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3.1

INTRODUCTION

The Annual Report (AR) is one of the key instruments of transparent governance and
accountability. It is a post-financial year document which provides an overview of the
process of financial and non-financial performance in respect of the previous financial
year, in this instance the 2018/2019 financial year. The adoption of an AR is a legislative
requirement in terms of the Municipal Finance Management Act (MFMA).

PURPOSE

The purpose of this report is to present to Council for adoption, the 2018/2019 AR as
well as the Oversight Report (OR) on the 2018/2019 AR as required in terms of
Section 129 of the MFMA.

2018/2019 ANNUAL REPORT
LEGAL FRAMEWORK

Section 121 of the MFMA determines that Drakenstein Municipality must deal with the
preparation and adoption of the 2018/2019 AR as follows:

“(1) Every municipality and every municipal entity must for each financial
year prepare an annual report in accordance with this Chapter. The
council of a municipality must within nine months after the end of a
financial year deal with the annual report of the municipality and of any
municipal entity under the municipality's sole or shared control in
accordance with section 129.

(2) The purpose of an annual report is:

(a) To provide a record of the activities of the municipality or municipal
entity during the financial year to which the report relates;

(b) To provide a report on performance against the budget of the
municipality or municipal entity for that financial year; and

(c) To promote accountability to the local community for the decisions
made throughout the year by the municipality or municipal entity.

Section 127(2) of the MFMA also determines with regard to the submission and tabling
of annual reports that the Executive Mayor must, within seven months after the end
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3.2

4.1

of a financial year, table in the Municipal Council the AR of Drakenstein Municipality.
This was done on 29 January 2020.

Section 129 of the MFMA determines with regard to the OR on the 2018/2019 AR that:

“(1) The council of a municipality must consider the annual report of the
municipality and of any municipal entity under the municipality's sole or
shared control, and by no later than two months from the date on which
the annual report was tabled in the council in terms of section 127, adopt
an oversight report containing the council’s comments on the annual
report, which must include a statement whether the council:

(a) Has approved the annual report with or without reservations;

(b) Has rejected the annual report; or

(c) Has referred the annual report back for revision of those
components that can be revised.”

COMPONENTS OF THE ANNUAL REPORT

The format of the 2018/2019 AR is based on the annual report template issued by
National Treasury in terms of MFMA Circular 63 of 2012. The Circular requires that an
AR consists of six (6) chapters and attempts to cover all the aspects that needs to be
reported on as derived from the MFMA and the Local Government: Municipal Systems
Act.

2018/2019 ANNUAL REPORT CONSULTATION AND ADOPTION PROCESS
MUNICPAL PUBLIC ACCOUNTS COMMITTEE

Council established a Municipal Public Accounts Committee (MPAC) in terms of
Section 79 of the Local Government: Municipal Structures Act, 1998. The Terms of
Reference tasks the MPAC with the responsibility to perform an oversight role over the
process of preparing the AR of Council and to produce an OR based on the AR.

As required by the MFMA the City Manager attended the Council Meeting where the
2018/2019 AR was tabled by the Executive Mayor on 29 January 2020 to be released
for public comment. The MPAC convened one meeting on 5 March 2020 to deliberate
on the content of the 2018/2019 AR together with the comments received on the
2018/2019 AR. The City Manager attended the MPAC meeting as required to answer
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4.2

questions posed by MPAC members on the 2018/2019 AR and written comments
received.

The attendance of MPAC members for the purpose of compiling the OR is recorded as
follows:

Table 1: MPAC Members and Attendance

Meeting Attendance:

Name Capacity 5 March 2019
Clir MJ Le Hoe MPAC Chairperson \'

Clir AML Buckle Member v

Clir LS Sambokwe Member \'

Clir AJ van Santen Member v

Clir A Bekeer Member \'

Clir NN George Member \'

ClirJ de Wet Member v

Cllr WE Smit Member Sick leave

ADOPTION AND PUBLIC CONSULTATION PROCESS

The Executive Mayor tabled the Draft 2018/2019 AR in Council on 29 January 2020
compliant with the MFMA. The Draft 2018/2019 AR was made public on the municipal
website within (5) days as well as within seven (7) days in the local newspapers after it
was approved by Council.

Members of the community and any other stakeholder were invited to submit written
comments on the 2018/2019 AR. In addition, the 2018/2019 AR was also made
available at all municipal libraries and selected municipal offices.

The 2018/2019 AR was also submitted, in terms of Section 127(5)(b) of the MFMA to
the Auditor-General (AG) of South Africa, Western Cape Provincial Treasury and the
Western Cape Department of Local Government. The AG was also invited to attend the
Council meeting held on 29 January 2020 as well as the MPAC meeting held on
5 March 2020.

The closing date for public comments was Thursday 20 February 2020. No submissions
from the public were received. Written comments were received from the Auditor-
General, Western Cape Provincial Treasury and from the Internal Audit Division (Chief

Oversight Report on the 2018/2019 Annual Report




4.3

Audit Executive). These comments were tabled and considered at the MPAC meeting
held on 5 March 2020.

MATTERS DISCUSSED BY THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

The MPAC met on 5 March 2019 to discuss and consider the adoption of the
2018/2019 AR. The MPAC members, prior to these meetings, perused through the
content of the 2018/2019 AR as well as the written comments received and the
corrections made to the AR (attached as Appendix 1 and 2 to the Oversight Report).

In terms of Section 129(1) of the MFMA, Council must indicate whether the 2018/2019
AR is being adopted with or without reservations. The matters as discussed in
Appendix 1 and 2 were finalised on 5 March 2019 as well as other matters affecting
the AR. These matters form part of the minutes attached as Appendix 3 to the OR. As
a result the MPAC is satisfied with the content of the Final 2018/2019 AR and as such
recommends to Council that the 2018/2019 AR be adopted without any reservations.

CONCLUSION

As Chairperson of the MPAC, | would like to thank the MPAC members, the Mayoral
Committee members, the City Manager and Senior Management, as well as the
various contributors to the final 2018/2019 AR product for their diligence and
constructive commitment during the oversight period.

The MPAC is satisfied that the 2018/2019 AR provides an accurate overview of the
process of financial and non-financial performance during the period under review and
therefore would like to recommend the adoption thereof.

RECOMMENDATIONS

It is recommended to Council that:

6.1 Council adopts the Oversight Report on the 2018/2019 Annual Report;

6.2 Council approves the 2018/2019 Annual Report without any reservations;

6.3 The Oversight Report on the 2018/2019 Annual Report be made public in
accordance with Section 129(3) of the MFMA; and
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6.4 The Minutes of the Oversight Committee meeting of 5 March 2020, the
Oversight Report on the 2018/2019 Annual Report and the final 2018/2019
Annual Report be submitted, in accordance with Section 129(2) and 132(2) of the
MFMA, to the Auditor-General of South Africa, Western Cape Provincial
Treasury, Western Cape Department of Local Government and the Western Cape
Provincial Legislature.

7. APPENDICES
Appendix 1:  Corrections made to the 2018/2019 Draft Annual Report;

Appendix 2: Written Comment from the Western Cape Provincial Treasury; and
Appendix 3: MPAC Minutes of 5 March 2020.

MARTHWNUS LE HOE
CHAIRPERSON: MPAC

5 March 2020
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1. EXECUTIVE MAYOR’S FOREWORD AND EXECUTIVE SUMMARY

1.1 EXECUTIVE MAYOR’S FOREWORD

In 2017 Council adopted its Vision 2032 strategy in recognition of Drakenstein Municipality’s
secondary city status and the need to meet the needs of our rapidly changing and growing
city. The Vision, which encapsulates our drive for excellence, is aligned to the Provincial
Growth and Development Strategy and the National Deyelop,r,\hent Plan and seeks to create
an enabling environment for growth; development; employment and job creation; enhancing
the quality of life of our residents; malntammg good corparate governance; and sound
financial management.

Good governance entails addressing the needs of the publlc through consultation and
communication; and being accountable to the c“t{\zens of Drakenstein as required by the
Municipal Systems Act, 2000 (Act; 32:0of 2000) Councﬂ undertook a number of processes to
achieve this goal, including establlshmg néw ward commtttees issuing monthly newsletters
and press releases; holding consultatlve meetmgs with a w'de range of stakeholders; and
rebuilding our mumcupal web.glte Accountablllty is enforced through performance contracts
signed by the Members/of’che Mayoral Cemmjttee/(MMCs) and Senior Management and is
monitored by the Executlve Mayor and CounCII on ‘a monthly basis.

The 2016 Z‘emmumty Survey Re;;ertfrom Statlstlcs South Africa (STATSSA) indicates that the
populat/o ‘of Drakbnstem has reached 280, 195 makmg up 71,686 households. The 2019
Mumcupal Economic RéVIew and Outlook Repdrt of the Western Cape Government indicates
that Drakenstem 3 populatlon has grown to an estimated 284,475 persons. Households has
increased to an estlmated 72; 210 Drakenstein’s unemployment is estimated at 18.3% of the
economically actwe populatlon. The growth in population is accompanied by various
challenges, in partlcqlar the gngomg demand for state-provided accommodation. The
Municipality has a verlfleq wai’tlng list of 19,801 persons compared with a total waiting list of
41,659 persons who seek housmg assistance. The Municipality has responded by planning and
rolling out a number of projects, including the Vlakkeland project (some 2,550 mixed typology
and affordability opportunities) and the Erf 16161 Development (2,078 GAP and social rental
opportunities).

In order to develop a vibrant and resilient economy a number of projects have been launched
to promote the industrial, financial and commercial sectors. Given the need to focus and
maximise our resources five catalytic zones were identified throughout Drakenstein, namely
the N1 Corridor, South City Corridor, Paarl East/West Integration Corridor, North City Corridor

51 @% /%Mh
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1.3.3.1 Socio-Economic Status information

In 2017, the unemployment rate in Drakenstein (based on the official definition of
unemployment) was 18.8%, which is an increase of 0.5 percentage points from 2016. A high
unemployment rate is often associated with the number of illiterate people. Expressed as a
rate, this number amounted to 23.7% of the population.

The Gini coefficient is a summary statistic of income inequality. In 2017, the Gini coefficient in
the municipal area was at 0.601. The rising income inequality can be attributed to the working

age population in low-skilled employment who earn low salaries.

Table 1: Socio-Economic Status

Socio-Economic Status
Percentage of

Working age llliterate
senal Year Unemployment population in Gini coefficient people older
No. Rate : than 20
low skilled
years
employment
Column A B C D E
No. »
1 2016/17 | 18.3% 17.59% . 0.592 16.24%
2 2017/18 | £ 1818% 174658 0.598 16.04%
3 2018/19| ~ No data yet " Nddatayet | 0.601 15.74%

Source: IHS Markit Regional eXplorer 2019'and Quantec Research 2019
*Quantec data is regularly updated and figures may be different from those previously reported

1.3.3.24 i ,Uérhﬁg"raphic,Profile/"

The pop\d‘ia‘tvig_n\ figure dréWﬁ jrom— M}g_nicipal Economic Review and Outlook 2019 Report
indicates that éwtimated 281,4475 pe'op'le reside in the Drakenstein municipal jurisdiction.
In 2016, StatistiésSduth Africa estimated a population of 280,195 in the Community Survey.
A population budge créaateys ingr’iy opportunities for growth and development. Channelled
properly, it may be a ‘sayrchéff labour for different economic sectors and also provides a
market for produced goods.

The tables below provides a snapshot of Drakenstein’s estimated population by gender and
age distribution.

)]
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Table 2: Population Details

Population Details

i 2016/2017 2017/2018 2018/2019
No. Age Male Female Total Male Female Total Male Female Total
C‘:::‘" A B c D E F G H | ]
1 04 12,164 12,955 25,119 14,398 14,241 28,639 14,597 14,456 29,053
2 5-9 12,474 11,955 24,429 13,077 13,027 26,104 13,261 13,232 26,493
3 10-14 12,553 11,887 24,440 11,573 11,539 23,112 11,735 11,709 23,444
4 15-19 10,713 11,909 22,622 10,718 10,726 21,444 10,871 10,893 21,764
5 20-29 27,127 24,885 52,012 25,808 24,947 50,755 26,169 25,376 51,545
6 30-39 20,351 20,864 41,215 24,147 23,517 47,664 24,485 23,871 48,356
7 40-49 18,608 19,020 37,628 16,992 17,661 34,653 17,230 17,926 35,156
8 50-59 14,328 15,49 29,824 11,639 13,957 25,596 11,803 14,166 25,969
9 60-69 7,295 8,181 15,476 6,387 8243 14,630 6,476 8,278 14,754
10 70+ 2,810 4,620 7,430 2,914 4866 7,827 3,002 4,939 7,941
1 Totals 138,423 | 141,772 | 280,195 | 137,700 | 142,724 | 280,424 139,629 | 144,846 | 284,475

Source: Western Cape Government: Municipal Econq;ri;fé_kéﬁew and Outlook, 2019

1.3.3.3 Household Profile

The table below shows the number of*b\aﬁsehglds by different ethnic groups. In 2018/19, the
Coloured households represented 55.25% of the'total households in Drakenstein, followed by
Black African and White households, accounting for 23:65% and 20.78% respectively.

Table 3: Household bre‘akg!éw_n by etHh!é” roup U

Household breakdown by ethnic group

Serial % share % share
No. Ethnic Group 2016/2017 2017/2018 2017/2018 2018/2019 2018/2019
Column
= A 8 (d D E F
1 Black African 14,863 15,005 23.54% 15,398 23.65%
2 | coloured) 34,572 35,250 55.31% 35,973 55.25%
3| Indian or Asian 197 202 0.32% 208 0.32%
4 | White A 12,949 13,276 20.83% 13,536 20.78%
5 Total 62,381 63,742 100% 65,115 100%

Source: Quantec Research, 20'19 ;
*Quantec data is regularly updated and figures may be different from those previously reported

1.3.34 Labour Profile

The total number of people employed within the Drakenstein municipal area increased by
1,445 or 1.3% to 111,306 in 2018/19, up from 109,861 reported for 2017/18. The wholesale,
retail trade, catering and accommodation sector recorded the biggest (631) increase in
employment, followed by the finance, insurance, real estate and business services. Other
noteworthy increases were reported by the construction sector (321), community, social and

Y
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1.3.3.7 Environment

Drakenstein Municipality is situated within the unique natural environment of the Cape
Floristic Region, a biodiversity hotspot and one of only six floral kingdoms found anywhere on
Earth. It is important to note that the natural environment forms the basis on which our
economic and social systems depend. If Drakenstein Municipality is to continue to provide a
stimulating environment for residents that promotes health and wellbeing and a flourishing
economic base, it is imperative that natural resources and ecosystems are utilised in a
sustainable manner. While the natural environment of Drakenstein is still in a relatively good
state, some indicators are showing that the current state of the environment is under threat.
These threats are caused by habitat destruction, aliendinvasive species, pollution to the
environment and climate change which all need attention. Drakenstein Municipality will
continue to monitor the state of the environment and dev_elog new responses to counter
these threats in order to ensure that the uniquecharacter of the environment is preserved for
future generations to come.

1.3.3.8 Health

This Section provides a synopsis of~tﬁg\tét‘alnprakensteih‘popuIation by gender and ethnic
group living with HIV/AIDS. The high nu;r‘ibker of people living with HIV/AIDS amongst the Black
African population is a.cause for concern a\nd this includes the economically active. Therefore
this trend has a negafiy;d‘iinplicatign on the\'r‘hunicipa‘l(ity‘s e’c'o’nomic performance.

Table 7: Number of HIV positive people - SN
Number of HIV positive people

Serial 2016/2017 2017/2018 2018/2019
Ethnic Group
No. Male Female Total Male Female Total Male Female Total
Column A E F G H I ) H i i
No.
1| Black African 4111 | |\ 5,886 | 9,997 4,233 5962 | 10,195 4,352 6,078 | 10,430
2 Coloured 1,784 J 3;,5: 92 5,276 1,851 3,565 5,416 1,916 3,634 5,550
3 Indian or Asian : 16 : /27 43 18 28 46 19 29 48
4 White 238 576 814 245 580 825 251 582 833
5 Total 6,149 9,981 16,130 6,347 10,135 16,482 6,538 10,323 16,861

Source: Quantec Research, 2018

1.4 SERVICE DELIVERY OVERVIEW

One of the objects of local government is to ensure the provision of services to communities
in a sustainable manner. Basic services rendered to the community of Drakenstein
Municipality is water, waste water, electricity, waste management and roads and stormwater.
Other services are planning and economic development, environmental, housing, library,
cemeteries, community, sport and recreation, traffic as well as fire and disaster services.
These services are discussed in detail in Chapter 3 of the Annual Report.

¢
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1.5 FINANCIAL HEALTH OVERVIEW

The municipality has made substantial investments in revenue generating infrastructure over
the past five years that created capacity for development and growth. The municipality
predicted certain growth patterns - linked to the investment in bulk infrastructure - which did
not materialise as planned due to a slowdown in the economy of South Africa. Together with
the severe drought experienced by the Western Cape in the past four years, the municipality's
revenue streams did not materialise as envisaged.

The liquidity levels of the organisation are under strain, as a decline in the current assets to
current liabilities ratio materialised due to the aggressive investment in bulk infrastructure
that led to the short-term portion of external borrowmgs increasing significantly. The current
ratio (current assets/current liabilities) of the organisation as at 30 June 2019, was 0.61 to 1
as opposed to the ratios of 0.95 to 1 (2017/18), 1.17to 1 (2016/17), 1.30to 1 (2015/16) and
1.09 to 1 (2014/15) for the previous four fman_aal years. After the restructuring of external
loans to be discussed below, the current ratio improved to 0.77 to 1.

The municipality has introduced a revenue management, expenditure management and cost
containment programme under the Ieadership of the Clty Manager to raise and collect all
revenue due to the municipality. IncIuded in the programme is a focus on expenditure
management and cost containment to ensure that available resources are optimised for
quality service delivery Current ten year external loans of the Development Bank of Southern
Africa, Standard Bank and Nedbank were restructured in December 2019 to be repaid over a
period of up to 17.5 yearé, including redemption "holidays" for the next six instalment periods.
This was done in an attempt to improve the quuidity position.

The municipality has a significant revenue base that continues to grow substantially compared
with previoﬁus years. The municipality is still confident that the growth in medium to high
income developments are increasing, aibelt slower than expected five years ago. This is seen
in the developments south of Boland Cricket stadium, Paarl south of the N1 as well as around
Wellington. Due to the restructurmg of the external loans of the Development Bank of
Southern Africa, Standard Bank and Nedbank, no further external loans will be taken up over
the next four financial years. The increase of the municipality's revenue base will reduce the
current gearing ratio from 78.3% to an estimated 46.3% in the 2023/24 financial year.

The municipality has not defaulted on payment of its creditors, i.e. Eskom (bulk electricity
purchases), SARS (VAT and PAYE), City of Cape Town (bulk water purchases), third party
payments (pension and medical aid funds) and any other trade creditors. By sustaining a
revenue collection rate above 95%, the municipality has the ability to operate as a going
concern and to continue rendering quality services to its community.

o 'ﬂ 1
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The Municipality envisages to generate an operating cash surplus for the 2019/20 financial
year and to generate sustainable operating cash surpluses for the subsequent financial years
for infrastructure investment. This approach will reduce the Municipality’s dependency on
external borrowings for capital infrastructure investment.

Several other initiatives are envisaged for the 2019/20 financial year, with the aim of
improving Council’s ability to finance future capital requirements. One of these initiatives is
the Revenue Enhancement Programme, which will look at closing off any revenue leakages to
ensure the collection of revenue that was not collected before in order to increase the
revenue base of Council. The continued efficient and effective management of expenditure
will also be improved in order to limit the spending on unnecessary items.

1.5.4 Operating ratios

The operating ratios as depicted below compare favourably with the current industry norms.
The employee cost of 29.4% of total operating bexpenditure (2018/19) is at the lower level of
the 25% to 40% range regarded as the industry norm (depending on the size and type of
municipality), which means that the salary bill of the Organisation is well within the required
norms. It slightly increased from 27.2%.in 2017/18 due to the filling of critical vacant positions
and the back pay accompanying the TAS‘K\implementation of certain posts.

Table 9: Operating Ratios

Op g 0
Details 2016/17 2017/18 2018/19
Employee Cost as a %of O‘perétihg Expenditure & 25.4% 27.2% 29.3%
Repairs énd"Mainter;an‘ce és a% of Operating Expenditurg ' 10.1% 13.1% 11.5%
Repairs and\Maintenance as a %of CarryingValue of PPE 3.7% 4.9% 4.4%
Finance Cﬁér'g'és,avnd Depreciatio.n»\'é_s a % of Qperating Expenditure 14.8% 14.9% 16.2%
Finance Charge‘s»a_hd Redemption;as a % of Operéting Expenditure 12.2% 13.6% 13.9%

The municipality’s spending/on repairs and maintenance to total operating expenditure
amounts to 11.5% for the 2Q18/19 financial year compared with the 13.2% for the 2017/18
financial year. The ratio of repairs and maintenance as a percentage of the carrying value of
property, plant and equipment was 4.4% for the 2018/19 financial year and 4.9% for the
2017/18 financial year; which could be viewed as unfavourable if compared with National
Treasury’s norm of 7% to 8%. The norm is not reasonable, simply because all municipalities’
asset registers are not compiled on the same monetary basis. If Drakenstein wants to adhere
to this norm, the Municipality will have to increase all current property taxes and service
charges (electricity tariffs that is regulated by NERSA excluded) with a further 43.7%, which in
the current economic climate is not a proposition.

it / "
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The Audit Committee consists of four members with appropriate competence and experience
required to perform the duties as outlined in the Charter. Members of the Audit Committee
were appointed by Council for a three (3) year term which ends on 31 July 2021. Audit
Committee members are not permitted to engage in business with Council and are required
to declare any conflict of interest they may have in any matters on the agenda in every
meeting.

The following members served on the Audit Committee for the 2018/19 financial year:

Table 20: Audit Committee

Audit Committee
Serial

No. Name of member Capacity Qualifications
Column A B C
Ref.

Chairperson until

3/07/2018 Chartered Accountant

1 Mr R. Kingwill

D. Litt et Phil::Public Management and

Committee Member | Governafice; Master of Public Administration

until 31/07/2018 (Performance Management); and B. Admin (Hons)
N Organisational Development

2 Dr W. Sewell

Committee Member
until 31/07/2018

Committee Member }
4 Ms K. Montgomery until31/07/2018 . B:Comm: Law
5 Current Audit Committee Members (Appointed as from 01 August 2018)

Chairperson from

3 Mr T. Arendse Chartered Accountant

6 Mr T. Arendse 01/08/2018 until Chartered Accountant
v ‘ 31/10/2018" _ g )
7 ¢ | Ms. K. Montgomery | Chairperson |8.Comm: Law
8 Mr R. Najjaar “Committee.Member | Hons B. Compt; and Certified Internal Auditor

Chartered Accountant; and Certified Internal
Auditor

10 Mr. C. Whittle Committee Member | Chartered Accountant

9 Mr: RG Nicholls Committee Member

Audit Committee meeﬁ‘ngs are attended by the Mayor (or the appointed representative), the
Accounting Officer, Chief Audit Executive, Auditor General, Chief Risk Officer and members of
the Strategic Management Team. The Audit Committee conducts an annual assessment of its
performance which includes a self-assessment completed by the Committee Members as well
as a performance assessment completed by the Accounting Officer, Mayor and the Chief Audit
Executive. The outcome of the performance assessment is reported to Council annually
together with an improvement plan to address areas identified for improvement.

Annual Report 2018/19
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2.4.7

Fraud and Risk Management Committee (FARMCO)

FARMCO has been established by Council to assist the Accounting Officer (City Manager) to
fulfil his fraud and risk management responsibilities in accordance with prescribed legislation
and corporate governance principles. This is achieved by reviewing the effectiveness of the
Municipality’s fraud and risk management systems, practices and procedures and providing
recommendations for improvement.

The following members served on FARMCO for the 2018/19 financial year:

Table 21: FARMCO Members

FARMCO Members
Serial

No. Name of member Capacity Qualifications .
Column A B C
Ref.
LLB (1980) (UCT); MBA (1988) (Graduate School of
Business (UCT); Attorney’s and conveyancer’s
professional examinations, Cape Law Society
(1982); Certificate in Solving of Crime (Technicon
RSA / University of Pretoria) (2000); Qualified
Lawyer’s Transfer Test for England and Wales
(2010); Diploma in Managing Labour Relations and
Employment Related Risks (US) (2010); Certificate
» Course in Arbitration, Association of Arbitrators
g EREIE Chairperson ((Southern Africa) (2010); Fellowship in Arbitration,
(External) \Association of Arbitrators (Southern Africa) (2011);
S Admitted attorney and conveyancer of the High
\Court of South Africa (from 1982); Certified Fraud
Examiner (CFE), Association of Certified Fraud
Examiners (ACFE) (international and local) (from
2000); Solicitor (non-practicing) of England and
Wales (from 2010); Commercial Forensic
Practitioner, Institute for Commercial Forensic
Practitioners (ICFP) (from 2011); and Fellow of the
Association of Arbitrators (2012)
G Audit Committee
2 Ms K. Montgomery Chairperson B.Comm: Law
| (external)
Executive Director: PP
3 Corporate Services BA; B. Law; and Diploma in Tax Law
Member
(Mr S Johaar)
Chief Financial > : :
a Officer Committee BBA; BBA Hons.; MBA; and IAC Diploma in Local
(Mr J Carstens) Member Government
Executive Director:
5 Planning and Committee BA (Sociology & Psychology); Honours Sociology;
Development Member and Masters in Town and Regional Planning
(Ms L Waring)

Annual Report 2018/19
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FARMCO Members
S

erial
No. Name of member Capacity Qualifications
Column A B c
Ref.
Executive Director: z
5 ; i Committee
6 Engineering Services Meap o Pr. Eng
(Mr D Hattingh)
Executive Director:
7 Community Services | Committee Masters in Development Studies; and Hons
(Mr G Boshoff: Member Geography

07/2018 —08/2018)
Executive Director:
Community Services Committee
(Mr G Esau: Member
12/2018 — 06/2019)

National Dipl6>m‘a in Horticulture; Certificate in
Grafting and Budding; B-Tech in Business
administration; and B-Tech Project Management

The following permanent invitees also attend_aflirmeetings:
. City Manager: Dr J Leibbrandt;

o Chief Risk Officer: Mr G Dippenaar; and

. Chief Audit Executive: Ms R Jaftha.

Key areas of focus during the repof{ipé pé_riod include qharterly oversight of various risk
registers and the implementation of actions to mitigate risk, reported unethical incidents and
monitoring the risk management implementation plan.

The Committee is regulated by the Fraud and Rlsk Management Charter which stipulates that
FARMCO shall.meet at least four (4) times per anaum in terms of a schedule of agreed meeting
dates to be/determined at the be‘ginning of each financial year. FARMCO can convene further
meetings to discuss urgent.mattersiat the discretion of the FARMCO Chairperson.

In accordance to the Charter, four meetings were held on 3 August 2018, 26 October 2018,
15 February 2019 and 3 May 2019.

FARMCO’s Chairperson sttgtg‘d‘that the committee is satisfied that it has fulfilled its
responsibilities in accordance with its terms of reference for the reporting period.

2.5 ADMINISTRATIVE GOVERNANCE

The City Manager is the Accounting Officer of the Municipality and also the head of the
Administration. His primary function is to serve as chief custodian of service delivery and the
implementation of political priorities.

He is assisted by his Strategic Management Team (SMT), which comprises of the Executive
Directors of the five departments established in the new organogram. There are also four

lfﬁl pafqagdflﬂ
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Water, electricity, waste water and refuse removal services are fundamentally important basic
services to ensure a healthy and safe environment for all Drakenstein inhabitants. These basic
services sections play a very important part in the planning and implementation of basic
services in all formally established township developments as well as informal settlements in
the Drakenstein Area over which the Municipality has control.

3.5 WATER SERVICES

The main objective of the Water Section is to provide water services in an effective, efficient
and sustainable manner in respect of service delivery and to ensure that all people in
Drakenstein Municipality’s Management Area haye access to adequate, safe, appropriate and
affordable water services, using water wisely. < N

Other objectives are to upgrade existing water mains to new and higher standards and to
extend the service life of existing bulk water mfrastructure in accordance Wlth the Water
Master Plan. )

The rapid rate of urbanisation is resultlng\n many cmes and toWns in South Africa facing major
challenges of providing thelr increasing pbpulat:on wuth adequate and sustainable water
services. On top of thls,(extenswe parts of the centlnent arecurrently water stressed and these
areas struggle to reconcile the water requurements and the water resources. Intensive water
demand management and diligent personnel saved the Drakenstein area from a day zero
situation’éﬁdﬂediﬁdg succeedin providing water, at only 120 litres per person per day.

Apart frOm providing potable water to all our urban residents, we are obliged to fulfil our
other basic functions of upgradlng the existing infrastructure, extending the network and to
effectively maintain the existing network.

3.5.1 Service Statigtigﬁ )

It is clear from the table below that water use dropped significantly from the 2016/17 to
2018/19 financial year due to the drought and water restrictions implemented over the last
three financial years. Water sales decreased from 13,514,543 kiloliters sold in 2016/17 to
8,731,928 kiloliters sold in 2017/18 and stabilised to 8,836,669 kiloliters sold in 2018/19.
Water losses over the three financial years remained more or less the same, but due to the
decrease in sales turnover, water losses increased from 10.09% in 2016/17 to 14.88% in
2017/18 and 15.27% in 2018/19.
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Table 29: Total use of water by sector (cubic metres)

Water Use Details

Kiloliters

Total Water %
Serial Industrial/ Water Water Bought / Water
No. Year Residential Business Other Sold Losses Produced Losses

Colum A B c D E F G H

n No.

1 2016/17 7,325,350 1,644,514 4,544,679 13,514,543 1,516,351 | 15,030,894 10.09
2 2017/18 4,238,643 1,173,924 3,319,361 8,731,928 1,526,330 | 10,258,258 14.88
3 2018/19 5,330,192 776,396 2,730,081 8,836,669, 1,592,163 | 10,428,832 15.27

Graph 2: Water use by Sector

Water use by Sector
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In the graph below h()‘uséholds’ aci:ess to wétér are depicted. In the 2015/16 and 2016/17
financial years all househcdds regewed 10kl of freg water per month. As from the level 6B
water réstr)ctlons mtroduced from 1 February 2018 only indigent households receive 6kl of
free water .per month. Lev 3 water restnctoons was introduced from 1 February 2019, which

Residential

m2016/17 m2017/18

e

Industrial & Business

limit consumers to 120 litres p per cap‘lta per day.

Graph 3: Househol&sﬁ;Accgss to Wat?r .\;
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* Note that the percentage of households with access to water indicated in the graph does not include rural households
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All formal erven in the urban areas of Drakenstein Municipality’s Management Area are
provided with individual water connections inside the erven (higher level of service).
Communal standpipes are provided in the informal areas as a temporary emergency service.
Drakenstein Municipality works towards a target of at least one (1) standpipe per twenty five
(25) households.

Within formal settlements, there is 297 households (0.45%) of 66,211 households receiving a
water service below the minimum water service level. These households are on farms which
do not form part of the Drakenstein water reticulation system. Within informal settlements,
there is 60 households (1.0%) of 5,999 households receiving a water service below the
minimum water service level. This an improvement compared to the 481 households of the
2017/2018 financial year.

Table 31: Households - Water Service Delivery Levels below the minimum level

Households — Water Service Delivery Levels below the minimum level
Households

2016/17 2017/18 2018/19
Description Actual No. Actual No. Actual No.
Formal Settlements
Total households 5N 64,717 64,916 66,211
Households below the minimum service level *297. *297 *297
Proportion of households bélowithe minimum service level _ 0.46% 0.46% 0.45%
Informal Settlements
Total households N : 3,709 5,363 5,999
Households below mlmmum service Ievel 0 481 60
Proportion of households below minimum service Ievel \ 0.00% 8.97% 1.00%

*Farms wh;ch do potform part. of the Municipal Water Reticulation System. Figures based on 2011 Census data. These figures
can only be ypdated once the informat/on per household from the detail service level rural survey on the farms becomes
available:".

3.5.3 Cab\ital Expenditure | :

The Water Services Section spénf R174.0 million or 100% of the final adjustments budget on
water infrastructure prqeds for the year under review. The main capital projects are listed in
the table below with its budgeted and actual expenditure information.
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