

Soulth Africa averaged A7.80%

from 2000, reaching an all-time ;
high of 50% in 2016 and a record :

low of 27.80% in 2008,

Corruption perception | 69 poinl {ranked 23 out of ; 45 ponl {ranked 64 out of 176

index 2016 I
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This item has been received on 24 July
2017 after the Agenda has been distributed
on 18 June 2017. Apologies for the late
submission.

ADDENDUM 1

SPECIAL COUNCIL MEETING
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SALDANHA BAY MUNIGIPALITY

REPORT TO THE COUNCIL
TOPIG: ORGANISATIONAL REDESIGN
DIRECTORATE: FINANCE
AUTHOR: STEFAN VORSTER,
DATE: 24 JULY 2017
FILE: 411342
ITEM NUMBER: Eatfa - 17

1. PURPOSE

On 15 June 2017, under item R108-17 Organisatlonal redesign, Council approved
this itermn, with the following resclutions:

i That the repon be noted;

i That the micro organisational structurs as contained in the reporl be
approved;

i That the placement policy be submitted 1o council after consultation with
labour,

iv) That e Acting Municlpal Manager, in consultation with the relevant
diractors, be mandated to staff the micre structure within the approved
personnel budget and in fing with the staffing policy and any other relevant
lergi IS labion and policy.

Tha purpose of thiz report is to inform Councll thal the implementation of this decizion
will most likely result in unauthorised expenditure and to make an appropriate progosal
biow b remedy L

2, BACKGROLND

The review of the crganisational structure commenced in October 2014, The deadline
for the completion of this process for budget pumoses was determined to be 20
January 2017, so lhal all changes can be incorporafed inte the March 2017 tabled
budget

n 19 January 2017 the than acting Municlpal Manager, after 3 lzngthy workshop with

the Mayce, sent the erganisational sfructure changes to the budget office that had to
be included in the labled budget.
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These changes were also discussed at the budget steering committee meeting of 24
January 2047 and it wes then captured in the tabled hudget and approved by Council
on 28 March 2017, The changes to the organogram that was included in the approved
tahled budget cormprised of the fallowing:

{ function previously

Function | Directorate whera the
funetion was moved bo

| Strategic Services

! resided ~_ from 1 July 2017
: Community % Indigent & Housing demand | Engineering & Planning
i Operations ~~ management: North | Services
Community % : Indigent & Housing demand : Engineering & Planning |
Operations . | management: South Services
: Corporate & mear:hun | Lagal Eem-:;es : Offica of the MM o
" Office of the KM i : Risk Managemsant Eccnomic Development &
_____ _ 5 ETrategn:'. Danvicas
Offica of the MM Local Economic | Economic Development & |
. Devalopmant Slralegle Services
Office of the MM Spatial  infammation”  and | Economic Davelopment &
. interventicns Strategic Services
COffice of the MR ! IOP f PRAS ' Ecghomic Davelopment &
' Strategic Sarvicas
Couneil “Torem Ezonomic Devaloprment &

After thae council approved the tabled budget, more changes to the organogram wers
made which subsaguently resulted in a misallgnmenl with the approved budget. The
migalignment iz summarisad Delow:

e e et mrm e m——— ——— —_
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| Departmant ~ Tranafers between "votes" | Expanditure | Capltal |
! Budget : Budget -
... - m s mas o= - s " mm—— Frﬂm : Tu . R Luuu | .—H- qu |
: Cultural Matters: Vote - Vote - Economic | 1817 60
Community Cammunity and  ; Development and :
Development North Oparations | Strategic Services
(205) U § IS S
Cultural Matters: Vaote - | Vote - Econormle BEE -
Cormmurity Community and ! Development and
Development Soulh Operalions - Btrategic Services |
| (208} R : PSR NS
Informabion ! Wobe - Corporate Vote - Economic 26 379 & 741
Technology: IT - and Protection Developmeant and ! ;
Services (400 Eerula::es Etrategm SEWIGEE i



Department | © Transfers between "votes™ Expenditura
Budgst
,_F"i’_'_"!"_ Ta : b i00a
: Econamic ! Vote - Economic ; ot -
- Development/Planning: ; Develepment and | Engineering and
Spatial Strateqic | Planning Services .
Infaflnterventions (721 } Sewic:es ; -
ol o e

Tz

Capital
Budpset
R 000 |
genn

18701 |

Furthermore, the employees employed under the "Council vote” were moved ta the
"Municipal Manager vote”, however the approved hudget still reflect these under the

Coungll vote,

The final budget for the 2(017ME financial year was appraved by Counel on 28 May
2017 A summary of the operating expandilure budget and capltsl expenditure per

yote is as follows:

12017118 Operating Expenditure Budget ~R'000 |
Vote - Financial Services e 78 B8
_Vate - Community and Operations T 140 708
Vote - Engineering and Planning Services B4f 173
_Vote - Corporate and Protection Serviees 126 Ged
Vole - Office of the Munlclpal Managar T 13343 .
i‘u":::ta Council EEI424?
| Vota - Econamie Development and Strategic Services | 14 007 | |
| Total 1039 702 |
: 2017118 Capital Expenditure Budgat ~RU000 -
Vote - FII'IEFICIE| Semr;es -~ am
Vote - Enmmunlt:,r and Dpemunna o N:-X:2xd
 Vote - Engingering and Planning Services 100891
""*LF:':{ié """ Corporate and Proteclion Services BT
_Vote - Offica of the Municipal Marnager 40
“Vote ~ G R RN
Vote - Ecanomic Devslopment and Siralegic Services | =)

Tntal '
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3. LEGISLATION

=1 UNAUTHCRISED EXPENDITURE

In section 1 of the MFMA, definitions, i fe =tated that,

‘wole® means —
al one of e main segments info which a budget of & municipebly is
divided for the appropraiion of money for the diffaresf departmenits
or funichional areas af e municioality, and
B which specifies the totef armoort tha! s appropraated for the
pposes of the departmeant or funtslfonal args concemed.”

“unauthorised axpenditura”, In relation to a municipalily, means any
expenditure [neutred by 8 municipality otherwisa than in accordance with section
15 ar 11 {3}, and includes —
g} ovarspending of the folafl amount approprated in the municipality's
approved budgel
b} overspanding of the lataf amount appropriated for a vote in
the approvad budeat;
¢} expatciiure from & wolr unrelafad to the depsartmant ar-
functional area covered by the vole;
dl expenditure of money appropriated for a specific purpose
ctheniss than For that specilic purpose;
gl spording of an affocation referred to N parsgraph {&], (¢} or {d) of
the definilion of "aliocation” offerwise than in accordance with any
condifions of the afocation; or
I & grant by the municipaily otherwise thar in accordance with this
AL,

Saldanha Bay municipality hes 7 votes beihg:
- Council;
- Municipal Manager;
-~ Infragtructure and Planning Servicas;
- Financial Services.:
- Corporate and Public Salely Services:
- Community and Qperational Services: and
- Economic Development and Strategic Services.

With referance ta MFMA seclion 1{c) = funds appropriated in a vote for a functional
area (departmenlt) may not ba used for purposes unrelated fo the functions of that
depariment. In cther words, an acceuniing officer or any other official may not use
funds allocatad fo one deparment fer purpases of another department or for purposes
that are not provided far in the budgst.

When the functions were moved by the Council decizion of 15 June 2017, the votes
from which they were moved lrom. no longer cover hoze functional areas, The votes
they were moved to are thus the only votes which have the authorty to incur
expanditure. The expenditure may therafare only be incurred in Hne with the fenctional
areas in the specific votes as ilustrated in the approved crganisational strusturs below:
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Any expenditure incurred in @ vole that doesnt cover that functional area will be
unauthonsed expenditure as defined.

3.2 APPROPRIATION OF FUNDS FOR, EXPENDITURE

Sechon 15 of the MFMA, Approprialion of Kinds for expenditure, stales that;

*A municipality may, except whers olhenlse provided in this Act, incur expemditurg
onfy—
a) i ferms of an approvad budget; and

b} withurr the fimits of the amounis appropratad for fhe diferend votes fn
an agproved budgel !

Incurring the expenditure for the affacted departments in line wilh the organisational
redesign will result in the expenditure not being incumed in ing with the approved
budget, resulting in contravention of sectlons 15(a) and 15{b} of the MFMA,
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2.2 SECTICN 22 OF THE MFMA

|Eentinn 32{1}y of the MFMA, Unauthorsed, iregidar or Fruitless and wasfein]
expendifire, states that,

"Without Fmifing Fabifify in terms of the cormiman faw or ofher fegisiation —

aj & poftical office-baarer af a municipaiity fs flable for urawthorised
expendilure i that office-bearsr knowingly or affer having been
govised by e accounting officer of the mumicipalily thalf the
axpendiiung 18 fhaly fo resuit it unauthorised expenditurg, instructed
an offietal of the municipality fo incur the axpenditurs;

Bl e sccounbng offfcer is fable for unsuthodsed expendiure
deftharately or negligenily incumed by the accounting officer, subjeci
o subseckan (37

Section 32{3) of the MFMA states that;

“If the accounting officer becomes aware thaf the councii, the mayor or the
gxecuiive sommittea of the municipality, as e case may be, has iaken &
decision which, if implemented, is fikaly fo resuft in unauthorsad, imaguiar
or fruitiess and wasielul expendiure, fhe accountng officer is rot fabfa far
any ensuing unauthorised, imegufar ar fruitfees and wasfeful expenditure
pravided ihat the sceounting officer has informed the council, the mayor ar
the gxaculive commifles, i writig, thal the expendifure Is fikefv to be
unauthansad, iregular ar frufless smnd westefl sxpenditurs. ™

The acting Municipal Manager has therafore a duty to Irferm the Council, the Mayor
and Mayco of the unauthorised expenditurea,

3.4 MUNICIFAL BUDGET AND REPORTING REGULATIONS

Regulation 14 {){h) of the Munlcipal Budget and Reporting Regulations, 2008
determines that “an annual budgel and suoparting decumentation fsbled in g
munisipal eouncl! must be credible and realistic such that i is capable of being

apuroved and implemented as fabled”

The Budget and Reporting Regulations, 2008 requires that, after the draft budget is
tabled, bhut befare the final approved budget, Council must consider tha views of —
- The local community;
- Tha National Treasury,
«  The Westem Cape Provincial Treasury; and
- Any other municipaities and government departments that may make
subrmizsions en the hudget,

The time period between the tabled budget and final budget does nol provide an
apportunity for a manicipalty to change the tabled budget, i is intended for public
parficipation and an opporunity for Input from the abovermantioned stakeholders.
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3.5 VIREMENT FPOLICY

Faragraph 10 of the Budgst implementation and management, funds and resenves
and virement policy determines how viremeanis can be done, In short:

10.5.2 In orger for a “vote™ (Direclorate) to irapsfer fmom one cast elemant or capital
profect to anofher cost element or capital project, & saving has to be
Identifiad within the monetary limitations of the approved “ghing” coast
gletnent or capital allocations on the respective budgets.,

10.5.3 Sufficien), fnon-commitfed] budgelary provision showld be availabla within
e ‘giving” vote's cost element or project concermed to give effect lo the
budgelary fransfar (viremenl). In agdition, the transfering function must
cigany indicate fo which cost slement or capdal project the budget provision
will be lransferred to and provide a cfear motivalion for the trensfer. Al 7
segmants must be addreased if funds are fo be ransfermad from one projack
fo anoihor,

bMost of the organisativnal changes that cccumed aftar the tabled budget can he
accommodated within lhe virernmenl palicy of Coungil. The anly change that cannot be
accommaodated, withaut incurring unavthorlsed expenditure is the following cost
centre; 403 Information Technology Services

The afected directors and acling Muonicipal Manager have confimed that the
appropriate virements can be dene within the requiraments of the Council approved
pelicy for the other amendmeants to the organisational atrusture.

4, COMMENTS: BUDGET OFFICE [Mandy Comett, 24 Jujy 2017)

In order for & wirement {¢ he done to accammodate the changas as Indleatad In the
repad, the following restnctions within the approved Budget Implementation and
Management, Funds and Reserves and Virerment Policy should he taken inlo accaunt:

10.5.8 Virements per line item above R 280 008 must be signed by tha Porticlic
Councillar,

10.5.8 Viramentz from operating maintenance projects either to typical work stream
projects or municipal running cost are not pemittadd,

10.6.2.7 Virements may not be mada in respect of ring — fenced allocations,
10.6.3.8.1 Virements are allowed bebwean cost elements of — and if these virements
ara within — this subjachve categary (Empleyment cost),
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10.6.3.8.2 Virements to and from this subjective expendiure category are not
permitted ta inter alia avaid the creating of necurring expenses nol planned for, without
the appraval of the Mayor.

Also refer to 10 6.3.10.1 of the policy for the cost element categaries that are notto be
usad as sources of virements

MHote of the following should also ba takan:

An amgunt of R 75 000 has bean budgeted for a2 revenue as well as axpenditure
under function Cultural Matters: Community Develspmenl Marth {205}, The revenue
and expenditure relates o the Community Developmenl grant. The expendiure and
revenue ean therslore not be moved as this would be a transfer between Votes,

A Virement amounting to R 75 000, funded from own funds for he expenditure part of
the grant must therefore ba done within tha Ecanomic Developmentt and Shateqic
Services Directorate. The seven segments that was created during the original budget
should be the zame, except far the funding and the function The funding of the
axpenditure will then have to be carrected durlng the Main adjustment budget in
Fabruary 2013,

Ar amount of R 8.4 million In the capital budget and B 500 000 in tha operating budget
for BSEP under function Ecenomic Davelopment! Flanning: Spabal Infofintensantions
(721) ig budgeted, The ravanue and expenditure cannot be moved as this would be
hatwasan WVates which iz not allowad.

A Virement amounling ko B 8.4 million, funded from own funds for the capital
gxpenditure part and K 500 000 funded from own funds for the operating expenditure
part of the RSEF grant should therefore he done within the Enginesrlng and Flanning
Services Directorate (EPS). The seven segmants that was creabted during the arlginzl
budgel shoukl be the same, axcept for the funding and the function,

The funding of the expenditure will then have to be corrected dutlng the Main
adjustment budget in February 2018.

The operating budget for Information Technotogy Services (R 26.3 m) is mona than
the operating budget for the Economic Development and Strategic Services
Directarabe (R 14.0m), Virements within the Economic Development and Strategic
Serviees Directorate 1o accormnmodale the shift of IT to this directorate will therefare
not be possible,

5. COMMENTS: DIRECTOR: ECONOMIC DEVELOFMENT AND STRATEGIC
SERVICES

Incurring of possible unauthariaed expenditurs will ba detrimantal 1o the organisation
ang might have far reaching implicatlens for Council. The intemal discussicns with
regard o the organisational structure commenced early, with in essence appropriate
budgets la be finalised and allacated during the March 2017 tabling. The change on
ICT however, accurmed post the budget been adopted and the resulting effect is that
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any expanditure to be incurred under etther Corporate or Economic will be deemad
unauthorisad

Whilst care muat be taken in rasolving this aspect, lhe working relationship in terms of
the aperational and sirategic intent must be the and goal, The recommendations arg
therafore suppaoried and should be corrected at the earlisst canvenient raporting date,

5. COMMENTS: DIRECTOR: CORPDRATE AND PUBLIC SAFETY
SERVICES

A thorough progess of initial pra-drafting consultations took place which. This Council
approved structure was workshopped and consulted with Managaement and Counell,
A workshop was conducted with all role players on the st of June 2017 and an
opporunity was granted undil 08 June 2017 to submit written submission on the
proposed strucfure. Unions were glea consulted with Uniens and the zame
consultation process was followed with meetings, workshopped and written
submismon. Furthermars, a placement guideling was approved by Coundgil in tenms
of placing staff on the approved atructure. In terms of the placement policy that was
approved by Council, after consultation affected ataff were fssued with placement
letter. [t is therefore recormmended that a thoroughly consultation with all role players
should commence immediately after the Gouncil has rescinded the rasolution abaut
[T, Aftar the consultation. placemeant letter ahoutd be withdrawn and tha |[CT skalf be
sz with leBers placing them back at Corporate Services.

Alse it is further recommended that rescinding this Councll resolution should also
ndicate when this resolution can ba effectively implemented withouf incuering ar
rasulting mta wnatihoised expenditure.

7. COMMENTS: ACTING MUNICIPAL MANAGER

The expendilure of functions must be within the approved hudget and according 10 the
votesfdIrectarate and If not the expenditure will he deemad as unauthorized. The
recormmendations are suppared ta enaure comphance in terms of the Act,
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8. RECOMMENDATION

a) That the report be noted.

b} That Council take note that the Council decision of 15 June 2047, if
Implemented, is likely to result in unauthorised expenditurs.

c] That Councl] rescind the decisions of 15 June 2017 under item R10/6-17, but
only ingofar it relales 1o Ihe organizational redeszign of 403 informatian
Technology Sarvices.

d} That It be noted that the ather organisational changes appraved by Council in
Jung 2017 2an be aseainmodated within the Council approved virament palicy.
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