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THE SOUTH RFRICAN CITIES NETWORK (SACN) IS:

An established network of South African cities and partners that
encourages the exchange of information, experience and best
practices on urban development and city management.

An initiative of the Minister for Cooperative Governance and
Traditional Affairs (COGTA) and eight city municipalities, in partnership
with the South African Local Government Association (SALGA).

THE GOALS OF THE SACN ARE TO:

Promote good governance and management of South African cities.

Analyse strategic challenges facing South African cities, particularly in
the context of global economic integration and national development.

Collect, collate, analyse, disseminate and apply the experience of
large city government in a South African context.

Promote a shared-learning partnership between different spheres of
government to support the governance of South African cities.

SACN ANNUAL REPORT 2017
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PUTTING CITIES AT THE CENTRE

The end of June 2017 marked the completion of the first year of our current five-year (2016—2021) term.
The focus for this five-year term is the theme “Cities at the Centre of South Africa’s Development”,
following a tradition that has characterised how the South African Cities Network (SACN) approaches
its research agenda. Our objective is to emphasise the noble intentions of the country’s National
Development Plan (NDP) with the following overarching goal.

By 2021, cities should be empowered through institutional reconfiguration and decentralisation
of powers and authority for their effective and efficient management.

To the above extent, the SACN Board of Directors has approved a five-year business plan that will
guide our work, based on the following sub-themes:

o) ®

20621: CITIES @ THE CENTRE

PEOPLE SPACE SYSTEMS INSTITUTIONS
Liveable cities Efficient & resilient city built form Intelligent, innovative & prepared cities Enabling environment for city development

STRENTHENED URBAN ECONOMIES SPATIAL TRANSFORMATION FUTURE CITY DEVELOPMENT STRATEGIES URBAN GOVERNANCE PROJECT

1. Growing urban economies 1. Built environment integration 1. City Scenarios - Foresight Project 1. Stronger institutional & i pability
2. Expanded economic participation 2. Transversal leadership & management 2. Orient CDS to sustainability transition 2. Collective &eecti icipati
3. Improved local economic governance 3. Skills & capacity for integrated delivery 3. Smarter cities 3. Improved image of local government

4. Deepened economic intelligence 4. Urban innovation hamessed

SPATIAL DETERMINANTS OF WELL-BEING
1. Safer cities

2. Collective voice and governance

3. Knowledge co-creation

4, Educated and healthy communities

SUSTAINABLE INFRASTRUCTURE
&RESOURCE EFFICIENCY
1. Enabling policy & regulatory frameworks

URBAN DATA PROJECT
1. City data &indicators Code Book
2. Effective city information management systems

2. Planning &ir
3. Knowledge sharing & dissemination

3. Expanded Open Data Almanac (SCODA)

SUSTAINABLE METRO FINANCING
1. State of city nances reporting

2. Alternative metro nancing models
3. Metro nance capability project

4. Mobilisation & communication
5. Strengthened partnerships

ENGAGEMENT
Empowered, learning & communicating cities

ENHANCED CITIES’ VOICE AND LEADERSHIP ENGAGED LOCAL URBAN ACTORS ENGAGED LOCAL URBAN ACTORS
n & g W Advocacy & support to enable empowered & informed W Suppe of work &
] issues & the role of cities urban actors measurement across member cities

The business plan was informed by an organisational peformance evaluation and review carried
out at the end of the previous five-year strategic period (2011-2016). The performance evaluation
concluded that stronger capacity is required to improve the organisation’s functional structure. More
specifically, we need to strengthen support to our member cities (and the broader local government
fraternity) through expanding our core functions (of governance, research generation and
operations) to include research and knowledge application to improve urban governance. Another
important focus is influencing the discourse around cities and urban development, by improving the
dissemination of information and knowledge to our core members and the broader public. Despite
these additional focus areas, the SACN intends to retain an organisational structure and Secretariat
that will remain small and agile, with a possible staff expansion from the current 17 to 24 people over

the five years, inclusive of a three-person internship programme.




RESTRUCTURING GOUERNANCE AND FUNDING

In addition to the above functional improvements, this year the SACN Board undertook an intensive
legal process to strengthen and better align its governance structures to relevant legislative
amendments, in particular to the revisions made to the Municipal Systems Act. As a result, whereas
our organisational approach to work will not change, our governance structure will be restructured
to comprise two defining elements: (1) a board of directors responsible for fiduciary roles and
responsibility and (2) a strategic governing council (the “SACN Council”) charged with providing the
strategic research agenda and supporting implementation thereof. The creation of the new SACN
Council will also allow for changes in city administrations to be reflected, as new city leadership will
be appointed by their respective city councils to represent them on the SACN council.

In addition to the proposed changes mentioned above, the Board has approved two more functional
adjustments that are aimed at maintaining the Secretariat’s efficiency and effectiveness. Firstly, in
addressing the critical issue of funding and support necessary for the SACN to carry out its mandate.
the SACN will now officially expand its sources of revenue so that annual and project funding is
secured not only from our member cities, but also from key national and provincial government
sector departments, including the South African Local Government Association. The restructuring
of governance and funding arrangements is expected to be resolved in the coming financial year,
thereby enabling the SACN to focus on delivering its mandate and commitments for the current
strategic term.

The second major adjustment is the creation of a monitoring and evaluation framework that will allow
us to intermittently evaluate the impact and value of our work, specifically to member municipalities
and the local government fraternity in general. An important opportunity for evaluation will be the
annual South African Cities Conference, which SACN hosts with key cities, national departments and
other urban actors. The first conference will take place in eThekwini, as part of Urban Week, at the
end of October 2017.

STRENGTHENING SUPPORT 10 CITIES

Firstly, one of the ways in which we support city knowledge and learning is through creating
practitioner-based reference groups and communities of practice. In the past, these have been
sector or issue specific, but this year our approach changed. The emphasis is now on creating
platforms that allow for integration across sectoral functions within cities, to encourage shared
learning and engagement.

Secondly, to improve the research support provided to members, we are partnering with the
National Research Foundation (NRF) to establish four SA Cities Research Chairs that will focus on
research priorities articulated in SACN’s research agenda. Chairs will be embedded in relevant
academic institutions and be overseen by a committee that will include representation from SACN.
The Research Chairs will focus on transdisciplinary, action research in specified thematic areas, to
produce post-graduates, research programmes and outputs.
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Thirdly, we are strengthening our long-term relationship with the Council for Scientific and Industrial
Research (CSIR), with the aim of developing skills and systems that inform, complement and
supplement spatial analysis of cities. This will include making the GIS-based tools, services and
outputs of the CSIR’s StepSA programme as responsive and accessible as possible to the specific
needs of member cities. Cities will be able to access data directly from the main system, to use for
analysis, research, benchmarking and visualisation, as required.

Finally, we will be developing further the South African Cities Open Data Almanac (SCODA), which
is part of the Urban Data and Systems Initiative that began in 2016. This city-centric approach meets
the planning, management, monitoring, and reporting needs of cities through more efficient and
effective data systems and processes.

concLusion

Over the next four years, the SACN will continue to produce rigorous, empirical and practical
research and support South African cities in their attempt to implement the Integrated Urban
Development Framework (IUDF) and the National Development Plan (NDP), in part to contribute
towards the attainment of global policy imperatives of the New Urban Agenda (NUA) and Sustainable
Development Goals (SDG), the Paris Climate Accord and the Sendai Framework, among others.

Now more than ever, cities must be able to respond to local challenges and global initiatives, by
working together, learning from each other and strengthening their collective voice as cities. This
is important not only for achieving people development and creating peace, but also for sharing
demonstrable and proven solutions with the world, using the opportunity afforded to us by the
United Cities and Local Governments (UCLG) to lead its Presidency.

As the independently evaluated financial statements show, the SACN is a going concern, resilient
and in good management hands. With the support of our member cities and partners, the SACN will
be able to achieve its goal of putting cities at the centre of effective and efficient urban management.

| would like to thank the SACN Board, the Management Committee and the Audit Committee for
their guidance during the past year. As the outgoing chairperson, | encourage cities to remain
active and engaged members, providing strategic direction and activist support to the work of
SACN and the broader urban and local government fraternity. | look forward to continued robust
engagement and support for South Africa’s urban agenda, towards transforming our cities into
urban areas that are inclusive, productive, sustainable, well-governed and underpinned by
intelligent, long-term city strategies.
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SA CITIES OPEN DATA ALMANAC

South African Cities
D A

SA CITIES OPEN DATA

In July 2016, the SA Cities Open Data Almanac
(www.scoda.co.za) was launched, as a
collaboration between SACN and Open Data
Durban (ODD), a non-profit civic technology
laboratory. SCODA is an open website that allows
users to access, extract and analyse information
on South African cities; users can also compare
data by city, between cities and by variable. The
data is derived from the SACN’s research work,
including the State of the Cities Report 2016.

The website relies on users to drive its
development, through commenting on the
website’s usefulness, using the existing data
and adding new city data — SCODA is, by its
nature, a work in progress.

This year saw four important developments for

SCODA, thanks to funding and support received

from the Japan International Cooperation

Agency (JICA):

1. SCODA beta was taken from a simple data
portal to a full data platform with analytical
capability. Users can now explore and
build their own datasets using the data
uploader, the wazimap and municipal
money plugins, and existing data on the
website. Users can export data as a .csv
data file, a PDF or images.

2. A demographic tool was developed that

projects the growth in population at ward

eThekwini training session

ALMANAC™

level for eThekwini and Johannesburg over
the next 20 years. This provides a more
nuanced perspective of population change
at the sub-regional scale. Once completed,
the demographic tool and SCODA were
presented at the World Bank: Land and

Poverty Conference, held in March 2017 in

Washington, USA.

Officials from eThekwini, Johannesburg,

SACN and ODD went on a field trip to New

York and Washington, to experience advances

in making public data available freely,

learning from organisations that included:

« Govlab, an action research governance
lab whose mission is “to improve
people’s lives by changing the way we
govern”, through technology.

The Mayor’s Office of Data Analytics
(MODA) and of Technology and
Innovation (MOTI), which run New York
City’s open data platform.

« BetaNYC, a civil society organisation
that has been very involved in New
York’s open data progress for the past
seven years.

« 18F and Technology Transfer Services,
which help federal agencies build,
buy and share modern digital services
to improve the user experience of
government.

Ty

Johannesburg training session
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JUDF AND THE NEW URBAN AGENDA

In 2016, the Integrated Urban Development
(IUDF)
following Cabinet approval. The Department

Framework was promulgated,
of Cooperative Governance (DCoG) led the
drafting process, alongside other government
stakeholders and key experts. As a long-
standing proponent and activist for developing
a national urban policy, and given our role
as “a network of South African cities and
partners that encourages the exchange of
information, experience and best practices on
urban development and city management,”
the SACN provided Secretariat support to
DCoG throughout the IUDF process and was
a core IUDF Working Group member. The draft
IUDF was widely consulted with government,
academia, business and civil society, to ensure
that the views of all citizens and organisations
in the urban space were considered in shaping
the future of South African towns and cities.

The IUDF outlines a vision for South African
urban centres, elaborates on the challenges
and provides a strategic framework for making
towns and cities more resilient, liveable and
inclusive. Itis a clear response and complement
to the National Development Plan (NDP 2030),
particularly with reference to Chapter 8.

STRATEGIC GOALS

Spatial integration

Governance

Driven by UN-Habitat and providing a global
context is the New Urban Agenda (NUA), which
was promulgated at Habitat Il in October 2016.
The NUA (UN-Habitat, 2017: iv) is an overarching
framework for re-imagining and developing
cities globally in the face of rapid urbanisation
and represents
a shared vision for a better and more
sustainable future — one in which all
people have equal rights and access to
the benefits and opportunities that cities
can offer, and in which the international
community reconsiders the urban
systems and physical form of our urban

spaces to achieve this.

SACN continues to actively support DCoG and
to work on aligning our activities to the IUDF
and NUA implementation.
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BRICS CITIES: FACTS AND ANALYSIS 20816

Over the next 20—-30 years, almost all expected
growth in the world population will occur in
the urban areas of less-developed countries, of
which 42% will be in cities in BRICS countries. The
urbanisation figures will be distributed unequally
among the countries, as Russia and Brazil have
high levels, while India has extremely low levels
(just over 35%) of urbanisation. However, the
realities of large-scale urbanisation can, and
no doubt will, have substantial impacts on the
material conditions of urban life, governance,
service provision, social relations and the
environment. In addition, networks of all kinds
have expanded, and will continue to expand, far
beyond designated urban boundaries. In some
cases, these challenges and the expanding
boundaries have been met with additional layers
of government, innovations in policy-making,
and the reconfiguring of relationships among
urban actors.

Despite this, insufficient research has been
undertaken comparing important sites and cities
in the BRICS countries, and learning from their
differences. Over the past two years, the SACN
has partnered with Wits University’s Spatial
Analysis and City Planning Chair to pursue
a mutual interest in the nature and shape of
urbanisation and urban processes in South
Africa and the BRICS countries. One outcome is
the first compendium of comparable information
on key cities in the BRICS countries.

BRICS Cities is written for a wide audience that
includes policy-makers and analysts, scholars

[ . M

FEDERATION
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and students. It provides substantial baseline
information for further research, as well as
detailed analysis in the specialist areas of urban
transportation, the green economy and innovation
economies. This publication is pioneering in the
field of urban studies, across the BRICS, and
addresses a significant gap in scholarship.

The book has already received significant
international attention, with full online copies
available on the websites of international
agencies such as the Cities Alliance, the
United Nations Economic Commission for Latin
America and the Caribbean, the WC2 Network
of Universities, and Germany’s Federal Ministry
for Economic Cooperation and Development.
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- EXPENDITURE PERFORMANCE

Figure 1 shows the year-on-year expenditure over the past five years. Expenditure patterns are
largely influenced by the number of externally funded projects secured each year, resulting in
fluctuations in expenditure. In 2016/17, the SACN was faced with great instability and secured only
R26-million, the lowest amount in the past five years.

FIGURE 1: Year-on-year expenditure (2012/13—-2016/17)

R 50000
R 47041

R 38 861

R 40000

R 37006

R30 000 R32702 \

R26 095

R20 000 R22421

R 14126

R10.000 R12192

201213 2013/14 2014115 201516 2016117

. Operational costs . Programme costs —.— Total expenditure

In 2016/17, the programme spend of 99% of the budget reflects the successful effort by the Secretariat
to meet expenditure projections. The operational expenditure spend of 84% reflects the planned
relatively slow Year 1 when the focus was on setting the foundations for the five-year strategic period
that ends in 2021.




TABLE 1: SACN expenditure summary since 2012/13

AUDITED RESULTS
R Thousand 2012113 201314 2014/15 2015/16 2016/17 Percentage of budget

EXPENSES:

Operational costs (including salaries) 1734 12192 14585 14126 15686

Percentage 24% 26% 39% 36% 60% 84%
Programme costs 24968 34 849 2241 24735 10 409

Percentage 76% T4% 62% 64% 40% 99%

Total expenses 32702 47041 37006 38861 26 095

The reduced programmatic expenditure had a negative impact on the programmatic:operational
ratio, which the SACN has strived to keep at 60—70%. In 2016/17, this ratio was effectively inversed
because operating costs remained stable, but the reduced programme budget led to many planned
projects being shelved. This impact was also reflected in programmatic outputs.

PROCUREMENT

The SACN is committed to building industry capacity and transformation in line with national
objectives. Figure 2 breaks down procurement in terms of sectors, types of enterprises, company
ownership and how expenditure is spread amongst the thematic areas of the SACN.

The rest of the report considers the extent to which the SACN has met expectations by:
e measuring outputs delivered against targets defined in the 2016/17 business plan,

e considering the quality of outputs and outcomes achieved,

« reflecting on the lessons learned in the period, and

outlining the way forward.

* PROGRAMMATIC PERFORMANCE

The SACN defines two primary categories of outputs: learning events (which are outputs of
the knowledge sharing and dissemination function), and publications (which are outputs of the
knowledge generation function).

Figure 3 shows SACN’s outputs over the past five years. The publication outputs were lower
than planned because of budget limitations, which led to projects being shelved, and the targets
set were also relatively low, as expected for Year 1 in our five-year strategic cycle. More learning
events were held than planned because the focus in this start-up phase was on engaging with our
members, through reference groups and direct consultations with individual cities.
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FIGURE 2: Summary of outputs delivered since 2012/13

120 5

100

19

80

2012113 201314 2014115 2015/16 2016/17

Number of knowledge -
. exchange and learning events . Number of publications —.— Total

OUTPUT ANALYSIS

A cumulative listing of the knowledge products and events achieved during this period is presented
as Annexes | and Il of this report. The distribution of outputs by SACN theme during 2016/17 is
reflected in Table 2.

TABLE 2: Summary of outputs by theme (2016/17)

INCLUSIVE | PRODUCTIVE | SUSTAINABLE | WELL-GOVERNED

OUTPUTS HIN OTHER | TOTAL

CITIES CITIES CITIES CITIES
No of learning events 13 4 8 n 4 1 4
No of publications 3 4 N 1 2 21

Total number of outputs 16

Outputs remained highest in the Productive Cities and CDS thematic areas, mainly because of
the publication of urban safety briefs, the Infrastructure Dialogues reports and the State of Cities
Report products.



LINRING POPULATION DYNAMICS T0 MUNICIPAL

REUENUE ALLOCATION IN SOUTH AFRICAN CITIES

This from the Urban

Indicators Reference Group, which identified

project emerged
an opportunity to expand the pioneering
demographic projection work being done by
the City of Johannesburg. In partnership with
the Japan International Co-operation Agency
(JICA), the SACN commissioned UNISA to
apply the same modelling approach used by
Johannesburg to the other cities.

The project expanded the initial work by
combining revenue projections with demographic

-~

ROJECTED POPULATIONS OF THE CITIES

BUFFALO CIrY OF
Iy M ETHERWINT | cape Town

2016 786108 3368161 | 3630665 3965748 6517 | 3192960

;

2020 821839 3573

CITY OF
JOHANNESBURG

20M 3762 3149643 | 3433547 3707652 43946 2894991
2015 T18 716 3321220 | 3588719 3912064 4764 381

projections for each of the cities, since the
nature of a city’s demographic profile in part
determines its revenue potential.

The study was not intended to provide accurate
accounts of the future but rather to allow cities
an opportunity to interrogate projections and
their limitations. The study demonstrated that
projections rely on assumptions, which can
lead to overly simplified and generic indications
of the future.

CITY OF
TSHWANE

M NELSON

MANDELA BAY
746 835 1149923
810794 1217674
828 818 1236 632
868 292
890 030
913423

938 826 695 487

Source: Authors’ projections

3129149

1256 632

1211
1299937
3472017 1323416

1348 269

South African

@-.CitiesNetwork
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- COMMUNICATIONS PERFORMANCE

Overall, our social media platforms saw an increase in engagement, posts and reach, reflecting a
greater and more effective interaction with our online community. The social media targets started
from a weak base and — although not all reached — will serve as a baseline for the setting of future
targets. In 2017/18, the SACN will fully establish and capacitate its communications team, which will
ensure consistent attention is paid to the various platforms.

TABLE 3: Summary of SACN communication reach

CommunicATioN OUTPUTS ‘ TARGETS 2016/17 ‘ ACTUALS 2016/17
Broadcast
Radio interviews 14 1
TVinterviews 20 1

Print & Online

Articles 16 14
Op-eds/ Thought pieces 12 10
Likes 20540 16162
Engagement Rate 1370 1622
Posts Reach 972 2001
Page Views 110 391
Actions on Page 210 126

Number of followers 16 400 12097
Retweets 1040 980
Reach (number of mentions) 580 409
Impressions 330000 364 206

Unique visitors 11000 6855
Bounce rate 4000 7431
Return visitors 11000 5620
Sessions 19300 14089

This year, the number of return visitors quadrupled (up from 1572 in 2015/16), while the number of
visitors decreased by about 2000. This shows that, although our website is becoming a popular
reference point, it is important to have a dedicated content manager for the SACN website, which
is a priority issue for 2017/18. An interesting statistic is the decrease in bounce rate, which means
that visitors to the SACN website are choosing to stay on the website longer. These figures should
increase substantially next year, when the website will be refreshed, and its usability improved.



- ANALYSIS OF THE QUALITY OF QUTPUTS

The quality of SACN’s outputs is measured through a sample survey of the views of participants at
learning events and by considering informal and anecdotal feedback received from partners and
members. Participants are asked to rate the event on a scale of 1-5 (from “bad” to “good”) based on
the following aspects:

Did you learn something new today?

Did the information you received inspire you to do something new or different in your work?
Will the information you received help you to do your job better?

Invitation quality.

Preparatory information.

o0 s wN S

Venue and catering quality.

During 2016/17, the event survey was administered at 16 events, which 421 participants attended.

Just over half (219) of the participants completed a survey.

TABLE 4: Results of quality surveys completed for SACN learning events

oo | | SIS g, | | 1

ISrg:\jlisctgscture Dialogues: Looking at Water 15:Sep-16 % - 2% 789
Urban Safety Reference Group Meeting 28-Sep-16 Ul 30 19% 81%
KMRG 6-0ct-16 2 13 10% 90%
EPWP Reference Group Meeting 13-Oct-16 18 10 30% 97%
Infrastructure Dialogue: Urban Safety 16-Nov-16 30 19 15% 85%
EPWP Reference Group Meeting 1-Dec-16 44 18 18% 82%
Urban Indicators Reference Group Meeting 25-Jan-17 18 10 10% 90%
KMRG 2-Feb-17 28 16 15% 85%
Infrastructure Dialogues - Seizing Opportunities 9-Feb-17 22 14 14% 86%
BRICS Cities Seminar 15-Feb-17 30 11 7% 83%
EPWP Reference Group Meeting 9-Mar-17 23 il 23% T1%
Urban Safety Reference Group Meeting 8-Mar-17 12 9 7% 83%
6th Urban Indicators Reference Group Meeting 25-hpr-17 26 10 13% 871%
b Coinh | gy | ;
Innovation in Public Employment in Cities 18-May-17 32 18 4% 96%
International Relations Forum 22-May-17 14 1 2% 98%

an 219 15% 87%

As Table 4 shows, the SACN continues to maintain a high standard of quality at its events, with 87%

of participants rating the event at 3 or higher.
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This publication argues that cities need to
prioritise green infrastructure and find ways of
including green land use in their planning, even
when land-use decisions are under pressure to
prioritise service delivery needs (housing, water,
waste removal). It highlights the benefits of green
infrastructure and explains how green assets and
ecological systems can function as part of the
infrastructure that supports and sustains our cities
and society. The publication also acknowledges
that cities will find it difficult to apply the broad

PLANNING FOR

sth African

approaches needed when planning for green
infrastructure because of their relatively small
administrative boundaries. Cities need to engage
in intergovernmental cooperation and discussions
about resource efficiencies, the water-energy-
food

management and

nexus, integrated water resource
resource decoupling. The
publication concludes with recommendations,
which cities can use to guide their future planning
and to encourage sustainability, resilience thinking

and resource efficiencies.

CitiesNetwork




SUSTAINABLE CITIES PROGRAMME

The SACN'’s Sustainable Cities programme
looks at the impact of cities on the limited
reserve of non-renewable resources that
sustain and make cities viable. Its premise is
that sustainability must be embedded in a city’s
development and be central to service delivery.
Environmental sustainability is mainstreamed
in policy and across government spheres,
but cities are very slow in transitioning to
sustainability. A typical city in South Africa is
growing in a resource-intensive and inefficient
manner, in part because of the current silo

approach to planning. Faster transition requires

South African

~CitiesNet

SUSTAINABLE CITIES
PROGRAMME OVERVIEW
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shifting away from business-as-usual practices
and building stronger partnerships. Cities must
pursue spatial transformation that encourages
compact cities, sustainable neighbourhoods
and holistic management of resources -
natural, economic and social capital. This
booklet, which is complemented by a poster,
explains the importance of sustainable cities,
presents an overview of the SACN'’s Sustainable
Cities programme within the broader global
and national context, profiles past work and
describes future work through the programme’s

strategic framework 2017-2021.




- ANALYSIS OF OUTCOMES

Performance outcomes for SACN are measured in terms of the number of people reached, the
profile of people reached, and networking outcomes.

HNOWLEDGE DISSEMINATION STRATEGIES

The knowledge generated by SACN reaches people through live events (in person), publications
disseminated and virtual interaction via the website. This year, SACN reached a total of 15 519
people, a level that reflects the consequences of our constrained budget position. It should be
noted, however, that last year’s publication outputs — and thus the number of people reached — were
unprecedentedly high.

FIGURE 3: Summary of people reached (2012/13-2016/17)
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PROFILE OF PEOPLE REACHED THROUGH LERRNING EVENTS

As Figure 5 shows, 36% of the participants were from SACN member cities, followed by independent
researchers, experts and practitioners (22%) and national government departments and entities
(18%). Compared to last year, the proportion of membership participation almost doubled, from 19%
to 36%, which is positive.

SACN ANNUAL REPORT 2017




FIGURE 4:Breakdown of participants at SACN learning events (2016/17)
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?39?, Donors and international partners

Independent researchers,
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Non-member cities

Other local government organisations

Other participants

Provincial government

Secretariat staff

Participation by member city shows a reasonable level across the cities (Figure 6). The City of
Tshwane and City of Joburg were the two leading cities with the most participants and also hosted
the highest number of events (Figure 7).

FIGURE 5: Breakdown of participants at SACN learning events by member city (2016/17)
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FIGURE 6: Location of learning events (2016/17)
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We will continue to distribute events and activities across the member cities, as far as possible,
although cost considerations do result in the majority of events being held in Johannesburg.

This year, the Secretariat started tracking who we are engaging with across our outreach and
networking activities, beyond the SACN-organised knowledge sharing and learning events. This forms
part of the planned extension of activities through partnerships. As Figure 8 shows, most engagement
was with our member cities and national partners, which is to be expected at this stage of our strategic
cycle, as we engage the new administrations elected in the local government elections.

FIGURE 7: Engagement by sector
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Anotable number of engagements occurred, complementing the increased project-level engagements.
Figure 9 illustrates the effect of our increased activities through partnerships, by differentiating the role
played by the SACN: either a leading role (presenting/speaking) or a support role (providing input).
Over time, the balance between these two roles will be assessed, to find the “right” balance.

FIGURE 8: SACN’s role

60
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SACN provides
input/support

QUICOME

SACN is a main IﬂDIEHIUH

speaker/presenter

28
32%

- LERRNING AND POLICY IMPACTS

The SACN’s activities produced the following learning and policy impacts.

e Successful launch and dissemination of the fourth State of Cities report to members and public
audiences.

» A continued good level of media and stakeholder presence and output during Year 1 of our
new 5-year cycle.

« Increased visibility through Habitat Il and UCLGA (United Cities and Local Government
Association) activities.

« Strategic alignment of the new SACN Business Plan and Strategic Framework 2021 with the
Integrated Urban Development Framework and the New Urban Agenda.

- |MPORTANT ACTION ITEMS FOR
THE NEXT FINANCIAL YEAR

The SACN will continue to focus on managing plans and budgets efficiently and effectively.

In addition, the key action items for the next financial year are:

» To stabilise and grow the Secretariat’s finances.

- To stabilise the website platform and strengthen the communications function in order to
increase the SACN’s reach.

- To improve the reporting and analysis of the new metrics (especially the communications
metrics) that speak more closely to the SACN’s impacts.
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ERHAYA RESIDENTIAL CITY IMPROVEMENT ON

ECONOMIC DEVELOPMENT FOR INCLUSIVE CITIES

In 2004, the Residential City
Improvement District (RCID) was established in

CLGQEVE]

Hillbrow, a high-rise, high-density part of inner
city Johannesburg that was notorious for grime
and crime. eKhaya is a bottom-up, community-
led response to urban degeneration that
as an essential

emphasises social capital

element in regenerating urban spaces.

The eKhaya case study illustrates that solutions
to urban problems come from not only city
governments but also the grassroots. It shows
the power of mobilising and actively empowering
all residents — those who own and those who do
not own property — and giving them a voice in
urban regeneration efforts. What emerged as a
key success factor was the need for a relentless
and rigorous community organiser who is able
to align the interests of multiple stakeholders
and, simultaneously, to establish mutually useful
relationships and networks.

The SACN, in collaboration with the
Johannesburg Development Agency and the
Gauteng City-Region Observatory, gave a
presentation about eKhaya at the XIl Metropolis

World Conference held in Montreal, Canada
in June 2017. The presentation highlighted
eKhaya’s winning formula of
physical repair of building stock +
partnership + investment in public space

+ joint management of public realm.
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EVENT NAME

DATE

EVENT OBJECTIVE

THEME EVENT TYPE

TOTAL NO. OF
PARTICIPANTS

10

1

12

13

Launch of the State of South

To launch the SOCR in KwaZulu-Natal, in partnership
with the regional office of the South African Local

ﬁsvrisﬂlut_iﬂgfaﬁ%eport (SOCRYin | 12-JuH16 | ¢oernment Association (SALGA), to ensure maximum (0s Launch &
exposure and engagement with the report.
To bring together key role-players from the green
and ecological infrastructure sector in South Africa,
Facilitating Municipal Green to share their insights with the aim of developing a : )
Infrastructure Services 13-Jul-16 | clearer and more cohesive understanding of E?t?éimable Sweosrggnng 2
Roundtable municipal green infrastructure services, and of
exploring options for upscaling and mainstreaming
these approaches at city and municipal level.
To launch the SOCR in the Eastern Cape, in
Launch of the State of South partnership with the regional office of the South
African Cities Report (SOCR) in | 13-Jul-16 | African Local Government Association (SALGA), to (DS Launch 21
the Eastern Cape ensure maximum exposure and engagement with
the report.
To launch the SOCR in the Western Cape, in partnership
k? rl:gacg gftfgserfetggerto(];%%%hl 0 | 14-Julg | With the regional office of the South African Local DS Launch 56
the Western Cape Government Association (SALGA), to ensure maximum
P exposure and engagement with the report.
Urban Indicators Reference 07-Sep-16 | 10 discuss the use and costs associated with urban | e Reference 2%
Group (UIRG) Meeting p indicators, in partnership with KPMG. Group
To unpack several innovative water services
) B partnerships underway in South Africa, in which :
L%fgifér“;iuvbzgflsoegrsa : 15-Sep-16 | government, the private sector and civil society are E{gg?dwe Workshop 25
g actively engaged in collaborative planning and
implementation.
To discuss achieving the targets of the Sustainable Sustainable
City Water Managers’ Forum | 16-Sep-16 | Development Goals (SDGs) and the Medium-Term Cities Forum 12
Strategic Framework (MTSF) over the next five years.
To continue peer-to-peer knowledge sharing
among practitioners; to review and approve annual L
PJSSE)SGL%HRM%”% Group 28-Sep-16 | reference group work-plans; to learn urhan safety \é\li(teil(lesGoverned E%irence 21
g and violence prevention context and approaches P
from the host city.
Urban Safety Reference Group ! . )
Roundtable Discussion on the 28-Se0-16 I\O mtelrsct mtdeipth ‘t’rv]'th thfhct%ntent olfth? 201% Well-Governed Conf 23
State of Urban Safety Report - fnual Report, togetner With e newly reiease Cities omerence
2016 2016 national crime statistics.
Knowledge Management To share experiences and methods of knowledge Reference
Reference Group (KMRG) 06-0ct-16 | management among cities, supported by an online | CDS Grou 21
Meeting platform for continual sharing and exchange. P
Expanded Public Works .
Programme (EPWP) Reference | 13-Oct-16 | To share lessons among cities. Eirgggcnve E%ﬁrence 18
Group Meeting P
To share knowledge and build capacity by profiling
the City of Tshwane’s initiatives and to engage on
Tshwane 2016 Sustainable A implementing, monitoring and evaluating Sustainable '
Mobility Seminar 21-0ct6 sustainable mobility, under the theme of “A Cities Sl Lk
low-carbon City of Tshwane moves South Africa
forward through Sustainable Mobility”.
To look at “how” and “what can be done” to make
public spaces in South Africa safer and more
: inclusive, whether through improved design, )
Infrastructure Dialogues — na . Productive
Urban Safey 16-Nov-16 | maintenance and management of public spaces, or Cities Workshop 30

through security and technological responses, or
through social activation measures as part of
place-making initiatives.




TOTAL NO. OF
PARTICIPANTS

EVENT NAME DATE EVENT OBJECTIVE THEME EVENT TYPE

To bring together civil society, associations and
municipal authorities to explore: obstacles to

lvaits v bl municipalities being able to engage with human

Local Governance in the i ) X Inclusive
14 Context of Migration and 23-Nov-16 mbob||t|ty, the st(ategr:es that w((j)rk éo; not) to bnntg)] Cities Workshop 12
Mobility Workshop about progressive change, and what more can be
done; potential positive strategies; patterns of
advocacy needed to address and overcome challenges.
EPWP Reference Group i, Productive Reference
15 Meeting 01-Dec-16 | To share lessons among cities. Cities 6roup 44
Discussion of the Alternative To present and discuss the AMFM study, based on
Financing Model for nvae | theresearch findings and proposals for changing Well-Governed )
16 Metropolitan Cities (AMFM) Aty financing of metropolitan municipalities in South Cities 8y L
Report Africa, in conjunction with the City of Tshwane.
: ) To introduce scenario planning: theory practice and )
17 %\Ocrh;;]%ture City Scenario 19-Jan-17 | application, foresight, futures and scenario stories Icr}tcilgsswe Workshop 9
P and trends, drivers and change analysis.
: To discuss the use and costs associated with urban Reference
L UIRG Meeting S EIE indicators, in partnership with KPMG. (D5 Group L
To share experiences and methods of knowledge Reference
(B KMRG 02-Feb-17 | management among cities, supported by an online | CDS 6roup 28

platform for continual sharing and exchange.

To discuss and decide on further activities in 2017,
including virtual meetings, a potential study tour
and input to the German Bundeskongress (Federal | CDS Meeting 23
Council), an encounter with the USA/German city
network and the third network meeting.

SA-German Cities
PO etvork Meeting 08-Feb-17

Infrastructure Dialogues —
Seizing Opportunities:

74| Employment in and through 09-Feb-17
infrastructure in the context
of South Africa’s job crisis

yA| BRICS Cities Seminar 15-Feb-17 | To present an overview of the BRICS Cities publication. | CDS Seminar 30
To learn from the experience of Washington DC

To look at the policy choices and financial
imperatives involved in planning and delivering Productive
public infrastructure within the context of South Cities

Africa’s jobs crisis.

Workshop 22

Lunch conversation with

- about city economic and financial sustainability :
23 {l\(/)z;?h?rr] Mtgxo[;gony Willams of | 17-Feb-17 through innovation. Lunch hosted by SACN in (D5 Meeting 2
g ’ partnership with the US Embassy.
EPWP Reference Group - Productive Reference
24 Meeting 09-Mar-17 | To share lessons among cities. Cities 6roup 23
To continue peer-to-peer knowledge sharing
among practitioners; to review and approve annual i
yA3 USRG Meeting 08-Mar-17 | reference group work-plans; to learn urban safety \é\lizteilésGoverned E%ﬁrence 12
and violence prevention context and approaches P
from the host city.
To have an open dialogue between cities and
SAPOA State of Cities Report 1247 | members of South African Property Owners '
26 Engagement AR Association (SAPOA) based on the arguments for (D5 Meeting L
spatial transformation put forward in the SOCR.
Tshwane Consultation: To co-create a multi-year support programme that
developing a programme on ran a7 | s aligned with city plans on sustainability in the Sustainable
27 sustainable urban infrastructure 23-Feb-17 area of sustainable urban infrastructure and Cities Worksfop 12
and resource use resource use.
Ekurhuleni Consultation: To co-create a multi-year support programme that
developing a programme on a7 | S aligned with ity plans on sustainability in the Sustainable
28 sustainable urban infrastructure BRI area of sustainable urban infrastructure and Cities RN E
and resource use resource use.
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EVENT NAME

DATE

EVENT OBJECTIVE

THEME

EVENT TYPE

TOTAL NO. OF
PARTICIPANTS

29

30

31

32

33

34

35

36

31

38

39

40

!

To share information about SACN’s partnership with
the University of Free State aimed at showcasing
The Spatial Transformation of projects about secondary cities; and to invite
Intermediary Cities First 10-Apr-17 | knowledge sharing between these initiatives to (DS Workshop 19
Stakeholder Workshop enable awareness and possible cooperation /
leverage among knowledge stakeholders working
on related programmes or issues.
To look at improving data quality and exchange and
' coordination within cities, as well as improving and Reference
UG Megting Loty rationalising city reporting with external (08 Group 2
role-players.
To explore what is in place in South Africa to crowd in
: finance for infrastructure from multiple public and
Infrastructure Dialogues — . : ) )
e mavg7 | Private sources, looking at projects where Productive
Icnr\?gzgrlrz]gnltn Infrastructure 18-May-7 government has taken the lead, as well as looking at | Cities Workshop o1
the impact of government debt and credit rating
downgrades on financing future infrastructure.
To explore what instruments and tools cities have
. ] to take the EPWP to a new level, to best support -
lEnrgo?l(?trlT?gr:tnirF:uCt;{IiZs 18-May-17 | and align with other social and economic priorities Eirt(;gélctwe Workshop 32
oy in the urban space, and to identify which types of
work will attract constituencies such as the youth.
Urban Land Papers 2nd a7 | Toengage on the key issues and themes covered in | Inclusive
Writers” Workshop 16-May-17 the second volume of Urban Land Papers. Cities Workshap 12
gl:\t/ggalirfogsu!})at:grr;me To conduct a broader stakeholder engagement in
on sustgin%blgurgban 31-Mav-17 developing SACN’s multi-year support programme | Sustainable 19
. y for cities on sustainable urban infrastructure and Cities
T EGIELTE efficient resource use
resource use :
To determine what cities are currently doing in the
international relations space and their existing
networks with continental and international
counterparts; to establish an advocacy framework
International Relations (IR) Mauqq | With the view of building an international
Forum 22-May-11 content-driven agenda for South African cities; to Other Forum 14
establish the IR Forum to drive and implement the
advocacy framework; to consider strengthening
and expanding existing networks with African cities
to forward an Africa-centric cities agenda.
: . To identify and build capacity in policy and
m:;ni?]n?uﬂtglgﬁgﬁebﬁth in 23-Jun-17 metropolitan structure while responding effectively | Inclusive Working 1
he urbgn agenda J to youth vulnerability and youth participation in Cities Session
g decision-making as envisioned by the [UDF.
City of Tshwane Consultation: To co-create a multi-year support programme
developing a programme on o | thatis aligned with city plans on sustainability in Sustainable
sustainable urban L-Feb-U the area of sustainable urban infrastructure and (ities Workshop fl
infrastructure and resource use resource use.
eThekwini Consultation: To co-create a multi-year support program that
developing a programme on 47 | IS aligned with city plans on sustainability in the Sustainable
sustainable urban L area of sustainable urban infrastructure and Cities Hatgieg :
infrastructure and resource use resource use.
Elgllssourlllglt?gr?e(ljae\?sl)é ping a To co-create a multi-year support program that
programme on sustainable 05-Apr-17 | 2 ahgnfed V:'t.h Cgly plath o'nfsusttamz:bmty |r(1jthe g.“t?ta'“ab'e Workshop 20
Urban infrastructure and area of sustainable urban infrastructure an ities
resource use.
resource use
Buffalo City Consultation: To co-create a multi-year support program that
developing a programme on oo 47 | IS aligned with city plans on sustainability in the Sustainable
sustainable urban Ut td area of sustainable urban infrastructure and Cities Mg L
infrastructure and resource use resource use.
Msunduzi Consultation: To co-create a multi-year support program that
developing a programme on 7 | IS aligned with city plans on sustainability in the Sustainable
sustainable urban 07-Apr-17 area of sustainable urban infrastructure and Cities Workshop 15
infrastructure and resource use resource use.




|l. QUTPUT DETAIL: PUBLICATIONS

The following publications were completed in 2016/17:

PUBLICATION NAME

\ DATE \

PUBLICATION OBJECTIVE

10

Urban Safety Policy Brief No

The firstin a series of policy briefs on the topic of urban safety, this policy

112016: More bang for the buck? 02-Ju116 brief considers whether increased budgetary allocations for crime fighting Productive
Effective budgetary and crime prevention are effective investments and how they should be Cities
investments for crime prevention. applied in order to be so.
Urban Safety Brief - No 2/2016: ) : o ) '
High time for policy rehabilitation _ This secondtm }he seges, this Pt?'lll'ct'y brief cogmdﬁrst the appropnglte local Productive
Local government and substance =k 9°fvef."me” tro e aln t rﬁposll\slN ! t|‘|es ?rDoun MSU ts aglce uzs&grozoﬁ;ns, (ities
use problerns. referring extensively to the SA National Drug Master Plan 2013-2017.
: The Urban Safety Reference Group’s first annual compendium looking at the )
Sta_te of Urban Safety in South 02-Jul-16 | research and practices in managing violence and crime prevention in South We_ll overned
Africa Report 2016 P Cities
African cities.
Hidden Urbanities: South Africa’s This report discusses settlements that were displaced under apartheid,
displaced settlements 30 years 02-Jul-16 | building on previous reports that argued intermediate cities generally require | CDS
after the abolition of influx control. differentiated approaches to planning, finance and institutional development.
This publication argues that cities need to prioritise green infrastructure and
find ways of including green land use in their planning, even when under
e pressure to prioritise service delivery needs (housing, water, waste removal). | Sustainable
The Green Infrastructure Report Ot-Sep-16 It highlights the benefits of green infrastructure and explains how green Cities
assets and ecological systems can function as part of the infrastructure that
supports and sustains our cities and society.

) B Areport that captures the key ideas and discussion at the Infrastructure
:2;rg\f;wvcetupraert[)r:glrgﬁfisfo  the 01-Sen-16 Dialogue on water services that unpacked several innovative partnershipsin | Productive
Future: Water Serviceg P South Africa, and explored bringing together the right role-players for Cities

: developing sustainable solutions.
An overview of the key themes that emerged from the five Infrastructure
Dialogues held during in 2015. The purpose of the Infrastructure Dialogues is
) ' to provide, in a safe and collegial atmosphere, a high-level and reqular
South African Fonversahons on platform for senior government officials, the private sector and civil society Productive
Infrastructure: A compendium of 01-Sep-16 takeholders in the infrastruct torto di d share their views. The | Citi
the Infrastructure Dialogues 2015 stakeholders in the infrastructure sector to discuss and share their views. The | Cities
desired outcome of the collective outputs of the Dialogues is an improved
climate for policy and decision-making, as well as strengthened cooperation
within the infrastructure sector.
This report outlines the progress made by cities in implementing the EPWP in
2015/16. This reporting period corresponds to the second year of Phase IIl of
The State of the Expanded Public 01-0ct-16 the EPWP. The main body of the report gives an overview of EPWP Phase Il Productive
Works Programme 2015-16 targets, institutional arrangements, implementation, and challenges faced. | Cities
Individual city reports for eight SACN member cities (found in Part I1l) focus on
the progress made and key successes in implementing the EPWP.
Areport that captures the key ideas and discussion from the Infrastructure
Dialogue that looked at “how” and “what can be done” to make public
Infrastructure Dialogues: Safety in | 40\ 10 | spaces in South Africa safer and more inclusive, and explored different Productive
our public spaces interventions, whether through infrastructure in public spaces or through Cities
security and technological responses, or social activation measures as part of
place-making initiatives.
Urban Safety Brief - No 1/2017: The fourth in the series, this policy brief considers what local governments Productive
Improving crime statistics for local | 01-Jan-17 | can do to improve the quality and usefulness of crime data, thereby improving Cities

government

the effectiveness of all essential city services.
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PUBLICATION NAME

\ DATE \

PUBLICATION OBJECTIVE

1

12

13

14

15

16

17

18

19

20

21

This report synthesised the research carried out in three areas that represents

Synthesis Report on Hotspot O1-Feb-7 | Common types of hotspot areas (Philippi East in the City of Cape Town, Productive
Research KwaMashu in the City of eThekwini and Hillbrow in the City of Johannesburg) | Cities
that have excessively high levels of reported violent crime.
This book contains first-of-its-kind research produced through a partnership
between the SACN and the South African Research Chair in Spatial Analysis
and City Planning in the School of Architecture and Planning at the University
BRICS Cities: Facts & Analysis 02-Feb-17 | of the Witwatersrand. It presents key general and thematic descriptive and (DS
comparative information about urban growth and development in the five
BRICS states: Brazil, Russia, India, China and South Africa, covering 31 of the
largest BRICS cities.
Infrastructure Dialogues — Seizing Areport that captures the key ideas and discussion from the Infrastructure
Opportunities: Employment in and 09-Feb-17 Dialogue that looked at the policy choices and financial imperatives involved | Productive
through infrastructure in the in planning and delivering public infrastructure within the context of South Cities
context of South Africa’s job crisis Africa’s jobs crisis.

' This report is a consolidation of the work done by an expert panel, initiated by
ﬁg?ggzﬁtgélmmggl Finance 24-Feb-yy | the SACN i collaboration with the City of Tshwane, to explore potential Well-Governed
Model innovations and alternatives in city financing that will the address the Cities

perpetual gap and tension between fiscal space and development priorities.
. ' This report captures the results of the demographic and revenue projections
TRr:I eLr']EZ'g?o?gg]ig%;aiﬂhslgsphd 24Mar-17 thatwgre done for nine cities, drawing on the City of Joburg’s pioneering DS
fican Cities Report projection modelling approach, providing cities with an opportunity to
interrogate projections and their limitations.
A summary of the Infrastructure Dialogues held during 2016/17. The purpose of
the Infrastructure Dialogues is to provide, in a safe and collegial atmosphere,
South African Conversations on a high-level and regular platform for senior government officials, the private Productive
Infrastructure — Annual 18-May-17 | sector and civil society stakeholders in the infrastructure sector to discuss and Cities
Compendium 2016/2017 share their views. The desired outcome of the collective outputs of the
Dialogues is an improved climate for policy and decision-making, as well as
strengthened cooperation within the infrastructure sector
Areport that captures the key ideas and discussion from the Infrastructure
Dialogue that explored what is in place in South Africa to crowd in finance for
Infrastructure Dialogues: Crowding 18-Mav-17 infrastructure from multiple public and private sources, looking at projects Productive
in Infrastructure Investment y where government has taken the lead, as well as looking at the impact of Cities
government debt and credit rating downgrades on financing future
infrastructure.
This paper explores the extent to which the purposes and goals of land-based
e financing (LBF) are aligned with those of inclusive urban development in
ggl\)/iaenng??aPr?dpggsé grgit:]caar: cing 30-Jun-17 | South Africa. [tlooks at what the competing functions of land mean for the Inclusive
for Inclusive Urban Development application of LBF within the context of fiscal constraints and a municipal Cities
objective to realise inclusive development through initiatives such as
transit-orientated development (TOD).
) ) This paper develops a body of evidence for discussing land ownership
lunr?ﬁg Cng;je)F:tag?jthﬁJr;?vgwnershlp 30-Jun-17 | Patternsin urban areas of South Africa, and what this might mean for an Inclusive
Development inclusive development agenda, using TOD case studies in the City of Cities
Johannesburg, the Corridors of Freedom.
. . This paper explores the concept of proactive upzoning in the South African :
Hrggﬂihangf}m%r' R 30-Jun-17 | context, and how it can be a far more powerful tool to transform urban space lcr:tﬁl:; e
peoning than simply focusing on reform of zoning regulations.
This paper explores how flexible land use management approaches can
Urban Land Paper: Development- 30-Jun-17 enable informal micro-enterprises and sustainable livelihoods to flourish in Inclusive
Oriented Township Management poor townships of South Africa, drawing on a case study from neighbouring Cities

Windhoek.
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- GENERAL INFORMATION

Country of incorporation and domicile South Africa

Nature of business and principal activities Rendering of professional services to government
agencies and municipalities to promote good
governance and management in South African cities.
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o S.M.M. Mbanga T. Mea
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c: C.X. George K. Ngema
= : _

o J.P. Cronin A. Mtsi
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= Z.A. Kota-Fredericks M. Mokoena
—

e S. Sithole C. Ndlela
g Registered office Joburg Metro Building
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— 158 Civic Boulevard street

a

Braamfontein

Johannesburg
2017

Business address Joburg Metro Building
158 Civic Boulevard street
Braamfontein
Johannesburg
2017

Postal address P.O. Box 32160

Braamfontein

Johannesburg
2017
Company Registration Number 2002/031754/08
Non-Profit Company Number 032-488-NPO
Auditors PKF Octagon Inc.

Registered Auditors

Level of assurance These financial statements have been audited in
compliance with the applicable requirements of the
Companies Act of South Africa.
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* INDEX

The reports and statements set out below comprise the financial statements presented to the
shareholders:

Directors’ Responsibilities and Approval 40
Independent Auditor’s Report 42
=
Directors’ Report 45 =
D
Statement of Financial Position 47 E
e o }
s }
Statement of Comprehensive Income 48 ()
D
Statement of Changes in Equity 49 =
=
Statement of Cash Flows 50 =
=
Accounting Policies 51 e
Notes to the Financial Statements 55

The following supplementary information does not form part of the financial statements and is
unaudited:

Detailed Income Statement 63

Level of assurance
These financial statements have been audited in compliance with the applicable requirements of the
Companies Act of South Africa.
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- DIRECTORS RESPONSIBILITIES AND
APPROVAL

The Directors are required by the Companies Act of South Africa, to maintain
adequate accounting records and are responsible for the content and integrity of the
financial statements and related financial information included in this report. It is their
responsibility to ensure that the financial statements fairly present the state of affairs
of the company as at the end of the financial year and the results of its operations and
cash flows for the period then ended, in conformity with the International Financial
Reporting Standard for Small and Medium-sized Entities. The external auditors are
engaged to express an independent opinion on the financial statements.

The financial statements are prepared in accordance with the International Financial
Reporting Standard for Small and Medium-sized Entities and are based upon
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appropriate accounting policies consistently applied and supported by reasonable and

prudent judgements and estimates.

The Directors acknowledge that they are ultimately responsible for the system
of internal financial control established by the company and place considerable
importance on maintaining a strong control environment. TO enable the Directors to
meet these responsibilities, the board of directors sets standards for internal control
aimed at reducing the risk of error or loss in a cost effective manner. The standards
include the proper delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate segregation of duties to ensure an
acceptable level of risk. These controls are monitored throughout the company and
all employees are required to maintain the highest ethical standards in ensuring the
company’s business is conducted in a manner that in all reasonable circumstances
is above reproach. The focus of risk management in the company is on identifying,
assessing, managing and monitoring all known forms of risk across the company-
While operating risk cannot be fully eliminated, the company endeavours to minimise it
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are
applied and managed within predetermined procedures and constraints.

The Directors are of the opinion, based on the information and explanations given by
management, that the system Of intemal control provides reasonable assurance that
the financial records may be relied on for the preparation of the financial statements.
However, any system of internal financial control can provide only reasonable, and not

absolute, assurance against material misstatement or loss.
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The Directors have reviewed the company’s cash flow forecast for the year to 30 June
2018 and, in the light of this review and the current financial position, They are satisfied
that the company has access to adequate resources to continue in operational
existence for the foreseeable future.

The external auditors are responsible for independently auditing and reporting on the
company’s financial statements. The financial statements have been examined by the
company’s external auditors and their report is presented on pages 46 to 48.

The financial statements set out on pages 51to 66, which have been prepared on the
going concem basis, were approved by the board of directors on 23 September 2020
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and were signed by:

% i

L
Mpho Parks Tau Mr SM Mbanga
CHAIRPERSON CHAIRPERSON
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- INDEPENDENT AUDITORS REPORT

T0 THE DIRECTORS OF SOUTH RFRICAN CITIES NETWORR (NPC) REPORT
0N THE AUDIT OF THE FINANCIAL STRATEMENTS OPINION

We have audited the financial statements of South African Cities Network (NPC) (the company) set
out on pages 51to 66, which comprise the statement of financial position as at 30 June 2017, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of
South African Cities Network (NPC) as at 30 June 2017, and its financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standard for Small and
Medium-sized Entities and the requirements of the Companies Act of South Africa.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
financial statements section of our report. We are independent of the company in accordance with
the sections 290 and 291 of the Independent Regulatory Board for Auditors’ Code of Professional
Conduct for Registered Auditors (Revised January 2018), parts 1 and 3 of the Independent Regulatory
Board for Auditors’ Code of Professional Conduct for Registered Auditors (Revised November 2018)
(together the IRBA Codes) and other independence requirements applicable to performing audits of
financial statements in South Africa. We have fulfilled our other ethical responsibilities, as applicable,
in accordance with the IRBA Codes and in accordance with other ethical requirements applicable to
performing audits in South Africa. The IRBA Codes are consistent with the corresponding sections of the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants and
the International Ethics Standards Board for Accountants’ International Code of Ethics for Professional
Accountants (including International Independence Standards) respectively. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

EMPHASIS OF MATTER
Registration for Value Added Tax (VAT)

We draw attention to note 5 to the financial statements which indicates that the company has not
complied with certain sections of the Value Added Tax Act for the period 1 June 2006 to date. The
company is not yet registered for VAT and did not declare and pay any output VAT to the South
Africa Revenue Service (SARS). In 2011 the company obtained an instruction for SARS to register
for VAT and declare and pay over VAT. The company completed their application process and is
currently waiting for the outcome for the application form SARS. The VAT liability reflected in the
statement of financial position included the management estimate of the VAT outstanding amount
and the related penalties and interest up to the reporting date.
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Accordingly, should SARS demand the company to pay the VAT amount due, the company would
need to negotiate a payment strategy with SARS as it does not have enough liquid funds to pay the
balance due.

OTHER INFORMATION

The directors are responsible for the other information. The other information comprises the
information included in the document titled “South African Cities Network (NPC) financial statements
forthe year ended 30 June 20177, which includes the Directors’ Report as required by the Companies
Act of South Africa and the Detailed Income Statement, which we obtained prior to the date of this
report. The other information does not include the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express

an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE FINANCIAL STATEMENTS

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with the International Financial Reporting Standard for Small and Medium-sized Entities
and the requirements of the Companies Act of South Africa, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

AUDITORS RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

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

judgement and maintain professional scepticism throughout the audit. We also:

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the company’s ability to continue as

a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the company to cease to continue as a going concern.

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

We communicate with the directors regarding, among other matters, the planned scope and timing

of the audit and significant audit findings, including any significant deficiencies in internal control that

we identify during our audit.

PKF OCTAGON

PKF Octagon Inc.
DIRECTOR: FLORIS SCHALEKAMP
REGISTERED AUDITOR

23 SEPTEMBER 2020
JOHANNESBURG
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» DIRECTORS REPORT

The Directors have pleasure in submitting their report on the financial statements of South African
Cities Network (NPC) for the year ended 30 June 2017.

1. MAIN BUSINESS AND OPERATIONS

South African Cities Network (NPC) was established in 2002 by the South African Minister for

Department of Cooperative Governance and Traditional Affairs (former Department of Local

Goverment) in collaboration with the Mayors of South Africa’s largest cities and the South African

Local Goverment Association (SALGA), as a non-profit company, with mandate to:

e Promote good governance and management in South African cities;

* Analyse strategic challenges facing South African cities, particularly in the context of global
economic integration and national development challenges;

e Collect, collate, analyse, assess, disseminate, and apply the experience of large city
government in South African context, and

* Promote shared learning partnerships between different spheres of government to support the
management of South African cities.

There have been no material changes to the nature of the company’s business from the prior year.

2. REVIEW OF FINANCIAL RESULTS AND ACTIVITIES

The SACN is a not-for-profit voluntary membership organisation. In order to achieve its objectives,
the SACN works with a broad range of organisations including national and provincial government,
private sector organisations, universities and research institutes, regional and global networks dealing
with city and urban issues and other non-governmental organisations. The financial statements have
been prepared in accordance with International Financial Reporting Standard for Small and Medium-
sized Entities and the requirements of the Companies Act of South Africa. The accounting policies
have been applied consistently compared to the prior year, except for the adoption of new or revised
accounting standards as set out in note 17.

The company recorded a profit after tax for the year ended 30 June 2017 of R2 665 430. This
represented an increase from the loss after tax of the prior year of R(3 693 900).

Company revenue increased from R36 603 190 in the prior year to R29 029 034 for the year ended
30 June 2017.

Company cash flows from operating activities increased from R(38 237) in the prior year to
R4 862 453 for the year ended 30 June 2017.

Full details of the financial position, results of operations and cash flow of the company are set out

in these financial statements.
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3. DIRECTORS

The Directors in office at the date of this report are as follows:

DIRECTORS OFFICE DESIGNATION DIRECTORS OFFICE DESIGNATION
M.P. Tau Chairperson Executive J Ngobeni City of Tshwane Non-executive
S.M.M. Mbanga | Chief Executive Officer Non-executive | | T Mea Mangaung Municipality Non-executive

A Nel CoGTA Executive J Mettler Nelson Mandela Non-executive
Metropolitan

C.X. George SALGA Non-executive K Ngema Ekurhuleni Metropolitan | Non-executive
J.P. Cronin \[/)vipr)ssrtment of Public Non-executive A Mtsi Buffalo City Municipality | Non-executive
(s tha- Department of Human Non-executive M Mokoena City of Johannesburg Non-executive
Fredericks Settlements

S Sithole ehekwini Metropolitan Non-executive C Ndlela Msunduzi Municipality Non-executive

Muncipality

The change in directors are dependent on the change in politics affecting the municipality.

4. EUENTS AFTER THE REPORTING PERIOD

The Directors are not aware of any material event which occurred after the reporting date and up to
the date of this report.

0. 60ING CONCERN

The Directors believe that the company has adequate financial resources to continue in operation
for the foreseeable future and accordingly the financial statements have been prepared on a going
concern basis. The Directors have satisfied themselves that the company is in a sound financial
position and that it has access to sufficient borrowing facilities to meet its foreseeable cash
requirements. The Directors are not aware of any new material changes that may adversely impact
the company. The Directors are also not aware of any material non-compliance with statutory or
regulatory requirements or of any pending changes to legislation which may affect the company
other than the non-compliance with the Value Added Tax Act.

6. AUDITORS

PKF Octagon Inc. was appointed in office as auditors for the company for 2017.

/. SECRETARY

The company secretary is Mrs Yolisa Dambuza.

8. DATE OF AUTHORISATION FOR ISSUE OF FINANCIAL STATEMENTS

The financial statements have been authorised for issue by the Directors on Friday, 31 July 2020. No
authority was given to anyone to amend the financial statements after the date of issue.
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- STRATEMENT OF FINANCIAL POSITION

as at 30 June 2017/

Figures in Rand Notes 2017 2016

ASSETS 11165 146 10121313
Non current assets 563 545 343119
Plant and equipment 2 563 545 34319
Current assets 10 601601 9778194
Trade and other receivables 3 4316 029 7980 690
Cash and cash equivalents 4 6 285572 1797 504
Total assets 11165 146 10121313
EQUITY AND LIABILITIES 11165 146 10121313
Equity (6312 763) (8978 193)
Accumulated loss (6312 763) (8978 193)
Current Liabilities 17 477 909 19 099 506
Trade and other payables 5 14331025 15 334 581
Deferred income 6 3146 884 3764925
Total Equity and Liabilities 11165 146 10121313
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- STATEMENT OF COMPREHENSIVE INCOME

Figures in Rand Note(s) 2017 2016

Revenue 7 29029 034 36603190
e Other income 9 4 837 441 1707 336
—
|
e Operating expenses (31386 716) (42 242 522)
[ —
c—
—
= Operating gain (deficit) 1 2529759 (3931996)
——
é Investment revenue 10 135 671 238 096
=
(—
far
. Gain (deficit) for the year 2665430 (3 693 900)
=
—
g Other comprehensive income - -
=

Total comprehensive gain (deficit) for the year 2665430 (3693 900)
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- STRTEMENT OF CHANGES IN EQUITY

Accumulated

Figures in Rand Total equity

loss

Balance at 01 July 2015 (5284 293) (5284 293)

Deficit for the year (3693 900) (3693 900) D
—)
—)

Other comprehensive income - - %
—
-

Total comprehensive deficit for the year (3693 900) (3 693 900) —
—)
-

Balance at 01 July 2016 (8978 193) (8978 193) —t
()
|
-D

Gain for the year 2 665430 2 665430 —
=]
~m

Other comprehensive income - - )
—_
()

Total comprehensive income for the year 2665 430 2665430

Balance at 30 June 2017 (6312 763) (6 312763)
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» STRTEMENT OF CASH FLOWS

Figures in Rand Note(s) 2017 2016

Cash flows from operating activities

Cash generated from operations 13 4726782 (276 333)
Interest income 135 671 238 096
Net cash from operating activities 4862 453 (38 237)

Cash flows from investing activities
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Purchase of plant and equipment 2 (374 974) (107 602)
Sale of plant and equipment 2 589 -
Net cash from investing activities (374 385) (107 602)
Total cash movement for the year 4 488 068 (145 839)
Cash at the beginning of the year 1797504 1943 343
Total cash at end of the year 4 6 285 572 1797 504
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- ACCOUNTING POLICIES

1. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The financial statements have been prepared on a going concern basis in accordance with the
International Financial Reporting Standard for Small and Medium-sized Entities, and the Companies
Act of South Africa. The financial statements have been prepared on the historical cost basis, and
incorporate the principal accounting policies set out below. They are presented in South African Rands.

These accounting policies are consistent with the previous period, except for the changes set out
in note 17- First time adoption of the the International Financial Reporting Standard for Small and
Medium sized Entities.

1.1 Significant judgements and sources of estimation uncertainty

Critical judgements in applying accounting policies

Management are required to make critical judgements in applying accounting policies from time to
time. The judgements, apart from those involving estimations, that have the most significant effect
on the amounts recognised in the financial statements, are outlined as follows:

Key sources of estimation uncertainty

Useful lives of property, plant and equipment

The company reviews the estimated useful lives of property, plant and equipment when changing
circumstances indicate that they may have changed since the most recent reporting date. During the
current year, the Directors determined that the useful lives of certain items of surveillance equipment
should be shortened, due to developments in technology.

Impairment testing

The company reviews and tests the carrying value of property, plant and equipment, investment
property on the cost model and intangible assets when events or changes in circumstances
suggest that the carrying amount may not be recoverable. When such indicators exist, management
determine the recoverable amount by performing value in use and fair value calculations. These
calculations require the use of estimates and assumptions. When it is not possible to determine the
recoverable amount for an individual asset, management assesses the recoverable amount for the

cash generating unit to which the asset belongs.

Value Added Tax

The company is not yet registered for VAT and , as such, did not declare any VAT outputs on income
received to date. The VAT amount as reflected on the financial statements is based on management
best estimanet of the amount payable including penalties and interest.
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1.2 Plant and equipment
Plant and equipment are tangible assets which the company holds for its own use or for rental to
others and which are expected to be used for more than one period.

Plant and equipment is initially measured at cost.

Costincludes costs incurred initially to acquire or construct an item of plant and equipment and costs
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in
the carrying amount of an item of plant and equipment, the carrying amount of the replaced part is
derecognised.

Expenditure incurred subsequently for major services, additions to or replacements of parts of plant
and equipment are capitalised if it is probable that future economic benefits associated with the
expenditure will flow to the company and the cost can be measured reliably. Day to day servicing
costs are included in profit or loss in the period in which they are incurred.

Plant and equipment is subsequently stated at cost less accumulated depreciation and any
accumulated impairment losses, except for land which is stated at cost less any accumulated
impairment losses.

Depreciation of an asset commences when the assetis available for use as intended by management.
Depreciation is charged to write off the asset’s carrying amount over its estimated useful life to its
estimated residual value, using a method that best reflects the pattern in which the asset’s economic
benefits are consumed by the company.

The useful lives of items of plant and equipment have been assessed as follows:

Item Depreciation method Average useful life
Furniture and fixtures Straight line 6 years
Office equipment Straight line 5 years
IT equipment Straight line 3 years

When indicators are present that the useful lives and residual values of items of plant and equipment
have changed since the most recent annual reporting date, they are reassessed. Any changes are
accounted for prospectively as a change in accounting estimate.

Impairment tests are performed on plant and equipment when there is an indicator that they may be
impaired. When the carrying amount of an item of plant and equipment is assessed to be higher than
the estimated recoverable amount, an impairment loss is recognised immediately in profit or loss to
bring the carrying amount in line with the recoverable amount.

An item of plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its continued use or disposal. Any gain or loss arising from the derecognition of
an item of plant and equipment, determined as the difference between the net disposal proceeds, if
any, and the carrying amount of the item, is included in profit or loss when the item is derecognised.
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1.3 Financial instruments

Initial measurement

Financial instruments are initially measured at the transaction price (including transaction costs
except in the initial measurement of financial assets and liabilities that are measured at fair value
through profit or loss) unless the arrangement constitutes, in effect, a financing transaction in which
case it is measured at the present value of the future payments discounted at a market rate of
interest for a similar debt instrument.

Financial instruments at amortised cost

These include loans, trade receivables and trade payables. Those debt instruments which meet the
criteria in section 11.8(b) of the standard, are subsequently measured at amortised cost using the
effective interest method. Debt instruments which are classified as current assets or current liabilities
are measured at the undiscounted amount of the cash expected to be received or paid, unless the
arrangement effectively constitutes a financing transaction.

At each reporting date, the carrying amounts of assets held in this category are reviewed to
determine whether there is any objective evidence of impairment. If there is objective evidence,
the recoverable amount is estimated and compared with the carrying amount. If the estimated
recoverable amount is lower, the carrying amount is reduced to its estimated recoverable amount,
and an impairment loss is recognised immediately in profit or loss.

Financial instruments at cost
Equity instruments that are not publicly traded and whose fair value cannot otherwise be measured
reliably without undue cost or effort are measured at cost less impairment.

Financial instruments at fair value

All other financial instruments, including equity instruments that are publicly traded or whose fair
value can otherwise be measured reliably, without undue cost or effort, are measured at fair value
through profit and loss.

If a reliable measure of fair value is no longer available without undue cost or effort, then the fair value
at the last date that such a reliable measure was available is treated as the cost of the instrument.
The instrument is then measured at cost less impairment until management are able to measure fair
value without undue cost or effort.

1.4  Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the
amount already paid in respect of current and prior periods exceeds the amount due for those
periods, the excess is recognised as an asset.

This entity is a non-profit organisation and, as a result tax is not levied on any profit.
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1.5 Impairment of assets

The company assesses at each reporting date whether there is any indication that property, plant
and equipment or intangible assets or goodwill or investment property on the cost model may be
impaired.

If there is any such indication, the recoverable amount of any affected asset (or group of related
assets) is estimated and compared with its carrying amount. If the estimated recoverable amount is
lower, the carrying amount is reduced to its estimated recoverable amount, and an impairment loss
is recognised immediately in profit or loss.

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related
assets) is increased to the revised estimate of its recoverable amount, but not in excess of the
amount that would have been determined had no impairment loss been recognised for the asset (or
group of assets) in prior years. A reversal of impairment is recognised immediately in profit or loss.

1.6 Revenue: Government grants
Grants that do not impose specified future performance conditions are recognised in income when
the grant proceeds are receivable.

Grants that impose specified future performance conditions are recognised in income only when the
performance conditions are met.

Grants received before the revenue recognition criteria are satisfied are recognised as a liability.

Grants are measured at the fair value of the asset received or receivable.

1.7 Revenue: Subscriptions

Service revenue is recognised by reference to the stage of completion of the transaction at the
end of the reporting period. The Stage of completion is determined by surveys of work performed.
When the outcome of a transaction involving the rendering of services cannot be estimated reliably,
revenue is recognised only to the extent of the expenses recognised that are recoverable.

Interest is recognised, in profit or loss, using the effective interest rate method.
Deferred income and goverment grants are recognised until such time as the services is rendered

or the grant’s performance conditions are met, the grant is recognised as deferred income in the
statement of financial position.
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2. PLANT AND EQUIPMENT

- IOTES TO THE FINANCIAL STRTEMENTS

2017 2016
Cost Accumt‘lla'ted Carrying Cost Accuml.JIa.ted Carrying
depreciation value depreciation value
Furniture and fixtures 187 521 (83 943) 103 578 172 263 (49 784) 122 479
Office equipment 133 086 (125 592) 7494 136 829 (121 846) 14 983
IT equipment 921972 (469 499) 452 473 591490 (385 833) 205 657
Total 1242579 (679 034) 563 545 900 582 (557 463) 343119
Reconciliation of plant and equipment - 2017

Opening Additions Disposals Depreciation Closing

balance balance
Furniture and fixtures 122 479 30516 - (49 417) 103 578
Office equipment 14 983 - (7489 - 7494
IT equipment 205 657 344 458 - (97 642) 452 473
Total 343119 374974 (7 489) (147 059) 563 545

Reconciliation of plant and equipment - 2016

Opening Additions Disposals Depreciation Closing

balance balance
Furniture and fixtures 129 588 - - (7109) 122 479
Office equipment - 17 321 - (2338) 14 983
IT equipment 185 011 90 281 - (69 635) 205 657
Total 314599 107 602 - (79 082) 343119
2017 2016
Trade receivables 209 885 354 561
Accrued income 4106 144 7626129
4316 029 7980 690
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4. CASH AND CASH EQUIVALENTS

2017 2016

Cash and cash equivalents consist of:
Cash on hand 1500 1500
Bank balances 670135 501708
Short-term deposits 66 20107
Investment balances 5613 871 1274189
6 285 572 1797 504
2017 2016
Trade payables 1707 549 1655 299
VAT 11364 184 12 290 662
Other payables and accruals 339608 755 868
Employee cost related accruals 919 684 632752
14 331025 15 334 581

Value added tax

In 2011 the company obtained instruction from the South African Revenue Services (SARS) to be
registered for Value Added Tax (VAT). Currently, the company is not yet registered for VAT and, as
such, did not declare any VAT outputs on income received to date. In 2011, the company applied
for the voluntary disclosure program (VDP) at SARS. Following numerous written and verbal
communication, as well as various meetings with SARS, the directors have been informed that the
VDP application was still being processed. Due to the delay the directors have escalated the matter
with the Ministry and Department of Co-operative Goverment and Traditional Affairs (COGTA) and
are awaiting feedback. The liability reflected in the statement of financial position is based on the
calculated VAT amount (capital) as well as the calculated penalties and interest. SARS can at their
discretion waive the penalties or they can levy 200% additional taxes as stated in the VAT Act. Refer
to the emphasis of matter paragraph in the audit report.

The Directors are also not aware of any material non-compliance with statutory or regulatory
requirements or of any pending changes to legislation which may affect the company other than the
non-compliance with the Value Added Tax Act.



South African Cities Network (NPC)
Non-Profit Company No: 032-488-NPO
Financial Statements for the year ended 30 June 2017

6. DEFERRED INCOME

2017 2016
Government grants 3146 884 -
Expanded Public Works Programme (EPWP) = 184180
City of Johannesburg - Africities - 2408 601

-D

City of Johannesburg - Climate Change - 1172 144 g

[—

-D

3146 884 3764925 —

-

—

-D

—)

/. REVENUE =

-D

—

Figures in Rand 2017 2016 =<

-D

—_—

rm

Buffalo City Muncipality 1815 000 1650 000 =

e}

—_—

Ekurhuleni Metropolitan Municipality 1815000 1650 000 (%)
eThekwini Metropolitan Municipality 1815000 1650 000
City of Johannesburg 1815000 1650 000
Mangaung Municipality 1815000 1650 000
Msunduzi Municipality 1815000 1650 000
Nelson Mandela Metropolitan Municipality 1815000 1650 000
City of Tshwane 1815000 1650 000
Grants 14509 034 23403190
29 029 034 36 603 190
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8. GRANTS

Figures in Rand 2017 2016

Department of Cooperative Governance and Traditional Affairs 7266 430 6286 000

GIZ income 731115 1019 580

[P Grant Income Msunduzi CDS - 500 000
[
—

E Grant Income — Tshwane Sustainability — 3093180
b

'c_|: City of Johannesburg — Climate Change 1460 144 2157 856
—

_ 4 Deferred from prior year 1172 144 663180
—

— Received 288 000 2666 820
(=

(= = Deferred to current year - (1172 144)
=

: City of Johannesburg — Afri-cities 153 894 5598 971
(= =

— Deferred from prior year 2408 601 5031475

— Received 153 894 2976 097

Deferred to current year (2408 601) (2408 601)

Grant Income EPWP 1084180 1100 156

Deferred from prior year 184180 384 336

Received 900 000 900 000

Deferred to current year - (184180)

United Cities and Local Government of Africa 3752013 1613 211

Green Fund — DBSA 61258 302 542

City of Tshwane — Municipal funding - 1300 000

South African Local Government Associations = 150 000

Urban Conference - 281694

14 509 034 23403190
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3. OTHER InCOME

Figures in Rand 2017 2016

Other income 4 887 441 1707 336

Other income mainly consists of recoveries. These recoveries relate to project management fees,
supervision fees and fees for attending meetings

18. INUESTMENT REVENUE

Figures in Rand 2017 2016

Call accounts 135671 238 096

11.  OPERATING GAIN (DEFICIT)

Operating gain (deficit) for the year is stated after accounting for the following:
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Figures in Rand 2017 2016
Deficit on sale of plant and equipment (6 900) -
Depreciation on property, plant and equipment 147 059 79082
Employee costs 13384 632 10 581885
Auditor’s remuneration 204156 155 149
City development strategies 3835155 6 595 686
Financial and legal fees 2533272 2394 852
Knowledge mangement and communication 890 520 868 892
Networking and strategic input 3609 318 1820431
Office consumables 706 242 866 443
Organisational development 671387 1203 281
Sustainable cities 3772716 13733 981
Well governed cities 679 804 1544151
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12. TAXATION

No provision of income tax was made as the company qualified for excemption from income tax in

terms of section 10(1)(cN) as read with section 30 of the Income Tax Act.

13. CASH GENERATED FROM CUSED 1N) OPERATIONS

Figures in Rand 2017 2016

Gain (deficit) before taxation 2665430 (3693 900)

Adjustments for:
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Depreciation 147 059 79 082
Deficit on sale of assets 6900 -
Interest received (135 671) (238 096)
increase (decrease) in deferred income - (2314 230)
decrease (increase) in accured income Changes in working capital: - 4243189

Changes in working capital:

Trade and other receivables 3664 661 (371 236)
Trade and other payables (1003 556) 2 018 858
Deferred income (618 041) -

4726782 (276 333)

14. RELATED PARTIES

Relationships

Partners Department of Co-operative Governance and Traditional Affairs
Local Goverment Seta
Department of Human Settlements
Buffalo City Municipality - Municipal Transformation
Johannesburg Development Agency
Mandela Bay Development Agency

Member cities Ekurhuleni Metropolitan Municipality
City of Tshwane
eThekwini Metropolitan Municipality
Buffalo City Municipality
Mangaung Municpality
Nelson Mandela Metropolitan Municipality
City of Johannesburg
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Related party balances and transactions with entities with control, joint
control or significant influence over the company
Related party transactions

Figures in Rand 2017 2016
Grants received 6 619 000 6286 000
Department of Co-operative Governance and Traditional Affairs 6619 000 6 286 000
-D
—)
Subscriptions received 14 520 000 13200 000 2
-D
Ekhurhuleni Metropolitan Municipality 1815000 1650 000 —
-
City of Tshwane 1815 000 1650 000 =
-D
—)
eThekwini Metropolitan Municipality 1815000 1650 000 —
-D
Buffalo City Municipality 1815000 1650 000 ;
—_—
Mangaung Local Municipality 1815000 1650 000 =_D,
rm
City of Johannesburg 1815 000 1650 000 =
e}
Msunduzi Municipality 1815000 1650 000 [
Nelson Mandela Metropolitan Municipality 1815000 1650 000

Related party balances and transactions with key management

Related party balances

Compensation paid to key management

JW Karuri- Sebina 1756 425 -
S. Joseph 1245 689 -
Y. Dambuza 1254 382 -
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15. DIRECTORS REMUNERATION

Figures in Rand 2017 2016
Executive

S.M.M. Mbanga

Director’s fees 2 953 846 2349 042
Travel allowance 126 480 -
Total 3080 326 2349 042

16. GOING CONCERN

The financial statements have been prepared on the basis of accounting policies applicable to a
going concern. This basis presumes that funds will be available to finance future operations and that
the realisation of assets and settlement of liabilities, contingent obligations and commitments will
occur in the ordinary course of business.

17. FIRST-TIME ADOPTION OF THE INTERNATIONAL FINANCIAL REPORTING
STANDARDS FOR SMALL AND MEDIUM-SIZED ENTITIES.

The company has applied the International Financial Reporting Standard for Small and Medium-
sized Entities, for the first time for the 2017 year end. On principle this standard has been applied
retrospectively and the 2016 comparatives contained in these financial statements differ from those
published in the financial statements published for the year ended 30 June 2016. The standard gives
certain mandatory exemptions from this principle, and certain optional exemptions which have been
detailed below. All adjustments were made to the opening comparative statement of financial position.

The date of transition was 01 July 2016 and there was no effect of the transition on the annual
financial statements.

18. TRANSITION RESERVE

The company reconciled its equity in accordance with its previous financial reporting framework
(IFRS) to its equity detemined in accordance with IFRS for SME’s and noted no reconciling balances
on the year end. Refer to note 17 for details on the transition.
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- DETARILED INCOME STATEMENT

Figures in Rand Note(s) 2017 2016

Revenue

Subscriptions received 14520 000 13200 000

Government grants 14 509 034 23403190
7 29 029 034 36603 190

Other income

Interest received 10 135 671 238 096
Other income 9 4 887 441 1707 336
5023 112 1945 432

Operating expenses
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City development strategies 3835155 6 595 566
Depreciation 147 059 79 082
Employee costs 13384 632 10 581885
Financial and legal fees 2737428 2550 001
Inclusive cities = 134 834
Information technology 341404 395204
Knowledge management and communications 890 520 868 892
Loss on sale of plant and equipment 6900 -
Networking and strategic input 3609 318 1820431
Office consumables 706 247 866 443
Organisational development 671387 1203 281
Penalties and Interest 33241 -
Productive cities 570 905 1868 771
Sustainable cities 3772716 13733 981
Well governed cities 679 804 1544151

31386716 42 242 522
Gain (deficit) for the year 2 665 430 (3693 900)

The supplementary information presented does not form part of the financial statements and is unaudited
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