JOHANNESBURG
DEVELOPMENT AGENCY
(SOC) LIMITED

IN TERMS OF SECTION 121 OF THE MUNICIPAL
FINANCE MANAGEMENT ACT (2003) AND
SECTION 46 OF THE MUNICIPAL SYSTEMS ACT
{(2000)

IN TERMS OF SECTION 121 OF THE MUNICIPAL
FINANCE MANAGEMENT ACT (2003} AND
SECTION 46 OF THE MUNICIPAL SYSTEMS ACT
{2000}

Q2 PERFORMANCE REPQORT

2022/23
OCTOBER 2022 TO DECEMBER 2022




Johannesburg Development Agency: Building a Better City of Johannesburg

Registration number; 2001/005101/07
Shareholder / Municipality: City of Johannesburg Metropolitan Municipality
Directors: L Brenner (Chairperson)

M Malinga

SN Marota

A Dreyer

L Matshidze

D Thwala

C Whittle

N Ntingane

P Raphalalant (Resigned on 10 August 2022)

5 Moonsamy (Chief Financial Officer)

M Mongane (Chief Executive Officer Appointed on 5 August 2022)

Registered address: 3 Helen Joseph Street, Newtown, Johannesburg
Postal address: PO Box 61877, Marshalltown, 2107

Telephone number: +27 (0) 11 688 7851

Woebsite: www.ida.org.za

Bankers: Standard Bank of SA Limited

Auditors: The Auditor-General of South Africa

Company Secretary: Hasani Rodney Shirinda

JDA Vision

Building a more welcoming, competitive, and resilient Johannesburg that is a better city to live, work and play
in.

JDA Mission

To plan, implement, manage, and facilitate area-based developments in efficient, equitable, sustainable, and
innovative ways

JDA Values

Accountability: To its shareholders, Board, and key stakeholders

Innovation and creativity: Promoting an environment of fast-tracked decision-making and broader financial
leverage, within which developments are planned, led, managed, and implemented

Responsiveness: To market forces, operating where it can make a difference, in locales and sectors where
shareholders and their partners have a concentration of assets and expertise

Results-driven and stakeholder-focused: With a ‘user friendly’ approach

Seeking to empower: Through progressive procurement and work practices

Johannesburg Development Agency: Q2 Performance Report 2022/23 Page 2



lohannesburg Development Agency: Building o Better City of Johanneshurg

APPROVAL
Mr Siyabonga Genu g 24 July 2023
Name & Surname Sigrature Date of approval
Acting Chief Executive Officer :
Mr. Sihle Mkhize o _9/.&{3((_»— 24 July 2023
Name & Sumame Sighature Date of approval
Acting: Chief Financlaf Officer !
Ms. Daliwe Oliphant - 26 July 2023

Mame & Surname
Chairperson of the Board

Ms. Eunice Mgcina.

Date of approval

08 August 2023

Name & Surname ' Signature
MMC: Development Planning

Date of approval _

Johannesburg Development Agency: Q4 Performance Report 2022/23

Page 3




Johannesburg Development Agency: Building o Better City of Johannesburg

CONTENTS

CHAPTER 1: JDA LEADERSHIP AND CORPORATE PROFILE ..ottt eree et eseeeeent e eet e e e s e eesees e 6
SECTION 1: CHAIRPERSON'S FOREWORD .......uuecmrmrerieresesisseeeeeerosresssasssessss s e s esos s eeseeeeeeseeeeeeeeeeeeeses e 6
SECTION 2: CHIEF EXECUTIVE OFFICER’S REPORT .....ooovtcecaceemmeeoeeeessres s oo e eeeeeeese e seeeeoes 7
SECTION 3: CHIEF FINANCIAL OFFICER’S REPORT .....oovmvvunceaeesetaieeeessseesesssesss s s oo oo oo eoeeeeeseeee oo 10
SECTION 4: CORPORATE PROFILE AND OVERVIEW ........oooeoceeeeeeeeeereseseseessees s s e eoeeeeeeeeeeoeoee 12

SECTION 5: STRATEGIC GOALS AND OBJECTIVES P OO 1 |

SECTION 62 SALIENT FEATURES.......oouueeciicrenmeaamassestnsseosiosessessssseseseeeseessssssssseeseses s s eseeee e eseeeseeeeseeeeeses s 20
CHAPTER 2: CORPORATE GOVERNANCE..........coveummtrtrnraiteceesrisseseeeeseseesseeeesessssessses st e eeeeeeeseeeeeeeesesoe s 21
SECTION 1: CORPORATE GOVERNANCE STATEMENT .....o...ooeeiitieceonereeseeeseessee s oeeoeseeoesesseeesee e e 21
SECTION 2: HIGH-LEVEL ORGANISATIONAL STRUCTURE ..........ovooeveeeeeerees oo eeeeeeoeeeeeeeoeeseeeeeeeeeeeeeesee oo 33
SECTION 3: RISK MANAGEMENT ....c.oueiueeemciemmmitesseemastseseeesseeseseseeesstess e ee e ee st s e s eeee e e eseeseens 34
SECTION 4: ANTICORRUPTION AND FRAUD .....ouvuuttreremeetons st s eeeeeeees e tes st eeeeeeeeeeeeeeeeeeesesee e 36
SECTION 5: ICT GOYERNANCE .............ccoottureennriesionne oo e e toerbo b b Teoti e B T ool 39
SECTION 6: COMPLIANCE WITH LAWS & REGULATIONS ........ocvveceneeeemeeeseeseeeeeeeseeeee oo oo oo 40
SECTION 7: CORPORATE SOCIAL RESPONSIBILITY (CSRY REPORT .....o.eoeeoeeeeeeeeeee oo 42
SECTION 8: SUSTAINABILITY REPORT ....cocuvmuerarrarmmaeisssssseeeeesesssemssesssesese s sseseseeseesss s eeeeeeeseeseeeesseese 43
SECTION S: INSURANCE CLAIMS AGAINST/TO MOES «..o..voeeiseeeeeeeeee oo s e eoeseeeeseeeeesee e 45

CHAPTER 3: SERVICE DELIVERY PERFORMANCE OO PO U SRRSO -1
SECTION 1: HIGHLIGHTS AND ACHIEVEMENTS .......oouiutitimiieseteeeeesseessesssseess e s eeee e s seeeeeeeseeeeeeeeeeeeeeeee 46
SECTION 2: SERVICE DELIVERY CHALLENGES...........cvuuiuiesueessetseseeessseessesssesessseseseeesseeess s e e oo eeeeeeeeeeeen. 49
SECTION 3: PROGRAMMES, PROJECTS AND DAY-TO-DAY (O EERAT® [N SEr meete § ) S-S 8 6. S ci)

SECTION 4: PERFORMANCE AGAINST SERVICE STANDARDS .........oooveeeeeeeeeee oo e 51
SECTION 5: CAPITAL PROJECTS & EXPENDITURE w...ccocceoems et seese e ees st e eeeeoeeeeeeeee s 51
SECTION 6: ORGANISATIONAL PERFORMANCE ......coocvoceeees oot ees e e oo oo 52

6.1. PROGRAMME EXPENDITURE .......ccotiviueinetneeetssinstssesesesasemeeresssesmes e sees s ee e s e eeeeeeeeeee oo 65

6.2. ECONOMIC DEVIELCRMERNI=== s e . B B e B S ) R

6.3. GOOD GOVERNANCE, MANAGEMENT AND ADMINISTRATION v.vvveeereeeeesoeeesoeeoeoeeoeeoeeoeeoeoeooe 72
CHAPTER 4: HUMAN RESOURCES & ORGANISATIONAL MANAGEMENT ........ovoeeeeoeeeeeeeeooeeooeeoeeoeeeooooeooe 73
SECTION 1: HUMAN RESOURCE MANAGEMENT .....c.vuiuuitaiseeeeemeesesssssessssses e e seeeeeseoeseeeoeeeeeeeeeeeee 73
SECTION 2: EMPLOYEE REMUNERATION (TOTAL COSTS INCLUDING EXECUTIVES) .....oveceeeencecirseveennnenieas 74
SECTION 31 KEY VACANCIES .......oo.itoeeceer st saessees s st eeeeseesoseses st es s e e s oo ees e s eeeeeeeee oo 74
SECTION 4: EMPLOYMENT EQUITY.......cvcirimeemnrumenmsesis st eseseeeeessese e st s e e e ssoee e 76
SECTION 5: SKILLS DEVELOPMENT AND TRAINING ...o.vvocveeomeeeeeeee et et eeeeeeeeee e 78

SECTION 6: PERFORMANCE MANAGEMENT O TSRS URTRRY £ *
SECTION 7: DISCIPLINARY MATTERS AND QUTCOMES...........voeeeeeeeeereeeeeeeees et oeeeeeeeee e e e 79

Johannesburg Development Agency: Q2 Performance Report 2022/23 Page 4



Johannesburg Development Agency: Building o Better City of Johannesburg

SECTION 8: LEAVE AND PRODUCTIVITY MANAGEMENT w........comuietieecneeeeeene e esseesseesees s oeeeonn. TG
SECTION 9: EMPLOYEE WELLNESS .......comiremeeecenemrmanitiine ettt eeseseseseeces e sesses e st es s oo e e 80
SECTION 10: EMPLOYEE BENEFITS .......ocuuriuceiieicetitisssessesessssseeeeerseessesassesssessesseeeeeeses s e eeeeeeeesseeseeeeeeeme 81
SECTION 11: OCCUPATIONAL HEALTH & SAFETY PROGRAMMES........ooveeeeveereeseeeee s ossssesesesesssssss e 81

CHAPTER 5: FINANCIAL PERFORMANCE ..........comvimieruimnrestsseceecmeeesensemoeseseseseee s s sseseeses s esesseeeeee e seseeenn e, B2
SECTION 1: STATEMENT OF FINANCIAL POSITION AND HIGH-LEVEL NOTES ver.evvoeeeeeeoeooooeeoeeoeeoeeeoeooeo 82
SECTION 2: STATEMENT OF FINANCIAL PERFORMANCE AND HIGH-LEVEL NOTES -..voeoeeeeoeeeoeooooo, 84
SECTION 3: CASH FLOW STATEMENT .....ccoivnimremrmnrrnrnsessansessesesesessssssesseessssssseeesessesssssesssssesssssesssseeseseeeessee s, 85
SECTION 5: RATIO ANALYSIS OO PO RO U SO RSURURRURY . 7

SECTION 6: SUPPLY CHAIN MANAGEMENT.....ccvuicmieetiitessissssseteseseseeeseessessesssesseses e ees e eeee e eeeeees 88
SECTION 7: PENDING LITIGATIONS AND POSSIBLE LIABILITIES .....ovoveeeeeeeeeeee oo, 92
SECTION 8: INSURANCE CLAIMS AGAINST/TO MOE/DEPARTMENT. c...oeoeoeeeoeeeeeeeeeseeeeoeeeoeesoeoeeeeoeeeeeoon 96
SECTION 9: STATEMENT ON AMOUNTS OWED BY AND TO GOVERNMENT DEPARTMENTS AND PUBLIC

ENITIES ............ SEESRCRINL L ... S S T s R 97

CHAPTER 6: INTERNAL & EXTERNAL AUDIT FINDINGS QNI R b R e A AR ke S
SECTION 1: PROGRESS ON INTERNAL AUDIT PLAN ......ocvoieeuiianceee st eee s ess s e eteseeeeeeee e 100

SECTION 3: PROGRESS ON RESOLUTION OF EXTERNAL AUDIT FINDINGS 31enremrensse st oo RSN (1)

SECTION 4: STATE OF INTERNAL CONTROLS .......ocuetmceeeenrereesessssssseeeeemesesssesesessss e sseess et e s e eeeeee e 102
ANNEXURES...........- SEEEEEC L .. 0 S 0 . ar........ 2, 4 & e S 103
ANNEXURE 1: ACRONYMS AND ABBREVIATIONS ....couvuerursierriaeseneets aesessssssssesees o stessseess s essesseeeeeessesesens 105

Johannesburg Development Agency: Q2 Performance Report 2022/23 Page 5



Johannesburg Development Agency: Building o Better City of Johannesburg

CHAPTER 1: JDA LEADERSHIP AND CORPORATE PROFILE
SECTION 1: CHAIRPERSON'S FOREWORD

The second quarter presented the entity with challenges mainly as a result of the curtailed liquidity of its client
entities. This impacted negatively on the performance of the entity. The Board continues with the process of
recruitment of senior leadership as this will provide the entity with the critical building blocks for its future
operations.

Through this Report the JDA seeks to comply, track progress against the targets set in the Scorecard and analyse
the second quarter performance for 2022/23 financial year. In the context of the financial constraints and service
delivery challenges encountered, the Board takes note of the decline in the Agency’s overall performance when
compared to the 1* Quarter Performance. The JDA’s performance is contained in the 2™ Quarter performance
report below, and the key highlights are contained in the Chief Executive’s Report.

The Board recognises that, Management has identified challenges that resulted in the targets that were not
achieved and established interventions. Within its mandate, the Board will continue to monitor the Agency’s
performance in the subsequent guarters and ensure that Management implement interventions aimed at
improving performance. The Board wiil continuously exercise oversight because the central point is that, good
performance and conducting the JDA’s affairs with integrity is key towards ensuring that the public and the City of
Johannesburg has confidence in its work.

I would like to express gratitude, to the MMC and Col Sharehalders Unit for their continued support. Thank you
to my Colleagues, fellow Board members for their contribution and to Management for their continued
comn}itment.

Uiorel Bresiner
Board Chairperson
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SECTION 2: CHIEF EXECUTIVE OFFICER’S REPORT

The second quarter of the 2022/23 financial year presented the JDA with an unpreceded set of challenging
circumstances. The second quarter, covering the period from 1 October 2022 to the end of December 2022,
presented the JDA with turbulent times comprising challenges ranging from: Governance and Strategic
Uncertainty with Changes in the Political Landscape; The City’'s Cash Flow Challenges and the Impact thereof
upon JDA; Work stoppages and Strikes by Service Providers at JDA on a Weekly Basis; Strikes and Industrial
Labour Actions by the Union and Employees at JDA. Subsequently, the JDA has since been faced with numerous
challenges of mammoth proportion given that many of these external pressures continue to prevail and may not
be going away anytime soon.

Challenging Business Context:
During the month of October 2022, following changes in the political landscape, the City of Johannesburg issues
the following directives which would then affect strategic and governance continuity:
* All strategic sessions, including the Board and Sub-Committee meetings across the City of
lohannesburg, are put in abeyance until further notice.
*  All major strategic and programme management decisions that involves or maybe required from the
Executive and Senior Managers be placed in abeyance pending the advice from the Shareholder.
*  The implementation of all Board and/ Board Committee declsions taken in September 2022 and those
that relates to item 3 above should be postponed pending the new directive by the Shareholder.

Subsequently, the annual Strategic Planning Session and the respective planned Board and Subcommittee
meetings could not take place as planned thus placing the organisation in corporate governance limbo during
the said period.

On 07 December 2022 labour, led by the respective union, staged a go-slow along with a strike from the JDA
offices to the City Manager’s Office. Employees, as represented by the union, had rejected the Board’s resolution
pertaining to the adjusted 41% pro-rata Employee Bonus Pay-Out, thus demanding the full Employee Bonus Pay-
Out in line with the individual scores. The negotiations were later resolved.

Furthermore, during the second quarter, the City had begun to face what it referred to as a Cash Elow mismatch.
The City’s Cash Flow Challenges meant that invoices submitted by the JDA’s service providers could not be
settled. The City of Johannesburg’s entities, such as the IDA, were unable to fuifil the payment obligations to
their Service Providers, as these projects are funded through the City’s Coffers. This would inevitably have dire
consequences and implications on the business of JDA.

First, this would subsequently lead to service providers (contractors/consultants) drowning tools and
subsequently suspending work on the ground due to non-payment’s of invoices. In addition, other implications
would include: Potential cases of Fruitless and Wasteful Expenditure; Threats of Legal Actions (Letters of
Demands); Extensive Project Delays; Unmet KPI’s Targets thus delaying Service Delivery; Strikes by Contractors
and SMME’s; Threats of Violence and Intimidation on IDA Officials and Management. All of these issues have
since transpired.

During the month of December 2022, and as outiined in the communication letter dated 5 December 2022, the
City’s Technical Budget Steering Committee determined a need to rebase the current 2022/23 City’s budget by
a total of R8,5 billion. As part of City’s Financial Rebasing exercise, the IDA was directed to reduce its operational
budget by a total of R10 744 000 for the current financial year - 2022/23,

Accordingly, the JDA has developed a Management Action Plan in response to the City’s Cash Flow challenges.
In its core, the Management Action Plan is founded on two key pillars, namely: “a close monitoring and
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management of projects against the respective conditions of contract” as well as “a close monitoring and
management of funds and invoices on a continuous basis”. Granted, the JDA is also working on a review of its
Business Model to expand its revenue streams and to increase its client base, however this is a Medium to Long
Term Plan (3 to Syr). Therefore, the immediate solution to this challenge at hand (i.e. the City’s Cash Flow
challenges) can only come from the City itself at this point. According, JDA is in constant discussions with the
City in this regard.

Organisational Performance Highlights and Challenges:
Regarding performance against the JDA’s 16 Strategic KPI's, the JDA delivered 44% KP! targets achieved, 18% KPI
targets were partially achieved, and 38% KP{ targets were not achieved.

It is worth noting that a KPI target is regarded as achieved when a score of 95% or more is met, Therefore, if an
organisation were 1o score 94% on all its KPI Targets, this would mean that the organisation achieved none or
0% of its KPI targets, if we only consider the “Number of KPI Targets Achieved”. However, this would also be
equivalent to a 94% “Overall Average Score”. Subsequently, this phenomenon highlights the need to consider
both the “Number of KPI Targets Achieved” along with the “Overall Average Score” in order to appropriately
perceive a more holistic two-dimensional view of the performance, in accordance with the principle of
transparency. Even so, we would want both the “Number of KPI Targets Achieved” and the “Overall Average
Score” to be as high as possible.

To this end, the “Number of KPI Targets Achieved” was 7 out of 16 (44%). There are nine (9} KPI's that were
directly and indirectly affected by the respective challenges as outlined in Section 2. Details pertaining to these
non-achieved KPI Targets are unpacked and analysed in the Q2 Performance Report 2022/23.

Human Resource Highlights and Challenges:

In view of the current business climate and the ever-increasing need to strengthen the organisation’s strategy,
it is worth noting that the vacant position of Senior Manager: Strategy, Performance, Risk & Administration was
filled on 01 December 2022,

As previously reported, the former CFO {Ms. Sherylee Moonsamy} resigned from the JDA on 26 September 2022
and left office during the course of the second quarter. Subsequently, an Acting CFO (Mr. Sihle Mkhize) has since
been appointed. Arrangements are well underway in an attempt to urgently fill this vacancy. The Campany
Secretary’s contract ended on 30 November 2022, an extension of three (3) months has been granted, from 01
December 2022 to 29 February 2023, with the same working conditions. The Executive Manager: Corporate
Services contract is due to end on 11 March 2023. These contracts are on a five (5) year fixed term basis and
there is no automatic renewal. The normal recruitment process for these positions has begun.

Financial Performance Highlights and Challenges:

The City's Cash Flow challenges affected JDA as follows. At first, for a period of over four weeks (during the
month of October 2022) in the second quarter, invoices were processed accordingly by JDA and the respective
Clients Departments, however the City simply did not have the funds in terms of actual cash in the bank to
honour payment of invoices by transferring the full amounts to JDA on a weekly basis as per the estahlished
procedure. Therefore, during that period none of the invoices were paid out. Thereafter, the City began to
provide a small proportion of the required amounts in this regard. On average, the projected weekly
requirements at JDA to fully meet all the approved invoice payments is approximately R60mil, however the City
had only been able to transfer approximately R7mil on a weekly basis. This has thus resulted in a large backlog
of unpaid invoice.

Subsequently, the City’s Cash Flow challenges produced an enormously adverse rippling effect on JDA’s financial
activities, and this is clearly seen through the JDA’s dismal quarter 2 financial performance. The City’s entities,
such as the JDA, have been unable to fulfil their respective payment obligations to their service providers
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{including contractors and consultants), given that these activities are funded through the City’s coffers. The
non-payment of invoices thus affected JDA’s Capital Expenditure (Percentage of budget spent on city-wide
infrastructure) along with its Revenue given that JDA generates revenue by charging Management Fees on
capital projects. Consequently, this also affected the percentage of valid invoices paid within 30 days of invoice
date.

Actual capital expenditure for the quarter under review was R386 million against a budget of R505 million. This
represents 76%% achievement of the quarterly budgeted target and 26,7% of the overall annual budget against
a target of 34,9%,

Y

Mokgelsa Mongane
Chief Executive Officer
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SECTION 3: CHIEF FINANCIAL OFFICER’S REPORT

The JDA has always been a unique organisation with a funding model that is highly dependent on the capital projects
that are implemented on behalf of its client departments. Over the years there have been fluctuations in the capital
project budgets implemented by the JDA and our operational requirements have to be just as nimble in order for us to
remain financially sustainable.

For the six months ended 31 December 2022 the JDA had earned total revenue of R46.5 millien (2021/22: R45.4 million)
and incurred total expenditure of R70.5 million (2021/22: R48.1 million} which resulted in an overall deficit of R24. million
{2021/22: Deficit of 2.7 million).

The organisation achieved 75% (2021/22: 74%) of the budgeted target for revenue. Included in the revenue target is
development management fees, operational grant. The development management fees are based as a percentage of
the overall capital expenditure.

The IDA incurred expenditure against the budgeted target for operational expenditure of 86% (2021/22; 78% overall
against target). The operational expenditure includes interest of R22.2 million that is charged on the JDA overdrawn
sweeping account. The overdrawn account is as a result of the late settlement of claims from the various client
departments

The breakdown of the actual operational expenditure against budget is as follows:

Table 1: Actual Operational Budget

YTD

Actual Prior year YTD Actual Variance

31 December
2021 R'000 R'000 R’000

Budget % of actual

against budget

Revenue R45,437 R46,559 R62,029 {R15,470) 75%
Operating costs (before R40,674

Operating costs ( { ) (R48,285) (RS8.425) | (R10,140) 83%
interest)

Interest expense (7,441) (22,292) {R3,604) (R18,688) 518%
Total operating costs T A (R70,577) (R62,029) R8,548 86%
surplus/{Deficit) (R2, 678} (R24, 018) (Rnil)

Actual capital expenditure for the six months ended 31 December 2022 was R386.4 million {2021/22: R416.8 million)
against an annual budget of R1.4 billion (2021/22: R1.4 billion). This represents 26.73% {2021/22: 29.39%) of the overall
annual budget. There are still various factors that continue to affect projects including peor contractor performance and
stoppages due to non-payment since COJ has cash flow problem, however, the basis of the 50% targeted capital
expenditure is based on a city wide performance indicator and not necessarily aligned to each project milestone and
progress.

The organization’s total assets exceeded the total liabilities. The total net assets at 31 December 2022 were R11million
(2021/22: R63.6 million).

The table below reflects the financial performance ratio of the organization for the period ended December 2022,

—
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Table 2: FINANCIAL RATIOS

Key Perforrmance Area

Actual 31 December 2021

Actual 31 December 2022

Current ratio Abovel:1 1.08:1 11

Solvency ratio Abovel:1 108:1 1.01:1
f::?:es to expenditure Below 60% = 7%

Revenue R30.8 million R45.43 million R46.56 million
f::;?::}ure (including R30.8 million R48.1 million R70.5 million
Surplus / (Deficit) R nil {(R2.68 million) {R24. million)
Total net assets R47.4 miliion 79.8 million 12, million
Capital expenditure 50% 29.39% 26.73%

The liquidity ratio is lower than last year quarter and solvency ratio is below than last year guarter and above to the
current industry norms. The main contributing factor to the overall variance in comparison to the prior year is the higher
receivables and lower loan to shareholder balance. Our major concern currently is the long outstanding balances owed
by the City departments to the JDA and the overall impact this has on the liquidity and solvency of the JDA.

The remuneration ratio is lower than the target of 60% this is due to some vacant position that are not filled and high
interest expense. The ratio is based on employee costs of R40. million over total expenditure of R70.5 million, which
results in 57% of the expenditure.

Sihle Mkhize CA [54]
Acting Chief Financlal Officer

31 December 2022

== — — = — —— — ——
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SECTION 4: CORPORATE PROFILE AND OVERVIEW

The JDA was established by the City of Johannesburg (CoJ) in April 2001 to initiate, stimulate and
support development projects and rejuvenate economic activity throughout Johannesburg. The
agency initially focused on applying economic development strategies to regenerate
underperforming neighborhoods, mostly in the inner city. However, this has evolved to focusing on
transforming Johannesburg into a resilient, sustainable, and livable city by developing transit nodes
and corridors.

Vision

Building a more welcoming, competitive, and resilient Johannesburg that is a better city to live, work
and play in.

Mission

To plan, implement, manage, and facilitate area-based developments in efficient, equitable,
sustainable, and innovative ways

Values
The key values that inform the work and approach of the IDA are:

*  Accountability: To its shareholders, Board, and key stakeholders.

® Innovation and creativity: Promating an environment of fast-tracked decision-making and
broader financiai leverage, within which developments are planned, led, managed, and
implemented.

" Responsiveness: To market forces, operating where it can make a difference, in locales and
sectors where shareholders and their partners have a concentration of assets and expertise.

®  Results-driven and stakeholder-focused: With a ‘user-friendly’ approach.

* Seeking to empower: Through progressive procurement and work practices.

Outcomes and challenges

The JDA's evolution into an area-based development agency has prepared it to respond to the objectives
as outlined in the Growth and Development Strategy (GDS). Under this model, the JDA takes on a more
central role in developing strategic capital works projects and establishing urban management
partnerships. Crucially, the model allows the JDA to mobilize development partners and other
stakeholders to sustainably achieve the common economic and social objectives defined for each area.
However, given the spatial, socioeconomic, and political environment i which the IDA operates, there
are challenges that affect area-based development and the JDA’s ability to facilitate common economic
and social objectives, i.e., the focus on developing resilient, sustainable, inclusive, and livable urban
areas in identified nodes and corridors.
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Political governance and accouniability

The JDA is accountable to the Department of
Development Planning and the Member of the
Mayoral Committee for Development Planning,
who exercises political oversight and to whom
the JDA submits compliance reports in respect
of its performance scorecard.

The JDA relies on the Department of
Development Planning for direction on its
contractual obligations contained in the service
delivery agreement, and on the Member of the
Mayoral Committee for its political mandate
and oversight. The Group Governance unit
provides corporate governance and related
support, including financial sustainability and
compliance reporting and review.

The Council’s Portfolio Committee on Development Planning provides political oversight of the JIDA’s activities
and functions. The JDA also falls under the Economic Development Mayoral Cluster Committee, which ensures
that the work of the other departments and entities mandated with spatial transformation and econamic growth
of the city is integrated and coordinated. The JDA’s management is accountable for strategic and operational
matters to the Board of Directors, which controls and maintains a fiduciary relationship with the company. The
IDA coordinates its area-based development activities and other catalytic interventions with the Department of
Development Pianning and engages with client departments in the design and construction of infrastructure

assets

Chy of Johsanesburg
Baction 7% Commities on Devalapment Plannieg |

FIGURE 1: JDA GOVERNANCE SYSTEM
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SECTION 5: STRATEGIC GOALS AND OBJECTIVES

The IDA has set the following strategic goals and strategic objectives that are aligned with the Joburg 2040
GDS and the economic cluster’s plans for sustainable services and economic growth for the medium term:

TABLE 3: STRATEGIC

Strategic Goals

Objectives

GOALS AND CBJECTIVES

Creating robust democratic public spaces that give
dignity and choice to city users. As urban densities
continue to rise, the public spaces in cities are
becoming

Increasinglyimportant for meeting citizens’ social
needs. The quality of space is just as important as
the quantity. Given the increasing demand for open
space, public spaces need to be creatively designed,
moving towards greater adaptability and multiplicity
of use to ensure their longer-term sustainability.

Create great
places

Catalyze

growth and
investment

Catalyzing growth in areas with latent investment
potential. Catalytic intervention and strategic
capital
investments in areas that have been previously
marginalized or have failed to attract private
investment can unlock development potential,
stimulate local economies, and boost job creation

and entrepreneurial development.

Connect people to
opportunities

Connecting people with opportunities to live, work,
play, learn and to be healthy in the city. Efficient
mass public transport networks and connections,
transit oriented multi-use precincts, together with
strategic land-use planning and zoning regimes, are
essential in realizing these connections.

Co-produce
solutions

Continuous
improvement

| Co-producing solutions in partnership with local

communities and stakeholders to meet local needs
and mitigate challenges. This is an essential
component of development intervention in cities.
Since 1994, the

state has made concerted efforts to engage
communities in the development of local solutions.
Unfortunately, this has not always been successful
and often simply takes the form of decision-makers
telling communities about their strategies. A more
responsible

and effective approach is to work with local
stakeholders to produce solutions, drawing on their
knowledge of the development context. This can

Underpinning all the strategic goals, there is the

need for the JDA to run as efficiently as possible.

economic infrastructure projects
| efficiently,  effectively,  and
economically.

l' an effective,
efficient,
governed organisation.

Aligned to four Strategic

To enable the long-term growth
and development of strategic

economic nodes in the city
(including the CBD, future mixed
use, and TOD nodes)

through  multi-year delivery
programmes, proactive
development

facilitation and productive

development partnerships.

To deliver sustainable social and

To promote economic
empowerment

and transformation through the
structuring and procurement of
IDA developments.

Tostrengthen and improve the JDA's
corporate governance and
operations to ensure that it remains

sustainable, and well-
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Johannesburg Development Agency: Building a Better City of Johannesburg

Transforming the Spatial Economy

The JDA’s primary medium-term purpose is to promote resilient city strategies by restructuring the
urban spatial logic of the city. The Agency coordinates its area-based development activities and other
catalytic interventions with the Department of Development Planning and with other client
departments. To ensure that the JDA is best positioned to respond to the spatial development
priorities, the agency co-ordinates and manages its activities through the following three substantive
programmes:

* Programme 1. Strategic Economic Node Delivery Programme.
* Programme 2. Accelerated Infrastructure Delivery Programme.

*  Programme 3. Economic Empowerment Programme.

In addition, the Agency ensures good governance of the organisation through an operational programme,
resourced to support the optimal performance of the above three substantive areas:

* Programme 4. Good Governance, Management and Administration Programme

The JDA’s current business plan represents a spatial response to specific Priority Transformation Areas as
outlined in the Spatial Development Framewark 2040.

FIGURE 2: SDF 2040 PRIORITY ZONES

Oraripy Fpre: Caarmomstuns, ot
Vadl Syvtes; Services &
Fogegmar Oppripmmeat

— —= — — —_— — —
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Johannesburg Development Agency: Building a Better City of Johannesburg

TABLE 4: SDF PRIORITY TRANSFORMATION AREAS AND CORRESPONDING JDA DEVELOPMENT REGICNS AND
PROGRAMMES

SDF Priority Corresponding JDA Programmes Regional IDA Development
Transformation Programmes

Areas

Strengthening  the | Inner City and the Old South {including | « Programme 1: Strategic

metro core {inner city)] Turffontein and Mining Belt). Economic Node Delivery

.- Unlocking Soweto Greater Soweto (including Lenasia, Prggamme.
Eldorado Park, Nancefield) * Programme 2: Acceleratec.i
! Consolidating public | The Transit-Oriented De;efopment Infrastructure Defivery
transport backbone | Corridors: Empire-Perth Programme.
Corridor and Louis Botha Corridor. ¢ Programme 3: Economic
" OR Tambo/ Airport | Alex and the OR Tambo Corridor {Includes Empowerment Programme.
| Corridor Randburg,  Sandton, Cosmo  City,
Modderfontein, Frankenwald)
Addressing Marginalized Areas - Diepsioot,
|| marginalization ivory

The JDA’s approach towards area-based development covers the following five practices and services:

1. Development identification and project packaging - Identifying strategic opportunities to
respond to the City of Johannesburg’s focus area by bringing together all relevant stakeholders
and parties to the initiative and developing an implementation plan.

2. Development and project facilitation and coordination - Working with various stakeholders and
parties to ensure that they are undertaking their roles as expected and required.

3. Overall development implementation involving capital developments - In ensuring that the
development is implemented as planned, JDA may oversee specific project management
functions within a development, while retaining overall accountability as a development
manager. Through local beneficiation, in terms of Small, Medium, and Micro Enterprise (SMME})
and entrepreneurial support, the JDA aims to increase the number of Iocal emerging contractors
used in capital projects carried out in the various communities, as well as the number of local
construction jobs created.

4. Post implementation support and sustainability -Complement any capital development or
investment with urban management initiatives and models.

5. Impact Assessment / monitoring and evaluation -Analyze, review, and quantify private sector
investment in various JDA intervention areas, and assess the socio-economic impact of these
interventions. This is achieved through, among others, an analysis of the property market trends
and factars that influence investor interest in JDA development areas. Value for money
assessment.

The JDA has aligned the main elements of the Agency’s work and highlights the flow between them:

b= — — — — _—
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Johannesburg Development Agency: Building a Better City of Johannesburg

FIGURE 3: DEVELOPMENT PROCESS / LIFECYCLE

The following diagram unpacks the JDA’s value creation process to illustrate how the JDA has aligned
its activities and efforts to achieve expected results by structuring the main elements of the Agency’s
work.

FIGURE 4: IDA'S \'ALUE CREATION PROCESS
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Johannesburg Development Agency: Building a Better City of Johannesburg

SECTION 6: SALIENT FEATURES
Performance Summary

* The overall year to date capex expenditure at second quarter was R386.4 million {2021/22: R416.8
million) against an annual budget of R1.4 billion. This represents 26.73% (2021/22:29,39%) of the overall
annual budget.

*  For the period ended 31 December 2022 the IDA had earned total revenue of R46.5 million {2021/22:
R45.4 million) and incurred total expenditure of R70,5 million (2021/22: R48.1 million) which resulted
in an overall deficit of R24 million {2021/22: Deficit of R2.6 miilion).

* The organization achieved 75% (2021/22:74%) of the budgeted target for revenue. Included in the
revenue target is development management fees, operational grant, and other sundry income. The
development management fees are based as a percentage of the overall capital expenditure.

* ThelDAincurred expenditure against the budgeted target for operational expenditure of 86% (2021/22:
78%) overall against target. This includes the over-expenditure in internal interest charged on an
overdraft balance with the City of Johannesburg of R22.2 million. The JDA is required to implement
projects with cash flow reserves that are currently held by the client departments,

* The organisation’s total assets exceeded the total liabilities. The total net assets at the end of the 31
December 2022 were R11 million (2021/22: R63.6 million).

*  The 2" quarter performance report has been prepared against the JDA’s 2022/23 Business Plan and
scorecard. Regarding performance against the JDA’s 16 Strategic KPIs that are targeted for the 2nd
Quarter, 44% performance targets are achieved, 18% performance targets are partially achieved, and
38% performance targets are not achieved.

®  For the period 1 July 2022 to 31 December 2022, the overall BBBEE share of expenditure was R378 495
825.91 This translates into an achievement of 100% BBBEE claimed against quarterly expenditure.

®*  The SMME share of JDA’s operating and capital expenditure was R 180 848 520.30 for the period 1 July
2022 to 31 December 2022. This constitutes achievement of 48% for the period under review,

*  Atotal of 223 EPWP work opportunities were reported against a 2nd quarter target of 150.

TABLE 5: CAPITAL BUDGET MANAGEMENT OVERALL PROGRAMME PERFORMANCE®

Overall Programme 2022/23 Target YTD Actual YTD  Target % % Actual /
Performance Annual Budget Annual
budget

Hr

R 000 | R’ 000 I| R'000 %

erall Programme ' ' = '
2yl g 1445508 | 505959 [ 8641 | 76% J 26,73

TABLE 6: OPERATING BUDGET MANAGEMENT

2022/23 Year to date % Achievement % Achievement
Original Target Actual Against target for Annual
Revenue {R'000) 124057 | 62 029 46 559 | T 38%
| Costs {R'000) | 124057 62029 46919 76% 38%
| Net surplus/{deficit] ,

expenditure have been set in respect of all funding sources for the financial year.

= — — _— — — —
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Johannesburg Development Agency: Building a Better City of Johannesburg

CHAPTER 2: CORPORATE GOVERNANCE

SECTION 1: CORPORATE GOVERNANCE STATEMENT

Governance Framework

The JDA recognizes that conducting its affairs with integrity will ensure that the public and the City of lohannesburg
Metropolitan Municipality has confidence in its work. To that end, the JIDA’s Board of Directors and Executive
Management Team subscribe to the governance principles set out in the Code of Conduct for Directors referred to
in section 93L of the Municipal Systems Act, circular 63 of the MFMA, and the King IV code.

The Board also actively reviews and enhances the systems of internal control and governance procedures in
place to ensure that the IDA is managed ethically and within prudently determined risk parameters. During the
period under review, the Board conducted assessments to ensure that the JDA complied with the requirements
of the Companies Act, the Municipal Systems Act, and the MFMA.

JDA’s Governance Arrangements

The JDA is accountable to the Department of Development Planning, which provides direction on contractual
obligations, and to the Member of the Mayoral Committee for Development Planning, who exercises political
oversight. The JDA also falls under the Economic Development Mayoral Cluster Committee, which ensures that
the work of departments and entities responsible for the City’s spatial transformation and economic growth is
integrated and coordinated. The Council’s Section 79 Portfolio Committee on Development Planning provides
political oversight of the 1BA’s activities and functions.

The JDA must perform according to a service delivery agreement and performance objectives set by the City of
Joburg.

The JDA’s management is accountable for strategic and operational matters to the Board of Directors, which
controls and maintains a fiduciary relationship with the company. The JDA coordinates its area-based
development activities and other catalytic interventions with the Department of Development Planning and
engages with client departments in the design and construction of infrastructure assets.

The legislative framework for municipal entities came into effect through amendments to the Municipal Systems Act {MSA) and the
passing of the Municipal Finance Management Act {MFMA). The new provisions of the MSA, including Chapter 84, came into effect on 1
August 2004. The bulk of the provisions of the MFMA took effect on 1 July 2004 with some transitional provisions based on municipal
capacity. The MSA defines three types of entities that may be established by & municipality with effect from 1 August 2004, namely
| private company, service utility or multi-jurisdictional service utility. Before the MSA and MFMA requirements took effect, municipalities

I The Legislative framework

used varfous arrangements to deliver services and manage functions. These included trusts, section 21 companies, and private
companies. In view of the legislative framework, municipalities are required fo review these structures and either convert them to an
entity or disestablish them if they are no longer required. A review would cover such things as the appropriateness of governance
| structures to provide effective municipal oversight, accountability and transparency.

Implementation of King Cades of Corporate Governance

The Board and Management Tearn are committed to the principles of openness, integrity and accountability
advocated by the King Code. The JDA made progress during the reporting period towards entrenching and
strengthening the implementation of the recommended practices in its governance structures, systems,
processes, and procedures. The Internal Audit team provided regular feedback to the Audit and Risk Committee,
which is responsible for monitoring compliance with the King Code.

The entity applies the governance principles contained in the King Codes as far as it applies to it and continues
to further entrench and strengthen recommended practices in its governance structures, systems, processes,
and procedures. The Board of Directors and Executives recognize and are committed to the principles of
openness, integrity and accountability advocated by the King Code on Corporate Governance. Through this
process, shareholders and other stakeholders may derive assurance that the entity is being ethically managed
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according to prudently determined risk parameters in compliance with generally accepted corparate practices.
The monitoring of the entity’s compliance with the King Codes on Corporate Governance is part of the
shareholder mandate of the Audit and Risk Committee. The entity has complied with the Code in as far as it
applies to it during the period under review.

The Board of Directors has incorporated the City of Johannesburg’s Corporate Governance Protocol in its Board
Charter, which inter alia regulates its relationship with the City of Johannesburg as its sole member and parent
municipality in the interest of good corporate governance and good ethics,

The Protocol is premised on the principles enunciated in the King Code’s Report on Corporate Governance for South
Africa 2016 (King Code). The Entity steadfastiy consolidated its posftion in respect of adherence to the King Code’s
report on Corporate Governance. The entity practices are, in most material instances, in line with the principles set
out in the King Codes. Ongoing steps are however taken to align practices with the King IV's recommendations and
the Board of Directors continually reviews progress to ensure that the entity improves its Corporate Governance,

In keeping up with the latest developments the Board of Directors is in the process of ensuring that the DA
incorporates the Environmental, Social and Governance {ESGs) in its day-to-day operations and future reporting.

The ESG's in respect to the JDA’s operations are:

(2] Environmental aspects of concern for the JDA include climate change, energy, water scarcity and usage,
pollution and waste management;

(b) Social issues include employment and labour issues, employee benefits, diversity, health, and safety,
human rights, community relations, and the way broad-based black economic empowerment (B-BBEE)
(Government policy and legisiation aimed at redressing historical race-based inequalities) is advanced; and

(c) Governance matters include corporate structure and management, strategic direction and oversight,
compliance, anti-bribery and corruption, board composition, and executive composition.

During the half year under review the Company entrenched its risk management reviews. Reporting and
compliance assessments were conducted in terms of the Companies Act, the Municipal Systems Act ( MSA) and the
Municipal Finance Management Act (MFMA). The annual Board assessments and evaluations were conducted and
an annual report for the previous year was effectively completed in accordance with section 121 of the Municipal
Finance Management Acl

Ethical Leadership

The Board provides effective leadership based on a principled foundation and the entity subscribes to high ethical
standards. Responsible leadership, characterized by the values of responsibility, accountability, fairness, and
transparency, has been a defining characteristic of the entity since the company’s establishment in 2001,

The fundamental objective has always been to do business ethically while building a sustainable company that
recognizes the short- and long-term impact of its activities on the economy, society, and the environment. In its
deliberations, decisions and actions, the board is sensitive to the legitimate interests and expectations of the
entity’s stakeholders.

Corporate citizenship

As an entity of a municipality, the IDA has social and moral obligations to the citizens. The Board is responsible
for ensuring that the JDA protects enhances and invests in the economy, society, and the natural environment,
and pursues its activities within the limits of social, political, and environmental responsihilities outlined in
international conventions on human rights.
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Compliance with laws, rules, codes, and standards

The Board is responsible for ensuring that the entity complies with applicable laws and considers adherence to
non-binding rules, codes, and standards. The Company Secretary certifies that all statutory returns have been
submitted to the Registrar of Companies in terms of section 268{d) of the Companies Act. The internal audit
team provides assurance on the JDA’s compliance with laws and regulations.

Citizen Involvement in Plan-Making and Project Implementation

The city and the JDA are continually working on ensuring more invalvement of communities and individuals in
the preparation of plans and project implementation, and a better interface between officials and the public.

In the preparation of the Integrated Development Plan (which includes the Spatial Development Framework)
and in the annual revision of the Regional Spatial Development Framework, there is a structured participation
process, which includes public meetings, and which aliows any interested party to comment on, or ocbject to, any
provision in a proposed plan.

For area-based planning, the JDA’s participation is structured in several ways, including key public meetings at
the start of the process and at the point of draft proposals. But other participatory methods such as stakeholder
meetings, information leaflets, etc. are also used depending on the context and project.

Citizens can also get involved with developing detailed precinct plans for their own areas at neighborhood level.
In many areas these plans are initiated by the residents of a particular area. The planning department Is
investigating ways of helping people to pool their resources in communities to participate in preparing precinct
plans.

The local Ward Councilor, Ward Committees and residents’ associations are the key link for citizens to get
involved in public participation processes in planning and project development.

The Board of Directors of the IDA subscribes to good corporate governance expressed in the King Code and the
Code of Conduct for Directors referred to in section 93L of the Municipal Systems Act, 2000 {MSA). The Board
recognizes the need to conduct the affairs of the municipal entity with integrity to ensure increased public
confidence and the confidence of the City of Johannesburg. It is the policy of the Board to actively review and
enhance the entity’s systems of control and governance on a continuous basis to ensure that the entity is
managed ethically and within prudently determined risk parameters.

1.1. Boarp oF DIRECTORS

With effect from 15 February 2022 Annual General meeting, Mr. Lionel Brenner was appointed as the Board
Chairperson for the JDA.

The JDA's sole shareholder, the City of Johannesburg Col, reviews the term of office for non-executive directors
every year at the annual general meeting.

The Board is accountable to the Col and the citizens of lohannesburg. A service delivery agreement and
shareholder compact, concluded following the provisions of the Municipal Systems Act, govern the entity's
relationship with the Col.

The Board provides quarterly, bi-annual, and annual reports on its performance and service delivery to the City
of Johannesburg as prescribed in the service delivery agreement, the sharehoider compact, the MFMA and the
Municipal Systems Act.
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Non-Executive Directors maintain an independent stance to matters under consideration and add to the Board’s
depth of experience. The roles of the Chairperson and Chief Executive Officer are separate, with responsibilities
divided between them.

Members have unlimited access to the Company Secretary, who acts as an advisor to the Board and its
committees on matters such as corporate governance, compliance with company rules and procedures,
statutory requirements, regulations, and best corporate practices.

The Board or any of its members may, under appropriate circumstances and at the expense of the company,
obtain the advice of independent professionals.

Shortcomings are addressed and areas of strength are consolidated during an annual Board evaluation. The
performance of the Board committees is evaluated against their terms of reference.

At the Annual General Meeting held on 15 February 2022 the IDA Board of Directors consists of the following
members:

() MrLionel Brenner {Chairperson)

() Mr Mthobisi Malinga

(iii} MrSuccess Ntona Marota

{iv) Ms Anchen Dryes

(v) DrLindelani Matshidze

{(vi) Dr Didibuku Thwala

{vi{} Dr Christopher Whittle

(viii} Adv Neo Ntingane

{ix] Mr. Phathutshedro Raphalalani (Resignedon 10 Aygusr 2022)

(%) MsSherylee Moonsamy (Chief Firancial Officer and Executive Director) {resignéd on14 November 2022)

(xi]  Mr Mokgema Mongane (Chief Executive Officer) (Appointed 05 August 2022)

While the Independent Audit and Risk Committee members are as follows:
{iy Ms Nosipho Ngaka
{ii) MrKwena Mashiane

(iii) MrJohn Mendelsohn

p—
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TABLE 7: BOARD COMPOSITION

Board member Capacity: Gender Board Committee Membership

Executive/
Non-Executive

M. Lionel Brenner Chairperson White Male Development and Investment
{Non-executive) Committee
Dr. Didibuku Thwala Non-executive Black | Male Development and Investment
| Committee
Mr. Mthobisi Malinga Non-executive Black Male Audit and Risk Committee and
| | Social Ethics, Human Resources and
Adv, Neo Ntingane Non—executive Black Female Social Ethics, Human Resources and
Remuneration Committee (Chair)
Dr. Lindelani Matshidze Non-executive Black Male Development and Investment
Committee (Chair)
Ms. Anchen Dreyer Non-executive White Female Social Ethics, Human Resources and
_ Remuneration Commitiee
Mr. Ntona Marota Non-executive Black | Male | Audit and Risk Committee (Chair]
Mr. Phathutshedzo Raphalalani Non-executive Black Male Development and investment
{Resigned 10 August 2022) Committee and Social Ethics, Human
Resources and Remuneration
Committee
Dr. Christopher Whittle Non-executive White Male Development and Investment
1N : | . l | Committee and Audit and Risk

Together, the JDA Directors have a range of different skills and experience that they bring to bear for the benefit
of the entity. These include accounting, finance, legal, business management, human resources and labor
relations, marketing, construction, and development management.

The Board meets regularly, retains full and effective control over the company and monitors the implementation
of the company’s strategic programmes by the executive management through a structured approach of
reporting and accountability. It sets the strategic direction of the JDA and monitors overall performance. All IDA’s
Board Committees are chaired by non-executive directors and monitor overall performance.

— — =
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Johannesburg Development Agency: Building a Better City of Johannesburg
Board Committees

The following committees have been formed, each of which is chaired by a non-executive director.

u Audit and Risk Committee.,
] Development and Investment Committee.
. Social, Ethics, Human Resources and Remuneration Committee.

Each committee composition is as follows:

TABLE 9: COMPOSITION OF COMMITTEES

Mandate and Quarterly Activities

Composition
Audit and Risk Committee

The Audit and Risk Committee, which consists of three | The committee has specific responsibility for ensuring
| non-executive  directors and three independent | that all activities of the IDA are subject to independent
members, meet not less than four times a year. Most of | and objective review and financial performance
these committee members are financially literate. The oversight. The Audit and Risk Committee has a Charter
following members served on the committee duri ng the | with clear terms of reference as guided by the provisions

period under review: of Section 166 of the MFMA. The Committee has the
|+ Ntona Marota (Chairperson) following responsibilities:

+  Mthobisi Malinga Reviewing JDA’s internal controls, publishing financial

+  Christopher Whittle reports for statutory compliance and against standards of

best practice, and recommending appropriate disclosures
to the Board.

Reviewing reports from management, internal and
external auditors, to provide reasonable assurance that
control procedures are in place and are being followed.
Reviewing the half-yearly and annual financial
statements before submission to the Board, focusing
particularly on any changes in accounting policies and
| practices.

*  Nosipho Ngaka {Independent Member}
*  Kwena Mashiane {Independent Member)
* John Mendelson (Independent Member)

Social and Ethics / Human Resources and Remuneration Committee
The committee meets not less than 4 (four) times a year.
|the Board maintains a Human Resources & | The executive directors are excluded from the HR &
Remuneration Committee/Social & Fthics Committee Remuneration Committee/Social & Ethics Committee
{HR & REMCO/Social & Ethics), comprising of 5 (five}non- | when matters relating to their remuneration are
| executive directors and chaired by a non-executive | discussed. The committee ensures that the remuneration
director. It is responsible for directing human resources | of the Chief Executive Officer and senior management are
policies and strategies for the organisation and | within the upper limits as determined by the City of
approving the remuneration for the Chief Executive Johannesburg following the provisions of Section 89(a) of
Officer, senior executives and staff; the Committee is also the MFMA.
responsible for acting as the social conscience of the
business and ensuring that the company conducts itself | The remuneration of the Chairperson, the non-executive
as a responsible corporate citizen. This means ensuring | directors and independent audit committee members is
that the JDA sustainably conducts its business, having | determined by the City of Johannesburg.
regard for the environment, fostering  healthy
relationships with all its stakeholders and considering the
impact of its work within the community. This committee
also considers the treatment of and investment in |

In line with the best practice of corporate governance,
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Johannesburg Development Agency: Building a Better City of Johannesburg

Compaosition Mandate and Quarterly Activities

employees, health and safety practices, black economic
empowerment and the ethical corporate culture. The |

following members served on the committee during the

period under review: | ‘

*  Neo Ntingane {Chairperson)
*  Anchen Dreyer | |
*  Mthobisi Malinga

Development and Investment Committee

J The following members served on the committee during | The Committee is responsible for evaluating development |

the period under review: proposals to make recommendations for approval to the
*  Lindelani Matshidze (Chairperson} Board. This entails examining risks associated with the
= Lionel Brenner proposed projects such as the financing, returns and
+  Didibuku Thwaia projects risk profiles.

+  Christopher Whittle

Duties of the Board

The Board retains full and effective contrel over the organisation and monitors the implementation of the JDA’s
strategic programmes. It sets the agency’s strategic direction and monitors overall performance. The duties of
the Board include;

*  Providing effective, transparent, accountable, and coherent oversight of the JDA's affairs.

*  Ensuring that the JDA complies with all applicable legislation, the service delivery agreement and the
various shareholder policy directives issued by the City of Johannesburg from time to time.

= Dealing with the Co! in good faith and communicating openly and promptly on ail pertinent matters
requiring the attention of its shareholder.

*  Determining and developing strategies that set out the organization’s purpose and values in accordance
with the shareholder mandate and strategic documents such as the integrated development plan.

* Reviewing and approving financial objectives, including significant capital aliocations and expenditure
as determined by the Col.

* Considering and ensuring that the entity’s size, diversity, and skifls are sufficient to achieve its strategic
objectives.

Board charter

The Board of Directors has incorporated the City of Johanneshurg’s corporate governance protocol into its
charter, which regulates its relationship with the City of Johannesburg as its sole member and parent municipality
in the interest of good corporate governance and good ethics. The protocol is premised on the principles of the
King Code. The charter sets out the composition and powers of the Board.

- — — —
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Johannesburg Development Agency: Building a Better City of fohannesburg
1.3. DIRECTORS AND PRESCRIBED OFFICERS REMUNERATION

The IDA remunerates the non-executive directors and independent audit committee members in accordance
with the policy and in the amounts determined from time to time by the City of Johannesburg Metropolitan
Municipality, acting in its capacity as the sole sharehclder of the JDA. The foregoing position was reaffirmed by
special resolution at the 2022 annual general meeting. The non-executive directors and independent audit
committee members are paid per meeting. Executive directors and prescribed officers are employees of the JDA
and do not receive any additional remuneration by reason of their office. The table below reflects the gross or
cost to company amounts paid by the JDA in relation to executive directors, non-executive directors’, and
independent audit committee members’ fees.
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Johannesburg Development Agency: Building a Better City of Johannesburg

Loans and advances

In accordance with the provisions of the MFMA, the IDA has a strict policy in place that prohibits it from providing loans or
advances to directors and employees; therefore, no loans or advances were made during the period under review. The
agency did not provide loans to any organisation or person outside of or in the employ of the JDA.

1.4. COMPANY SECRETARIAL FUNCTION

The primary function of the Company Secretary is to act as the link between the Board and management and to facilitate
good relationships with the shareholder. The Company Secretary is responsible for the general administration, more
specifically to ensure compliance to good corporate governance practices and to provide guidance to the directors on
corporate governance principles and applicable legislation. All directors have access to the advice and services of the
Company Secretary who acts as the link between management, the Board, and the shareholder.

The Company Secretary is responsible for the flow of information to the Board and its committees and ensures compliance
with Board procedures. In addition to various statutory functions, the Company Secretary provides individual directors and
the Board as a whole, with guidance on their duties, responsibilities, and powers, as well as the impact of legislative and
regulatory developments, while malntaining an arm’s-fength relationship with the Board.

The Board has empowered the Company Secretary with the responsibility of advising the Board, through the chairperson,
on all governance matters, including the duties set out in section 88 of the Companies Act.

The Company Secretary's work covers a wide variety of functions, including but not limited to:

* Organizing, preparing agendas, and taking minutes of meetings.
* Dealing with correspondence, collating information, writing reports, ensuring decisions made are comminicated
to the relevant people.

*  Advising the Board dnd management an corporate governance matters.
% Contribdting to meeting discussions, 25 and when required; and

* Arranging the annuilbgeneral meetings.
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SECTION 2: HIGH-LEVEL ORGANISATIONAL STRUCTURE

The JDA's structure is a response to the business model, which focuses on the development of strategic capital
works projects as well as development facilitation to optimize the impact of the catalytic public investments,
and the establishment of urban management partnerships to ensure the sustainability of the catalytic public
investments. The organizational structure during the reporting period is presented helow.

FIGURE 5: HIGH LEVEL ORGANISATION STRUCTURE

_—
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SECTION 3: Risk MANAGEMENT

The JDA’s Board monitors risk through the Audit and Risk Committee, which ensures that there is an effective
risk management process and system in place. The committee recommends risk strategies and policies that need
to be set, implemented, and monitored. The JDA Board is responsible for identifying, assessing, and monitoring
the risks reported through by the Audit and Risk Committee.

The IDA has a risk management framewaork, which follows an enterprise-wide risk management system in which
all identified risk areas are managed systematically and on an on-going basis at departmental level, The risk
registers are treated as a working risk management document because risks are constantly recorded and
managed. Management monitors and evaluates the implementation and efficiency of controls and actions to
improve current controls in the risk register.

The JDA submits its risk management reports to the City of lohannesburg’s Group Risk and Governance
Committee. The committee assesses all risk affecting the CoJ and its municipal entities in a holistic manner and
makes recommendations to the City Manager and Council on the general effectiveness of risk management
processes in the City of lohannesburg.

Risk Management Process

Risk identification and assessment is an on-going process. The JDA conducts annual strategic and operational risk
assessment workshops. This process is supparted by an on-going risk management process at departmental level
and all employees are required to take ownership of risks that fall within their respective areas of responsibilities.

The following risk management programmes and/or activities were implemented second quarter are as follows:

TABLE 11: IMPLEMENTED RISK MANAGEMENT PROGRAMMES AND/OR ACTIVITIES

Programmes and/or activities

Strategic Risk Monitoring

Operational fisk Manitoring

Declaration of Interest Heport

Status of implementation of committed action plans

| Implementation of committed Strategic Action Plans

Performance for the Risk Management KPI is cumulative {performance as from Q1) and not reported per quarter
target.

Last Quarter (Q1), the implementation performance was 43% derived from 9 action plans implemented out of a
total of 21. In this Quarter (Q2), only one action was scheduled for Q2 bringing the total number of action plans
to a total of 22 (both for Q1 & Q2), thus totai action plans implemented for both Q1 & Q2 is 11 out of a total of
22 equating to 50%. This indicates that only two (2} action plans were implemented in the 2™ Quarter.

— —
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Corporate Ethics and Organizational Integrity

The JDA and its Board subscribe to high ethical standards and principles. The leadership provided by the Board
is characterized by the values of responsibility, accountability, fairness and transparency, and has been a defining
cuiture of the IDA since its establishment in 2001.

The JDA’s main objective has always been to do business ethically while building a sustainable company that
recognizes the short- and long-term impact of its activities on the economy, society and the environment. In its
deliberations, decisions and actions, the Board is sensitive to the interests and expectations of the JDA's
stakeholders.

Code of Conduct

The JDA’s code of conduct, which is fully endorsed by the Board, applies to all directors and employees. The code
is consistent with schedule 1 of the Municipal Systems Act and the provisions of the Col Corporate Governance

Protocol for Municipal Entities.

The code Is regularly reviewed and updated as hecessary to ensure that it reflects the highest standards of

behavior and professionalism. Through its code of conduct, the JDA is committed to:

® The highest standards of integrity and behavior in all its dealings with its stakeholders and society at

large.

*  Fair commerciai and competitive business practices.

* Eliminating discrimination and enabling employees to realised their potential through continuous

training and skills development.

* Taking environmental and social issues into consideration.

*  Ensuring that all directors declare any direct or indirect perscnal or business interest that might

adversely affect them in the proper performance of their stewardship of the entity.

The code requires all staff to act with the utmost integrity and objectivity, and in compliance with the law and
company poiicies always. Failure to act in terms of the code resuits in disciplinary action. The code is discussed with
each new employee as part of the induction process, and all employees are asked to sign an annual declaration
confirming their compliance with the code. A copy of the code is availabie to interested parties on request. Non-
adherence to the code of ethics-related matters can be reported to a toll-free, anonymous hotline, Any breach of
the code is considered a serious offence and is dealt with accordingly, which serves as a deterrent. The directors

believe that ethical standards are being met and are fully supported by the ethics programme.
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Declaration of interest

In accordance with its code of conduct, the JDA maintains a register of directors’ declarations of interests. The
register is updated annually and as and when each director’s declared interests change. A register is circulated
at every Board and Board committee meeting for the directors to declare any interest related to every matter
discussed at a particular meeting.

The JDA’s employee code of ethics and terms and conditions of employment require all employees to complete
declarations of interest covering shareholding in private companies, membership of close corporations,
directorships held, partnerships and joint ventures, remunerative employment outside of the JDA, gifts and
hospitality, and the status of their municipal accounts.

SECTION 4: ANTICORRUPTION AND FRAUD

Financial crime and other uniawful conduct pose a threat to the IDA’s business and strategic objectives. The
JDA supports government’s efforts to combat financial crime at all levels. The JDA, in its endeavor to combat
financial crime, ensures compliance with ail relevant iegislation and regulations. The antifraud and
anticorruption programme supports and fosters a culture of zero tolerance to fraud, corruption, and unlawful
conduct.

The JDA has a whistle-blowing hotline number, which it advertises in the offices and on its website. in addition,
all JDA tender documents urge people to report fraudulent activities or maladministration by IDA employees on
the hotline.

Training and awareness on fraud prevention is conducted on an ongeing basis. Strict payment management
processes are in place and the Bid Evaluation Committee independently verifies whether preferred service
providers can complete the work.

The strategic risk register identifies “fraudulent and corrupt activities” as a strategic risk with a high inherent risk
rating and medium residual risk rating. The strategic risk register sets out specific future actions to mitigate these
risks, including conducting regular fraud risk assessments and creating fraud risk awareness. The Fraud Risk
Register is an operational risk register which is signed-off by the respective HODs and is monitored monthly.

Critical to the anti-fraud and anti-corruption programme is the prevention strategic pillar as contained in the
Fraud Prevention Strategy and Response Plan, as part of the prevention strategy, the following risk management
documents are in place:

- Fraud Risk Management Policies

- Fraud Prevention Strategy and Response Plan
- Whistle -Blowing Policy

- Code of Ethics Policy; and

- Declaration of Interest Policy

The above-mentioned policies are currently under review. They were tabled at EXCO and recommended for ARC
and Board approval.
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REPORTED CASES

The JDA utilizes the City of Johannesburg Anti-Corruption Hotline (NACH) which is managed by an independent
service provider. Internal reporting processes include electronic reporting of fraud allegations via telephone,
email, and walk in reporting.
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Johannesburg Development Agency: Building a Better City of Johannesburg

SECTION 5: ICT GOVERNANCE

According to Principle 12 of King iv™, the purpose of IT Governance is “to support the organisation to set and
achieve its objectives. To the above extent, ICT continues to recognize that technology is now more than just an
enabler, but that technology is now both the source for future opportunities at JDA and for all platforms on which
the JDA conducts its business.

The continual review of elements of the governance framework becomes pivotal in ensuring that the ICT
governance are always up to date and tmportantly relevant,

In this quarter, several components of the governance framework are under review to ensure alignment,
relevance and importantiy value addition to the IDA’s set objectives with regards to ICT.

The following policies and Frameworks are under review in the current guarter.

Policy/Framework Duration Status Reviews this year
|_ ICT Strategy | 3 years | Approved I Q2
| ICT Governance Charter 3 Years Approved Q2
' ICT Security Policy ] | 3Years | Approved i Q1 (ready) -

Automation Projects -SCM

The SAP SCM module is fully automated. The SCM Team has since the beginning of the current financial year
captured cumulatively over 500 contracts in both the operational and capital expenditure environment.

This initiative is a great boost not only buttressing the control environment for contracts management but also to
the service delivery. Once contracts are ca ptured, purchase orders are processad and approved, thereby enabling
invoices processing to be more efficient,

Section 116
JOA Ras participited to enter into section 116(3) where Board granted the approval. There were seven (7}

contracts that were approved for extension of time with no financial implication, two (2) contracts with the
financial implications with the estimated value of R9 million and there were no objections from other Bidders.

Network Performance

The performance of the network remains stable at an average of 98%. The variance is due to the MTN network
downtime at various times during the guarter.

— — = — =
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SECTION 6: COMPLIANCE WITH LAWS & REG ULATIONS

The Universal Regulatory Register {URR) and the MFMA Circular 63 Register are the two primary compliance
management tools which are key pillars that bring to life what the Compliance Management Framework
articulates.

The Universal Regulatory Register (URR) is made up of applicable legislation and reguiations. The URR is split in
three broad compliance management sections, which are the following:

= Compliance Universe
*  Compliance Risk Register

* Compliance Assessment Report

The URR has identified 41 applicable Acts and Regulations that have been categorized as follows
* 18 identifies as Core / Primary
® 21 as Topical/ Secondary
®  2as Pertinent/ Tertiary

In the second quarter, URR reflects a total of 41 Legislations / Regulations with a corresponding 302 compliance
obligations identified. Two (2) are reported as non-compliant and details of such are captured on the table below:

Overall URR Compliancestatus:
Description Number of Obligations Compliance %

| Cﬂnpliant_
- Non-compliant
Total - I - 100% —

Table 15: Identified Non-Compliance and Action Plans / Status
Legislation Relevant Section  Non-Compliance Finding Committed Action Plan/Status

National Section 13(2){c) | Public records are routinely inspected | Records Management
Archives and by records management staff. Programme, The file plan is in
‘ Record Service ‘ place and the records
of South management specialist was
‘ Africa, No. 43 | appointed. It is anticipated the
of 1996 records management policy and |
the entire program will be
finalised in the next financial
year.
Municipa! Section 99(2}{b) ”Service Providers must be paid within ]The IDA has committed to
Finance 30 days. establishing a centralized point
Management for receiving and vetting
Act, No. 56 of invoices. Training is conducted
2004. on departmental leve! on how to
| vet invoices.
— = — — -— — T — — —_—

-
Johannesburg Developrnent Agency: Q2 Performance Report 2022/23 Page 40



Johannesburg Development Agency: Building a Better City of Johannesburg

Municipal Finance Management Act, 56 of 2003 (MFMA) Section 32 stipulates that, unauthorized, irregular,
fruitless and wasteful expenditure must be compiled and adopted by municipalities and municipal entities.
Furthermare, there is MFMA Circular 68 that was issued by National Treasury on 10 May 2013, that deals with

unauthorized, irregular, fruitless, and wasteful expenditure.

Accordingly, the JDA’s second quarter compliance status of the MEMA Circular 68 report is illustrated in the table
below:

Unauthorized, irregular, fruitless and wasteful expenditure

COMPLIANCE CATEGORY COMPLIANCE STATUS

Unauthorized Expenditure None

| Fruitiess & Wasteful Expenditure | None

.'frregular Expenditure. None

' Failure to pay Service Providers | In the second quarter {(July to December), there were 830 invoices paid
within 30 days. amounting to R495 579 937, There are 85 invoices amounting to R72 446
710.35 that were paid outside the 30-day period. Meaning only 10% of
invoices were paid outside the day’s acceptable payment cycle.

The reasons for paying Service Providers outside the 30 days permissible
window period is attributed to various reasons.

' Management is in the process of identifying non-compliant individuals in

order to hold them accountable and relooking at ways to improve the

payment processes to ensure that 100% invoices are paid within the

acceptable number of days.

—_ ——— e — —
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SECTION 7: CORPORATE SOCIAL RESPONSIBILITY (CSR) REPORT

The CSR committee supported the Alexandra Campus with Smart Boards at the value of R70,519 and Soweto
infrastructure and construction Chamber at the value of R132,440 excl vat. The Sedlaka Primary School in
Kalkfontein — Ivory Park requested Sport Kit at the value of R9,045. This support is central towards the creation
of a conducive environment for the implementation of programmes that are going to benefit members of the

community.

The tabie below illustrates the focus areas that guide the type of initiatives that get considered by the IDA:

TABLE 16: CSR FOCUS AREAS FOR THIS FINANCIAL YEAR:

Programme

| Education

Respaonsibility
| Support for community or public education facilities; programmes that support |

the production of indigenous, appropriate knowledge streams relevant to the

JDA and its work; programmes that support improvement of Mathematics,
Science, Information and Communications Technology, Engineering for

| underprivileged children. [

I Training and

development

Community training, skills development for unemployed or underemployed; '

| ABET in the community; Women and Youth leadership development,

I 'Arts and Culture

Arts and culture development in Jnd_erprivileged areas and the develop_ment of

|
new talent.

Conservation and

Environment

| Support projects that focus on conservation awareness and education including |
waste management, water conservation, ensrgy and disaster relief

| programmes. |

Area Regeneration

Upgradeé to the built environment, area management initiatives which impat?

| on cleanliness, safety and security, improved investment attraction to the area

| Health

Support of community clinics; health programmes in community; HIV/AIDS

|
Awareness and community food gardens and poverty alleviation

| Comeunity Sport

| Support community sports development programmes in underprivileged areas ‘

| Goodwill

Donations — sponsorship (cash or in kind), partnerships e.g. Mandela Day.
| activities, support charities chosen by staff and encourage staff to volunteer for |

community activities; inclusion of JDA employees in decision about CSR.
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SECTION 8: SUSTAINABILITY REPORT

The Joburg 2040 GDS is driven by the goal of capable and capacitated communities and individuals. With this
realised, the CoJ will be able to become a more sustainable, inclusive city in which people hold the potential and
means to grow their neighborhoods, their communities, and themselves. A balanced focus on environmental
management and services, good governance, economic growth, and human and social development will help in
achieving a resilient and sustainable city — and a city in which all aspire to five.

The JDA’s area-based development approach has evolved over the [ast 12 years. It begins by identifying the local
competitive advantages, development needs, and opportunities within the development area, Capital works
projects are then used to catalyze private investment, enterprise, and neighborhood development. This area-
based development approach ensures the long-term sustainability of the capital assets created by ensuring a
greater focus on developing strategic capital works projects, facilitating development to increase the impact of
public investments, and establishing urban management partnerships to ensure the sustainability of the pubiic
investments.

During this reporting period, the JDA continued working closely with the Department of Development Planning to
communicate the strategic vision for the TOD corridors and the City of Johannesburg’s spatial transformation
objectives. The JDA also participated in stakeholder engagements regarding spatial transformation and urban
planning and the development of good practices.

Environmental Impoct

Environmental sustainability plays an integral part in all the JDA’s development projects, which all comply with
environmental impact regulations. To minimize their environmental impact, all professional teams involved in
preparing designs for the JDA are briefed to include the following environmental considerations:

® The design of more permeable ground surfaces and soakaways or swales to reduce the storm-water
run-off in areas upgraded by the JDA to achieve sustainable urban drainage standards.

* Indigenous and water-wise planting in all landscaping interventions in compliance with City Parks
requirements. These interventions are currently being implemented on most of IDA's public
environment upgrades, NMT, streets and BRT related projects across the city.

*  The environmental design for crime prevention guidelines as promoted by the City Safety Programme.

"  Environmental construction and infrastructure options such as energy-efficient lighting and rainwater
harvesting. This design intervention is currently being explored on JDA’s BRT Depots and some Public
Health Clinics that are at design stage.

* Environmental health regulations for informal trading where the JDA upgrades trading and taxi
facilities. Currently, the JDA has four projects relating to the upgrading of Informal Trading and six
projects relating to upgrading of Taxi Facilities.

*  Including urban environmental management as an integral part of the urban regeneration projects that
the JDA implements, such as, the upgrading of parks, the construction of storm-water facilities and
public transport infrastructure and facilities. Currently, the JDA has more than six projects that focus
on urban regeneration and public environment upgrades with more emphasis on Randburg, Orange
Grove and the Inner City.

Five major outcomes define the Joburg 2040 GDS:

" Outcome 1: A growing, diverse and competitive economy that creates jobs,

—
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*  Qutcome 2: Enhanced, quality services and sustainable environmental practices.
®  Qutcome 3: An equitable and inclusive society with high quality of life.

®  Outcome 4: Caring, safe, and secure communities.

® Outcome 5: An honest, transparent, and responsive local government that prides itself on service
excellence.

Qutcome 2 highlights the need for “Sustainable human settlements””. The CaJ plans to lead in the establishment of
sustainable and eco-efficient infrastructure solutions {for example, housing, eco-mobility, energy, water, waste,
sanitation, and ICT) to create a landscape that is livable, environmentally resilient, sustainable, and supportive of
low-carbon economy initiatives. The two JDA prograrmmes are a direct response to Outcome 2.

JDA Substantive Programme JDA Sub-Programme

|1. Strategic Economic Node Delivery 1A: Inner city transformation Programme.

Programme. | 1B:  Economic Node Sub-Programme.

fZ. Accelerated Public infrastructureDeIivery1 2A; _Deprivation Areas Revitalization Sub-Programme,

k’mgramme. | 2B: Urban Infrastructure Delivery Sub-Programme.
— — —— —_— e — —

—
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SECTION 9: INSURANCE CLAIMS AGAINST/TO MOESs

There was no insurance claim filed in the second quarter of the 2022/23 financial year. The claims registered are
emanating from the previous financial years. Refer to the table below for the current open claims against the JDA,

TABLE 17: INSURANCE CLAIMS

Insured Claim Date of Date Risk Value of the Risk Claim's status
Year Number Loss Notified Description Ciaim Category
2017/18 | 51581697 01/31/2017 03/04/2019 Acoidnntal R350 000.00 Contractors The Insurance is in
damage all risk. contact with the
claimants, awaiting the
finalization of
submissign of
documentation  from
the claimant.
2 2017/18 | 51574102 01/11/2017 03/04/2019 Accidental R7 500.00 Contra}ctors Awaiting  third party
- damage ali risk. approach
3. | 2017/18 | 51581695 01/11/2017 03/04/2019 Accidental R49 680.00 Contractors The insurance is in
damage all risks. contact with the
claimants, awaiting the
finalization of
submission of
documentation  from
the claimant, |
4. | 2021/22 | ADRSOCD 02/10/21 04/10/21 Hailstorm R1471729,96 @ Contractor's | The claim was
(08010 damage all risk. approved, repairs are
underway.
L . Contractor's | Case ¢closed. The claim
2021/22 3:;55500 02/10/21 02/10/21 Hdaa":]t:g:“ R350 286. 40 all risk. was paid off by the
insurance.
— — ———— - — — L e = — —1
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CHAPTER 3: SERVICE DELIVERY PERFORMANCE

SECTION 1: HIGHLIGHTS AND ACHIEVEMENTS

The second quarter performance report has been prepared against the JDA’s 2022/23 Business Plan and
Scorecard. For the current financial year, the Johannesburg Agency is planning and implementing more than 100
projects with the total capex budget of approximately R 1.4 million. These projects are at various project
implementation stages which are summarised as prefeasibility studies; feasibility studies, urban framework
development; concept development; detailed design development; procurement of contract (contract award)
and practical completion.

The projects implemented by the JDA contributes to three Key Mayorai Priorities — A City that get the basics
right; A caring City and Business Friendly City, through four City's Strategic Programmes as follows:
® Inner City and Economic Node Transformation,
=  Upliftment of marginalised areas.
® Implementation of the public wellness centres / clinics.
* Job Creation by engaging Emerging Community Based Contractor Development and through creation of
short-term job opportunities.

During the quarter under review detailed designs for the repairs to two key existing Taxi Facilities in the Inner
City were complete. Whereas contractors for the implementation of the economic nodes transformative projects
were appointed - the Randburg Central Business District; Watt Street Precinct (opposite PAN African Taxi Rank);
Melville Precinct Activation; Inner City Public Environment Upgrade; the Murray Park Library in the Inner City.
These projects aim at improving pedestrian mobility and improving the general infrastructure upkeep in this
critical economic nodes. Whereas the Murray Park Library upgrade aims at improving access to educational
facilities on the Inner City.

In the current financial year the JDA is implementing several projects that aim at uplifting various marginalised
areas such as Orange Farm; Ivory Park; Penniville; Diepsloot; Pageview; Klipfontein View:; Deep South; Turfontein;
Matholesville; Kaalfontien; Rabie Ridge; Soweto; Tshepisong; Cosmo City; Kya Sand. All these projects aim at
providing basic infrastructure services such roads and stormwater; multi-purpose community centres and public
transport infrastructure. During the current quarter four conceptual designs for community facilities related
projects in Orange Farm were completed and approved. Whereas contractors to implement a multi-purpose
community facility in Soweto; access roads in Alexandra; public environment upgrade in Pennyville and muiti-
purpese community centre in Betrams, were appointed.

The JDA is implementing 11 community based clinic across the City and all these clinics are in marginalised areas.
This programme contributes towards a Caring City with the focus on uplifting marginalised areas through
implementation of public wellness centres. During the current quarter four detailed designs for the clinics were
completed, whilst the contractor for the implementation of the Protea South Clinic was appointed.

A key component of JDA's capex implementation programmes is creation of economic opportunities for
emerging community-based contractors. These are contractors with CIDB grading level 1 to 5 whom often
struggle to participate in the open market, As part of the provisions of the preferential procurement legislation,
the JDA procurement policy compels all main contractors appointed by the JDA to subcontract a minimum of
30% of their appointed value of works to the emerging community based contractors. Above this contractors are
expected to recruit all laborers from the directly affected communities. For the quarter under review the JDA
has spent 47% of its current capex budget expenditure towards emerging community-based contractors
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compared to a quarterly target of 5%. On other hand the JBA through its capex implementation is has created
223 short-term job opportunities compared to a quarterly target of 150 job opportunities.

As outlined in the JDA’s 2022/23 Business Plan and Scorecard, in total there are 20 KPI's for the Agency (for the
second quarter 16 KPI's are targeted and 4 KPI's are not targeted).

Regarding performance against the JDA’s 16 targeted Strategic KPIs, 44% performance targets are achieved, 18%
perfermance targets are partially achieved, and 38% performance targets are not achieved.

The JDA achieved eleven KPIs during the midyear, these include the resolution of internal audit findings that are
tracked monthly through OPCA meetings, and the communication and media-related initiatives have increased
in the quarter under review. There has been a notable increase in the number of EPWP work opportunities
created and in SMME expenditure as a share of total expenditure in the second quarter.

JDA KPI Performance

100%
90%
80%
70%
60%
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40%
30%

20% - =
10% —
0% r————— — Sm—
Target achieved Target Partially achieved Target not achieved
— 90% 0% 10%

Q2 44% 18% 38%
— ()3 0% 0 0%

Q4 1 % 0%

% Achieved

The JDA’s Programme Performance Information Policy and Reporting Framework covers the procedures and
content in the IDA’s programme performance information management system. This includes for example, the
definition of key performance areas and indicators and targets in the business planning process and the
articulation of the link between programme objectives and results and the performance indicators and targets.
The policy is supported by a programme performance reporting framework based on a comprehensive scorecard.
This scorecard lists all the output and outcome performance measures that the JDA should collect data on for a
range of timeframes {quarterly, annually, or periodically). From this reporting framework, the annual scorecard
is developed, and the performance targets are set. The JDA policy and reporting framework only defines a target
as achieved with a 95-100% rating, a target as partially achieved with an 80-94% rating and a target not achieved
with anything less than a 79% rating. Hence any less than 80% is regarded as not achleved.

_
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SECTION 2: Service DeLveRYy CHALLENGES

Luring the 2" Quarter there are challenges that had effects on the JDA’s ability to attain the set targets.

Firstly, during the current quarter under review, the City faced extreme cashflow issues which affected its ability
to aflocate the JDA with sufficient weekly and monthly cash flow to pay service provider on time. This meant the
JDA could not pay its service providers on time and in turns that affected production rates on all the projects at
construction stage. Some projects were suspended by contractors due to delayed payments whereas others were
stopped by community members due to non-payment of community based SMMEs and general workers.

Secondly, some projects that were included in the JDA’s Business Plan at the beginning of the Financial Year based
on approved indicative budgets, did received final budget allocations from the City and Client Departments, thus
could not be impiemented nor could planned performance targets be achieved in the current quarter. Lastly, given
the difficult current economic conditions, in particular delayed payments by project clients and sponsor, the
construction industry has been impacted badly, and this has resulted in several contractors contracted by the JIDA
experiencing cashflow issues, which in turn negatively impacted planned preduction rates on site — and caused
project delays.

Given these service delivery challenges, JDA continuously ensures that contractor performance is monitored on a
regular basis and against the conditions of the contract. Procurements processes were agreed upfront as part of
the Development implementation Procurement Plan and has been monitored monthly.

== —
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Johannesburg Development Agency: Building a Better City of Johannesburg

6.2. EconoMIC DEVELOPMENT

A cluster of the JDA’s economic development programmes that aims to;

(i) Develop skills and capacity within the construction industry in Johannesburg

(i) Optimize the JDA’s contribution to inclusive economic growth and empowerment, and the
transformation of the construction industry; and

(iii) Establish a monitoring and reporting system to measure the impact of the JDA’s managing
contractor development programme.

TABLE 23: EPWP PERFORMANCE

1EPWP 2 EPWP
JDA Program & =

| Program 1 |
Program 2 42 ‘J 54 |

Program 3 33 55
TOTAL 98 223

6.3. GOOD GOVERNANCE, MANAGEMENT AND ADMINISTRATION
This programme manages the governance, admin and operational functions and improves efficiency through
Finance, Governance, Risk and Compliance, Supply Chain Management, and IT.

== —_— — = = e —_—
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CHAPTER 4: HUMAN RESOURCES & ORGANISATIONAL MANAGEMENT

SECTION 1: HUMAN RESOURCE MANAGEMENT

The JDA aims to be the employer of choice in its field. This is supported by the JDA’s overall objective, as set out
in its Employment Policy, to ensure that its employment practices and remuneration policies motivate and retain
talented employees and create an attractive work environment. The JDA periodically reviews all its employment
policies and practices in line with applicable prescripts to ensure that it remains retevant and practical for the
changing world of work and is attractive to potential employees.

Since May 2019, the JDA became a two-union workplace, with SAMWU (The South African Municipal Workers'
Unian) being the majority union ahead of IMATU {Independent Municipal and Allied Trade Union),

The JDA has adopted a new structure with new naming conventions and new role profiles.

The structure includes:

Top Management consists of the Chief Exegutive Officer {CEOQ)
Executive Management consists of the Executive Management Committee Team excluding the CEQ i.e.,

the:

1. Chief Financial Officer (CFQ),

2. Executive Manager: Project Implementation,

3. Executive Manager: Development Pianning and Facilitation
4. Executive Manager: Corporate Services,

5. Chief Audit Executive and the

6. Company Secretary

Senior Management consists of Heads of Departments and Managers in the departments that reports to
their Executives without heading departments, it comprises of;

1. Senior Project Managers x4

P2

Senior Manager: Project Planning & Development Facilitatian,

Senior Manager: Spatial/Urban Planning & Business Development,
Senior Manager: Strategy, Performance, Risk and Administration,
Senior Manager: Financial Management,

Senior Manager: Supply Chain Management,

Senior Manager: Human Capital Operations and Talent Management,

Senior Manager: Communication, Marketing and Public Relations,

© ® N D n s ow

Senior Manager: Internal Audit x2,
10. Sentor Manager: Information, Communication & Infrastructure Management,

In terms of physical location, there are 97 employees including temporary workers who are based at the JDA
Head Offices in Newtown. The JDA also hosts 16 Security Guards as part of the City of Johannesburg insourcing
project.

Ba—
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TABLE 24: COST OF SICK LEAVE - {1 OCTOBER 2022 — 31 DECEMBER 2022)

Total sick Proportio Employe Total Average Estimated
leave n of sick es using employees  Sick leave cost
Salary band leave sick in post? per

without leave employee
medical

% No. b Days

! . 1 I

| Top management — 0 | | 0 | 0 0

]

H 1
Executive management
{including Chief Audit 2 - I 5 0.4 0
Executive)

_Senior management . & 1 11 0,54 14,677.44 |
Middle management 10 = 2 37 0,27 16,206.01
Skilled technical/junior 24 m
management 0 = - 0 0 | 36,680.37

Semi-skilled 0 : 0 10 0 D
Unskilled 0 1] 0 ]

q 29,438.32

SECTION 2: EMPLOYEE REMUNERATION (TOTAL COSTS INCLUDING EXECUTIVES)

The Total Remuneration Costs for the period ending 31* December 2022 amount to R40 042 155. This figure is
inclusive of the Pension Fund. The JDA participates in Two Retirement Benefit Schemes: The eloburg Retirement
Fund and the City of Johannesburg Pension Fund {1 permanent employee). The total contribution for Group Life
Cover for the JDA employees and directors, for the period ending 31* December 2022 amount to RG65 285,

SECTION 3: KEY VACANCIES

The following is a list of key vacancies recorded in quarter of the 2022/23 financial year:

TABLE 25! KEY VACANCIES

Open Vacancies Progress
Chief Financial Officer Recruitment Stage
Company Secretary L Recruitment Stage
Executive Manager: Corporate Services Recruitment Stage
Manager: Strategy & Performance Monitoring Recruitment Stage
Senior Manager: Internal Audit On hold due to Budget
Senior Manager: Information, Communication & Infrastructure Recruitment Stage

' Senior Project Manager Recruitment Stage
Senior Manager: Development Planning & Facilitation On hold due to Budget

| - —
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TABLE 26: STAFF ESTABLISHMENT

No. of No. of % of
employees vacancies vacancies

Approved no. of posts per

Description
approved organogram

Total 144
3 e Approved no. of posts per No. of No. of % Of
S approved organogram employees vacancias vacancies

Top management level ! :

Executive management 6 5 1 16,7%
Senior management 19 11 8 42,1%

|Middie management 47 37 13 27,7%

| Skilled technical/junior managerment 42 24 18 42,9%

| Semi-skilled 13 [ 10 | 3 o 231%
Unskilled housekeepers/cleaners 16 9 10 62,5%
Total 144 g7* 53 36,30%

*Five employees are on fixed term contracts
*Inclusive of employaes within a pool

The basis for turnover rates is annual. To give an accurate indicator of the turnover rates year on year.
In the current period under review staff turnover is 4,2%.

TABLE 27: TURNOVER RATE

Total active employees at Terminations during Turnover rate
Details the financial year (YTD)

No. No. e
2022423

A total of 4 terminations recorded.

TERMINATIONS

Department

Corporate Services Black Female
Office of the CEO Black Female
Finance Indian Female
Human Resources Black Male

Retention Initiatives

The IDA remains committed to mitigate against resignations through various initiatives. These seek to make the
JDA an employer of choice by way of offering competitive market related remunerations structures to promote
staff retention as follows:

®* Structured interventions for employee development.

®* Organizational development and Job profiling.

* Periodic Salary Benchmarking to ensure alignment and best practice with industry remuneration packages
along with participation with Col initiatives on pay parity.

® Accelerated interventions targeted at continuous improvement on employee relations and employee
engagement.

—— — —— = —  — —— — —
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SECTION 4: EMPLOYMENT EQuITY

The JDA is committed to the principies of equity, non-discrimination and diversity enshrined in the Constitution
and the Employment Equity Act {1998} as amended. It aims to employ a diverse staff complement which is of a
geographical representation of our society and create equal employment opportunities to all.

The JDA’s Employment Equity Policy and Plan aims to advance and protect previously disadvantaged individuals
by providing opportunities for career advancement, growth, training, and development.

The Executive Committee and Human Resources and Remuneration Committee provide regular input into the
organization’s employment equity practices, strategies, direction, and initiatives.

Structures such as Employment Equity Committee and Nominated Shop Stewards have been put in place to
coordinate and monitor employment equity implementation across the organisation.

The JDA Human Resources undertakes an annual review of its empioyment equity processes and general
employment practices to inform the implementation of the Employment Equity Plan

The JDA Human Resources plans its annual employment equity targets in terms of its Employment Equity Policy
and reports to the Department of Labor in accordance with the provisions of the Employment Equity Act and
within legislated timeframes.

TABLE 28: EMPLOYMENT EQUITY DEMOGRAPHICS STATUS FOR PERIOD UNDER REVIEW

Occupational Levels Foreign Nationals

‘Female

Top Management N 0
Executive Management 3 0
5 0

i

| Senior Management
Professionally Qualified] 14
and Experienced |
specialists and  mid-
management.

Skilled technical and| 7 0 0 0 16 /1| 0 0 0 24 |
Academically qualified

workers, junior
management,
supervisors, foremen,
and

superintendents. | . | _
Semi-skilled and 3 0 i) 0 7 g ||&] a ] 0 10
discretionary decision
making.

Unskilled and defined s olo| o | a o
decision making

(%]
Nio v o e
olololo

(¥,

Total Permanent

Tempoaral Employess

Grand Total
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The JDA status for period under review:
" 96,9% of employees are Black African.
® 59,8% of employees are Female,
® 47,1% of Executive and Senior management positions are held by black females.
* The IDA has employees with physical disabilities of 1%, The JDA is committed to improve the percentage
representation of people from designated groups across all occupational categories.

City Targets JDA Achievements
| Black African employees |
Senior Management Female 35.9% 47,1% II
Disability 2% 1% |
—_—— = —_— — e — — — = — — s
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TABLE 29: STAFF MOVEMENTS
Staff movements  African Colored Indian White

Male Female Male Female Male Female Male Female

Appointments | 1 | 4 0 0 o | 0 0 0 5 |
Deceased | ol 0 (B 0 0 | 0 0 0 0
: Transfers 0 0 0 0 0 | 0 0 | 0 | 0
_Retirements 0 0 | @ 0 0| o 0 0 0
Dismissal 1 0 0 o | o] o 0o | 0 1
_Resignations 0 | 3 o | o o | o= o 0 3
End of contract 0 0 o | o o | o 0 o | o

SECTION 5: SKILLS DEVELOPMENT AND TRAINING

The JDA is committed to maintaining a healthy workforce The JDA is committed to employee training and
development, ensuring a variety of skill sets, thus building a pool of competent employees. It aims to provide an
integrated learning experience to its employees that will strengthen their commitment to the organization’s
values, enhance leadership capability and improve the JDA’s capacity to meet current and future businsss
requirements.

The JDA’s Learning Strategy is based on four pillars:

* Understanding the educational requirements of the organisation, based on competency assessments and
pivotal training.

®  Best practice learning design.

* Timely and appropriate learning delivery.

*  Assessment of the impact of learning interventions on overall company performance.

The JDA has created a culture of both on-the-job and off-the-job learning, which is embraced by all employees.
Training is an ongoing process of improving employees' knowledge, skills, and attitude to enhance job
performance and create opportunities for growth and career advancement.

An Individual Learning Plan (ILP} is both a document and a process that employees use — with support from Line
Management and Human Resources to address areas of development and to define their career goals
throughout their employment at the IDA. Training, which is part of Human Resources Development, is an
on-going process of improving employees’ knowledge, skills, and attitude to enhance job performance, create
opportunities for growth and advance careers.

The IDA funds appropriate Human Resources Development programmes that are practical and outcomes-based.
It also supports employees who wish to attain further qualifications to improve their productivity and career
enhancement,

A budget of R 613 000 has been allocated for training and development for the 2022/23 financial year. The actual
expenditure stands at R63 106, the training expenditure typically peaks within Q3 as most formal and
professional bodies membership registrations occur within that period. The JDA supports the attainment of
further educational qualifications by employees to improve their productivity. All training interventions were
provided as part and parcel of the approved individual learning plans.

= e = — ——
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SECTION 6: PERFORMANCE MANAGEMENT

The IDA views performance management as an integral part of the JDA ‘s business strategy which ensures
that employees deliver on the agreed scorecard and excellent performers are rewarded accordingly.

The JDA uses a scorecard to evaluate employee performance. Individual performance indicators are linked to
the JDA’s objectives and the City of Johannesburg’s integrated development plan scorecard. Objectives that
reinforce the culture of governance and risk management among managers are also included.

As part of continuous employee development, coaching, mentorship, and training interventions are
implemented to assist employees to perform to the required performance standards,

SECTION 7: DISCIPLINARY MATTERS AND OUTCOMES

The following table summarized the outcome of disciplinary hearings conducted within the entity for the pericd
under review:

VABLE 30: DISCIPLINARY HEARINGS FINALISED AS AT 31 DECEMBER 2022

Type of misconduct Number % Of Total
Dishonesty 0 ]
Absen_teeism 0 : : ﬂ i
- Insubordination (1] [ o -
Negligence | i 100%
Poor pe:formance other than incapacity | 0 0 =
_lmproper behavior 3 0 L 0 ] |
Theft i == 0 I f 0 \
| Misuse of state vehicle 1] | 0 3
. Suspension |

SECTION 8: LEAVE AND PRODUCTIVITY MANAGEMENT

The JDA is committed to the effective management of leave for its employees, and all Line Managers should
ensure effective planned leave management within their respective Departments,

The following table gives an analysis of the various leave types and how they were utilized by IDA employees
in the period under review.

The most highly utilized leave type is annual leave with a total of 281 days, with maternity leave being the
second most utilized leave type, with a total of 66 days, and finally study leave 47 days.

L — —_— — B N
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TABLE 31: LEAVE ANALYSIS PERFORMANCE AS AT 31 DECEMBER 2022

Type of Leave

July
2022

2022

2022

August September October
2022

November
2022

December
2022

Total

Annual Leave
Sick Leave 3 4 I 13 5 0 36
Family Responsibility 0 s 1 g 2 2 |
Study Leave o 15 22 6 a 0 47

:. Maternity Leave I 0 0 ] "2 22 23 66 |
Paternity Leave :l 4] 0 ) a 10 0 10

SECTION 9: EMPLOYEE WELLNESS

The JDA is committed to maintaining a healthy workforce and providing a safe and hygienic working
environment. The DA has Life EHS as a service provider outsourced to offer free trauma counseling and
free legal and financial advice for all em ployees. The service provider is appointed to offer a confidential,
24-hour persenal support and information service, which employees, as well as their partners and
immediate family, may access through a toll-free number for assistance with health, financiai, legal, and
other issues,

The IDA receives statistical information on the issues discussed to enable it to identify and implement
solutions to the issues raised. The identities of the employees who use this service remain strictly
confidential. The overall objective therefore of the employee wellness program is to improve the quality
of life of all its employees through the provision of quality, sustainable and Iifelong Wellness Programmes
that work towards the holistic development and support of all employees professionally and
confidentially while providing support and assistance to alleviate the impact of everyday work, personal
and family challenges,

HIV/AIDS in the Workplace

The JDA’s HIV/AIDS Policy Is aligned with the City of Johannesburg's policy and its HIV/AIDS coordinator
attends the Col HIV and AIDS Committee meetings. The policy ensures that no employee is discriminated
against based on their HIV status. All employees must respect the confidentiality of information
regarding existing or potential employees with life-threatening illnesses,

Any empioyee who divulges information without the employee’s knowledge or consent will be
disciplined in accordance with the disciplinary code and procedure of the JDA. The JDA reserves the right
to request medical advice or intervention in instances where an employee’s illness adversely affects
performance, or where an employee claims that he/she cannot work in certain situations due to illness.
All employees are encouraged to know their HIV status and to remain healthy if they are living with HIV,

The HIV/AIDS Programme runs awareness and educational campaigns provide free condoms, shares
videos, and offers free helplines. The program ensures that employees with HIV/AIDS are treated in a
fair, consistent manner and are informed about their rights and employee benefits.

— — —
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SECTION 10: EMPLOYEE BENEFITS

The Total Remuneration Costs for the period ending 31° December 2022 amount to R40 042 155. This figure is inclusive of
the Pension Fund. The JDA participates in Two Retirement Benefit Schemes: The eloburg Retirement Fund and the City of
Johannesburg Pension Fund {1 permanent employee). The total contribution for Group Life Cover for the JDA em ployees and
directors, for the period ending 31% December 2022 amount to RS65 285.

SECTION 11: OCCUPATIONAL HEALTH & SAFETY PROGRAMMES

The service provider is now appointed for the thirty-six-month period, to ensure compliance at the Bus Factory through
quarterly OHASA audits. The Safety, Health and Environmental Legal compliance audit was conducted, it concluded with
the average audit score of 94.18% for the quarter. This is within the desired audit score however some concerns were
raised.

This includes the noted water leakage problem at the JDA that are posing a significant high safety, health and
environmental risk to the JDA employees, tenants and visitors.

The safety auditis meant to identify risks and cases of non-compliance with the Occupational Health and Safety Act (1993),
enabling the JDA to implement risk mitigation plans to reduce the risks and address cases of non-compliance.

OHS COVID-19

As the employer, JDA has an obligation to ensure compliance with COVID-19 Occupational Health and Safety Measures in
Waorkplaces (C19 OHS), 2020, and Disaster Management Act, 2002. To ensure compliance with the above-mentioned
regulations a compliance manual informed by OHS COVID-19 regulations has been communicated to alf staff, which states
health and safety protocols. As per para. 47 of regulations, a COVID-19 compliance manager has been appointed, to
among other things, ensure adherence to the standards of hygiene, safety, and health protocols relating to COVID-19 at
the workplace.
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CHAPTER 5: FINANCIAL PERFORMANCE

SECTION 1: STATEMENT OF FINANCIAL POSITION AND HIGH-LEVEL NOTES

STATEMENT OF FINANCIAL POSITION FOR THE QUARTER ENDED 31 DECEMBER 2022

Year ended 31 December 2022

Budget Variance
R’000 R’000

Non-current assets 28413 28380 a3 1
Property plant and equipment 6506 6 500 {7
Deferred tax 3619 3600 19
Intangible assets 18 288 18 280 8
Current assets 802 397 702 939 99 458 2
Trade and other receivables 500 813 400 000 100813
Prepayments 24364 24 364 0
f 77
Vat Receivable 277 218 277 200 19
Cash and cash equivalents 1 3 (1)
[ et 830810 731319 | 99491
EQUITY AND LIABILITIES
Capital and reserves 11023 43278 (30 882) 3
Contribution from owne: 16 278 16 278 {0)
Actuinilated sUrplus/{dencit) (5 255) | 27 000 (21 745)
Non-current liabilities 18099 | 18039 - s
Finance lease obligation - _... 0
Deferred taxation 18 098 18099 | 0
Project funds payable 0
' Current liabilities 801 688 569 042 232 646
Loans from shareholders 533 080 300 000 233080
Trade and other payables | 228 104 228 100 4
VAT payable - - 0
Finance lease obligation 42 42 0
Project fund payabie 34 558 35000 | (442)
Provisions — bonus 5904 5900 4
Total equity and liabilities “ 830810 | 630419 | 200 391
e — —— _— — =S - m—— — —
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The decreases on the property plant and equipment it is due to decreases in depreciation because of the change in
accounting estimate,

The increases on the current asset it due to the following
{1) The favourable variance on trade receivabie it is due to invoices that were issued to COJ in December.

Changes on the Reserve/Net Assets it is due to the deficit of R3.8 million. We are awaiting interest write off by the council
which will reduce the deficit balance on the accumulated reserve.,

The movement of the non-current liability is immaterial.

The variance is above than the target overdraft of R300 million . This is mainly due to invoices that were raised faccrued
in June 2022 that were pafd in July -August. However, JDA contracts with suppliers with regards to the development
projects implemented by the JDA on behalf of the City of Johannesburg and pays these suppliers within the legislated
period of 30 days. These expenditure items are then claimed from the City with the inclusion of the JDA management fee.
Majority of the long outstanding claims related to the City of Johannesburg. Although the recovery time for claims has
reduced, the DA still incurs capital expenditure during the claims recovery period which results in final overdraft balance
on the treasury sweeping account.

The reason for not being able to pay invoices within 30 days is due to the Cash Flow challenges which is currently being
experienced with the COJ.
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SECTION 2: STATEMENT OF FINANCIAL PERFORMANCE AND HIGH-LEVEL NOTES

STATEMENT OF FINANCIAL PERFORMANCE FOR THE QUARTER ENDED 31 DECEMBER 2022

Original
approved

Budget
R'000

Year to date

Budget

R’000

Variance

| Gross revenue 124 057 45 554 62029 15 470) = |
| Operating costs (116 850) . (48 285) (58 425) 10 140
L 7 207 {1733) 3 604 (5337)
surplus/{deficit)
Other operating Income and (7 207) | (22292) | (3604) | {3 964)
expenditure
| Interest expense (7 207) 0 (3 604} 3604 7
r Interest income 0 0 0 i -
| Deficit before {24 025) 0 =
| tax
Taxation

Surplus/(Deficit) after tax (24 025)

|5 Management fees are budgeted for in accordance with the capital project expenditure. The overall actual revenue is below
| the budget revenue by 25% due to capex expenditure not being achieved

| 6 The negative variance is mainly due to delay in the procurement process which resulted in the target not being achieved and
#lso because of vacant positions.

*

7 The interest expenditure incurred relates to interest charged on an overdrawn treasury account balance. The overdrawn
| balance is mainly due to long outstanding claims that was received late or still outstanding from the various departments.
The IDA contracts with suppliers with regards to the development projects implemented by the IDA on behalf of the City
of johannesburg and pays these suppliers within the legislated period of 30 days. These expenditure items are then claimed
from the City with the inclusion of the DA management fee. Majority of the long outstanding claims related to the City of
Johannesburg. Although the recovery time for claims has reduced, the DA still incurs capital expenditure during the claims
recovery period which results in final overdraft balance on the treasury sweeping account. The outstanding balance as at
the end of the second quarter relates to balances that were owing from the 2021/22 financial year.

=
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SECTION 3: CASH FLOW STATEMENT

CASH FLOW STATEMENT FOR THE QUARTER ENDED 31 DECEMBER 2022

Year to date

Budget Variance
R'000 R'000

Cash flows from operating activities i
{33 584) (134) (38 440)
Receipts
' Grants | 0 0 e
Interest received 0 0 0
Cash receipts from CAPEX funding gy i (228541) 1
0 0
Other recelpts . 0
0 0
Payments
Employee cost !
~ E '_y (40) (80) 39 12
! URESEEs (530 244) (718 173) 150 006 [13
| Taxes 0 0 o
| Cash flows from investing activities 0 c 0
' Expenditure to maintain ' .
operating capacity
| Property, plant, and equipment acquired
= 0
Proceeds from sale of property, plant, and >
equipment o
“Purchase of intangible assets o 0
“Cash flows from financing activities 1 33 584 (300) 38874 14
| Mavement in project funds payable 0 0 0
Proceeds from Shareholders’ loan 33542 (300) 38874
Repayments of Shareholders’ loan 3 0
" Finance lease repayments (42) {80) =

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at
beginning of the year

Cash and cash equivalents at the end
of the year
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11 | The positive balance is mainly due to the June 2022 claim paid within the current year.

12 The variance it mainly due to vacant position that are not yet filled.

13 | The variance is due to site being closed due to COJ cash flow challenges and therefore not able to achieve target.

14 | The variance is due to the inability of COJ not paying claims within 30 days.

SECTION 4: NET ASSETS

STATEMENT OF CHANGES IN NET ASSETS FOR THE PERIOD ENDED 31 DECEMBER 2022

Share Share Total share Accumulated Total net
capital premium capital surplus assets
R'000 R'000 R'000 R'000
Opening balance as previously reported 60 16278 16 278 67 640 83918
Adjustments 0 I & Ol 0 (17 082) (17 082)
Pricr year adju;frhents 1] 0
Balance on 01 July 2021 60 16 278 16 278 50 558 66 836
Changes in net assets ' o
| Surplus for the year 0 o (31 788) (31 788)
| Total changes 0 o| (31 788) (31 788)
Balance on 01 July 2022 60 16 278 16 278 18 770 35 048
Changes in net assets
Profit for the year 0 0 LS (24 025) (24 025)

Total changes 60 16278 16 278 (5 255) 11023
Balance on 31 December 2022 G0 16 278 16 278 (5 255) 11023
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SECTION 5: RATIO ANALYSIS FOR THE PERIOD ENDED 31 DECEMBER 2022

Key Performance Area Targets Actuai BZIOEfcember Actual 3210l2)§cember

Current ratio Abovel:1 _ 108:1 11
Solvency ratio Abovel:1 1.08:1 1.01:1
Salaries to expenditure Below 60% 67% 57%
Revenue R30.8 million R45.43 million R46.56 million
“Expenditure includin
e - R30.8 million R48.1 million R70.5 million
Surplus / {Deficit) R nil {R2.68 million) (R24 million})
Total net assets R47.4 million 79.8 million 11. million |
l Capital expenditure 50% 29.39% 26.73%

1 Current ratio is just above the target in the current year of assessment and is below Q2 for the prior year.

2 Solvency ratio has slightly improved and is just above the target and below the Second quarter of the
previous year mainly due to invoices that were received in December.

3 Remuneration to expenditure ratio is below 60% which is an acceptable taréet however there are vacant
pasitions and higher interest expense.

4 The target was not achieved since we only achieved 26.73% and it was to site having being closed which
| emanates from COJ cash flow challenges.

= — — _— —— — — — —
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SECTION 6: SUPPLY CHAIN MANAGEMENT

The IDA’s supply chain management policy uses committee systems for the procurement of services and goods
above specified limits. Existing committees include the:

®  Bid Specification Committee.
®  Bid Evaluation Committee.
"  Bid Adjudication Committee.

There are two bid adjudication committees, capital expenditure and the other for operating expenditure:

* The Capital Expenditure Bid Adjudication Committee members include the Chief Financial Officer
(chairperson), two Senior Development Managers (whose bid is not being adjudicated), the Risk and
Compliance Manager, the Executive Manager: Project Implementation, Company Secretary /Legal
Manager and the Supply Chain Manager.,

® The Operating Expenditure Bid Adjudication Committee includes the Chief Financial Officer
{chairperson), the Supply Chain Manager, and the Senior Manager: Marketing, Executive Manager:
Corporate Services, the IT Manager, Company Secretary/Legal Manager and the Risk and Compliance
Manager. Neither committee is authorized to make procurement decisions above R10 miltion.

Supply chain deviations and approval

According to regulation 36(1} of the Municipal Supply Chain Management Regulations, the accounting
officer -

{a] may dispense with the official procurement processes established by the SCM policy and procure
any required goods or services through any convenient process, which may include direct
negotiations, but only:

i. Inanemergency.
ii. if such goods or services are produced or avaitable from a single supplier only,
iii. If acquiring special works of art or historical objects where specifications are difficult to compile.

iv. If acquiring animals for zoos, or
v. In any other exceptional case where it is impossible or impractical to follow official procurement
processes; and
{b) Ratify any minor breaches of the procurement processes by an official or a committee acting in terms
of delegated powers that are of a purely technical nature.

Reg. 36(2) requires the accounting officer to record the reasons for any deviation in terms of sub-
regulation (1} (a) and (b} above and report them to the board of directors in the case of a municipal
entity.

To give effect to regulation 36, the CoJ’s supply chain management policy allows the accounting officer to
deviate from normal procurement processes under the circumstances outlined above. In terms of regulation

—
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36(1) (b), the accounting officer may ratify any minor breaches of the procurement processes by an official or
a committee acting in terms of delegated powers that are of a purely technical nature.

The accounting officer ratified the following deviations for the year to date:

The deviation from obtaining at least a minimum of three written quotations in terms of Regulation 16, 17,
and 18 of the MFMA Act 56 of 2003. The accounting officer ratified a minor breach in the supply chain process
for the appointment of service providers through the request for quotation process where less than the
minimum three quotations were received, For the period 1 July 2022 to 31 December 2022 there were 2
setvice provider appointed where less than three quotations were returned or obtained to a combined value
of R42,480.00 (Excluding VAT).

According to Regulation 44 of the Municipal Supply Chain Management Regulations the regulation prohibits
municipal entities from awarding contracts to a person who is in the service of the State. For the period 1 July
2022 to 31 Decemnber 2022 the JDA has not awarded any contract to a person who is in the employment of
the State.

Black Economic Empowerment

The IDA reports on the BBBEE share of both actual expenditure and contractual commitments for all active
contracts. The table below shows the BBBEE's share of capital and operating expenditure. For the period 1
July 2022 to 31 December 2022, the overail BBBEE share of expenditure was R171,411,592.20 This translates
into an achievement of 100% BBBEE claimed against quarterly expenditure.

TABLE 31: SUMMARY OF BBBEE EXPENDITURE®

Q2 2022/23

Description
Total Expenditure BBBEE Claimed BBBEE %

R170,054,366.36 R169,222,359.QOI 100%

R2,183,473.18 R2,189,233.14l 100%

Consolidated Opex

and Capex R172,237,809.54 R172,411,592.20 100%

The JDA uses various criteria for calculating the BBBEE claimed. Each service provider’s individual BBBEE rating
affects the amount of expenditure the JDA can claim as being from a BBBEE-compliant service provider when
calculating its preferential procurement points. The higher the service provider’s rating, the more expenditure
can be claimed. If the agency buys from a level 1 service provider, it can claim 135% of the actual expenditure.
For example, if the JDA spends R10 000 with a level 1 service provider, it can claim R13 500 as BBBEE spend. If it
spends R10 000 with a level 6 service provider, it can only claim R6 000. The JDA claims 135% for service providers
with a B-BBEE level 1, 125% for level 2, 110% for level 3, 100% for level to 4, 80% for level 5, and 60% for level &,
50% for level 7 and 10% for level 8.

5The reason why there is a difference in total expenditure and expenditure climed for BBBEE is that the JDA’s 5% Development Fee and retentions have been sxclude
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The JDA confirms the validity of BBBEE certificates by verification agencies by tracing the name of the agency
to the South African National Accreditation System’s list of accredited agencies. Each BBBEE level is translated
into a BBBEE score reflected as a percentage. For example, BBBEE level 6 equals 50%, while BBBEE level 1 equals
135%.

B-BBEE Number of Points
Stautr*¥®! | ©-8BEE Recognition  [Tenders up to R30,000 | Tanders above K50
Contributor RS0 million miillon
1 135% = 20 10
2 125% 18 8
3 110% 14 1 6
_ 4 100% i2 5
5 _ BO% — 8 - 4
8 B0% 8 e
I | 50% 4 2 _
—~..B 10% L Sy L
Non- 0%
Compliant 0 0
contributor

FIGURE 5: BBBEE CONTRIBUTION TABLE

Enterprise / SMME Development

In line with national development and shared growth imperatives, the Col recognizes that creating jobs
and ensuring that SMMEs have access to procurement opportunities are essential elements of an
economically viable city.

Over the years, the JDA has established processes and practices to support job creation and enterprise
and skills development for previously disadvantaged groups, including black people, women, youth, and
people with disabilities. But the impact of these processes and practices have not been adequately
measured and reported on in the past. The agency has also recognized the need to consolidate and
extend these practices by designing and implementing a programme that will drive the achievement of
empowerment objectives and align projects and approaches to address the challenges facing previously
disadvantaged enterprises.

The enterprise development programme is made up of the following components:

= Emerging contractor development for SMMEs working on JDA projects (both subcontractors and
those contracted directly by the JDA). This includes general training.

* Training on winning business for SMMEs (with a focus on unsuccessful bidders identified through
the JDA tender process).

The IDA reports on the SMME share of both actual expenditure and contractual commitments for ail active
contracts. The table below shows the SMME share of capital and operating expenditure. The SMME share of
JDA’s operating and capital expenditure was R80,468,885.17 for the period 1 July 2022 to 31 December 2022,
This constitutes achievement of 47% for the period under review.

— — —
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TABLE 32: SUMMARY OF SMME EXPENDITURES

Description Q2 2022/23

Total Expenditure SMME Claimed SMME %
' R170,054,336.36 R79,059,090.14|

R2,183,473.18 R1,409,775.03

Consolidated Opex
and Capex R172,237,809,54 R80,468,865.17

Report in Irregular, Fruitless and Wasteful Expenditure and Due Process

For the perfod 1 July 2022 to 31 December 2022 there was no irregular, fruitless, wasteful, and unauthorized
transactions.

=S e — S —— —
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Johannesburg Development Agency: Building a Better City of Johannesburg

SECTION 9: STATEMENT ON AMOUNTS OWED BY AND TO GOVERNMENT DEPARTMENTS AND
PuBLIC ENTITIES

This measures effective debtor management and an assessment of the amounts owing by the various
Government departments and entities.

TABLE 34: AMOUNTS OWED BY GOVERNMENT DEPARTMENTS AND PUBLIC ENTITIES

Name of department Balance Comments
R
|
City of Johannesburg - | 37 299 386 The Balance relates to amount outstanding from
Asset Management December claims that were submitted.

Balance mainly relates to amount outstanding from
184 631 857 June 2022 claims and prior and current claims that were
submitted in December.

City of lohannesburg-
Transport

City of Johannesburg -
¥ € Balance mainly relates to amounts outstanding from

Departinent of . . .

K 276 330,22 current claims that were submitted in December.
Planning
City of Johannesburg - Balance mainly relates to amounts outstanding for
Economic 23722915 longer than 30 days. Majority of the balance relates to
Development claims which were submitted more than 360 days.
City of lohannesburg n Balance mainly relates to amount outstanding from
Emergency 61988 702 June 2022 claims and current claims from Jjuly to
Management Services December.
City of Johannesburg - 9320 819 Balance mainly relates to amounts outstanding relating
Health to long overdue that is more than 360 days.

Balance mainly relates to amount outstanding from

City of Johannesburg -
¥ € 25818 252 June 2022 claims and current claims from July to

Housing December.
City of Johannesburg - 9041957 | Balance mainly relates to current claims submitted in |
Social Development December.
F_Eity of lohannesburg - Balance mainly relates to amount outstanding from
Community 49 650 504 June 2022 claims and current claims from July to
I_Dewek:;pment | December, -
City of Johannesburg - 3 850 363 Balance mainly relates to amount outstanding from
GSCPR 2015 and beyond.

Balance mainly relates to amounts outstanding from

City of Johannesburg -
v § 91705 443 June 2022 claims and claims that were submitted in

City Manager
i = November and December.
| City of Johannesburg - 3 506 885 Balance mainly relates to amounts outstanding from
RA December Claims.

500 813 415
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CHAPTER 6: INTERNAL & EXTERNAL AUDIT FINDINGS
SECTION 1: PROGRESS ON INTERNAL AUDIT PLAN

The chart below serves to reflect an overview of the audit conclusion made regarding the control
environment based on the audits completed by internal audit in the period of 1 October to 31 December
2022. Overall, there were eleven (11) audit projects completed by internal audit.

Summary of Internal Audit conclusion on the control environment
Audits Q2 of 2022/23

\

Requires Improvement = Satifactory = linsatisfactory

E——o o . - |

35: PROGRESS AGAINST THE APPROVED 2022/23 ANNUAL INTERNAL AUDIT PLAN {1 OCTOBER 2022 - 30
DECEMBER 2022)

. .- Overall
Audit Description Status Conclusion
L. |2nd Quarter (2022/23) Follow-up on Internal and External Audit findings 1 Requires
P - 85. | Completed improvement
W B 1 3 . Requires 1
2. |Management of strategic risk register. Review the fraud risk management, Completed Improvement
programme. Review of the Enterprise -Wide Risk management.
3. |Auditofthe adequacy and effectiveness of the compliance function. Review Completed Requires
the effectiveness implementation of ethics management programme. 1 improvement
[ A ’ .
, ) . : Completed Requires
4. |Audit of the Budget and Expenditure Management utilizing data analytics. T
5. |1st Quarterly Audit of performance information (Audit of the Pre- i Imeg\:l ;ﬁfant
Determined Objectives). P :
5. Appointment of main contractor for the Chris Hani sports complex Phase 1 e
7. \Appointment of main contractor for the implementation of the Murry Park el
| Library Phase 1
’_8. i Appointment of main contractor for the Pennyvilie Public Environment Completed
Upgrade
9, |Appointment of main contractor for the refurbishment of administration| C°MPleted
building at BRT Selby — Deport Phase 2C
10 Appointment of main contractor for the Construction of New Protea Clinic| Completed
Ll Vodacom Phone Contract review Completed
E————— —— — — TS = - —
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TABLE 36: CONTROL ENVIRONMENT CONCLUSION EXPLANATION

Control Environment Definition Indicator

Audit results indicate that A breakdown in the overall management of a part of the
insufficient  reliance can be business or the process being reviewed.

placed on the design and
operational effectiveness of
intemnal controls to mitigate
therisks to  which the
activity under review is
exposed.

= Primarily “Catastrophic” risk findings.

®  Actions are likely to bring IDA’s brand and
reputation into disrepute.

= A breakdown in accounting, reporting and other key
financial and operating controls.

® Non-existent financial and operating controis.

*  Non-compliance to faws and regulations.

I dit results indicate that limited ®  Primarily “Major or moderate” risk findings.
eliance can be placed on the » Inadeguate compensating controls.
esign and operation of interna = Qverall control environment of The audited

Requires controls to mitigate the risks t process/focus area is of a vulnerable standard.
improvement ich the activi = Qverall contro! environment for the audited.
nder review is exposed.

I
]

udit  results indicate that e  Primarily "Minor or insignificant” risk findings.

ufficient reliance can be placsti «  Qverall control environment for the audited
the design and operation o process/focus area is of the required standard.
raternal controls to mitigate thi "

: . y Adequate compensating controls in place.
sks to which the activity.

e ——— e — —— _— E———
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SECTION 2: PROGRESS ON RESOLUTION OF INTERNAL AUDIT FINDINGS

Internal Audit conducts follow-up reviews monthly on the status of unresclved findings and then provides
these monthly reports on the status of unresolved findings to the Chairperson of the Operation Clean Audit
{OPCA) Committee and the Group Risk Assurance Services for discussion with the City Manager. On a
quarterly basis Internal Audit, these reports are presented to the Audit and Risk Committee, which monitors
the progress made by management on the implementation of recommendations and action plans.

On a quarterly basis, management reports to the Audit and Risk Committee on the progress made towards
resolving audit findings raised by Internal Audit and the Auditor General. Internal Audit also provides
independent assurance to the Audit and Risk Committee on the progress made by management in resolving
audit findings.

A schedule of audit findings raised has been maintained since the 2014/15 financial year. Monthly follow-up
on the resolution of audit finding is done on this schedule. As of 31 August 2022, Internal Audit verified that
eighty-four percent (84%) of audit findings were resclved and sixteen percent {16%) of audit findings.

The table below provides a summary of Internal Audit Findings raised from 2014/2015 to 2022/23 financial
period:

TABLE 37; INTERMAL AUDIT FINDINGS

Total Unresolved

Financial Period Findings Total Resolved Findings Total Findings
2013/14
2014/15 0 17 | 17
2015/16 0 45 45
: 2016/17 . 0 58 cg
2017/18 5 2 38 V) 40 !
2018/19 . 1 32 - - 33 >
- 2019/20 | 1- 19 20
> 2020/21 . & 18 | 24
2021/22 45 g 54

Total

Percentage

—_— e = S —— s — _—
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SECTION 3: PROGRESS ON RESOLUTION OF EXTERNAL AUDIT FINDINGS

The table below provides a summary of AG Findings raised from 2014/15 to 2020/21 financia! period:

TABLE 38: AUDITOR GENERAL FINDINGS

Financial Period Total Unresolved Findings  Total Resolved Findings Total Findings

2014/15 0 11 11
i 2015/16 0 34 34
I 2016/17 0 6 6
I 2017/18 il 4 3
2018/19 B 0 5 5
2019/20 0 21 21
2020/21 6 5 11
Total T
Percentage B%

On a guarterly basis, management reports to the Audit and Risk Committee on the progress made towards
resolving audit findings raised by Internal Audit and the Auditor General. Internal Audit also provides independent
assurance to the Audit and Risk Committee on the progress made by management in resolving audit findings.

The Audit and Risk Committee has in recent meetings, requested management to provide a report outlining
action plans to ensure that all unresalved findings outstanding from the previous financial years are resolved
promptly.

= e — — = _ —— =
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SECTION 4: STATE OF INTERNAL CONTROLS

Effective risk management and compliance with government regulations are driving the need for ongoing auditing. JDA
is subjected to internal and external audits each year, thus making audit coordination and management vitally important
by ensuring timeous implementation of corrective action to clear audit findings and strengthen risk management and
compliance. Regular audits are essential to reduce the risk of non-compliance.

Internal controls refer to the policies, practices, and systems that the entity has put in place, to provide reasonable -
assurance that the organisation will achieve its objectives, prevent fraud and corruption from occurring, protect
resources from waste, loss, theft, or misuse, and ensure that resources are used efficiently and effectively.

The JDA has a system of internal control to provide cost-effective assurance that the entity's goals will be economically,
effectively, and efficiently achieved. In line with the MFMA, the International Standards for the Professional Practice of
Internal Auditing issued by the Institute of Internal Auditors, and the King Code Report on Corporate Governance,
Internal Audit provided the Audit and Risk Committee and Management with quarterly internal audit reports in terms
of its approved annual Internal Audit Plan.

From the Internal Audit reports, it was noted that there were no material deficiencies in the system of internal control
for the reporting period.

The entity also has various functional and effective management structures, such as the Executive Management
Committee, Programme Project Management Committees, and Operation Clean Audit Committee, to review,
monitor, and evaluate programme performance and take corrective measures where necessary.

Management is committed to addressing control weaknesses identified by internal and external audits through the
implementation of audit recommendations and monitoring of action plans. However, there is still room for
improvement as stricter commitment is required from management to ensure those audit findings are promptly
resolved. Based on the internal audits completed in this financial year, the internal audit’s overall conclusion on the
state of internal controls is that controls currently in place are adequate; however partially effective to provide
reasonable assurance that JDA objectives will be achieved. The overall JDA control environment requires

improvement.

—
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ANNEXURES
ANNEXURE 1: ACRONYMS AND ABBREVIATIONS
ACRONYM DEFINITION
ARP Alexandra Renewal Programme
BBBEE Broad-Based Black Economic Empowerment
- BRT Bus Rapid Transit
CAE Chief Audit Executive
CBD Central Business District
CEQ Chief Executive Officer
CFO Chief Financial Officer
CPC Community Participation Consultant
_”Euf w-City o-f]ohannesburg
T-:'.EI = Capability support agents
EM Executive Manager
EPWP Expanded Public Works Programme
GDS Growth and Development Strategy Joburg 2040
;.15 Growth Management Strategy
.I_GRAP Generally Recognized Accounting Practice
| IcT Information and communication technology - -
SCM Supply Chain Management B PR e )
-I"I‘ " I_n_forma;ion technology
King Code King Report on Goverl_ﬁance for South Africa and the ;ing Code of Governance =
ki . | Key perf_ormance indicator
MFMA Municipal Finance Management Act {2003)
NMT Non-motorized transit = =
E)PCI_\ B Operation Clean Audit Committee
";M_ME | Slmall, Medium, and Micro enterprise
TOD Transport Orientated Development
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