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FOREWORD FROM THE EXECUTIVE MAYOR

ClIlr: Wongama Gela

Executive Mayor
Chris Hani District Municipality
30 January 2023

During this year, the Chris Hani District Municipality (CHDM) has not changed
in its desire to see South Africa free and well developed for the advancement

of all those who live in it.

This is true, especially under the difficult and frustrating times brought
on by the challenging development environment of the CHDM, the
reducing government fiscus as well as the emergence of the Covid19

pandemic.

Following the pressure on global growth trends and downward revisions in
developing economies, it is no surprise that within the CHDM, we are still
faced the challenges of inequality, poverty and unemployment. This is a
struggle that our forebearers had set a foundation on, and as a result we are
still dedicating our efforts to our fallen heroes and heroines such as the late
Chris Hani, Oliver Reginald Tambo, Albertina Sisulu, Nelson Rolihlahla
Mandela, Winnie Madikizela-Mandela and many others for delivering us
freedom in their lifetime. This situation thus requires all of us to rethink and
refocus our economic development strategies and galvanise all hands on

deck in an effort to eradicate these three evils against our people.

Our efforts seek to instil hope to our people that future prosperity is a
realisable dream for all South Africans and especially the communities
in our District, whilst working together as local government,

communities, and our development partners.

The CHDM,

sustainabl e economic growth and iringp

therefore, continues to
to eliminate poverty and reduce unemployment and inequality within the
Districtsd6 communities in |line wit
Provincial Growth and Development Strategy (PGDS) and the Chris Hani
Regional Development Strategy (CHREDS). The CHREDS suggests a three-
pronged approach of corridor development, value chain integration and
cluster development. It further puts emphasis on investment in local economic
development programmes and infrastructure to facilitate the CHDM economic

growth and development.

The CHDM recognises the need therefore to boost confidence and
strengthen investment, including promoting co-investment in strategic

projects while assuring policy and strategy certainty.

It is for this reason amongst others that the CHDA is recognised as a critical component of the District
Development Agenda (that highlights tourism, industrialisation, industrial expansion and development of regional
economic hub(s), forestry, agriculture and agro-processing as the key development sectors) and the CHREDS
with a mandate to contribute meaningfully towards the identification, initiation, preparation and
implementation of programmes and projects supporting the CHDM to promote economic growth and
spatial development; as well as provide planning and implementation support to municipalities within the
District. The promotion of regional integration through corridor and cluster development is also a key pillar in
CHDM6s growth and d€MRPAIMug comtinue thaaefore tode a catalyst to facilitate increased

integrated trade within municipalities in the District, other neighbouring districts and the hinterland.

This Annual Report details yet another factual performance by the CHDA in delivering on its mandate,
despite the many challenges within the service delivery environment, dynamics in working with different
but much needed strategic partners and limited resources. The CHDA has continued to be a beacon of hope
for the Chris Hani District Municipality by its ability to lead some of our crucial programmes that include
development of agricultural value chains focusing on livestock improvement programmes, fruit production
initiatives and irrigation schemes revitalisation programmes; skills development initiatives with specific reference
to our Mayords Community Skill s Fun-daccrediddDddrneBhips sradr
internships, as well as SMME development and industrialisation programmes that include the revitalisation of the
Komani Industrial Park, as well as and introduction into the township and waste economies through the completion
of DEA-funded waste buy-back and sorting facilities. All these programmes have contributed to infrastructure
development, as well as job creation and work opportunities for our people, and have opened the doors for
SMME6s to do business with | ocal government througl

suppliers in various sectors.

In the year 2021-2022, the CHDA achieved 54% of its performance targets, an improvement on the 42%
from previous year, despite having suffered budget cuts, changes in leadership, and tried to maintain
good governance despite being awarded a qualified audit opinion by the Auditor General for material
misstatements in the Annual Financial Statements (AFS). This indicates that the agency has not changed in
its overall audit outcome from prior year, as the number of key material findings increased in 2022 and 2021.We
can only hope that agency management is able to put together a comprehensive post-audit action plan to address
these internal control weaknesses, and raises alternate funding sources to overcome its financial difficulties in
2022-2023.

In my fourth Annual Report in my term of office, | would like to congratulate and thank the CHDA Board,
Management and Staff on their continued commitment in these trying times, despite the negative audit
outcome and for this collective effort in providing continued and meaningful and sustainable economic
development for the CHDM. The CHDM will also strive to provide required resources and strategic
guidance and support to ensure that the agency is able to continue its valuable work in future. The CHDA
must continue to review its strategy and operating model to ensure that CHREDS and the District
Development Agenda is achieved. | assure you of my unwavering support in all your economic

development efforts.
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Introduction

Since its inception in 2012 the Chris Hani Development Agency (CHDA) has enjoyed enormous support from the
Chris Hani District Municipality (CHDM), which enabled it to deliver on its broader mandate of economic
development within the district, and for this, the Board of CHDA is immensely appreciative. It is for this reason that,
amongst others, the Board has positioned the CHDA at the centre of the economic development activities of the
CHDM by directing the focus and energy of the executive management towards a clean administration and good
governance, the initiation, development and implementation of programmes and projects that seek to obliterate
poverty, inequality and unemployment within the district in direct support of healthy intergovernmental relations

and dynamic local economic development efforts
Strategy and Operational Performance

The economy of the Chris Hani District is relatively small, contributing minimally to the South African economy and
Eastern Cape economy. Critically high levels of inequality, poverty and unemployment still prevail within the CHDM,
and consequently the exclusion of poor communities from the formal mainstream economic opportunities requires
some intervention if the triple ills (poverty, unemployment and inequality) are to be meaningfully addressed. The
extent of the marginalisation of poor people from the formal mainstream economy and opportunities for income
generation is such that it demands the implementation of intervention strategies that will implant equitable
distribution of resources resulting in meaningful participation of the marginalised communities in the main - stream
economy. It is against this backdrop that, during the period under review, and following the approval of the strategy
by the Board, the CHDA commenced the implementation of major organisational programmes and projects aimed

at sharpening its alignment with key elements of the district development agenda.

The annual performance plan for 2021-2022 was approved by the CHDA Board and implemented by
Management. However, | am glad to thank Management for its efforts, where despite having limitations in key
management positions, was able to close with a performance of 54%, which is an improvement from the 42%

reported in the previous year 2020-2021.

The 2021-2022 financial year was a very trying year for the agency, but the onset of the Covid19 pandemic having an
impact on operations, the tight government fiscus and subsequent budget cuts also affecting the financial resources of
the agency and its abilities in meeting its performance commitments. The ongoing leveraging of resources through
strategic partnerships (public and private sector), while it has its own dynamics, challenges and risks, has enabled the
CHDA to attain some of its achievements, as well as the continued financial support of the parent municipality under
these trying times. This is testament to the continued hard work and commitment of Management and Staff in
implementing the performance plan towards realisation of strategic objectives, and the CHDM leadership in facilitating

the continued success of the agency, and for this, | and the CHDA Board remain thankful.
Strategic Relationships and Synergies

The CHDA has continued in investment into key development synergies and partnerships, and in the year under review
continued in maintaining these relationships. This is to ensure that development partnerships yield desired results and
contribute to the district development agenda and mandate of the CHDA. These key relationships included ongoing
working partnerships with the Department of Trade and Industry (DTI) in infrastructure development for the Komani
Par k, Aut h

municipalities, the Eastern Cape Department of Rural Development and Agrarian Reform (ECDRDAR) , the National

I ndustri al Sectoral Education and Training
Council of Geosciences, Local Municipalities, Chris Hani Co-operative development Center (CHCDC) and the parent
municipality, CHDM, amongst others for their continued support in implementing agency programmes across various

communities, and assisting with additional capacity and resources.

The CHDA continues to be grateful for these partnerships and looks forward to a continued working relationship with

its development partners.
Implementation of LED Programmes and Projects

| am pleased to announce the agency was in its second year of implementing under its operator license for the Komani
Industrial Park within the Enoch Mgijima Local Municipality, and this is envisaged to make enormous impact (transitional
and permanent) particularly with regard to operationalising the industrial park and attracting investment as well as
facilitating employment creation through manufacturing. The agency plans to commence the rental billing activities in

the upcoming year.

CHDA has been a critical partner for skills development in the district, through itsongoingp ar t ner s hi ps
specifically the HWSETA and CETA, for implementation of targeted skills programmes in our communities, allowing
the agency to contribute to skills development in the district despite the phasing out of the CHDM-funded Community
Skills Bursary Fund. These programmes include learnerships and internships with the Construction Seta (CETA) and
Health and Welfare Seta (HWSETA), where local youth are enrolled and gain meaningful opportunities to gain skills in
construction, and other related fields. The agency continued its career seminar intervention, visiting local schools and

engaging learners in promoting qualifications in scarce skills.




The agency continued implementing its agriculture and agro-processing programme portfolio, and once again
reported sizable contributions to animal health through a large i scale vaccination programme in the district funded
by the CHDM which saw over 3730 local emerging farmers being supported and a total investment being made
on vaccines totalling just over R3 million. The agency continued its artificial insemination programme to assist with
breeding support to emerging livestock farmers with over 500 animals being inseminated. We are hoping to
continue livestock improvement initiatives in the upcoming year, working closely with our partner, the CHCDC on

implementation of the RAFI programme in the district.

The agency continued its fruit cluster expansion programme, and continued support of the 30ha pomegranate fruit
pilot at Mitford Farms, and 12ha wine grape vineyard at Shiloh irrigation scheme. The agency also facilitated a
total investment in local co-operatives totalling R8million, where the CHCDC was a key implementing agent in

commercialising, up-skilling and supporting local fruit, vegetable and livestock co-operatives in the district.

The mechanisation center based in Qamata Irrigation Scheme implemented a revised tariff structure. This led to
improvements in revenue collection, despite high center running costs. A revision to the operating business model
of the center is planned, to allow for service delivery improvements and increased efficiency in the running of
mechanisation support services in the district. The agency also worked with local producers to facilitate offtake
agreements for local agri-producers amounting, where CHDA was able to provide assistance to local producers
gain access to the formal market, which included wool from local shearing sheds, wine sales from Inkosi wine

brand from Shiloh, and sale of maize from mechanisation harvesting support initiatives.

Due to budget challenges, the agency was unable to complete its targeted number of technical and feasibility
studies geared towards corridor development, but a sizable investment of R8million was made by the CHDM
towards development enabling technical studies, that are geared towards long term investment projects in the
Komani Industrial Park and other areas in the district as a whole. In working with its partner the CHCDC, the
agency was able to gain sizable progress on the construction of the fruit and vegetable packaging facility at

Ezibeleni, with plans to commercialise the facility being made for upcoming year.
Job Creation and Facilitation of Work Opportunities

The CHDA was able to recruit a larger number of local persons in 2021-2022 across various initiatives, as
compared to 200 CHD locals in its various programmes during the previous year, resulting in job creation and work
opportunities for locals as well as an income opportunity for these families. The CHDA hopes to continue with job
creation efforts going forward in its various LED initiatives. This includes an ongoing internship programme where
the agency is actively engaging unemployed graduates in a work placement programme in the district, allowing
these young people access to on-job training and work experience, whilst earning an income to support their

families.
Infrastructure Implementation Support to CHDM

The CHDA was also instrumental in providing infrastructure implementation and project management support to
the CHDM in 2021-2022. This was mainly targeted at water projects and eradicating the service delivery backlog
of the municipality. The agency performed well, as was able to facilitate and manage spending on delayed projects
to the tune of over R42million by end June 2022. This also assisted the agency in raising much-needed

management fee revenue to assist with budget cuts, through an agency fee.

Governance

The CHDA is wholly owned by Chris Hani District Municipality, the Executive Mayor holds the Board of Directors
accountable for managing the CHDA to deliver on its mandate. During the year, we held a strategic session with the
shareholder where specific resolutions were taken. The session provided an opportunity for the shareholder and the
board to engage on strategic and operational matters. Sadly, the agency was unable to maintain an unqualified
audit opinion in 2021-2022, which shows no improvement from the prior year’s qualified audit opinion. The
qualification was brought about by accounting issues relating to internal control weaknesses in SCM processes, as well
as compliance with GRAP standards. These will be looked at in-depth by the applicable oversight structures through
monitoring of the post-audit action plan, and an audit readiness and improvement plan being developed early for the
MFMA 2022-2023 period.

Challenges

During the year, CHDA faced a number of challenges, which have had an unfortunate impact on the non-achievement
of some of the performance targets set. Some of these challenges have arisen precisely because of the dynamics of
t he
third parties, budget cuts for Led programmes, as well as key vacancies in the organogram that were unfilled by end
June 2022.

working with partners in many o f agencyds pr ogr aeccepeocs lateraceipt pffunding fcotn s

Outlook

The coming financial year wil see reinforced focus on consol i dastwelhas
improving the financial sustainability of the organisation through own-revenue generation and targeted fundraising
efforts. This will also include possible expansion of theage ncy s mandate to infrastr(
parent municipality with its water service delivery mandate. We look forward to an improved set of business results in

2022-2023.
Acknowledgements and Appreciation

On behalf of the Board, | wish to extend my most sincere gratitude to our shareholder for ongoing support and guidance
it has been of great value to the Board and Management. | would like to take this opportunity to express gratitude to
fellow Board members for their invaluable contribution

| also wish to congratulate the executive team and all CHDA staff, admirably led by Mr Zolile Duze as the CEO, and
then by Mr Abongile Hala for the last quarter of the 2021-2022 period, on their continued commitment, hard work and
perseverance during these challenging times. We also wish Mr Zolile Duze well as he takes up his new positions at
the CHDM, and wish Mr Abongile Hala well in taking the agency to new heights in 2022-2023.

Adv. Andile Mini
Board Chairperson

Chris Hani Development Agency

30 January 2023
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Mr Abongile Hala
Chief Executive Officer (Acting)
Chris Hani Development Agency

30 January 2023

Over the years, the CHDA has moved from strength to strength, after having taken time to find its feet after numerous changes. The year 2021-2022 was a challenging year for
the agency,duetothel egacy of t h €oviditdipandemycardrréssliting lockdown period, a change in the, and a tight government fiscus and agency budget
allocation cuts all resulting in a poor organizational performance score and qualified audit outcome. In my honest assessment as Accounting Officer, the agency
improved in its performance at 54% as compared to 42% in prior year, although it was unable to improve on its qualified audit opinion which went beyond material mis-
statements in the Annual Financial Statements, to include GRAP non-compliance, SCM internal control weaknesses resulting in irregular expenditure.

However, despite the challenges, the agency also did have some notable highlights worth reporting for the year which are summarized as follows:

This programme talks to organisational sustainability, finance, support and administration activities. Key highlights for the year were:
9 This area did not show an improvement in 2021-2022, as can be seen from the qualification by the Auditor General

1 There were challenges with the audit opinion arising from internal control weaknesses, non-compliance and material mis-statements in the AFS, as well as budget i related
issues affecting the ability to fully implement on the approved internal audit plan and HRM plan, and key vacancies

1 The agency also failed to meet its performance commitments on own revenue generation and funding mobilization, to enable it to reduce its reliance on operational grant
income from the parent municipality thus leading to budgetary control issues raised by the Auditor General

The agency met its ICT strategy commitments and incorporated several improvements to internal systems and controls to allow for remote working arrangement as well as minimize
cyber-attacks and resulting financial losses.

This programme talks to fundraising for LED and investor attraction and promotion activities. Key highlights for the year were:
1 The agency failed to meet its fundraising target despite having worked hard to make funding applications to numerous funders

1 The agency also struggled with attracting investors, with key investment received from the DTI, to support critical infrastructure upgrades for the Komani Industrial Park at
Ezibeleni. Plans are in place through the CHCDC partnership to secure additional investment funds through mobilization of third parties like DBSA and DSBD, and agency
hopes to make notable reports on progress on these interactions in the upcoming year

The agency also managed to secure key tenants to the industrial park under its operating leases management on behalf of the Enoch Mgijima Local Municipality, and exceeded its
investor promotion events target, where the office of the EMO and CEO were able to host round table events which were targeted at lobbying partnerships and investments to assist
with industrial park operations, engaging manufacturers and industrialists, waste economy, livestock and breeding activities, and well as youth involvement in the economy of the
district as well as skills development.

This programme talks to corridor development, with an emphasis on skills development, cropping programmes, livestock improvement and planning work. Key highlights for the
year were;

1 The CHDA continued with its job creation and work opportunity facilitation role, with the 2021-2022 financial period showing an improvement in number of local youth,
women and unemployed persons gaining meaningful employment and earning opportunities across various CHDA funded and implemented programmes. This includes
ongoing implementation of the agency internship programme, as well as Seta funded programmes aimed at locals from the district.

1 The career seminar and youth engagement towards critical skills also continued. This included ongoing career guidance to high school learners through the career seminar
programme, where the targetted number of events was exceeded through the effective use of technology allowing for multiple events to be held across a number of different
locations in a single day




Picture: Livestock Breeding Support

1 The CHDA battled with the finalization of key technical studies due to challenges with funding for consultants, as well as
internal capacity limitations to conduct feasibility assessments and business plans. These key studies have been rolled over
to 2022-2023 as they are integral in building corridor development, raising funding and improving project planning.

1 The agro-processing initiatives of the CHDA showed a lot of progress in 2021-2022, with the agency being closer to
completion of the Logic Packhouse at Ezibeleni, and plans to revive the dormant Molteno Biltong Factory being underway.
The agency was also able to provide feed support to a local piggery initiative, as well as implemented two livestock breeding
support programmes in the district, an animal health and vaccination initiative as well as commercialization of four shearing
sheds in the district to support emerging livestock producers

1 The cropping programme, despite budget limitations, saw continued support of the 30ha pomegranate pilot and 12ha
vineyard initiative from prior years, which were coupled with ongoing mechanization support to local farmers resulting in over
4900ha of crops under production across various CHDA programmes. This included key hectorage covered by local
producers in the co-operative support programme being implemented by the CHCDC and funded by the CHDM to the tune
of R 8 million in 2020-2021. This production support allowed the signing of offtake agreements to allow local producers
market entry.

This programme was selected by the Auditor General for testing of predetermined objectives, and there was no qualification on the
performance information, its usefulness or reliability. This shows that the agency has improved on performance information
collation, management and reporting procedures.

This programme hada 100% per f or mance rate to predetermined outcomes. I

1  The CHDA signed a service level agreement with the parent municipality in December 2020, to act as implementing agent
for key water projects being implemented as part of the service delivery backlog of the CHDM

1  The agency commenced implementation support in March 2021, and by end June 2021 had been able to facilitate key
infrastructure spending of up to R 29.5 million and realizing over R2.5 million in agency fee income in its first year, and
espended over R40million in the 2021-2022 period, realizing over R4.2million in agency fee revenue.

Despite the poor audited results, | wish to close by notingthatever yone at CHDA gave generous
development and achievements this past financial year. | am more than confident that they will do the same in future. For
this, I extend my thanks and assure all of my colleagues that they will continue to enjoy my full and ongoing support.

| recognise the contributions of all CHDA people at all levels in the organisation and, particularly wish to thank the CHDA
Board and CHDM leadership for their continued advice and wise counsel. | also wish to thank my predecessor, Mr Zolile
Duze, in an effective handover when | took on the role as Acting CEO in the last quarter, and wish him well for his future

endeavours.

Together, we will succeed in taking CHDA to greater heights.

t
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The CHDA consideres fraud risk and internal controls as an objective of internal control activities with fraud perceived to be a potential internal control failure.
The committee performed its oversight function activities guided by its Charter and its Terms of Reference adequately with additional sittings held where
necessary. The Committee therefore supports the Board in implementing its oversight responsibility by overseeing and reporting to the Board on the following:

Risk Management:

Ef fective risk management is integral to the organi sat i pimdenentetane mantaines a
system of risk identification and management with progress reports on updating risk registers to report on matured, emerging and risks with no movement in
accordance with the requirements of the MFMA. The agency was able to develop a comprehensive action plan against identified risks, and continued to improve
in its addressing of internal control gas and improvements, as well as risk reporting to the committee.

Internal Audit:

The agency adopted an outsourced internal audit system to perform internal audit functions based on an approved risk - based internal audit plan for 2020-
2021, which was executed to 82%, as 2/11 of the planned audits for the year could not be finalised before end June 2021 due to scheduling challenges and
budget availability challenges due to additional ad-hoc assignments commissioned by the committee and the CHDA Board. These audits were deferred to the
2021-2022 financial period and finalised. The approved internal audit plan for 2021-2022 was also not completed in full due to the rollover of audit assignments
from the previous year, with these being rolled over to the first two quarters of the 2022-2023 period.

All internal audit findings were reported to Management, the Committee as well as the Board, and a post-audit follow up conducted to provide assurance that
management had actioned recommendations from audits. Key audits concluded were on performance, BTO, asset and fleet management, SCM, governance
and compliance, with delays on the planned ICT applications review and HR administration audits, both of which had no findings by the Auditor General in the
management and audit reports for 2022.

Fraud and Corruption:

The agency has accesstot he parent munici pal ity &asruptiomdilésfeblomihg hotline.fTraiaing dvasdelddor Mlanagement and Staff
on Fraud, Corruption and Ethics awareness, as wel |l as r e pcomingliactsgyandofinancialh
misconduct. Internal controls were continuously strengthened with key agency policy reviews conducted and approved on the existing Finance, Budget and
SCM policies, as well as Standard Operating Procedure manuals to assist in strengthening of internal controls and standardising processes and procedures.
Unfortunately, not all policies were reviewed in the year, leading to a governance finding in the audit report. An action plan has been developed to get the policy
framework up to date in the next financial year.

Effectiveness of Internal Controls:

In order to meet its responsibility of providing reliable financial information, the CHDA maintained financial and operational systems of internal controls designed
toprovidereasonabl e assurance that transactions are concluded i n accor dan desagainst
material loss of unauthorised acquisition, use or disposition, and that transactions are properly authorised and recorded. The system includes a documented
organisational structure and division of responsibility, established policies and procedures regularly communicated throughout the organisation, and careful
selection, training and development of staff. There are however inherent limitations in the effectiveness of any system of internal control, including the possibility
of human error and the circumvention or overriding of controls. Accordingly, even an effective internal control system can provide only reasonable assurance
with respect to financial statement preparation and the safeguarding of assets. In the financial year of reporting, the Committee met with management and
internal auditors on a quarterly basis to track progress in resolving outstanding internal control issues previously raised by the Auditor- General and internal
audit.

Based on our reviews of the audit findings, the internal control environment revealed weaknesses, hence the qualified Auditor General’s audit
opinion for 2021-2022, arising from non-compliance with GRAP standards, SCM irregularities and material accounting mis-statements in the Annual
Financial Statements which is sadly aregression from the unqualified and clean audit opinions realised in prior years up to 2019-2020. The upcoming
introduction of municipal disciplinary boards will also be utilised to ensure that any material non-compliance is reported, investigated and remedial
action taken to correct these non-compliance issues going forward. This includes the development of an ethics management framework for the
agency, to create awareness on ethical conduct, thus minimising malicious non-compliance, and unethical conduct by management and staff.

As aresult, the Committee will be ensuring that a comprehensive post-audit implementation plan is in place to address these short-comings, and
that they are fully resolved before the end of June 2023 to mitigate the risk of another negative audit outcome. The committee will also be looking
at investigating the root causes of irregular, unauthorised, fruitless and wasteful expenditure disclosed, in line with the MFMA, to commence
applicable action should there be non-compliance by officials. These will be formerly reported to the parent municipality by the committee, as well
as actions taken by the CHDA Board against affected officials where applicable. The committee notes that there may also be mitigating factors
outside of the direct control of the agency and management, such as the pandemic and shrinking government fiscus, and related budget cuts, which
could not be avoided.

Mr Ananiah Mangisi Langa

Audit Committee Chairperson , Chris Hani Development Agency, 30 January 2023
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Section 88(2)e of the Companies Act 71 of 2008 requires a Company secretary to certify whether the
' company has filed required returns and naotices in terms of the Act, and whether all such returns and
notices appear to be true, correct, and up to date. The filing which took place in the period includes:

- Lodgement of annual return with CIPC
- Update of executive and non-executive directors with CIPC, as well as update of key
management

| hereby confirm, in my capacity as Company Secretary of the Chris Hani Development Agency
(CHDA), that for the financial year 2021-2022, that the company, Chris Hani Development Agency
SOC Ltd, complied in terms of the Companies Act with regards to governance and filing of the
necessary lodgements and disclosures.

Mr Jameson Matiza
Company Secretary
Chris Hani Development Agenc

30 January 2023
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Report of the auditor-general to Eastern Cape Provincial Legislature and council on the Chris Hani
Development Agency SOC Ltd

Report on the audit of the financial statements
Qualified opinion

1. | have audited the financial statements of the Chris Hani Development Agency SOC Ltd setoutonpages é
which comprise the statement of financial position as at 30 June 2022, the statement of financial performance,
statement of changes in net assets, cash flow statement and statement of comparison of budget and actual amounts
for the year then ended, as well as notes to the financial statements, including a summary of significant accounting
policies.

2. In my opinion, except for effects of the matter described on the basis for qualified opinion section of this auditors
report, the financial statements present fairly, in all material respects, the financial position of the Chris Hani
Development Agency SOC Ltd as at 30 June 2022, and its financial performance and cash flows for the year then
ended in accordance with South African Standard of Generally Recognised Accounting Practice and the
requirements of the Municipal Financial Management Act 56 of 2003 (MFMA) and Companies Act of South Africa,
2008 (Act No 71 of 2008(the Campanies Act).

Basis for opinion
Prior period errors

3. The municipal entity had incorrectly disclosed previous period errors in note 34 to the financial statements, as
required by GRAP 3, Accounting policies, estimates and errors. The nature and the amount of the correction for each
financial statement item affected, and the amount of the correction at the beginning of the earliest previous period
were incorrectly disclosed. In addition, | was unable to obtain sufficient appropriate audit evidence for the previous
period errors disclosed, as the supporting information was not provided. | was unable to confirm these disclosures
by alternative means. Consequently, | was unable to determine whether any adjustments were necessary to the
previous period errors disclosed in the financial statements.

Corresponding figures
Net cash flows from investing activities

4. The municipal entity did not correctly prepare and disclose the net cash flows from investing activities as required
Standards of GRAP 2, Cash flow statements. This was due to multiple errors in determining cash flows from investing
activities. | was not able to determine the full extent of the errors in the net cash flows from investing activities as it
was impracticable to do so. Consequently, | was unable to determine whether any adjustments to cash flows from
investing activities as stated at R18,8 million. in the financial statements were necessary.

Context for the opinion

5. I conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities under
those standards are further described in the auditor-general's responsibilities for the audit of the financial statements
section of my report.

6. | am independent of the municipal entity in accordance with the International Ethics Standards Board for
Accountants' International code of ethics for professional accountants (including International Independence
Standards) (IESBA code) as well as other ethical requirements that are relevant to my audit in South Africa. | have
fulfilled my other ethical responsibilities in accordance with these requirements and the IESBA code.

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

—

Unaudited disclosure notes

9. In terms of section 125(2)(e) of the MFMA, the municipal entity is required to disclose particulars of non-compliance
with this legislation. This disclosure requirement did not form part of the audit of the financial statements and, accordingly,
| do not express an opinion thereon.

Responsibilities of the accounting authority for the financial statements
10. The accounting authority is responsible for the preparation and fair presentation of the

financial statements in accordance with SA Standard of GRAP and the requirements of the MFMA and Companies Act,
and for such internal control as the accounting authority determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

11. In preparing the financial statements, the accounting authority is responsible for assessing the municipal entity's
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and using the going
concern basis of accounting unless the appropriate governance structure either intends to liquidate the municipal entity
or to cease operations, or has no realistic alternative but to do so.

Auditor-general's responsibilities for the audit of the financial statements

12. My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes my opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
the ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

13. A further description of my responsibilities for the audit of the financial statements is included in the annexure to this
auditor's report.

Report on the audit of the annual performance report

Introduction and scope

14. In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in terms thereof, | have a
responsibility to report on the usefulness and reliability of the reported performance information against predetermined
objectives for selected programmes presented in the annual performance report. | performed procedures to identify
material findings but not to gather evidence to express assurance.

15. My procedures address the usefulness and reliability of the reported performance information, which must be based
on the municipal entity's approved performance planning documents. | have not evaluated the completeness and
appropriateness of the performance indicators included in the planning documents. My procedures do not examine
whether the actions taken by the municipal enabled service delivery. My procedures do not extend to any disclosures or
assertions relating to the extent of achievements in the current year or planned performance strategies and information
in respect of future periods that may be included as part of the reported performance information. Accordingly, my findings
do not extend to these matters.

16. | evaluated the usefulness and reliability of the reported performance information in accordance with the criteria
developed from the performance management and reporting framework, as defined in the general notice, for the following
selected programmes presented in the municipal entity's annual performance report for the year ended 30 June 2022:

Programme 3: To Develop viable and sustainable rural economies




17. | performed procedures to determine whether the reported performance information was properly presented and
whether performance was consistent with the approved performance planning documents. | performed further
procedures to determine whether the indicators and related targets were measurable and relevant, and assessed the
reliability of the reported performance information to determine whether it was valid, accurate and complete.

18. I did not identify any material findings on the usefulness and reliability of the reported performance information for

this programme.

Other matters

19. | draw attention to the matters below.

Achievement of planned targets

20. Refer to the annual perfor mance r e mchievemeotrof plarmeddasget®
for the year and management's explanations provided for the under/over achievement of targets.

Adjustment of material misstatements
21. | identified material misstatements in the annual performance report submitted for auditing.

These material misstatements were in the reported performance information of to develop viable and sustainable rural
economies. As management subsequently corrected the misstatements, | did not raise any material findings on the
usefulness and reliability of the reported performance information.

Report on the audit of compliance with legislation
Introduction and scope

22. In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility to report material
findings on the municipal entity's compliance with specific matters in key legislation. | performed procedures to identify
findings but not to gather evidence to express assurance.

Annual Financial Statements

23. The financial statements submitted for auditing were not prepared in all material respects in accordance with the
requirements of section 122(1) of the MFMA. Material misstatements of property, plant and equipment, receivables
from exchange transactions, Revenue from non-exchange transactions and disclosure items identified by the auditors
in the submitted financial statements were subsequently corrected and the supporting records were provided
subsequently, but the uncorrected material misstatements resulted in the financial statements receiving a qualified
audit opinion.

Expenditure management

24. Money owed by the municipal entity was not always paid within 30 days as required by section 99(2)(b) of the
MFMA.

25. Reasonable steps were not taken to prevent fruitless and wasteful expenditure, as required by section 95(d) of the
MFMA. As the entity incurred a total fruitless and wasteful expenditure of R1,2 million in the current financial year. The
majority of the disclosed fruitless and wasteful expenditure was caused by late payments by the entity which resulted
in interest and penalties being accrued.

Procurement and contract management

26. Measures to combat the abuse of the SCM system were not implemented as per the requirements of SCM
Regulation 38(1), because one contract was awarded to provider who has committed a corrupt or fraudulent act in
competing for the contract.

Other information

27. The accounting authority is responsible for the other information. The other information comprises the information
included in the annual report, which includes the directors' report, the audit committee's report and the company
secretary's certificate, as required by the Companies Act. The other information does not include the financial
statements, the auditor's report and those selected programmes presented in the annual performance report that have
been specifically reported in this auditor's report.

28. My opinion on the financial statements and findings on the reported performance information and compliance with
legislation do not cover the other information and | do not express an audit opinion or any form of assurance conclusion
on it.

29. In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements and the selected programmes presented
in the annual performance report, or my knowledge obtained in the audit, or otherwise appears to be materially
misstated. | have nothing to report in this regard.

Internal control deficiencies

30. | considered internal control relevant to my audit of the financial statements, reported performance information and
compliance with applicable legislation; however, my objective was not to express any form of assurance on it. The
matters reported below are limited to the significant internal control deficiencies that resulted in the basis for the
qualified opinion and the findings on compliance with legislation included in this report.

31. There was insufficient oversight to ensure consistent implementation and monitoring of controls over financial,
performance information and compliance with legislation. This was due to a lack of capacity and accountability.

32. The municipal entity did not have adequate systems to monitor compliance with all applicable legislation, and as a
result, non-compliance with legislation was not prevented. There was inadequate supervision, monitoring and
consequence management in respect of management of the operations of the municipal entity.

33. Although the municipal entity developed an audit action plan to address audit findings, however, this audit action
plan was not implemented throughout the year and therefore resulting in recurring material misstatements in the current
year.

Auditor General (Hand written)
East London

30 June 2022

A UDITOR-GENERAL
SOUTH A FRICA




Annexure - Auditor-general's responsibility for the audit

1. As part of an audit in accordance with the ISAs, | exercise professional judgement and maintain professional
scepticism throughout my audit of the financial statements and the procedures performed on reported performance
information for selected programmesand on the municipal entity's compliance with respect to the selected subject
matters.

Financial statements
2. In addition to my responsibility for the audit of the financial statements as described in this
auditor's report, | also:

1 identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error; design and perform audit procedures responsive to those risks; and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal control

1 obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
municipal entity's internal control

1 evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the [board of directors, which constitutes the accounting authority

1 conclude on the appropriateness of the accounting authority's use of the going concern basis of accounting
in the preparation of the financial statements. | also conclude, based on the audit evidence obtained, whether
a material uncertainty exists relating to events or conditions that may cast significant doubt on the ability of
the Chris Hani Development Agency SOC Ltd to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor's report to the related disclosures in the
financial statements about the material uncertainty or, if such disclosures are inadequate, to modify my opinion
on the financial statements. My conclusions are based on the information available to me at the date of this
auditor's report. However, future events or conditions may cause a municipal entity to cease operating as a
going concern

1 evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and determine whether the financial statements represent the underlying transactions and events in a manner
that achieves fair presentation

1 obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the group to express an opinion on the consolidated financial statements. | am responsible for
the direction, supervision and performance of the group audit. | remain solely responsible for my audit opinion.

Communication with those charged with governance

3. I communicate with the accounting authority regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that | identify during my
audit.

4. | also provide the accounting authority with a statement that | have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on my independence and, where applicable, actions taken to eliminate threats or safeguards applied.

Picture: Mechanisation Support




PART 7: ANNUAL PERFORMANCE REPORT

Project: Ezibeleni fruit and vegetable packhouse



1. Introduction:

The agencybés strategic objectives ar e alandgtheagproted t he
operational mandate issued by the shareholder. These have been secured in a Service Level Agreement
(SLA) between the agency and the Chris Hani District Municipality (CHDM) for the year 2021-2022 and have

served the basis of structuring the agencyds Annual F
These overarching strategic objectives, or programmes are:

1) To develop a proficient, viable and self-sustainable entity by 2025
2) To mobilise funding and facilitate investment promotion into the district by 2025
3) To develop economically viable and sustainable rural corridors by 2025

4) To support implementation of enabling infrastructure projects in the district by 2025

The annual performance report will provide an assessm
1 July 2021 to 30 June 2022, against these identified strategic programmes, and reflect in depth on areas of

non-performance.

2. Summary Organizational Performance — Annual for 2021-2022:

Theagencybs assessed performance for the period 1 July
Achieved: 54%  (100% or greater completion of planned outputs due by end June 2022)

Partially achieved: 9% (7571 99% completion of planned outputs due by end June 2022)

NOIECHSEEE (less than 75% completion of planned outputs due by end June 2022)

The recorded performance is an improvement from previous financial year, which closed at 42%
performance, but is still not as high as the previous year ending June 2020 which closed at 71%.
Currently, the agency is almost back to where it was in 2016-2017, at a recorded performance of 60%,
and is starting to exhibit signs of coming out of a steady regression in performance.

1 | SUMMARY OF AUDITED ANNUAL PERFORMANCE
2 Total targets for the year 54

8 158 Excesded asa

portion of
3 Archisved targets
B Achieved for the year (100% or =) 29 54%
Part achieved for the year (¥5-99.99%) 5 9%
B2 96%
21 39%




SUVMIMARY ANNUAL PERFORMANCE_2021-2022

Achieved
Not
Achieved,
38.89%
Achieved, :a:;t_ d
53.70% chieve
m Not
Part Achieved, Achieved
9.26%
SUMMARY ANNUAL PERFORMANCE_2020-21
Achieved
Not Achieved,
Achieved, 42.42% P
45.45% art-
Achieved
m Not
Achieved

Part Achieved,
12.12%

Figure 1 _ Organisational Performance Summary _ 2021-2022 vs 2020-2021

In compiling the performance figures, the organizational performance was reviewed against the individual
performance by programme, across each of the 5 key programmes in 2021-2022. The performance by
programme can be summarized as follows:

1) To develop a proficient, viable and self-sustainable entity by 2025
2) To mobilise funding and facilitate investment promotion into the district by 2025
3) To develop economically viable and sustainable rural corridors by 2025

4) To support implementation of enabling infrastructure projects in the district by 2025



%
4%

25%

18%

100%

0%

STATUS ON ANNUAL PERFORMANCE as at 30June2022 _ 2021-2022
Targets for the
year Achieved Part Achieved
Strategic Programme 2021-2022 100% or > 75% - 99%
PROG1 |TO DEVELOP APROFICIENT, VIABLE 26 9 5
AND SELF-SUSTIANBALE ENTITY BY
2025
PROG2 |TO MOBILISE FUNDING AND 4 3 0
FACILITATE INVESTMENT
PROMOTION INTO THE DISTRICT BY
PROG3 |TO DEVELOP ECONOMICALLY VIABLE 22 15 0
AND SUSTAINABLE RURAL
CORRIDORS BY 2025
PROG4 |TO SUPORT IMPLEMENTATION OF 2 2 0
INFRASTRUCTURE PROJECTS IN
THE DISTRICT BY 2025
Total: 54 29 5
54% 9%
STATUS ON ANNUAL PERFORMANCE as at 30June2021 _ 2020-2021
Targets for the
year Achieved Part Achieved
Strategic Programme 2020-2021 100% or > 75% - 99%
PROG1 |TO DEVELOP APROFICIENT, VIABLE 5 1 2
AND SELF-SUSTIANBALE ENTITY BY
2025
PROG2 |TO MOBILISE FUNDING AND 3 1 0
FACILITATE INVESTMENT
PROMOTION INTO THE DISTRICT BY
PROG3 |TO DEVELOP ECONOMICALLY VIABLE 24 11 2
AND SUSTAINABLE RURAL
CORRIDORS BY 2025
PROG4 |TO SUPORT IMPLEMENTATION OF 1 1 0
INFRASTRUCTURE PROJECTS IN
THE DISTRICT BY 2025
Total: 33 14 4
42.42% 12.12%

Figure 2 _ Detailed Organisational Performance by Strategic Programme - Tabular_ 2021-2022 vs 2020-2021

The detail above has been summarized below:

%
0%

0%

21%

100%

18%




Summary Performance by Strategic Programme 2021-2022
120% Achieved

100%
100%

Part Achieved

80% 75%
68% m Not Achieved
60%
46%
20% 35% 36%
25%
19%
20%
0% 0% 0% 0%
0%
TO DEVELOP A PROFICIENT, VIABLE TO MOBILISE FUNDING AND TO DEVELOP ECONOMICALLY VIABLE ~ TO SUPORT IMPLEMENTATION OF
AND SELF-SUSTIANBALE ENTITY BY  FACILITATE INVESTMENT PROMOTION AND SUSTAINABLE RURAL CORRIDORS  INFRASTRUCTURE PROJECTS IN THE
2025 INTO THE DISTRICT BY 2025 BY 2025 DISTRICT BY 2025

Summary Performance by Strategic Programme

120% Achieved

100%
100%

Part Achieved

80%

67% mNot Achieved
60%
46% 46%
40% 40%
40% 33%
20%
20%
8%
0% 0% 0%
0%
TO DEVELOP A PROFICIENT, VIABLE TO MOBILISE FUNDING AND TO DEVELOP ECONOMICALLY VIABLE TO SUPORT IMPLEMENTATION OF
AND SELF-SUSTIANBALE ENTITY BY ~ FACILITATE INVESTMENT PROMOTION AND SUSTAINABLE RURAL CORRIDORS ~ INFRASTRUCTURE PROJECTS IN THE
2025 INTO THE DISTRICT BY 2025 BY 2025 DISTRICT BY 2025

Figure 3 _ Comparative Organisation Performance by Strategic Programme - Graphical _ 2021-2022 vs 2020-2021

The charts above indicate the status of key output deliverables as of 30 June 2022. A detailed look at these

figures is explained below:

A Atotal of 29 deliverables of the 54 (54%) identified for the year have been achieved to within 100%
or above of the annual target. Of the number of targets achieved, a total of 8 of the 29 (14.81%)

have been achieved above the required performance metric (achieved above target)

[GREEN AND BIUE].

A Atotal of 5 deliverables of the 54 (9%) identified for the year have been partially achieved to within
75-99.99% of the annual target. On a holistic level, there was positive movement of 75% and
above on 63% of the annual performance objectives by the end of June 2022, looking at fully
and partially achieved targets [AMBER].



A In closing, a total of 21 deliverables of the 54 (39%) identified for the year have not been achieved,
as they have fallen within 0-74.99% of the annual target [IREB]. Of these, a total of 14 of 20 (70%)
were at nil, with the remaining 30% having partial movement and achievement, but falling
below 75%.

If these 6 outliers were considered as well, the annual performance plan would have a total
positive movement on 29 (100% of above) + 5 (75-99.99%) + 6 (1-74.99%), this would result in

74% of the plan under implementation at year end.

These performance figures were achieved with the agency spending withing its approved operational budget,

but having received less than the budgeted- for funds in the reporting period.

- As aresult, a lot of reliance was made on cost-containment strategies to conserve expenses under
administration and general expenditure, as well as settle old debt from prior period. This resulted in

delayed statutory payments and incurring of penalty and interest charges.

- However, the agency fees generated were able to assist with funding unfunded LED programs that
allowed movement in key operational targets under programmes 2 and 3. This was at a cost of
reserves, and ability to generate additional bank interest, as portion of fees was unreceived at year

end and raised as a receivable

- Some project expenditure was allocated against unpent rollover grant funds from prior period,
resulting in reduction in unspent grant balances end of 2022 as minimal additional funding was

received during the year

The next part of the report will indicate in detail areas of notable achievement, and areas of non-achievement

for 2021-2022, wi t hin each of the programmesédé key areas

3.  Summary on Key Successes — Annual for 2021-2022:

The key areas of notable performance leading to the results in the summary table above have been tabled

below for easy reference.

For noting, key achievements for the year have been summarized below:

of



PROG 1: TO DEVELOP A PROFICIENT, VIABLE AND SELF-SUSTAINABLE ENTITY BY 2025

J

J

ICT was tracking well, although plan not fully implemented at 98% - challenges with uptime and policies, but no recorded data losses, cyber-attacks, so ICT environment stable and

functional

Post audit action plan developed and implemented, but not to completion, with challenge on PPE issues to be monitored

The agency may have missed the annual target on investments secured into the district, but it played a major role in creating an enabling environment for effective engagement of key
stakeholders across a number of sectors through hosting of round table events. These events covered industrialization to promote the Komani Industrial Park, opportunities in the local
waste economy, livestock production and agribusiness opportunities, and skills and youth in economic activity, and served to assist in identifying key role players within the Chris Hani

districtds economy, and areas of economic growth, as well as sector challenges affe
Funding target was met, with raising of additional funds to assist in LED project implementation as well as was generation of agency fee income

PROG 3: TO DEVELOP ECONOMICALLY VIABLE AND SUSTAINABLE RURAL CORRIDORS BY 2025

J

The agency continues to play a critical role in guiding youth into careers of high skills demand through its career exhibitions. This is to provide a platform where learners can source information
from tertiary institutions and potential employers of skills and qualifications in demand, so they are better equipped in making sound career choices that will address the critical skills shortage
in the Chris Hani district, as well as help reduce unemployment by making graduates more attractive to the job market

The agency was able to provide sustained job placement and employment of graduates in various internship programs

Local S MME 6 s andecapacitated ia key martherships with COGTA, FNB and Black Umbrellas, ECDC

Critical infrastructure programme commenced and saw technical planning work being started to assist with the commercialization of the Komani Industrial Park, as well as key economic and
investment driving infrastructure projects, comprising of bulk infrastructure assessment to commercialize the Komani Industrial Park, as well as technical studies on bulk storage facilities,
feedlot establishment, agri-inputs and related to support local LED initiatives

Emphasis on stakeholder engagement in irrigations schemes assisted in planning work, as well as addressing social instability issues affecting development programmes in these areas
Partnerships and synergies were formed, and technical partnerships assisted in formalizing working arrangements in commercializing a waste economy in the district through operationalizing
the waste buy-back facilities in Enoch Mgijima Local Municipality, as well as conducting large-scale animal vaccination and health support services to emerging farmers. The support to the
vineyard and pomegranate initiative continued in the 2021/2022 period, and our partnership with CHCDC was instrumental in finalization of work on the Ezibeleni packhouse to assist local
fruit and veg producers

Shearing sheds launched in the previous financial period were operational, with wool growers again recording positive sales from offtake arrangements facilitted by CHDA

The mechanization center, despite being unfunded, was able to generate revenue and cover its operations in 2021/2022 i this was achieved through prioritization, effective billing and

revenue collection processes, as well as re-investment of all funds generated on mechanical repairs and maintenance, as well as operating inputs




Objective

Target Focus Area

Actual Deliverables / Successes Realized

CHDM Infrastructure
Implementation Support

Programme

Infrastructure Project Implementation
Expenditure and Own Revenue

Generation

J The CHDA entered into a service level agreement (SLA) with the parent municipality (CHDM) to assist in
critical infrastructure implementation support on water backlog projects

J Agency fee income from infrastructure implementation support was exceeded

J Implementation of projects tracking well, with expenditure targets exceeded

1 Programme source of litigation and SCM non-compliance, so has to be monitored closely going
forward




Summary on Areas of Non-Performance — Annual for 2021-2022:

The key areas of non-performance leading to the results in the summary table above have been tabled below

for easy reference.

The table indicates areas of non-performance, underlying issues, and progress to remedial action

and anticipated level of confidence in target being achieved in the new financial year.



PROG 1: TO DEVELOP A PROFICIENT, VIABLE AND SELF-SUSTAINABLE ENTITY BY 2025
Objective

Corporate

Focus Area

Unqualified Audit

INCER AN
Performance

Qualified audit

Reason / Root Cause

Poor stakeholder management (AG)

Planned Remedial Action and Detailed Counter — Measures
Going Forward

Improve engagement with the AG audit team

Clfwd. to
2022/2023

implemented by end of financial year

Policy review register and action plan developed for 2022/2023

Governance outcome for 2020 Poor implementation of AG, Internal Audit | Accept and implement corrective actions suggested by AG,

financial period due and Audit Committee recommendations Internal Audit and the Audit Committee to mitigate risk of

to non-compliance Vacancies in key management positions negative audit opinions

with Grapl7 on Delays in filling of priority positions Comprehensive post-audit action plan to ensure all audit issues

treatment of PPE Weak policy environment and reviews raised are addressed, with audited follow-up

No consequence management
Responsible: Date:
CEO, CFO Ongoing
Corporate Oversight Planned sitting of There were scheduling challenges during | Ensure compliance register in place for 2022/2023 and standing Yes
Governance Committees and oversight committees | year but sittings did take place at least agenda item at ARC, Govcom and Board sittings
Compliance did not take place once per quarter Consequence management policy to be delivered with clear

Compliance Delays in finalizing compliance register to | action for non-compliance to increase accountability

requirements not met | allow for earlier tracking or progress

for the year in line Vacancies in critical positions

with applicable Delayed sitting to applicable structures

legislation affected ability to monitor and conduct

Board and committee | assessment of board members _

performance Responsible: Date:

evaluations not CEO, CFO 30 October 2022

conducted

Risk Management | Planned risk Policy review workshops delayed _ Yes

management Ad-hoc assignments affected ability to Responsible: Date:

activities not fully execute e}pproved IA plan CEO, CFO 30 October 2022

completed Post-audit action plan not fully




ICT Governance Planned ICT Uptime target affected by budget Look at lease options to reduce CAPEX cost Yes
and Systems governance action constraints - could not procure new ICT ICT equipment included in 2022/23 approved budget

items not completed equipment on desired ration of 1:3 Responsible: Date:

employees as backup devices CFO 30 October 2022

Nil expenditure Planned nil Budgetary control Disclosure in AFS and registers, Yes
incurred on expenditure on Cashflow challenges, budget cuts, and Investigation and treatment by AO in line with Section32
section 32 items fruitless, late receipt of drawdown amounts in prescripts and guidelines before items are written off or

unauthorized , 2022/23 recovered through consequence management

irregular expense Lack of agency reserves to cover Consequence management policy to be developed for agency

items did not cashflow delays on grant tranches Build reserves in 2022/23 from excess agency fees

materialize SCM non-compliance Cost containment to assist in reducing spending so surplus can

Responsible: Date:

CEO, CFO, SCM 30 June 2023

be retained




Strategic HRM

The targeted 100%
implementation of
HRM action plan was
not achieved

Delays in PMS
review of staff

Lack of dedicated inhouse HR personnel/
designated HRM resource

Limited oversight as vacancy in critical
position driving HRM strategy

HRRE sittings not sat during year as
planned

Delays in staff performance reviews
Lack of co-ordination in collating
scoresheets and POE

Delays in signing of performance
contracts aligned to APP approval delays
Absence of key management personnel
to drive performance reviews

Finalize organogram approval to enable dedicated HR personnel
to drive key HRM processes and reduce reliance on single party
who may be over-committed

HRM part of agency turnaround plan

HRM resource to be employed as priority position to reduce
workload on current incumbent

Board calendar approved

Performance agreements to be signed before end of first quarter
for 2022/23 as APP approved in advance

Align EXCO performance contracts to include unit performance
reviews for accountability

Responsible: Date:

CEO, CFO 31 December 2022

Ensure 2022 review finalized by end 12/2022

Yes




Objective

Investment
Promotion

Focus Area

Facilitate
Investments into
the District

INCER AN
Performance

The planned
investment target of
R27.5 million was not
met

Reason / Root Cause

Lack of investment incentive packages to
attract investors

Poor infrastructure to attract investors
into industrial park

Limited skills to effectively package
investment opportunities

Planned Remedial Action and Detailed Counter — Measures
Going Forward

Follow up on identified investors
Investment summit to be held in first quarter of 2022/2023

An advisory committee of FINCOM/PROJDEYV chairperson has
been established to assist management with investment strategy
and summit preparations.

Engage appointed investment facilitator to assist with follow up
on identified investment leads

Prioritize organisational skills towards appointment of vacant
Chief Investment Officer position in the short to medium term

Date:

Responsible:

CEO, EMO 30 September 2022

Cl/fwd. to
2022/2023

Yes

Market Linkages

Facilitate Market
for Local
Producers

The planned
realization of R2.2
million facilitated in
offtakes that benefit
local enterprises

Delay in development of
commercialization strategies
Commitments received in offtakes not
backed up in writing / contracts

No designated agent to drive market
linkages

Finalize appointment of corridor manager position to assist with
marketing and market linkages for local co-operatives

Date:

Responsible:

CEO, EMO 30 September 2022

Yes




PROG 3. TO DEVELOP ECONOMICALLY VIABLE AND SUSTAINABLE RURAL CORRIDORS BY 2025
Objective

Corridor Specific
Scarce Skills
Development

Focus Area

Bursary Support

INCER AN
Performance

The targeted number
of young people
under bursary
support programmes
was not met

Reason / Root Cause

Intake processes need to be reviewed to
improve student pass rate
Limited skills / bursary budget

Planned Remedial Action and Detailed Counter — Measures
Going Forward

Raise funding for bursaries in critical skills areas
Stricter intake on bursary and skills participants

Responsible: Date:

EMO 31 December 2022

C/fwd. to
2022/2023

and Planning

Planning
Documents to
Assist LED

of technical planning
documents was not
achieved

Lack of inhouse skills to conduct
technical studies 1 reliance on third
parties to conduct studies

Poor planning to allow for completion of
feasibility and business plans on time

studies and research

Engage qualified third parties to assist with feasibility, business
planning and concept development / packaging on identified
cultural tourism initiative

Responsible: Date:

CEO, EMO 31 December 2022

Job Creation Job and Work The targeted number | Lack of commercial i level projects being | Improve project implementation methodology to increase Yes
Opportunity of jobs were not implemented to allow for job creation chances of project success to commercialization / high impact
Facilitation for achieved Poor record keeping by CHDA and stage
Locals project beneficiaries Enforce job creation and recording aspects for partners, suppliers
Ineffective stakeholder engagement and and beneficiaries/co-ops as a condition for doing business with
IGR to allow effective job creation CHDA
partnerships with private sector Incentives in place for local big business to increase local job
creation and opportunities (Ind Park i etc.)
EPWP job logged and standard reporting item by all
infrastructure contractors
Responsible: Date:
PMU-INFRA, EMO 30 June 2023
Technical Studies | Technical and The planned number | No budgets set aside for formal studies Partnerships to identify sector partners who focus on technical Yes




Partnerships and Partnerships on The planned number | Delays in identifying technical partner for | Improve SCM planning and issue EOI by end of first quarter of Yes
Synergies LED of partnerships was ICT digital hub, due to Nat Treasury 2022/2023
not realized advert restrictions on Constitutional Court | Investigate non-financial support mechanisms on partnerships as

matter an alternative

Budget unavailability to provide planned Responsible: Date:

input support from planned grain

partnership, as funds diverted to support EMO 31December2022

Shiloh initiative
Local Agro- Completion of The planned number | Delays in DSBD funding affected the Update existing partnership documents in line with funding Yes
processing LOGIC of deliverables not ability to complete the fertilizer blending approvals and revised implementation timeframes
Infrastructure packhouse and completed refurbishment programme Responsible: Date:
Projects refurbishment of

fertilizer blending CEO 310ctober2022

facilities

Objective

n/a

Focus Area

All targets achieved in programme

INCER RN B
Performance

Reason / Root Cause

Planned Remedial Action and Detailed Counter — Measures

Going Forward

Cl/fwd. to
2022/2023




Picture: Career Seminar



Summary Progress on Resolving Areas of Non-Performance — 2020-2021:

The key areas of non-performance carried forward from prior year have been tabled below, and progress

on remedial actions implemented this 2021-2022 period indicated (refer figure 4 below)

- In programmel, the challenges on performance from period ending 30 June 2021 have
been carried forward into the first half of 2021-2022, and the following improvements

made:

1) Organogram approved but priority positions not yet filled due to budget challenges and
high agency employee cost ratio. At 30 June 2022 the vacancy rate had increased from
the previous financial reporting period due to exists in key management personnel,

internship staff, management and administration personnel

2) Own revenue generation challenges have been partly resolved by 30 June 2022, with a
notable increase in agency fee income from infrastructure implementation, as well as
other principal-agent programmes implemented. Key challenges were the non-receipt
of VAT refunds, as well as a decline in mechanization center operating revenue, which
is attributable to the status of mechanization assets and fleet, reduced hectorage
available for servicing, as well as high cost of operations in a time of budget cuts relating

to irrigation schemes

3) The internal audit assignments were carried forward to the 30 June 2022 period, but
there were still challenges with completion of the approved risk-abased internal audit
plan. This is due to a limited budget, as well as adhoc assignments commissioned by

the board during the year on emerging risk areas

4) UIF funding pending at end of prior year was confirmed in the first half of 2021-2022

5) Aninvestor and communications strategy was developed and approved, and assisted in

securing potential investors for the Chris Hani District

6) A summit was planned but deferred to the period of July 2022



7) CHDM critical infrastructure funding of R6million assisted in catching up on planned

technical studies to assist with LED planning work

8) Limited funding to support mechanization operations continued in 2021-2022, and a
result, the tariffs had to be revised to look at a less-subsidised tariff structure as well as
investigation into the business model of the center. As a result the center is still not

achieving break-even. These will receive more focus in 2022/2023

9) Alternate skills programmes were secured to assist youth in apprenticeship and bursary
programmes. In addition, there was capacitation of small businesses in 2021/2022, as

well as ongoing job-placement initiative through a CHDA funded internship programme

10) There were no items carried forward under this programme, but key internal control

weaknesses were identified resulting in irregular expenditure from this programme in
2021/2022
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6. Performance by Key Contractors and Outsourced Services

The agency relies on external contractors and service providers to carry out its development mandate. The

following key providers were utilized during the financial year, and performance as follows:

Credits / Expenditu Services

Comments

CHDM-INFRA-BUCHULE Infrastructure contractor Satisfactory performance on contract, tracking
CHDO012 ENG senvices / engineering well (various)
Litigation matter and irregular expenditure on
contract awarded
CHDM-INFRA-SIYALIMA Infrastructure contractor Contractin process of termination by end June
CHDO11 CIVILS services 2022 (Xonxa PLB07/20-21)
CHDM-INFRA_BATABILE Infrastructure contractor Satisfactory performance on contract, tracking
CHDO003 CONSTRUCTION SERVICES services well (Xolobe)
Infrastructure contractor Satisfactory performance on contract, tracking
CHDO10 CHDM-INFRA-BONTIFOR senvices well (Cluster2)
CHRIS HANI CO-OP LED 1 <co- op e r|Satisfactoryperformance on contract, tracking
CDC001 CENTER and technical studies well (co-op support, technical studies)
Infrastructure contractor Satisfactory performance on contract, tracking
CHDO008 CHDM-INFRA_MAKHELENI senvices well (KWWTW)
CHDM-INFRA_LIHLENATHI- Infrastructure contractor Satisfactory performance on contract, tracking
CHDO007 LNP services well (Ngxogi)
Infrastructure contractor Satisfactory performance on contract, tracking
CHDO004 CHDM-INFRA_MALUTI GSM senvices / engineering well (various)
Supplier Name Credits / nditu Services Comments
CHDM-INFRA_UHAMBISO Infrastructure contractor Satisfactory performance on contract, tracking well
CHDOO01 CONSULT PTY LTD R 6818 114.71 |services / engineering (various)
Infrastructure contractor Satisfactory performance on contract, tracking well
CHDO009 CHDM-INFRA_BBWATERS R 3556 565.91 |services (KWTW)
Satisfactory performance on contract, on hold due to
unpaid debt and litigation matter, with contract
LED - Livestock improvement/ |management issue relating to funding mobilisation
DIC001 DICLA PROJECTS R 2 915 581.84 |animal health services target not realised
Admin + gener a
RILOO1 RILAPAX (PTY) LTD R 2 449 001.40 |company secretariat Satisfactory performance, legislated
CHDM-INFRA_MASIY ABU Infrastructure contractor Satisfactory performance on contract, tracking w ell
CHD006 TRADING R 2 043 468.78 |services (various)
EMPLOY ER MEDICAL AID
DIS002 SCHEME 1 828 473.29 |Employee costs Satisfactory
SANO002 SANLAM PROVIDENT FUND R1 - 9.99 million 1 734 574.02 |Employee costs Satisfactory
AUD001 AUDITOR GENERAL SA 1680 972.24 |Audit fees Satisfactory
CHDM-INFRA_MASILAKHE Infrastructure contractor Satisfactory performance on contract, tracking w ell
CHDO05 CONSULTING R 1548 818.91 [services (various)
CHDM-INFRA_VOKON AFRIKA Infrastructure contractor Satisfactory performance on contract, tracking well
CHD002 CONULTING R 1 463 580.07 |services / engineering (various)
Satisfactory, delays in IA plan due to budget and
SNG001 SIZWE NTSALUBA GOBODO R 1 295 286.60 |Audit fees adhoc assignmets
NGQUTURA TRANSPORT
NGQO01 SERVICES R 969 908.42 |LED - Security services Satisfactory
LED - Diesel inputs Satisfactory but no longer serving on credit demands
MATO001 MATTAM TRADING CC R 959 369.09 |mechanisation upfroont payment
TELOO1 TELKOM R 595 569.59 |Admin - telephony Satisfactory
LLS001 LL SECURITY R 580 640.08 |LED - Security services Satisfactory




Supplier Name
REG001 REGUARD SOLUTIONS
AMI001 AMILA SECURITY
TYE001 TYEKANA PROTECTION
NRG OFFICE SOLUTIONS (PTY)
NRG001 LTD
EAS003 EAST CAPE TRAINING CENTRE
LWETHUMA ENVIRONMENTAL
LWE001 CONSULTANTS
ALTO01 ALTRON TMT PTY LTD
AMAZONITE T/A SASOL
SAS001 QUEENSTOWN
WOR002 WORLD FOCUS 1818 CC
PEY001 PEYPER ATTORNEY S
ENOCH MGUIMA LOCAL
ENO001 MUNICIPALITY
SAG001 SAGE PASTEL

>R200k - 999k

Credits / Expenditu Services Comments
R 464 133.06 |LED - Security services Satisfactory
R 412 392.80 |LED - Security services Satisfactory
R 316 867.07 |LED - Security services Satisfactory
303 515.21 [Admin - copier lease Satisfactory
287 814.17 |LED - training provider Satisfactory

282 900.00 |LED - consultant

Satisfactory performance, but challenges with
Ncgeoscienes affected abulity to complete aw arded
works on mining study - contact to be terminated

280 594.30 |Amin - licensing

Satisafctory

LED - Diesel inputs
264 122.84 |mechanisation

Satisfactory but no longer serving on credit demands
upfroont payment

262 603.71 |LED - Security services

Satisfactory

Satisfactory , assisting with ongoinglegal defence in

R 246 150.20 [Admin - legal fees Norland case
207 405.95 |Admin- utilities Satisfactory
204 672.80 [Admin - licensing Satisafctory

Supplier Credits / Expenditu Services Comments
RESILIENT IT NETWORKS AND
RES001 SERVERS R 173 464.85 |Admin - T support Satisafctory
BUB001 BUBEDE MULTI- SERVICE R 168 222.46 |LED - Security services Satisfactory
ADA001 ADAPT IT R 165 439.00 [Admin - licensing Satisafctory
WIL001 WILLIAMS HUNT JDG TRADING R 160 218.00 |MV - R+M Satisfactory
IBHO02 IBHUBESI LIKA NONI SECURITY R 150 503.55 |LED - Security services Satisfactory
MBALA SECURITY AND
MBAOO1 CLEANING SERVICES R 146 214.00 |LED - Security services Satisfactory
HIQO01 FASTFIT R 123 904.95 |MV - R+M Satisfactory
MCCO001 MCCORMIC AGRICC R 99 819.30 |LED - tractor R+M Satisafctory
BOA002 BORDER TRAINING CENTRE X LED - training provider Satisfactor
>R50k - R199k R 9682924 9P y
ESK001 ESKOM R 95 513.39 |Admin - utilities Satisfactory
REDOO1 RED GUARD SECURITY R 94 506.42 [Admin - access control/alarm [Satisfactory
LANOO1 LANDINI EASTERN CAPE R 87 657.10 |LED - tractor R+M Satisafctory
FIRO01 FIRST TECHNOLOGY (PTY) LTD R 81 733.43 |Admin - licensing Satisfactory
SHEKINAH GLORY
SHEOO1 CONSULTANT PTY LTD R 80 100.00 |LED - inputs mechanisation Satisfactory
SX0001 SXOSH ELECTRICAL ENGINEERS R 76 972.00 |LED - cabling Satisafctory
COID01 DOL_COMPENSASTION FUND R 58 696.72 |Employee costs Satisfactory - legislated
MFU001 MFURAA PROJECTS R 55 945,50 [LED - plant gire Satisfactory
CLI001 CLICK'N TRAVEL R 53 502.24 |Admin Satisfactory
Supplier Name Credits / Expenditu Services Comments
SSALIWATRADING AND
SSA001 PROJECTS R 48 264.00 |LED - inputs mechanisation Satisfactory
MAPOO1 MAPHOSA& ASSOCIATES R 47 609.52 [Admin - legal fees Satisfactory - settlement of applicant legal cost
XOLISWA TINI FACILITIES
XOL001 MANAGEMENT R 45 292.19 [LED - valuation rentals Satisfactory
ING002 INGWE ENKULU LOGISTICS R 42 431.76 |LED - PPE Satisfactory
4GC001 4GCO TRADING CC R 40 000.00 |LED - inputs mechanisation Satisfactory
GLO001 GLOBAL PROSPECTUS R 39900.00 |Admin - training Satisfactory
SUP001 SUPERCLEAN R 39 415.95 [Admin - cleaning Satisfactory
MOMO01 MOMENTUM CONSULT SRl Rk R 39 315.00 |Admin - insurance Satisfactory
THE INSTITUTE OF DIRECTORS IN| . :
10D001 SA R 37 650.00 [Admin - training Satisfactory
OPEOO1 OPENFORM COMMUNICATIONS R 37 053.54 |Admin - design, PR Satisfactory
ATHOO01 ATHAYANDA GROUP R 29 600.00 |General Satisfactory
THE003 THE ASSESSMENT TOOLBOX R 27 906.80 [Admin - HR services vetting Satisfactory
WILLARDS TRAVEL SERVICE
WIL002 PTY LTD R 27 769.00 |Admi - tarvel agent Satisfactory
FAL002 FALA TOM GENERAL TRADING R 23000.00 |General Satisfactory
SINOO1 SINESIMO TRADING R 21 950.00 |General Satisfactory
SPEOOL SPECTRA UPFRONT R 20 695.50 |Admin - stationery Satisfactory




Supplier Name Credits / Expenditu Services Comments
JAC001 JACKSONS R 17 531.77 |Admin - MV R+M Satisfactory
CHRIS HANI DISTRICT
CHR0O01 MUNICIPALITY 15 807.62 |Admin - utilities Satisfactory
MLNOO1 MLN TECHNOLOGIES R 15 070.00 |General Satisfactory
MCEO01 MCE & MZI MEDIA PRODUCTION R 14 500.00 |LED - evebnts Satisfactory
GARDEN COURT (SOUTHERN
GAR002 SUN) R 14 190.00 |Admin - travel costs Satisfactory
MULO002 MULTI CHOICE R 13 950.00 |Admin - subscriptions Satisfactory
CAR001 CTRACK R 13 076.65 [Admin - subscriptions Satisfactory
HAROO1 HARVEY WORLD TRAVEL R 12 589.43 |Admin - travel costs Satisfactory
AREO01 ARENA HOLDINGS R 12 410.34 |Admin - adverts / dispatch Satisfactory
ROCO001 ROCHE HOUSE CC R 12 250.00 |Admin - travel costs Satisfactory
BEV001 BEVERLEY HILLS R 11 200.00 |Admin - travel costs Satisfactory
NONO0O1 NONESI LODGE R 8550.00 |Admin - travel costs Satisfactory
ACED02 AC&E R 8 400.00 |Admin - insurance Satisfactory
MSC EDUCATION HOLDINGS (
MSC002 PTY ) LTD R 7 920.00 |LED - training provider Satisfactory
BALOOL Balanced System projects 0o Rk R 7 416.18 |Admin - repairs office Satisfactory
KEE001 KEEN'S OFFICE EQUIPMENT R 7 400.00 |Admin - stationery Satisfactory
Qyioo1 OYINTANDA R 7 000.00 |General Satisfactory
HEMO001 Hemingw ays hotel R 6 941.00 |Admin - travel costs Satisfactory
SHO002 SHORTEN MOTORS CC R 6 624.00 |LED - tractor R+M Satisfactory
BAPHIWE CONSTRUCTION &
BAP001 PROJECTS R 594450 |General Satisfactory
MCU001 MCUBUSE GENERAL TRADING R 5400.00 |catering Satisfactory
KEL001 KELSTON MOTORS - VW/FORD R 5392.73 |Admin - MV R+M Satisfactory
LINA MANDLA TRADING AND
LINOO1 PROJECT (PTY) LTD R 4999.00 |General Satisfactory
BTC001 PETER GAYLARD CC T/A BTC R 4709.94 |Admin -stationery Satisfactory
CRED02 CREATIVE THINKING R 4567.00 [Admin - stationery Satisfactory
DJF001 DJ FIRE PREVENTION R 4 388.86 |Admin - fire ext service/OHS  |Satisfactory
SIL001 SILULO ULUTHO TECHNOLOGIES R 3600.00 |General Satisfactory
COuU001 COURIERIT R 2 710.99 |Admin - courier/postage Satisfactory
PRE001 PREMIER HOTEL ICC R 1595.00 |Admin - travel costs Satisfactory
BUS001 BUSA GUEST HOUSE R 1245.00 |Admin - travel costs Satisfactory
7. Concluding Remarks
The key areasof non-per f or mance up to the end of June 2202

control, and outside of its control:

Non-Performance Issues Within Agency’s Area of Direct Control

1) Improvement in own fund-

raising for programmes

Agency to consider:

- Building internal skills associated with programme conceptualization,
feasibility analysis, business planning and funding applications to help
reduce reliance on handed-over projects, and non-receipt of promised
funds. This will help build a solid project pipeline, as well as create project
autonomy, and alternative sources of programme implementation funds

- In 2021-2022, this was attempted through the technical studies focus
in development of key planning documents to guide LED

programmes (CHDM Critical

Expenditure)

Infrastructure Grant Funding and

ar

e



2)

Investment in skills and
capacity of implementing

resources

Agency to invest more in:

Attracting and recruiting the right candidates with the right set of skills,
which are needed for building distinct competencies and build
organizational strengths

Training and development for implementation staff, to ensure that those
who drive programmes are well-equipped with technical, financial and
project-management capabilities

Addressing high vacancy rate in the organization, through priority HR
recruitment and selection to ensure crucial vacancies are filled
Finalization of planned skills audit and salary benchmarking exercises as
part of attraction and retention and business turnaround strategies

In 2021-2022 the agency closed with over a 25% vacancy rate, of
which 2 of the positions were executive positions, some positions
managerial positions in key business processes of HRM, Business
Planning and Strategy, Legal and Compliance, which are evident
from performance under programme 1

3)

Improvement in monitoring

and evaluation processes

Agency to consider:

Allocating the responsibility of a strategic manager / performance officer
or senior operations to a single individual on a full-time basis to ensure
that programme and performance planning, monitoring and management
of programme risks is managed daily and prioritized, so performance can
be championed within the agency

Design improved methods of reporting by project implementers, linked to
pre-approved key performance indicators on programmes. This function
has to be driven and monitored by a key resource in the agency, so all
reporting is not only reactive, but linked to solutions and counter-
measures, and monitoring of high i importance / high i impact areas that
could result in poor performance

Investment in advanced monitoring and evaluation training for those
involved in project implementation

Investment in a monitoring and evaluation baseline study to identify
benchmarks for performance planning, and performance review. This will
help motivate a business case for the agency, and highlight key
achievements against development mandate and predetermined

objectives

4)

Improvement in partner
selection and evaluation, and

contracts management

Agency needs to:

Create a formal method of selecting partners for development projects, so
as t o enter in meaningf ul MOU ¢
disappointments from third parties in the past.

All partnerships must be based on distinctive competencies the agency
does not have access to, so all partnerships are mutually beneficial, and
reduce the likelihood of non-performance on both parties

A formal method of vetting partners, and monitoring their performance
under the terms of the MOU are necessary, so un-beneficial partnerships
are cancelled timeously to mitigate associate strategic risk from non-

performance




A formal method of evaluating technical partners, and effective contracts
management processes to ensure that contractual deliverables are met

by partners and CHDA strategic objectives are met

5) Improvement in project Agency needs to:
Planning, Implementation - Develop a standard framework based on approved project management
Management, Reporting and methodologies, such as PMBOK, on which to base project planning,
Evaluation Processes implementation, reporting and monitoring processes

- Key policy on project implementation to be developed, to assist with
project implementation through a standardized set of guidelines. This will
also assist with challenges on projects auditing

6) Improvement in disaster - The Covid19 pandemic outbreak affected a number of activities, and had
management and business there been a comprehensive disaster management and business
continuity processes continuity strategy in place, negative impact on some performance targets

and indicators could have been reduced or prevented.

- The agency has to look into effective means of improving ICT capacity
and infrastructure to allow for virtual means of stakeholder engagement,
as well as allowing staff to work remotely

7) Improvement in risk - The agency needs to improve its internal risk dentification, evaluation
identification, mitigation processes, and have effective mechanisms for identifying, prioritizing
strategies and monitoring areas of risk that can have a negative impact on performance. The risk

mitigation strategies need to be implemented and action plan
implementation closely monitored

8) Improvement in policy, - The agency must look at oversight more closely in future to ensure all

governance and oversight

frameworks

approved plans are monitored for progress , and key management held
accountable for implementation of plans and resolutions

Policy framework review, to ensure a policy environment that support
ethical business, high performance, financial management and oversight,
as well as compliance

Consequence management policy framework to be in place to boost
accountability

Effective scheduling of oversight committees and structures, so that
reports are tabled, and performance against plans effectively monitored,
with action plans and remedial plans closely monitored to ensure no

regression on performance

Non-Performance Issues Outside of Agency’s Area of Direct Control

1) Default on MOU terms by third parties, or non-performance by technical partners

2) Non-receipt of approved funding for programme implementation

3) Social issues requiring social facilitation intervention before any LED initiative can be implemented

successfully
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General Information

Detail

Registered name:

Chris Hani Development Agency SOC Ltd

Registration number:

2012/033437/30

Form of entity:

Municipal entity (state owned company)

Nature of business:

Carry out the promotion and implementation of the local economic development (LED)
initiatives and investment promotion in Chris Hani District, through agriculture and agro -
processing, SMME development, facilitation of investment promotion and job creation , sector i
specific skills development and partnerships for leveraging of economic opportunities to

facilitate development.

Registered office
address:

15 Warner Street, Southbourne, Queenstown, 5320

Postal address:

15 Warner Street, Southbourne, Queenstown, 5320

Contact information:

Tel: 045171 807 4000,
Fax: 04571 838 5944
Email: info@chda.org.za

Website: www.chda.org.za

External auditors:

Auditor General South Africa (AGSA)

Internal auditors:

Sizwe Ntsaluba Gobodo i Grant Thornton

Cube 2 Cedar Square, Bonza Bay Road, Beacon Bay, 5241
Tel: 0437 7211180

Fax: 0437

Website: www.sng.za.com

Company Secretary:

William Radcliffe Attorneys

2" Floor, Block C, Edenburg Terraces, 348 Rivonia Boulevard, Johannesburg
Tel: 081 046 1379

Email: jameson.matiza@williamradcliffe.co.za

Website: www.williamradcliffe.co.za

Banker:

First National Bank of South Africa (FNB)

a) Establishment and Legislative Mandates

The Chris Hani Development Agency (CHDA) is a State-Owned Company (SOC) Ltd established in 2012 by a Council
resolution dated 27th March 2012 in terms of the Municipal Systems Amendment Act No. 44 of 2003, Companies
Amendment Act, No 3 of 2011 and Municipal Finance Management Act, No. 56 of 2003.

b) Purpose and Strategic Mandate

The primary purpose of establishing this entity was b
economic development strategy (CHREDS). At the centre of this strategy was a focus on the development of corridor
multi-sector initiatives which would be supported by value chain addition programmes as a means of facilitating and

achieving local economic development in the district.

O It was thus envisaged that on establishment, the CHDA would be a self-sustainable entity tasked with co-ordination of
regional economic development within the Chris Hani District Municipality, and from the year 2012 the primary focus of
the Chris Hani Development Agency was to unlock the economic potential of the identified corridors within the Chris Hani
District Municipality through partnerships and investments as well as to increase economic growth rates, as well as reduce
poverty and unemployment. The corridors that were identified for development within the Chris Hani District were as

follows:

1. Sisulu Development Corridor (running along the R61, linking Engcobo, Cofimvaba, Queenstown, Tarkastad and
Cradock),

2. Ndondo Development Corridor (running along the R394, linking Elliot, Cala, Lady Frere, Queenstown) and the

3. Calata Development Corridor (running along the N10, linking Whittlesea, Queenstown, Molteno, Middleburg to
Cradock).

After the CHDA was established, the focus of the agency was mainly directed towards the revitalisation of the 4 big
irrigation schemes within the Chris Hani District Municipality, so that these irrigation schemes would produce and supply
food to the District and the Eastern Cape Province at large. Other programmes were also implemented by the CHDA
during this period, but some challenges were faced to the extent that a pivot from the approved development corridor

approach mandate was experienced.

After careful consideration of the path taken by the CHDA over these past years, a review of the mandate to re-direct it to
its initial purpose became necessary. As a result, on the 28th of August 2019, a Council Resolution was taken by the Chris

Hani District Municipality for the mandate of the CHDA to be reviewed, as follows:



mailto:info@chda.org.za
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c) Mission, Vision and Value Statement

Vision:

To be an economic development catalyst for the Chris Hani District

Mission:

To unlock the economic potential of the district through investment facilitation

for corridor development

d) Values and Guiding Principles

In achieving its vision, and carrying out its mission, the CHDA will subscribe to the following core values and guiding

principles:

Value

Underlying Principle

Commitment

To all we do, and the communities which we serve

Honesty In all our dealings, and all our interactions with stakeholders

Respect For ourselves, our brand, our stakeholders, development partners and
communities which we serve

Integrity In all our actions, dealings and delivery of programmes and interventions

Sincerity In all we do, with a genuine concern and desire to meet the needs of the
communities which we serve

Humanity In our understanding and empathy for the needs of our community

Accountability

In all that we do, to our shareholder, communities we serve, and the general

public
Nurturing For our communities and vulnerable groupings of society
Innovation In constantly seeking to improve what we do, how we do it and how best we

can deliver to the communities which we serve

e) Strategy and Strategic Focus

The mandate and the planned development outcomes informed the strategic direction of the agency over the last 5 years of

operations, andtheses t r at egi ¢ programmes are aligned to the parent
a Service Level Agreement (SLA) between the agency and the CHDM for the year 2019-2020 and have served the basis of

structuring the agancePlardo(APPYfortheiygdrr Per f or m

The strategic programmes for 2020-2021 were:
1) To develop a proficient, viable and self-sustainable entity by 2025
2) To mobilise funding and facilitate investment promotion into the district by 2025
3) To develop economically viable and sustainable rural corridors by 2025

4) To support implementation of enabling infrastructure projects in the district by 2025

f) Board, Leadership and Management

Corporate governance embodies processes and systems by which municipal entities are directed, controlled and held to
account. In addition to legislative requirements based on the applicable enabling legislation, and the Companies Act,
corporate governance with regard to the CHDA is applied through the prescripts of the Municipal Finance Management Act
(MFMA) and run-in tandem with the principles contained in the updated King IV Report on Corporate Governance.

The Accounting Authority / Board of Directors

The Board of Directors (Board) of CHDA r egpvereasce and s ulttmately o r
responsible for the performance and affairs of the agency. Good governance is regarded as critical to the success of
the CHDA, and the Board is unreservedly committed to applying the fundamental principles of good governance in
every way. This involved ensuring transparency, integrity, accountability and responsibility in all dealings by, and
on behalf, of the CHDA.

The Board embraces the principles of good governance as set out in the King Code of Governance for South Africa 2009
and the King Code of Governance Principles (collectively known as King Ill) and seeks to comply in all applicable aspects
to the MFMA, as well as national Treasury regulations, as amended.

The Board comprises 13 members, who were appointed by the Shareholder, the Chris Hani District Municipality (CHDM),
who are all skilled in various disciplines, and stem from multiple background, thus bringing an eclectic and highly skilled mix
of experience and required levels of technical expertise.

The Board Charter:

The CHDA Board Charter defines the governance parameters within which the Board exists, sets out specific
responsibilities to be discharged by the Board collectively, as well as certain roles and responsibilities incumbent upon the
directors as individuals. The Board Charter further serves to ensure that all members of the board, agency management
and staff, and other stakeholders are aware of the duties and responsibilities of the Board, as well as the basis upon which
it interacts with Management in order to give effect to its obligations to the shareholder.

The Board Charter sets out the board governance principles and parameters within which the board operates and
constitutes an integral part of setting out the composition and meeting procedures for the Board.




Composition of the Board:

The Board is appointed by the shareholder, the Chris Hani District Municipality (CHDM), and comprises of 8 Non-Executive
Directors. In determining the optimum composition of the Board, the shareholder sought to ensure that it collectively
contains the skills, experience and mix of personalities appropriate to the strategic direction of the CHDA as necessary to
secure its sound performance.

The Board is led by an independent non-executive Chairperson who, inter alia, presides over meetings of the Board, and
who is responsible for ensuring the integrity and effectiveness of the Board governance process. The role of the
Chairperson is regarded as critical to good governance. In ensuring this role is fulfilled, the Chairperson relies on the
technical expertise of the Company Secretary.

The Chief Executive Officer (CEO), Chief Financial Officer (CFO) and Executive Manager of Operations (EMO) are ex officio
members of the Board.

Il rrespective of a directorbés special expertise or knowl e
responsible to the shareholder for the performance of the CHDA. The board members during the 2021-2022 financial period
were:

The directors of the entity during the year and to the date of this report are as follows:
Adv. A Mini (Board Chairperson) South African

Or. N Khewu South African

Mr. A Hala South African

Mr. G Qotywa South African Resigned January 2022
Mr. L Mbokotho South African

Mr. P Songo South African

Mr. B Ramahulana (Deputy Board Chairperson) South African

Mr. S Nggwala South African

Ms. B Zantsi South African

Ms. F Mushohwe Fimbabwean

Ms. V Matsiliza South African

Ms. £ Kiviet South African

The Board's role is to effectively represent, and promote the interests of, shareholders (CHDM) with a view to adding long-
term value to the development impact outcomes of the CHDA and the community. The board of directors' key purpose
therefore is to determine the organisational strategy, and consequently its performance, as well as ensure adequate levels
of control, where it is ensured that Management actions strategic decisions effectively and according to the laws and
applicable prescripts, and legitimate expectations of stakeholders.

During the year, the Board did all that was necessary to ensure that its role, as expressed in the Board Charter, was fulfilled:

1) The Board acted as the focal point for, and custodian of, corporate governance by managing its
relationships with management and the shareholder.

2) The Board appreciated that strategic risk, performance and sustainability are inseparable, and gave effect
to this by:

1 Contributing to and approving the corporate performance plan as aligned to the corporate strategy.

1 Satisfying it that the strategy and operational plans do not give risks that have not been thoroughly assessed
by management.

1 Identifying key performance and risk areasandmoni t ori ng t he agencyods perf ¢
objectives (including the assessment of the evaluation of the performance of executive management in terms
of defined objectives) ensuring that the strategy will result in sustainable outcomes.

1 Providing effective leadership based on an ethical foundation.

T Ensuring that the agemrfegtiely. et hi cs are managed

T Retaining full and effective control over tohefthasraegc y
plans and financial objectives as defined by the Board.

1 Defining levels of delegation of authority to Board sub-committees and management and continually monitoring the
exercise of delegated powers.

1 Ensuring that a comprehensive system of policies and procedures is in place and that appropriate governance
structures exist to ensure the smooth, efficient and prudent stewardship of the agency and its business.

1 Ensuring compliance by the agency with all relevant laws and regulations, audit and accounting principles, the
approved code of conduct, and such other principles as may have been established by the Board from time to time.

1 Ensuring that the agency has an effective and independent Audit and Risk Committee and that there is an effective
risk-based system of internal audit.

1 Being responsible for information Communication Technology (ICT) governance.
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Being responsible for the governance of risk and regularly reviewing and evaluating the risks to the agency and
ensuring the existence of comprehensive, appropriate internal controls to mitigate against such risks.

Acting in the best interests of the agency by ensuring that individual directors: adhere to legal standards of conduct.
Are permitted to  take independent advice in connection with their duties following an agreed procedure.

Disclose real or perceived conflicts to the Board and dealing with them accordingly.
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Exercising objective judgement on the business affairs of the agency, independent from management but with
sufficient management information to enable a proper and informed

1 Ensuring that the agency is and is seen to be a responsible corporate citizen by having regard to not only the
financial aspects of the business of the agency but also the impact that the business operations have on the
environment and the society within which it operates.

Identifying and monitoring non-financial aspects relevant to the business of the agency
Ensuring the integrifRgporbf the agencyds Annual
Evaluating the performance of the Chief Executive Officer.

Together with the CEO evaluating the performance of the  Board Secretary; and

Reviewing and evaluating the adequacy of the Board Charter.
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I n terms of the Boar do6s Charmersaniarg the ChieflErecutivie Officer heldnbigaterdlo a r
meetings at least once each month.

Board Sub-Committees

The effectiveness of the Board is assured by the work of five (5) duly appointed sub-committees, which assist the Board
with its performance of tasks in order to comply with the principles of good governance and ensure adequate levels of
oversight over key CHDA operations.

1) GOVERNANCE COMMITTEE

The Governance committee is an independent advisory committee of the Board and is established to assist CHDA
board to manage governance and compliance affairs of the agency. The committee therefore supports the board in
implementing its oversight responsibility by being made up of all sub-committee chairpersons and the Board
chairperson.




2) AUDIT, RISK AND ETHICS COMMITTEE

The audit, risk and ethics (ARE) committee is an independent advisory committee of the Board and is established to
assist CHDA board to manage risk and financial affairs of the agency. The committee therefore supports the board in
implementing its oversight responsibility by overseeing and reporting to the board on:

A The quality and integrity of the agencydés Annual Fi

A Compliance with regulatory, legal and tax requirements

A Implementation of accounting policies Overall risk management

A Independenta u d i bpiniorss and measures for improvement, and

A The performance of the internal audit function and systems of internal control

The committee convenes on a quarterly basis as required. The committee performed well and conducted all the
necessary reviews and approvals for the year under review.

3) HR, REMUNERATION and ETHICS COMMITTEE

The HR and Remuneration committee (HRR) assists the board in fulfilling its obligations and oversight responsibility for
human resources strategies. To this end the committee advises the board on:

1 Ensuring the agency has an effective organizational structure and competitive human resource and
compensation policies and practices

1 Ensuring appropriate processes are in place for selection, evaluation, compensation and succession of senior
management

i Oversight of the i mplementation of the agencyds p

1 General administration issues as they affect all staff

The committee convenes on a quarterly basis as required. The committee performed well and conducted all the necessary
reviews and approvals for the year under review.

4) FINANCE AND INVESTMENT COMMITTEE

The FI committee was established to assist the board in giving effect to the obligations of the CHDA in terms of the
mandate and service level agreement (SLA) as entered into with the CHDM, or shareholder.

The key deliverable is to promote sound financial management, investment and revenue generation in support of
agency mandate.

The committee convenes on a quarterly basis as required. The committee performed well and conducted all the
necessary reviews and approvals for the year under review.

5) PROJECT and DEVELOPMENT COMMITTEE

The PROJDEV committee was established to assist the board in giving effect to the obligations of the CHDA in terms
of the mandate and service level agreement (SLA) as entered into with the CHDM, or shareholder.

The key deliverable is to promote service delivery and programing performance in line with the strategy of the CHDA,
as aligned to the SDBIP and IDP of the CHDM. The committee serves to assist the board in identifying high impact
strategic programmes, as well as the programming performance of the agency in meeting in strategic objectives.

The committee convenes on a quarterly basis as required. The committee performed well and conducted all the necessary
reviews and approvals for the year under review

Board Remuneration

The composition of the Board reflects a variety of skills and experience that are required to govern the CHDA and provides the
much-needed strategic direction to take the entity to the next level. Amongst these skills are: Accounting, Auditing and
Municipal and Development Finance, Strategy, Human Resources Management, Agricultural Economics, Economic
Development, Performance Management and Risk Management,

Some of the members have to take time from their own private practices and full T time employment in key positions, in order
to support the agency, and this comes at a cost that cannot easily be matched at times. Failure to recognise this fact through
narrowing the gap between revenue streams might compromise the quality of Board members that the CHDA is capable of
attracting. The Board thus comprises of highly committed members who are capable of engaging meaningfully with the
activities of the agency at a strategic level and provide the necessary guidance to management.

Remuneration made to Board members during the period 2021-2022 is as follows:

2022
Directars' faes  Commitiess Tatal
faes

Adv_ A Minl [Board Chalrparson) 175,000 175,000
Dr. M Khewl 35,000 35,000
Mr. & Hala 255,455 255,455
Mr. G Oobywa £0,000 0,000
Mr. L Mbokotha 135,000 136,000
Mr. M Sigahbi - -
Mr. P Songo 6,000 26,000
Mr. R Ramabuana (Deputy Board Chalrperson) 221,000 221,000
Mr. & Mogwala 35,000 35,000
ME. B Fants) 40,000 40,000
Ms. F Mushohwe 75,000 76,000
M. W Matsiiza 50,000 50,000
Ms. Z Kiviat 157,000 - 157,000
Ms. A Kretzmann - 25,000 25,000
Mir. MK Mafan| 44 000 44,000
Mr. & Rich 0,000 0,000
Mr. AM Langa - 148,000 148,000

1,266,455 277 000 1,543 455

Table 1: Schedule of Directors Fees _ 2021-2022

Board Evaluation and Performance

Although individual board members are appointed on a 3-year term, performance evaluations of the board as a whole and of
individual members are conducted on an annual basis.

The Chairman of the Board appraises the shareholder on the performance of the Board and its individual members annually,
and the efforts of the Board are reviewed as a whole by the shareholder. No performance reviews were conducted for 2021.

Board Training and Development

During the year under review, there was two training session held on IT Governance and Ethics, buy the IODSA.

Executive Management

During the year 2021-2022, the CHDA was managed by the 3 executive members:
Zolile Duze - Chief Executive Officer (resigned end April 2022)
Andrew Hlubi - Chief Financial Officer (terminated end May 2022)

Nomveliso Nyukwana - Executive Manager Operations




Nomveliso Nyukwana - Executive Manager Operations

Nomveliso is the programme and head of operations (EMO) at the Chris Hani Development Agency, appointed 1 July 2020,
after serving as the agency's Project Manager: Special Projects since April 2019. Nomveliso hasover 10y ear s 6 e xp
the field of education, with municipal and local government experience from 2006 to date.

Previous positions before joining CHDA include PR Councillor and Mayor for Emalahleni Local Municpality, with a vast
number of years as senior education specialist for the EC Department of Education.

Nomveliso hasa ma s t degréesin Public Management from the University of Fort Hare, with postgraduate certification in
Education from the University of Port Elizabeth.

During the last quarter of 2021-2022, two senior positions were occupied by acting resources:

Mr Abongile Hala resumed acting as Chief Executive Officer as an appointed member of the CHDA Board of Directors, and
Ms Flicker Tiso commenced acting as Chief Finance Officer.

Executive Remuneration

Remuneration made to Exco members during the period 2021-2022 is as follows:

Remunaratien of Chisf Executive Officar

Left to right: Mr Andrew Hlubi (Chief Finance Officer), Mr Zolile Duze (Chief Executive Officer), Mrs Nomveliso Annual Remunaration Insuding social contibution 1,474,266 1,783,321

H H Peffmance Sonuses
NyUkwana (Executlve Manager Operatlons) Contributions o UIF, Medical and Pension Funds 105,514 126,058

1,573,800 1311375

Zolile Duze - Chief Executive Officer *The position of Chief Exacutive Cficer [CEC) becama vacant on 1 Aprl 2022. CHO# Board approved secondment of @
board membsr o act In position of Chiel Execulive OMcer dunng the period under review. The resuling remuneraton from

Mr Duze is currently employed as the Executive Manager Operations (EMO) at the Chris Hani Development Agency, he acling hac been Meclosed wnder boar feet / & re emaluments.

after a few years as General Manager at GFADA. He is a4 Remuneration of Chisf Finance OMcer

developing small scale farmers through market linkages, capacity building and skills development to commercialize ARNual REMUNSraton INCiLding S0cial Coninoution 1054081 1137656

their farming operations. Peromance Sonuses - -
Contributions to UIF, Medical and Penslon Funds 118,151 120,108

He participated in the land reform programme restructuring and support in the Free State, KwaZulu Natal and Limpopo 1,212,242 1.257.764

Provinces, through resource mobilization from Public and Private Sector partners. He has served as a Ministerial S on of Chist Finance " rme varant on 1 Jume 22, seciiing from inkesmal mseipe

Trustee in the Sorghum Trust National Agricultural Marketing Council, Essential Oils Incubator Programme, South processes. An acing Incumbent was appoinied In the period 19 September 2021 o 3.;.5'4“-,5 2022, 3nd the m

African Grain Information Services (SAGIS) and the Transformation Committee for Winter Cereal Trust. allgwance has been disclosed UNGEr eMPIOYee COSIS.

. . . . . Remuneration of Executive Manager Operathons
He holds an Honours Degree in Agricultural Extension and Rural Development from Tshwane University of

Technology, an Advanced Management Programme (MAP) from Wits Business School, National Diploma in Farm Annual Remunaration Inclueding social contnioution 1.137.538 1,137,558
. . . Perfmmancs Sonuses - -
Management from Fort Cox College of Agriculture and Forestry, and a CPMD from Wits Business School. Controutions to UIF, Medical 3nd Pension Funds 98,4098 89,625

1,238,085 1,227,281

Andrew Hlubi - Chief Financial Officer Table 2: Schedule of Executive Director Earnings — 2022
Andrew is the Chief Financial Officer (CFO) at the Chris Hani Development Agency, appointed 1 July 2020, and he has The plan comprised of 20 deliverables for the year across the 7 key areas above, and the plan was
overl5ye ar s 6 e xipreuni¢ipalfiramece. Previous positions before joining CHDA include: Municipal Manager at tracking well at the end of June2019:

Mafube Local Municipality, and Chief Finance Officer appointments for NAFCOC and USASSA.

Andrew has ab a ¢ h e dlegreednsAccounting from the University of the Orange Free State, a certification in Municipal _ _
Finance and Management (CPMD) and the Management Advancement Programme (MAP) certificate by Wits \ 75% (15/20) items in the HRM plan due by the end of quarter 4 were completed
University. \% 15% (3/20) items in the HRM plan were in progress / partially completed, and
\% 13% (2/20) items showed no movement.

The items not finalised will be carried over to the HRM plan for 2019-2020.
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Corporate Services and Administration

The CHDA considers its staff to be an important recourse in its being able to deliver on its mandate. As such, efforts
have been made in the 2017-18 financial period to create a better environment for staff, allowing them to be more
productive, and better capacitated. The agency does not have a stand-alone Human Resources unit, or line function.
The function therefore sits with the Office of the CFO, as a support function, given the size of the organisation, and
number of its employees. The HR function is managed on a day-to-day basis by the Finance and Administration
Manager.

Human Resources Management Plan

The agency developed its HR plan for 2020-2021 in the first quarter, as a basis of carrying out the HRM function for
the year. The plan covered:

1. Organogram: Alignment of the HRM function to strategy (organisational structure / form must support
purpose)

Implementation of the organogram to support strategic objectives (termination and appointments)
Leadership over HRM administrative functions (payroll, statutory returns)

Compliance with HR legislation (policies, equity, risk management)

Staff training and development

Staff performance management, and

Staff wellness and employee satisfaction

Staff training and development
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Staff performance management, and
7. Staff wellness and employee satisfaction

The plan was not completed or fully actioned, due to budget challenges and other operational matters,
resulting in a below 100% completion by end June 2022. Key challenges were the finalization of the
organogram and critical staffing of priority positions, as well as delays in review of HRM policies, which will
be carried forward to the next financial year.

Employee Remuneration and Benefits:

In an attempt to attract and retain talented employees, the Board approved the implementation of the TASK grading
system in the remuneration of employees from September 2015. The TASK system was implemented, but reserved for
formally employed employees, and excludes interns and contract positions, whose remuneration is aligned to the parent
municipality.

The structuring of the TASK system to remunerate employees was aligned to the Provident Fund and Medical Aid benefit
systems, which were implemented from April 2015, with employee cost-to-company packages being restructured to
incorporate basic, travel and cell-phone allowances where applicable, and contributions to a 13t cheque.

The total of 100% budgeted for staff budget was expended, and allocation of employee costs for 2021-2022 can be
summarised as follows, where the closing balances of R21.3 million exceeded the R19 million expenditure incurred in
previous financial year. As a result, employee costs were one of the key cost drivers of the agency in the year under
review.

Figures In Fand 2032 2021
13. Employss related costs
Salaries and wages-CTC 17,536,207 13,191,075
Medical ald - company conirbutions Bas,021 808,537
Statutory UIF levies 32,365 81,826
WCA 47,520 13,520
5DL 28,878 76,809
Leave pay proviskn charge 320,630 847,837
Defined cantribution plans 1279,118 1,320,018
20,370,333 21,340,522

The summary indicates that employee costs still remain the highest cost driver of the agency’s operational
budget. Plans are in place to conduct a job evaluation and salary re-grading project in 2022-2023.

Employee Health and Wellness:

The CHDA also implemented a shared services agreement with the CHDM on employee wellness. This included a
wellness day expo for staff held in November 2020, where the CHDM supported the agency with stalls on various health
topics, ranging from marriage and family, HIV-Aids and Sex-Education, through to Substance Abuse, Grief Counselling
and Stress Management, over and above social work and counselling service for employees.

During the year under review, the agency did not encounter challenges from employee sick leave balances being
depleted, or overused, due to illness, work i related stress, or abuse of sick leave.

Grievances and Disciplinary Procedures:

The agency has a grievance and disciplinary policy in place. There were no grievances lodged with management
during the period under review.

The agency commenced disciplinary action against two employees involved in non-compliance to agency code of
conduct. The agency commenced establishment of an employee representative forum, as well as an employee
satisfaction survey, to help improve HR related issues in the organization going forward




Organogram:

The agency conducted a review on its organogram. The Agency closed with a 32% vacancy rate at end June 2022 due
to delays in filling of key priority positions, as well as exits in the key management personnel of the agency.
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Supply Chain Management

During the year under review, the CHDA experienced challenges on internal control weakness on Supply Chain
Management activities, which resulted in irregular expenditure. There was a sizable expenditure of over R30million on
infrastructure implementation expenture, which led to the audit opinion with the AGSA. This item is being processed
internally and with applicable stakeholders in line with Section32 provisions of the MFMA and are being monitored as
part of the agency Post-Audit Action plan.

ICT Governance
Governance Methodology and Focus

The CHDA has embarked on its third year of ICT governance in 2021-2022, in line with the establishment of an ICT
Steering Committee in 2017-2018. On an annual basis, the committee develops an ICT plan for implementation of
ICT activities during the year. Effective ICT governance is the process of identifying significant risks to the
achievement of the organisation strategic and operational objectives and ensuring that the ICT function in the
organisation supports the realisation of strategic objectives, as ICT is a business enabler. Key aspects of effective
leadership over ICT include:

1 ICT governance and compliance with applicable legislation, ICT security management, ICT user
account management, ICT system change management, ICT service continuity and disaster
management and recovery, ICT infrastructure and physical and environmental controls

The ICT governance is based on best practice and aligned to:

1) Corporate Governance of ICT Policy Framework (CGICTPF)

The Department of Public Service and Administrationos
(CGICTPF) as adopted by the South African Cabinet on 21 November 2012. The Framework requires departments to
implement the corporate governance of ICT (CGICT) and Governance of ICT (GICT) as an integral part of its
corporate governance arrangements by March 2015. This requires that organisations:

1 define, establish and align the IT Governance framework with the overall enterprise governance and control
environment (Strategic Alignment, Value Delivery, Resource Management, Risk Management, and
Performance Measurement)

1 base the framework on a suitable IT process and control model and provide for unambiguous accountability
and practices to avoid a breakdown in internal control and oversight

1 confirm that the IT Governance framework ensures compliance with laws and regulations and is aligned with,
and confirms delivery of the enterprisefs strategi
issues

2) King Code of Good Governance

King 3 & 4 paragraph 5 of principle 5.1 Ilahdtheastsategicnanc e
importance of IT, assume responsibility for the governance of IT and place it on the board agenda. IT governance is
on the Board agenda and i s diThisislmestdode bg makiegwswe thyat tiedaand d m
operates with IT governance in mind:

1 ensuring IT is on the board agenda.

T challenging the management s activiti esunooveteth r ega

1 guiding the management by helping it to align IT initiatives with real business needs and ensuring that it
appreciates the potential effect on the business of IT-related risks.

9 establishing an IT strategy committee with responsibility for communicating IT issues between the board and
the management; and

1 Insisting that there be a management framework for IT governance based on a common approach, for
example, COBIT.

Implementation of Approved ICT Strategy

The annual ICT plan is based on an ICT risk assessment conducted at the start of the year. Clear action plans are
developed covering each ICT focus area, and these are tracked on a monthly and quarterly basis, resulting in an
overall 100% implementation of the ICT plan for 2021-2022. There were no major ICT projects implemented during
the year.




PART 9:  ANNUAL FINANCIAL STATEMENTS

Picture: Infrastructure Implementation Support on Water Projects
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