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CHAPTER 1: JDA LEADERSHIP AND CORPORATE PROFILE

SECTION 1: CORPORATE PROFILE AND OVERVIEW

The JDA was established by the City of Johannesburg (ColJ) 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 neighbourhoods, mostly in the
inner city. However, this has evolved to focusing on transforming Johannesburg into a resilient, sustainable
and liveable city by developing transit nodes and corridors.

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 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
mobilise 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 in
which the JDA operates, there are challenges that affect area-based development and the JDA’s ability to
facilitate common economic and social objectives.

Political governance and accountability

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 JDA’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 economic
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 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.

SECTION 2: STRATEGIC GOALS AND OBJECTIVES

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

TABLE 1: STRATEGIC GOALS AND OBJECTIVES

Strategic Goals Aligned to Eight Strategic Objectives

Create  great | Creating robust democratic public spaces that give | 1. Restructure the city by developing

places dignity and choice to city users. As urban densities defined, strategic geographic areas
continue to rise, the public spaces in cities are becoming around the city and the movement




Strategic Goals

Aligned to Eight Strategic Objectives

increasingly important 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.

corridors that link them.

Encourage sustainable energy
consumption and land-use in the city
by developing strategic transit nodes
and corridors.

Catalyse
growth and
investment

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

Promote economic growth by creating
efficient and competitive business
environments that cluster industries
and functions in these areas.

Turn around declining investment
trends in these areas by upgrading
public space, generating shared visions
for future development, and
encouraging  urban  management
partnerships.

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 realising
these connections.

Develop local economic potential in
marginalised areas to promote access
to jobs and markets.

Promote economic empowerment
through the structuring and
procurement of JDA developments.

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

. . Support roductive  development
the development of local solutions. Unfortunately this PP . P P .
. partnerships and co-operation
Co-produce has not always been successful and often simply takes .
. . . . between all stakeholders in these
solutions the form of decision-makers telling communities about areas
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 cultivate a much more
sustainable sense of ownership, civic pride and
citizenship.
To strengthen the JDA's operations to
Continuous Underpinning all the strategic goals, there is the need for ensure that it remains an effective,
improvement the JDA to run as efficiently as possible. efficient, sustainable and well-

governed organisation.

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 JDA 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 six substantive programmes:

TABLE 2: SUMMARY OF JDA SUBSTANTIVE PROGRAMMES

JDA Development

Programmes

Purpose

1: Inner city transformation

and by facilitating partnership initiatives.

Manage the development of the Johannesburg inner city through capital investments in
selected areas, by overseeing integrated investments by other departments and entities,

Guided by the Inner City Transformation Roadmap as approved by the City of




JDA
Programmes

Development

Purpose

Johannesburg in 2013, the JDA will focus on strengthening the position of the inner city as
a critical business and residential node and the primary gateway to transit networks for
the city; financial services networks for the City Region; and cross-border trade networks
for the African continent. The JDA will continue to implement a phased plan to strengthen
inner city precincts, address movement challenges, and improve the quality of the built
environment across the inner city.

2: TOD / Station Precinct
development

A station precinct development programme that encourages optimal development of
transit hubs and corridors across the city, which provide access to affordable
accommodation and transport, high quality public spaces and amenities, and good
community services.

3: Priority Area Planning &
Implementation

Manage the development of strategic economic nodes in marginalised areas through
capital investments, overseeing integrated investments by other departments and
entities, and facilitating partnership initiatives

4: Greenways

The greenways programme that focuses on providing resilient, liveable and sustainable
environments within the City by using roads and transport modes to promote walking,
cycling, and sustainable public transport. This programme includes the continued roll-out
of the Rea Vaya BRT infrastructure and service.

5: Alexandra Renewal

Project (ARP)

The Alexandra Renewal Project (ARP) which is established to coordinate
intergovernmental activities to develop Alexandra. Manage the development of Alexandra
through capital investments, overseeing integrated investments by other departments
and entities, and facilitating community based initiatives and local economic development
strategies. Most of the work involves human settlement development projects such as
hostel upgrading, housing development and the construction of community facilities

6. 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 (ii) Optimise 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.

In addition, we ensure good governance of the organisation through an operational programme, resourced to

support the optimal performance of the above six substantive areas:

TABLE 3: SUMMARY OF JDA OPERATIONAL PROGRAMME

JDA Operational Programme

Programme Purpose

7: 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.

The JDA’s current business plan represents a spatial response to specific Priority Transformation Areas as

outlined in the 2015/16 Spatial Development Framework.




FIGURE 1: SDF 2040 PRIORITY AREAS
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TABLE 4: SDF PRIORITY TRANSFORMATION AREAS AND CORRESPONDING JDA DEVELOPMENT REGIONS AND PROGRAMMES

SDF Priority | Corresponding JDA Regional | JDA Development Programmes
Transformation areas Programmes
Strengthening the | Inner City and the OIld South . .

. . . . Programme 1: Inner city transformation
metro core (including Turffontein and Mining

Belt)

Programme 2: TOD / Station Precinct development

Unlocking Soweto

Greater Soweto (including Lenasia,
Eldos, Nancefield)

Programme 2: TOD / Station Precinct development
Programme 3: Priority Area Planning &
Implementation

Consolidating public
transport backbone

The Corridors of Freedom: Empire-
Perth Corridor and Louis Botha
Corridor

Programme 2: TOD / Station Precinct development
Programme 4: Greenways

OR Tambo Corridor

Alex and the OR Tambo Corridor
(includes Randburg, Sandton,
Cosmo City, Modderfontein,
Frankenwald)

Programme 2: TOD / Station Precinct development
Programme 3: Priority Area Planning &
Implementation

Programme 4: Greenways

Programme 5: Alexandra Renewal (ARP)

Addressing
marginalisation

Marginalised Areas — Diepsloot,
Ivory Park, Orange Farm

Programme 3: Priority Area Planning &
Implementation

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

CoJ’s focus area by bringing together all relevant stakeholders and parties to the initiative, and developing
an implementation plan.




Johannesburg Development Agency: Building a Better City

2. Development and project facilitation and co-ordination - 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 local 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. Through local beneficiation, in terms of small, medium
and micro enterprise (SMME) and entrepreneurial support, the JDA aims to increase the number of local
emerging contractors used in capital projects carried out in the various communities, as well as the
number of local construction jobs created.

5. Impact Assessment / monitoring and evaluation -Analyse, 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, analyses of property market trends and factors that influence investor
interest in JDA development areas. Value for money assessment

The JDA has aligned its activities and efforts to achieve expected results through the following log frame,
which structures the main elements of our work and highlights the logical linkages between them:

JDA: Building a Better City
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SECTION 3: SALIENT FEATURES

Performance highlights

The capex expenditure at mid-year was R384,095 million against a target of R356, 368 million. This
translates to 109% of the quarterly target and this was due to accelerated development and in turn
greater than planned expenditure within the Greenways programme where there are multi-year
projects underway.

The overall year to date capex expenditure at mid-year was R384,095 million against an annual
budget of R1.78 billion. This translates to 22% of the annual budget against a target of 20%.

For revenue, the organisation achieved 122% of the mid-year target whilst the overall achievement
against the annual target was 30%. Revenue performance at mid-year was greater than 100%; this is
due to greater than targeted capital expenditure.

For operating expenditure the organisation achieved 239% for the first quarter target whilst the
overall achievement against the annual target was 48%. Expenditure performance for the first quarter
was greater than 100%, this is due to the operating expenditure target (on the scorecard) being set at
only 20%. This was a technical error, as the quarter operating expenditure target should be set at 25%
per quarter as it includes the JDA’s other operational costs, such as salaries. This error will be
amended in the mid-year adjustment.

This mid-year report has been prepared against the JDA’s 2016/17 business plan and scorecard. On
the JDA’s 21 Strategic KPI’s, the JDA achieved 43% targeted performance and 57% not achieved.

At mid-year in the 2016/17 financial year, the BBBEE share of expenditure was R 255 913 394. This
constitutes an achievement of 96%.

The SMME share of JDA’s operating and capital expenditure at mid-year was R 54 297 192. This
constitutes an achievement of 20% for the period under review.

TABLE 5: CAPITAL BUDGET MANAGEMENT OVERALL PROGRAMME PERFORMANCE

Mid-Year % Actual [/
Overall Programme Performance Target YTD Actual YTD
Target % annual budget
R’ 000 R'000 % %
Overall Programme Performance | 1,781,842 356,368 384,095 20% 22%

TABLE 6: CAPITAL BUDGET MANAGEMENT PER PROGRAMME PERFORMANCE"

20 i % Actual / annual
Per Programme Performance Actual YTD Expenditure
budget
Annual Budget
R’ 000 R'000 %

This measures effective capital budget management, in particular expenditure against set targets for project delivery. Targets of 100%
expenditure have been set in respect of all funding sources for the financial year.



20 . % Actual / annual
Per Programme Performance Actual YTD Expenditure
budget
Annual Budget
R’ 000 R'000 %
Programme 1: Inner City
. 212,500 29,946 14%
transformation
Programme 2: TOD Node
478,080 39,313 8%
developments
Programme 3: GMS Priority
266,000 28,813 11%
development
Programme 4: Greenways 723,962 271,383 37%
Programme 5: Alexandra Renewal
) 91,300 12,220 13%
Project
Programme 7: Administrative 10,000 2,419 24%

The overall year to date capex expenditure at mid-year was R384,095 million against an annual budget of
R1.78 billion. This translates to 22% of the annual budget.

TABLE 7: OPERATING BUDGET MANAGEMENT’

2016/17 Year to date %
Original Achievement % Achievement for Annual
Bud Target Actual for Year to
REBES Date
Revenue R’000) 104,555 25,994 31,735 122% 30%
Costs (R’000) 104,555 20,911 49,954 239% 48%
Net 5,083 (18,218)
surplus/(deficit)

SECTION 4: 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 optimise the impact of the catalytic public
investments, and the establishment of urban management partnerships to ensure the sustainability of the
catalytic public investments. The organisational structure during the reporting period is presented below.

This measures effective budget control of operating costs (indicated by budget variances). In respect of effective budget control of
operating costs, a target of 0% over expenditure has been set.
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SECTION 5: CHAIRPERSON’S FOREWORD

At the mid-year of 2016/17, it is clear that the multi-year planning, budgeting and contracting system
continues to yield efficient results in the JDA’s expenditure patterns. Capital expenditure is at 22% of the total
budget of R1.78 billion in the 2016/17 Business Plan.

With the political changes brought about by the outcomes of the 2016 Local Government Election, we
recognise that there is the need to both retain focus on delivery in the year ahead as well as ensuring that the
organisation is ready and prepared to take on any new mandates if needed. The Board is therefore working
with management to focus on improving capacity requirements and supporting structures, processes and
systems in 2016/17 that help in achieving the high standard of performance expected of the JDA.

As the Board, we have emphasised that JDA must, through a precinct-based approach, work with local
stakeholders to enhance areas and address local challenges and needs in a sustainable way through our capital
investments. This requires the organisation providing clear and regular communication, ensuring mobilisation
activities, explaining the purpose, scope and outcomes of each project. The aim is to ensure that the
development agency remains pivotal and visible in the work needed to achieve the spatial and economic goals
set out in the Joburg 2040 GDS as well as in the ten new IDP principles, as outlined by the Mayor, that guide
the City of Joburg.

In reviewing the ten new IDP principles the Board believes that there already exists strong synergies with some
of them within the current mandate of the JDA; in particular, the promotion of investment through
infrastructure development in both the inner city regeneration and other key economic nodes. The JDA has
worked in the Inner City since inception in 2001/2 and is well positioned to further add value through the
institutional knowledge, experience and capacity. Other key principles that are strongly aligned with the
mandate is the role the JDA plays in through pro-poor development, particularly in the most marginalised
areas and through the implementation of the base-infrastructure to support the City’s efficient and effective
transport network.

Together with management, we look forward as a team, to addressing the challenges and seizing the
opportunities as we enter the second half of the 2016/17 financial year.

Cassim Coovadia

Chairperson

20 January 2017



SECTION 6: CHIEF EXECUTIVE OFFICER’S REPORT

In terms of development progress at mid-year 2016/17, the major driver of capital expenditure remains
Programme 4: Greenways, specifically the large construction works that are being undertaken on the Rea Vaya
trunk routes along the Corridors of Freedom that connect commuters with the Rea Vaya BRT system and
commuter rail services. Most of the NMT projects are being implemented by small construction companies,
which mean that the large-scale infrastructure spending is also benefiting local businesses and creating local
job opportunities. The JDA continues to work in the inner city, developing transport station precincts and
investing in public transit and mobility infrastructure along the corridor routes. The JDA also focused its efforts
in marginalised areas including Diepsloot, Alexandra and Westbury.

The capex expenditure at mid-year was R384,095 million against a target of R356, 368 million. This translates
to 22% of the annual budget against a target of 20%. While the JDA’s expenditure target for the mid-year has
been achieved, this is primarily a reflection of projects already in the construction phase. In terms of the
development progress lifecycle there are some delays in projects with the finalisation of concept designs and
detailed designs. Without these milestones successfully in place, projects cannot proceed to construction, so it
is therefore an area of concern that we will be monitoring closely, and where possible, also fast-track progress.

This mid-year report has been prepared against the JDA’s 2016/17 business plan and scorecard. Our
preparations for the 2017/18 business plan aims to respond directly to the newly restated City of Joburg
priorities. With a long history of area based regeneration and successful project implementation, the JDA
believes it is a well-positioned agency to assist in delivery on future priorities and commitments.

While, in this report, we focus very much on our current deliverables, | would also like to take a moment to
thank all members of staff who played their role in ensuring that for the past 2015/16 year the JDA was able to
obtain another Clean Audit Opinion from the Auditor-General.

Thanduxolo Mendrew
Chief Executive Officer
20 January 2017



SECTION 7: CHIEF FINANCIAL OFFICER’S REPORT

For the six months ended 31 December 2016 actual deficit was R18 million (2015/16: R9 million) against a
budget of R5million (2015/16: R11 million). The variance is mainly due to the operational expenditure target as
determined in the approved scorecard which was erroneously reported at 20% as with the overall capital
expenditure instead of 50%. However, in comparison to the 50% target, there was an under-expenditure that
related mainly to employee costs, development facilitation, planning & strategy and marketing. Finance costs
were however higher than budget due the overdraft on the treasury balance brought about by long
outstanding capex claims not yet settled by departments on whose behalf the JDA implements projects.

The organisation achieved 122% (2015/16: 90%) of the year to date budgeted revenue and 239% (2015/16:
92%) of the year to date budgeted operational expenditure. This resulted in an overall year to date deficit of
R18.2 million against a budgeted deficit of R11 million. The capital expenditure that is implemented by the JDA
are based on specific development targets. The revenue that is generated through the implementation of
these development projects are therefore not at the same progress as the operational expenditure that is
incurred over the financial year, which generally results in a operating deficit for parts of the financial year.

Actual capital expenditure for the six months ended 31 December 2016 was R384 million (2015/16: R533
million) against a budget of R356 million (2015/16: R661 million). This represents 9% over-achievement of the
budgeted capex for the quarter and 2% (2015/16: 7%) of the overall budget.

The organisation’s total assets exceeded the total liabilities. The total net assets at 31 December 2016 were
R46 943 000 (2015/16: R72 491 000). The net assets include accumulated reserves of R30 666 000 (2015/16:
R56 213 000). The solvency and liquidity position of the JDA is slightly higher than the target which indicates
that the JDA is financially sustainable and can continue to meet its current obligations. The table below
reflects the financial position and financial performance of the organization at mid-year:

TABLE 9 KEY PERFORMANCE RATIOS

Key Performance Area Key Performance Target Actual 31 December 2015 | Actual 31 December 2016
Current ratio Above1:1 0.98:1 1.14:1
Solvency ratio Above1:1 1.10:1 1.14:1
Remuneration to | 60% 49% 62%
expenditure ratio’

Maintenance to expenditure | 1% 0.23% 0.23%
ratio

Interest to expenditure ratio Below 30% 16.37% 13.00%
Net cash position 5000 7 462 000 641 901
% capital budget spent 20% 30% 22%
Revenue 11562 000 25994 31735
Expenditure 22 627 000 20911 49 954
Surplus/(Deficit) (11 065 000) 5083 (18218)
Total net assets 72 491 46 943

Sherylee Moonsamy CA (SA)
Acting Chief Financial Officer
20 January 2017

*The JDA is primarily a service orientated organisation which results in a significant portion of the overall operational
expenditure allocated to employee remuneration. This generally results in a higher remuneration % than the target.



CHAPTER 2: CORPORATE GOVERNANCE

The Board of Directors of the JDA subscribes to good corporate governance expressed in King Code Il and the
Code of Conduct for Directors referred to in section 93L of the Municipal Systems Act, 2000 (MSA). The Board
recognises the need to conduct the affairs of the municipal entity with integrity to ensure increased public
confidence and the confidence of its parent municipality. 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.

SECTION 1: BOARD OF DIRECTORS

JDA has a unitary board, which consist of executives and non-executive directors. The Board is chaired by a
non-executive director, Mr Cassim Coovadia. The Board meets regularly, at least quarterly, and retains full
control over the company. The Board remains accountable to the City of Johannesburg, the sole shareholder
and its stakeholders, the citizens of Johannesburg. A Service Delivery Agreement (SDA) concluded in
accordance with the provisions of the MSA governs the entity’s relationship with the City of Johannesburg. The
Board provides Quarterly, Bi-Annual and Annual Reports on its performance and service delivery to the parent
municipality as prescribed in the SDA, the MFMA and the MSA.

The JDA Board:
e  Provides effective, transparent, accountable and coherent oversight of the JDA’s affairs;

e  Ensures that the JDA complies with all applicable legislation, the Service Delivery Agreement and the
various shareholder policy directives issued by its parent municipality, from time to time;

e Deals with the parent municipality in good faith and communicates openly and promptly on all
pertinent matters requiring the attention of its shareholder;

e Determines and develops strategies that set out the purpose, and values in accordance with the
shareholder mandate and strategic documents such as the IDP;

e Reviews and approves financial objectives including significant capital allocations and expenditure as
determined by the parent municipality; and

e Considers and ensures that the entity’s size, diversity and skills make up are efficient to ensure that
the entity is able to achieve its strategic objectives.

Corporate Code of Conduct
The JDA is committed to:

e The highest standards of integrity and behaviour in all its dealings with its stakeholders and society at
large;

e (Carrying on business through fair commercial and competitive practices;

e Eliminating discrimination and enabling employees to realise their potential through continuous
training and development of their skills;



e Being responsible toward environmental and social issues; and

e Ensuring that each of its directors declare any direct or indirect personal or business interest that
might adversely affect such director in the proper performance of his/her stewardship of the entity.

TABLE 10: JDA BOARD OF DIRECTORS

Board member Capacity: Executive/non- | Race Gender Board committee membership
executive
C Coovadia Chairperson Indian Male e  Development and Investment
(Non-executive)
K Govender Non-executive Indian Male e Audit and Risk
e  Development and Investment
E Harvey Non-executive Coloured Male e Human Resources and Remuneration
e  Social and Ethics
Z Mafata CFO (Executive) Black Female e  Development and Investment
e  Social and Ethics
P Mashiane Non-executive Black Female e  Development and Investment
e  Social and Ethics
P Masilo Non—executive Black Male e  Human Resources and Remuneration
e  Social and Ethics
T Mendrew CEO (Executive) Black Male e  Development and Investment
e  Social and Ethics
T Mukhuba Non-executive Black Male e Audit and Risk
e  Human Resources and Remuneration
N Selamolela Non-executive Black Female e  Audit and Risk
. Human Resources and Remuneration
W Thwala Non-executive Black Male e  Development and Investment
e  Human Resources and Remuneration
P Zagaretos Non-executive White Male e  Development and Investment
e  Social and Ethics

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
labour 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 JDA’s Board Committees are chaired by non-executive directors. JDA monitors overall
performance.

SECTION 2: BOARD COMMITTEES

Board Meeting Attendance

The Board meets not less than four times a year to consider matters specifically reserved for its attention.
Indicated in the table below are the Board and committee’s meetings held during the period under review.
Attendance at meetings held during the quarter under review was as follows:




TABLE 11: BOARD AND BOARD COMMITTEE MEETINGS & ATTENDANCE (JULY — DECEMBER 2016)
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November 2016)
P Zagaretos 5|5 | 0|0 |NAINAINA[NA| 2 2 0 0 [NA[NA[NA|NA| 2| 2|00
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K Onuoka (Independent Audit & N/A [N/A[N/A[NA| 7 | 7 | 0| 0 | NNA | NA N/A N/A | N/A [ N/A [ N/A | NJA | NJA | N/A'| N/A | N/A
Risk member)
Z Samsam (Independent Audit & N/A [N/A[NA|NA| 7 | 51 2 | 0 | NA| NA N/A N/A | N/A [ N/A | N/A | NJA | NJA | N/A'| N/A | N/A
Risk member)

Board Committees

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

e Audit and Risk Committee

e Social and Ethics Committee

e Human Resources and Remuneration Committee

e Development and Investment Committee

Each committee composition is as follows:



TABLE 12: BOARD COMMITTEES

Composition

Mandate and Quarterly Activities

Audit and Risk Committee

The Audit and Risk Committee, which consists of
three non-executive directors and three
independent members, meets not less than four
times a year. Most members of this committee are
financially literate. The following members served
on the committee during the period under review:
e K Govender (Chairperson)

e N Selamolela

e T Mukhuba

e M Dolamo (Independent Member)

e ZSamsam (Independent Member)

e K Onuoka (Independent Member)

The committee has specific responsibility for ensuring that all
activities of the JDA are subject to independent and objective
review and financial performance oversight. The Audit and Risk
Committee has a Charter with clear terms of reference as guided by
the provisions of Section 166 of the MFMA. The Committee has the
following responsibilities:

e  Reviewing JDA’s internal controls, publishing financial reports
for statutory compliance and against standards of best
practice, and recommending appropriate disclosures to the
Board.

e  Reviewing reports from management, internal and external
auditors, to provide reasonable assurance that control
procedures are in place and are being followed.

e  Reviewing the half-yearly and annual financial statements
before submission to the Board, focusing particularly on any
changes in accounting policies and practices.

Development and Investment Committee

The following members served on the committee
during the period under review:

e P Zagaretos (Chairperson)

e CCoovadia

e P Mashiane

e  KGovender

e DThwala
e T Mendrew
e ZMafata

Meetings are held on a bi-monthly basis or as required by the
Chairperson. The Committee is responsible for evaluating
development proposals with a view to making recommendations for
approval to the Board. This entails examining risks associated with
the proposed projects such as the financing, returns and projects
risk profiles.

Human Resources and Remuneration Committee

In line with the best practice of corporate
governance, the Board maintains a Human
Resources & Remuneration Committee (HR &
REMCO), comprising 4 (four) non-executive
directors and chaired by a non-executive director.
It is responsible for directing human resources
policies and strategies for the organisation and
approving the remuneration for the Chief
Executive Officer, senior executives and staff. The
following members served on the committee
during the period under review:

e N Selamolela (Chairperson)

° E Harvey

. P Masilo
e T Mukhuba
° D Thwala

The committee meets not less than 4 (four) times a year. The
executive directors are excluded from the HR & Remuneration
Committee when matters relating to their remuneration are
discussed. The committee ensures that the remuneration of the
Chief Executive Officer and senior management are within the
upper limits as determined by the City of Johannesburg in
accordance with the provisions of Section 89(a) of the MFMA.

The remuneration of the Chairperson, the non-executive directors
and independent audit committee members is determined by the
parent municipality.

Social and Ethics Committee

The following members served on the committee
during the period under review:

e P Mashiane (Chairperson)

e P Masilo

. E Harvey

. P Zagaretos

. D Thwala
e T Mendrew
e ZMafata

The Social and Ethics Committee is responsible for acting as the
social conscience of the business and ensuring that the company
conducts itself as a responsible corporate citizen. This means
ensuring that the JDA conducts its business in a sustainable manner,
having 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 employees, health and safety practices, black
economic empowerment and the ethical corporate culture.

SECTION 3: DIRECTORS & PRESCRIBED OFFICERS REMUNERATION




TABLE 13: EXECUTIVE DIRECTOR’S, SENIOR MANAGEMENT AND NON-EXECUTIVE DIRECTOR’S & INDEPENDENT AUDIT COMMITTEE
MEMBERS REMUNERATION AND ALLOWANCES TO DATE AT MID-YEAR 2016/17

Name Designation 25l izl Pension Bonus/_Board Travel Total
Fees Retention Fees allowance
Executive Directors & Senior Management
T. Mendrew CEO 902,913 - - - 902,913
CFO (Resigned
Z. Mafata 30 November 721,757 - 104,982 - 826,740
2016)
Z Tshabalala CAE 519,106 25,306 - - 544,413
D. Cohen EM: Strategy & 502,367 | 14,294 - ; 516,661
Planning
B.Magoso | [V Corporate 545,762 | 15,764 ; 100,000 661,526
Services
R.Shirinda | CoMPany 612,873 | 25,641 93,069 - 731,583
Secretary
EM:
C. Botes Development 524,788 - - 15,000 539,788
Facilitation
Senior
Development
L. Visagie Manager - - 103,335 - 103,335
(Resigned 30
June 2016)
Senior
Development
N Manager
Mudlovhedzi | (Appointed 01 86,590 2910 92,500
December
2016)
EM:
Development
5. Genu Implementation 700,985 | 33,521 118,902 : 853,408
(Appointed 01
September
2016)
Sub-Total 5,117,142 120,436 420,289 115,000 5,772,867
Non-Executive Directors & Independent Audit Committee Members
C Coovadia Chairperson 27,382 - - - 27,382
P Masilo Board Member 69,600 - - - 69,600
P Mashiane Board Member 57,046 - - - 57,046
W Thwala Board Member 58,195 - - - 58,195
E Harvey Board Member 67,324 - - - 67,324
K Govender Board Member 118,646 - - - 118,646
T Mukhuba Board Member 37,652 - - - 37,652
P Zagaretos Board Member 74,158 - - - 74,158




Name Designation Sl el Pension Bonus/_Board s Total
Fees Retention Fees allowance
N
Board Member 102,678 - - - 102,678
Selamolela
M Dolamo Board Member 45,632 - - - 45,632
Independent
K Onuoka Audit and Risk 34,224 - - - 34,224
Committee
Member
Independent
Zsamsam | Audit and Risk 28,520 - - - 28,520
Committee
Member
Sub-Total 440,400 - |- - 721,057
TOTAL 5,557,542 120,436 420,289 115,000 6,493,924

The directors’ emoluments were taxed according to South African Revenue Services’ guidelines.

SECTION 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.

e The company secretary's work covers a wide variety of functions, including but not limited to:
e Organising, preparing agendas, and taking minutes of meetings;

e Dealing with correspondence, collating information, writing reports, ensuring decisions made are
communicated to the relevant people;

e Advising the Board and management on corporate governance matters;
e  Contributing to meeting discussions, as and when required; and

e Arranging the annual general meetings.

SECTION 5: 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 presented by the Audit and Risk Committee.



The JDA has a risk management strategy, which follows an enterprise-wide risk management system in which
all identified risk areas are managed systematically and continuously on an on-going basis at departmental
level. The risk register is 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 CoJ’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 Col.

Risk Management Process

Risk identification and assessment is an on-going process. The JDA conducts an annual strategic and
operational risk assessment workshop. This process is supported 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 that were implemented during mid-year of
2016/2017 financial year are as follows:

e  Strategic Risks Management and Monitoring

e  Operational Risks Management and Monitoring

e Developed a Universal Regulatory Register (URR) and Compliance Monitoring
e |Initiated an Ethics Management Programme

e Reviewed the Fraud Risk Register and Ethics Management Risk which was tabled at EXCO, but which
was referred back to effect amendments

e Code of Ethics policy was adopted by EXCO and recommended to Social and Ethics Committee for
approval

e Risk Management Performance Indictors incorporated in Managers’ Scorecards
e Implemented a Governance, Risk and Compliance integrated software tool
e Developed a Compliance Management Framework

The Executive Committee and the Audit and Risk Committee will continue to monitor the implementation of
the documents listed above to ensure that the organisation is proactive in addressing risks and strengthening
its internal control environment

Strategic Risk Register

The JDA’s risk management strategy is guided by the principles of the enterprise-wide risk management
system. The JDA’s strategic risk register is treated as a working document. Identified risks are recorded and the
management thereof is constantly monitored. Management monitors and evaluates the implementation and
efficiency of controls.



Effective risk management is fundamental to the JDA’s business activities. The organisation is committed to
achieving its strategic goals and increasing shareholder value by facilitating, developing and implementing
infrastructure projects on behalf of the CoJ. The JDA seeks to achieve an appropriate balance between risk and
reward in the business. It continues to build and enhance the risk management capabilities that assist in
achieving its goals in a controlled environment.

The JDA conducts an annual strategic risk assessment workshop to ensure that there is a link between risk
management and the business planning processes. A total of 11 strategic risks were identified in 2016/17 that
are linked to eight JDA strategic objectives. Of the 11 strategic risks, management identified five critical risks
that required urgent attention and close monitoring. These risks are ranked highly in accordance with the
residual risks rating and pose significant threat to the business of the JDA. The critical risks identified were:

o Failure to deliver capital projects on time and within budget.

. Failure to attract, develop and retain skilled employees.

. Failure to adequately manage stakeholder expectations.

o Inability to ensure financial sustainability

. Reporting inaccurate performance information (over or under reporting).

Implementation progress and impact analysis

The JDA has committed to implement additional controls for these critical risks for which some controls have
been implemented. Control effectiveness is measured by the JDA’s overall performance, compliance with
applicable laws and regulations and total budget spent.

At the beginning of 2016/17, the critical risks had a residual risk rating of medium and high after taking the
current controls into account. This meant that management had to further compensate current controls to
reduce the residual risk rating to an acceptable level. Although significant work has been undertaken to
address these risks, more work is still required to address the complexities experienced in the implementation
of projects.

The critical challenges identified in the 2016/17 financial year were as follows:
e Lack of consensus on developmental outcomes
e Unrealistic community expectations and service delivery protests
e Lack of capacity and requisite skills to deliver projects in volatile areas
e Risk management not fully institutionalised within the JDA.

To address these challenges, the JDA will:

e Develop a development facilitation and stakeholder management framework to effectively address
how to implement projects with minimal resistance from key stakeholders.

e Undertake a skills audit; develop a training programme on stakeholder engagement and management
to capacitate facilitation and development managers.



e Continue to exercise oversight of all strategic risks identified and ensure that committed actions are
being implemented.

Progress as at Mid-year 2016/17 (July - December 2016):

e Stakeholder Management Framework was ratified by EXCO on 15 June 2016 and recommended to the
JDA Social and Ethics Committee for review and endorsement; and approved by the Board on the 7"
of September 2016.

e Alexandra Renewal Project Unit skills audit has been undertaken to establish capability assessment in
order to match with specific roles in the merging process(this was done in 2014) Final Letters relating
to placement were distributed by the 15" of December 2016 for ARP staff advising of the roles in
which they have been placed.

e  Strategic Risks are continuously monitored by management and governance structures provide
oversight on a quarterly basis.

e Governance, Risk and Compliance (GRC) system configured, employees trained and system is
currently in use. The first quarter detailed risk reports for 2016/17 will be generated from the newly
acquired system. Internal Audit will be performing their planned audits as from the second quarter
utilising the GRC system.

e Compliance Management Framework developed and approved by the JDA Board on the 7"
September 2016. The URR was presented to the Audit Risk Committee on the 15" of August 2016; the
Committee noted the document and will exercise oversight to ensure that compliance controls are
working as intended. The Framework is communicated to the JDA wide and Universal Regulatory
Register quarterly monitoring done.

e 2016/17 Operational Risks Assessments conducted and operational risks are monitored on a quarterly
basis.

SECTION 6: INTERNAL AUDIT FUNCTION

The Internal Audit Function (IAF) subscribes to and accepts the mandatory nature of the definition of internal
audit as defined by the International Standards for the Professional Practice of Internal Audit (“ISPPIA”) which
defines internal audit as “an independent, objective assurance and consulting activity designed to add value
and improve an organization’s operations. It helps an organization achieve its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance processes.”

The key objectives of the Internal Audit Function is to assist the Audit & Risk Committee in the effective
discharge of their responsibilities, provide strategic support to the Chief Executive Officer (“CEO”) and
management that contributes towards the establishment of adequate and effective systems of governance,
risk management and internal control processes through providing value adding recommendations to improve
the effectiveness and efficiency of the operations of the JDA.

It is within this context that the IAF strives to continuously strengthen and understand its stakeholders, their
specific requirements and business drivers so that there is continuous strategic alignment and value add to
long term and short term goals.



Progress made against the approved Annual Internal Audit Plan

The scope of the internal audit progress to which this report relates is for the period 01 July 2016 to December
2016; the report includes progress on the planned audit projects executed as well as special audit requests (if

any) that were undertaken during the reporting period. In the reporting period, there were eleven (11) audits

planned and one (1) special audit request; 67% of these audits have been completed and 33% are in progress.

The key activities of the Internal Audit Function for the reporting period are detailed in the table below.

Mitigation Plans

No. Audit Description Progress as at 31 December | Comments
2016
1. Review of the 2015/16 Annual | Audit completed Audit completed. Audit outcomes
Integrated Report communicated to management
and the Audit and Risk Committee.
2. Review of the 2015/16 Draft Financial | Audit completed Audit completed. Audit outcomes
Statements communicated to management
and the Audit and Risk Committee.
3. Stakeholder Management Review | In progress The audit is at the reporting phase.
2016/17 Final Report to be signed off end
of January 2017.
4, Audit of the alignment of the business | In progress The audit is at execution phase.
plan, the operational plans and Audit will be completed by
individual performance agreements February 2017.
2016/17
5. Quarterly Review of SCM Tenders | Audit completed Audits completed. Audit outcomes
above R10m: communicated to management.
Final Audit report to be tabled at
i Westbury  Transformation the Audi and Risk Committee
Development Centre meeting to be held in February
il Paterson Park Multi-purpose 2017.
Sport and Recreation Centre
iii. Rotunda  Park  Precinct-
Phase 2
6. Audit of Q1 Performance Information | Audit completed Audit completed. Audit outcomes
2016/17 communicated to management.
Final Audit report to be tabled at
the Audi and Risk Committee
meeting to be held in February
2017
7. Performance Bonus Review 2015/16 | Audit completed Audit completed. Audit outcomes
FY communicated to management.
Final Audit report to be tabled at
the Audi and Risk Committee
meeting to be held in February
2017
8. Quarterly follow up on internal audit | Audit completed Audit completed. Audit outcomes
and AGSA findings communicated to management
and the Audit and Risk Committee.
9. Review on the Implementation of Risk | Audit completed Audit completed. Audit outcomes

communicated to management.
Final Audit report to be tabled at
the Audi and Risk Committee
meeting to be held in February




No. Audit Description Progress as at 31 December | Comments
2016
2017
10. Asset Maintenance and Physical | Audit completed Audit completed. Audit outcomes
Security Risk Management Audit communicated to management.
Final Audit report to be tabled at
the Audi and Risk Committee
meeting to be held in February
2017 .
11. Quarter 1 Review of Tenders Below | In progress Audit at execution phase. Audit
R10 million will be completed by February
2017.
12. Implementation of Board Resolutions | In progress Audit at reporting phase. Final
2013-2016 Report to be signed off in January
2017.

All the areas for improvement identified through the audit efforts were communicated to management
through the internal audit reports.

Resourcing of the Internal Audit Function and related changes

In terms of the approved structure, the Internal Audit unit consists of a Chief Audit Executive, two (2) Internal
Audit Managers, two (2) Internal Audit Interns and an Administrator.

In the reporting period, the Internal Audit Function was fully capacitated as per the approved structure. There
were no resignations.

SECTION 7: CORPORATE ETHICS AND ORGANISATIONAL INTEGRITY

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

The JDA’s main objective has always been to do business ethically while building a sustainable company that
recognises 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 necessary to ensure that it reflects the highest standards of
behaviour and professionalism. Through its code of conduct, the JDA is committed to:



e The highest standards of integrity and behaviour in all its dealings with its stakeholders and society at
large.

e  Fair commercial and competitive business practices.

e Eliminating discrimination and enabling employees to realise their potential through continuous
training and skills development.

e Taking environmental and social issues into consideration.

e Ensuring that all directors declare any direct or indirect personal 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 policies at all times. Failure to act in terms of the code results 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 available 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.

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
IDA, gifts and hospitality, and the status of their municipal accounts.

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 JDA employees
on the hotline.

SECTION 8: CORPORATE SOCIAL RESPONSIBILITY (CSR) REPORT

The JDA has planned three CSR projects for this financial year. A budget of R360 000 is allocated to CSR
programs.

SECTION 9: 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 neighbourhoods, 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 live.



The JDA’s area-based development approach has evolved over the last 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 catalyse private investment, enterprise and neighbourhood 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 public investments.

During the mid-year of 2016/17, the JDA continued working closely with the Department of Development
Planning to communicate the strategic vision for the Corridors of Freedom and the ColJ’s spatial transformation
objectives. The JDA also participated in stakeholder engagement regarding spatial transformation and urban
planning and development of good practices.

Environmental Impact

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

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

e Indigenous and water-wise planting in all landscaping interventions in compliance with City Parks
requirements. These interventions are currently being implemented on most of JDA’s public
environment update, complete streets and BRT related projects across the City.

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

e 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.

e  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.

e 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 stormwater facilities and
public transport infrastructure and facilities. Currently the JDA has more than six projects that
focuses on urban regeneration and public environment upgrades with more emphases on Randburg,
Orange Groove and Inner City

Four major outcomes define the Joburg 2040 GDS. Outcome 2 highlights the need to “provide a resilient,
liveable, sustainable urban environment — underpinned by infrastructure supportive of a low carbon
economy”. The CoJ 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
liveable, environmentally resilient, sustainable, and supportive of low-carbon economy initiatives. Two of the
JDA programmes, transit-oriented node development and greenways, are a direct response to Outcome 2.



e Transit-oriented node development - The transit-oriented node (TOD) development programme
encourages optimal development of transit hubs and corridors across the city, which provides access
to affordable accommodation and transport, high-quality public spaces and amenities, and good
community services. Currently the JDA is working on the Nancefield and Jabulani TODs, with clearly
defined long term (five years) development plans.

e Greenways - The greenways programme focuses on providing resilient, liveable and sustainable
environments within the CoJ by using roads and transport modes to promote walking, cycling and
sustainable public transport. This programme includes the continued roll-out of the Rea Vaya BRT
infrastructure and service. Within the greenways programme, for example, the Rea Vaya BRT service
has the potential to reduce the city’s transport energy use and the associated carbon emissions in the
medium term. The service is currently being used by up to 31 000 people per day, and there is
potential to increase the numbers. Currently the JDA is implementing the Phase 1C Rea Vaya
infrastructure on behalf of the COJ Transport Department. Phase 1C is the extension of the current
BRT phases to the North along Louis Botha, Katherine Drive, William Nicol Drive, Republic Road and
Old Pretoria Main. This phase seeks to connect Randburg to Sandton, Sandton to Alexandra, Ivory
Park to Sandton and all these key area to the Johannesburg CBD.

SECTION 10: ANTICORRUPTION AND FRAUD

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

Employees are regularly briefed and trained on fraud prevention, and the induction process for new
employees is being revised to include information regarding fraud prevention. Strict payment management
processes are in place and the Bid Evaluation Committee independently verifies whether preferred service
providers can complete the work.

The reviewed Draft Fraud Risk Register was submitted to EXCO for consideration and approval on the 29th of
November 2016. The Draft Fraud Risk Register is awaiting final approval and it is anticipated that approval will
be secured during the 3rd quarter of 2016/17. Anti-Fraud and Anti-Corruption programmes are still on-going
which include amongst others promotion of whistle-blowing, creating awareness on fraud and corruption risks
which are prevalent in our environment, on-going proactive monitoring and tracking of fraud and corruption
risks and audit verifications on employees declaration of interests.

The strategic risk register identifies “fraudulent and corrupt activities” as a strategic risk with a high inherent
risk rating and medium residual risk rating of nine. Two other strategic risks on the strategic risk register also
identify fraud and/or corruption as a root because that can potentially give rise to strategic risks. The strategic
risk register sets out specific future actions to mitigate these risks, including conducting regular fraud risk
assessments and creating fraud risk awareness.

There was only one alleged corruption incident reported in the Mid-year 2016/17 financial year. The alleged
corruption matter is currently under investigation.



TABLE 14 BELOW IS A TABLE THAT SUMMARIZES THE NUMBER OF CASES REPORTED AND STATUS THEREOF

WHERE OR TO WHOM | NUMBER OF | ALLEGATION NATURE OF THE | STATUS
WAS THE CASE | EMPLOYEES CASES (If resolved, State the outcome?)
REPORTED INVOLVED, IF (e.g. Corruption,
APPLICABLE fraud and
maladministration)

CoJ, Office of the MMC | None This case relates to a | Corruption Case was reported to the SAPS
Development Planning group of people who Commercial Crime Unit and the case

purport to be JDA closed, due to failure to secure further

officials, who solicit leads. Case will be reopened if new

bribes in exchange they information/leads are reported or come

guarantee Service to light.

Providers a winning bid.
JDA, Internal Audit | One JDA official indirectly | Conflict of Interest The investigation preliminary report has
Department, directly to doing business with the been referred to legal for advice and
the Chief Audit JDA. drafting of disciplinary charges against
Executive official.
City of Johannesburg | One Payment of Contractor | Corruption The matter has been investigated and it
Fraud Hotline in Advance. is currently on the reporting stage.

Poor workmanship by

Contractor for

appointed project.

Contractor has a record

of poor quality service.

Contractor awarded

tender due to former

employee to the JDA.
JDA, Chief Executive | One Procurement Corruption The matter has been investigated and it
Officer Malpractices (Allegation is currently on the reporting stage.

to award a bid to a

particular contractor)

SECTION 11: ICT GOVERNANCE

Smart Cities — SAP Project Systems Implementation

The JDA has implemented SAP Project systems as its project management solution. This system went live in

the beginning of the financial year. The JDA’s capital projects are now being managed both financially and

technically in one single unified platform, in line with the City of Johannesburg’s smarter cities initiatives.

A post implementation review of the implementation assessed the uptake of usage and business application of

SAP Project systems, of the maturity of new processes and procedures that have been implemented and

importantly of the areas that need improvement and how they can be improved. The IDA is therefore

currently working on enhancing the full cycle of project management from both a process and financial point

view.

The following set of screens extracts included in this narrative is meant to give a preview of the sheer strength

of the fully implemented SAP Project systems solution and its inexhaustible capabilities.



FIGURE 2: SAP FUNCTIONALITY

DYNAMIC CLASSIFICATION OF PROJECTS-

EXTRACT OF PROJECT STRUCTURE MULTI ~YEAR AND MULTI ~SOURCE

Project Structure: Description Identification Change Std. WBS: Initial Screen
~ & Jabulani Station Renewal 17.1.2.A.6001
~ £ Jabulani Station Renewal 17.1.2.A.6001
- a8 Pre-planning Stage 17.1.2.A.60011 5
* £} Inception Stage 17.1.2.A.60012

+ & Project Planning Stage  117.1.2.A.60013
* £ Procurement of Profession 17.1.2.A.60014
» £ Implementation 17.1.2.A.60015
) Contract Admin and Monit 17.1.2.A.60016
* £ Practical Completion & Har 17.1.2.A.60017
A\ Project Closeout 17.1.2.A.60018

DRILL DOWN OF BUDGET VERSUS ACTUAL
WITH VARIANCE BY MILESTONE

[P, S Entres found

== BUDGET AVAILABILITY CONTROL

Budget Status

The budget you have consumed is : 100.0 %

The budget amount is 3 4000000.00
The consumed amount is g 4000000.00
- The budget available is : 0.00
s wee e For : 9H/2017/2/1/4010001/A/17.1.2.A.600152.1

The full implementation of SAP Project systems is a demonstration of the JDA’s commitment to work smart, to
buttress its mandate through a more refined project management platform and its commitment to fully align
to the City of Johannesburg’s ICT strategies, which in turn boost the completion of infrastructure projects, and
importantly improve service delivery to the citizens of the City.

Governance and Disaster Recovery

JDA IT Management continues to ensure that it has Service level agreements that buttress its operational
efficiencies. All the current SLAs stretch over a three (3) year period. Monthly performance management
meetings ensure that services are delivered in line with the terms and conditions of the SLAs /contracts. There
were no new contracts in this quarter.

Business continuity and disaster recovery

JDA IT management continues to ensure that, backups and disaster recovery tests are conducted as per
Service Level Agreement with Continuity SA. In this quarter, DR tests of the entire environment were
conducted to ensure the JDA environment is fully resilient and can continue in the event of a disaster. Special
mention is the fact that this included the recently implemented SAP environment.

New Audit Tracking Tool

Implementation of a Governance Risk and Compliance (GRC) tool are at an advanced stage. The
implementation is being led by Sizwe Ntsaluba Gobodo (SNG), with Risk and Internal Audit being their main



clients. The JDA was previously using Exclaim software and with its expiry, a new service provider, SNG, was
appointed to implement a new solution.

The re-implementation of a GRC tool will enhance assurance processes around risk identification and
mitigation, tracking of audit findings and generally assist to further assist in the identification of deficiencies in
internal controls where applicable and ensure that the internal control environment of the JDA is fully
monitored and continuously sanitised.

Network Utilisation and availability

Network connectivity in this period under review has been 100% against a target of 99.9%. A critical
component of the network availability , is its utilization , which is a good indicator of the level of usage of the
network infrastructure invested on by the JDA and importantly gives an indicator of future appetite that the
JDA may have for additional use of the network , which could in turn would feed into strategic thinking around
planning as to the future financial resources required to both maintain and expand the network.

The indication for this period under review is that the network is largely being fully utilised , giving a
comfortable likelihood of a possible short to medium term need to increase the capacity of the network .

In terms of governance, policies have been crafted to ensure that usage is in line with acceptable standards
and applicable acts .

SECTION 12: COMPLIANCE WITH LAWS & REGULATIONS

The JDA monitors compliance with applicable legislation and regulations throughout the entity on a regular
basis. Regulatory compliance describes the goals that JDA aspires to achieve in their efforts to ensure that they
are aware of and take steps to comply with relevant laws and regulations, whereas general compliance means
conforming to a rule, such as a specification, policy, standard or law.

Due to the increasing number of regulations and need for operational transparency, JDA has adopted the use
of consolidated and harmonized sets of compliance controls which will be achieved through the successful
implementation of the compliance management programme. This approach ensures that all necessary
governance requirements can be met without the unnecessary duplication of effort and activity from
resources.

The JDA has committed to undertake an annual risk analysis review of legislation, particularly of new and
changed legislation, to keep the Regulatory Universe for JDA relevant and up to date. These processes:-

Develop and maintain a system for identifying the legislation that applies to JDA's activities.

e Assign responsibilities for ensuring that legislation and regulatory obligations are fully implemented in
JDA.

e Provide training for officials, and other relevant stakeholders in the legislative requirements that
affect them.

e  Provide officials with the resources to identify and remain up-to-date with new legislation.
e  Conduct audits to ensure there is full compliance.

e  Establish a mechanism for reporting non-compliance



. Identify accidents, incidents and other situations where there may have been non-compliance.

In relation to compliance performance, the JDA has detected or registered 28 out of 259 Compliance
obligations that are non-compliant at mid-year. JDA has not incurred any fruitless, irregular and unauthorized
transactions for the mid-year of 2016/2017. It is also imperative to note that management’s accountability for
compliance is reinforced by Internal Audit, audit on compliance to laws and regulations are standard audit

procedure on all audit engagements.



CHAPTER 3: SERVICE DELIVERY PERFORMANCE

SECTION 1: HIGHLIGHTS AND ACHIEVEMENTS

The focus on reporting on highlights and achievement is reflected for each of JDA’s substantive programmes,
as per the table below.

The JDA’s programme performance information policy and reporting framework covers the procedures and
content in the JDA’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 of 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 that 80% is
regarded is not achieved.

TABLE 15 SUMMARY OF KPI PERFORMANCE

Count of KPI Target Achieved | Target Partially | Target not
IDP Priority IDP programme KPY's Number | (95% - 100% | Achieved (80% - | Achieved (<79%
(Ref) rating) 94% rating) rating)
Count | % Count % Count | %
Capital project 1 1 1 100% 0% 0%
management
Enhanced
corporate
- . | governance,
Eirr:z:tc‘i’al ® | through 100%
o compliance with 1 2 1 100% 0% 0%
Sustainability ] . .
financial, risk
and
performance
management
guidelines
Improved 1 3 1 100% 0% 0 0%
Priority 4: Mobility
Trans.forming Compact, 4.5-6-7-
;‘:Sn:a;;‘able integrated and 9 8-9-10- 2 22% 0% 7 78%
liveable urban 11-12
settlements form and spaces
Priority 1 and | City wide job
2: Er’pployment creation 2 13-14 0% 0% 2 100%
creation, programme -
investment 250 000 jobs by
attraction and | 2016
retention; Enterprise
Informal Development
Economy, 1 15 0% 0% 1 100%
SMME and
Entrepreneurial
support
Priority 12: | To improve 1 16 0% 0% 1 100%
Good governance




Count of KPI Target Achieved | Target Partially | Target not
IDP Priority IDP programme , Number | (95% - 100% | Achieved (80% - | Achieved (<79%
KPI’s . . -
(Ref) rating) 94% rating) rating)
Count | % Count % Count | %
governance profile of the
City
To reduce the
levels of 1 17 1 100% 0% 0%
corruption in
the City
Day-to-day Other IDP o 4 18-19- 3 75% 0% 1 25%
Programme Day-to Day A
programmes
21 9 43% 0 0 12 57%

SECTION 2: SERVICE DELIVERY CHALLENGES

Given the spatial, socio-economic and political environment in which the JDA operates, there are often
challenges that affect area-based development and the JDA’s ability to facilitate common economic and social
objectives.

In at mid-year, delivery was affected in several projects.

e The Department of Labour investigation into the collapse of scaffolding of a pedestrian bridge while
under construction in Sandton continued. While investigation is underway, the Department of Labour
has approved that Murray and Roberts can continue on the broader bridge construction project but
not on the scaffolding required to build the bridge. JDA has therefore proceeded with construction
only on parts of the dedicated pedestrian and cycling bridge at the Grayston off-ramp of the M1
Motorway. The City will only allow full construction of the bridge to resume when firstly, both the JDA
and the contractor have demonstrated that they have put in place all possible risk mitigation
measures to avoid a reoccurrence of this tragic accident and secondly, after the Department of
Labour have approved the design and construction methodology going forward. It is anticipated that
the investigation will be completed by August 2017.

e The delivery of the Orlando East Transit Oriented Development has been delayed due the
dissatisfaction of members of the community organized under the body called the Orlando Task
Team. Negotiations facilitated by an independent conciliator were being undertaken and while there
was hope that an agreement will be reached, construction has not commenced due to safety and
security concerns limiting access to contractors on site. This project might be postponed to the
following financial year if no resolution is reached by end of January 2017

e In the period under review, a number of JDA projects in Greater Region E have been delayed as a
result of community issues. With the Alexandra projects, the Paterson Park projects and the BRT
project along Louis Botha, in particular. The JDA is continuously challenged by community actions
affecting its implementation of projects. Such actions range from allegations of poor consultations by
the JDA prior to approval of interventions to protests around appointment of local SMMEs,
appointment of Community Liaison Officers (CLOs) and provisions of jobs to locals.

e A number of JDA projects have been affected by poor performing contractors. The main ones are the
Nancefield Station Precinct, Langlaagte Pharmacy, Thoko Mngoma, Rabie Ridge Sport Facility and



Orchards Clinic. In both projects the construction works were behind programme. Discussion with the
contractor revealed that they are financially insecure and unable to provide the capacity to deliver on
the projects. Meeting have been held with the contractor to explore options including cancelling the
contract and procuring an alternative contractor to complete the projects.

SECTION 3: “GAME CHANGERS” PROGRAMMIES
A summary of the JDA’s “game changer” programmes in response to the GDS 2040 are outlined below:

3.3.1 CORRIDORS OF FREEDOM
The key activities in this programme include:

e Investing in the public transit and mobility infrastructure to promote walking, cycling, and sustainable
public transport, along the corridor routes (JDA Programme 4). The major driver of capital
expenditure is from Programme 4: Greenways, specifically the large construction works that are being
undertaken on the Rea Vaya trunk routes and along the Corridors of Freedom that connect
commuters with the Rea Vaya BRT system and commuter rail services. Most of the non-motorised
transport [NMT] infrastructure projects are being implemented by small construction companies,
meaning that the large-scale infrastructure spending is also benefiting local businesses and creating
local job opportunities.

e Developing TOD / station precincts (JDA Programme 2) - The transit-oriented node development
programme encourages optimal development of transit hubs and corridors across the city, which
provides access to affordable accommodation and transport, high-quality public spaces and
amenities, and good community services.

e Development Facilitation - Investing time and resources on development facilitation necessary in the
corridors in order to catalyse development. Development Facilitation capacity within the JDA will
actively drive investment promotion and property development deals.

3.3.2 INNER CITY TRANSFORMATION

The key activities in this programme include:

e IDA’s inner-city programme (JDA Programme 1) - Within this programme there are elements of
transit-oriented node and corridor development. Precinct developments will be designed to respond
to local conditions, needs and advantages, and to achieve economic, social and sustainable
development outcomes.

e Inner City Housing Implementation Plan (ICHIP) - The Social Housing Regulatory Authority (SHRA) has
approved a general capacitation grant for the City of Johannesburg on specific programmes relevant
to social housing of the Inner City Housing Implementation Plan (ICHIP). The successful execution of
specific programmes will support the creation of a pipeline of social housing projects in the inner city
of Johannesburg that unlock new middle-income and affordable subsidised rental stock and to
accelerate the restructuring of Johannesburg’s inner city landscape. The scope of works agreed to by
the parties shall consist of the programmes relevant to social housing of the Inner City Housing
Implementation Plan only, and includes Precinct Profiling and Land assembly; Detailed planning for
specific properties; Strategy for the release of land and buildings for development; Establishing a
Smart Partner programme for Social Housing and Technical and programmatic support.

3.3.3 ALEXANDRA RENEWAL



The key activities in this programme include:

The Alexandra Renewal Project (ARP) forms a focus area of the JDA (JDA Programme 5) which is
established to coordinate intergovernmental activities to develop Alex.

Together with capital investments in clinics and housing, most of the work involves planning and land
for human settlement development projects such as hostel upgrading, housing development and the
construction of community facilities. In this regard, the objectives of this piece of work are to present
the full picture of development related initiatives impacting / influencing Greater Alex; Formulate
guiding principles that would guide the holistic development of Greater Alex “that builds a city” i.e. a
Col perspective, informed by the principles of the 2016 SDF and to Develop a logical “Development
Proposal Framework” that underpins how best the City can/should engage with development
proposals and current/ future key partners or stakeholders that would support the sustainable
development of the greater Alex.

3.3.4 EcoNomIc DEVELOPMENT & JOB CREATION
The key activities in this programme include:

3.3.5

Enterprise Development Programme - The JDA continues to create jobs and economic development
opportunities for small businesses through its construction programme. The programme has a new
approach to contracting in selected developments, with a managing contractor responsible for
subcontracting local SMME construction companies, and ensuring skills transfer within a construction
contract period. The Jozi@Work approach requires the JDA to set new targets for capital and
operating expenditure (contracted services and repairs and maintenance) through SMMEs.

The agency will continue to implement the enterprise development programme and where possible
align with the Jozi@Work programme, along with a number of Jozi@Work packages in 2016/17.

Through its construction work, JDA will seek to optimise the number of local construction jobs
created.

In addition to the normal JDA practice of reserving a percentage of the value of all construction
contracts for local SMMEs, projects will also be packaged to create opportunities for local SMMEs.

IMPROVED STAKEHOLDER ENGAGEMENT AND M ANAGEMENT

The key activities in this programme include:

Stakeholder Engagement Framework - The JDA’s framework is used to engage communities in all its
development areas and enable the City to keep stakeholders informed, making sure there is accurate
understanding of the impact of City developments in their area.

The aim is to ensure that stakeholders are actively engaged from the very inception of the project
concept and play a meaningful role in shaping the development outcomes and future custodianship
of the development

The approval of the JDA’s Stakeholder Engagement Framework guides the way in which the JDA
supports productive development partnerships and co-operation between all stakeholders in these
areas. It frames how the JDA works with the people and organisations which impact upon and are
impacted by various JDA plans, interventions and projects which seek to fulfil the City of
Johannesburg’s development policy objectives. The Framework seeks to ensure a coherent approach



to stakeholder engagement across the complete range of JDA plans, interventions and projects;

Enable better planned projects and programs and facilitate effective collaboration with all affected

and interested parties

SECTION 4: PERFORMANCE AGAINST SERVICE STANDARDS

Section Not Applicable to JDA

SECTION 5: CAPITAL PROJECTS & EXPENDITURE

Capital expenditure is the primary measure of the JDA’s performance, and the budget for the capital projects
to be implemented forms part of the agency’s annual business plan and scorecard.

TABLE 16: CAPITAL BUDGET MANAGEMENT

2016/17 o
Programme Target YTD Actual YTD Target % 0 GEEl U
annual budget
Annual Budget
Total 1,781,842 356,368 384,095 20% 22%

The overall year to date capex expenditure at mid-year was R384,095 million against an annual budget of
R1.78 billion. This translates to 22% of the annual budget.



SECTION 6: ORGANISATIONAL PERFORMANCE

The JDA’s progress towards achieving its KPls is assessed using the performance scorecard, which
measures performance in terms of both the JDA’s service delivery mandate and financial and
other resource management processes. The scorecard targets, which are set and agreed on by
JDA management, the Board and the Col, aim to improve the JDA’s performance and efficiency,
and achieve longer-term goals for specific developments, such as area-based revitalisation.

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 that 80% is regarded is not achieved.

Performance per programme and per KPA are summarised in the t