REPORT OF THE PORTFOLIO COMMITTEE ON PREMIER’S OFFICE, FINANCE;
ECONOMIC DEVELOPMENT AND TOURISM

2014/15 ANNUAL REPORT OF THE MPUMALANGA TOURISM AND PARKS
AGENCY

1. INTRODUCTION

The Portfolio Committee on Premier's Office, Finance; Economic Development and
Tourism (the Committee) has a mandate as per Section 114(2) (b) of the Constitution of
the Republic of South Africa (Act. 108 of 1996), read with rule 219(4) of the Rules and
Orders of the Mpumalanga Provincial Legislature (the Rules), to oversee the
performance of the Mpumalanga Tourism and Parks Agency (thereafter referred to as
the entity).

Section 133(b) of the Constitution requires the Member of the Executive Council (MEC)
to provide the Legislature with full and regular reports concerning matters under their
control. Thus the tabling of the 2014/15 Annual Report of the entity was in compliance
with section 65(a) of the Public Finance Management Act (Act 1 of 1999) (PFMA).

The consideration and scrutiny of the 2014/15 Annual Report of the entity was for the
Committee to satisfy itself that the entity’'s performance was in line with its approved
2014/15 Annual Performance Plan (APP) and the budget that was appropriated for the
financial year under review. The Annual Report oversight exercise is a mechanism of
the Committee to ensure that public funds allocated to the department in the year under
review, were used economically, efficiently, equitably and effectively. There should
ultimately be value for money in any activity undertaken by the entity. Thus, the
Executive Authority was held to account for the entity’s performance in the 2014/15
financial year.

2. METHOD OF WORK
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The MEC tabled the 2014/15 Annual Report in accordance with Section 65(a) of the
PFMA and the Speaker subsequently applied rule 201(1) of the Rules and Orders of the
Mpumalanga Provincial Legislature by referring the report to the Committee for

consideration and report back to the House.

On 28 October 2015 the Committee considered a detailed analysis of the 2014/15
Annual Report and raised key observations and questions that were sent to the entity

for written responses.

Thereafter, on 12 November 2015, the Committee interacted with the MEC and Acting
HOD of the mother department, the Department of Economic Development and
Tourism, the Chairperson of the Interim Board, acting CEO and the Senior Management
team of the entity on the 2014/15 Annual Report. The Committee met again on 18

November 2015 to consider its report.

3. STRATEGIC OUTCOME ORIENTED GOALS

As part of the oversight exercise, the Committee sought to evaluate the extent to which
the entity’s planned activities during the year under review were guided by its strategic
objective and key policy priorities, as well as the national and provincial government

policy priorities.

Table 1: Strategic Outcome Oriented Goals
Goal Achievements in 2014/16 financlal year

O izational Stability and
LS fty an - Exceeded the R22 million own revenue generation by R2 million

Sl Appointed Head of Biodiversity
Advertised both the Board Secretary and senior manager Legal
Services position.
Provide for effective management ~ Landowners consent has been concluded and consultation
and conservation of biodiversity and concluded on the intention to declare the greater Lakenvlei
eco-systems within the Province Protected environment

- Rhino poachers were arrested on the Manyeleti NR.

- Three (3) co-management agreements were concluded for Loskop
dam, Andover and Bushbuckridge NR

- A total of R290 million for infrastructure upgrade has been
allocated by DEA (EPIP) on 13 NR’s. Of this allocation MTPA will
be implementing 5 projects worth R74.5 million with a return of

R13.2 million in terms of implementer fee.
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To foster, promote and sustainably - Marketing system website was upgraded

develop and market tourism - Mpumalanga Travel Guide Application for the Panorama route for
smart phones, Tablets and website was developed to enhance the
experience of tourists

- The Mpumalanga Twitter account was also activated.

To ensure Strategic leadership, - The entity revised the organizational structure

good corporate govemnance and - Developed and implemented skill development plan

management support - Maintained information and  communication technology
infrastructure.

- Implemented the 2014/15 collective agreement.

4. REPORT OF THE AUDITOR GENERAL (AG)

The entity received a Qualified Audit opinion for the 2014/15 financial year, this
indicates a regression when compared to the audit opinion that the entity received in the
2013/14 financial year. This audit opinion was mainly due to incorrect recognition of
additions to property, plant and equipment as expenditure which resulted to property,
plant and equipment (PPE) in note 6 to the financial statements to be understated by
R4 368 539. AG further indicated that the entity also failed to review the residual values
and useful lives of property, plant and equipment as a results assets with a cost of R47
253 557 were carried at a one rand net carrying amount while still being in use. Lastly
AG indicated that the basis used by the entity to revalue properties and buildings with a
carrying amount of R373 289 575 was not in accordance with GRAP 17.

The entity managed to achieve 97 of the 119 (82%) counted targets for the 2014/15
financial year. The entity’s overall adjusted budget for the 2014/15 financial year was at
R330 941 000 and the overall spending was at 100.21% of the budget allocation.

5. OVERVIEW BY THE MEC

The MEC, Hon SE Kholwane, presented a short overview on the entity’s performance
for the 2014/15 financial year. The following points emerged from the overview:

i.  The MEC reported that efforts of promoting Mpumalanga as “A world-class
tourism and wildlife economy” are surely coming to fruition. Through the work of
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the MTPA, the Province is ranked fourth nationally, in terms of domestic visits
and coincidentally number four again, in terms of international arrivals.

He reported that the Tourism BBBEE Charter Council Action Plan which
amongst others, addresses issues like enterprise and skills development was
implemented during the financial year under review, and this has enabled the
MTPA to expose tourism SMMEs to local and international marketing platforms.
The MEC indicated that it was not smooth sailing at the Entity as he was left with
no option but to disband the Board of the MTPA. Currently, there is an interim
Board and the vacancies will be filled very soon;

He reported that the CEO left the entity during the period under review, and two
acting CEOs have been appointed so far. What this means is that the MTPA was
and is still operating with the leadership on acting capacities.

The MEC expressed his disappointment that the entity received a qualified audit
opinion. He reported that it is his determination to stabilise the entity as a matter
of urgency, by appointing a Board and a CEO, in order to turn things around.

6. OVERVIEW BY THE CHAIRPERSON OF THE INTERIM BOARD

The Chairperson of the interim Board, Mr. SW Lubisi, gave a brief overview of the

entity’s performance for the current financial year. The following points were noted:

The Chairperson reported that Executive positions in the entity have been filled,
except for the CEO and the Corporate Manager positions;

He reported that the entity has developed an Action Plan to deal with matters
raised by the Auditor General;

The Chairperson reported that in the next Board Meeting, the review of the
entity’s organogram will be finalised;

He reported that the CFO was put on special leave. An acting CFO has been
appointed. In the next Board Meeting, this matter will be finalised.

7. PROGRESS REPORT ON THE IMPLEMENTATION OF HOUSE RESOLUTIONS -

2013/14 ANNUAL REPORT
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The Committee considered an updated report on the progress made by the entity in
implementing previous House Resolutions emanating from the 2013/14 Annual Report.
The progress report is reflected in this Committee report to provide a comprehensive
perspective (see Annexure A).

8. PART A: GENERAL INFORMATION

8.1. OBSERVATION ON THE DEPARTMENT'S COMPLIANCE WITH
NATIONAL TREASURY GUIDE ON THE PREPARATION OF THE
ANNUAL REPORT

The Entity has complied with the Treasury guideline on preparation of Annual Reports
for 2014/15 financial year with an exception of the following:

i The annual report guide for public entities indicate that the information on the
organizational structure must indicate the post; the name of the official and
posts that are vacant (2013 AR guide; p11). In contrast the entity has neither
included the name of the official nor indicated whether each post is vacant or
filled (2014/15 AR, p9).

ii. Some discrepancies were identified under PART E: Financial Information
more especially under the report of the CEO e.g. The entity did not discuss
the capacity constraints and challenges facing the entity, discontinued and
services to be discontinued, request for overall funds as well as new and
proposed activities if there are any.

8.2. SERVICE DELIVERY ENVIRONMENT

The Committee noted the following with regard to the service delivery environment of
the entity:

8.2.1. Entity’s Performance against Policy Statements

Table 1: Entity’s performance against Policy Statements

SOPA Pronouncements 2014/15 Entity's Commitments/ MEC Budget Entity’s performance against
Speech Commitments the priorities
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The premier in his state of the Province
address (2014) paragraph 54, Indicated
that government through its parastatals
will Intensify the implementation of the
Mpumalanga Tourism Growth Strategy
which wiil Include the foilowing:

. invest In In the development of
jiberation heritage routes as part of the
overail tourism product offering

The MEC in his budget policy
speech 2014115 for Vote 8
Indicated that:

MTPA will work with department
and municipalites to diversify
offering by
investing In the development of

tourism  product

liberation heritage routes.

The entity developed 1
liberation route in Gert
Sibande District Municipality
linking Mahatma Ghandi and
Pixley Ka Isaka Seme centers
(AR:82)

il. Provide comprehensive support to all
small business and cooperatives in the
tourism sector

The entity committed to facilitate
the development of 7 new Tourism
SMME's (APP:92)

ill.Diversify tourlsm product offerings,
inciuding expansion of opportunities for
rural and township establishments

Page 83 of the AR reflects
that the entity managed to
develop 12 tourism enterprise
owned by HDI's

Page 97 of the APP indicates that
the entity committed to approve all
new tourism products/services
registration applications recelved
the MTPA

database in line with the applicable

for Inclusion on

regulations.

The entty managed to
approve 1 new
product/service  registration
application  received  for

inclusion on MTPA database.

jv. Invest In building Infrastructure
capacity to introduce tourism products
which prolong the stay of tourist in the

Province

MTPA will Implement the Blyde
River Cable car and God's Window
Sky projects.

Page 84 of the AR indicates
that the entity failed to
facilitate the development of
an investment model for
Blyde River Canyon cable car

due to budget constraints.

v. Taking measures to improve the ievel
of security in our nature reserves while
reducing incidents of poaching and
enhancing the safety of tourism and

valuable natural assets.

The entity made a commitment
(APP:43) to draft and implement a
security strategy by March 2015

Page 54 of the AR indicates
that the entity failed to
the
developing and impiementing

achieve target of

the security strategy.

8.3.

ORGANISATIONAL ENVIRONMENT

During the financial year under review, the entity approved the revision of its

organizational structure to realign its mandate and compensation of employees.

W
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Subsequently, employees were placed on the newly approved structure. The entity
reported that at year end, it had a vacancy rate of 38%.

In a quest to sustain organizational stability by filling all executive positions, the Head of
Biodiversity Conservation was appointed with effect from 01 March 2015 and the filling
of the remaining executive positions were to be finalized in the first quarter of the
2015/16 financial year. On the day of the meeting, the entity reported that all the
Executive positions were filled except for the CEO and Corporate Manager positions.

8.4. PROGRESS ON MDG ATTAINMENT

The entity contributes to the Millennium Development Goal 7 which is: “to ensure
environmental sustainability’”. The entity reported the following on the MDG

attainment:
8.4.1. Target 7: Ensure environmental sustainability

Integrate the principles of sustainable development into country policies and
programmes and reverse the loss of environmental resources.

e The revision to produce the new Mpumalanga Biodiversity Sector Plan
(MBSP) of 2014 was finalized. As part of the roll-out, 14 presentations/
workshops were conducted;

e MBSP is a spatial tool (maps) with land use guidelines to inform suitable land
uses that support biodiversity and allow for species and ecosystems to adapt
to climate change.

Reduce biodiversity loss

e The monitoring of river ecosystem health in the Komati River was done during
the year under review. This monitoring was done in conjunction with the Inkomati
Catchment Management Authority (IUCMA);

» The management of wetlands of international importance at Verloren Valei NR (a
RAMSAR site).

9. PART B: OVERVIEW OF THE ENTITY’S PERFORMANCE
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9.1. BUDGET PERFORMANCE

With regards to the budget performance, the Committee noted that:

9.1.1. The entity spent 100.21% of its total budget that was allocated in the 2014/15
financial year which indicate a slight over expenditure of 0.21% of the final
appropriation;

9.1.2. The entity has extremely improved on spending its budget as the total
expenditure is within the 2% under/over expenditure as prescribed by the
National Treasury.

9.1.3. The entity over collected on its revenue by R1 254 000 for the 2014/15
financial year

The table below indicates the spending pattern of the department for the past two years.

Table 2: Expenditure pattern for the past Financial Years

Vi 2013 /14 2014/15
R’000 R’000

Main appropriation 319422 330941

Final appropriation 319 422 330941

Actual amount spent 286 654 331650

Over/under expenditure 327.68 709

% of expenditure 89.74 100.21

9.2. CONDITIONAL GRANTS

A total of R290 000 000 for infrastructure upgrade has been allocated by DEA (EPIP) on
13 Nature Reserves. Of this allocation MTPA was to implement 5 projects worth R74
500 000 with a return of R13 200 000 in terms of implementer fees. The Committee
requested the entity to brief on the progress made with regard to the infrastructure
upgrade. The entity reported that the infrastructure upgrade in the reserves has not
physically commenced. The entity together with communities and municipal
stakeholders have completed and submitted business plans to the Department of
Environmental Affairs for approval.

W
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9.3. PROGRAMME ANALYSIS

9.3.1. PROGRAMME 1: BOARD SECRETARIAT

The programme is responsible for ensuring governance and provides support services
to the MTPA Board. The programme achieved 67% (2 of its 3 targets) of planned

targets for the year under review.
9.3.1.1. Programme Performance

The Board Secretariat sub-programme failed to provide 1 board and board committee
monitoring reports due to vacant post of the Company Secretary. The Committee
enquired on whether the newly appointed board secretary was well capacitated to
execute her responsibilities. The entity reported that the board secretariat was
appointed in May 2015. The incumbent is an admitted attorney by profession and
possesses specific experience in corporate govemance with 5 years previous
experience as a company secretary. Furthermore, the entity reported that the board
secretariat office has achieved all planned targets for the 2015/16 financial year.

9.3.1.2. Expenditure of the Programme

The programme’s adjusted budget was R7 246 000 for the 2014/15 financial year and
the expenditure was at 55% of the budget.
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The entity reported that the under expenditure is related to the late appointment of the
Company Secretary and meeting coordinators in the Board Office. Furthermore, the
entity reported that to mitigate the under expenditure, the programme’s financials will be
monitored on a monthly and quarterly basis.

9.3.2. PROGRAMME 2: EXECUTIVE OFFICE

The responsibility of this programme is to oversee specialist functions within the
Executive Office.

9.3.21. Programme Performance

The programme achieved 77% (17 out of the 29) planned targets for the year under

review.
a) Customer Relations Management Function

The Committee enquired from the entity on what were the challenges encountered
regarding the non-establishment of customer relations management function and the
development of the Monitoring and Evaluation Framework. The entity reported that the
challenges encountered regarding the non-establishment of customer relations
management function in the CEO’s office was as a result of halting of the new structure
placement process by appeals lodged.

b) Monitoring and Evaluation Framework
The Committee enquired on why the Monitoring and Evaluation Framework was not
developed. The entity reported that during the year under review, the entity had an
acute staff shortage. In the 2015/16 financial year, an official has been seconded from
the provincial government to perform the function of Monitoring and Evaluation. The

Framework has since been formulated and is awaiting approval by the Board.
c) Security Strategy

The Committee requested the entity to indicate progress made in developing a security
strategy. The entity reported that a draft security strategy has been developed and will
be considered for adoption at the next board meeting.

M
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9.3.22. Expenditure of the Programme

The programme’s adjusted budget was R37 445 000 for the 2014/15 financial year and
the expenditure was at 85% of the budget.

EiBUGE NN WAC T xperd el O Ve /U umuiue Ko
R R IGTE 4158 1413 | 75%
ProjeciiNiaageaient : 11505 10535 970 92%
Communicstionan dpubiceltonil XD 2479 1016 71%
Corporatasantiquali wassiranceil I 1767 1831 49%
Intedhaliiudit 1400 1378 22 98%
Rlanningand CaordinaGon 2250 1447 803 64%
Monitoringand Evaltation 1170 1541 (371) 132%
Security Managemen 5500 5434 66 99%
2956 2956 0 100%
Jall 37445 31695 5750 85%

Over expenditure

The entity reported that the over expenditure in this programme was because the
person who was transferred to the position of Senior Manager: Monitoring and
Evaluation was on a higher remuneration package than what was budgeted.
Furthermore, the entity reported that the under achievement on all the targets was
related to lack of skills.

9.3.3. PROGRAMME 3: OFFICE OF THE CFO

The responsibility of this programme is to ensure that financial services are provided to
the entity.

9.3.3.1. Programme Performance
The programme had a total of 7 targets that were planned for the 2014/15 financial year

and has achieved 86% (6) of the targets.
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a) Payroli Verification Report

The Committee raised a concern that the reason given by the entity for failure to
produce the payroll verification was not adequate as the entity was capacitated enough
to produce the first report. The MEC acknowledged the failure by the entity to produce
the payroll verification report for the financial year under review. He reported that as a
way forward, a decision has been taken that the payroll verification report should be
combined with the one done by the Provincial Treasury.

b) Assets Verification and Revaluation

The Committee enquired whether the process of assets verification and revaluation of
buildings was budgeted for or not. The entity reported that the process was budgeted
for. However, due to the extent of the verification scope, the entity overspent on the
budget provided.

9.3.3.2. Expenditure of the Programme

The programme’s adjusted budget was R 42 632 000 for the 2014/15 financial year and
the expenditure was at 83% of the budget.

OEfatnme Final BuUdge ActualExpe i g QOve naa ¥
1814 1287 527 71%
anageman 5146 5149 o (3) | 81%
Sremer 26 008 18 660 7348 72%
AAnageme 9 664 10 390 (726) 108%
42632 35 486 7146 83%

9.3.4. PROGRAMME 4: CORPORATE SERVICE
The programme’s mandate is to provide effective and efficient management and

business support.

9.3.4.1. Programme Performance
The programme achieved 70% (16 out of the 23) planned targets for the year under
review.
m
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a) Vacancy Rate

The Committee requested the entity to explain whether there are measures in place to
reduce the vacancy rate in the 2015/16 financial year and how will the entity deal with
all funded vacant posts given the moratorium declared in the province. The entity
reported that the finalisation of the re-structuring of the entity will determine the new

vacancy rate.
b) Female Representation at Top Management

The Committee noted that at the end of the 2014/15 financial year, there was 0%
representation of females on top management and 56% female representation on
Senior Management positions. The entity reported that one female has been appointed
on Top Management position, which makes 10% representation. In addition, the entity
reported that measures will be put in place to address the imbalances of equity
representation by targeting females on the remaining Top Management positions. The
Committee urged the MEC to address this issue.

c) PMDS Policy

The Committee enquired on how the entity will enforce compliance to managers and
supervisors who are not implementing the PMDS policy. The entity reported that
workshops will be provided to all staff members on the PMDS and the importance of
managing performance accordingly.

d) Information and Knowledge Management

The Committee noted that the Sub-programme implemented 1 instead of 3 Information
and Knowledge Management system (IKM). The entity indicated that the delay on the
implementations of the system was due to the fact that the tender for Blyde revenue
collection system was not awarded. The Committee enquired on when the tender will be
awarded. The entity reported that the tender was cancelled. In addition, the entity
reported that the functionality of the current revenue collection system was being
reviewed. In addition, the entity reported that the system was being piloted at the
Bourke’s Luck Potholes.
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9.3.4.2. Expenditure of the Programme

The programme’s adjusted budget was R36 403 000 for the 2014/15 financial year and
the expenditure was at 98% of the budget.

R000 —[RO00 R000 | K000
CEL. @&IL@’M&& | 2539 1327 1212 52%
aR RECousd : 22473 21376 1007 95%
PegalServica i (2473 6 536 (4 063) 264%
(Y 8918 8744 174 98%
3t 36 403 37 983 (1 580) 104%

9.3.5. PROGRAMME 5: TOURISM

The mandate of this programme is to foster, promote and sustainably develop and
market tourism.

9.3.5.1. Performance of the Programme
The programme achieved 87% (26 of its 30) planned targets for the year under review.

a) Blyde River Canyon Cable Car
With regard to the non-development of an investment model for Blyde River Canyon
cable car due to budget constraints, the Committee requested the entity to clarify why
the entity reported financial constrains as a challenge, when the Tourism Development
Sub-programme underspent its budget by 27%. The entity reported that the 27% under
expenditure is related to the functions that were relocated from the Tourism Programme
to the Executive Office and Biodiversity Programmes. The Committee expressed its
disappointment on the manner the entity was responding to the question. The
Committee sensitised the entity that this was one of the pronouncements made by the
Premier during his State of the Province Address. The MEC reported that the Cabinet

W
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was also disappointed on the non-achievement of the target by the entity and reported
that there was no budget to implement the project in the 2014/15 financial year.

b) TRI-LAND Marketing Toolkit

The Committee requested the entity to provide a progress report of the development of
the TRI-LAND marketing toolkit and indicate the parties involved. The entity reported
that the MOU between the three countries has been reviewed and is now waiting
signatures by all three parties. The MOU tabulates arears of Joint marketing activities
including the development of the marketing toolkit which will be implemented once the
MOU is signed. Furthermore, the MTPA has engaged local tour operators to submit
packages to the TRI-LAND route to develop the marketing toolkit. In addition, the entity
reported that the parties involved were Swaziland Tourism Authority and Inatur —
Mozambique.

c) Programme Indicators

The report of the Auditor General indicated that 23% indicators for this programme were
not verifiable. The Committee requested the department to clarify the finding by the AG.
The entity reported that the indicators have now been reviewed and technical indicator
descriptions have been provided for in order to give explanations and clarity.

9.3.5.2. Expenditure of the Programme

The programme’s adjusted budget was R38 798 000 for the 2014/15 financial year and
the expenditure was at 72% of its budget.

3830 1069 2761 28
| 14381 10 455 3926 73
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9.3.6. PROGRAMME 6: BIODIVERSITY CONSERVATION

The programme is responsible for management and conservation of biodiversity and
eco-system within the province. The programme achieved 42% (5 out of the 12)
planned targets for the year under review.

9.3.6.1. Performance of the Programme

The programme achieved 88% (30 out of the 34) planned targets for the year under

review.
9.3.6.2. Expenditure of the Programme

The programme’s adjusted budget was R168 417 000 for the 201 4/15 financial year and
the expenditure was at 114% of the budget.

Haelulgsts ITE Linasbuage Act all Expenaiture Qver! ':_": = v{
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S S AR TR D 23886 23 641 244 =
ervation-Servicas 22 623 30960 (8 337) 137
A : 16 607 9870 6737 50
s 168 417 191 685 (23 268) 114

10.PART C: GOVERNANCE

10.1. Risk Management

Under Risk Management the entity highlighted the top 10 risks that exist within the
entity and the progress made thus far into mitigating those risks. The Committee
requested the entity to inform the committee on the risk management strategies that
have been put in place to address Asset management (GRAP 17), Accruals and
performance targets which are not specific, measurable, well-defined and well verifiable.

The entity reported that the risk management strategies are:

W
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o Assets Management — Provide skills capacity to the asset management
personnel, review the asset register to ensure proper assets classification,
ensure that the asset register complies with the requirements of GRAP 17 and
provide sufficient insurance cover.

e Accruals — Monthly monitoring of the Age Analysis and payments of service
providers within 30 days.

e Performance targets have been reviewed to comply with the SMART principle
and further provide definitions on the performance targets.

10.2. Fraud and Corruption

The entity reported that it has implemented the five year Fraud and corruption (Zero
Tolerance) campaign in 2010 in partnership with Deloitte. The campaign involved
review of the fraud prevention and response plan, anti-crime prevention initiative and
the awareness campaign with all MTPA staff and some selected stakeholders.

11.PART D: HUMAN RESOURCE MANAGEMENT

11.1. Organizational Structure and Statistics

The Committee noted that one of the key priorities for the entity was to maintain a
vacancy rate of 20%; however the vacancy rate could not be maintained at 20% due to
non-appointments on funded vacant positions pending finalization of the placement
process. The entity mentioned that an offer was made to the best female candidate for a
top management position and she declined. The entity further reported that there were
24 employees that left the Entity during the year under review. A majority of these
employees took retirement (12), resignations (3), Death (6), Dismissal (1) Hl health and
expiry of contract (1).

11.2. Instability in the Executive Management
The Committee enquired on the causes of instability on the executive management
positions of the entity. The MEC reported that the problem with the entity was on the
management of employment contracts.
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