Nkangala District Municipality
Annual Financial Statements
for the year ended 30 June 2023



Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

General Information

Executive mayor
Speaker

Council Whip

MMC Finance, Risk and Audit

MMC Technical Services

MMC Social Services

MMC Corporate Services

MMC Development and Planning Unit
MMC Local Economic Development
MPAC Chairperson

Section 79 Chairpersons

Councillors

Mabuza LM (01/07/2022-23/06/2023)
Ngwenya TD (26/06/2023-Current)
Ndinisa SL (01/07/2022-21/06/2023)

Boshomane KJ
Makhabane EN
Makwiting TJ
Mahlangu DP
Pookgoadi KT
Mathebula TT
Mahlangu L
Mthimunye GT
Moseri PP
Zondo LJN
Maja SR
Matlaila BJ
Banda EM
Mampuru DS
Masombuka AB
Makoala VD
Botha AA
Sibanyoni JM
Makola LM
Mbonani ND
Masombuka NZ
Sebesho E
Moolman L {01;‘07!2022-161’08!2022)
Mtsweni SN
Mhlanga KP
Ngubeni PN
Ditshego K
Rankapole MM
Ngwenya TD (01/07/2022-26/06/2023)
Skosana SI
Moela WN
Koko GS
Mabena DM
Dzondzi L
Morokolo ME
Phahlamoswari DM
Bhamjee M
Van Dayk WA
Masilela PM
Mogola SM
Klopper DD
Mathunyane ST
Dikgale LJ
Seswike SC
Dlamini BN
Nhlapho SR

2



Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

General Information




Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Index

Abbreviations used:

CoID
DBSA
GRAP
IAS
IPSAS
ME's
MEC
MFMA
PPPFA
mSCOA
CIGFARO
MPAC
SALGA
AC

EPWP
COoVID-19
DWs
PAYE

UIF

Compensation for Occupational Injuries and Diseases
Development Bank of South Africa

Generally Recognised Accounting Practice
International Accounting Standards

International Public Sector Accounting Standards
Municipal Entities

Member of the Executive Council

Municipal Finance Management Act

Preferential Procurement Policy Framework Act
Municipal Standard Chart of Accounts

Chartered Institute of Government Finance, Audit & Risk Officers
Municipal Public Accounts Committee

The South African Local Government Association
Audit Committee

Expanded Public Works Programme

Corona Virus Disease

The Department of Water and Sanitation

Pay As You Earn

Unemployment Insurance Fund




Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Report of the Chief Financial Officer

INTRODUCTION

The financial objective of the district municipality is to secure sound and sustainable management of the financial affairs of the
district municipality and to assist the six local municipalities to be financially viable.

Critical functional areas for the district municipality amongst others include improvement of audit outcomes, effective financial
management, fully functional internal audit units and audit committees, high vacancy rate in key positions, declining growth in
the Regional Services Council Replacement Grant, increase in operational expenditure, which negatively impacts on the
allocations to local municipalities.

Issue 3 of the IDP relates to financial viability and includes projects that contributed to the financial viability of the district and
local municipalities.

The District has finalised and prepared the annual financial statements for 2022/23 on version 6.6 from 6.5 of MSCOA for the
2021/22 financial year.

As we were slowly recovering from the COVID 19 pandemic impact on the municipality's operations, the notice issued by
National Treasury that deemed the PPPFA 2017 regulations invalid had a huge impact on the procurement of the municipality
also affecting the implementation of projects for service delivery.

REVIEW OF OPERATING RESULTS
The 2022/23 budget of the Nkangala District Municipality was approved by Council as follows:

MTREF 2022/23 25May 2022  DM-ND 438/05/2022
Roll-over 2022/23 31 Aug 2022  DM-ND 069/08/2022
Adjustment budget 2022/23 22 Feb2023  DM-Nd 315/02/2023
Special Adjustment Budget 2022/23 31 May 2022 DM-ND 457/05/2023
Herewith is commentary on the financial results.

REVENUE

The total revenue of the district increased with 67.76% from R431,584 million (2021/22) to R724,027 million (2022/23) and
indicate a positive outcome over the R718,840 million budgeted for the 2022/23 financial year.

Revenue from exchange transactions increased with 74.13% from R20,136 million (2021/22) to R35,062 (2022/23), whilst the
revenue from non-exchange transactions increased with 67.45% from R411,448 million (2021/22) to R688,964 (2022/23) of
which the major portions is from government grants and subsidies, and the increase is mainly from the increased grants
received form Department of Water and Sanitation. The district is highly dependent on the RSC Replacement Grant that shows
a deterioration growth rate year on year, however indicative allocations published in Division of Revenue Act (DORA) point to a
very small increase in the RSC Levy Replacement Grant.

The outlook for the next financial year is that the total revenue will increase compared to the year under review.
TRANSFERS AND SUBSIDIES

Transfers and subsidies increased by 67.01% from R410,210 million (2021/22) to R685,096 million (2022/23). Transfers and
Subsidies include conditional and non-conditional grants, donations or subsidies to the District and amongst others include the
RSC Levy Replacement grant, the Equitable Share, Municipal System Improvement Grant, Finance Management Grant, the
Expanded Public Works Programme Incentive Grant and Department of Water & Sanitation grants. All conditional grants have
been spent 100% and has been recognised as revenue in 2022/23. According to the accounting policies only the portion that
has been expensed and meets the conditions of the conditional grant is recognized as revenue.

INTEREST, DIVIDENDS AND RENT ON LAND

The District earned interest, which increased by 27.75% from R19,586 million (2021/22) to R25,021 million (2022/23). This
decrease is attributed to the slowdown of the economy and lower interest rates offered by financial banks. The District realised
116.48% of budgeted amount for 2022/23 and the variance is due to that more interest revenue was received than anticipated
during the budget process.
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Contracted services increased by 34.66% from R49,569 million (2021/22) to R66,749 million (2022/23). Actual contracted
services are 92.59% of the budgeted contracted cost, due increase in allocated contracts for the year and as the municipality
recovered for the effect of the notice issued by National Treasury rendering the PPPFA 2017 regulations invalid and halting all
procurement in the 2021/22 financial year.

REMUNERATION OF COUNCILLORS
Payments made to councillors are in terms of the legislation on remuneration of public office bearers.

Actual councillor allowance costs increased by 12.55 % from R15,087 million (2021/22) to R16,981 million (2022/23). Actual
councillor allowance costs are 90.17% of the budgeted remuneration of councillors, due to the % increase that realised on the
determination of upper limits.

DEPRECIATION/ AMORTISATION

Depreciation/amortisation is charged on Property, Plant & Equipment/intangibles at rates determined in the accounting policies
and asset useful lives are reviewed annually.

Actual depreciation/amortisation costs increased by 1.24% from R17,231 million (2021/22) to R17,444 million (2022/23). The
increase is mainly due to the additions to the property, plant and equipment at the District. Actual depreciation/amortisation
Costs are 95.36% of the budgeted depreciation/amortisation cost, and is dependent on the acquisition of new assets for the
District.

INVENTORY CONSUMED

Actual inventory consumed costs decreased by 25.24% from R3,766 million (2021/22) to R2,815 million (2022/23). The
decrease is mainly due to the decline of sanitisers and protective clothing to deal with the COVID 19 pandemic. Actual
inventory consumed costs are 70.31% of the budgeted amount, due to the less than anticipated inventory consumed as the
COVID 19 pandemic normalised.

INTEREST, DIVIDEND AND RENT ON LAND PAID

The District only realised interest paid on the Financial leases for office equipment.

The District only realised interest paid on the Financial leases for office equipment.

Actual interest costs decreased by 34.99 % from R0O,194 million (2021/22) to RO,126 million (2022/23), the decrease is due to
repayment of the lease. Actual interest costs are 53.60% the budgeted amount due to less payment as anticipated during the
budget process.

GAINS AND LOSSES

The District only realised a small loss on the disposal of fixed and intangible assets, whilst an actuarial gain was realised of
R4,405 million for (2022/23), which increase from the small loss of R0,070 million (2021/22) financial year. The actuarial gain

was due to increases in net discount rates, lower inflationary increases than anticipated and changes to membership.

OPERATING LEASES

Actual operating leases costs remained stable from R3,453 million (2021/22) to R3,453 million (2022/23). Actual operating
lease costs are 77.88% of the budgeted amount, due to repayment of the lease.

SURPLUS/DEFICIT

The district realised a deficit of R67,766 million for 2022/23 compared to the surplus of R14,795 million 2021/22 due to
increased implementation of projects and the completed projects from 2021/22 work in progress.

FINANCIAL POSITION

The Statement of Financial position represents the financial strength of the district by a comparison of assets over liabilities.
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GRAP 23 Revenue from non-exchange transactions

GRAP 24 Presentation of budget

GRAP 25 Employee Benefits

GRAP 26 Impairment of cash generating assets

GRAP 27 Agriculture

GRAP 31 Intangible Assets

GRAP 100 Discontinued Operations

GRAP 103 Heritage Assets

GRAP 104 Financial Instruments .

IGRAP 1 Applying The Probability Test On Initial Recognition of Revenue

IGRAP 2 Changes in Existing Decommissioning Restoration and Similar Liabilities

IGRAP 3 Determining Whether an Arrangement Contains a Lease

IGRAP 4 Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation

Funds

IGRAP 5 Applying the Restatement Approach under the Standard of GRAP on Financial Reporting in
Hyperinflationary Economies

IGRAP 6 Loyalty Programmes

IGRAP 7 The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

IGRAP 8 Agreements for the Construction of Assets from Exchange Transactions

IGRAP 9 Distributions of Non-cash Assets to Owners

IGRAP 10 Assets Received from Customers

IGRAP 11 Consolidation — Special Purpose Entities

IGRAP 12 Jointly Controlled Entities -Non-Monetary Contributions

IGRAP 13 Operating Leases — Incentives

IGRAP 14 Evaluating the Substance of Transactions Involving the Legal Form of a Lease

IGRAP 15 Revenue - Barter Transactions Involving Advertising Services

IGRAP 16 Intangible Assets - Website Costs

IGRAP 17 SCA where Grantor Controls Significant Residual Interest

IGRAP 18 Recognition and De-recognition of Land

IGRAP 19 Liabilities to Pay Levies

IGRAP 20 Accounting for Adjustments to Revenue

CONCLUSION

Good governance, sound financial management and financial viability remain critical success factors for the district.
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Statement of Financial Performance

Figures in Rand Note(s) 2023 2022
Restated*
Revenue
Revenue from exchange transactions
Rental of facilities and equipment 19 50 700 48 513
Agency services 20 8 492 681 -
Other income 21 1498 234 502 230
Interest received - investment 22 25020 787 19 585 553
Total revenue from exchange transactions 35062 402 20 136 296
Revenue from non-exchange transactions
Taxation revenue
Licences and Permits (Non-exchange) 23 1093519 1108 190
Transfer revenue
Government grants & subsidies 24 685 096 006 410 209 712
Fines, Penalties and Forfeits 25 2774 942 130 052
Total revenue from non-exchange transactions 688 964 467 411 447 954
Total revenue 26 724 026 869 431 584 250
Expenditure
Employee related costs 27 (181 179 279) (180 886 362)
Remuneration of councillors 28 (16 981 155) (15 087 417)
Depreciation and amortisation 29 (17 444 376) (17 230 953)
Finance costs 31 (126 331) (194 323)
Lease rentals on operating lease 34 (3452 794) (3 453 063)
Debt Impairment 49 - (25 731)
Inventory consumed 32 (2 815 439) (3 766 004)
Contracted services 33 (66 749 146) (49 568 731)
Transfers and subsidies 30 (457 068 650) (103 522 372)
Operational costs 35 (49 836 929) (41 548 774)
Total expenditure (795 654 099) (415 283 730)
Operating (deficit) surplus (71 627 230) 16 300 520
Loss on disposal of assets and liabilities (437 748) (1351 248)
Fair value adjustments (106 485) (84 448)
Actuarial gains/losses 17 4 405 000 (70 001)
3 860 767 (1505 697)
(Deficit) surplus for the year (67 766 463) 14 794 823

* See Note 38
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Cash Flow Statement

Figures in Rand Note(s) 2023 2022
Restated*
Cash flows from operating activities
Receipts
Grants 674 746 237 404 129 635
Interest income 25 020 787 19 585 553
Rental from fixed assets 50 700 48 513
Other receipts 11977 132 1141969
Movement of VAT 20 156 978 -
731951834 424 905 670
Payments
Employee costs (194 921 434) (189 474 331)
Suppliers (496 126 514) (263 744 182)
Movement of VAT . (13995 916)
(691 047 948) (467 214 429)
Net cash flows from operating activities 36 40 903 886 (42 308 759)
Cash flows from investing activities
Purchase of property, plant and equipment 10 (33 308 104) (6 822 341)
Proceeds from sale of property, plant and equipment 10 141 562 316 357
Purchase of other intangible assets 11 - (150 120)
Proceeds from sale of other intangible assets 1 - 297
Decrease/(Increase) of Investments (4 440 000) (4 440 000)
Net cash flows from investing activities (37 606 542) (11 095 807)
Cash flows from financing activities
Finance lease payments (923 432) (862 618)
Operating lease - (7 112)
Finance costs (126 331) (194 323)
Net cash flows from financing activities (1049 763) (1064 053)
Net increase/(decrease) in cash and cash equivalents 2247 581 (54 468 619)
Cash and cash equivalents at the beginning of the year 231192 849 285745 916
Fair value adjustment to cash and cash equivalents (106 485) (84 448)
Cash and cash equivalents at the end of the year 3 233 333 945 231192 849

The accounting policies on pages 22 to 45 and the notes on pages 46 to 86 form an integral part of the annual financial

statements.

* See Note 38
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assets
Inventories 4 558 080 = 4 558 080 81175 839 76 617 759
Construction contracts and . - - 16429846 16429 846
receivables
Receivables from non-exchange - - & 1600 000 1600 000
transactions
VAT receivable 36 949 251 - 36949 251 7294793 (29 654 458)
Prepayments - - = 87 480 87 480
Consumer debtors 228 083 - 228 083 505 846 277 763
Cash and cash equivalents 468 511875 70975761 539487636 233333938 (306153 698)
510 247 289 70975761 581223050 340427 742 (240 795 308)
Non-Current Assets
Property, plant and equipment 216 904 738 6448 597 223353335 208981705 (14 371630)
Intangible assets 2104947  (1000000) 1104947 11911355 10 BO6 408
Heritage assets - - - 508 772 508 772
Investments 61 635 565 - 61635565 72188712 10553147
280 645 250 5448 597 286 093 847 293 590 544 7 496 697
Total Assets 790 892 539 76 424 358 867 316 897 634 018 286 (233 298 611)
Liabilities
Current Liabilities
Finance lease obligation - . . 755 491 755 491
Payables from exchange 83895229 115597231 199492460 83163 114 (116 329 346)
transactions
Consumer deposits 14 583 - 14 583 14 030 (553)
Employee benefit obligation - = - 514 000 514 000
Long service awards 3602 920 199 000 3801920 1034000 (2767 920)
87512732 115796231 203 308 963 85480635 (117 828 328)
Non-Current Liabilities
Employee benefit obligation - - - 17445000 17 445000
Long service awards 34 191 265 - 34191265 5871000 (28 320 265)
34 191 265 B 34 191 265 23316 000 (10 875 265)
Total Liabilities 121703997 115796231 237500228 108 796 635 (128 703 593)
Net Assets 669 188 542 (39 371873) 629816669 525 221 651 (104 595 018)
Net Assets
Net Assets Attributable to
Owners of Controlling Entity
Reserves
Accumulated surplus 669 188 542  (39371873) 629816669 525221652 (104 595017)
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Accounting Policies

Figures in Rand Note(s) 2023 2022
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Accounting Policies

1.3 Significant judgements and sources of estimation uncertainty (continued)
Useful lives of property,plant and equipment, and other assets

The municipality's management determines the estimated useful lives and related depreciation charges for the property, plant
and equipment, and other assets. This estimate is based on industry norms. Management will increase the depreciation charge
where useful lives are less than previously estimated useful lives.

Effective interest rate
The municipality used the prime interest rate to discount future cash flows.
Defined Benefit Obligations

The municipality obtains actuarial valuations of its defined benefit plan and other long term employee benefits. The defined
benefit plan and other long term employee benefits identified are post retirement health benefit obligations and long service
awards. The estimated liabilities are recorded in accordance with GRAP 25.

1.4 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during
more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
*  the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

Costs include costs incurred initially to acquire or construct an item of property, 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
property, plant and equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

ltems such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of
property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining
inspection costs from the previous inspection are derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
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1.5 Intangible assets (continued)

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract.

An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the municipality; and
*  the cost or fair value of the asset can be measured reliably.

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the
useful life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured
at its fair value as at that date.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
. it is technically feasible to complete the asset so that it will be available for use or sale.

there is an intention to complete and use or sell it.

there is an ability to use or sell it.

it will generate probable future economic benefits or service potential.

there are available technical, financial and other resources to complete the development and to use or sell the

asset.

¢ the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amortisation is provided on a straight-line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over
its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as
intangible assets.

Internally generated goodwill is not recognised as an intangible asset.

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows:

Item Depreciation method Average useful life
Computer software, other Straight-line 3 to 15 years

The municipality discloses relevant information relating to assets under construction or development, in the notes to the
financial statements (see note ).

Intangible assets are derecognised:
®*  ondisposal; or
. when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the asset is
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).
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1.7 Financial instruments (continued)

Initial measurement of financial assets and financial liabilities
The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability.

The entity measures a financial asset and financial liability initially at its fair value.

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts for
that part of a concessionary loan that is:

. a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements,
where it is the issuer of the loan; or

. non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions
(Taxes and Transfers), where it is the recipient of the loan.

Subsequent measurement of financial assets and financial liabilities

The entity measures all financial assets and financial liabilities after initial recognition using the following categories:
. Financial instruments at fair value.
*  Financial instruments at amortised cost.
. Financial instruments at cost.

All financial assets measured at amortised cost, or cost, are subject to an impairment review.

Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
entity establishes fair value by using a valuation technique, The objective of using a valuation technique is to establish what the
transaction price would have been on the measurement date in an arm’s length exchange motivated by normal operating
considerations. Valuation techniques include using recent arm'’s length market transactions between knowledgeable, willing
parties, if available, reference to the current fair value of ancther instrument that is substantially the same, discounted cash flow
analysis and option pricing models. If there is a valuation technique commonly used by market participants to price the
instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies
as litle as possible on entity-specific inputs. It incorporates all factors that market participants would consider in setting a price
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, a municipality calibrates
the valuation technique and tests it for validity using prices from any observable current market transactions in the same
instrument (i.e. without modification or repackaging) or based on any available observable market data.

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process.

Impairment and uncollectibility of financial assets

The municipality assesses at the end of each reporting period whether there is any objective evidence that a financial asset or
group of financial assets is impaired.

For amounts due to the municipality, significant financial difficulties of the receivable, probability that the receivable will
enter bankruptcy and default of payments are all considered indicators of impairment.
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1.8 Leases (continued)

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease.

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance
of the liability.

Any contingent rents are expensed in the period in which they are incurred.
Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased assets are consumed.
Contingent rentals arising under operating leases are recognised as an expense in the period in which they are incurred. The
difference between the amounts recognised as an expense and the contractual payments are recognised as an operating
lease asset or liability.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis over the lease term
except where other systematic basis is more representative of the time pattern in which economic benefits from the leased
asset are consumed.

1.9 Inventories

The municipality constructs infrastructure projects, which will subsequently be transferred to local municipalities in its area of
jurisdiction at no cost when the project is completed. Projects still in progress and not yet completed are disclosed as inventory.
Inventory is measured at the actual costs.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition. g

1.10 Construction contracts and receivables

Construction contract is a contract, or a similar binding arrangement, specifically negotiated for the construction of an asset or
a combination of assets that are closely interrelated or interdependent in terms of their design, technology and function or their
ultimate purpose or use.

Contractor is an entity that performs construction work pursuant to a construction contract.

Cost plus or cost based contract is a construction contract in which the contractor is reimbursed for allowable or otherwise
defined costs and, in the case of a commercially-based contract, an additional percentage of these costs or a fixed fee, if any.

Fixed price contract is a construction contract in which the contractor agrees to a fixed contract price, or a fixed rate per unit of
output, which in some cases is subject to cost escalation clauses.

A contractor is an entity that enters into a contract to build structures, construct facilities, produce goods, or render services to
the specifications of another entity either itself or through the use of sub-contractors. The term “contractor’ thus includes a
general or prime contractor, a subcontractor to a general contractor, or a construction manager.

The municipality assesses the terms and conditions of each contract concluded with customers to establish whether the
contract is a construction contract or not. In assessing whether the contract is a construction contract, an entity considers
whether it is a contractor.
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1.11 Impairment of cash-generating assets (continued)

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between
nowledgeable, willing parties, less the costs of disposal.

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use.

Useful life is either:
. the period of time over which an asset is expected to be used by the municipality; or
. the number of production or similar units expected to be obtained from the asset by the municipality.]

Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end
of the current reporting period.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the
continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to
those future cash flows.

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable service amount. This reduction is an impairment loss.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating is adjusted in
future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), on a
systematic basis over its remaining useful life.

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been
adjusted.

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.
Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in
future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic
basis over its remaining useful life.

Cash-generating units
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1.11 Impairment of cash-generating assets (continued)
In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above
the lower of:
. its recoverable amount (if determinable); and
. the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss
been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to
the other assets of the unit.

1.12 Impairment of non-cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that
positive cash flows are expected to be significantly higher than the cost of the asset.

Non-cash-generating assets are assets other than cash-generating assets.

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any
accumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or
groups of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense.

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between
knowledgeable, willing parties, less the costs of disposal.

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use.
Useful life is either:

. the period of time over which an asset is expected to be used by the municipality; or
*  the number of production or similar units expected to be obtained from the asset by the municipality.

Identification
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset.

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset with
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time every
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for
impairment before the end of the current reporting period.

Value in use
Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential.

The present value of the remaining service potential of a non-cash-generating assets is determined using the following
approach:
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1.14 Employee benefits (continued)
Vested employee benefits are employee benefits that are not conditional on future employment.

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post-
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees.

A constructive obligation is an obligation that derives from an entity's actions where by an established pattern of past practice,
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge
those responsibilities.

Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve
months after the end of the period in which the employees render the related service.

Short-term employee benefits include items such as:

. wages, salaries and social security contributions;

. short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the
absences is due to be settled within twelve months after the end of the reporting period in which the employees
render the related employee service;

. bonus, incentive and performance related payments payable within twelve months after the end of the reporting
period in which the employees render the related service; and

. non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars
and cellphones) for current employees.

When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted amount
of short-term employee benefits expected to be paid in exchange for that service:

*  as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount of the benefits, the entity recognises that excess as an asset (prepaid expense) to the extent
that the prepayment will lead to, for example, a reduction in future payments or a cash refund: and

. as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused
entitlement that has accumulated at the reporting date.

The municipality recognises the expected cost of bonus, incentive and performance related payments when the entity has a
present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the
obligation can be made. A present obligation exists when the entity has no realistic alternative but to make the payments.

Post-employment benefits: Defined contribution plans

Obligations for contributions to defined contribution plans are recognised as an expense in the statement of financial
performance as incurred.

Contributions to the defined contribution pension plan in respect of service in a particular period are included in the employees’
total cost of employment and are charged to the statement of financial performance in the year to which they relate as part of
cost of employment.

The municipality contributes towards retirement benefits of its employees and councilors to the under- mentioned pension
funds:

- Joint Municipal Pension Fund

- Municipal Employees Pension Fund

Municipal Gratuity Fund Councilors are members of the Municipal Councilor's Pension Fund that was established in terms of
the Remuneration of Public Office Bearers Act 1998 (Act 20 of 1998).

Post-employment benefits: Defined benefit plans

Defined benefit plans are post-employment benefit plans other than defined contribution plans.
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1.14 Employee benefits (continued)
. interest cost;
the expected return on any plan assets and on any reimbursement rights;
actuarial gains and losses:
past service cost;
the effect of any curtailments or settlements: and
the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as
the accrued benefit method pro-rated on service or as the benefitlyears of service method) sees each period of service as
giving rise to an additional unit of benefit entitliement and measures each unit separately to build up the final obligation.

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable,
past service cost, an entity shall attribute benefit to periods of service under the plan's benefit formula. However, if an
employee’s service in later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute
benefit on a straight-line basis from:
* the date when service by the employee first leads to benefits under the plan (whether or not the benefits are
conditional on further service); until
. the date when further service by the employee will lead to no material amount of further benefits under the plan,
other than from further salary increases.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the
valuation are updated for any material transactions and other material changes in circumstances (including changes in market
prices and interest rates) up to the reporting date.

The municipality recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or
settlement occurs. The gain or loss on a curtailment or settlement comprises:

. any resulting change in the present value of the defined benefit obligation; and

. any resulting change in the fair value of the plan assets.

Before determining the effect of a curtailment or setlement, the entity re-measure the obligation (and the related plan assets, if
any) using current actuarial assumptions (including current market interest rates and other current market prices).

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit
plan is [OR is not] presented as the net of the amount recognised for a reimbursement.

The municipality offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally
enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously.

Long Service Award

The municipality has an obligation to provide long-term service allowance benefits to all of its employees. According to the
rules of the long-term service allowance scheme, which the municipality instituted and operates, an employee (who is on the
current conditions of service), is entitled to a cash allowance, calculated in terms of the rules of the scheme, after 5, 10, 15, 20,
25 and 30 years of continued service.

The municipality’s liability is based on an actuarial valuation. The Projected Unit Credit Method is used to value the liabilities.
Actuarial gains and losses on the long-term service awards are recognised in the statement of financial performance.
The amount recognised as a liability for long-term service awards is the net total of the following amounts:

- the present value of the defined benefit obligation at the reporting date;

- minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled
directly.
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1.15 Provisions and contingencies (continued)

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale
or transfer, that is, there is a binding arrangement.

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are
subsequently measured at the higher of:

¢ the amount that would be recognised as a provision; and

¢ the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 37.

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a
debt instrument.

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.

The municipality recognises a provision for financial guarantees and loan commitments whan it is probable that an outflow of
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of
the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that
an outflow of resources may be probable are:
. financial difficulty of the debtor;
. defaults or delinquencies in interest and capital repayments by the debtor;
*  breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the
ability of the debtor to settle its obligation on the amended terms: and
. a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on
the ability of entities to repay their obligations.

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date.
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality
recognises the obligation at the higher of:
*  the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets;
and
¢ the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance
with the Standard of GRAP on Revenue from Exchange Transactions.

1.16 Commitments

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the
outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial
statements, if both the following criteria are met:
¢  Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer or
building maintenance services); and
. Contracts should relate to something other than the routine, steady, state business of the entity — therefore salary
commitments relating to employment contracts or social security benefit commitments are excluded.

1.17 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an
increase in net assets, other than increases relating to contributions from owners.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange.
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1.18 Revenue from non-exchange transactions (continued)

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, a municipality
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to
another municipality without directly receiving approximately equal value in exchange.

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used,
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed
as specified.

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a
transferred asset by entities external to the reporting municipality.

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available
to others.

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation.
Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches
of the law.
Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.
1.19 Investment income
Investment income is recognised on a time-proportion basis using the effective interest method.
1.20 Borrowing costs
Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.
Borrowing costs are recognised as an expense in the period in which they are incurred.
1.21 Comparative figures
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
1.22 Unauthorised expenditure
Unauthorised expenditure means:

. overspending of a vote or a main division within a vote: and

. expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with

the purpose of the main division.

All expenditure relating to unauthorised expenditure is recognised as an expense in statement of financial performsncr in the
year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense and where
recovered, it is subsequently accounted for as revenue in statement of financial performance.

1.23 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been
exercised.

Fruitless and wasteful expenditure is accounted for in line with all relating requirements, including, but not limited to, ruling
Legislation, Regulations, Frameworks, Circulars, Instruction Notes, Practice Notes, Guidelines etc (as applicable).
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1.26 Budget information

The municipality is typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent),
which is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in
accordance with the legally adopted budget.

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance outcome
objectives.

The approved budget covers the fiscal period from 2022/07/01 to 2023/06/30.
The budget for the economic entity includes all the entities approved budgets under its control.

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts.

1.27 Related parties

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influence
over the other party, or vice versa, or an entity that is subject to common control, or joint control.

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the
venturers).

Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party,
regardless of whether a price is charged.

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control over
those policies.

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to
perform such functions.

Close members of the family of a person are those family members who may be expected to influence, or be influenced by that
person in their dealings with the municipality.

The municipality is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within
normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it is
reasonable to expect the municipality to have adopted if dealing with that individual entity or person in the same circumstances
and terms and conditions are within the narmal operating parameters established by that reporting entity's legal mandate.

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses narrative
information about the nature of the transactions and the related outstanding balances, to enable users of the entity’s financial
statements to understand the effect of related party transactions on its annual financial statements.

1.28 Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the
date when the financial statements are authorised for issue. Two types of events can be identified:
. those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date);
and
. those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting
date).

The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date
once the event occurred.
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Figures in Rand

2023

2022

2. New standards and interpretations

2.1 Standards and interpretations issued, but not yet effective

Standard/ Interpretation:
*  GRAP 25: Employee Benefits

. GRAP 104: Financial Instruments

3. Cash and cash equivalents
3.1 Cash and cash equivalents consist of:

Cash on hand
Bank balances
Short-term deposits

3.2 The municipality had the following bank accounts

Account number / description

ABSA BANK- CURRENT ACCOUNT-1040161836
STANDARD BANK CURRENT ACCOUNT-042244552
ABSA BANK-FIXED DEPOSIT-4083615135

ABSA Bank-FIXED Deposit- 2080419461

ABSA Bank-FIXED Deposit-2080308559

ABSA Bank-FIXED Deposit-2080975902
NEDBANK-FIXED DEPOSIT-03/7881531304/000188
NEDBANK-FIXED DEPOSIT-03/7881531304/000337
NEDBANK-FIXED DEPOSIT-03/7881531304/000338
FNB(RMB) Bank-Term Deposit-62786703184
STANLIB-NOO1I

STANDARD BANK-Notice Deposit-038433834#081
STANDARD BANK-Notice Deposit-038433834#155
STANDARD BANK-Notice Deposit-038433834#156
SANLAM-NDCKON

Interest Accrued

INVESTEC-Fixed Deposit-1400-121751-500-JB5M52361
INVESTEC-Fixed Deposit-1400-121751-502

FNB RETENTION-74794690154

NEDBANK-FIXED DEPOSIT-03/7881531304/000358
FNB(RMB) Bank-Term Deposit-76202613644
STANDARD BANK-Notice Deposit-038433834#081
STANDARD BANK-Notice Deposit-038433834#177
INVESTEC-Fixed Deposit-1400-121751-452-JB11270054

Total

4. Inventories

Work in progress

Inventory pledged as security

No inventories were pledged as security for liabilities in the current financial year.

Effective date

1 April 2024 Unlikely there will be a
material impact
1 April 2025 Unlikely there will be a

material impact

10 200 10 200

16 672 117 13 311 460
216 651 621 217 871 189
233 333 938 231 192 849

Bank statement balances
30 June 2023 30 June 2022 30 June 2023 30 June 2022

Cash book balances

6 179 290 4844 6179290 6 064
10492825 13305397 10492825 13 305 397
2894484 4304580 2894484 4304580
- 10000 000 - 10000 000

- 5000000 - 5000000

5 000 000 - 5000000 -
6783689 7194816 6783689 7194816
- 6000000 - 6000000

- 5000000 - 5000000
10966913 6308863 10966913 6308 863
82 232 668 77 974 273 82 232 668 77 974 273
- 8301557 - 8301567

- 10000 000 - 10000 000

- 10000 000 - 10000 000
43730000 40984502 43730000 40 984 502
1442 459 851600 1442459 851 600
7601816 5590351 7601816 5590 351
- 360 635 - 360 635
25000000 20000000 25000000 20 000 000
10 000 000 - 10000 000 -
5 000 000 - 5000000 -
5999 596 - 599959 -
5 000 000 - 5000000 -
5 000 000 - 5000000 -
233323740 231181418 233323740 231 182 648
81175839 134373 145
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7. Receivables from non-exchange transactions (continued)

Total receivables from non-exchange transactions 1600 000 -

i) The municipality identified the following statutory receivables in terms of GRAP 108 that stems from various legislations:
Value Added Tax (VAT) VAT is derived from the Value-Added Tax Act 89 of 1991
Fines National Environmental Management: Air Quality Act (No. 39 of 2004;
i) Transactions are determined as follows:
VAT VAT is claimed on the payment basis at 15% as per current VAT act
Fines  Fines are determined as per the relevant legislation applicable to the activity
iii) Interest and other charges are not applicable
iv) Impairment testing does not apply as all statutory receivables are paid on a short term basis.
v) All statutory receivables are paid on a shart term basis and no discounted rates are applicable.
vi) The municipality did not incur any impairment losses as impairment is not applied as per iv above.
vii) No impairment losses are disclosed in a separate allowance account as no impairment is applied as per iv above.
viii) No main events lead to the recognition or reversal of impairment loss as no impairment was applied as per iv above.
ix) The municipality assessed the history on VAT refunds as an indicator if VAT needs to be impaired, VAT is always paid after
a few months. The municipality just started issuing fines and did not have any long outstanding fines to review for
impairment.
x) The municipality does not hold any collateral over any statutory receivables.

xi) No analysis was done on statutory receivables past due for impairment as it was not applied as per iv above and those not
impaired was assessed as ix above.

48



0s

€£6 826 681 (LE6 0L ¥ZL) 0.8 6EE ¥LE SOL 186 80Z (ZL¥ #90 OFL) ZLL 90 6VE
68Z 209 | (LZg €0l L) oLl LL2 2 9l¥ $0. (¥69 900 2) oLL LiLe
096 E0) ¥ (€69 60L 1) €69 €186 126 602 € (922 €092) €59€186
909 6EY 9 (€85 ¥/8 1) 68l vIE 8 ZLLYIv 9 (Lez 052 2) £0062. 8
€ZTEG8 € (880 2+ 2) LLE GBS 9 88Z L19¢€ (€20 8.6 2) LLE GBS 9
950 66¥ (€60 G5 1) 6%l ¥56 € ozLoLzez (62O ¥bL L) 6¥7L 56 €
099 901 (02 £2) #98 621 GLZ 180 L (69 62) 606 OLL |
£0. 669 | (LEG LLL) veEZ LIS L 502 609 L (620 202) PEZ LLG L
8GE 606 ¥ (6.5 ¥S92E) L€6€9G .. whElEZ 8y (SOVE€ZZSE) 608 09F £8
220Gy 65 (00C2690L) 22220L 0. 2E9¥0Z29 (9¥L SSOEL) 8.1 6GZGL
8PZ 9Zv 0L  (LL¥ €6€ L) GZL6LBLL  8¥9.¥LLL (G512 1G68) £9€ 669 0Z
9zl G092 (9592€L82) T8LLEE9S  GELBZOGE (LLZLO9LE) 90¥ 622 LL
185 02¢€ L (0zL 6290L) L0.6V6LL 6189669 (502656 LL)  ¥8S 2SS 81
G86 622 8L (268 882G2) LZ88LGEF  6L0L¥S6L (V89298 L2  €OL 6OV Lb
GOLELL L - GOLELL L SOLELL L - GOLELL L
juauueduw Jusuuedu
pajejnunaoe pajeinwnaoe
pue pue
uoljeioaidap uonenjen uoneaidap uolenjep

anjeA Bulfue) pajejnwnooy /1509 anjen Builiey pajeinwnooy /1809

(444

£e0e

lejoL

sjessy pasean

ainjonusesu] 19|
8JnjonJjselu| [esujoa)
ainjoniseyu| 18)emulols
2Injornujselyu] speoy
ainjonuiselu) Alddng Jsjepp
ainjonJjselju| uoyejues
sbuipjing -juswdinbe pue juejd ‘Auadoid iayj0
sbuippng-Aiunwwon
Juswdinb3 Jeindwon

sjessy podsuel |

juswdinb3 s210 pue ainjiuing
juawdinb3 pue Aauiyoepy
pueT

juawdinba pue jued ‘Apedosd ‘gL

puey ui saunbi4

sjuawaje}s |eloueuld jenuuy ay} 0} S9joN

£20Z 9UN[ g Papus Jeak ay) 10} SJUSWSIEIS |eloueul [enuuy

Ajedidiunp jousiq ejebueyy



a5

ainjonyiseljul [eal}oaly
aimponuisequ) Aiddng Jajepn
Ajunwiwon

sbuipjing

juswdinba pue

juejd ‘Apadoud jo anjea Buikiies ayy ul pasiubooas ainjpuadxa aAlEjNWNY

padojanap Jo pajaniisuod Bujaq jo ssaosoud ayy uj Juswdinba pue jueld ‘“fuadoud

S¥S 288 0L 0S€ 8
- 718 OLY
- 9%0 186
zhz €82 ¥8. €6
£EE 66G 9zl 920 9
826 826 681 (L0v £0€ 91)  S¥S Z88 (oov 6.5 1) 00¥ 645 | (rio 21e 1) 292 898 8 LS 861 L6L
¥82 L09 | (L8 206) - - - - - L9L0LS 2
096 €01 ¥ (¥¥0 2€E) £ B 000 02 (£19) 99v zZl8 Z GGl #09 |
909 6EY 9 (LLL 5L8) - - 000 O¥L (199 6) - ¥8€ ¥89 9
€22 €G58 € (€6 6£2) E 5 g - - /Gl 680 ¥
950 66¥ (8€6 882) - - - - s ¥66 /8L 2
099 90} (900 2) - - = (vz1L 21) % 06L G2l
€0.L 669 | (L28 68) - - 000 612 - - 715 0LS |
8GE 606 ¥  (EPS 255 2) £EE 665 - 00% 050 L - 00¥ 22 89/ 686G ¥
L20SLY 65 (906 29E 2) Zle €82 (oov 645 1) - £ 00% 621 Z9. v¥6 29
8rz9zr ol (Lo¥ LI1G L) = - - (€6 £22) 0£6 656G | 612 25901
92l G609 .2 (/60 vEE €) - » = (80 605) 058 26L 2 18L 659 8T
/86 0Z€ L (119 888) = - - (zL962) 91z 9vE L ¥G9 888 9
G686 62281 (¥S6 0L¥ €) - = 000 061 (865 s8¥) & LEG 9/6 L2
SOLELL L - - - - - - SOLELL L
mmm._mo._n_ paniadal 8duejeq
|elol uoljerdaldag ul YIOAA siajsuel | slajsuel | s|esodsig suolppy Buuadp

*funoes se pabpajd sjesse Jo suop

fMunoes se pabpajd

Sjessy pasean]

ainjonyiseyu) 19|

ainjonyjselyu| [eaujos|3
alNjonJ)selju| Jajemutio}s
ainjonyiselju] speoy
ainjonyseuyul Aiddng Jajepn
8JNjonJjselju| uolejues
sjuswdinba pue juejd ‘Auadoid Jayo
Ajunwiwion

juswdinbg sandwon

sjassy podsuel |

juawdinbg oy pue ainjuin
Juawdinbg pue Asuiysepy
pueT

220z - Juawdinba pue jueld ‘Aladosd jo uogelouosey

(panunuoo) Juswdinba pue juejd ‘Apadoig g}

puey u) sainbi4

sjuawaje)g [eldueuld [eNUUY Y} 0} SBJON

€202 dunp Qg pepus Jeak ayj 10} SjuUBWRIE)S [BIouBUI [ENUUY

Ajediouniy 3o13s1q ejebueyN



9z989¢ €1 (LbS LZ6) » (zs2 1L8) 0Zl 051 S08 LLS ¥1
02% 768 G - (osze881) - 0zl 051 0SS €£9 L
90Z vLv L (LvS L26) 062 688 | (262 128) o 65T ¥88 9
aouejeq
lejo uonesipouwy siajsuel) sjesodsig suonippy Bujuadg
SSe L6 LL  (bzz isv L) (0Zv v68 S) 0Z¥ 768 979 89¢ €1
. 2 (ozy v68s) - 0Ty ¥68 G
SGE L6 LL  (Lizisvl) - 02r ¥68S 902 viv L
paniaodal aouejeq
|ejog uonesipowy Slajsuel | sigjsuel] Buiuadp
92989c €l (v962zZe v) 065 169 . SSE L6 LI (S£Z082S) 065 L69 L)L
0Z¥ 768 S - 0Zv ¥68 S - = z
90T iV L (#96 2Z€ ¥) 0/L 26411 GSELL6LL (S€208269) 065 169 21
Juauuedw juauwueduw
pajenwinoaoe pajenwnooe
pue pue
uonesiowe uoljenjep uolnesiJowe uoljenjep
anjen buifliien pejejnwnooy /1809 anjea builiiey pajejnwinooy /150D

(444

£20¢

*Ajunoas se pabpajd ajom sjasse 8|qibuejul ay} jo suop

fMunoes se pabpajy

Juswdojanap Jspun sjasse ajqibueju
Jayjo ‘siremyos seindwon

2Z0Z - s}asse a|qibuejul jo uojeljiauosay

juswidojeaap lapun sjasse ajqibue)u)

18jo ‘siemyos sandwion

€202 - s}esse a|qibuejuj Jo uopeljioucsay
ejoL

juawdojanap Jepun sjasse a|qibueu]
Jayjo ‘siemyos Jayndwon

sjasse g|qibueju] L

puey u| sainbi4

Sjuawaje)s |eldueuly [enuUy dy} 0} SOJON

€202 aunr pg papus Jead ay) 10} sjuswiale)s |eioueul [enuuy

Ajediounpy 3o13s1q ejebueyN



Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Notes to the Annual Financial Statements

Figures in Rand 2023 2022

14. Consumer deposits

Rental of facilities 14 030 14 030

Deposits relates to rental of NDM facilities.

15. Payables from exchange transactions

Trade payables 42 577 834 22 318 694

Advanced Payments 66 492 8 141

Retentions 28 740 290 13 446 445

Accrued leave pay 9 395 257 11 262 059

Performance Bonus 2383 240 3134 346

83163 113 50 169 685

16. Finance lease obligation

Minimum lease payments due

- within one year 787 319 1049 759

- in second to fifth year inclusive - 787 319
787 319 1837078

less: future finance charges (31 827) (158 155)

Present value of minimum lease payments 755492 1678 923

Non-current liabilities - 755 494

Current liabilities 755 492 923 429
755 492 1678 923

It is municipality policy to lease office equipment under finance leases.

The average lease term was 30-36 months and the average effective borrowing rate was 10% (2022: 10%).
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Figures in Rand

2023

2022

17. Defined benefit obligations (continued)

Key assumptions used

The following key assumptions were used to calculate the unfunded accrued liability and the expense figures for the current

financial year:

Discount rates used
Health care cost inflation rate

Net-of-health care cost inflation discount rate

Maximum subsidy inflation rate

Net of maximum subsidy inflation discount rate

Sensitivity Analysis

The liability at the valuation Date was recalculated to show the effect of :

12.57 %
8.17 %
4.07 %
5.75 %
6.45 %

(i) A one percentage point increase and decrease in the assumed rate of health care cost inflation;

(i) A one percentage point increase and decrease in the discount rate;

(iii) A one-year age increase and decrease in the assumed rates of post-employment mortality;

(iv) A one-year decrease in the assumed average retirement age; and

11.85 %
8.46 %
3.13 %
5.87 %
5.55 %

(v) A decrease of ten percentage points in the assumed proportion of in-service members that remain members at retirement.

The table below summarises the results of the sensitivity on the accrued liability:

Assumption Change [Eligible Employee|Continuation Membe| Total % Chang;
Central assumptions - 12.235 5.724 17.959 -
Health care inflation rate |+1% 13.169 6.010 19.179 |7%

- |-1% 10.930 5.385 16.315 |-9%
Discount rate +1% 10.307 5.289 15.596 |-13%

- |-1% 14.686 6.230 20.916 [16%
Post-employment +1 yr 11.992 5.561 17.553 |-2%
mortality

- |-1 yr 12.469 5.885 18.354 |12%
Average retirement age  |-1 yr 13.634 5.724 19.358 |8%
Membership continuation |-10% 10.736 5.724 16.460 |-8%

June 30, 2023

The table below summarises the results of the sensitivity analysis on the current service and interest costs for the year ending

Assumption Change Current Service |Interest Cost Total % Change
cost

Central - 1 496 000.00 2236 000.00 3 732 000.00 -
assumptions
Health care +1% 1 609 000.00 2 387 000.00 3 996 000.00 |7%
inflation rate

- |-1% 1318 000.00 | 2027 000.00 3 345 000.00 |-10%
Discount rate  |+1% 1 224 000.00 2 087 000.00 3 311 000.00 |-11%

- |-1% 1 848 000.00 | 2408 000.00 4 256 000.00 |14%
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18. Long service awards

Non-current liabilities 5871 000 6 088 000
Current liabilities 1034 000 845 000
6 905 000 6 933 000
Long service awards
Opening balance 6 933 000 6 176 000
Current service costs 1045 000 1 007 000
Interest cost 736 000 573 000
Actuarial(gain)/loss (964 000) (187 000)
Expected employer benefit payment (845 000) (636 000)
6 905 000 6 933 000

Key financial assumptions

The following key financial assumption were used to calculate the unfunded accrued liability and the expense figures for the
current year:

Assumption

Discount rate 11.60% 11.29%
Salary inflation rate 6.81% 7.46%
Net effective discount rate 4.49% 3.57%

Sensitivity Analysis
The liability at the valuation date was recalculated to show the effect of:

An indication of the uncertainties about the amount or timing of those outflows. Where necessary to provide adequate
information, an entity shall disclose the major assumptions made concerning future events, as addressed in paragraph .61.

(i) a one percentage point increase and decrease in the assumed general earnings inflation rate;

(i) a one percentage point increase and decrease in the discount rate;

(iii) a two-year increase and decrease in the assumed average retirement age of eligible employees; and
(iv) a two-fold increase and a 50% decrease in the assumed rates of withdrawal from service.

The table below summarises the results of the sensitivity on the accrued liability:

Assumption Change Liability % Change
Central assumptions - 6 905 000.00 -
General earnings +1% 7 351 000.00 (6%
inflation rate

- |-1% 6 500 000.00 [-6%
Discount rate +1% 6 494 000.00 |-6%

- |-1% 7 365 000.00 |7%
Average retirement age  |[+2 yrs 7 365 000.00 |7%

= |-2 yrs 6 352 000.00 |-8%
Withdrawal rates x2 5361 000.00 |-22%

- |x0.5 7 971 000.00 |15%
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21. Operational Revenue

Request for access of information 1370 283

Staff Recoveries 58 005 -

Insurance Refund 583 260 70185

Commision 35 831 31402

Electricity usage recoveries 67 821 E

Inspection fees 31249 46 099

Skills development 419 995 312 797

Legal Fees Recovered 261707 9214

Merchandising, Jobbing and Contracts 38 996 32 250

1498 234 502 230

22. Interest Revenue

Interest revenue

Short term Investments and Call Accounts 24 045 585 19 329 837

Bank accounts 975 202 255716
25020 787 19 585 553

23. Licences and permits (non-exchange)

Health Certificates 1093 519 1108 190
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25. Fines, Penalties and Forfeits
Law Enforcement Fines 2773042 89 950
Retentions Forfeits 1900 40 102
2774942 130 052
26. Total Revenue
Rental of facilities and equipment 50 700 48 513
Agency services 8 492 681 -
Operational revenue 1498 234 502 230
Interest revenue 25020 787 19 585 553
Government grants & subsidies 685 096 006 410 209 712
Fines, Penalties and Forfeits 2774942 130 052
Licences and permits (Non-exchange) 1093 519 1108 190
724 026 869 431 584 250
The amount included in revenue arising from exchanges of goods or
services are as follows:
Rental of facilities and equipment 50 700 48 513
Agency services 8 492 681 -
Operational revenue 1498 234 502 230
Interest revenue 25 020 787 19 585 553
35062 402 20 136 296
The amount included in revenue arising from non-exchange transactions
is as follows:
Taxation revenue
Licences or permits 1093 519 1108 190
Transfer revenue
Government grants & subsidies 685 096 006 410 209 712
Fines, Penalties and Forfeits 2 774 942 130 052
688 964 467 411 447 954

64



Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Notes to the Annual Financial Statements

Figures in Rand 2023 2022
27. Employee related costs (continued)
Leave Pay 25 198 59 581
Acting Allowance 1014 -
692 064 1305 419
Remuneration of Manager: Corporate Services (Dec - Current)
Annual Remuneration 614 864 1145 503
Car Allowance 70 000 96 000
Performance Bonuses - 62 063
Contributions to UIF, Medical and Pension Funds 70 562 2 249
Acting Allowance 21517 8 780
Cellphone Allowance 18 929 29 392
Leave Pay 35 277 139 022
831 149 1483 009
Remuneration of Manager: Technical Services (Mar-Current)
Annual Remuneration 279 242 -
Car Allowance 36 000 -
Contributions to UIF, Medical and Pension Funds 20 309 -
Cellphone Allowance 10 278 -
Leave Pay 17 135 -
362 964 -
Remuneration of Manager: Technical Services (Jul-Aug)
Annual Remuneration 159 694 840 025
Car Allowance 20 000 120 000
Performance Bonuses - 52 754
Contributions to UIF, Medical and Pension Funds 16 311 95 054
Cellphone Allowance 5139 29 394
Leave Pay 88 627 50 644
Acting Allowance - 6177
289771 1194 048
Remuneration of Manager: Social Services (Mar-Current)
Annual Remuneration 236 933 592 849
Car Allowance 89 600 125 543
Performance Bonuses - 62 063
Contributions to UIF, Medical and Pension Funds 49 679 129 334
Cellphone Allowance 10 278 20 066
Leave Pay 17 135 109 232
403 625 1039 087
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29. Depreciation and amortisation
Property, plant and equipment 15 987 104 16 303 407
Intangible assets 1457 272 927 546
17 444 376 17 230 953
30. Transfer and subsidies
Operational
Community and Social Services 5526 245 4 083 564
Finance and Admin 563 091 2 012 646
Planning and Development 23 868 719 22 154 083
Road Transport 2332 000 2 228 000
Health 181 081 111 270
Waste water management 94 146 726 14 474 712
Water Management 196 492 280 9279 395
323 110 142 54 343 670
Capital
Public Safety - 4 767 212
Disaster 2731613 -
Planning and Development 18 777 935 22 966 271
Road Transport 83 027 616 5480 494
Waste Water Management 23 780 631 5294 821
Water 5640713 10 456 491
Finance and Admin & 213 414
133 958 508 49 178 703
457 068 650 103 522 373
Transfers and Subsidies paid classified by region
General 28 435 230 23 451 811
Dr JS Moroka 61008 471 9537782
Emakhazeni 1088 123 26 885 040
Emalahleni 20 806 085 12 039 912
Steve Tshwete 26 066 587 551 567
Thembisile Hani 194 454 296 16 281 545
Victor Khanye 125 209 855 14774 711
457 068 647 103 522 368
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31. Finance Costs
Finance leases 126 331 194 323
32. Inventory Consumed
Inventory Consumed 2815439 3 766 004
Materials and supplies all directly expensed and no stores in place.
33. Contracted services
Qutsourced Services
Administrative and Support Staff 148 230 -
Business and Advisory 2351918 3166 493
Cleaning Services 2580 120 2 556 390
Personnel and Labour 144 000 98 378
Translators, Scribes and Editors 20 760 14 000
Consultants and Professional Services
Business and Advisory 21 244 419 9623 627
Infrastructure and Planning 214 632 1 000
Laboratory Services 1791759 1749 979
Legal Cost 5473890 5303 899
Contractors
Artists and Performers 43 820 7 000
Audio-visual Services - 124 374
Catering Services 3528 701 1 968 849
Employee Wellness 731 535 520 500
Fire Protection 82 418 100 659
Gardening Services 1827 731 1987 069
Maintenance of Buildings and Facilities 5096 313 5731764
Maintenance of Equipment 2093934 1361646
Maintenance of Unspecified Assets 9 482 349 8 629 620
Pest Control and Fumigation 78 689 78 787
Plants, Flowers and Other Decorations 303 790 13 960
Transportation 1146 782 323 875
Safeguard and Security 7 303 371 5411292
Stage and Sound Crew 1059 985 795 570
66 749 146 49 568 731
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37. Contingencies

Contigent liabilities

TC Makola 1 950 000 1 860 000
MSB Seretse - 1553 500
Diamond Ntuli 90 000 90 000
Magiya Women Development 2 187 705 2187 705
TC Makola 1834 739 1834739

6 062 444 7625944

(i) TC Makola is claiming to be paid an amount of R 1 560 000 and three (3) months remuneration calculated at his rate of
remuneration at the time of dismissal, R130 000.00 (3) months' compensation, R390 000.00 due to the loss of office suffered
whilst he was still a municipal manager of NDM

(i) MSB Seretse has institued a civil claim against NDM and another for an amount of R 1 253 500 for compensation, medical
expenses and loss of income, plusR 300 000 legal costs. The case has since been finalised after the plaintiff withdrew his
action against the municipality having reach a settlement agreement with the other party.

(iii) Mr Diamond Ntuli is suing NDM an amount of R 45 000 for loss of Councillors allowances from September 2014 to the date
of reinstatement. Legal costs are estimated at R 45 000,

(iv) Messrs Magiya Women Development is suing NDM an amount of R 1 887 705 for termination of contract done in
December 2015 in accordance with the GCC and legal costs of R300 000

(v) The Plaintiff, Mr. Makola has issued a summons against NDM & 7 Others claming for payment of damages for loss of
income due to the unfair dismissal, legal costs for his unfair suspension case which was due to a misrepresentation of a sick
note on his disciplinary on his disciplinary hearing. The financial exposure is R 1 609 739 which is made up as follows, R 1 534
739 (12 months salary) R 25 000 (mental anguish) R 50 000 (fraud allegations). Costs in the event NDM losses the matter are
estimated at R 300 000. Total exposure is R 1 834 739.
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39. Commitments
Authorised capital expenditure

Already contracted for but not provided for
. Property, plant and equipment 3175273 5 667 455

Total capital commitments
Already contracted for but not provided for 3175273 5667 455

Authorised operational expenditure

Already contracted for but not provided for

. Victor Khanye 144 135 320 44 149 722
° Dr JS Moroka 35 801 8 599 368
. Emalahleni - 824 261
. Steve Tshwete - 3486134
. Emakhazeni 41043 41 043
B Thembisile Hani 1117 248 369 8 088 337
. Nkangala 4 661 021 5824 953

1266 121 554 71013 818

Total operational commitments
Already contracted for but not provided for 1266 121 554 71013 818

Total commitments

Total commitments

Authorised capital expenditure 3175 273 5 667 455
Authorised operational expenditure 1266 121 554 71013818
1269 296 827 76 681 273

The district municipality entered into contracts with service providers to construct projects which will subsequently be
transferred to local municipalities on completions.

Operating leases - as lessee (expense)

Minimum lease payments due

- within one year 1 935 595 2 840 000
- in second to fifth year inclusive 466 667 1986 667
2402 262 4 826 667

Operating lease expense refers to the Performance Management System, Risk Management System, Electronic Document
Management System, Papercut Software and E-Signature that the municipality is renting
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41. Risk management (continued)
Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party.

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors.
Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The utilisation of
credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee
insurance is purchased when deemed appropriate.

Financial assets and liabilities exposed to credit risk at year end were as follows:

Financial instrument 2023 2022
Trade and other receivables from exchange transactions 505 846 223 602
Construction contracts and receivables 16 429 846 6 080 077
Investments 72 188 712 67 748 712
Cash and cash equivalents 233 333 938 231 192 849
Trade payables (42 577 834) (22 318 694)
Advanced Payments (66 492) (8 141)
Retentions (28 740 290) (13 446 445)
Market risk

Interest rate risk

Nkangala District Municipality has a long term investment in the form of a promissory note.The municipality 's interest rate risk
aries from long-term borrowings which are issued at variable rates thereby exposing the municipality to cash flow interest rate
risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate risk.

42. Going concern

The annual 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.

43. Nkangala Economic Development Agency (NEDA)

During 2020/21 financial year the District Municipality council took a resolution to establish the Nkangala Economic
Development Agency (NEDA). The NEDA board of directors was appointed in August 2023. The establishment is still in
process as the municipality is busy with the recruitment of adminstrative staff. The NEDA will have future financial reporting
implications on the Nkangala District Municipality when the NEDA becomes operational.

44. Nkangala District Municipality Fire Academy
The Nkangala District Municipality council took a resolution to establish a fire fighting training academy. The project is still in

early developmental stages. The Fire Academy when completed and operational will have financial reporting implication on the
Nkangala District Municipality.
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47. Additional disclosure in terms of Municipal Finance Management Act

Contributions to organised local government

Current year subscription / fee 2229 400 1981 742

Amount paid - current year (2 229 400) (1981 742)
Audit fees

Opening balance - 140 355

Current year subscription / fee 6 304 624 4432 011

Amount paid - current year (6 304 624) (4 572 366)
PAYE and UIF

Current year subscription / fee 35 379 705 35 466 447
Amount paid - current year (35 379 705) (35 466 447)
Pension and Medical Aid Deductions

Current year subscription / fee 28 275 962 27 286 979

Amount paid - current year

(28 275 962)

(27 286 979)
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Annual Financial Statements for the year ended 30 June 2023

Notes to the Annual Financial Statements
Figures in Rand 2023 2022

49. Debt impairment

Debt impairment - 25731

50. Events after reporting period

50.1 Subsequent to the end of the 2023 finacial year (30 June 2023) the Nkangala District Municipaly appointed a new
speaker Clir SR Maja on the 5th of July 2023, whom subsequently has resigned . On the 23 of August 2023 Clir KJ
Boshomane became the newly elected Speaker while Clir C Nkalitshana was elected as the Chief Whip.

50.2 The NEDA board of directors was appointed during August 2023,
50.3 A court case between the municipality and Federale Stene was concluded on the 5th of July 2023. This case was

regrading an emmissions fine of R 1 200 000.00. The amount payble by Federale Stene of R 1 200 000.00 has since
been included in the fines revenue of the reporting period and a corresponding debtor raised.
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Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Notes to the Annual Financial Statements
Figures in Rand 2023 2022

52. Change in estimate
Property, plant and equipment

The useful lives of all asset classes were adjusted during the 2022/2023 to more accurately reflect the period of economic
benefits or service potential derived from these assets. Refer to note 10. The effect of changing the remaining useful life of
assets for the Municipality during 2022/2023 has decreased the depreciation charge for the current year by R 388 957,92. It is
impractible to estimate the effect of the changes on future periods.
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Nkangala District Municipality

Annual Financial Statements for the year ended 30 June 2023

Appendix A
Acting Allowance 21517 8780
Cellphone Allowance 18 929 29 392
Leave Pay 35277 139022

831149 1483009

Remuneration of Manager: Technical Services (Mar-Current)

Annual Remuneration 279 242
Car Allowance 36 000
Contributions to UIF, Medical and Pension Funds 20309
Cellphone Allowance 10278
Leave Pay 17 135
362964 0

Remuneration of Manager: Technical Services (Jul-Aug)

Annual Remuneration 159694 840025
Car Allowance 20000 120000
Performance Bonuses 52754
Contributions to UIF, Medical and Pension Funds 16 311 95054
Cellphone Allowance 5139 29394
Leave Pay 88627 50644
Acting Allowance 6177
2897711194048 289771 1194048

Remuneration of Manager: Social Services (Mar-Current)

Annual Remuneration 236933 592849
Car Allowance 89600 125543
Performance Bonuses 0 62063
Contributions to UIF, Medical and Pension Funds 49679 129334
Cellphcne Allowance 10278 20066
Leave Pay 17135 109232

403625 1039087

Remuneration of Councillors 2023 2022

Remuneration of the Executive Mayor (Jul-Jun)

Annual Remuneration 828132 803084
Car Allowance 163074 152031
Cellphone Allowance 42 600 38 307
Contribution to UIF,Medical and Pension Funds 108 706 67 871

1142512 1061293

Remuneration of the Executive Mayor (Jun-Current)

Annual Remuneration 6740
Car Allowance 2247
8987 0
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