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CHAPTER 1: EXECUTIVE MAYOR’S FOREWORD AND EXECUTIVE SUMMARY

1.1 Executive Mayor’s Foreword

Circular No. 63 of the Local Government Municipal Finance Management Act, Act 56 of 2003 requires that eve-
ry municipality and Municipal Entity must prepare an Annual Performance Report which must form part of the
Annual Report for each Financial Year in accordance . with section 46 of the Local Government Municipal Sys-
tems Act, Act 32 of 2000 (MSA) and section 121 of the Local Government Municipal Finance Management Act,
Act 56 of 2003 with an aim to:

e Provide a record of the activities of the municipality or entity during the Financial Year to which the re-
port relates;

® Provide a report on performance in service delivery and budget implementation for the Financial Year;

* Promote accountability to the local community for decisions made throughout the year by the municipal-
ity or municipal entity; and

® Reduce the additional reporting requirements that will otherwise arise from Government Departments
monitoring agencies and financial institutions.

It is with the above understanding that | wish to take this opportunity and present to all our valuable stake-
holders the 2021/22 Annual Report which satisfies all the structural requirements and format of such a report.
I would also like to appreciate the level of commitment and support we have received from both the Executive
and the Legislative Arms of Council and corporation of yourself our valuable stakeholders during this period.
The collaboration, selflessness and passion for our work will remain at the centre of our hearts, even beyond
the period under review.

It gives me pleasure to reflect on the municipality’s performance during the 2021/22 Financial Year in which,
according to the Auditor General’s Assessment, the district obtained a Clean Audit. This is indeed pleasing to
the heart as | further note that it could not have been possible without the sterling support received from var-
ious units and oversight structures particularly the MPAC and other Section 79 oversight structures. | therefore
see it necessary to equally commend the support and guidance we have been receiving from all section 79
committees through their oversight work, the office of the Municipal Public Accounts Committee (MPAC), the
Internal Audit Committee, Risk Management Committee and from our Individual Performance Review and
Recognition Committee and other advisory committees attached to the institution.
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Our Public Participation Programme and cooperative governance as contained in Chapter 4 Local Government
Municipal Systems Act, Act 32 of 2000 read alongside chapter 3 of the Constitution of the Republic of South
Africa would have not been realized if we did not live up to the stipulations of the Intergovernmental Relations
Framework Act, Act 13 of 2003. It is through this engagement and consultation programmes and plans that
assisted Ehlanzeni District Municipality to map out a clear District Wide Integrated Development Plan {IDP)
which is further supported by a Service Delivery and Budget Implementation Plan (SDBIP) at an operational
level. The support received from all sector departments and institutions like GIZ during the planning stages of
our operations lacks space for enough illustration. This being the fact that such a plan was characterised by a
number of developmental considerations which include among others, the District Development Model, the
slowly weakening Covid-19 pandemic and very rife incidences of Gender Based Violence and Femicide which in
my view could have been prevented only if we were a tolerant society. It nevertheless pleases me to indicate
that the District Municipality remained alive to its course throughout all these challenges. We have nonethe-
less institutionalised Social Services Department to set aside adequate budget which assisted to convene
awareness and engagements sessions. The district went to the media platforms to spread the messages of
support to the victims and families of the victims of this scourge of GBVF. The district has also developed a
draft GBVF strategy that projects six pillars for consideration, multisectoral stakeholders’ approach and com-
mon issues that are to be addressed and resolved if we are aspiring to become a GBVF free society. We have
nonetheless continued to monitor all the DDM catalytic projects and programmes and we remain hopeful that
Ehlanzeni District will become the best tourism destination in the country. At the centre of all our operations
was the need to deliver services to our communities as contained in section 152 of the constitution of the Re-
public of South Africa. We have done so without favour or prejudice to any person and or household.

In the main, our future plans as Ehlanzeni District Municipality is the continued effort to provide support to
our local municipalities in the delivery of quality services to our communities. This we will achieve through a
structured engagement with each municipality with a focus on service delivery issues. A strengthened collabo-
ration in the form of infrastructure development, maintenance programmes, job creation and the Small, Me-
dium and Micro Enterprise (SMME) development to maintain but a few of such initiatives. The call to strength-
en even further our collaboration with GIZ has never been at its strongest demand than now as we move to-
ward the implementation of the District Development Model. As such the call for carefully re-aligning our work
operations becomes necessary.

The district has yielded to the call to implement its economic reconstruction and recovery plan, tourism recov-
ery plan, water master plan, and the District Investment Plan, as strategies to resuscitate our ailing economy
which was previously dented by the novel Corona Virus. It is in the light of the above that the District Devel-
opment Model has opened the doors to collaborate the Civic Organizations, Private Sector, Government Or-
ganizations, NGO’s and other Stakeholders in ensuring an informed district one plan. During this financial year,
we witnessed significant improvement of crucial projects such as Karino Bridge Interchange, Mpumalanga In-
ternational Fresh Produce Market to mention a few as a catalytic project to aid our economy.

It is with the above preamble that | formally submit to you the 2021/22 Annual Report for Ehlanzeni District
Municipality compiled in fulfilment of Circular 63 of the MFMA.

| Thank You.

J SIDELL
EXECUTIVE MAYOR
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1.2 Municipal Manager’s Foreword

It gives me pleasure to be afforded an opportunity to reflect back on the performance and achievements of
the district in 2021/22 Financial Year. In doing so, one also wishes to thank the participation of all our critical
stakeholders in most of our Intergovernmental structures like IDP Representative Forums, Municipal Managers
Forum and the District Corona Virus Command Centre. It was indeed trying times world given the demise of
our colleagues, friends, families and relatives due to the spread of the pandemic Novel Covid-19 strains. It is
comforting to date that serious strides have been taken by the Medical and Research disciplines in finding the
vaccine to prevent the spread. Although the spread of the pandemic has dramatically subsided downwards,
we are continuing to appeal to all communities to get themselves vaccinated and wear masks whenever they
have caught cold and flu symptoms.

It is also befitting that we take this opportunity to appreciate all the efforts shown and commitment for all the
role players in the fight against this Pandemic. The appreciation of the contribution towards the management
and monitoring of the pandemic is extended to all provincial and national departments led by their respective
delegates, Local Municipalities led by Municipal Managers and representatives, State Owned Enterprises led
by their Chief Executive Officers and Representatives, the Local House of Traditional Leaders led by their
representatives, Community society led by their representatives and the Private Sector and Associations led by
their representatives. Without a collective effort, the pandemic would have prevailed over our society in our
district.

As a District Municipality we have continued to render support to Local Municipalities like Thaba Chweu and
Nkomazi with the refurbishment of the Waste Water Treatment Plants, the expansion of the Water Treatment
Works (Sibange and Driekoppies) and we are happy to report that in Sibange most of the top infrastructure
has been completed and water pipelines are being instailed to reservoirs and soon the communities will be
getting water supply from the schemes.

It is also crucial to also indicate the significant progress made in relation to the District Development Plan
(DDM). All structures were fully functional and the District One Plan approved by Council (A37/2021) on the
27" May 2021 is now being implemented. At the present moment, there is significant progress on the key
catalytic projects especially the Mpumalanga International Fresh Produce Market which is currently sitting at
about 90% completion rate, Karino Bridge interchange at 100% completion, Sibange bulk water scheme at
98%, Driekoppies bulk water scheme at 86% to mention a few.

There are concerns also to the implementation of the Nkomazi SEZ and at some stage communities were
protesting due to lack of knowledge about the opportunities presented by the approval of this project. Whilst
strides have been made towards the right direction in that the interim board is in place and some work has
already been proposed for implementation. We are continuing to appeal with the MEGA, the implementing
agent to expedite all delaying processes which are likely to chase potential investments away. It must however
be mentioned that then District One Plan ios progressing towards the right direction, an investment unit has
been established in the district following the repositioning exercise by GIZ. To date private investments have
been attracted by the municipality land that include Pallets Blitz and sponsors supporting the Makhonjwa
Mountain 4 in 1 Marathon to mention a few.

| therefore take this opportunity to present the draft Annual Report for 2021/22 for your inputs and
comments.

Dr NP MAHLALELA
MUNICIPAL MANAGER
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13 MUNICIPAL OVERVIEW

Ehlanzeni District Municipality is one of the three district municipalities which forms part of the Mpumalanga
Province. The district is bordered by Mozambique and Swaziland in the southern side, Gert Sibande District in
the south, Mopani and Sekhukhune Districts of Limpopo in the north and Nkangala District Municipality in the
south west. It comprises of four local municipalities namely, City of Mbombela, Bushbuckridge Local Munici-
pality, Nkomazi Local Municipality and Thaba Chweu Local Municipality.

Figure 1: Locality of the District and the Local Municipalities

EHLANZENI DISTRICT LOCALITY MAP e D ey
o - __,_J"\r_ (f pr—
£ !L\\ .
i
! \
‘\‘ tegend
by || Economic Nodes
! ®City & Large Regional Centre
e T Regipnal Service Centre
Yol Pl R e
Jn' ( Smalt Service Town
* Small Town

—— A
| i Bushbuckridge \_I ® Urban Rural Anchor

S eer [ oue MelnRoads
Nationa!
~—Main
Seittements
Kruger_NationatPark
Local Municipality
DBushbuckridge
EICity of Mbombeia
CINkemazt
OThaba Chweu
EINelghbouring_Courtries

A

Ehlanzen] District Boundary

> - ek
Mo e [ e e I 5

MOZAMBIQUE

KB, Ahough dus care has been tlen 1o
procucs hik rap. the mop should be used
s a puide for it s not exhausthes .

Duta Sowrces:
oo Rurat daveiopsam, Surveys and Moppien.
SWAZILAND g k- demarcation koard and EDM SOF

The District features three border gates to both Swaziland and Mozambique (Matsamo, Lebombo and
Mananga border gates} and therefore movement of people from neighbouring countries to the District, and
from Gauteng to either Swaziland or Mozambique, creates a catalyst for the economic life of the area. The of-
fices of the District Municipality are situated in Mbombela, the home of the Mpumalanga Provincial Govern-
ment and the most concentrated economic hub within the Province.

The District has a total population of 1917 082 (STATS SA Annual Estimates, 2019), which is made up as fol-
fows:
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Table 1: Population distribution in the Local Municipalities

PERCENTAGE PERCENTAGE STATSSA  PERCENTAGE

CENSUS OF DISTRICT COMMUNITY OF DISTRICT ANNUAL OF DISTRICT

RO LA LIS S 2011 POPULATION SURVEY 2016 POPULATION ESTIMATES POPULATON

FIGURE FIGURE 2019 FIGURE

Thaba Chweu 98 388 5.82% 101 895 5.80% 111699 5.82%
City of Mbombela 655 953 38.84% 693369 39.50% 744699 38.84%
Nkomazi 393 030 23.20% 410907 23.41% 446206 23.27%
Bushbuckridge 541248 32.05% 548760 31.26% 614478 32.05%
Ehlanzeni 1688 616 100% 1754931 100% 1917082 100%

Ehlanzeni District Municipality is predominantly (70%) rural, and that poses a serious challenge in the delivery
of services. The strip traversing the three adjacent Local Municipalities to the Kruger National Park (Figure 1)
constitutes the former homeland area (Former Bantustan). The majority of the population of Ehlanzeni is con-
centrated in that region and it is critical that efforts to uplift economic livelihoods of the people be focused on
in that space. Whilst the District and the Local Municipalities are working tirelessly to improve the socio-
economic livelihoods through various initiatives such as constructing and improving the Rural Central Business
District of towns in the deep rural areas, it would take years to ensure that the dream is realized. Municipali-
ties were required to ensure that 75% and more of their funds were channelled to execute water and sanita-
tion projects.

The demography of the district shows that the majority (60%) of the district population is youth aged between
14 to 35 years. The statistics on HIV and TB-related deaths shows a steady increase, however government is
making a serious effort to treat the pandemic.

Figure 2: Population distribution in the Local Municipalities
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Source: Statistics SA Community Survey 2016
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Through the cooperative governance model, the District Municipality has developed a district wide planning
framework which guides the Local Municipalities in the development of the integrated development plan, re-
garded as the principal strategic document for all municipalities. The process plans of the various Municipali-
ties are aligned to the district wide framework and so are the other planning processes. These two levels of
local government (Local and District) communicate continuously and ensure alignment of plans and implemen-
tation so that there are no disputes in the execution of their legislative powers and mandates. The powers and
functions are closely related and must be executed in a manner which seeks to promote and improve harmony
and effective service delivery. It will be biased to areas with no adequate access to the basic services as stipu-
lated in one of the principles of the National Spatial Development Perspective Strategy.

In enhancing the relations and models of cooperative governance, the District Municipality has established
various structures which are critical for its functionality in the province. Amongst these structures, there is a
District Council established in terms of section 18 of the Local Government: Municipal Structures Act (Act 117
of 1998) which outlines the need for the establishment of a council to run the Municipality, the composition of
that Council, membership, and operation and dissolution. The District Council includes Councillors as members
who represents the various Local Municipalities so that issues from local communities may be discussed at the
district level platforms.

Section (19) (2) of the Municipal Structures Act, requires a Municipal Council to annually review the needs of
the community, its priorities to meet those needs, its processes for involving the communities, its organiza-
tional and delivery mechanisms for meeting the needs of the community and its overall performance in achiev-
ing the local government’s objectives as set out in Section152 of the Constitution of the RSA. During the finan-
cial year under review, Ehlanzeni District Municipality continued to strengthen the culture of community par-
ticipation through the 139 wards of the district, as further referred to in Chapter 2 of this Annual Report.

These are some of the high impact projects and programmes implemented in the financial year 2021/2022
aimed at supporting a better life for all communities of Ehlanzeni. It be noted that in some instances there
has been a continuation of projects/programmes from previous financial years:

Maintenance of Water and Sanitation infrastructure

Data Cleansing,

Electrification (High Mast Lights)

Continued GRAP support to local municipalities,

Strengthening the operation of IGR forums

LED Support and Mentorship Programme

Visible Mayoral Programmes aimed at community consultation

0 0 0 0 0 0 O

14 ECONOMIC GROWTH

Average annual economic growth rate for Ehlanzeni at 3.1% over the period 1996 to 2017 and 2.2% since
2011 — forecasted average annual GDP growth for Ehlanzeni for 2017-2022 more or less 2% per annum.

More than 60% of the economy community services, trade (including tourism) and finance. Other important
industries include agriculture (including forestry) and manufacturing (companies such as Sappi and RCL Foods).
Second largest economy of the 3 districts with a contribution to the Mpumalanga economy of more or less
35% - increasing trend. The size of the economy in 2017 was estimated at R120 billion in current prices. Com-
parative advantage in economic industries/sectors such as agriculture and forestry, tourism, manufacturing of
wood products. Tourism expenditure in the area as a % of the District GDP almost 14%, which is high in a pro-
vincial and national context — tourism spending R16 billion p/a in Ehlanzeni. Very important tourism destina-
tion.
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1.5 UNEMPLOYMENT STATUS

The unemployment rate in the District is 32%, with the Local Municipality with the highest unemployment rate
being Bushbuckridge with 49%. The SERO report indicates that unemployment has slightly increased in the
former Nkomazi Local Municipality, whilst there is a decline in the Thaba Chweu Municipality and no other
change in the other two.

Table 2: Unemployment rate in Ehlanzeni and the Local Municipalities from 2013 to 2017

Region Unemployment Rate 2013 | Unemployment Rate 2017 |
Thaba Chweu 20.50% 19.90% _
| Nkomazi | 31.10% 32.40%
| Bushbuckridge 49.10% 49.00%
| City of Mbombela 24.80% | 24.80%

Source: Statistics SA Census (1996, 2001 and 2011)

The LED Department in the district and the four local municipalities must be strengthened through creation of
projects that will benefit the communities in their localities. The Department of Agriculture, Rural Develop-
ment and Land Administration and the Department of Mineral Resources must also be brought on board to
assist in the revival of the two mining towns, namely Barberton and Graskop.

Although significant strides have been taken by the District to curb unemployment through the EPWP Pro-
gramme and other job creation initiatives, unemployment is still rife and more commitment is required from
all economic sectors to address the imbalance. The Municipalities in the District need to improve in the spend-
ing of the Municipal Infrastructure Grants as some of the communities are without adequate access to basic
services.

The Local Government Turn Around Strategy (LGTAS) which was introduced by the former Minister of COGTA
led to the introduction of the Municipal Infrastructure Support Agency (MISA} to municipalities which have
challenges in the delivery of basic services, like Bushbuckridge Local Municipality. The initiative has not yielded
the expected results but there is room for improvement as the population keeps growing in the district.

The District Municipality and its Local Municipalities are still on course in their endeavour to fight against

HIV/Aids, TB and other dreaded diseases. The inclusion of people with special needs in Municipalities’ pro-
grammes and their appointments in positions remains a challenge.
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CHAPTER 2 GOVERNANCE

COMPONENT A: GOVERNANCE STRUCTURES
POLITICAL GOVERNANCE STRUCTURE

The District Municipality has a sound political governance structure that support the Executive Mayor and the
Speaker. All Committees established in terms of Section 79 and 80 of the Local Government: Municipal
Structures Act, 1998 have been effectively functional.

The Political Governance Structure was as follows in the FY 2021/2022

NAME AND SURNAME FULL TIME COUNCILLORS =
JSidell Executive Mayor ]
l RE Khumalo Speaker
1S Siwela Chief Whip o
' PT Selowe MMC for LED, Tourism and Rural Development
M Nkuna MMC for Technical Services a
RM Shongwe MMC f:::r I\/ﬁcipal Health and Environmental Management
MJ Mavus:) MMC for Corporate Services
| M Chembeni-Sahi MMC for Finance |
Selina Mashigo-Sekgobela MMC for Social Services
LC Shakwane MMC for Disaster Management

e  COUNCIL MEETINGS

The district Council held 3 Ordinary Council meetings and 10 Special Council meetings, the Council reports
were debated and concluded. The details of the meetings of Council held from 1 July 2021 to 31 June 2022 is
as follows:

Meeting Date ' Venue
Special Council meeting 28 july 2021 Council Chamber {Virtual meeting)
Special Council meeting 26 August 2021 | council chamber (Virtual meeting)
(m:linary Council_meang 23 September 2021 | Council Chamber (Virtual meeting)
gpecial Council meeting 21 October 2021 Council Chamber (Virtual Meeting)
Inaugural meeting 25 November 2021 Council Chamber o
Special Council meeting | 1December 2021 Council Chamber
Qcial Council meeting 31 January 2022 Council Chamber
SpecECouncil meeting |28 February 2022 Council Chamber
brdinary Council meeting 30 March 2022 Council Chamber
Special Council meeting 30 March 2022 Council Chamber
Special Council meeting 29 April 2022 Council Chamber
‘S—peciaTCourﬁ meeting 30 May 2022 R | Council Chamber
' Special Council meeting | 15June 2022 Council Chamber )
|. Ordinary Council meeting 29 June 2022 Council Chamber
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The following committees are regarded as standing committees of the Speaker:

1.

ETHICS COMMITTEE

» Speaker: Cllr RE Khumalo (ANC)

e ClIr. GS Siwela (ANC)

e Clir. PP Chima (ANC)

e Clir. H Malomane (ANC)

o ClIr. JH Lighthelm (DA)

e Clir. R Qhibi (EFF)

¢ Cllr. M Van Der Westhuizen (VFP)
o ClIr. E Mathebula (ISANCO)

PORTFOLIO COMMITTEE FOR LED AND TOURISM AND RURAL DEVELOPMENT

o ClIr. PT Selowe (Chairperson)
o Cllr. CM Mokoni (ANC)

e ClIr. C Sebamba (ANC)

s Clir. S Sithole (ANC)

e Clir. D Ngobeni {ANC)

e Clir. P Minnaar (DA)

e Clir. E Mathebula (ISANCO)
o Clir. B Sifunda (EFF)

PORTFOLIO COMMITTEE FOR DISASTER MANAGEMENT AND PUBLIC SAFETY

o ClIr. L Shakwane (Chairperson)
e Clir. NM Maganga (ANC)

e ClIr. TE Mahlalela {ANC)

e ClIr. HE Sihlabela (ANC)

o ClIr. K Nukeri {ANC)

o Cllr. KP Robertson (VFP)

e Cllr. JH Lighthelm (DA)

¢ ClIr. S Thobela (EFF)

PORTFOLIO COMMITTEE FOR CORPORATE SERVICES

o Cllr. MJ Mavuso (Chairperson)
o Clir. S} Manana (ANC)

¢ Clir. TE Ngomane (ANC)

o ClIr. LP Ngomane (ANC)

¢ Cllr. AM Mathebula (ANC)

e Cllr. S Chauke (EFF)

e ClIr. S Couvaras (DA)

o Clir. ML Monareng (ISANCO)

PORTFOLIO COMMITTEE FOR FINANCE AND SUPPLY CHAIN MANAGEMENT

e Clir. M Chembeni-Sahi {Chairperson)
e ClIr. PP Chima (ANC)

e Cllr. NC Khoza (ANC)

e Clir. IS Mashaba (ANC)

e Clir. EE Mabunda (ANC)

e Cllr. M Van Der Westhuizen (VFP)
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o Cllr. V Gwebu (EFF)
e Clir. MS Preddy (DA)

6. PORTFOLIO FOR TECHNICAL SERVICES

o Clir. M Nkuna (Chairperson)
e Clir. RB Mhlaba (ANC)

¢ Clir. HK Malomane (ANC)

e ClIr. IS Mashava (ANC)

¢ Cllr. SO Makhubela (ANC)

¢ Clir. ML Monareng (ISANCO)
o ClIr. SR Schormann (DA)

e Clir. S Nkuna (EFF)

7. PORTFOLIO COMMITTEE FOR SOCIAL SERVICES AND TRANSVERSAL PROGRAMME

e ClIr S Mashigo-Sekgobela (Chairperson)
o Clir. CM Mohlala (ANC)

o ClIr. RS Shabangu (ANC)

o Cllr. EE Mabunda (ANC)

e Clir. ND Ndlovu (EFF)

e Clir. M Westhuizen Van Der M (VFP)

o Clir. N Mathobela N (DA)

o ClIr. HP Thobakgale (BLM)

8. PORTFOLIO COMMITTEE FOR STRATEGIC PLANNING

e ClIr. ET Mabuza (Chairperson)
e ClIr. TB Sibuyi (ANC)

o ClIr. HE Sihlabela (ANC)

e ClIr. NC Khoza (ANC)

¢ Cllr. EE Mabunda (ANC)

e Clir. R Qhibi (EFF)

o Cllr. SR Schormann (DA)

9. PORTFOLIO COMMITTEE FOR MUNICIPAL HEALTH AND ENVIRONMENTAL HEALTH MANAGEMENT

e ClIr. RM Shongwe (Chairperson)
o ClIr. ZA Mdhluli (ANC)

o Clir. TB Sibuyi (ANC)

o Clir. LF Nkosi (ANC)

o ClIr. KP Robertson (VFP)

e Cllr. MS Preddy (DA)

e Cllr. R Nkomo (EFF)

e Cllr. E Mathebula (ISANCO)
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COMPONENT B: INTERGOVERNMENTAL RELATIONS

INTERGOVERNMENTAL AND STAKEHOLDER RELATIONS

In line with chapter 3 of the Constitution of the Republic of South Africa 108 of 1996, Ehlanzeni District Munic-
ipality established seven (7) Key IGR Structures both at a Technical and Political level.

Out of the seven key IGR structures three (3) are the district clusters which are aligned to the District Planning
Processes to assist as working groups which feed into the District Wide IDP Process Plan and they are as fol-
lows: Good Governance Cluster, Economic Growth and Infrastructure Development Cluster and the Social
Needs Cluster. All these clusters are chaired or at some stages, co-chaired by the political heads of the respec-
tive departments.

The district has further established an MMC’s Forum. The MMC’s Forum promotes the culture of engagement
and learning from one another through best practices and information sharing. These structures also assist in
the integration of programmes from a political level thus promoting the culture of saving on resources and
maximizing government’s impact on the delivery of services to communities. The MMCs’ Forum meetings are
being coordinated and Chaired by the respective District MMC'’s. The Corporate Services MMCs’ Forum meet-
ing, for example, is coordinated from the District MMC: Corporate Services’ Office and is attended by all the
MMCs: Corporate Services in the Local Municipalities with any additional stakeholder per invitation by the
Chairperson. The District MMC’s Forum meetings are scheduled to sit on a quarterly basis like all the other
political structures.

Below is a list of the seven (7) key District IGR Structures in Ehlanzeni, their standing orders and frequency of
meetings.

NO. STRUCTURE ] COMPOSITION SCHEDULE OF MEETINGS

1. Mavyors’ Forum | The structure is Chaired by the District Executive | 4 Quarterly Meetings per annum.
| Mayor, attended by all Mayors in the District and by
any other resource person who might be invited by | ¢ 21/12/2021

the Chairperson to add value to the meeting by way | v Only one meeting managed to

of making a presentation or providing expert opin- sit.
ion on a particular matter.
2. Speakers’ Forum The structure is Chaired by the District Speaker. It is | 4 Quarterly Meetings per annum.

attended by all Council Speakers in the District and
any other person who might add value to the meet- | ¢ 08 /02/2022

ing.
| Only one meeting managed to sit.
3. IDP  Representa- | The structure is chaired by the District Mayor. Itisa | 3  Quarterly Meetings per an-
tive Forum broad stakeholder consultative Forum including all num.
the spheres of Government, Private Sector and | ¢ 02 March 2022
NGOs. e 12 April 2022
e 19 May 2022
- All three meetings managed to sit.
4. Municipal Man- | The structure is chaired by the District Municipal | 4 Quarterly meetings per annum.
agers Forum Manager. It is attended by all Municipal Managers,

and by any other Stakeholder who might be invited | ¢ 20/12/2022
by the Chairperson to add value by way of makinga | ¢  03/02/2022
presentation or providing expert opinion on a par-
ticular matter. The structure also serve as technical | Only two meetings managed to sit
structure sits prior to the Executive Mayors’ Forum
and deliberate on issues before submitted to the
| Executive Mayors Forum.
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and Infrastructure
Development

for LED and Infrastructure Development,

All Sector Department, Business and other relevant
stakeholders identified by the unit form part of the
cluster

NO. STRUCTURE COMPOSITION SCHEDULE OF MEETINGS
5. Governance and | The structure chaired by the MMCs responsible for | 3 Quarterly meetings per annum.
administration Corporate Services. All Units within the District, Pro-
Cluster vincial Department and Local Municipalities respon- | ¢  09/09/2021
| sible for governance and Administration participate | ¢ 07/06/2022
in this Cluster. SALGA and COGTA are critical stake- | o 24/04/2022
holders in this particular structure.
_ All three meetings managed to sit.
6. Social Needs Clus- | The structure is chaired by the MMC responsible for | 4. Quarterly meetings per annum.
ter Social Services. All Sector Departments, Salga, NGO’s
Local Municipalities and other relevant stakeholders | e  02/09/2021
identified by the unit responsible for social matters | ¢ 11/11/2021
form part of the Social Needs Cluster. e 09/02/2022
e 08/06/2022
All four meetings and an additional
one managed to sit.
7. Economic Growth | The structure is chaired by the MMC’s responsible | 3 Quarterly meetings per annum.

e 29/09/2021
e 22/02/2022
e 09/06/2022

| All three meetings managed to sit.

OTHER DISTRICT IGR STRUCTURES

There is a number of Technical Structures in the District which feed into the overall functionality of the District
IGR Programme. All these technical forums/structures meetings are attended by practitioners and resource
persons from various planning fields. The technical meetings usually sit before the Political Forum meetings to
enhance the quality of engagements during the forum meetings. Below is a list of a few structures:

IDP Technical Forum

Disaster Management Advisory Forum
Municipal Health and Environmental Management Forum

District HR Forum

Public Participation Forum

CFO’s Forum

District Communicators Forum

CHALLENGES AFFECTING THE FUNCTIONALITY OF THE DISTRICT IGR STRUCTURES

In a number of occasions our IGR structures meetings experience poor participation by various stakeholders.
Due to COVID 19 pandemic affecting the Country most of our meeting were conducted virtual. COGTA is in the
processes of finalising the Provincial IGR Framework which will guide the sitting of the IGR Structures and to
develop the Provincial IGR Calendar to avoid clashing of meetings that require same stakeholders to attend.
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ADMINISTRATIVE GOVERNANCE

The District Municipality has a fully functional administrative governance structures in place. The maintaining
of the unqualified audit opinions for a period of seven years by the District Municipality is testimony to the fact
that the Municipality’s administrative governance is functional and fully effective. All Section 56 Managers
have their performance contracts signed at the beginning of each financial year. '

The Administrative Governance Structure is as follows:

NAME AND SURNAME POSITION

Dr NP Mahlalela Municipal Manager

RS Makwakwa General Manager: Corporate Services

ST Shabangu ' General Manager: Community Services

PO Mokoena General Manager: Financial Services

ML Nkosi Acting General Manager: LED, Tourism and Rural Development
ND Malokela General Manager: Technical Services
[ SJ Tibane Acting General Manager: Strategic and Social Services

The organizational structure as per Appendix C provides an overview of the administrative and political units
in the municipality.

COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION
PUBLIC MEETINGS

During the year under review the following community participation programmes that formed part of the Out-
reach Programmes were held:

PROGRAMME DATE
Speakers Outreach at Thaba Chweu Local Municipality 14 September 2021
Speakers Qutreach at City of Mbombela Local Municipality | 17 September 2021
Speakers Outreach Bushbuckridge Local Municipality 25 October 2021
Speakers Outreach at Bushbuckridge Local Municipality 26 October 2021

IDP PARTICIPATION AND ALIGNMENT

Through the cooperative governance model, the District Municipality has developed a district wide planning
framework which guides the Local Municipalities in the development of the integrated development plan, re-
garded as the principal strategic document for all municipalities. The process plans of the various Municipali-
ties are aligned to the District wide framework and so are the other planning processes. These two levels of
local government (Local and District) communicate continuously and ensure alignment of plans and implemen-
tation so that there are no disputes in the execution of their legislative powers and mandates. The powers and
functions are closely related and must be executed in a manner which seeks to promote and improve harmony
and effective service delivery.

Section (19) (2) of the Municipal Structures Act, requires a Municipal Council to annually review the needs of
the community, its priorities to meet those needs, its processes for involving the communities, its organiza-
tional and delivery mechanisms for meeting the needs of the community and its overall performance in achiev-
ing the local government’s objectives as set out in Section 152 of the Constitution of the RSA.
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During the financial year under review, Ehlanzeni District Municipality continued to strengthen the culture of
community participation through the 139 wards of the district, as further referred to in Chapter 2 of this An-
nual Report. The Municipality has a structured public participation’s programme which is contained in the Pub-
lic Participation Strategy.

All the wards were reported functional although the level and quality of their submission is still a matter of
concern. This is despite the intervention by the Department of Cooperative Governance and Traditional Affairs
(COGTA), in partnership with the District, to assist the Local Municipalities in compiling ward operational plans.
In addition, the District Municipality continued to provide capacity building to Ward Committees in the five
Local Municipalities and supported the initiatives, such as Immimemo and Speaker’s Outreach Programmes.

Municipal support through the Integrated Municipal Support Plan included, but was not limited to, the
strengthening and monitoring of community participation through the vibrant and effective ward committee
system, the Ward Improvement Plans and quarterly reviews. The District Municipality has systems in place to
play an oversight role on the functionality of the Ward Committees through the District Participation Forum
and the Speakers Forum.

COMPONENT D: CORPORATE GOVERNANCE
RISK MANAGEMENT

According to section 62(1) (c) (i) of the Municipal Finance Management Act (MFMA), of 2003 the Accounting
Officer has to establish and maintain, among others, a system of managing the risks which the municipality is
faced with. Risk Management is one of management’s core responsibilities, Risk Management is also an inte-
gral part of the internal processes of the municipality. It is a systematic process that is used to identify, evalu-
ate and address risks on a continuous basis before such risks can impact negatively on the service delivery ca-
pacity of the Ehlanzeni District Municipality. When properly executed risk management provides reasonable
assurance that the Municipality will be successful in achieving its goals and objectives.

The Municipality reviewed and approved the risk management strategy. The strategy is the foundation for a
continuous risk assessment process for management and monitoring of risks on an on-going basis. The Munic-
ipality conducted its annual Enterprise-wide Risk Assessment (ERM) on 21 & 22 April 2021 to determine the
magnitude of risk exposures by assessing the likelihood of the risk materialising and the impact that it would
have on the achievement of objectives. The identified risks were prioritised which enabled Management to
focus more time, effort and resources on the higher risk areas. To mitigate the risks, Management implement-
ed control activities by establishing policies and appropriate procedures such as approvals, authorisations, seg-
regation of duties, reconciliations and physical safeguards.

The following top five (5) risks of the municipality were identified for which management mitigating controls
were indicated in the IDP:

‘ REF | STRATEGIC OBJEC- | RISKS TO ACHIEVING | CONTRIBUTING FAC- | MITIGATING CON-
No. TIVE STRATEGIC OBJEC- TORS TROLS
| TIVE
1.| SR ENSURE MAIN- Inadequate institu- 1. In;dequate inclu- : 1. A database for disa- |
02 STREAMING OF tionalization for sion of marginalised bled persons has be

MARGINALISED
GROUPS

mainstreaming of
Marginalised groups
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groups in municipal
and sector depart-
ment programmes

| 2. Failure to provide

created

2. Employment Equity




suitable and reasona-

ble resources for the
marginalised (walk
ways, evacuation
chairs etc...)

3. People with disabili-
ties failing to declare
of their disabilities in
the application of em-
ployment forms

4. Poor participation
and attendance by
municipalities and sec-
tor departments at
Social Cluster meet-
ings

5. None submission of
reports by municipali-
ties and departments.

6. Lack of conse-
guence management

7. None implementa-
tion of Cluster resolu-
tions

Plan reviewed and
submitted to council

3. Quarterly Main-
streaming meeting are
held

4. Reporting challeng-
es to the Municipal
Manager

5. Sending invitations
to departments

6.Conducted work-
shop on mainstream-
ing to all staff as well
as Sign language train-
ing

7. Meetings for mar-
ginalized groups are
held on the ground
floor (DMC)

8. Established disabil-
ity desk

| 9. Present reports to
the Management and
Extended manage-
ment forum on main-
streaming Equity
Committee

10.Departments are

encouraged to Main-
stream during meet-
ings
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DELIVER SERVICES
AND IMPLEMENT
PROJECTS IN LINE
WITH THE MAN-
DATE OF EDM

Failure to deliver
guality, pro-
grammes, projects
and services in line
with the mandate

1. Inadequate Human
Resource and Budget

2. Inadequate project
management (internal
and external)

| 3. Failure to interpret
the mandate of the
district

4. Lack of awareness
of the district mandate

5. Allocation of budget
to projects or pro-

‘ grammes which are

| not part of the man-

‘ date of the District

6. Poor alignment of
IDP with district man-
date

7. Lack of implementa-
tion of Spatial Plan-

ning & Land Use Man-
agement Act(SPLUMA)
in the traditional areas

8. Poor planning of the
SCM Module

9. Poor project admin-
istration of the Tech-
nical Services

10. Poor Quality of the
Specification docu-
ment

11. None- availability
of Bid Committee
members

12. Possible shortage
of material/wood to
manufacture Coffins

[ 1. Frequent site visits

2. Enforce Service
Level Agreements
(SLA) between EDM
and service providers

3. Appropriate training
for internal project
managers

4. Appointed Envi-
ronmental Health
Practitioners (EHPs) to
increase Human Re-
source (HR) in the de-
partment

5. Co-funding of pro-
jects with Private Sec- |
tor

6. Approved the Tariff
Policy

7. Conducted aware-
ness of EDM's man-
date to political lead-
ership

8. Funding model
strategy for the mu-
nicipality in place




Pa

04

| CREATE A CONDU-

CIVE ENVIRON-
MENT FOR DIS-
TRICT ECONOMIC
DEVELOPMENT
AND GROWTH

Ineffective coordina-
tion of district eco-
nomic growth pro-
grammes

1. Lack of infrastruc-
ture to enhance eco-
nomic growth

2. Socio-Political in-
stability

3. Poor governance
structures

4. Non alignment of
Economic develop-
ment programmes
(Silo Operations)

5. Total shut down of
Tourism Industry due
to Covid-19

6. Lack of implementa-
tion of Spatial Plan-
ning & Land Use Man-
agement Act (SPLU-
MA) in the traditional
areas

7. Re-prioritisation of
budgets to cater for
the Pandemic

8. Withdrawal of for-
eign funding by devel-
oped countries

9. Reduction of the
economic sector activ-
ities due to COVID-19
10. Lack of proper
documented policy
and Frameworks that
talks about putting
Local Businesses first
(Small Scale Farmers,
SMME's and Guest
House etc...)

07
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MANAGE PER-
FORMANCE

Non-adherence to
IPMS processes

1. The perception that
the IPMS process lacks
objectivity

2. Non alignment of
workplans to Job de-
scriptions and weak
supervision

1. Ongoing training on

1. Economic develop-
ment clusters are held
with local municipali-
ties

2. LED strategy (tour-
ism) developed and
implemented

3. Trainings of Small,
Medium and Micro
Enterprises (SMMEs/
co-operatives are con-
ducted on an annual
basis

4.Implement Trans-
versal framework with
department (MOU)

5. Established the
EDM Economic devel-
opment forum
6.Developed a Data-
base for Small, Medi-
um and Micro Enter-
prises (SMMEs)

7. Reviewed Spatial
Development Frame- |
work (SDF) adopted by
Council

8. MOU with the Uni-
versity of Mpuma-
langa

the IPM System

2. Operational manu-
alsin place

3. Submission of quar-
terly reports

4. Departmental re-
view sessions are con-
ducted on quarterly
basis
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| 3. Lack of conse-
guence management
for officials not adher-
ing to timeframes
4. Lack of ownership
of performance pro-
cess by supervisors
5. Lack of technical
skills of officials to use
a computer/laptop
6. Lack of accessibility
of IPMS systems to

| and contents between

officials off-site and
officials with comput-
ers with outdated
software

7. Lack of alignment in
terms of the rating

the supervisor and
incumbent

8. Failure to enforce
the IPMS Policy

9 Lack of engagements
between supervisors
and subordinates

5. Unwillingness and
late completion is re-
ported quarterly to
the Accounting Officer
through the Perfor-
mance Report

6. Strengthened the
IPMS by increasing
human resource in
terms of staff numbers
7. Performance re-
wards being paid an-
nually

ENSURE PRUDENT
FINANCIAL MAN-
AGEMENT

Poor financial and
supply chain man-
agement

1. Collusion by officials
and service providers
2. Non-compliance
with financial and
supply chain man-
agement statutes

3. Non-compliance
with policies and pro-
cedures

4. Failure to identify
possible fraud, corrup-
tion, misappropriation
and theft.

5. Silo-operations
within the Municipali-
ty (planning, budget-
ing, SDBIP)

6. Poor planning pro-
cesses (not taking cost
estimates into consid-
eration)

7. Ineffective imple-
mentation of MSCOA

1. Policies and Proce-
dures are in place

2. Asset Register in
place

3. Functional AC and
Risk Management and
Fraud Prevention
Committee

4. Effective and func-
tional Internal Audit
Unit

5. Oversight commit-
teesin place

6. Code of Conduct
{declaration of inter-
est forms)

7. Cameras, security at
the gate and new
locks




8. Outstanding com-
mitments not taken
into consideration
during adjustment
budget

9. Unfunded mandates
being implemented
10. Delay in procure-
ment processes (sit-
ting of committees
included)

11. Litigations having
an impact on financial
viability and manage-
ment

12. Disasters having an
impact on the financial
viability and manage-
ment of EDM

13. Uncertainty of the
implications of the
District Development
Model

14. Status of policies
and procedures (out-
dated) having an im-
pact on financial via-
bility and manage-
ment

| 8. Constant communi- |

cation on fraud and
corruption policies
{fraud awareness)

9. External Auditors

10. Financial and SCM
delegations and
Standard operating
procedures in place
11. Effective IT Sys-
tems

12. Competent Fi-
nance Staff

13. Support provided
by GIZ on SCM issues

14. Procurement plan
drafted and imple-
mented

15. Implementation
and monitoring of Au-
dit action plan (inter-
nal and external) by
various administrative
and political structures
16. Enforce conse-
guence management
through the Financial
Misconduct Discipli-
nary Board

17. Timeous reporting
of UIF&W to Council

Mitigating control activities were consistently monitored and adapted. Periodic feedback and reports were
provided by management to the Risk Management & Fraud Prevention Committee, the Audit Committee and
Council on risk management processes and new risk exposures. The Municipality appointed an Independent
Risk Management & Fraud Prevention Committee Chairperson who has the necessary blend of skills, compe-

tencies and attributes, including the following critical aspects:
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an in depth understanding of the Municipality’s mandate and operations;
the ability to act independently and objectively in the interest of the Municipality and
A thorough knowledge of risk management principles and their application.



EDM has been committed to an integrity based performance that protects and enhances its stakeholder value
and reputation. It recognizes the essential role that compliance with applicable regulatory requirements plays
in the governance and sustainability of its business. The Municipality has an approved Compliance Calendar
and Register which was developed and implemented during the 2021-2022 financial year. It seeks to facilitate
the detection and prevention of non-compliance to regulatory requirements and provides for processes and
systems that facilitates the management of compliance risk and enhances regulatory compliance assurance.

An Internal Audit Unit exists within Ehlanzeni District Municipality under the control and direction of an Audit
Committee.

A risk based audit plan is compiled whereby audits are planned and executed. Furthermore, the internal audit
report on matters relating to:

Internal Control

Accounting procedures and practices
Performance Management

Risk and risk management

Loss control

Compliance with applicable legislation

FRAUD AND ANTI-CORRUPTION STRATEGY

Ehlanzeni District Municipality subscribes to the principles of good corporate governance, which require con-
ducting business in an honest and transparent manner. Consequently Ehlanzeni District Municipality is com-
mitted to fighting fraudulent behaviour at all levels within the organisation. The fraud and anti-corruption
Strategy(Strategy) is premised on the organisation’s core ethical values driving the business of Ehlanzeni Dis-
trict Municipality, the development of its systems, policies and procedures, interactions with the public and
other stakeholders, and even decision-making by individual managers representing the organisation. This
means that in practice all municipalities, departments and other business units of Ehlanzeni District Municipal-
ity and even external stakeholders have used the Strategy as the point of reference for their conduct in rela-
tion to Ehlanzeni District Municipality.

The policy of Ehlanzeni District Municipality is zero tolerance to fraud and corruption. In addition, fraud and
corruption risk assessment was conducted during the financial year and the implementation of appropriate
prevention and detection controls (mitigating action plans) were implemented, monitored and reported on.
These prevention controls include the existing financial and other controls and checking mechanisms as pre-
scribed in the systems, policies and procedures of Ehlanzeni District Municipality. It is then the responsibility of
all employees to immediately report all allegations or incidents of fraud and corruption to their immediate su-
pervisor. All Managers are responsible for the detection, prevention and investigation of fraud & corruption
and report all incidents and allegations of fraud and corruption to the Municipal Manager. The Municipal
Manager initiates an investigation into the matter. Workshops on fraud prevention and anti-corruption were
held and all employees were made are of the fraud and anti-corruption policy and strategy.

Should employees wish to report allegations of fraud and corruption anonymously, they contact the Fraud
Hotline (0800 701 701), Municipal Manager and/ or the Internal Audit Unit directly. Any fraud and corruption
committed by an employee or any other person are pursued by thorough investigation and to the full extent of
the law, including (where appropriate) consideration of:

e in case of employees, taking disciplinary action within a reasonable period of time after the incident;

e instituting civil action to recover losses;

e initiating criminal prosecution by reporting the matter to the SAPS or any other relevant law enforcement
agency; and

e Any other appropriate and legal remedy available.
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Managers were required to ensure that losses or damages suffered by Ehlanzeni District Municipality as a re-
sult of all reported acts committed or omitted by an employee, or any other person were recovered from such
an employee or other person if he or she was found to be liable for such losses. Fraudulent and corruption
awareness were done by means of newsletters, information notices and presentations by the Risk Manage-
ment Unit. Policies, processes and systems were implemented during the financial year thus the Municipality
has directed and controlled its activities in a manner that enhanced corporate governance and with this ap-
proach the municipality’s business was conducted within acceptable ethical standards therefore.

Transparency, accountability and openness are embedded in reporting and disclosure of information, both
operational and financial to all stakeholders. Councillors’ and Employees’ work were governed by the munici-
pality’s rules, regulations and procedures and the Codes of Conduct for employees and Councillors to which
they were expected to abide by, which included guidelines on gifts, professional and personal behaviour and
conflicts of interest. Segregation of duties exists within the departmental functions and political office bearers
are excluded from the procurement and tender processes.

SUPPLY CHAIN MANAGEMENT

Supply Chain Management is one of the three units within Finance the departments. Supply Chain Manage-
ment is defined as the process of acquiring goods and services within the public environment in order to en-
sure effective, transparent and efficient service delivery in an economic manner.

There are five pillars in public procurement, namely:

a) Value for money;

b) Open and effective competition;
c) Ethics and fair dealing;

d) Accountability and reporting;

e) Equity

There are also five elements in the supply chain environment which completes the procurement chain being:

e demand management;

e acquisition management;

e logistics management;

e disposal management; and

e supply chain performance prescribed by the MFMA: Municipal Supply Chain Regulations as well as the
Supply Chain Management policy of the municipality.

Supply Chain Management is therefore not only a finance function, but the responsibility of all end-user de-
partments and functional units as well bid committees’ cross functional teams, including stakeholders and
other role players involved in the implementation of the supply chain management processes within the mu-
nicipality.

BY-LAWS

MUNICIPAL HEALTH BY-LAWS

Ehlanzeni District Municipality has been mandated to render Municipal Health Services in terms of the Nation-
al Health Act 61, of 2003. Municipal Health Services were previously rendered by Local Municipalities, Metros
and the Provincial Department of Health. In 2004 the power to render those services was transferred to the
District Municipalities and Metros. This necessitated the compilation of the District By-laws on Municipal
Health.
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It is against this background that a resolution (Resolution No: A267/2015) was taken by majority members of
the Council in line with Section 30 (2) of the Local Government Municipal Structures Act 117 of 1998, to adopt
the Municipal Health By-laws, which will be effective from date of promulgation.

The purpose of the by-laws is to enable the Municipality to promote and protect the health and wellbeing of
all people within the municipal area by providing an effective legal and administrative framework, in conjunc-
tion with any other applicable laws, within which the municipality can develop and manage its municipal
health services obligation.

WEBSITE

In line with the Batho Pele principles and the Constitution of the Republic, the South African government has
the responsibility to make government information and services available easily, widely and equitably.

The Internet continues to grow as a key way to provide access to government information and services. This is
one of the strategic communication tools to advance the communication objectives of Ehlanzeni District Mu-
nicipality (EDM). EDM is using its website to communicate information about its functions, programmes, activi-
ties, services and products and to provide a platform for users to interact with their government. This is in line
with the global trend by governments to implement e-government strategies, using information and commu-
nication technologies (ICTs) to give audiences over the world access to their information and services.

The rapid growth in online communication by the South African government provides both opportunities and
challenges to those managing the online presence of government. Government must ensure that its websites
are comprehensive anline depositories for government information, while also being responsive to the needs
of the citizens by providing as many services as possible online. Websites should also provide a medium for
two-way interaction between government and citizens.

We are found at www.ehlanzeni.gov.za where we draw the attention of the world as we take pride of our
indigenous and natural resources. Our home page provides links, among others to “GIS, EDM Disaster Man-
agement, The best of Ehlanzeni”, and to our four local municipalities (City of Mbombela, Nkomazi, Bush-
buckridge and Thaba Chweu).

All compliance documents are sent from our various departments within our municipality to the Communica-
tion Unit to facilitate posting. We verify it through our risk management office before being posted onto the
website. The website always indicates the number of times and from where the website is visited.

The following table represents the number of visits per month during the year under review:

Months Number of visits
July 2021 1668
August 2021 2282
September 2021 2574
October 2021 1703
November 2021 1517
December 2021 1412 -
January 2022 2229 _l
February 2022 2411
March 2022 2122
April 2022 2110
May 2022 B 2214
June 2022 2298
Total 24540

Page |22



MUNICIPAL OVERSIGHT COMMITTEES

The following oversight committee was constituted in terms of section 79 of the Local Government: Municipal
Structures Act, 1998:

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

e  ClIr. TS Khoza {Chairperson)
Cllr. RN Mphika (ANC)

Cllr. MJ Mnisi (ANC)

Cllr. MJ Morema (ANC)

Clir. D Masilela (ANC)

Clir. CK Chuene (DA)

e  Clir. B Mgiba (EFF)

¢  ClIr. F Mbhandze (APC)

The MPAC structure is fully functional. A number of activities which include site visits and meetings during the
2021/2022 financial year have been carried out as follows:

Meeting Date

4" Ordinary MPAC Meeting 20 August 2021

1%t Ordinary MPAC Meeting 16 February 2022-New Leadership
MPAC Training with locals and 22-23 February 2022
Stakeholders

Annual Report 15-16 March 2022
2" Ordinary MPAC Meeting 07 June 2022

MPAC Site Visit 18 May 2022

MPAC Site Visit 24 May 2022

MPAC Site Visit 25 May 2022

MPAC Site Visit 26 May 2022

MPAC Site Visit 01 June 2022

MPAC Site Visit 07 June 2022

MPAC Public Hearing 14 june 2022

AUDIT COMMITTEE

The Audit Committee established in terms of Section 166 of the Municipal Finance Management Act comprises
of the following members:

e M Secker

e ZSibanda
e S Lubisi

e S Mabilane
e K Mokoena
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CHAPTER 3: SERVICE DELIVERY PERFORMANCE (PART 1)

The first section of the report, being the Introduction, gives an overview of the Vision and Mission of the Mu-
nicipality and a brief reference to the legislative and policy framework in terms of which this report is com-
piled. An overview of the processes which lead to the compilation of the strategy (the Integrated Development
Plan), the allocation of financial resources for the implementation thereof, the alignment of the organisation
with the strategy, as well as the implementation plan (Service Delivery and Budget Implementation Plan) is
provided in Section 2.

Section 3 presents to the reader a sense of the contents of the strategy ~ the goals of the institution, the stra-
tegic objectives and organisational programmes in terms of each of these strategic objectives, indicators set
for the measurement of the performance on each programme and targets set in terms of these indicators. It
further reflects on the Key Performance Areas of local government. The Strategy Map reflects a summary of
the performance in terms of each strategic objective and is contained in Section 4. Section 5 contains the per-
formance on the KPIs of the strategic objectives, also being referred to as the Organisational or Strategic per-
formance report.

The detailed information on the performance of the Municipality on the organisational programmes is provid-
ed in Section 6 and is structured in tabular format in terms of each indicator. The project information provides
more detail on the internal processes which informs the performance on the respective KPIs. Tracking of the
project level information serves as early warning indicator for possible underperformance.

Section 7 of the report lists the roll-over projects from the previous year which were completed in the Finan-
cial Year under review. Expenditure on projects, some of which were not included in the Organisational layer
of the report, are reflected per table in section 8 of the report. The report is concluded with a summary of the
performance of the Municipality and the recommendations made to address the identified challenges.

Two annexures are attached to the report, namely a comparison of the performance of the Municipality for
the FY2020/21 and the performance for the FY2021/22, as well as a status report on the general key perfor-
mance indicators as per Section 10 of the Local Government: Municipal Planning and Performance Manage-
ment Regulations (No 796, 24 August 2001) prescribed in terms of Section 43 of the Municipal System Act,
2000 (Act 32 of 2000 as amended).

1. INTRODUCTION
Background
This report is prepared in compliance with section 46 of the Municipal Systems Act, 2000 (Act 32 of
2000) - herein referred to as “the MSA” - as well as section 121 of the Municipal Financial Management
Act, 2003 (Act 56 of 2003) herein referred to as “the MFMA” in terms of the requirements of an Annual

Performance Report. Although the report is known as the Annual Performance Report, it also forms an
integral part of the Annual Report of the Municipality in terms of section 121(2)(b) and (c) of the MFMA.
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2.1

2.2

In the context of local government, service delivery can be defined as the implementation of the strate-
gy of the organisation in an efficient and effective way. The monitoring of the implementation of the
strategy becomes imperative to keep the focus of all employees in the organisation, as well as that of
the stakeholders of the organisation, on the strategy and specifically the implementation thereof.

Vision and Mission

The vision of Ehlanzeni District Municipality is to be: —
“The best performing district municipality of the 21% Century”.

The mission of the Municipality is as follows: —
“Ehlanzeni District Municipality shall strive to excel in planning, co-ordination and support for our Local
Municipalities in consultation with all stakeholders to ensure the best standard of living for all”.

Ehlanzeni District Municipality is guided by the following values in conducting its business: —
* Transparency

= High Quality Service Delivery

» Accountability

= Service Communities with Integrity

= Efficiency

» Professionalism

INTEGRATED PLANNING, BUDGETING AND PERFORMANCE MANAGEMENT FOR THE 2021/2022

The strategic plan in local government is called the municipal Integrated Development Plan (IDP). The
budgetary process is the provision of resources for the implementation of the strategy (IDP), whilst the
Service Delivery and Budget Implementation Plan (SDBIP) is the implementation plan of the IDP. The
alignment between the municipal Integrated Development Plan, the Budget, SDBIP and the Perfor-
mance Management System is critical to ensure the strategic alignment within the municipality. The
signing of the Performance Agreements by the Municipal Manager and the Section 56 Managers consti-
tutes a process of linking reward(s) to the achievement of the strategy (IDP).

Integrated Development Planning (IDP)

The IDP process unfolded as per the District Framework and Process Plan, coordinating all processes and
structures on District level. The IDP for the FY2021/2022 was approved by Council under item A36/2021,
during a Council meeting held on 27 May 2021.

District Strategic Priorities

The strategic priorities of the district are based on the reviewed Integrated Development Plan
FY2021/2022. These priorities form the basis of developing the municipal objectives and outputs/targets
reflecting the overall district service delivery strategy. These priorities were equally informed by policy
and planning directives emanating from national and provincial government. The table underneath re-
flects the Strategic Objectives and priorities of the District Municipality, in terms of the respective key
performance Areas for government
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Table 3: District Strategic Objectives and Priorities reflected in terms of the Key Performance Areas

District Strategic Objectives and Priorities reflected in terms of the Key Performance Areas

Strategic Objective
SO1 - Improve the IDP Standards of EDM and
the LMs
SO2 - Mainstreaming of Marginalized Groups

SO3 - Deliver Services and Implement Projects
in Line with the Mandate of EDM

S04 - Create a Conducive Environment for
District Economic Development and Growth
SOs5 - Support Local Municipalities in Specific
Areas of Need

SO6 - Strengthen IGR and Stakeholder Rela-
tions

$07 - Manage Performance

SO7 - Manage Performance

SO8 - Implement Monitoring and Evaluation
509 - Improve Staff Skills and Development
SO10 - Improve Internal and External Commu-
nication

SO11 - Manage Organisational Risks

SO12 - Improve Institutional Transformation

and Development
SO13 - Ensure Prudent Financial Management

2.3 The Budgeting Process

District Priority or Programme
Integrated Development Planning

Mainstreaming

Service Delivery and Project Implementa-
tion

District Economic Growth

Support to Local Municipalities

IGR and Stakeholder Relations
Organisational Performance Management
System

Individual Performance Management Sys-
tem

Monitoring and Evaluation

Training and Development of Staff
Communication, Information Technology,
Marketing and Branding

Risk Management

Institutional Development

Implementation of Financial Management
Practices

Key Performance Area
Public Participation and Good Govern-
ance
Institutional Development and Transfor-
mation
Service delivery and Infrastructure Devel-
opment
Local Economic Development

Service delivery and Infrastructure Devel-
opment

Public Participation and Good Govern-
ance

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Institutional Development and Transfor-
mation

Financial Viability and Management

The budget process unfolded simultaneously with the IDP process. The budget was approved by Council
under item A39/2021 during a Council meeting held on 27 May 2021.

2.4 Alignment of the Organisation with the Strategy

After the approval of the IDP, the objectives of the departments were aligned with the strategy of the
Organisation. This was followed by a process of alignment of the programmes and projects of the busi-

ness units within the departments with the departmental objectives. Scorecards were drafted for the
organization as well as for each department, which have informed the SDBIP and the Performance
Agreements, creating a situation where all the activities and energy in the Organisation were focused on
achieving the Organisational Strategy.

2.5 Service Delivery and Budget Implementation Plan (SDBIP)

The SDBIP is a key element in the process of service delivery, as it provides for the cascading of the stra-
tegic level (IDP and the Budget) to a level of implementation. It therefore provides the basis for measur-
ing performance in service delivery and spending of the budget against specific targets. An SDBIP for
the FY2021/2022 was compiled to guide the implementation of projects and the spending of funds and
has been signed off by the Executive Mayor on 23 June 2021.
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2.6

2.7

The strategy map is used to test the strategy hypothesis of the district municipality through the cause-
and-effect relationships of the defined strategic objectives. This ensures organisational alignment and
the achievement of a balanced strategy for the district.

Adjustment Budget

In view of the Mid Term Performance Review, an Adjustment Budget was approved by Council under
item A34/2022 during the meeting held on 28 February 2022.

SDBIP review

The SDBIP was adjusted to align with the changes in terms of the implementation plan of the strategy
and the adjusted budget. The adjusted SDBIP was approved by Council under item A48/2022 during the
meeting held on 29 April 2022.

DISTRICT KEY PERFORMANCE AREAS, GOALS AND OUTCOMES

The five key performance areas of local government applicable to EDM are as follows: —

1) Basic Service Delivery
This focuses on the provision of and access to basic services by communities living in the district.
The district has a mandate to deliver municipal health services and disaster management. It fur-
ther facilitates and promotes bulk services with regard to Basic Services, which includes water,
sanitation, electricity, roads and storm-water and waste management.

2) Financial Viability and Management
The Municipality needs to use financial resources prudently, and according to the priorities and
needs of the communities when rendering services. The Municipality must have sound and effec-
tive systems, supply chain management, financial risk management, asset management and cash
flow management.

3) Local Economic Development

This performance area entails the district strategic approach to LED by exploiting its economic
comparative advantage in order to contribute to the growth and development of the region, prov-
ince and national economy. Economic sectors which offer the district the comparative advantage
provide opportunities for economic growth of which, if explored through forms of direct and/or
fixed investment, can result in job creation and poverty alleviation in the region. Facilitation, sup-
port and capacity building programmes to businesses is one of the most critical factors of this per-
formance area.

4) Institutional Development and Transformation
This focuses on priority needs of the Municipality in order to effectively render its services. It co-
vers a range of issues which includes operational efficiency, skills development and training,
transversal and HIV/TB programmes, performance management, risk management, communica-
tion and marketing, information technology support and employee wellness and motivation.
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5) Public Participation and Good Governance
This performance area is focused on matters of effective integrated development planning, func-
tionality of stakeholder participation processes, inter-governmental and stakeholder relations in-
cluding traditional authorities, communication systems, and a mechanism to promote feedback to

communities, Batho Pele and Council stability.

EDM derives its mandate and goals from Section 83 (3) of the Municipal Structures Act of 1998 which
states that a district municipality must seek to achieve the integrated, sustainable and equitable social
and economic development of its area as a whole by: —

(a) ensuring integrated development planning for the district as a whole;

{b) promoting bulk infrastructural development and services for the district as a whole;
{(c) building the capacity of local municipalities in its area to perform their functions and exercise their

powers where such capacity is lacking; and
{d) Promoting the equitable distribution of resources between the local municipalities in its area to en-

sure appropriate levels of municipal services within the area.

A fifth goal was devised to cater for internal processes and systems which are vital for the institution to
achieve its mandate: Building a modern and performance-driven municipality.

Based on the aforementioned legislative imperatives of the district, specific goals and outcomes were
derived (as specified in Table 2) which form part of its broader strategy of ensuring that the aforemen-
tioned mandate stipulated in Section 83 (3) of the Municipal Structures Act is achieved.

Table 4: Municipal Goals, Strategic Objectives and Key Performance Areas

GOAL

Ensuring integrated development
planning for the district as a whole

Promoting sustainable livelihoods
through social-economic develop-
ment and service

Building the capacity of local munic-
ipalities in its area to perform their
functions an exercise their powers
where such capacity is lacking
Building a modern and performance
driven municipality
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STRATEGIC OBJECTIVE

SO1-Improve the IDP Standards of EDM and the
LMs

SO2 - Mainstreaming of Marginalized Groups

SO3 - Deliver Services and Implement Projects in
Line with the Mandate of EDM

S04 - Create a Conducive Environment for Dis-
trict Economic Development and Growth

SOs5 - To Support Local Municipalities in Specific
Areas of Need

SO6 - Strengthen IGR and Stakeholder Relations

SO7 - Manage Performance

SO8 - Implement Monitoring and Evaluation
SOg - Improve Staff Skills and Development
SO10 - Improve Internal and External Communi-
cation

SO1t -Manage Organisational Risk

SO12 - Improve Institutional Transformation and

Development
SO13 - Ensure Prudent Financial Management

KEY PERFORMANCE AREA
Public Participation and Good Gov-
ernance

Institutional Development and
Transformation

Service delivery and Infrastructure
Development

Local Economic Development

Service delivery and Infrastructure
Development

Public Participation and Good Gov-
ernance

Institutional Development and
Transformation

Institutional Development and
Transformation

Institutional Development and
Transformation

Institutional Development and
Transformation

Institutional Development and
Transformation

Institutional Development and
Transformation

Financial Viability and Management



The strategic objectives of the institution are indicated on the Strategy Map (Figure 1). The strategy map is
used to test the strategy hypothesis of the district municipality through the cause-and-effect relationships of
the defined strategic objectives. This ensures organisational alignment and the achievement of a balanced
strategy of the district.
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5. PERFORMANCE RESULTS FOR 2021/2022

This chapter of the Annual Performance Report will reflect on the performance of the Municipality on each
indicator within the specific strategic objectives. However, prior to the information on the performance
results, context will be provided on the financial year under review in terms of certain events which af-
fected the operations of the Municipality.

Although the country was still experiencing the Covid 19-pandemic during the FY2021/22, it had very little
impact on the operations of the Municipality. Two factors which had an impact on the implementation of
the planned targets, were the postponement of the municipal elections and the directive issued by Na-
tional Treasury for all procurement requests above R30,000 to be held in abeyance.

Municipal Elections held on 1 November 2021

With the 2016 elections held on 3 August 2016, it was foreseen that the 2021 elections were to take place
between 3 August and 3 November 2021 - within 90 days of the expiry of the term of municipal councils.
Certain activities, such as training of the newly elected councillors, were planned for implementation in
the first quarter of the financial year.

However, in lieu of the presence of the Covid 19-pandemic a Commission of Inquiry was appointed to as-
sess the possibility of holding a free and fair election without compromising on the safety of the voters.
During the time when the Commission executed its mandate, the country experienced a third wave of the
pandemic with record numbers of 26,000 infections reported per day. This led to the Commission propos-
ing a postponement of the elections to not later than February 2022. The implication would have been a
contravention of Section 159 of the Constitution in that the five year-period of the municipal councils
would have been exceeded. A legal process commenced in August 2021 in which the Independent Election
Committee launched an application before the Constitutional Court of South Africa, on an urgent basis, to
allow the postponement of the local government elections and to obtain a declaration by the Court that
current municipal councils will retain legal authority until the newly elected councils have been declared
elected. Other parties joined in the process to oppose the proposed relief. The elections were eventually
held on 1 November 2021, as per the order of the Constitutional Court. Processes, such as the inaugura-
tion and training of the newly elected councillors and the establishment of the Portfolio Committees had
to be implemented, thereafter.

Directive issued by National Treasury on procurement

On 25 February 2022 communication was received from National Treasury advising that all tenders adver-
tised after the 16" of February was to be held in abeyance. This was followed up with another commu-
nique on 3 March 2022 advising that no procurement above R30,000 was to be undertaken. This emanat-
ed from legal disputes between government (National Treasury) and private parties regarding the Prefer-
ential Procurement Policy Framework Act, 2000 (Act 5 of 2000) and its Regulations. Based on this directive,
the Municipality has not proceeded with the finalization of requests for procurement above the amount of
R30,000 advertised as from 17 February 2022 up to 30 May 2022, when this directive was withdrawn.
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A summary of the performance of the Municipality in terms of the targets set FY2021 /2022 is provided in

Table 3 underneath.

The following legends are used to reflect the results or trends:

Fully Effective

Not Fully Effective

@ Underperformed
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This legend reflects Performance that fully meets the expected standards in
all areas as well as performance above expectation and outstanding perfor-
mance (from 100% and above). The applicable performance will be reflected
under the legend.

Performance is below the required standards (from 50% to 99.9%). As less
than fully effective results were achieved against the set targets, remedial

actions need to be put into place and the implementation thereof must be
monitored.

Performance is far below the expected standard (from 0% to 49.9%). Reme-
dial actions need to be put in place to correct performance, which includes
timelines to be closely monitored to ensure progress.
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CHAPTER 4 ORGANISATIONAL OVERVIEW (PART II)

COMPONENT A: INTRODUCTION TO THE MUNICIPAL WORKFORCE

The District Municipality aims to ensure service delivery of the best possible quality for all its inhabitants. To
achieve this, a prime goal of the Municipality’'s Human Resource Strategy is: To create a flexible organisation that
enables optimal performance by developing and retaining a properly skilled and representative workforce. The
municipality considers its human resources as one of its most critical assets. This chapter will focus on some of
the key issues relating to human resources and other organisational management issues. Issues which will be ad-
dressed includes the staffing rate of the municipality, personnel cost, the status quo of retirement funds and
medical aid schemes, human resource policies and practices, as well as the remuneration of senior officials and
councillors.

Ehlanzeni District Municipality prides itself in appointing the most suitable, qualified and skilled workers to ensure
that efficiency and effectiveness within the Municipality is increased. During the year under review 2021/22FY the
Municipality had a total number of 218 positions in the approved organizational structure, 183 funded positions
were filled, 10 vacant funded and 26 unfunded positions as at 30 June 2022 which constituted of 14% of vacan-
cies. {This percentage reflects positions that are vacant and funded)

The Human Resources Unit during the year under review consisted of 6 employees providing services to all em-
ployees of Ehlanzeni District Municipality. The services provided include, Recruitment and Selection, Training and
Development, Employee Wellness, Employment Equity, Occupational Health and Safety and all Human Resources
Administration with regard to all employees’ fringe benefits and Councillors fringe benefits , Councillors welfare,
etc. The Human Resources Services performed an excellent and efficient service during the year and were compli-
ant with all legislative and regulatory prescripts.

The Municipality embarked in a process to align all its HR process with the promulgated Local Government Munic-
ipal Staff Regulations of September 2021, which in the processes included the review of the organizational struc-
ture inclusive of the repositioning process.

The process to embark on an organizational review emanated from the following strategic issues:

v To give support to the Section 12 Notice of 2021 wherein Ehlanzeni was awarded an additional responsibility
in the form of the Department for Strategic and Social Services;

v/ To align EDM'’s administration with the Local Government: Municipal Staff Regulations of 20 September
2021;

v To mitigate against the Employee Related Costs currently sitting at 60%;

v/ To draw a clear line of separation of powers between the legislative and executive arms of council such that
there is a structured mechanism to administrative support to Council;

v/ To ensure an organisational design which is responsive to the DDM requirements;

V' Toillustrate the district’s trajectory on Long Term Planning and Local Municipal Support.
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For this repositioning exercise to be effectively carried out, a number of institutional arrangements had to be tak-
en care of. The municipality took advantage of the working bilateral which we have with GIZ through their Gov-
ernance Support Programme |l for the analysis phase of the project. This phase included the document analysis
and review, individual sessions/interviews with personnel in strategic positions within the municipality and also
an overview on the Skills Audit per department. The organizational structure which was a highly consulted pro-
cess leading to Council’s approval of the final product on 30 May 2022 under item A63/2022. It be noted that
such a process resulted in a number of changes which included, though not limited to, renaming of departments,
job titles and horizontal transfer of staff in some instances.

As at the end of June 2022, the following Senior Management positions (Section 56 and 57) remained filled as per
the period under review which are as follows:

¢  Municipal Manager

e  Chief Financial Officer

e  General Manager Corporate Services
e  General Manager Community Services
e  General Manager Technical Services

2 General Managers’ positions remained vacant during the year under review, that is General Manager: Economic
Planning and Development and General Manager: Strategic and Social Services.

The table below reflects the status quo and breakdown per department in terms of filled, vacant funded and
vacant unfunded positions.

DEPARTMENT ] TOTAL NO. OF POSTS FILLED VACANT POSTS _
(FUNDED AND UN- FUNDED UNFUNDED
- FUNDED)
Office of the Municipal Manager 23 20 2 1
Strategic and Social Services 27 25 1 1
Corporate Senﬁes 54 51 1 2
Financial Services 32 26 1 5
Cdﬁmunity Services o - 59 42 2 15
Technical Services 11 9 2 0
Economic Planning and Devel-
13 10 1 2

opment
TOTAL - 218 183 10 26
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COMMENTS ON VACANCIES & TURNOVERS

When jobs become available, the HR department posts job openings, recruit’s candidates, performs preliminary
interviews and works with managers and executives to select employees that meet the organization’s standards
and goals. Vacancies in the Municipality are advertised either internally and externally in the local press and the
Municipality website in accordance with Council’s Recruitment and Selection policy and National Newspaper in
terms of the Regulations on appointment and conditions of employment of Senior Managers. Depending on the
scarcity of skills in the labour market, the timeframe for the filling of positions varies depending on what
qualification and experience required. The target to fill a vacancy is within a period of 6 months.

The HR unit personnel further inducted newly recruited employees into the Municipality . Induction is the process
of introducing a new employee to the company culture and processes with the aim of bringing them up to speed
as quickly as possible as well as making them feel socially comfortable and aware of their professional
responsibilities.

Retention measures are also in place wherein staff with prerequisite skills and knowledge is being retained
through counter-offers, however due to other institutions offering more benefits than the institution can afford it
is not always possible to retain scarce skills and skilled employees.

Ehlanzeni District Municipality recognizes that staff motivation, productivity and retention are dependent upon
people jobs that are well suited to their interest and therefore development of the policy on employee transfer
was key in order to manage the transfer of staff from one position to the other. Transfers are generally effected
to build up a more satisfactory work team and to achieve productivity and to increase the effectiveness of the
organization. During the year under review the Municipality in order to achieve its constitutional mandate and
improve productivity within lacking units and concluded a number of transfers from the pool of existing
employees.

A total number of 10 funded vacancies remained unfilled as end of 30 June 2022.

Internal Transfers: A total number of 12 employees were realized to be transferred from one department to an-
other by following the Labour Relations Act and other relevant prescripts after the repositioning process and ap-
proved organizational structure. This process commenced officially in July 2022, during the start of the financial
year.

The following table indicate the numbers in terms of new appointments and terminations recorded during the
year under review:

New appointments Resignations Contract expiry Retirements Deaths
12 (*4 vacancies in the | 6 9 3 1
organizational  struc- | (*2 of the 6 | (*5 of the 9 were

ture and 8* vacancies | resignations internships)

were internships — this | were from offi-

are not covered in the | cials in the or- [
org. structure) ganizational
structure

* 4 of the 6
were from in-
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Disciplinary cases: 2 Disciplinary hearings were conducted and wherein the matters were finalized and the affect-
ed employees were given written warnings valid for a period of (6) months.

Dismissals and Suspensions: None occurred during the year under review.

COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE LEVELS

INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT

The Municipality pursues the equitable representation of designated groups in all occupational categories and
levels in the workforce and actively supports an organizational culture and climate based on diversity, equality,
mutual respect and dignity for all. Currently in the organization, African females are over represented at middle

occupational levels (A Grade) while other demographic groups are minimally or not represented at all. People
with disabilities are critically under-represented.

In terms of the Employment Equity Act, 1998 and the reports that are submitted to the Department of Labour at
the end of September each year as required by law. The table below represents the various occupational levels

and gender in the Municipality.

** The table below indicates information as end of June 2022

DESIGNATION GENDER TOTAL NUMBER
(FILLED POSITIONS)
MALES FEMALES o

MUNICIPAL MANAGER (SECTION 57) 0 1 1

GENERAL MANAGERS (SECTION 56) 4 0 4

TOP MANAGEMENT 16 9 25

PROFESSIONALS 25 38 63

TECHNICIANS AND ASSOCIATE PROFES- | 1, ; 17

SIONALS

CLERICAL SUPPORT WORKERS 14 30 44
| I—

SERVICE AND SALES WORKERS 3 2 5
'PLANT AND MACHINE OPERATORS AND | 5 0 3

ASSEMBLERS (DRIVERS)

ELEMENTARY OCCUPATIONS 7 14 21
TOTAL | | 82 101 183
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HUMAN RESOURCES POLICIES AND PLANS 2021/22 FINANCIAL YEAR

The municipality from time-to-time reviews some of the Human Resources policies with the aim of keeping
abreast of changes in the sector and other Local government prescripts in general. These policies are aimed at
ensuring Human Resources processes and procedures are done in a fair, consistent and transparent manner. Nec-
essary policies, systems, procedures and mechanisms are put in place to ensure organizational development.

The Code of Conduct Workshops and other reviewed HR related policies were conducted during the year to
Councillors before being approved by Council. Further all the reviewed policies were deliberated and consulted
with Organised Labour to ensure that inputs are received from all angles for implementation after being approved
by Council. The Minister of Corporative Governance and Traditional Affairs, Dr Nkosazana Dlamini-Zuma, promul-
gated the Local Government Municipal Staff Regulations on the 20th of September 2021 and these regulations
came into effect on the 1st of July 2022. The main objectives of the Regulations is to create a career local public
administration that is efficient, effective and transparent, create a development oriented public administration
governed by good human resource management and career development practices, strengthen the capacity of
municipalities to perform their functions through the introduction of uniform norms and standards for organiza-
tional design, recruitment and selection, performance management, training and skills development. These regu-
lations necessitated the review of some the existing Human resource policies drawing from extracts in various
Chapters of the gazette e.g Recruitment and selection policy, Training and Skills development policy and Acting
Allowance policy. With this view in mind the above-mentioned policies were reviewed to be in line with the regu-
lations and therefore submitted to Council for approval and adoption. The table below reflects some of the HR
Policies in existence in the Municipality as well as the status quo.

LIST OF HR POLICIES STATUS QUO

POLICY COUNCIL RESOLUTION DATE I’
Training policy A72/2022 ~ 29 June 2022 !
Recruitment and Selection of staff policy A72/2022 ~ 29 June 2022
Acting Allowance policy A72/2022 ~ 29 June 2022
Individual Performance Management policy A71/2022 ~ 29 June 2022
Bursary Policy A75/2020 ~ 18 June 2020
Policy on Cellular phones A96/2020 ~ 27 August 2020 ]
Cellular phone contract, data and cellphone allowance policy
Long Service Recognition Policy A292/2018 ~ 26 September 2018
Retention Strategy - A78/2021 ~ 28 July 2021

| Retirement Policy A78/2021 ~ 28 July 2021

‘_Travelling Allowance policy A78/2022 ~ 18 June 2020
Overtime policy - A77/2020 ~ 18 June 2022
Danger Allowance policy A124/2021 ~ 21 October 2021
Group Scheme Insurance policy A145/2020 ~ 26 November 2020
Occupational Health & Safety policy | A48/2021 ~ 24 June 2021
STRATEGY/PLAN COUNCIL RESOLUTION
HR Strategy & Implementation plan 2019-2023 A392/2019~27 June 2019
Employment Equity Plan A 40/2022 ~ 30 March 2022

COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE (SKILLS DEVELOPMENT)
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COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE (SKILLS DEVELOPMENT)

The Municipality recognizes the obligations placed on it by the Skills Development Act to train and develop
employees.

Organizational development entails harnessing the human capital of the municipality through skills development,
occupational health and safety, sound labour relations and employee wellness issues. Skills development is a
compliance matter in terms of the Skills Development Act and the Skills Development Levies Act which requires
employers to budget, plan for (through Workplace Skills Plan), train employees in sector related skills and report
such training as part of the Annual Training Report submitted to LGSETA annually by 30 April each financial year
as well as pay over the Skills Levy to SARS. For the financial year under review, the Municipality submitted the
Workplace Skill Plan and Annual Training Report timeously to comply with LGSETA requirements. The
Municipality further implemented training programmes through assistance from Local Government Services Seta
(LGSETA) mandatory grant, discretionary grant funding and own skills development budget for skills programmes,
Learnerships and short courses. Some of the programmes were initiated and funded by COGTA and SALGA
respectively to ensure Councillors and employees are capacitated. During 2021/2022 an amount of R1 568 192.40
was spent on efficiency development.

In order to ensure that the organization’s effectiveness is increased, the Municipality annually conducts personnel
needs analysis, and makes the necessary provision in the Municipal Budget. Annually a skills gap analysis is
conducted through the submission of Personal Development Plans (PDP’s) after appraisals. Employees are
continuously sent to attend workshops, seminars, skills programmes etc. to improve their capacity. To ensure
effectiveness and efficiency within the organization, the municipality annually develops a Workplace Skills Plan,
after conducting a training needs analysis. It is also a legislative requirement that Workplace Skills Plans and
Annual Training Reports be submitted to Local Government Services Seta by 30 April each year. The necessary
training is then provided depending on the available financial resources.

In line with Minimum Competency Regulations, the Accounting Officer, Chief Financial Officer, Finance Managers
and other Senior managers needs to undergo training to achieve minimum competency levels as set out by
National Treasury. Senior Managers, Middle management, Finance and Supply Chain officials, Finance interns at
Ehlanzeni District Municipality have been put through this training programme for this purpose and to be
compliant with the Municipal Finance Management Act 56 of 2003, Competency Regulation 29967 dated 15 June
2007. A total of 38 officials inclusive of Senior Managers and Finance officials have been found competent in the
relevant Unit Standards as prescribed by National Treasury to date. The Municipality has also extended the
training to the other levels of Management and Supervisors to ensure full competency. The Municipality has also
taken note of the National Treasury circular GNO91 dated 3 February 2017 on the procedures on the
appointment of candidates in Senior Management positions and attainment of minimum competency levels.

The municipality has also given unemployed graduates work-based learning in the form of Internships, Work
based Integrated Learning (WIL programme) and Job Shadowing for high school learning to assist them in gaining
relevant experience to bridge the gap between schooling and work life. Other than internships, students from
various institutions of higher learning are assisted from time to time on request with experiential training in order
for them to obtain their full qualifications.
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A budget is also set aside to advertise various Internship programmes and applicants in the following
fields/disciplines were given an opportunity to apply:

¢ Environmental Management,

Finance

Information Technology

Engineering and any other field at the discretion of the Executive Mayor.

The Municipality also affords its employees an opportunity to study by providing bursaries for formal qualifica-
tions from undergraduate level up to Post graduate level in the various fields related to Local Government or
which are relevant to the core business and support functions of the municipality. This is in an attempt to upskill
employees to be able to take on more responsibilities as they may be expected from time to time.

During the Financial Year under review, Bursaries to the value of R234 782.49 were awarded to a total of 11 offi-
cials. Employees are developed as far as possible to assist them to function effectively as human beings and to
reach their full potential. Further a total 11 external students from the various communities within Ehlanzeni Dis-
trict Municipality jurisdiction were awarded to external students through the Mayoral Bursary Fund to the value
of R374 658.59.

TRAINING AS PER PERSONAL DEVELOPMENT PLANS FOR 2021/22FY

PROGRAMMES | NO OF OFFICIALS
2 MUNICIPAL HEALTH PRACTITIONERS CPD TRAINING 39
2 SECRETARIAL IN-HOUSE WORKSHOP/TRAINING 15
3 IRP5 LEGISLATIVE SEMINAR - o 5
4 | IRP5 SYSTEM LECTURE PRACTICAL WORKSHOP 5
5 | 3RD ANNUAL LG VIRTUAL TALENT MANAGEMENT SEMINAR 2
6 | ISO/IEC 17025:2017 LABORATORY SYSTEMS COURSE 3
7 | GRAP AND ASSET MANAGEMENT SYMPOSIUM B 3 |
8 NATIONAL SKILLS CONFERENCE - 1
9 MISA - MUNICIPAL SPATIAL DEVELOPMENT FRAMEWORKS 4
10 | MONITORING AND EVALUATION COURSE 3 |
11 | 24th SOUTH AFRICAN SOCIETY LABOUR LAW CONFERENCE 2
12 | PAYDAY SYSTEMS ADMINISTRATION WORKSHOP - 2
13 | CPD TRAINING FOR EHP - UNIVERSITY OF JHB 39
14 | IMPSA CONFERENCE 1
15 | CPD TRAINING FOR EHP WITH SAIEH 39
16 | INTERNAL AUDIT & RISK TRAINING ON ASSET MANAGEMENT 2
17 | IRP5 LEGISLATIVE CONFERENCE (PAYDAY) 5
18 | IRP5 WORKSHOP (PAYDAY) 5
19 | LABOUR LAW SEMINAR 3
20 | LOCAL GOVERNMENT MUNICIPAL STAFF REGULATIONS WORKSHOP 1
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PROGRAMMES NO OF OFFICIALS
21 | PERFORMANCE MANAGEMENT 1
22 | PAYDAYHRMODULE o 4
23 | PAYDAY SKILLS MODULE - 4
24 | PAYDAY EMPLOYMENT EQUITY 4
25 | PAYDAY POST MODULE | 4 N
26 | 10th ANNUAL ENVIRONMENTAL CRIMES CONFERENCE 4
27 | OCCUPATIONAL HEALTH & SAFETY | 2
28 | LABORATORY INTERNAL AUDIT COURSE (ISO/IEC 17025:2017) ' 2
29 | PAYDAY LEAVE MODULE - 3
30 | PAYDAY ESS MODULE 3

COUNCILLORS TRAINING AS PER PDP'S FOR 2021/22FY

NO OF COUNCIL-
PROGRAMMES LORS
i INTEGRATED COUNCILLORS INDUCTION PROGRAMME 26
2 MPAC TRAINING ' 10 |
'3 | LEADERSHIP SKILLS PROGRAMME _ i 8
4 REVENUE ENHANCEMENT
5 ELECTRICITY AND ENERGY CLLRS INDUCTION 4

OCCUPATIONAL HEALTH AND SAFETY MATTERS

In line with the Occupational Health and Safety Act, 85 of 1993 and the Compensation for Occupational Injury and
Diseases Act, 130 of 1993, EDM has an obligation to ensure the health and safety of its employees when they are
at work. This is achieved through the provision of safety measures as well as personal protective equipment, in
order to minimize the risk of accidents and injuries in the workplace while discharging their duties.

As of 2020 RSA has been affected by the COVID-19 Pandemic and this has altered the way we used to normally do
things, especially in how certain work procedures are undertaken. This has also led to changes in personal
contacts at work, due to the safety precautionary measures that are in place for the elimination or the reduction
of the spread of the COVID-19 virus. EDM has had its own fair share of experiencing infections among employees,
as a total of 28 positive cases were reported with 102 contacts. The Department of Employment and Labour
issued a number of guidelines for workplaces that employers need to follow in order to safeguard employees at
work against the COVID-19 virus. In this regard, EDM has done well on it by adhering to these guidelines and
ensuring that they are being followed by employees as well as visitors and clients. This was achieved by ensuring
that all who access the institution are issued with a face mask, had their hands sanitized and have their
temperature checked. Furthermore, all over the building hand sanitisers were placed in strategic places in order
for employees to continue with ease sanitize their hands. To comply with the legislative framework from the
Department of Employment and Labour, the OHS unit compiled a detailed OHS plan in order to protect
employees from contracting the COVID-19 virus and to prevent its spread thereof in the institution.
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During the financial year under review, there were three injuries on Duty incidents that were reported, with two
that were minor injuries that did not require medical attention from a medical practitioner or facility. Only one
needed medical attention, and the employee was taken to Medi-clinic for medical treatment. The incident was
reported to the Department of Employment and Labour as the injury was sustained during working hours and the
employee was performing official duties.

As part of the key responsibilities, the Occupational Health and Safety unit has a duty to inspect, visit construction
sites and approve all health and safety files for construction projects that are implemented by the Municipality in
consultation with Technical Services Department. A total of four new construction safety files were approved for
water provision projects funded by the Department of Water and Sanitation together with Ehlanzeni District
Municipality, with Nkomazi Local Municipality as the beneficiary. The OHS Officer monitored progress on the
various construction sites regarding OHS and Environmental compliance as set out in the OHS Act and the
Construction Regulations. There were no major incidents that were reported in all the construction sites except
for work stoppages due to community unrest which subsequently delays the projects.

COMPONENT D: MANAGING THE MUNICIPAL WORKFORCE EXPENDITURE

All the expenditure incurred were in line with the approved salary budget. When the staff establishment is ap-
proved, provision is made in the budget for all the posts which can be filled and the time frames in respect there-
of. No unfunded posts were filled. The Municipality ensures that it recruits employees that are capable of effec-
tively rendering the service towards achieving its strategic goals.

In terms of the policy of Council, no occupied post can be upgraded and therefore no employees had salaries in-
crements due to the positions being upgraded, in other words no automatic promotions are effected. If a position
becomes vacant the normal recruitment processes are followed and internal pool is given preference before an
external recruitment is done. The Job Evaluation process is ongoing and the employees are paid in terms of the
Industrial Council determination. As soon as the job evaluation process has been finalised, the results thereof will
be considered for finalisation and the van der Merwe System (Post levels) will be phased out and the TASK Job
Evaluation System will be implemented with the Wage Curve Agreement after it has been concluded. .

In terms of the Basic Conditions of Employment Act and South African Local Government Bargaining Main Council
Collective Agreement prescribes it certain benefits that employers should offer its employees over and above the
basic salary. This is done to make sure that the employer shows its responsibility to the welfare of its employees
during their employment and upon retirement. The South African Local Government Bargaining Council and its
parties (SAMWU and IMATU) at the Central level on the 15th of September 2021, concluded a multi-year salary
and wage collective agreement deal for the local government sector. The agreement is covering three financial
years from 2021 - 2024 and contains a package of salary based and associated measures. Foremost, in the
package is a multi-year wage deal, pension fund reforms, a financial relief mechanism for municipalities in
financial distress and for the terms of the agreement to be revisited should unforeseen negative economic
circumstances arise in future during the period of the agreement. Further the The Main Collective Agreement
which deals specifically with the Conditions of Service of employees in the Local Government Sector signed by the
Parties in the Bargaining Council for the period 2015-2020 for a five (5) year period from the 1st of July 2015 until
the 30th of June 2020 was extended to June 2023 to allow parties to negotiate for another agreement.
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The personnel administration function located in the HR Unit which is responsible for management of such
benefits which include provision of compulsory and voluntary services in the form of medical aid membership;
pension and provident fund, unemployment insurance fund (UIF), housing subsidy and leave matters. All
permanent employees are beneficiaries of these compulsory benefits. Though some benefits accrue on the basis
of the collective agreement referred above, some benefits e.g. bursaries, travelling allowances are benefit
accorded to employees by virtue of Council’s own discretion.

For retired employees’ provision is made for post-retirement medical aid assistance which necessitates Council to
make appropriate provision in the Municipal budget. An Actuarial valuation each financial year is conducted by
an independent firm to ensure correct assumptions and estimates are made on Post-retirement medical
assistance in all the South African Bargaining Council (SALGBC) accredited medical aid schemes (Keyhealth,
LAHealth, Bonitas, SAMWUMed and Hosmed).

The Municipality as per South African Local Government Bargaining Council (SALGBC) Main Collective Agreement
read with the Mpumalanga Region Collective Agreement on Conditions of Services awarded Long service
recognition to its employees who are in service for 5, 10, 15, 20 years and longer. A total of 44 qualifying
employees were awarded Long Service Recognition Bonuses ranging from 5, 10, 15, 20 and 35 years respectively
during the financial year under review.

INDIVIDUAL PERFORMANCE MANAGEMENT SYSTEMS

The need to implement Individual Performance Management Systems emanated from a resolution by Council to
approve an implement an Individual Performance Management policy which directs and give guidelines on how
to conduct quarterly reviews to all permanent Employees (excluding contractual employees i.e Interns, experien-
tial learning students) of Ehlanzeni District Municipality to ensure growth and development for the individuals as
well as the organization. The overall purpose of the individual Performance Management is to ensure that Eh-
lanzeni District Municipality executes its obligation towards the community as expressed in the Integrated Devel-
opment Plan (IDP) and Service Delivery Budget and Implementation Plan (SDBIP). This will ensure that every em-
ployee has an understanding of how he/ she can contribute towards the attainment of the Vision, Mission, Stra-
tegic Objectives and the District Key Performance Areas.

According to the Local Government: Municipal Systems Act, Act No. 32 of 2000 (MSA)Section 38, a municipality
must (a) establish a performance management system that is- (i) commensurate with its resources; (ii)best suited
to its circumstances; and (iii)in line with the priorities, objectives, indicators and targets contained in its integrat-
ed development plan (IDP);The Municipality is committed to recognize good and exceptional performance of all
employees by rewarding exceptional performance. The individual performance reviews of the Municipal Manager
and Section 56 Managers are guided by the Performance Management Regulations (2006} which sets out how the
performance of municipal managers will be uniformly directed and monitored. The framework also addresses the
job description, employment contract, as well as the performance agreement that is entered into between a mu-
nicipality, its Municipal Manager and the Managers directly accountable to the Municipal Manager.

The job description sets out the main accountabilities and inherent job requirements; the employment contract
provides the terms of employment including regulating the performance bonuses; whereas the performance
agreement provides assurance to the municipal Council of what can and should be expected from the senior
managers.
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Best practice experience in both the private and public sector has proven that performance Management, when
linked to the achievements of the strategy of the institution or organization and rewards/incentives, will improve
performance through the motivation of staff

The Individual Performance Management System (IPMS) was implemented and employees were assessed on their
individual performance for the 2020/21 financial year consolidating all the 4 quarters (1 July 2020 — 30 June 2021)
as per their respective workplans. Prior to the quarterly reviews Individual Performance Agreements for the
2020/21 financial year were signed by and in between individual employees, direct supervisors and Departmental
Managers.

The Performance Recognition and Rewards Committee (PRRC) was established by Council to fulfil its mandate in
accordance to the Performance Rewards and Incentive Policy of council, to Moderate Scores between Annual Per-
formance Scores between 70 -100 %, Appraise and moderate the 2020/21 Annual Performance Review Reports
independently after the management has presented the reports to the Committee; Review and validate the over-
all assessment scores and POE across all departments in EDM and recommend officials who qualify and who does
not qualify for the incentive bonuses after the correctness and validity of assessments are checked; Test the fair-
ness, quality and consistency in the application of the norms and standards vertically as well as horizontally; and
identify discrepancies and deviation in the application of the norms and standards of the IPM policy.

The moderation was based on Validated Annual Individual Reports, Presentations and submissions made by Gen-
eral Managers and direct Supervisors for employees eligible for a performance incentive and in line with Council’s
relevant policies, regulations and transcripts. Continuous workshops were conducted on the implementation of
the electronic system accordingly. No individuals were identified for poor performance during the 2020/21 FY
reviews. Due to the Disaster Management Act regulations for Covid-19, Ehlanzeni District Municipality could not
conduct its Annual Performance, Recognition Awards Ceremony.to recognize the excellence performance and
selfless services rendered by individuals, teams, Councillors and departments to ensure that they continue to
strive to excel and ensure the best standard of living for our communities within the district.

Due to the COVID -19 pandemic, the Municipality was not able to implement Employee support programmes or
activities in groups but nevertheless there was one case that was handled confidentially through the referral
process received and brought to the attention of Human Resource Unit that affected the relevant employee
wellbeing as well as work performance. The affected employee was then assisted by appointing a professional
counsellor

Employee related costs (salaries, allowances, leave payout and benefits of Councillors) are disclosed in the
Audited Annual Financial Statements as attached. Remuneration of Councilors and Senior Managers (Section 56)
is within the determined Gazetted upper limits and other officials are within SALGBC Collective Bargaining

determinations.
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CHAPTER 5

This review sets out performance for the year ending 30 June 2022. The financial results once more demonstrated
that the municipality is committed in supporting its local municipalities in addressing service delivery backlogs
and challenges though it remained under pressure due to the very limited financial resources.

FINANCIAL PERFORMANCE

The overall summarized operating results in comparison with the approved budget are shown below. The state-
ment of financial performance reflects a summary of income and expenditure as presented in appendix E (1) of
the Annual Financial Statements for the year ending 30 June 2022.

Explanations for the variances are included in note 39 contained in the Audited Annual Financial Statements for
the year ended 30 June 2022.

5.1 Financial Performance

Description Approved budget Actual 2021/2022 variance %
Rental of Facilities 646 000 181578 -71,89%
Interest Received 8 600 000 7210176 -16,16%
Dividends received 164 000 153132 -6,63%
Grants & Subsidies 281535000 281665539 0,05%
‘Other Income 852 000 656 236 -22,98%
Total Revenue (Excluding capital

transfers) 291797000 289 866 661 -0,66%
Employee Costs 163120378 162717 867 -0,25%
Councillors Remuneration 17327992 17320179 -0,05%
Audit Fees 2394052 2393472 -0,02%
:Depreciation & Amortisation 11670873 11325943 -2,96%
Finance Costs 16175091 16173 758 -0,01%
.Provision for bad debts 4 681 894 4681 889 0,00%
Repairs and Maintenance 5114425 5111874 -0,05%
Contracted Services 28 654990 28070230 -2,04%
‘General Expenses 36139093 35970539 -0,47%
Total Expenditure 285278788 283765 751 -0,53%
Operating surplus 6518212 6100910 -6,40%
.Grants & Subsidies -15 590 166

.Gains/(loss) on disposal of assets 276020 -44 002 -115,94%
Gains/(loss) on fair value adjustrn -443 335 -443 269 -0,01%
Actuarial gains 751000 751 000 0,00%
Surplus/(Deficit) for the year 7101897 -9 225 527 -229,90%
5.2 Financial Position

Description Approved budget Actual 2021/2022 variance %
‘Total Current Assets 64715887 145742575 125,20%
Total Non-Current Assets 312518008 339610595 8,67%
Total Current Liabilities 33451248 86632176 158,98%
Total Non-Current Liabilities 131803336 130627191 -0,89%
‘Equity 147263424 122351228 -16,92%
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5.3 Cash Flows

Description Approved budget Actual 2021/2022 variance %
Net cash flow from operating
activities -11432 229 8577554 -175,03%
Net cash flow from investing
activities -6430000 -590999 -90,81%
Net cash flow from financing
activities -7717 257 -7 406 099 -4,03%

5.4 Actual Performance vs. Approved Capital Budget

The full details of the financial performance, position and cash flows are contained in the Audited Annual Finan-
cial Statements for the year ended 30 June 2022 as contained in Volume Il of this Annual Report.

Description Approved budget Actual 2021/2022 variance %
Internally generated funds 35799 056 17303 678 -51,66%
‘Conditional grants 2371000 2371000 0,00%
Total source of capital funds 38170056 19674 678 -48,46%
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CHAPTER 6 AUDITOR-GENERAL’S AUDIT FINDINGS
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The Accounting Officer
Ehlanzeni District Municipality
P.O Box 3333

Mbombela

1200

01 December 2022
Reference: 09154REG21/22

Dear Madam

Report of the Auditor-General on the financial statements, annual performance report,
compliance with legislation and other legal and regulatory requirements of Ehlanzeni
District Municipality for the year ended 30 June 2022

1. The above-mentioned report of the Auditor-General is submitted herewith in terms of section
21(1) of the Public Audit Act No. 25 of 2004 {PAA) read in conjunction with section 188 of
the Constitution of the Republic of South Africa section 126(3) of the Municipal Finance
Management Act 56 of 2003 (MFMA).

2. Interms of section 121(3) of the MFMA you are required to include the audit report in the
municipality’s annhual report to be tabled.

3. Prior to printing or copying the annual report which will include the audit report you are
required to do the following:

* Submit the final printer’s proof of the annual report to the relevant senior manager of the
Auditor-General of South Africa for verification of the audit-related references in the audit
report and for confirmation that the financial statements, annual performance report and
other information are those documents that have been read and audited. Special care
should be taken with the page references in your report, since an incorrect reference
could have audit implications.

o The signature Auditor-General in the handwriting of the auditor authorised to sign the
audit report at the end of the hard copy of the audit report should be scanned in when
preparing to print the report. This signature, as well as the place and date of signing and
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in
the hard copy that is provided to you. The official logo will be made available to you in
electronic format.

4. Please notify the undersigned Business Executive / Senior Manager well in advance of the
date on which the annual report containing this audit report will be tabled..

5. The confidentiality of information obtained in an engagement must be observed at all times.
In terms of section 50 of the PAA and the international Code of Ethics for Professional
Accountants of the internationai Ethics Standards Board for Accountants (inciuding
International Independence Standards), the AGSA, or an audit firn appolnted in terms of
saction 25 of the PAA, may not disclose or make available any information obtained during
an audit, other than the final auditor's report, to any third party unless this is to a legislature
or internal committee of a legislature or a court in a criminal matter and the disclosure has
been approved by the auditee and the Auditor-General.

Audliting to build public confidence

R, Auditarfennen! Ropublic of South Africa
VIWW.ag50.c0.20



6. Until the steps described in paragraphs 2 and 4 of this document are completed and the
annual report is tabled as required by section 127(2) of the MFMA, the audit report is not a
final and public document and you are therefore requested to treat it as confidential.

7. Your cooperation to ensure that all these requirements are met would be much appreciated.

Kindly acknowledge receipt of this letter.

Yours sincerely

Signed

!

?ﬂ* Nosisa
Nashveer Goordeen
Senior Manager: Mpumalanga

Enquiries:Hlulani Nkwinika-Malope
Telephone:  (013) 756 0800



Report of the auditor-general to the Mpumalanga Provincial Legislature
and the council on the Ehlanzeni District Municipality

Opinion

1. 1 have audited the financial statements of the Ehianzeni District Municipality set out on
pages 7.to 76 which comprise the statement of financial position as at 30 June 2022,
statement of financial performance, statement of changes in net assets, statement of cash
flows and statement of comparison of budget information with actual information for the
year then ended, as well as notes to the financial statements, including a summary of
significant accounting policies.

2. In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Ehlanzeni District Municipality as at 30 June 2022, and its financial
performance and cash flows for the year then ended in accordance with the Standard of
Generally Recognised Accounting Practise (GRAP) and the requirements of the Municipal
Finance Management Act 56 of 2003 (MFMA) and the Division of Revenue Act 9 of 2021
(Dora).

Basis for opinion

3. | conducted my audit in accordance with the Intemational Standards on Auditing (ISAs). My
responsibilities under those standards are further described in ths auditor-general’s
responsibilities for the audit of the financial statements section of my report.

4. lam independent of the municipality in accordance with the International Ethics Standards
Board for Accountants’ International code of ethics for professional accountants (including
International Independence Standards) (IESBA code) as well as other ethical requirements
that are relevant to my audit in South Africa. | have fulfilled my other ethical responsibilities
in accordance with these requirements and the IESBA code.

5. Ibelieve that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my opinion.

Emphasis of matters

6. | draw attention to the matters below. My opinion is not modified in respect of these
matters.




7. As disclosed in note 39 to the financial statements, the corresponding figures for 30 June
2021 were restated as a result of an error in the financial statements of the municipality at,
and for the year ended, 30 June 2022.

8. As disclosed in note 4 of the financial statements, a material impairment of R11 243 782
was incurred as a result of a provision to write off debtors as irrecoverabie.

8. Asdisclosed in note 28.2 to the financial statements, the municipality incurred irregular
expenditure of R690 694, as it did not follow a proper tender process.

Other matters

10. | draw attention to the matters below. My opinion is not modified in respect of this matter

11. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose
particulars of non-compliance with the MFMA in the financial statements. This disclosure
requirement did not form part of the audit of the financial statements and, accordingly, | do
not express an opinion on it.

Responsibilities of the accounting officer for the financial statements

12. The accounting officer is responsible for the preparation and fair presentation of the
financial statements in accordance with GRAP and the requirements of the MFMA, and for
such internal control as the accounting officer determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

13. In preparing the financial statements, the accounting officer is responsible for assessing the
municipality’s ability to continue as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concemn basis of accounting uniess the
appropriate governance structure either intends to liquidate the municipality or to cease
operations, or has no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financizal statements

14. My objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor's report that includes my opinion. Reasonable assurance is a high level of
assurance but is not a guaraniee that an audit conducted in accordance with the ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in aggregate, they could reasonably



be expected to influence the economic decisions of users taken on the basis of these
financial statements.

15, A further description of my responsibilities for the audit of the financial statements is
included in the annexure to this auditor’s report.

Introduction and scope

16. In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in
terms thereof, | have a responsibility to report on the usefulness and reliability of the
reported performance information against predetermined objectives for selected objectives
presented in the annual performance report. | performed procedures to identify material
findings but not to gather evidence to express assurance.

17. My procedures address the usefulness and reliability of the reported performance
information, which must be based on the municipality's approved performance planning
documents. | have not evaluated the completeness and appropriateness of the
performance indicators included in the planning documents. My procedures do not examine
whether the actions taken by the municipality enabled service delivery. My procedures do
not extend to any disclosures or assertions relatirig to the extent of achievements in the
current year or planned performance strategies and information in respect of future periods
that may be included as part of the reported performance information. Accordingly, my
findings do not extend to these matters.

18. | evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the performance management and reporting
framework, as defined in the general notice, for the following selected objectives presented
in the municipality’s annual performance report for the year ended 30 June 2022;

Objectives Pages in the annual
performance report

38 - 45

Strategic objective 5 — support local municipalities in specific
areas of need

19. | performed procedures to determine whether the reported performance information was
properly presented and whether performance was consistent with the approved
performance planning documents. | performed further procedures to determine whether the
indicators and related targets were measurable and relevant, and assessed the reliability of
the reported performance information to determine whether it was valid, accurate and
complete.



20. | did not identify any material findings on the usefulness and reliability of the reported
performance information for this objective:

s Strategic objective 5 — support local municipalities in specific areas of need

21, Refer to the annual performance report on pages 30 to121for information on the
achievement of planned targets for the year.

Introduction and scope

22. In accordance with the PAA and the general notice issued in terms thereof, | have a
responsibility to report material findings on the municipality's compliance with specific
matters in key legislation. | performed procedures to identify findings but not to gather
evidence to express assurance.

23. | did not identify any material findings on compliance with the specific matters in key
legislation set out in the general notice issued in terms of the PAA.

24. The accounting officer is responsible for the other information. The other information
comprises the information included in the annual report. The other information does not
include the financial statements, the auditor’s report and those selected objectives
presented in the annual performance report that have been specifically reported in this
auditor's report.

25. My opinion on the financial statements and findings on the reported performance
information and compliance with legislation do not cover the other information and | do not
express an audit opinion or any form of assurance conclusion on it.

26. In connection with my audit, my responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial
statements and the selected objectives presented in the annual performance report, or my
knowledge obtained in the audit, or otherwise appears to be materially misstated.

27. If, based on the work | have performed, ! conclude that there is a material misstatement in
this other information, | am required to report that fact.

28. | have nothing to report in this regard.




29. | considered internal control relevant to my audit of the financial statements, reported
performance information and compliance with applicable legislation; however, my objective
was not to express any form of assurance on it.

30. | did not identify any significant deficiencies in internal control.

Aup | Ton - GENELAL

Mbombela

30 November 2022
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Annexure - Auditor-general’s responsibility for the audit

1. As part of an audit in accordance with the ISAs, | exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements and the
procedures performed on reported performance information for selected objectives and on the
municipality’s compliance with respect to the selected subject matters.

Financial statements

2. In addition to my responsibility for the audit of the financial statements as described in this
auditor’s report, | also:

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

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

+ evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the accounting officer

e conclude on the appropriataness of the accounting officer’s use of the going concern basis
of accounting in the preparation of the financial statements. | also conclude, based on the
audit evidence obtained, whether a material uncertainty exists relating to events or
conditions that may cast significant doubt on the ability of the Ehlanzeni District Municipality
to continue as a going concern. If | conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to the related disclosures in the financial
statements about the material uncertainty or, if such disclosures are inadequate, to modify
my opinion on the financial statements. My conclusions are based on the information
available to me at the date of this auditor's report. However, future events or conditions
may cause a municipality to cease operating as a going concern

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

Communication with those charged with governance

3. | communicate with the accounting officer regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that | identify during my audit.



4. |also provide the accounting officer with a statement that | have complied with relevant
ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence and, where applicable, actions taken to eliminate threats or safeguards
applied.
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AUDIT ACTION PLAN TO ADDRESS AUDITOR-GENERAL FINDINGS FOR 2021/22
FINANCIAL YEAR

1. Introduction

The Auditor General has concluded the audit process for the financial year ended 30 June
2022, and an audit report as well as a management report has been received by the
municipality on 30 November 2022.

The audit opinion expressed by the Auditor General on the audit report for the year under
review is unqualified opinion with no material findings.

It is therefore a requirement in accordance with Section 131 of the Municipal Finance
Management Act, 56 of 2003 that whenever there are audit findings that where not resolved
during the audit process which have been outlined on the audit and management reports, the
municipality must address the issues or findings raised by the Auditor-General. Furthermore,
the Executive Mayor must ensure compliance with this legal requirement of ensuring the
findings or issues raised by the Auditor-General are addressed.

2. Overview of the audit findings

A total of 14 audit findings were raised by the Auditor-General during the audit process and
the table below provides the synopsis of the audit findings raised by the Auditor-General;

Functional Area or Component Number of | Number of | Number of | Number of
Findings Recurring | Findings Findings
Raised Findings Resolved Unresolved
During
| B Audit
1. Human Resources Management 0 0 0
2. Supply Chain Management 4 1 1 3
3. Performance Management 0 0 0 0
4. Financial Management 10 0 7 3
5. Leadership and Governance l 0 0 0 0
6. Infformation and Communication 0 0 0 0
Technology _
7. Project Management 0 . 0 0
Total - 14 | 1 8 6




Nonetheless these audit findings had been raised by the Auditor-General mostly as a resuilt
of internal control deficiencies, affecting the financial information disclosed on the annual
financial statements.

Furthermore, the Auditor General has identified one emerging risk relating to accounting by
Principals and Agents in line with GRAP 109 which will requires to be assessed and mitigation
measures be implemented as part of the audit action plan.

The most of the misstatements revealed by the audit process have been corrected, and both
the annual financial statements has been adjusted before the finalisation of the audit process.

3. Preparation and Implementation of the audit action plan

It is imperative that the audit action plan be prepared to address the audit findings raised and
the emerging risk identified by the Auditor-General. The management should implement the
audit action plan by not later than 31 August 2023 as the recurring of some of these audit
findings might result in material findings which have a potential of negatively affecting the
forthcoming audit outcome.

The focus of the planned activities or actions by the management when preparing this audit
action plan is to address the root causes that have caused the internal control deficiencies
and the non-compliance with the legislative and regulatory framework.

The governance structures should provide assurance to both management and political
leadership on the responsibility and accountability on the implementation of the audit action
plan so that the plan is implemented as intended.

The detailed audit action plan is therefore presented on the table below:
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CHAPTER 7 OVERSIGHT COMMITTEE REPORT

The Oversight Committee Report will only be available after the Draft Annual Report has been referred to the said
Committee by Council to look into it. With the representations from the communities if there are any, they will be
able to generate a report thereon.
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APPENDICES

Appendix A: Councillors; Committee Allocation and Council Attendance
Appendix B: Committee and Committee purposes

Appendix C: Third Tier Administrative Structure

Appendix D: Functions of the Municipality

Appendix E: Recommendations of the Municipal Audit Committee

Page |142



APPENDIX A

FINANCIAL YEAR 2021-2022
(JULY 2021-OCTOBER 2021)

TOTAL MEETINGS
COUNCILLOR PARTY ATTENDED
1 | GCB Anthony Democratic Alliance 03
2 | TM Charles African National Congress 04
3 M Chembeni-Sahi African National Congress 04
4 KC Chuene Economic Freedom Fighters 02
5 MJ Hlophe African National Congress 03
6 LE Khosa African National Congress 01
7 NC Khoza African National Congress 04
8 TS Khoza African National Congress 03
9 JJ Khoza African National Congress 03
10 | RE Khumalo African National Congress 04
' 11 | J Ligthelm Democratic Alliance 03
12 | NL Lukhele African National Congress 02
13 | PC Luphoko African National Congress 01
14 | TG Mabuza African National Congress 04
15 | M Mahlangu African National Congress 03
16 | V Malatjie Economic Freedom Fighters 04
17 | TR Manyisa African National Congress 03
18 | JB Mashaba African National Congress 00
19 | E Mashele African National Congress 04 |
20 | S Mashigo-Sekgobela African National Congress 03
21 | L Matsie Bushbuckridge Residents Association 00
[ 22 | DL Masilela African National Congress 04
| 23 | TE Masilela African National Congress 04
24 | P Gubhayi African National Congress 00
25 | G Mathebula African National Congress 02
26 | M Mathebula African National Congress 00
27 | NV Mathobela Democratic Alliance 02
28 | SP Mathonsi African National Congress 00
29 | MJ Mavuso African National Congress 03
30 | LP Mbambo African National Congress 04
31 | PP Mbowane African National Congress 04
32 | LS Mhaule African National Congress 00
33 | PCW Minnaar Democratic Alliance 04
34 | ML Mkhabela ___African National Congress 04
35 | ET Mkhabela African National Congress 04
36 | LS Mkhatshwa African National Congress 03
37 | JM Mkhatshwa African National Congress 00
38 | GP Mkhombo Democratic Alliance 01
39 | MN Mlambo African National Congress 01
40 | MJ Mnisi African National Congress 04
41 | ML Mnisi African National Congress 02
42 | GN Mogiba African National Congress 03
43 | GM Moyana Democratic Alliance L 04
44 | MJ Morema African National Congress 03
45 | GM Mthombo African National Congress 00
46 | AS Mthunywa African National Congress 02
| 47 | DM Khoza Economic Freedom Fighters 02
| 48 | MF Nkadimeng African National Congress 00




TOTAL MEETINGS
COUNCILLOR PARTY ATTENDED
49 | M Nkuna African National Congress 03
50 | CS Nxumalo African National Congress 00
51 | MS Phelephe African National Congress 00
52 | QhibiR Economic Freedom Fighters 00
53 | GP Raphiri African National Congress 02
54 | EIT Shabangu African National Congress 03
55 | LC Shakwane African National Congress 03
56 | BC Shongwe Economic Freedom Fighters 00
57 | MR Shongwe African National Congress 02
58 | TB Sibuyi African National Congress 04
59 | J Sidell African National Congress 02
60 | NP Thabane African National Congress 02
[ 61 | LT Vuma African National Congress 03
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APPENDIX A

FINANCIAL YEAR 2021-2022

(NEWLY ELECTED COUNCILLORS - NOVEMBER 2021-JUNE 2022)

TOTAL MEETINGS
COUNCILLOR PARTY ATTENDED
1 S Couvaras Democratic Alliance 08
2 | SP Chauke Economic Freedom Fighters 08
3 M Chembeni-Sahi Affican National Congress 09
4 KC Chuene Economic Freedom Fighters 08
5 PP Chima African National Congress 09
6 VS Gwebu Economic Freedom Fighters 09
7 NC Khoza African National Congress 09
8 TS Khoza African National Congress 09
9 RE Khumalo African National Congress 09
10 | J Ligthelm Democratic Alliance 09
11 | ET Mabuza African National Congress 09
12 | EE Mabunda African National Congress 04
13 | M Maganga African National Congress 09
14 | HK Malomane African National Congress 08
15 | TE Mabhlalela African National Congress 06
16 | SO Makhubela African National Congress 05
17 | SJ Manana African National Congress 02
18 | DC Masilela African National Congress 06
19 | MJ Mavuso African National Congress 09
20 | AM Mathebula African National Congress 05 N
21 | E Mathebula ISANCO 09
22 | NV Mathobela Democratic Alliance 08
23 | IS Mashava African National Congress 08
24 | S Mashigo-Sekgobela African National Congress 06
25 | PCW Minnaar Democratic Alliance 08
26 | CM Mohlala African National Congress 08
27 | CM Mokoni African National Congress 07
28 | ML Monareng ISANCO 09
29 | MJ Morema African National Congress 05
30 | F Mbhandze African People’s Convention 08
31 | SB Mgiba Economic Freedom Fighters 09
32 | RB Mhlaba African National Congress 07
33 | ZA Mdhluli African National Congress 08
34 | ND Ndlovu Economic Freedom Fighters 08
35 | MJ Mnisi African National Congress 08
36 | RN Mphika African National Congress 09
37 | K Nukeri African National Congress 04
38 | B Ngobeni-Khumalo African National Congress 08
39 | LP Ngomane African National Congress 06
40 | TE Ngomane African National Congress 09
41 | MF Nkadimeng African National Congress 04
42 | RN Nkomo Economic Freedom Fighters 08
43 | LF Nkosi African National Congress 08 |
44 | M Nkuna African National Congress 07
45 | SB Nkuna Economic Freedom Fighters 09
46 | CS Nxumalo African National Congress 02
47 | VI Nyambi African National Congress 07
| 48 | MMS Preddy Democratic Alliance 08




TOTAL MEETINGS

COUNCILLOR PARTY ATTENDED

49 | R Qhibi African National Congress 06

50 | KP Robertson Freedom Front Plus 05

51 | C Sebamba B African National Congress 09

52 | PT Selowe African National Congress 07

53 | TB Sibuyi African National Congress 09

54 | HX Sifunda Economic Freedom Fighters 07

55 | J Sidell African National Congress 06

56 | HE Sihlabela African National Congress 07

57 | GS Siwela African National Congress 07

58 | S Sithole African National Congress 08

59 | R Shabangu African National Congress 05

60 | LC Shakwane African National Congress 04

61 | SR Schormann Democratic Alliance 07

62 | MR Shongwe African National Congress 05 -
63 | HP Thobakgale BBR Locals Movement 04 B
64 | SA Thobela Economic Freedom Fighters 09

65 | M van der Westhuizen Freedom Front Plus 09
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APPENDIX B

ATTENDANCE OF COUNCILLORS FOR PORTFOLIO MEETINGS: JULY 2021 — OCTOBER 2021

CORPORATE SERVICES
COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED

1 Councillor MJ Mavuso African National Congress 5
2 Councillor TM Charles African National Congress 5
3 Councillor G Mathebula African National Congress 3
4 Councillor TM Mthombo African National Congress 1
5 Councillor V Malatjie Economic Freedom Fighters 5
6 Councillor GCB Anthony Democratic Alliance 5

LED, TOURISM AND RURAL DEVELOPMENT

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor MJ Morema African National Congress 1
2 Councillor ET Mkhabela African National Congress 1
3 Councillor ML Mnisi African National Congress 1
4 Councillor PC Luphoko African National Congress 0
5 Councillor TE Masilela African National Congress 1
6 Councillor ML Mkhabela African National Congress 0
7 Councillor P Minnaar Democratic Alliance 1
8 Councillor DM Khoza Economic Freedom Fighters 0

TECHNICAL SERVICES

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor M Nkuna African National Congress 2
2 Councillor JB Mashaba African National Congress 1
3 Councillor GN Mogiba African National Congress 2
4 Councillor L Vuma African National Congress 2
5 Councillor DM Khoza Economic Freedom Fighters 1
6 Councillor L Shakwane African National Congress 2
7 Councillor P Gubayi African National Congress 2
8 Councillor LP Mbambo African National Congress 2
9 Councillor GP Mkhombo Democratic Alliance 2
10 | Councillor EM Madiba Bushbuckridge Residents Association 1
FINANCE AND SUPPLY CHAIN MANAGEMENT
i COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor MJ Mnisi African National Congress 4
2 Councillor M Chembeni- African National Congress 4
Sahi

3 Councillor NL Lukhele African National Congress 4
4 Councillor M Mahlangu African National Congress 3
5 Councillor LP Mbambo African National Congress 3
6 Councillor AS Mthunywa African National Congress 1




SOCIAL SERVICES

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor S Mashigo- African National Congress 1
Sekgobela
2 Councillor P Gubayi African National Congress 1
3 Councillor MJ Hlophe African National Congress 1
4 Councillor TG Mabuza African National Congress 1
5 Councillor GP Raphiri African National Congress 1
6 Councillor MG Moyana Democratic Alliance 1
7 Councillor NV Mathobela Democratic Alliance 0

DISASTER MANAGEMENT AND PUBLIC SAFETY

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor TR Manyisa African National Congress 1
2 Councillor DL Masilela African National Congress 1
3 Councillor LE Khoza African National Congress 1
4 Councillor SL Mkhatshwa African National Congress 1
5 Councillor PP Mbowane African National Congress 1
6 Councillor P Minnaar Democratic Alliance 1
7 Councillor GCB Anthony Democratic Alliance 1
8 | Councillor R Qhibi Economic Freedom Fighters 1

MUNICIPAL HEALTH AND ENVIRONMENTAL MANAGEMENT

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor MR Shongwe African National Congress 1
2 Councillor TB Sibuyi African National Congress 1
3 Councillor M Mahlangu African National Congress 1
4 Councillor E Mashele African National Congress 1
5 Councillor V Malatjie Economic Freedom Fighters 1
6 Councillor GP Mkhombo Democratic Alliance 1
7 Councillor NV Mathobela Democratic Alliance 1
8 Councillor MS Phelephe African National Congress 1




APPENDIX B

ATTENDANCE OF COUNCILLORS FOR PORTFOLIO MEETINGS: NOVEMBER 2021 — JUNE 2022
(NEWLY ELECTED COUNCIL)

CORPORATE SERVICES
COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED

1 Councillor MJ Mavuso African National Congress 7 ]
2 Councillor SJ) Manana African National Congress 4

3 Councillor TE Ngomane African National Congress 7

4 Councillor LP Ngomane African National Congress 4

5 Councillor D Masilela African National Congress 2

6 Councillor AM Mathebula African National Congress 7

7 Councillor S Chauke Economic Freedom Fighters 6

8 Councillor ML Monareng ISANCO 6

9 Councillor S Couvaras Democratic Alliance 5

LED, TOURISM AND RURAL DEVELOPMENT

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor PT Selowe African National Congress 2
2 Councillor CM Mokoni African National Congress 2
3 Councillor C Sabamba African National Congress 2
4 Councillor S Sithole African National Congress 2
5 Councillor BN Ngobeni African National Congress 2
6 Councillor P Minnaar Democratic Alliance 2
7 Councillor E Mathebula ISANCO 2
8 Councillor B Sifunda Economic Freedom Fighters 2

TECHNICAL SERVICES

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor M Nkuna African National Congress 3
2 RB Mhlaba African National Congress 3
3 HK Malomane African National Congress 3
4 IS Mashava African National Congress 2
5 SO Makhubela African National Congress 2
6 ML Monareng ISANCO 3
| 7 SR Schormann Democratic Alliance 3
8 S Nkuna Economic Freedom Fighters 2




FINANCE AND SUPPLY CHAIN MANAGEMENT

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 | M Chembeni-Sahi African National Congress 5
2 PP Chima African National Congress 5
3 NC Khoza African National Congress 4
4 IS Mashaba African National Congress 5
5 EE Mabunda African National Congress 5
6 M van der Westhuizen Freedom Front Plus 4
7 VS Gwebu Economic Freedom Fighters 3
| 8 MS Preddy Democratic Alliance 5 |
SOCIAL SERVICES
COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor S Mashigo-Sekgobela African National Congress 3
2 Councillor CM Mohlala African National Congress 3
3 Councillor RS Shabangu African National Congress 3
4 Councillor EE Mabunda African National Congress 2
5 Councillor ND Ndlovu Economic Freedom Fighters 3
6 Councillor M van der Westhuizen Freedom Front Plus 3
7 Councillor N Mathobela Democratic Alliance 3
| 8 Councillor HP Thobakgale BBR Locals Movement 3
DISASTER MANAGEMENT AND PUBLIC SAFETY
COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor M Nkuna (Acting MMC African National Congress 1
for 3" quarter)
2 Councillor LC Shakwane (MMC) African National Congress 1
3 Councillor NM Maganga African National Congress 2
4 Councillor TE Mahlalela African National Congress 0
5 Councillor HE Sihlabela African National Congress 2
6 Councillor K Nukeri African National Congress 1
7 Councillor KP Robertson Freedom Front Plus 1
8 Councillor JH Ligthelm Democratic Alliance 2
9 Councillor S Thobela Economic Freedom Fighters 2

MUNICIPAL HEALTH AND ENVIRONMENTAL MANAGEMENT

COUNCILLOR PARTY TOTAL MEETINGS
. ATTENDED
1 | Councillor MR Shongwe African National Congress 2
2 Councillor ZA Mdhluli African National Congress 2
3 Councillor TB Sibuyi African National Congress 2
[ 4 Councillor LF Nkosi African National Congress 1
5 Councillor KP Robertson Freedom Front Plus 0
6 Councillor MS Preddy Democratic Alliance 2
7 Councillor R Nkomo Economic Freedom Fighters 2
8 Councillor E Mathebula ISANCO 2




STRATEGIC SERVICES

COUNCILLOR PARTY TOTAL MEETINGS
ATTENDED
1 Councillor ET Mabuza African National Congress 7
2 Councillor TB Sibuyi African National Congress 7
3 Councillor HE Sihlabela African National Congress 7
4 Councillor NC Khoza African National Congress 7 Bl
5 Councillor EE Mabunda African National congress 5
6 Councillor R Qhibi Economic Freedom Fighters 4
7 Councillor SR Schormann Democratic Alliance 7
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APPENDIX D

POWERS AND FUNCTIONS OF THE MUNICIPALITY

84. Division of functions and powers between district and local municipalities —

(1) A district municipality has the following functions and powers-

(a)

(b)
(c)

(d)
(e)

(f)
(g)
(h)
(i)
(i)
(i)

(k)
(1)

(m)

(n)
(0)
(p)

Integrated development planning for the district municipality as a whole, including a framework
for integrated development plans of all municipalities in the area of the district municipality.
Potable water supply systems.

Bulk supply of electricity, which includes for the purposes of such supply, the transmission,
distribution and, where applicable, the generation of electricity.

Domestic waste-water and sewage disposal systems.

Solid waste disposal sites, in so far as it relates to-

(i) The determination of a waste disposal strategy;

(i) The regulation of waste disposal;

(iii) The establishment, operation and control of waste disposal sites, bulk waste transfer
facilities and waste disposal facilities for more than one local municipality in the district.
Municipal roads which form an integral part of a road transport system for the area of the district

municipality as a whole.

Regulation of passenger transport services.

Municipal airports serving the area of the district municipality as a whole.

Municipal health services.

Fire fighting services serving the area of the district municipality as a whole, which includes-
Planning, co-ordination and regulation of fire services;

(ii) Specialised fire fighting services such as mountain, veld and chemical fire services;

(ii) Co-ordination of the standardization of infrastructure, vehicles, equipment and procedures;
(iv) Training of fire officers.

The establishment, conduct and control of fresh produce markets and abattoirs serving the area
of a major proportion of the municipalities in the district.

The establishment, conduct and control of cemeteries and crematoria serving the area of a major
proportion of municipalities in the district.

Promotion of local tourism for the area of the district municipality.

Municipal public works relating to any of the above functions or any other functions assigned to
the district municipality.

The receipt, allocation and, if applicable, the distribution of grants made to the district
municipality.

The imposition and collection of taxes, levies and duties as related to the above functions or as
may be assigned to the district municipality in terms of national legislation.



APPENDIX E

AUDIT COMMITTEE RECOMMENDATIONS FOR THE FINANCIAL YEAR 2021/22

The Audit Committee which serves as an advisory body of Council comprising of 5 external members have met 4 times
during the year under review to execute their oversight role on Internal Control, Risk Management, Financial
Management, Performance Management and Governance matters in line with Section 166 of the Municipal Finance
Management Act.

Committee Membership and Attendance:

| Name of Member Position Number of Attended
| Mr M Secker Chairperson 4 meetings
Mrs Z Sibanda Member 4 Meetings |
Ms S Lubisi Member 4 Meetings
Mr S Mabilane Member 3 Meetings
Mr K Mokoena Member 4 Meetings

THE EFFECTIVENESS OF INTERNAL CONTROLS AND INTERNAL AUDIT

THE AUDIT COMMITTEE WAS PRESENTED WITH THE FOLLOWING REPORTS BY THE INTERNAL AUDIT UNIT,
WHICH ARE IN LINE WITH THE APPROVED AUDIT PLAN FOR THE FINANCIAL YEAR 2021/22:

i.  Internal Audit Report on the Annual Performance Report for financial year 2021/22
ii.  Internal Audit Report on the Annual Financial Statement for the year ending 30 June 2022
iii.  Follow-Up on Internal Audit Findings
iv.  Internal Audit Report on Performance Management 15t Quarter, Mid-Term and 3% Quarter of 2021/22
v.  Internal Audit Report on Supply Chain Management Process (Including PPE Procurement)
vi.  Dashboard on key Controls (4" Quarter 2020/21 and Mid-Term 2021/22)

We are pleased to report to Council that we have reviewed the Internal Audit Reports and that these reports provide
assurance that the Municipality's internal control systems are effectively managed and controlled, we however urge
management to ensure that the minor and significant findings reported by Internal Audit are effectively resolved as agreed
by management, to strengthen the overall internal control system of the municipality. The Committee also urges Internal
Audit to continue to do follow-up reviews to monitor the implementation progress of the recommendations and should
thus report its findings to the Audit Committee.

ANNUAL FINANCIAL STATEMENTS OF EHLANZENI DISTRICT MUNICIPALITY FOR THE YEAR ENDED 30 JUNE
2022

Section 166 (2) (b) of the MFMA requires the Audit Committee to respond by reviewing the annual financial statements
so as to provide Council of the municipality with an authoritative and credible view into the financial position of the
municipality, its efficiency and effectiveness and its overall level of compliance with this Act, the annual Division of
Revenue Act and any other applicable legislation.

The Audit Committee has upon reviewing the Annual Financial Statements made the following observations and
recommendations which are to be considered before submission of the AFS's to the Auditor General for audit purposes:

e that the Audit Committee's inputs and comments made on the draft AFS for the year ended 30 June 2022 will be
incorporated prior to submission of the AFS to the Auditor General on the 315t August 2022,

e the final version of the AFS will be sent in a PDF format with tracking notes to the Audit Committee members to
enable the members to track the proposed changes; and

 the final version AFS be sent together with the accounting policy on prior year errors and changes in prior year
estimates.



The Audit Committee thanked the CFO and the entire Management team for the effort put into documenting the Annual
Financial Statements for the 2021/22 financial year and wished the Municipality well for the upcoming audit by Auditor-
General South Africa, hoping that the Municipality will attain yet another clean audit opinion.

RISK MANAGEMENT

In terms of section 166 (2) (a) (ii) of the Municipal Finance Management Act, the Audit Committee must advise the
municipal council and the management staff of the municipality on matters relating to Risk Management, and in terms of
the King Code IV of Corporate Governance, 3.8, the Audit committee must be an integral part of the risk management
process, on which the committee reports as foltows:

o The Municipal Structures Act be included on the list of legislation against which the Municipality's compliance is
reviewed,;

e Protection of Personal Information Act (POPIA) No. 4 of 2013 be included on the list of legislation against which the
Municipality's compliance is reviewed (i.e.: the Quarterly Compliance Report);

»  The Audit Committee noted that the Standard Operating Procedure (SOP) referred to on the Risk Management
report is in relation to a standardised procedure manual currently being developed through a service provider to
document the processes that will guide the uniform implementation process (planning, control and monitoring) of all
capital projects undertaken by the municipality from the completion and adoption of the SOP which is anticipated to
be by the end of the current financial year;

»  The Audit Committee noted that while the SOP may assist the Municipality in documenting Bid Documents of the
highest quality, no absolute assurance can be given that the Service Providers in turn would furnish detailed
information to the extent that the Bids received would never be deemed as “non-responsive” as this is beyond the
control of the municipality. It was further noted that now that the Lockdown restrictions have been lifted, the
Municipality is reverting back to the “Compulsory Briefing Sessions” as an additional control to curb the high number
of non-responsive bids that the municipality was faced with recently; and

e Management to ensure that the Scope of Works at Bid Specification Committee level is accordingly crafted to
minimise non-responsive Bids which causes wasteful expenditure in order to enhance service delivery and improve
the timeous implementation of planned projects.

LEGAL MATTERS

In terms of section 166 (2) (a) (i) of the Municipal Finance Management Act, the Audit Committee must advise the
municipal council and the management staff of the municipality on matters relating to Risk Management, the committee
reports as follows with regards to legal matters/contigent liabilities that could have an impact on the Municipality's
finances: The Committee had the following recommendations and observations:

e The Committee advised the Municipality to take heed of the recently promulgated Rule 41(a) of the High Court
which is aimed to deal with imminent litigation and mediation which should go parallel to minimise legal costs;

*  Audit Committee advised that a notice of intention to defend must always be filed to prevent the other side (party)
to apply for default of judgement and also to ensure that written agreements to this effect must always be secured
this will prevent unnecessary costs that may arise in future;

e That the Municipality should through the attorneys conduct a due diligence assessment to ensure that a debt
judgement can be possibly recoupable/collectable from the party being sued by the municipality before spending a
lot of money on legal fees;

¢ Thatthe Municipality seek an independent legal practitioner's opinion on whether is it favourable for the Municipality
to pursue any further the Joint Municipal Pension Fund matter on the basis of the conflicting views on the judgement
and also the issue of precedent;

»  The Audit Committee noted that on the MPU Copiers matter where it is reported that the Municipality as a party was
wrongfully cited, the Municipality should at an appropriate time file a special plea or exception based on the principle
of misjoinder over and above the notice of intention to defend;

»  The Audit Committee advised management to ensure that a due diligence is urgently conducted on the liquidity of
Ntshangalala Holdings and Maadima (Pty) Ltd, the defendants on the Claim for Damages and a Performance
Guarantee matter, especially now that the offices of the latter have been located, this exercise can save the



municipality on unnecessary additional legal costs in the event the outcome of the summons issued becomes a
‘Nulla bona return’ i.e. insufficient liquidity on the side of the defendant;

e Audit Committee advised management to ensure that the proposed consultation within the various Municipalities in
the region through their District Legal Advisory Forum meetings be urgently convened to expedite the
standardization of the Litigation register reporting in terms of compliance to the High Court ruling on tariffs (rule 70
principle); and

e That in the Graskop Pale matter, the plaintiff issued summons against Thaba Chweu Local Municipality and
Ehlanzeni District Municipality as first and second Defendants respectively, following the severe fire damages to
various plantations and properties, including the farm belonging to Plaintiff the Municipality appointed an Attorney
to defend the matter and filed a Plea as well as a notice to defend, however in the interim funds have been secured
to assist TCLM in upgrading its Fire Station to ensure that it has the capacity to timely respond to similar events in
the future.

INFORMATION TECHNOLOGY REPORTS

In terms of Section 166 (2) (a) (iv) of the MFMA Act no. 56 of 2003, the Audit Committee must advice the municipal
council, the political office-bearers, accounting officer and the management staff of the municipality on matters relating
to- “the adequacy, reliability and accuracy of financial reporting and information”.

On the basis of the Information Technology (IT) Report that was deliberated on by the Audit Committee. The committee
provides the Municipal Council with reasonable assurance that the municipality’s systems in place in relation to adequacy,
reliability and accuracy of financial reporting and information are sufficiently effective.

The following was noted by the Committee:

o Thatthe reported ICT security breach (E-Mail “Spoofing”) has been effectively managed by means of security
assessment, implementation of a sender policy framework as well as the procurement of a new firewall device
which is currently awaiting licencing;

e Thatthe ICT Steering Committee is functional dealing with operational and strategic issues and currently being
chaired by the CFO;

e Thatdue to the National Treasury's circular preventing competitive bidding as well as due to previous Bids being
rendered non-responsive the Municipality therefore opted to extend further the contract with the Internet Service
Provider to the end of the current financial year (2021/22) ;

e That extension of the contract with the Internet Service Provider was done following a deviation process in line
with the SCM regulation 36 of the Municipal Finance Management Act, 56 of 2003;

o Thatall ICT related procurement be reported together with the financial implication associated with it; and

e  Ithe noted that the IT Security assessment recently conducted did not reflect any major discrepancies except for
the system updates that requires to be attended to which also were already carried out;

FINANCIAL MANAGEMENT REPORTS

The committee was presented with the Financial Reports Implementation of the Supply Chain Management (SCM) Policy,
SCM Bids below R200 000, SCM bids over R200 000, Deviation form SCM Policy, Budget Implementation Performance
and Financial State of Affairs for the financial year 2021/22,

AUDIT COMMITTEE RESOLUTIONS ON THE FINANCIAL MANAGEMENT REPORTS WERE AS FOLLOWS:

o  The Audit Committee noted the 2021/22 financial year's 1st quarter SCM Report on Procurement below R200 000
and advised management to ensure that the report to reflects the quantity of items in order to assess the
reasonableness of those items procured;

e  The Audit Committee noted the Deviation from normal SCM processes report for the 1st Quarter of the 2021/22
financial year and, the Audit Committee advised management not to combine the principle of sole provider and
impractical;

e The Audit Committee noted the 2021-22 Mid-Term Budget Assessment Report and further noted that the
Municipality had put on hold the renting out of the DMC due to the dilapidated state of the facility which requires



refurbishment and thereafter to explore the Mpumalanga University's hospitality faculty partnership in relation to the
usage of the facility in line with the MOU recently entered into;

e The Audit Committee noted that Council have approved the UIFWE Reduction Strategy of EDM with three
overarching controls, i.e.: prevention, detection, and correction and that the Local Municipalities within the District
have been requested to also initiate a similar process, an update on the LM's adoption of the UIFWE Strategy will
be reported to the Audit Committee in the next sitting); and

»  The Audit Committee noted the Report on Response from the Development Bank of Southern Africa (DBSA) on the
Refinancing of the Existing Long-Term Loan as well as the savings on finance cost to be realised by the municipality
over the remaining term of the existing long-term loan.

EFFECTIVE GOVERNANCE

The Audit Committee’s responsibilities also include the monitoring and fostering of good corporate governance practices
in the municipality, this responsibility was effectively discharged by reviewing the Internal Audit Reports; Dashboard
Report on key controls; Risk Management Reports and the Financial Management Report as well as the Information
Technology Report (as reported above) for the period under review.

Council note that the Audit Committee is pleased to report that the Administrative Governance Structures of the
Municipality are fully effective and the Municipality is urged to maintain the current state of affairs.

TECHNICAL SERVICES REPORTS

The Audit Committee noted and appreciated the report on the implementation of the Projects which was presented by
the General Manager: Technical Services.

AUDIT COMMITTEE RESOLUTIONS ON THE TECHNICAL SERVICES REPORT WERE AS FOLLOWS: -

»  Itbe noted that due to unforeseen technical challenges in relation to the Phase 1 project (Blasting, relocation of the
reservoir and re-specification of pump) these have led to a need to have the completion date being extended subject
to the necessary extension of time requests and approval;

e ltbe noted that the approved variation order amount as well as the details on the revised scope of work and contract
values of the affected projects will be reported in the next audit committee meeting;

e Itbe noted that of three of the planned four Boreholes in the City of Mbombela have been completed and the fourth
Borehole was delayed by challenges in relation to Eskom connection (supply point and switch on) prior to
commissioning of the project; and

e The Audit Committee advised that in instances where the expenditure amount is affected by the material on site,
such be specified on the remarks table so as to enable ease of reference when comparing the amount spent against
the project completion status and also to enhance the completeness of the Capex progress report.

COMPLIANCE WITH MFMA, DoRA AND ANY OTHER APPLICABLE LEGISLATIVE

The Audit Committee has reviewed the Risk Management Unit and the Internal Audit's reports pertaining to the extent of
compliance to various applicable legislation and these include the following: -

Municipal Finance Management Act 56 of 2003;

Municipal Systems Act 32 of 2000;

Basic Conditions of Employment Act 75 of 1997;
Compensation of Employment Act 130 of 1993;

Labour Relations Act 66 of 1995;

Employment Equity Act 55 of 1998;

Unemployment Insurance Contributions Act 4 of 2002;
Occupational Health and Safety Act 85 of 1993;
Preferential Procurement Policy Framework Act 5 of 2000;
Broad-Based Black Economic Empowerment Act 53 of 2003; and
Promotion of Access to Information Act 2 of 2000



That Council note that the Audit Committee reports that on the basis of the review done to evaluate compliance to the
above-mentioned laws, the municipality reported no incident of non-compliance for the period under review.

PERFORMANCE MANAGEMENT AND EVALUATION

The Audit Committee has been appointed to also fulfil the responsibilities of a Performance Audit Committee as set out
in the Local Government: Municipal Planning and Performance Management Regulations, 2001,

The Performance Audit Committee must-
(i) Review the quarterly report submitted to it in terms of sub regulation (1) (c) (if);

(i) Review the municipality's performance management system and make recommendations in this regard to the
council of that municipality

Furthermore, in reviewing the municipality's performance management system in terms of paragraph (a) (ii), the
performance audit committee must focus on economy, efficiency, effectiveness and impact in so far as the key
performance indicators and performance targets set by the municipality are concemed. The Audit Committee is fully
aware of these responsibilities and has accordingly endorsed this function in its Audit Committee Charter.

The Committee is therefore pleased to report that it has effectively discharged this responsibility when it reviewed the
Mid-term, 3¢ Quarter and Annual Performance Report and resolved as follows:

AUDIT COMMITTEE RESOLUTIONS/RECOMMENDATIONS ON PERFORMANCE MANAGEMENT: -

»  Management to ensure that tangible Mechanisms to address underperformance be drafted in such a way that it
complies with Section 41 (1) (d) and Section 46 (1) (c) of the Local Government: Municipal Systems Act, 32 of 2000;

»  |tbe noted that the principle of the legislation requires the municipality to take steps to improve performance with
regard to those development priorities and objectives where performance targets are not met; and to reflect the
measures taken by the municipality to improve performance;

o It be noted that the OPMS division have circulated to all General Managers a template to reflect measures taken to
improve underperformance that may have been identified in those various departments and this template is being
followed up on a monthly basis;

»  Audit Committee noted that there are some projects that were directly affected by the Constitutional Court's
judgement on the Preferential Procurement Regulations of 2017, in that State Organs were advised to hold in
abeyance all Tenders advertised on or after 16 February 2022 and that no “New” Tenders may be advertised;

e  Committee noted that the Performance Appraisal for the Municipal Manager and the General Managers was
reported with a “Not Fully Effective” result as at Mid-Term 0f 2021/22 and that the current reporting system and the
standard operating procedure is being revised to address senior management's concerns regarding the systems'
user friendliness issues;

e Audit Committee advised Management to ensure that the SDBIP adjustment in future should have a direct effect
towards the Procurement Plan whereby the Procurement Plan also requires to be immediately adjusted to ensure
alignment, since the latter is considered an implementation tool of the SDBIP;

e The Audit Committee noted that in order to ensure fairness of the process, the selection of the Guesthouses for
grading is done in consultation with the Local Tourism Organisations in those areas where such a project is being
implemented and that this is done in line with the Memorandum of Understanding with the Tourism;

e The Audit Committee advised management to take heed of the potential complaints by those organisations that
may not have been selected to receive similar support as being provided to their counterparts (i.e.: on the
Guesthouse grading project, Small Scale Farmers as well as other SMME's in the region);

e It be noted that the delays experienced on the Road Rehabilitation project at Thaba Chweu Local Municipality
[TCLM] (Lydenburg) was caused by the inclusion of TCLM of the already earmarked areas by EDM in their own
project currently underway, this led to re-identification of other municipal roads by EDM to rehabilitate, however
there was no need for additional funding to complete the revised project;



*  Itbe noted that the project on Integrated Waste Management Plan was delayed due to Non-responsive bids received
at the initial procurement stage during the second quarter of the 2021/22 financial year, attempts to catch up on the
project were hindered by the National Treasury's Notice on procurement, although the “Directive” have was later
lifted, the amount of time remaining is not sufficient to finalise all the planned projects that were affected by the
National Treasury Notice on procurement and this will result into underperformance and the affected capital projects
and funding will be rolled over to the new financial year 2022/23; and

e Itbe noted that the Audit Committee raised its apprehension on the underperformance reported in relation to the
Performance Appraisal Process of the Section 54A and section 56 Managers of the Municipality and urged
management to put measures in place to ensure that the underperformance is addressed as a matter of urgency.

Internal Audit has also performed an audit of the Municipality's Annual Performance Report for 2020/21, and Mid-term
Performance Report as well as the 3¢ Quarter of the 2021/22 financial year in line with section 45 (a) of the Municipal
Systems Act 32 of 2000.

ACTION PLAN TO ADDRESS ISSUES RAISED BY THE AUDITOR GENERAL

Section 166 (2) (c) of the MFMA requires the Audit Committee to respond to council on any issues raised by the Auditor-
General in the audit report.

The Audit Committee has upon reviewing the Audit Action Plan which was developed by Management to respond to the
issues raised by the Auditor-General noted the implementation of the proposed remedial action, including the Follow-up
by the Internal Audit Unit.

The Chief Audit Executive provided reasonable assurance on the effectiveness of the designed actions to address the
issues raised in the AG management report and also reported that the Action Plan was developed and was implemented
by Management prior to the submission of the Annual Financial Statements (AFS). Follow -up on implementation of the
improvement actions were verified by Internal Audit at year-end and others during the drafting of the financial statements.

OVERALL CONCLUSION

As can be noted above, good progress is being made in various areas that fall within the responsibility of the Audit
Committee which the committee has reported on at various stages. Management has shown support to the committee
and has committed to resolving issues raised and recommendations made.

Other than the issues reported above, there is neither material nor significant matters that were observed or brought to
the attention of the Audit Committee through the Internal Audit reports or discussions with the Chief Audit Executive,
Accounting Officer and/or Senior Management that might affect the municipality negatively or impede its progress in the
implementation of the recommendations made.



VOLUME li: ANNUAL FINANCIAL STATEMENTS

Is a requirement that annual report should also include a summary of operating results presented by the Chief
Financial Officer, including-

e  QOperating revenue;

e  Operating expenditure;

e  Operating results per service;

e  Capital expenditure and financing;

e  External loans, investments and cash;
e  Statement of financial position;

e Statement of financial performance;
e Statement of changes in assets;

e  Cash-flow statement;

*  Accounting policies; and

¢ Notes to financial statements
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Accounting Officer's Responsibilities and Approval,

TS RN

The accounting officer is required by the Municipal Finance Management Act {Act 56 of 2003}, to maintain adequate
accounting records and is respensible for the content and integrity of the annuai financlal statements and related financia/
informafion included in this report. It is the rasponelbllity of the accounting officer to ensure that the anrual financial statements
fairly present the state of affairs of the municipelity as at the end of the financlal year and the results of its operations and cash
flows for the pariod then ended. The external auditors are engaged fo sxpress an independent opinion on the annual financial
statements and were given unrestiicted access fo all financlal records and related data.

The annual financial statements have been prepared in accordance with the Municipal Finance Management Act (Act 56 of
2003) and Standards of Generally Recognised Accounting Practice (GRAP) including any interpretations, guidelines and
directives issued by the Accounting Standards Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimates.

The accounting officer acknowledges that she Is ultimataly responsible for the system of internal financlal control established
by the municipality and places considerable Importance on maintaining a strong control environment. To enable the accounting
cfficer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of
error or deficit In a cost effective manner. The standards inciude the proper delegation of responsibllites within a clearly
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk,
Thess controls are monitered throughout the municipality and all employees are required to maintain the highest ethical
standards in ensuring the municipality's business is conducted In a manner that in all reasonable circumstances s above
reproach. The focus of risk management in the municipallty Is on identifying, assessing, managing and monitaring all known
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it
by ensuring that appropriate Infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

The accounting officer Is of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be relied ot for the preparation of the annual
financial statements. However, any system of Intemal financial control can provide only reasonable, and not absolute,
assurance againsi maferial misstatement or deficit,

The accounting officer has reviewed the municipality’s cash flow forecast for the year io 30 June 2023 and, in the light of this
review and the current financial position, she is satisfied that the municipality has or has access to adequate resources to
continue in operational existence for the foresesable future,

The external auditors are responsible for auditing and reporting on the municipality's annual financial statements.

The annual financial statements set out on pages 7 to 76, which have been prepared on the polng concemn basis, were
approved by the accounting officer on 31 August 2022.

Dr. NP Mahlalela
Accounting Officer
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Statement of Financial Position as at 30 June 2022

Figures in Rand Note(s) 2022 2021
Restated
Assets P __———;—_:-’.‘“"’:':T"—"_:'_
Current Assets ﬂu&“&d
Inventories BV | 5 12,869,285 9,306,318
Investments ‘ oEe | 7 79,665,477 84,586,702
Receivables from exchange fransactions n S ' | 4 45,433,972 49,894,980
Statutory receivables 022 i1- 3 |8 6,451,013 11,612,645
Cash and cash equivalents . Africa | 3 1,322,828 742,372
| Auditor General South it 145,742,575 156,143,017
. 1 s Unit |
Non-Current Assets I. Mpuma}??‘,ga Bu%lﬂes —
Praperty, plant and equipment R 8 189,100,398 194,788,633
Intangible assets a 3,642,139 4,284,188
Investments 7 1,125,482 1,081,804
193,868,020 200,164,625
Total Assets 339,610,595 358,307,642
Liabilities
Current Liabllities
Short-term portion of non-current liabilities 12 9,749,479 8,755,331
Finance lease obligation 13 499,299 182,329
Payables from exchange transactions 10 62,103,782 66,766,710
Provislons 11 14,279,616 12,898,409
86,632,176 88,702,779
Non-Current Liabilities
Non-current liabilities 12 86,877,491 108,727,617
Finance lease obligation 13 1,032,800 -
Provisions 11 32,616,881 29,098,237
130,627,191 135,825,754
Total Liabilities 217,259,367 224,528,533
Net Assets 122,351,228 131,779,109
Accumulated surplus 122,351,228 131,779,109
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Statement of Financial Performance

Flgures in Rand Note(s) 2022 2021
Restated

Revenue I"—'f Audited
Revenue from exchange iransactions ' By l_
Operational income 33 656,235 825,956
Rental of facilities and equipment | 2022 -“. 3 B 33 181,578 403,635
Interest recelved 3 1 7,210,176 6,854,208

ividends ived ' . 38 153,132 137,544
Dividends receive | Auditor General South Africa | 5
g:venue from non-exchange transactions | Mpu malanga Busme.‘-S_ Umtﬂj

vernment grants & subsidies n__ = — 281,665,639 289,838,212

Fines & penalties 33 - 100,000
Donations in kind a3 - 29,550
Total revenue 289,866,661 298,189,005
Expenditure
Employee related cost 15 (162,717,867) (150,269,266)
Remuneration of counclilors 16 (17,320,179) (16,368,867)
Audlit fees 22 {2,393,472) (3,233,793)
Depreclation and amortisation 17 (11,325,943)  {11,052,042)
Provision for bad debts 4 (4,681,889)  (6,099,343)
Finance costs 18 (16,173,758) (17,132,877)
Repairs and maintanance 19 (6,111,874)  (2,058,871)
Contracted services 20 (28,070,230) (26.516,470)
Operational expenses 23 (35,970,539)  (33,125,029)
Total expenditure {283,765,751} (265,857,558)
Operating surplus 6,100,910 32,331,447
Grants and subsidies 21 (15,890,166}  (3,827,028)
(Loss) on disposa| of assets (44,002) (256,969)
{Loss) /gain on fair value adjustment 7 (443,269) 174,364
Actuarial gain 11 751,000 1,035,000
{Deflclt) Isurplus for the year (9,225,527) 24,456,814
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Statement of Changes in Net Assets

Accumuiated Total net
Figurss in Rand surplus assets
Opening balance as previously reported 108,083,453 108,093,453
Adjusiments A o d
Prior period adjustments - note 39 i uﬁ ive (765,779) (765,779}
Balance at 01 July 2020 as restated EV 107,327,674 107,327,674
Changes in net assets
Prior period adjustments m '"_ 3 0 (5,379) {(5,379)
Net (losses) recognised diractly In net assets (5,379) (5,379)
Surplus for the year . I South Afri 24,456,814 24,456,814
Total recognised income and expenses for the year Auditor Genera (_’u ".ca 24,451,435 24,451,435
Total changes Mpumalanga Business Unit = 24,451,435
Opening balance as previously reported 132,544,888 132,544,888
Adjustments
Prior period adjustments - note 39 (766,779) (765,779)
Balance at 01 July 2021 as restated 131,779,109 131,779,108
Changes in net assets -
Prior period adjustments - note 39 {202,354) (202,354)
Net (losses) recognised directly in net assets (202,354) (202,354)
(Deficit) for the year (9.225,527) (9,225,527}
Total changes (9.427,881)  (9,427,881)
Balance at 30 June 2022 122,351,228 122,351,228




Ehlanzeni District Municipality

Annual Financlal Statements for the year ended 30 June 2022

Cash Flow Statement

Figures in Rand

_Note(s) 2022 2021

Restated

Cash flows from operating activities i

Receipts | 2022 -11- 30
SARS VAT refunds I . 14,761,634 3,283,318
Grants Auditor General South Africa | 281,665,830 289,835,212
Interest received | M I Busi . 6,283,889 6,800,104
Dividends recelved | Mpumaianga Business Unit | "yg54q) :
Implementing agency recoipts o 126,767,950 140,076,687
Other receipts 9,925,225 5,220,998
438,567,369 445,319,320
Payments
Employee costs (181,357,588) (183,585,128)
Suppliers (106,605,630) (84,475,972)
Finance costs {12,632,758) (13,507,668}
Implemanting agency payments (130,383,829) (143,496,536)

Net cash flows from opaerating activities
Cash flows from investing activities

Purchase of property, plant and equipment
Procesds from sale of property, plant and equipment
Purchase of intangible assets

Movement in investments

Net cash flows from Investing activities

Cash flows from financing activities

Repayment of long-term liabiiitics
Increase/(decrease) finance leases

Net cash flows from financing activities

Net increase/(decrease) in cash and cash squivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

{430,979,815) (435,075,304)

24 8,577,554 10,244,016
8 (4,246,250)  (3,702,469)

118,980 7,038
9 (897,819)  (1,796,476)

4,434,090 {1,948,166)
(590,999)  (7,440,072)

(8,755,878)  (7,857,801)
1,349,779 (566,322)

(7,406,009) (8,424,123)

580,456 {5,620,179)
742,372 6,362,551

3 1,322,828 742,372
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Statement of Comparison of Budget and Actual Améﬁﬁ‘l&ene"af South Aff'ca

Budget on Accrual Basis il 5 TSF3 AN
Original budget Adjustments Adjusted Actuel amounts Difference Reference
Budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Operational income 1,917,942 (1,065,942) 852,000 656,236 (195,764)
Rental of facilities and equipment 648,000 - 646,000 181,578 (464,422) Nota 38.1
Interest received 10,500,000  (1,900,000) 8,600,000 7,210,176  (1,389,824) Note 38.2
Dividends recelved 164,000 - 164,600 153,132 (10,868)
Total revenue from exchange 13,227,942 {2,965,942) 10,262,000 8,201,122 (2,060,878)
transactions
Revenue from non-exchange
transactions
Transfer revenue .
Government grants & subsidies 281,335,000 200,000 281,535,000 281,665,539 130,539
Total revenue 294,562,942 {(2,766,942) 291,797,000 289,866,661 (1,930,339)
Expenditure
Employee related cost (175,591,106) 12,470,728 (163,120,378) (162,717,867) 402,511
Remuneration of counciliors (18,726,366) (601,626) (17,327,992} (17,320,179) 7,813
Audit fees (3,800,142) 1,406,090  (2,394,052) (2,363 472) 580
Depreciation and amortisation (11,483,753) {187,120) (11,670,873) (11,325,943} 344,930
Provision for bad debts - (4,681,804) (4,681,884) (4,681,889) 5
Finance costs (13,678,648)  (2.498,443) (16,175,001) (16,173,758) 1,333
Repairs and maintenance (3.185397)  (1,620,028) (5,114,425} (5 111,874) 2,581
Contracted services (21.838,214)  (6,816,776) (28,654,990} (28,070,230) 684,760
Operational expenses (32,483,818)  (3,655,275) (36,139,093) (35,970,539) 168,554
Total expenditure (278,787,444)  (6,491,344) (285,278,788) (283,765,751) 1,513,037
Operating (deficit) 15,775,498 {9,257,286) 6,518,212 6,100,910 (417,302)
Grants and subsidies & ’ - - (15,590,166) (15,580,168} Note 38.3
Gain/ (loss) on disposaf of . 276,020 276,020 {44,002) (320,022) Note 38.4
assets
(Loss) on fair value adjustment . (443,335) {443,335) (443,269) 66
Actuarial gain - 751,000 751,000 751,000 -
- 583,685 583,685 (15,326,437) (15,910,122)
{Deficit) for the year 18,775,498 (8,673,601) 7,101,897 (9,225,527) (16,327,424) Noie 38.3

11



Ehlanzeni District Municipality 022 -{i-
Annual Financial Stetements for the year ended 30 June 2022

Statement of Comparison of Budget and Actual Arpﬁi!ﬁiigr General South Africa

Budget on Cash Basis VIPUTTETaNga Business Unit

Criginal budget Adjustments Adjusted Actual amounts Difference Reference™
Budget  on comparable between final
basis budget and
Fligures in Rand actual
Statement of Financial Position
Assets
Current Assets
Inventaries 5,138,814  (4,975,566) 163,348 12,869,285 12,705,937 Note 385
Invesiments B - - 79,665477 79665477 Note 38.6
Receivables from exchange 345,752 . 345,752  45433,972 45,088,220 Nots 38.7
transactions
Statutory receivables 4,302,359 - 4,302,358 6,451,013 2,148,654 Note 38.8
Cash and cash equivalents 84,422,786 (24,518,358) 59,904,428 1,322,828 (58,581,600) Note 35.9
84,208,811 (20,493,924) 64,715,887 145,742,575 81,026,638
Non-Current Assats
Property, plant and equipment 218,918,149 17,202,056 236,120,205 189,100,399 (47,019,806) Note 38.10
Intangible assets 8,587,566 365,000 6,952,566 3,642,138  (3,310427) Note 38.10
Investments 4,729,350 - 4,729,350 1,125,482  (3,603,868) Note 38.6
230,235,065 17,567,056 247,802,121 193,868,020 (53,934,101)
Total Assets 324,444,876  (11,926,868) 312,518,008 339,610,595 27,002,587
Liabllitles
Current Liabilities
Short-term portion of non-current 7,906,586 - 7,906,586 9,749,479 1,842,893  Noie 38.11
liabilities
Finance leasa obligation - - - 499,209 499,299 Note 38.12
Payables from exchange 16,365,979 - 18365979 62,103,782 45,737,803 Note 38.16
transactions
Provisions 9,178,683 - 9178683 14279616 5,900,933 Note 38,13
33,451,248 - 33,451,248 86,632,176 53,180,028
Non-Current Liabilities
Non-cumrent liabilities 100,369,248 - 100,369,248 96,977 491 (3,391,757)
Finance lease obfigation - = - 1,032,809 1,032,809 Note 38,12
Provisions 31,434,088 - 31,434,088 32,616,891 1,182,803 Note 38.13
131,803,336 - 131,803,336 130,627,191 {1,176,145)
Total Liabllities 165,254,584 - 165,254,584 217,259,367 52,004,783
Net Assets 159,190,292  {11,926,868) 147,263,424 122,351,228 (24,9121 96)
Net Assets
Net Assets Attributable to
Owners of Controlling Entity
Reserves
Accumulated surplus 158,190,202  (11,926,868) 147,263,424 122,351,228 (24,912,196)

12




Auditad
By
Ehlanzeni District Municipality 2022 -1~ 30

Annual Financial Statements for the year ended 30 June 2022
Statement of Comparison of Budget and Actual Amotinte General South Africa |

Budget an Cash Basis | 'VtiPuMmalanga Susiness Unit |

Original budget Adjustmenis  Adjusted Actual amounts Difference Reference
Budget on comparable between final

basis budget and
Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Grants 281,335,000 280,590 281,615,590 281,685,539 49,949
Interest income 10,500,000  (1,900,000) 8,600,000 6,283,889 (2,316,111} Note 38.2
Dividends received 184,000 - 164,000 153,132 {10,868)

Other receipts 2,564,000 {865,942) 1,698,058 24,686,859 22,988,801 Note 38.15
implementing agency receipts R £ = 126,767,950 126,767,950 Note 38.14

294,563,000 {2,485,352) 292,077,648 439,557,368 147,479,721

Payments

Employes related costs {190,003,805) - (190,008,805} (181,357,508) 8,646,207

Suppllers (78,074,418) (22,453,506) (100,527,024} (106,605,530) (6,077,708)

Finance costs {13,878,648) 700500 (12,978,148) (12,632,758) 345,390
Implementing agency payments . - = (130,383,829) {130,383,829) Note 38.14

(281,756,871) (21,753,006) (303,508,877) (430,979,815) (127,469,938)

Net cash flows from operating 12,806,129 (24,238,358) (11,432,229) 8,577,554 20,009,783
activities

Cash flows from investing activitles

Purchase of property, plant and (6,150,000) (280,000) (6:430,000) (5144,069) 1,285931 Note 38.10
equipment

Investment withdrawal - = 4,434,090 4,434,090  Note 38.6
Proceeds from sale of assets - - 118,980 118,980

Net cash flows from investing {6,150,000) (280,006) {6,430,000) {590,999) 5,839,001
activities

Cash flows from financing activities

Repayment of borrowings (7.717,257) - ([@717.257) (8,755.878) (1.038,621) Note 38.11
Increase/(decrease} in finance - - - 1,349,779 1,349,778  Note 38.12
leases

Net cash flows from financing (7,717,257) - {7,717,257)  (7.406,099) 311,158

activities

Net increase/(decrease) in cash (1,061,128) (24,518,358) (25,579,486) 580,456 26,159,942 Noto 38.9
and cash equivalents

Cash and cash equivalents at 85,483,972 - 85,483,872 742,372  (84,741,600) Note 38.0
the beginning of the year

Cash and cash equivalents at 84,422,844 (24,518,358) 59,904,486 1,322,828 (58,581,658)
the end of the year

The original budget was mainly adjustad during the year to appropriate unforeseen and unaveidable expenditure, roll-over of
unspent funds from prior financlal year, in addition to re-allocate and shift savings between line items and votes. Furthermore,
the budget was adjusted te align certaln line items and transactions to the reporting requirements of GRAP standards.
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Accounting Policies
| Auditor General South Africa |

Mpumalanga Business Unit

The annual financial statements have baen prepared in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidefines and directives issued by the Accounting Standards Board as well as
the Municipal Finance Managemaenl Act 56 of 2003. The annual financial statements meets the requirements of the Municipal
Regulations on a Standard Chart of Accounts {mSCOA).

1. Presentation of Annual Financlal Statements

These annual financial statements have been prepared on an accrual basls of accounting and are In accordance with historical
cost convention unless specified otherwise. They are presented in South African Rand. All valuss have been rounded to the
nearest Rand.

A summary of the significant accounting policies, which have been consistently applied, are disclosed below.

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of
GRAP,

1.1 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required fo make estimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates
which may be material to the annual financial statements. Significant judgements include:

Trade recelvabias /investments and/or other financial assets

‘The municipality assesses its trade receivables, investments and other financial assets for impalmment at the end of each
reporting period. in determining whether an impairment loss should be recorded in sutplus or deficit, the surplus makes
judgements as to whether there is cbservable data indicating a measurable decrease in the estimated future cash flows from a
financial asset.

The Impairment for trade recelvables, investments and other financial assets is caiculated on a portfolio basis, based on
historical loss ratios, adjusted for national and industry-specific economic conditions and other indicators present at the
reporting date that corrslate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portiolio
and scaled to the estimated loss emergsnce period.

Impairment testing
Value in use of cash-gpenerating assets

The municipallty reviews and tests the carrying value of cash-generating assets when events or changes in circumstances
suggest that the carrying amount may not ba recoverable, Assets are grouped at the lowest laval for which identifiable cash
flows are largely independent of cash flows of other assets and liabilities. The recoverable amounts of cash-generating units
and individual assets have been determined based on the higher of value in use caloulations and fair values less costs ta sell.

These calcutations require the use of estimates and assumptions. It Is reasonably possibie that the assumptions may change
which may then impact our estimations and may then require a material adjustment to the carrying value of assets.

Expected future cash flows used to determine the value in use of assets are inherently uncertain and could materially change
over ime. They are significantly affected by a number of factors together with economic factors such as exchange rates,
inflation and interest.

Value in use of non-cash-generating assets

The municipality reviews and tests the carrying value of non-cash-generating assets when events or changes In circumstances
suggest thet the carrylng amount may not be recoverable. The recoverable servica amounts of non-cash-generating assets
have been determined based on the higher of value in use calculations and fair values less costs to sell.

In determining the value in use of assets, the remaining service potential of the agset is determined. The most appropriate
appraach selected o determine the remaining service petential is dapendent on the availability of data and the nature of the
impairment.
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Vipumalanga Business Unit
1.1 Significant Judgements and sources of estimation uncertainty (continﬁed) '

Provisions

Provisions were raised and management determined an estimate based on the Information available. Additional disciosure of
these estimates of provisions are Included in note 11 - Provisions.

Useful lives

The municipality's management determines the estimated useful lives and refated deprectation / amortisation charges. This
estimate is based on the pattern In which an asset's future economic benefits or service potential is expected to be consumed
by the municipality.

Effective Interast rate
The municipality used the prime interest rate to discount future cash flows.
Allowance for doubtful debts

The computation of the amount to be provided for the debtors or receivable impairment will be performed on the basis of the
individual or category of customers credit risk profile in addition, also taking into account any payments arangement or
confirmation made by the customers or deblors ae at reporting and/or authorisation date. A credit risk assessment and
profiling will be conducted on the basis of the service and other charges bilied during the financial year and prior financial
years. The payment history and the previous amounis billed of the customer or debiors during the financlal year and also prior
financial years since inception of the service agreement shall be taken into constderation In line with the collection rate formuia
recommended on MFMA Circular 71.

This credit risk assessment determines the ability of the customer to pay for the future amount due as at the reporting date and
it is expressed as a percentage of the aggregate amount payment versus the aggregate amount billed by the customer and
also into account any bad debts written off.

In case of a debtor being a councillor or employee who is still in the employment of the municipality, no provision for debtors or
receivable impairment will be made as the conduct of code in terms of Municipal Systems Act, 32 of 2000 will be applied in
collecting the undisputed debt owed by either the councillor or employee in the employment of the municipality. Furthermore,
in case of a Councillor ar Employee no longer in the employment of the municipality a full provision of the debt owed will be

made.
1.2 Property, plant and equipment

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

The cost of an item of property, plant and equipment is recognised as an asset when:
J it is probabie that future economic benefils or service potential associated with the item will flow to the

municipality; and
« the cost or falr value of the item can be measured refiably.

Initial recognition
Property, ptant and equipment is initially measured at cost.
The coast of an item of property, plant and equipment is the purchase price and other costs atirlbutable 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.

16



Audited

By
Ehlanzeni District Municipality 2022 -1i- 39
Annual Financlal Statements for the year ended 30 June 2022
Accounting Policies Auditor General South Africa

TPATTETEREE Tusiness Unit
1.2 Property, plant and equipment (continued) )

The cost also includes the necessary costs of dismantling and removing the asset and restoring the site on which it is located.

When significant components of an ltem of property, plant and equipment have differant useful lives, they are accounted far
as separate items (major components) of properly, plant and equipment.

Where an asset is acquired by the municipality for no or nominal consideration (i.e. & non-exchange transaction), the cost is
deemed to be equal to the falr value of that asset on the date acquired.

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use
them during more than one period. Similarly, if the major spare parts and servicing equipment can be used onlyin
connectian with an item of property, plant and equipment, they are accounted for as property, plant and equipment.

Subsequent measurement - cost mode!

Subseguent to initial recognition, items of properly, plant and equipmiont are measured st cost less accumulated
depreciation and impairment losses. Land is not depreciated as It is deemed to have an indefinite useful life.

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the
new component.

Derscognition

Property, plant and equipment is derecognised when the asset is disposed of or when there are no further economic benefits or
service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of Froparty, plant
and equipment is determined as the difference between the sales proceeds and the carrying value and is recognised in the
Statement of Financlal Performance,

Depreclation and impairment

The residual value, and the useful life and depreclation method of each asset is reviewed at the end of each reporting date.
I the expectations differ from previous estimates, the change is accounted for as a change In accounting estimate.

Reviewing the useful fife of an asset on an annual basis does not require the municipality to amend the previous estimate
unless expectations differ from the previous estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.

The depreclation charge for each pericd is recognised In surplus or daficlt unless it is included in the carrying amount of
another esset.

Items of property, plant and equipment are derecognised whan the assst is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset,

‘The gain or loss arising from the derecognition of an item of property, plant and equipment Is Included in surplus or deficit
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment
is determined as the difference bstwesn the net disposal proceeds, if any, and the camying amount of the item.

The municipality tests property, plant and equipment with finite useful lives for Impalrment where there is an indication that an
asset may be impaired. An assessment of whether there is an indication of possible impairment iz done at each reporting date.
Where the cerrying amount of an item of an property, plant and equipment is greater than the estimated recoverable amount
{or racovarable service amount), it is wiitten down immediately 1o its recoverable amount (or recoverable service amount) and
an impalrment loss s charged to the Statement of Financial Parformanca.

Depreciation is calculated on the depreciable amount, using the straight-ine method over the estimated useful lives of the
asssls. Compenents of assets that are significant In refation to the whole asset and that have different useful lives are
depreciated separately. The annual depreciation rates are based on the following estimated average asset lives:

item Average useful life
Land Indefinite
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1.2 Property, plant and equipment (continued) BV

Buildings 50 years

Plant and machinery 5- 10 years it

Furniture and fixtures 5- 10 years 2022 " 3 0

Motor vehicles 6 - 20 years, .

Office equipment 3-10yeas HWditor General South Afri

Air condltioners 15- 30 Year sV umafan Ca |

£3 Business Uni
1.3 Intangible assets ———— I‘Ilt_
An intangible asset is an identifiable non-monetary assat without physical substance.

An assetl is identifled as an intangible asset when it:
- Is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged,

either Individually or together with & related contract, assets or liability; or
*  arises from contractual rights or ather legal rights, regardless whether those rights are transferable or separate

from the municipality or from other rights and obligations.

An intanglble asset is recognised when:
*  ltisprobable that the expected future econamic benafits or service potential that are attributable to the asset will

flow to the municlpality; and
*  the costorfair value of the asset can be measured reliably.
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1.3 Intangible assets (continued)
Initial recognltion

Intemally generated intangible assets are subject ta strict recognition criteria !beéfgl;gl,t‘t;gy&are capltallsed. Research
expenditure is never capitalised, while development expenditure is only capfialised to the extent that: . .
» the municipality intends to complete the intangible asset for use or sale; l Mpumalanga Business Unit
+ it is technically feasible to complete the intanglble asset;

« the municipality has the resources to complete the project; and
« it is probable that the municipality will receive fulure economic benefits or service potential,

Intangible assets are initially recognised at cost.

Where an Intanglble asset 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
falr value was nof determinable, it's deemed cost is the carrying amount of the asset(s) given up.

Subsequent measurement - cost model

Intangible assets are subsequently camed at cost less accumulated amortisation and impairments. The cost of an
intangible asset is amortised over the useful life where that useful life Is finite. Where the useful life is indefinite, the asset is
not amortised but is subject to an annual Impalrment test,

Amortisation and impairment

Amortisation |s charged sc as to write off the cost or valuation of intangible assets over their estimated useful lives using the
straight line msthod.

The amortlsation period and the amortisation method for an intangible asset with a finita useful life are reviewed at each
reporting date and any changes are recognised as a change In accounting estimate in the Statement of Financial
Performance.

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an asset may
be impaired. An assessment of whether there is an indication of pessible impairment is done at each reporting date. Whera
the carrying amount of an item of an intanglble asset is greater than the estimated recoverable amount (or recoverable
service amount), it s written down immediately to its recoverable amount (or recoverable service amount and an
impairment loss is charged to the Stetement of Financial Performance.

Derecognition

Intangible assets are derecognised when the asset is disposed of or when there are no furthar economic benefits or service
patential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an irtangible asset is
determined as the difference between the sales proceeds and the carrying value and is recognised in the Statament of
Financial Performance.

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

ltem Useful life
Computer soffware 3-10 years
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1.4 Statutory receivables . By

o ami- 30 2

Statutory receivables are recelvables that arise from legislation, supporting regulations, or imilar means, and require
tilement by another entity in cash or another financial asset. .

% Y i | Auditor General South Africa

Identification

Recognition Mpumalanga Business Unit

The municipality recognises statutory receivables as follows:

- if the transaction is an exchange transaction, using the policy on Revenue from exchange transactions;

- If the transaction is a non-exchange transaction, using the policy on Revenue from nen-exchange transactions
{Taxes and transfers); or

- if the transaction is not within the scope of the policies listed in the above or another Standard of GRAP, the
receivable is recognised when the definiticn of an asset is met and, when It is probable that the future economic
benefits or service potential associated with the assat will flow to the municipality and the transaction amount can be
measured reliably.

initial measurement
The municipality initially measures statutory receivables at their ransaction amount.
Subsequent measurement

The municipality measures statutory receivables after initial recognition using the cost method. Under the cost method, the
initial measurement of the receivable is changed subsequent to Initial recognltion to reflect any:

- intarest or other charges that may have accrued on the receivable (where applicable);

- impairment losses; and

- amounts derecegnised.

Accrued interost

Where the municipality levies interest on the outstanding balance of statutory receivables, It adjusts the transaction amount
after initial recognition I reflect any accrued interest. Accrued interest is calculated using the nominal interest rate.

Interest on statutory receivables is recognised as revenue in accordance with the policy on Revenue from exchange
transactions or the policy on Revenue from non-exchange transactions (Texes and transfers), whichever is applicable.

Other charges

Where the municipality Is required or entitled in tarms of legislation, supporting regulations, by-laws or similar means to levy
addltlonal charges on overdue or unpaid amounts, and such charges are levied, the municipality applies the principles as
stated In "Accrued interest” above, as weil as the relevant policy on Revenue from exchange transactions or the policy on
Revenue from noh-exchange transactions (Taxes and transfers).

Impairment losses

The municipality assesses at each reporting date whether there is any indication that a statutory receivable, or a group of
statutory receivables, may be Impalred.

In assessing whether there is any indication that a statutory receivable, or group of statutory receivables, may be impaired, the
munlclpality considers, as a minimum, the following indicators:
- significant financial difficulty of the recelvable, which may be evidenced by an application for debt counseliing,
business rescue or an eguivalent;
- It Is probable that the receivable will enter sequestration, liguidation or other financlal re-organisation;
- & breach of the terms of tha transaction, such as default or definquency in principal or interest payments (where
levied); and
- adverse changes in intemational, national or local economic conditions, such as a decline in growth, an increase in
debt levels and unemployment, or changes in migration rates and patierns.

If there is an indication that a statutory receivable, or a group of statutory recelvables, may be impaired, the municipality
measures the impairment loss as the difference between the estimated future cash flows and the camying amount. Where the
carrying ameunt is higher than the estimated future cash flows, the carrying emount of the statutory receivable, or group of
statutory recelvables, Is reduced, either directly or through the use of an allowance account. The amount of the losses is
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1.4 Statutory receivables (continued)
recognised in surplus or deficit.

|
In estimating the future cash flows, the municipality considers both the amount and timing of the cash flows that It will receive in
future. Consequently, where the effect of the time value of money is material, th mpﬁi‘gigaﬂtga&mﬁﬁima the 'estimated future
cash flows using a rate that reflects the current risk-free rate and, if applicable, a’nyjsks-spssiﬁwtrthe statutory receivable, or
group of statutery recsivables, for which the future cash flew estimates have nof been adjusted.

An impairment loss recognised in prior periads for a statutory receivable is revised if there has been a change in the estimates
used since the last impaiment loss was recognised, or to reflect the effect of discounting the estimated cash flows,

Any previously recognised impairment loss is adjusted either directly or by adjusting the allowance account. The adjustment
does not result in the carrying amount of the statutory recelvable or group of statutory recelvables exceeding what the camying
amount of the recsivable(s) would have been had the impairment loss not besn recognised at the date the impairment is
revised. The amount of any adjustment Is recognised In surplus or deficit.

Derecognition

The municipality derecoghises a statutory receivable, or a part thereof, when:
- the rights to the cash flows from the receivable are settled, expire or are waived;
- the municipality transfers to another parly substantially all of the risks and rewards of ownership of the receivable; or
- the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transferred control of the receivable to anather party and the other party has the practical abiiity to sell the receivable
In Its entlrety to an unrelated third party, and is able to exercise that abllly unilaterally and without needing tc impose
additional restrictions on the transfer. In this case, the municipality: '
- derecognises the receivable; and
- recognises separately any rights and obligations craated or retained in the transfer,

The carrying amounts of any statutory receivablas transferred are allocated batween the rights or obligations retsined and
those transferred on the basis of their relative fair values at the fransfer date. The municipality considers whether any newly
created rights and obligations are within the scope of the Standard of GRAP on Financial instruments or another Standard of
GRAP. Any difference between the consideration received and the amounts derecognised and, those amounts recognised, are
recognised in surplus or deficit in the period of the transfer.

1.5 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual
interest of another entity.

A financial asset is:
= cash;
¢«  aresidual interest of another entity; or
«  acontractual right to:
- receiva cash or another financial asset from another entity; or
- exchange financlal assets ot financlal llablilitles with another entity under conditions that are potentlally
favourable to the entity,

A financial liability is any liability that is a contractual obligation to:

=  deliver cgsh or another financial asset to another entity; or

= exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.
Initial recagnition

The municipality recognises a financial asset or a finencial liability in its statement of financial position when the municipallty
becomes a paity to the contraciual provisions of the instrument.

The municipality recognises financial assets using trade date accounting.
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1.5 Financlal Instruments (continued)
initlal measurement of financial assets and financial liabilities

The municipality measures a financial asset and financial liability other than those subsequently measured at fair vaiue Initially
at its falr value plus transaction costs that are directly attributable to the acquisition or lssue of the financial assst or financiaf
fiabiiity. ————— s

|
The municipality first assesses whether the substance of a concessicnary loan is Iri fact a Joan, %E@a@rec
municipality analyses a concesslonary loan into its component parts and accounts for each mmpﬁ@ht separa
municlpality accounts for that part of a concesslionary loan that fs: | B
*  asoclal benefit in accordance with the Framewark for the Preparation and Pmseﬁ@ﬁm c{iFlngjn ial Statg
where it is the Issuer of the loan; or i -1 % LT Jn
*  non-exchange revenue, in accordance with the Standard of GRAP en Revenue from Non-exchange Transaclions

(Taxes and Transfers), whers it is the racipient of the foan. ' Auditor General South Africa
| Mpumalanga Business Unit

fents,
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1.5 Financial instruments (continued) -
Subsequent measurement of financial assets and financlal llabliities | Aud ﬁfe\d \_

The municipality measures all financial assets and financial liabllities after initial recognition using & following
*  Financial instruments at fair value. . :
*  Financial Instruments at amortised cost. 2022 _"
*  Financial instruments at cost. ~ 30

“All financial assets measured at amortised cost, or cost, are subject to an im'psﬁ'fﬁgéﬁﬁﬁ%ne rai South a
-' ri
Fair value measurament considerations ~ PUMaJ?nga Busine55 Um-:a :

The best evidence aof fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
municipality establishes fair value by using a valuation tachniqua, The abjective of using a valuation technique |s 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 currant fair value of another instrument that is substantially the same, discounted
cash flow anelysis and option pricing modals. if there is a valuation technigue commonly used by market participants to price
the instrument and that technigue has been demonstrated to provide reliable estimates of prices obteined In actual market
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relles
as little 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 methodologles for pricing financial instruments. Periodically, a municipality calibrates
the valuation technique and fests it for validity using prices from any observable current market transactions In the same
Instrument {l.e. without madification or repackaging) or based on any available cbservable market data.

The fair value of a financial liability with a demand fsature {e.g. 8 demand deposit) Is not less than the amount payable on
demand, discounted from the first date that the amount could be required to be paid.

Short-tarm receivables and payables are not discounted where the initlal credit period granted or received is ¢onsistent with the
terms used in the public sector, either through established practices or legisiation,

Galns and losses

A gain or loss arising from a change in the fair value of a financial asset or financlal 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 financlal asset or financlal fiability is derecognised or Impaired, or through the amortisation process.

Impairment and uncollactibility of financlal 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,

Financial assets measured at amortised cost;

If there is objactive evidence that an impeirment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial agset's ortiginal
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account. The amount of the
loss is recognised in surplus or deficit.

if, In @ subsequent period, the amount of the Impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised Impairment loss is reversed by adjusiing an
allowance account. The reversal does not rasult in & carrying amount of the financlal asset that exceeds what the amortised
cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount of the
reversal is recognised in surplus or deficit.

Financial assets measured at cost:
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1.5 Financial instruments {continued)

If there is objective evidence that an impairment loss has been incurred on an investment in & residual interest that is not

measured at fair value because Its fair value cannot be measured reliably, the amount-of the impairmentioss.is- measured:as -
the difference between the carrying amount of the financial asset and the present value of estimategyulif gabh flows |
discounted at the current market rate of return for & similar financial asset. Such impairment losses are g% reversed

Derecognition SR
Financlal assets _ 2022 -14- 30 =
The municipality derecognises financial essets using frade date accounting. | Auditor Gene ral South Africa '
The municlpality derecognises a financial asset only when: _ _ _! Mpumalegfa Business Unit

*  the contractual rights to the cash flows from the financial asset expire, are-settied-orwalved; —

*  the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial
asset; or

+  the municlpality, despite having retained some significant risks and rewards of awnership of the financial asset, has
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its
antirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose
additional restrictions on the transfer. In thie case, the entity :
- derecognisas the asset; and
-  recognises separately any rights and obligations created or retained in the transfer.

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised
in surpfus or deficit in the period of the transfer.

On derecognition of a financial asset in its enfirety, the difference between the carrying amount and the sum of the
consideration received is recognlsed In surplus or deficit.

Financilal {lablilities

The municlpality removes a financial liabllity (or a part of a financial liability) from its statement of financlal position when it is
extinguished — i.e. when the obligation spaclfiad in the contract Is discharged, cancelled, expires or waived,

An exchange between an exlsting borrower and lender of debt Instruments with substantially different terms is accounted for as
having extinguished the original financlal liability and a new financiel liability Is recognised. Similarly, a substantial modification
of the terms af an existing financlal llability or a part of it is accounted for as having extinguished the original financial liability
and having recognised a new financial liability.

The difference betwsen tha carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
surplus or deficit, Any llabilities that are waived, forgiven or assumed by another entity by way of a non-axchange franeaction
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and
Transfers).

1.6 Leases

A lease is classified as a finance lease if it transfers substantially al! the risks and rewards Incidental to ownership. A lease is
classified as an operating lease if it doas not transfer substantially alf the risks and rewards incidental to ownarship.

When a lease includes both land and buildings elements, the municipality assesses the classification of each element
separealcly.
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1.6 Leases (continued)

Finance leases - lessee

Finance leases are recognised as assets and llabllities In the statement of financial position at amounts equat te tha fair valuc
of the leased property or, if lower, the present value of the minimum lease payments. The coresponding llability to the lessor I
included in the statement of financial position as a finance lease obligation.

The discount rate used in"lculaling the present vajue of the minimum |ease payments is the interest rate Implicit in the lease,

Minimum lease payments are apportioned between the finance charge and reduction of the outstan@m%&%g' The f' inance |
charge Is ellocated to sach period during the lease term go as to produce a eonstant peaodic rate of on aln} g- g,i'anoe
of the liability. (

202 -t 30 Fa

Operating leases - lessor | '

Any contingent rents are expensed in the period in which they are incurred,

Operating lease revenue is recognised as revenus on a straight-line basls over the Iease &l%r General South Africa
Mpumalanga Business Unit

Initlal direct costs Incurred In negotiating and arranging operating leases are added-to-the-carrying-amount

and recognised as an expense over the lease term on the same basis as the lease revenue.

The aggregate cost of incantives is recognised as a reduction of rental revenue over the lease term on a straight-line basis.
Rental income for leases is disclosed under revenus In statement of financial performance.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basls over the lease tarm. The difference between
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability.

The aggregate benefit of incantives is recognised a6 a reduction of rental expense aver the laase term on a straight-line basis

1.7 Inventories

Inventories are initially measured &t cost axcapt where inventories ara acquired through a non-exchange transaction, then their
costs are thelr fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.
Inventories are measurad at the lower of cost and current replacement cost where they are held for:
. distribution at no charge or for a nominal charge; or
e  consumption In the production process of goods to be distributed at no charge or fer a nominal charge.

Net realisable velue is the estimated selling price in the ordinary course of operations less the estimated costs of completion
and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date.

The cost of Inventories comprises of all costs of purchase, costs of conversion and other costs incurred In bringlng the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily Interchangeable and goods or services produced and segregated for
specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assignhed using the welghted avarage cost formula. The same cost formula is used for all inventorias
having a similar nature and use to the municipality.
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1.7 Inventories {continued)

When inventories are issued, the camying amounts of those inventories are recognised as an expense in the period in which
the related revenue is recognised. if thers is no releted revenue, the expenses are recognised when the goods are distributed,
or related services are rendered. The amount of any write-down of inventories to net reaiisable value or current replacemant
cost and all losses of inventories are recognised as an expense In the pericd the write-down or loss occurs. The amount of eny
reversal of any write-down of Inventories, arising frem an Increase In net realisable value or current replacement cost, are
recognised as a reduction in the amount of inventories recognised as an exponhse in the perlod In which the reversa! acours.

Work in progress is recognised at cost and not depreclated. It includes ail costs Incurred in bringing the ultimate assets fo their
condition and location as intended by management.

Work in progress will be transferred to property, plant and equipment when the assets are avalidbisediadh. e

i S
Work in progress relating to projects on behalf of other entities will be transferred to the specific enu%"fwhen the assets are|

avallable for use,
1.8 Impalrment of non-cash-generating assets 2022 -11- 30

Cash-generating assets are those assets held by thmunicip?’lity wntrL the prrci)?ta': WWFGWMWthtQm,
Wh t is deployed in nsistent with that adopted by a -0 ed entity, it tes
rem?‘:an assef eployed in a manner consiste adop! Y & p ! Rﬂmpu rr?a'i’gh g%"%% 1 3 é:gm'rfl-al

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

Impairment is a lass in the future economic benefits or service potential of an asset, over and above the systematic recognition
of the loss of the asset's fuiure economic benefits or service potential through depraciation {amortisatlon).

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use.
ldentification
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, It is impaired.

The municipallty assesses at each reporfing date whether there Is any indication that a non-cash-generating asset may be
Impaired. If any such indication exists, the municipallty estimales the recoverable service amount of the asset.

Imespective of whether there is any indication of impaimment, the municipality also test a hon-cash-generating intangible asset
with an indefinite useful life or a non-cash-genarating intangible asset not yet available for use for impairment annually by
comparing ils carrying amount with its recoverable service amount. This impairment lest is performed at the same time every
year. If an intangible asset was Inilally recognised during the current reporting period, that intangible asset was tested for
impairment before the end of the current raperting period.
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1.8 Impalrment of non-cash-generating assats (continued)

Value in use =

B remaining
The present value of the remalning service potential of a non-cash-generatihg asats is determined using thé-foll’_'éﬁing
approach: | zm _"_ : 3 9 2 |
Depreciated replacement cost approach | I

Africa

The present value of the remalning service potential of a non-cash-genaraﬂrkgggsdénso Ee%rerrﬂnee%a'ssoeu :!;b ‘
replacement cost of the asset. The replacement cost of an asset Is the cost 1o Rfilseertha laEagie Mﬁﬁgmml_ This
cost is depreciated to refiect the asset in its used condition. An asset may be-replaced-elther through reproduction (replication}
of the existing asset or through replacement of Its gross service potential. The depreciated replacement cost is measured as
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreclation calculated on the basis of
siuch cost, to reflect the already consumed or expired service potential of the asset,

Value in use of non-cash-generating assets is the present value of the nan&as_lz];'

The raplacement cost and reproduction cost of an asset is determined on an “optimised” basls. The rationale is that the
municipality would not replace or reproduce the asset with & like asset if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services
the asset provides. Overcapacity assets are assets that have a greater capacity than is nacesgsary to meet the demand for
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an
optimised basis thus reflacts the sarvice potential required of the assst,

Recognition and measurement

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 lts recoverable service amount. This reduction Is an impairment loss.

An impalrment loss is recognised immediately in surplus or deflcit.

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

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

Reversal of an Impairment loss

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a non-cash-genherating asset may no longer exist or may have decreased. If any such indication exists, the
municipality estimates the recaverable service amount of that asset.

An impairment loss recognised In prior periods for a non-cash-generating asest is reversed if there has been a change in the
estimates used to determine the asset's recoverable service amount since the last impalrmant loss was recognised. The
carnying amount of the asset Is increased fo its recoverable service amount. The Increass is a reversal of an Impairment loss,
The increased carrying amount of an asset atiributable to a reversal of an impairment loss does not exceed the carrying
amount that would have besn determined (net of depreciation or amartisation) had ne Impairment loss baen recognised for the
asset In prior periods.

A reversal of an impairment loss for a non-cash-generating asset is recegnised Immediately in surpius or daficit.

After 2 rovarsal of en Impalrment loss Is recognised, ths dspreclation (amortisation) charge for the non-cash-generating asset
is adjusted In future periods to allocate the non-cash-generating asset's revissd carmying amount, less its residual value (if any),
on & systemafic basis over ifs remaining ussful life.
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1.9 Employee benefits . E
Short-term employee benefits 2027. -n.. 3 0 =

|

Short-term employee benefits are employee banefits (other than terminaticn benefts) that are gy eletlfrlas tweive

months after the end of the perlod In which the employees render the related Jeor ééﬁg‘é&%ﬁ |

| Mpumalanga Business Unit

Short-term employee benefits include llems such as: ) p‘ — —

*  wages, salaries and social security contributions; )

. short-lerm compensated absences {such as paid annual leave and paid sick Isave) where the compensetion for the
abseancas is due 1o be settied within twelve months after the end of the reporting period in which the employees
render the related employee service;

*  nen-monetary benefits (for example, medical care, and free or subsidised goeds or services such as housing, cars
and cellphones) for cument employess.

Whan an esmployee has rendered service to the municipality during a reporting period, the municipality recognise the
undiscounted amount of short-term employee benefits expected to be paid in exchange for that service:

*  as aliability (accrued expense), afler deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount of the banefits, the entity recognise that excess as an asset (prepald expense) to the extent
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and

¢ 8s an expense, unle=s ancther Standard requires or permits the inclusion of the benefits In the cost of an assst.

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

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

Post-employment benefits

Post-employment benefits are employee banefits (other than termination beneflts) which are payable afier the completian of
employment.

Post-employment benefit plans are formal or informal arrangements under which en municipallty provides post-employment
benefits for one or more employees,

Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or
defined benefit plans (other than state plans) thet pool the assets contributed by various entities that are not under common
control and use those assets to provide benefits to employees of more than one municipality, on the basis that contribution and
benefit levels ara determined without regard to the identity of the municipality that employs the employees concermned.
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1.8 Employee benefits (continued)
Post-employment benefits: Defined benefit plans
Defined banefit plans are post-employment benefit plans other than defined contribution plans.

Actuarial gains and [osses comprise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurrad) and the effects of changes in actuarial assumptions. In measuring Its defined
benefit liability the munlecipality recognise actuarial gains and losses In surplus or deficit in the reparting period In which they
oceur.

Asssts held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the
reporting municipality) that are held by an municlpality (a fund) that is legally separate from the reporting municipality and exists
salely to pay or fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to
the reporting municipality’s own creditors (even in liquidation), and ¢annot be retured to the reporting municipality, unless
either:

*  the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the pian or the

reporting municipallty; or
+  the assets are retumed to the reporting municipality to reimburse it for employee benefits already paid.

Current service cost is the increase in the present value of the defined bensfit obligation résulting from employeg service In the
cumrent period.

Interest cost Is the increase during a period in the present value of a dufined benelit obligation which arisas bacause the
benefits are one period closer to settiernent. ble T

Past service cost Is the change in the present value of the defined benefit olg:ggﬁqr},@- employes service,if-prior periods,
resulting in the current period from the introduction of, or changes to, poStiémpibymenit Bénefits of aﬁr long-term employee
benefits. Past service cost may be elther positive (when benefits are Introduced or changed so thal the present value of the
defined benefit abligation increases) or negative (when existing benefits are thanged so-that-the-presentvalue ot the definad
benefit obligation decreases). In measuring its defined benefit liability the municipality recognise past service cost as an
expense In the reporting period in which the plan is amended.

Plan assets comprise assets held by a long-lerm employee benefit fund and qualifying Insurance policies.

The present value of a defined banefit obligation is the present value, without deducting any plan assets, of expected future
payments required to settle the obligation resulting from employee service in the current and prior periods.

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together
with realised and unreslised gaine or losses on the plan assets, less any costs of administering the plan (other than those
inciuded In the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan
itself.

The municipality account not only for its legal obligation under the formal terme of a defined benefit plan, but also for any
constructive obligation that arises from the municlpality’s informal practices. Informal practices give rise to a constructive
obligation where the municipality has no reallstic altemative but to pay employee benefits. An example of & constructive
ohligation is where a change in the municipality’s Informal practices would cause unacceptable damage to its relationship with
employees.

The amount recognised as a defined bensfit liabllity Is the net totat of the following amounts:
*  the present vaiue 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 settied directly;
¢ plus any llability that may arise as a result of a minimum funding requirement

The amount determined as 2 defined bensfit liability may be negative (an asset). Tha municipality measuse the resiuliing assat

at the lower of:
+  the amount dstarmined above; and
»  the present value of any economic benefits availabls In the form of refunds from the plan or reductions in future
contributions to the plan. The present value of thase aconomic benefits is detemmined using a discount rate which

reflects the time value of money.

Any adjustments arising from the limit above is recognised In surplus or deficit.
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1.9 Employes benefits {continued)

The municipality determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient
regularlty such that the amounts recognised in the annual financlal statements do not differ materially from the amounts that
wouid be determined at the reporting date,

The municipality recognises the net totai of the following amounts in gsurphsm:daﬁnit.-emept.'tu.xhament-matenoﬂ\ar

Standard requires or permits their inclusion in the cost of an esset: | Audited -
*  current service cost; [ ) e
¢ interest cost; [ BV = |
. the expected retum on any plan assets and on any reimbursement rights; h [
*  actuarial gains and losses; 4. = P
¢ past setvice cost; 2022 " 3 0 B
¢ .the effect of any curtailments or seftiements; and

the effact of applying the limit on a defined benefit asset (?BMWWFWM}\ Africa |

The municipality uses the Projected Unit Credit Method to determine Wﬂew&w%&ssﬁm&ugaﬂons and the
related current service cost and, where applicable, past service cost. he-Projected-Unit-Credit-Method-(semetimes known as
the accrued benefit method pro-rated on service or as the benefit/years of service method) seas each period of service as
giving rise to an additional unit of benefit entitlernant 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 municlpality shall attribute benefit to periads of service under the plan's benefit formula, However, If an
employee’s service in later years will lead 1o a materialfly higher level of benefit than In earlier years, an municipality shall
attribute benefit on a siraight-line basis from:

*  the date when service by the employee first leads to benefits under the plan {whether or not the benefits are

conditlonal on further service); until
¢+ the date when further service by the employee will lead to no material amount of further benelits 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 resuits 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 galns or losses on the curlallment or setlement of a defined benefit plan when the curtailment or
settlement occurs. The gain or loss on & curtaliment or seftlement comprises:

*  any resulting change In the present value of the defined benefit obligation; and

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

Before determining the effect of a curtailment or settiement, the entity re-measure the obligation (and the related plan assets, if
any) using current actuarial assumptions {including current market Interest rates and other cumrent market prices).
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1.2 Employee benefits {continued)
Other post retirement obligations

The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some’
retirees. .

The enfitement to post-retirement health care benefits is based on the employee remaining in service up 1o retirement age and
the completion of a minimum service period. The expected costs of these bensfits are accrued ovar the pericd of employment,
Independent quelified actuaries carry aut valuations of these obilgations. The municipality also provides & gratuity and housing
subsidy on retirement to certain smployees. An annual charge to income Is made to cover both these liabiliies.

The amount recognised as a liabiftty for other long-term employee benefits is the net total of the fallowing 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.

The municipality recognises the net total of the following amounts as expense or revenue, axcept to the extent that another
Standard requires or permits thelr inclusion in tha cost of an asset:
current service cost;

interest cost;
the expected retumn on any plan assets and on any relmbursement right recognised as an assst;
actuarial gains and losses, which shall all be recognised immediately; [Eh

L I I O ]

past service cost, which shall all be recognised immediately: and
the effect of any curtailments or setilements.

1.10 Provisions and contingencles

Provisions are recognised when:
*  the municipality has a present obligation as a result of a past event;
*  itis probable that an outflow of resources embuodying economic benefits or service potential will be required to
settle the obligation; and
. reliable estimate can be made of the obligation,

The amount of a provision is the best estimale of the expenditure expected to be required to seitfe the present obligation at the
reporting dato.

Where the effect of time value of money is material, the amaunt of a provision Is the present value of the expanditures
expected o be required to settle the obligation.

The discount rate is a pre-tax rate that reflacts current market assessments of the time value of money and the risks specific to
the lability.

Whera some or all of the expenditure required to seitle & provision is expected to be reimbursed by another party, the
relmbursement is recognised when, and only when, it is virtually certain that reimbursement will be recelved if the municipaiity
settles the obligation, The reimbursement Is treated as a separate asset. The amount recognised for the reimbursement does
not exceed the amount of the provisicn.

Provisions ara reviewed at each reporting date and adjusted to reflect the current best estimate, Provisions are reversed ifit is
no longer probable that an outflow of resources smbodying sconomic benefits or service potential will be required, to settle the
obligation.

Where discounting is used, the carmying amount of a provision increases in each period to refiact the bassage of time. This
increase is recognised as an interest expense.

A provision is used only for sxpenditures for which the provision was originally recognised,
Provisions are not recognised for future operating deficits.

If 8 municipality has a contract that is onerous, the present chligation {net of recoveries) under the contract is recognised and
measured as a provision.
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1.10 Provisions and contingencies {continued) [ 'ng’ﬁ‘;ﬁé
A constructive obligation to restructure arises only when a municipality: BV
*  has a detalled formal plan for the restructuring, identifying at least: :
- the activity/operating unit or part of a activity/operaling unit concemed; _“_ 3 ﬂ
- the principal locations affected; , 2022

- the location, function, and approximate number of employees who will b’g compensated for services being

terminated; I . _ | South Africa |
=  the expenditures that will be undertaken; and Auditor Genera . Unit
- when the plan will be implemented; and | Mpumalanga Business Unit

* has raised a valid expectation in those affacted that it will carry out the restructuring by starting o implement thal
plan or announcing its main features to those affected by it,

A resfructuring provision includes enly the direct expenditures arising from the restructuring, which are those that are both:
*  necessarily entalled by the restructuring; and
*  not associated with the ongoing activities of the municipality.

The municipality does not recognise a contingent labitity or contingent assat, A contingent liabllity is disclosed unless the
possibility of an outflow of resources embedying econemic benefits Is remote. A contingent asset is disclosed where an
inflow of economic benefits is probable.

Contingencies are disciosed in note 27.

1.11 Revenue from axchange transactions

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

An exchange transaction is one in which the municipality recelves assets or services, or has liabilities extinguished, and directly
glves approximatefy equal value (primarily in the form of goods, services or use of asgets) to the other party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties In
an am's length transaction.

Measurement

Revenue Is measured at the fair value of the consideration received or receivable, net of trade discounts, commission and
volume rebates.

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

*  the municipality has transferred to the purchaser the significant risks and rewards of ownership of the geods;

¢ the municipality retains neither continuing managerial involvemant to the degree usually associated with
ownership nor effective contrel over the goods sold;

= the amount of revenue can be measured reliably;

*  Itis probable that the economic benefits or service potential associated with the transaction will flow to the
municipality; and

*  the costs incurred or to be incurred in respect of the transaction can be measured reliably.

31



Ehlanzeni District Municipality
Annual Financial Statements for the year ended 30 June 2022

Accounting Policies

1.11 Revenue from exchange transactions (continued)

Interest and dividends = = I
S— N . Audited

Revenue ariging from the use by others of municipality's assets yielding interest, [oyalties and div:derEsv or simlla

is recognised when: ’
¢  ltis probable that the economic benefits or service potential associated with the transaction will flow to thi

municipality; and ' N
¢+ The amount of the revenue can be measured reliably. ; 2022 "" 3 EI T
Interest is recognised, In surplus or deficlt, using the effective interest rate metho::l.Aud;to r General South Africa |

Dividends or simllar distributions are recognised, in surplus or deficlt, when the n'runMﬁl!E}?@ Slimrgaetus paeshinis
been established. -_—_— ——

Service fees included in the price of the product are recognised as revenue over the perlod during which the service is
performed.

1.12 Revenue from non-exchange transactions

Revenue comprises gross Inflows of sconomic benefits or service potential received and receivable by an municipallty, which
represants an Increase in net assets, other than increases relating to contributions from owners.

Conditlons on transferred assets are stipulations that specify that the future economic benefits or service potentlal embodied in
the asset is required to be consumed by the reclplent as specified or future economic benefits or service potential must be
retumned o the transferor.

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

Restrictions on fransferred 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 transferar if not deployed
as specified.

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

Recognition

An inflow of resources from a non-exchange {ransaction recognised as an asset is recognised as revenue, except to the extent
that a llabifity is also recognlsed in respect of the same Infiow.

As the municlpality satisfies a present cbligation recognised as a liability in respect of an Inflow of resources from a non-
exchange transaction recognised as an asset, It reduces the carrying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.

Revenue received from conditional grants, donations and funding are recognised as revenue o the exteni that the municipality
has complied with any criteria, condltions or obligations embodied in the agreement. To the extent that tha criteria, conditions
or obligations have not been met, a liability Is recognised.

Measurement

Revenue from a non-exchange transaction Is measured at the amount of the increase in net assets recognisad by the
municipality.

When, as a resuit of a non-exchange transaction, the municipallty recognises an asset, it also recognises revenue equivalent
to the amount of the asset measured at its fair value as at the date of acquisition, unless It I also required to recognise a
liability. Where a liability is required to be recognised it will ba measured as the best estimate of the amaount required fo settle
the obligation at the reporting date, and the amount of the Increase in net assels, If any, recognised as revenue. When a
liability is subsequently reduced, because the taxable event occurs or & condition is satisfied, the amount of the reduction in the
liability Is recognised as revenue.
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1.12 Revenue from non-exchange transactions (continued)
Transfers

The municipality recognises an asset in respect of transfers when the transferzed resources. meet the definition of an asset and

satisfy the criteria for recognition as an asset. I| Au dft&d e |

The municipality recognises an asset In respect of transfers when the transferred resources meetgrf definition of an ass%t and
satisfy the critetia for recognition as an asset, [ |

Transforred assets are measured at their fair value as at the date of acquisition. 2[}22 i1~ 30 [|
| .

| Auditor General South Africa fl

Fines are recognised as revenue when the receivable mests the definition of "‘Wﬁé@ﬁ?ﬁ%ﬁ%ﬁs@fﬁ he&ogpition

Fines & penalties

as an asset, L

Assels arising from fines ars measured at the best estimate of the inflow of resources to the municipality.
Where the municipality collects fines in the capacity of an agent, the fine will not be revenvue of the collecting entity.
Gifts and donations, including goods inkind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it Is probable that the future
economic benefits or service potential will fiow to the municipality and the fair value of the assats can ba measured rellably.

Services In-kind

Services in-kind are recognised as assets and the related revenue recognised when It is probable that the future economic
benefits ar service potential will flow to the municipality and the fair value of the assets can ba measured reliably.

1.13 Expenditure

Expenses are decreases In aconomic benefits or service potential during the reporting period in the form of cutflows or
consumption of assets or incurrence of liabilities that rasult in decreases in net assets, other than those relating to distributions

to owners.

The definilion of expense encompasses all cost that arise from the ordinary activities of the municipality, recognised, and
classified by type on the statement of financial performance.

Losses also are regarded as expense as long the nature and extent of the losses meet definition of expenses even if may, may
not, arise in the course of the ordinary activities of the municipality. When losses are recognised In the statement of financial
performance, they would be displayed separately because knowledge of them is useful for the purpose of making

economic declsions.

Expense Is classified based on elther their nature or thelr function as per the provisions in GRAP 1. The paint at which an
expense is recognised is dependent on the nature of the transaction or other event that gives rise to the expense,

1.14 Accounting for adjustment to revenue

Accounting for adjustment to revenue that correct an error or a prior period error
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1.14 Accounting for adjustment to revenue (continued)

Where an evidence exlsts during a reporting period that the municipality did not follow proper due processes in terms of the
applicabls lagislative and regulatory, and/or its policies and by-laws framework on the revenue charged and racognised in the
current of prior period, the corraction of such an emor shall be made once all intemal due processes have been complied with,

including where epplicable Council approval of such a correction of the error. | —

e AudBed
The error discovered within the reporting period which relates to that period shall be-corfected befg dﬁgénarpéiél's it

are authorised for issue and the principles in GRAP3 shall be applisd to account for the adjustment venue a
recognised as a result of the correction of a prior perlod error. [ -

Accounting for the adjustment to revenue as a change in accounting estilllnate 2022 h “" 3 ﬂ

Where an evidence exists during a reporting period that new information becdmﬂﬂﬁ@%@ﬁr@ 2% th !'
municipaiity would net reasonably have pricr knowledge of this new information u@@n the re eﬁtua wags? g@m éi%ﬁs_trnent
to revenue Is treated as a change in en accounting estimate in line with the princi Pf_ﬁ ga Busi ness Unit |

1.15 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised as part of the cost of that asset untll such time as the asset Is ready for its Intended use. The amount of
borrowing costs eligible for capitalisation is determined as follows:
*  Actual borrowing costs on funds specHically borrowed for the purpose of obtaining & qualifying asset less any
investment income on the temporary investment of those burrowings.
*  Waeighted average of the barrowing casts applicable to the municipality on funds generally borrowed for the
purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs
incurred.

The capitalisation of borrawing costs commences when all the following conditions have baen met:
¢  expanditures for the asset have been incured:
s  borrowing costs have been incurred; and
¢ activities that are necessary to prepare the asset for its intended use or sale are undertaken.

When the cartying amount or the expected uttimate cost of the qualifying asset exceeds its recoverable amount or
recoverable service amount or net realisable value or replacament cost, the carrying amount Is written down or written off in
accordance with the accounting policy on Impairment of Assets as per accounting policy number and 1.8. In certain
circumsiances, the amount of the write-down or write-off is written back in accordance with the same accounting paolicy.

Capitalisation is suspended during extanded periods In which active development Is interrupted.

Cepitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or
sale are complete,

When the municipality completes the construction of a qualifying asset in parts and each part is capable of being used
while construction continues on other parts, the municipality ceases capitalising borrowing costs when It completes
substantially all the activities necessary to prepare that part for Its intended use or sale.

All other borrowing casts are recognised as an expense in the period in which they are incurred.
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, Audited o
1.16 Events after reporting date By . |
Evenis after reporting date are those events, both favourable and unfavourabls, that oct;urbetwean the reporting ddte and the
date when the financial statements are authorised for lssue. Two types of events can be identfigg? -11- 3§ = |
- those that provide evidence of conditions that existed at the reporting date (adjusting evénts after the reporting date);
and 1von |
- thase that are indicative of conditions that arose after the reporting date froetétmaiGeasnt|Bekbrdiing
date). | Mpumalanga Business Unit

The municipality adjusts the amount recognised in the financial statements to refiect adjusting events after the reporting dats
once the event occurred.

The municipality discloses the nature of the event and an estimate of its financlal effect or & statement that such estimate
cannot be made In respeet of ail material non-adjusting evsnts, where non-disclosura could Influence the economic declsions
of users taken on the basis of the financial statements.

1.17 Comparative information

Whenever it is appropriate, the GRAP 1 provision would be applled to reclassify comparative information to enhance inter-
period comparability of financial information. This reclassification is done to assist users in making and evaluating decisions,
especially to allow the performance of financial trends analysis and assessment for predictable purposes.

The rational and details for this additional comparative information reclassification other than what is a requirement of GRAP 3
provislons would be separately stated on a disclosure note to the annual finencial staiements,

1.18 Unauthorised expenditure

Unauthorised expenditure means:
s 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 purpase of the main division.

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

1.19 Frultless and wasteful expenditure

Fruitiess expenditure means expenditure which was mada In vain and would have been avoided had reasonable care been
exercised.

All expenditure relating to fruitless and wasteful expenditure Is recognlised as an expense in the statement of financial
performanca In the year that the expenditure was incurred, The expendlture is classified in accordance with the nature of the
expense, and where recovered, It Is subsequently accounted for as revenue in the statement of inanclal performance.

1.20 lrregular expenditure

Irregular expenditure is expenditure that is confrary to the Municipal Finance Management Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the
municlpality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Iregular expenditure
is accounted for as expenditure in the Statement of Financial Performance and where recovered, it s subsequently accounted
for as revenue in the Statement of Financial Performance.

1.21 Presentation of currency
These annual financial statements are presented in South African Rand, which is the functional currency of the municipality,
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1.22 Segment Information

A segment is an activity of the municipality:
- that generates economic benefits or service potential {including economic benefits or service potential relating to
transactions between activities of the same entity);
- whose results are regularly reviewed by management to make decisions about resources to be allecated to that
activity and in assessing its performance; and e T
- for which separate financial information s avallable. , Audited ... -~ |
| B o |
Reportable segments are the actual segments which are reported on in the segment report. Theygéfe the segments identified
above or alternatively an aggregation of two or more of those segments where the aggregation criteria are met.. "% . |

Measurement i 2022 -H- 30 " - ‘
The arnount of each segment ttem reported is the measure reported to managl;gqﬁq {@,&ngmgéﬁmﬁgﬁﬂg&ms

about aliocating resources to the segment and assessing Its performance. Adjustments a in préparing the
entity's financial statements and allocations of revenues and expenses are iﬁcllﬁé@@m%&ﬂm&&pﬁm&ﬁgﬁaﬁtswhs or
deficit only if they are Included in the measure of the segment’s surpius or deficit i imifarly; only

those aeeets and liabllities thet are included in the measures of the segment's assets and segment’s Ilabllltfeslmat Bre used by
management are reported for that segment. If amounts are allocated to reportad sagment surplus or deficit, assets or liabllities,
those amounts are allocated on a reasonable basis.

If managemant uses only one measure of a segment’s surplus or deficit, the segment’s assets or the segment’s liabilities In
assessing segment performance and deciding how io allocate resources, segment surpius or deficit, assets and liabllifies are
raported in terms of that measure. If management uses more than one measure of 8 segmant's surplus or deficlt, the
segment's agsets or the segment’s liabilities, the reported measures are those that management believes are detarmined in
accordance with the measurement principles most conslstent with those used in measuring the comesponding amounts in the
entity's financial statements.

1.23 Changes in accounting policy, accounting estimates and correction of error

Changes in accounting policies are applied retrospecitvely In accordance with the requirements of Generally Recognised
Accounting Practise (GRAP) 3, except to the extent that it is impractical to detertmine the period specific of the cumulative
effect of the change in accounting policy. In such instances the municipality shall restate the opening balances of agsets,
liabilitics and net assets for the earliest period for which the restrospective restatemant iz practical.

Changes in accounting esfimates are applied prospectively in accordance with the requirements of Generally Recognisad
Accounting Practise (GRAP) 3. The detailed information of the change in accounting estimates Is disclosed in the netes to the
annual financial statements.

Correction of errors is applied retrospecitvely in the pericd to which the error has occurred In accordance with the requirements
of Generally Recognised Accounting Practise (GRAP) 3, except to the extent that it is impractical to detertmine the period
specific of the cumulative effsct of the change in accounting policy. In such instances the municipality shall restate the opening
balances of assets, liabllittes and net assets for the earliest period for which the restrospective restatement Is practical.

1.24 Value Added Tax

The municipality accounts for VAT on the payment basis.
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1.28 Accounting by principals and agents

An agent is an entity that has been directad by another entity (a principal), through a binding arrangement, to undertake
transactions with third parties on behalf of the principal and for the benefit of the pringipal.

A principal Is an entity that directs another entity (an agent), through a binding amangement, to-underiske-traneactisiis with
third parties on Its bahalf and for its own benefit, |~ AUéﬁﬁa . o

A principal-agent arrangement results from a binding arrangement in which ore érﬁi&iéﬁzégent), Ei’ﬁerta‘k& :
third parties on behalf, and for the benefit of, another entity (the principal). | = oo

L =

Identlfying whether an entity Is a principal or an agent | 2&22 "“" 3 0 S
| |
When the municipality Is party to a principal-agent arrangement, it assesses whether jt s theprinci tEgica f
accounting for revenus, expenses, assets andfor Habilities that result from Mnsaﬁﬁé&mWegst%?ﬁ 4 in, |
terms cf the amangement. | Mpumalanga Business Unit |

The assassment of whether the municipality is the principal or the agent requires the r_nunlclpallty o assess whether the
transactions It undertakes with third parties are for the benefit of another entity or for its own benefit.

Binding arrangement

The municipality assesses whether it is the agent or the principal by assessing the rights and abligations of the various
parties established in the binding arrangement.

Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as the
principal or the agent.

Assessing which entity benefits from the transactions with third parties
The munigipality is the agent when, in relation to transactions with third parties, all three of the following criteria are present:

- It does not have the power to determine the significant terms and conditions of the transaction;

- it does not have the ability to use all, or substantially all, of the resources that result from the transaction for Its
own benefit; and

- it is not exposed to variability in the results of the fransaction.

Where the municipality has been granted spacific powers in terms of legislation to direct the terme and conditions of
particular transactions, it is not required to consider the criteria of whether it does not have the power to determine the
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgement in
determining whether such powers exist and whether they are relevant in assessing whether the municipality Is an agent.

The municipality, as the agent, recognises only that pertion of the revenue and expenses It recelves or incurs in executing the
transactions on behalf of the principal in accordance with the requirements of the relevant Standards of GRAP.

The municipality recognises assets and liabllities arising from princlpal-agent arrangements in accordance with the
requirements of the relevant Standards of GRAP.

1.26 Budget Information

The appraved 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 1 July 2021 to 30 June 2022,

Management will provide explanations of variances hetween actual and budgeted amotnts of more than 10% based an
material significant judgment assertion, refer to note 38,

1.27 Related parties
The muni¢ipallity operates In an economic sector currently dominated by entities directly or indirectly owned by the South

African Government. As a consequence of the constitutional independence of the three spheres of government in South Africa,
only entities within the local sphere of government are considered 1o be reiated partles.
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1.27 Related partles (continued)

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 legistation, in instances where thay are tequired to
perform such functions.

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

Only transactions with related partles not at arm’s length or not In the ordinary course of business are disclosed.

1.28 Going concern assumption

These annual financlal stataments have been prepared on the assumption that the municipality will continue to operate as a
going concemn for at least the next 12 months.

1.29 Capital commitments
ltems are classified as commitments where the municipality commits itself to future transactions that will normally result in

the outflow of resources.

Capital commitments are not recognised In the statement of financial position as a liability, but are included in the

disclosure notes in the following cases: | e
- approved and contracted commitments; i ) Audﬁg‘d L i
- where the expenditure has been approved and the contract has been awarded at the reportiﬁgidate; ang - e

- where disclosure is required by a specific standard of GRAP. !

2 - 30 |

:- Auditor General South Africa |
.f l_\{!ptinja{anga_ Business Unit ,'

38



Ehlanzeni District Municipality
Annual Financial Statements for the year ended 30 June 2022

Notes to the Annual Financial Statements

2. New standards and interpretations
2.1 Standards and Interpretations Issued, but not yet effective

The municipality has not applled the following standards and interpretations, which have been published and are mandatory
for the municipality’s accounting pericds beginning on or after 01 July 2022 or later periods:

GRAP 104 (amended): Financial Instruments

Following the-global financial crisis, a number of concerns ware raised about the accounting for financial instruments. This
included that:

(a) information on credit losses and defaults on financlal assets was received too late to enable proper decision-making;
{b) using fair value in certain instances was inappropriate; and

(c} some of the existing accounting requirements were seen as too rules based.

As a'resull, the JASB amended Its existing Standards to dea] with these issues. The JASB Issued the IFRS Standard on
Flnanclal instruments (IFRS 8) in 2008 to address many of the concerns raised. Revisions were also made to the IFRS
Standard on Financial Instruments: Presentation (IAS 32) and the IFRS Standard on Financial Instruments: Disclosures
{IFRS 7). The IPSASE issued revised IPSASs in June 2018 so as lo align them with the equivalent IFRS Standards,

The revisions better align the Standards of GRAP with recent intemational developmants. The dégiifi@shs resu__it i ;hettel'
information available to make decisions about financial assets and their recoverability, and more tr@gparent informiation oln
financial liabilities. I = |

The most significant changes to the Standard affect: . 2022 .“. 3 0

-financial guarantee contracts Issued;

- loan commitments Issued; o
- classlfication of financlal assets; . Auditor General South Africa
- amortised cost of financial assets; ' . |
~ impairment of financial assets; and Mpumalanga Business Unit |
- disclosures. N I

The effective date of the amendment is not yet set by the Minister of Finance.

The municlpality expects to adopt the amendment for the first time when the Minister sets the effactive date for the
amendment.

The Impact of this standard Is currently being assessed.
Guideline on Accounting for Landfill Sites

The Constitution of the Republic of South Africa, gives local govemment the executive authority over the functions of
cleaning, refuse removal, refuse dumps and solid waste disposal. Even though waste disposal activities are mainlty
undertaken by municipalities, ether public sector sntities may also be Involved In these activities from time to time,
Concems were ralsed about the Inconsistent accounting practices for landfill stes and the related rehabilitetion provision
where entities undertake waste dispasal actlvities. The objective of the Guideline is therefore to provide guidance to entities
that manage and operate landfill sites. The guidance will improve comparability and provide the necessary Information to
the users of the financial statemenis lo hold entitles accountable and for decision making. The principles from the relevant
Standards of GRAP are applied in accounting for the landfill site and the related rehabilitation provision. Where appropriate,
tha Guldeline also llustrates the accounting for the land in a landfill, the landfill site asset and the related rehabiiitation
provision,

It cavers: Overview of the legislative requirements that govern landfill sites, Accounting for fand, Accounting for the fandfill
site ssset, Accounting for the provision for rehabliitation, Closure, End-use and monltoring, Other considerations, and
Annexures with Terminclogy and References to proncuncements used In the Guideline.

The effective date of the guideline is not yet set by the Minister of Finance.

The municipality expects to adopt the guideline for the first time when the Minister sets the effective date for the guideline.

The Impact of this standard is currently being assessed,
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2. New standards and interpretations (continued}

Guideline on the Application of Materiality to Financial Statements

The oblective of this Guideline Is to provide guidance that will assist entities to apply the concept of materiality when
preparing financial statements In accordance with Standards of GRAP. The Guideline aims to assist entities in achieving
the overall financlal reporting objective. The Guideline outfines a process that may be considered by entities when applying
materiality to the preparation of financial statements, The process was developed based on concepts outiined in Discussion
Paper & on Materielity — Reducing Complexity and Improving Reporting, while also clarifying existing principles from the
Concaptual Framework for General Purpose Financial Reporting and other relevant Standards of GRAP. The Guideline
includes examples and case studles to [Hustrate how an entity may apply the principles In the Guideline, based on specific
facts presented.

it covers: Definition and characteristics of materiality, Role of materiality in the financial statements, Identifying the users of
financlal statements and their information needs, Assessing whether information is material, Applying matsrlality In
preparing the financial statements, and Appendixes with References to the Conceptual Framework for. General Purpose

Financial Reporting and the Standards of GRAP and References to pronouncements used IrTAWé_q;Eqda‘ﬁe‘"— ‘

The effective date of the guldeline is not yet set by the Minister of Finance. | By

ez
The municipality expects to adopt the guideline for the first time when the Mirl\ister sets the eﬂfiezctiv? 1datq5fcﬁ' the guideling.

| 2 |

'_ Auditor General South Africa |
GRAP 25: (Amended) Employee Benefit Mpumalanga Business Unit |

The objective of GRAP25 is to prescribe the accounting and disciosure for employee benefits. The Standard requires an
municipality to recognise:
- & liability when an employee has provided service in exchange for employes banefits to be paid in the future; and
- an expense when an municipallty consumes the economic benefits or service potantial ariging from service
provided by an employee in exchange for employee benefits.

The impact of this standard is currently being assessed.

The ASB made amendments to GRAP25 In 2021 to align with IPSAS39 and IFRIC14,
The mosst significant changes to the Standard affect
- Post-employemsent benefit disclosures
- Changes to components of defined benefit plans
- Defined benefit disclosures
- Guidencs on application of Standard -
This Standard supersedes the Standard of GRAP on Employee Benefits issued in 2009.
The effective date of the guideline is not yet set by the Minister of Finance.
The municipality expects to adopt the guideline for the first time when the Minister sets the effective date for the guideline.

The Impact of this standard is currently being assessed.

IGRAP 21: Effect of past declsions on materiality

This Interpretation explains the nature of past matariality decisions and their potential effect on current and subsequent
reporting periods.

The effective date of the standard is for years beginning on or after 01 April 2023,
The municipality expects to adopt the standard for the first time in the 2023/2024 annual financial stalements.

The expected impact of the standard Is currently being assessed.
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Figures in Rand 2022 2021
3. Cash and cash equivalents i _ Audﬁgg
Cash and cash equivalents consist of: By
Cash on hand - ; © 4000 4,000
Bank balances | 2022 M- 30 - algezs  7asane
i . .. 1,322,828 742,372
| Auditor General South Afe
The municipality had the following bank accounts | Mpumalanga Business Unit |
Account number / description o . Bank statement balances
30 June 2022 30 June 2021 30 June 2020
FNB Nelsprult Cheque account - 62 113 491 419 (Primary bank 1,141,615 563,638 6,242,944
account)
FNB Nelsprult Cheque account - 62 737 784 109 3N -
FNB Nelsprult Cheque account - 62 852 994 592 176,822 174,734 115,807
Total 1,318,828 738,372 8,358,551
4. Recelvables from exchange transactions
Trade and other receivables 10,946,020 4,195,036
Implementing agent receivables (Refer to note 40) 32,324,326 43,955,502
Prepayments 2,163,626 1,744,442
45,433,972 49,884,980
Trade and other recelvables
2022 Gross balance Allowance for Total
debt
impairment
Trade and other receivables 22,189,802  (11,243,782) 10,946,020
2021 Gross balance Allowance for Total
debt
impairment
Trade and other receivables 10,756,929 (6,561,893) 4,195,036
Trade and other recelvables: Ageing
Current 5,300,161 4814
30+ days - 104,665
60+ days 773,918 -
90+ days 1,844,357 1,057,065
120+ days 2,515,458 2,705,342
365+ days 512,126 323,350
Trade and other receivables impaired
Current {529,208) {27,355)
30+ days - (61,560)
60+ days - {499,170)
120+ days (2,264,415) -
365+ days (8,440,158)  (5,973,808)
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4. Receivables from exchange transactions (continued)

Reconciliation of provision for Impairment of trade and other receivables

Opening balance (6,561,893) {462,550)
Provision for impalrment (4.681,889)  (5,099,343)

{11,243,782)  (8,561,883)

The maximum exposure to credit risk at the reporting date is the fair value of each class of debtor mantloned above. The
municipality does not hold any collateral as security. . — e

| .
The fair value of trade and other recelvables approximates their carrying'amoun!s Augtﬂd
5. Inventories I zm _"_ 30 , -
!

Work in progress 12,161,984, 8,463,385
Consumable stores | Auditor General Sou@&iﬁ? | 167,070
COVID-19 supplies ; Mpumalanga 2 0e i n 44138t :, 875,863

N —12:869.:285—9,306,318
Consumables
Opening balance 167,070 303,950
Additions 1,243,246 783,000
Issued (1,142,583) (207,018}
inventory adjustment (4,570) (12,961}
Closing balance 263,163 167,070

Consumables comprise of office stationery.

COVID-19 supplies

Opening balance 675,863 905,819
Additions 959,175 1,663,932
Issued (1,180,900}  (1,893,388)
Closing balance 444138 675,863

COVID-19 supplies comprises of hand sanitizers and persenal protective equipment.
Reconciliation of work in progress 2022
Opening Additions Transfers Cilosing

balance balance
Work in progress - projects for local municipalities 8,463,385 16,288,765 (1 5,590,166) 12,161,984

Reconclliation of work In progress 2021

Opening Additlons Transfers Closing
balance balance
Work in progress - projects for local municipalites 3,829,146 12,846,621 {8,312,382) 8,463,385
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2022 2021

6. Statutory recesivables

VAT refundable
Municipal health certificates

Statutory receivables reconcillation

2022

VAT receivable

2021

VAT recsivable
Municipal health certificates

Statutory receivables: Agelng

Current

The maximum exposure to credit risk at the reportin
municipality does rot hold any collateral as security.

e e

~ Audived
By

w7 -1- 30

| i frica |
| Auditor General South A |

Business Unit |
Gross-balance-Atiowance for Total

| Mpumalang?

The fair value of statutory receivables approximates their carrying amounts.

6,451,013

€451,013 11,600,570
| - 12,075

6,451,013 11,612,645

debt
impalrment
- 6,451,013

Gross balance Allowance for Total

11,600,570
12,075

debt
impairment
- 11,600,570
- 12,075

6,451,013 11,612,645

g date Is the fair value of each class of debtor mentioned above. The
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7. Investments ! - o _--Auﬂltgﬂ

Short tarm investments : By

Standard Bank fixed deposit | 2m _“- 3 n 10.0115,792 -
First National Bank fixed deposit ' 5,24'},6,838 535,386

| Auditor General South Africa |

Nedbank fixed deposit . 671,233 40,088,740
Pos Mpumalanga Business Uit

ABSA Bank fixed deposit e = 20,671,634 40,467,461

Sanlam investment 3,029,980 3,517,115

79,665,477 84,586,702

Long term Investments

Momentum investment 1,125,482 1,081,804

1,125,482 4,081,804

Reconciliation of Momentum Investment

Opening balanca 1,081,804 1,046,703
Fair value adjustment 43,866 35,101
Charges (188) -
Closing balance 1,125,482 1,081,804

Momentum investment is an investo endowment fund with an inception date of 29 February 2008 and continuation date of

1 March 2026, in addition, this investment portfolic does not expose the municipelity to any investment fluctuation risks such as
the market and interest rate risks as the annualised investment portfollo rate of retum Is very stable and has been growing
steadlly.

Reconciliation of Sanlam Shares

Opening balance 3,817,115 3,377,851
Fair value adjustment (487,135) 139,264
Closing balance 3,029,980 3,517,115

Sanlam listed Investments are disciosed at current market value of shares at reporting date (57310} shares at R52,87 per
share). The municipality's risk is that the share price of lisled investments might devalue significantly during the period under
review and result in a substantial loss of the investment. The share price risk is managed by only investing in reputable listed
entities with a good track record. The Sanlam listed investment was classifled as short term after Council took a decision during
the financial year to dispose of the shares.

There is & limited general cesslon on the ABSA fixed deposit account {Account 20-6058-5378) for R120,000.
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Figures in Rand Do t2022' T 2021
FpomEiee TSiTesS Ot
8. Property, plant and equipment -
2022 2021
Cost Accumulated Carrying value Cost Accumulated Carrying value
depreciation depreciation
and and
accumulated accumulated
impairment impairment
Land 8,103,054 - 8,103,054 8,103,054 - 8,103,054
Buildings 234,923,729 (66,567,307) 168,356,422 234,923,728 (61,001,775) 173,821,953
Furniture and fxtures 12,857,168  (11,105,695) 1,761,464 12,574,314  (10,742,497) 1,831,817
Motor vehicles 7,504,009 (5,943,534) 1,560,475 7,691,312 (54€3,402) 2,197,910
Office equipment 35,818,503 (26,744,645) 9,073,858 33,800,422 (25,366,748) 8,442 674
Plant and eguipment 828,011 (572,885) 255,126 780,183 {488,938) 291,225
Total 300,034,465 (110,934,066) 189,700,399 297,881,993 (103,093,360) 194,788,633

Reconciliation of property, plant and equipment - 2022

Opening Additions Disposals Transfers Depreclation Total

balance

Land 8,103,054 - " . - 8,103,054
Buildings 173,921,253 - - - (5,565,531} 168,356,422
Furniture and fixtures 1,831,817 314,280 (1.303) - (393,330) 1,751,464
Motor vehicles 2,197,910 - (57,492) - (579,943) 1,560,475
Office equipment 8,442,674 3,883,672 (87,293) {4,580) (3,160,615) 9,073,858
Plant and eguipment 291,225 48,298 . (86) 4,580 (88,891) 255,126

194,788,633 4,246,250 (146,174} - (9,788,310) 189,100,399

Reconcilliation of property, plant and equipment - 2021

Opening Additlons Disposals Transfers Depreclation’ Total

balance

Lang 8,103,054 - - - - 8,103,054
Buildings 179,488,338 - - - (5,566,385) 173,921,953
Furniture and fixtures 2,272,026 264,026 (6,147) 85 (698,173) 1,831,817
Motor vehicles 1,926,621 869,288 - - (597,999) 2,197,910
Office equipment 9,098,367 2,523,185 (124,828) (85) (3.054,985) 8,442,674
Plant and equipment 328,745 45,970 - e (83,490) 281,225

201,218,151 3,702,469 (130,975} - {10,001,012) 194,788,633

Pledged as security
Carmying value of assets pledged as security for the DBSA loan (Refer to note 12):

Land and buildings 174,311,867 179,845,783

Assets subject to finance lease (Net carrylng amount)

Office equipment 1,525,844 161,183
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2021

9. Intanglhle assets

2022 2021
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impairment impairment
Computer software 17,644,251  (14,002,112) 3,642,139 16,803,773  (12,509,585) 4,204,188
Reconciliation of intanglble assets - 2022
Opening Additions Disposals Amortisation Total
balance
Computer software 4,294,188 807,818 {12,235)  {1,537,633) 3,642,130
Reconclliation of intangible assets - 2021
Opening Additions Disposals Amortisation Total
Salance
Computer software 3,684,570 ——1;796; 4?6—— ~(135,828) 1 (1,051,030) 4,204,188
10. Payabies from exchange transactions il By
Trade payables \ e !!I3,671,304 8,619,236
Retentions 1 022 -\1- 39 84,654.238 33,763,035
Other creditors | 15,672,403 5,672,403
Implementing agent payables (Refer to note 40) | Auditor General South Africa i : :os 837 18,712,036
‘ Mpumalanga BusmeSS Un 1 03,782 66,766,710
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_ i Audited

11. Provisions ! Bv |
Reconciliation of provislons - 2022/ !

i -1- :

i 2022 ' 3 BOpenlng | Additions Utllised Total

{ Balaneg | during the

| Auditor General South Africa | year
Legal proceedings provision P i - - 765,779
Provision for long service awarcs | VIpumalanga ?}j?“ﬁ%?i%@ | 1,233,000 (1,817,346} 10,891,891
Leave pravision = e ) 8,334,705 1,953,601 (734,887) 8,553,419
Post retirement benefils 19,491,000 4,064,000 (404,000) 23,151,000
Provision for performance bonuses 2,028,925 4,885,755 (4,380,262) 2,534,418

42,096,646 12,136,356 (7,336,495) 46,896,507

Reconclliation of provislons - 2021

Opening Additions Utllised Total
Balance during the
year

Legal proceedings provision - 765,779 - 765,77¢%
Provision for long service awards 10,492,852 1,789,000 (805,415) 11,478,237
Leave provision 7,773,856 806,303 {245,454) 8,334,705
Pest retirement benefits 16,829,000 2,662,000 - 19,491,000
Pravision for performance bonuses 3,428,502 1,045,000 (2,444,667) 2,028,925

38,524,100 7,068,082 (3,495,536) 42,096,646

Non-current liabilities 32,616,891 29,098,237
Current liabilitias 14,279,616 12,998,408

46,896,507 42,006,646

Leave pravision

Staff leave accrued to employess according fo collective agreement. Provision is made for the full cost of accrued leave at
reporting date. This provision will be realised as employees take leave,

Provislon for performance bonuses

Performance bonuses are being paid to Munlicipal Manager, managers and municipal staff after an evaluation of performance
by the eouncil.

Performance bonuses are awarded to permanent employees and fixed term contract employees subject fo certain conditions
being met,

Legal proceedings provisions
The Joint Municipal Pension Fund [s suing the municipality for contributions onh pension fund of a former employes of the

Municipality and was their member but left in 2007 after he volunteered to retire following the transfer of the ambulance
sarvices from the municipallty to the Department of Health.

Judgement issued in favour of the JMPF, that the Municipality Is llable based on a clause in the ruies of the fund. Final amount
due to be calculated by actuaries. Provision made for original claimed amount of R 765,779.

Post retirement benefits
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11. Provisions (confinued) i Audited |

By :
Opening balancs of defined benefits | 19,491,000 16,829,000
Interest cost ! 2022 _r'- 3 | 2,430,000 2,512,000
Current service cost ! 0 - 1,261,000 1,136,000
Benefits paid {404,000} {385,000)

Actuarial loss/{gain) | Auditor General South Africa L__373.000 {601,000)

' . 23,1
. [ l\qpuma]anga Business Unit | 3,151,000 19,491,000
Net expense recognised in Stalement of Financial Performance I
Interest cost 2,430,000 2,512,000
Current service cost 1,261,000 1,136,000
Actuarial loss/(gain} 373,000 (601,000)

4,064,000 3,047,000

Long service awards

Opening balance of long service awards 11,476,237 10,492,652
Interest cost 1,111,000 1,058,000
Curmrent service cost 1,248,000 1,165,000
Benefhts paid {1.817,346) (805,415)
Actuarial (gain) (1,124,000) (434,000)

10,891,891 11,476,237

Nat expense recognised in Statemeant of Financial Performance

Interest cost 1,111,000 1,068,000
Current sarvice cost 1,246,000 1,165,000
Actuarial (gain) (1,124,000} {434,000)

1,233,000 1,789,000

Post retirement benefit

The municipality operates an accredited medical aid scheme. Employees who are riot on a fixed contract participate In the
post retirement medical assistance plan.

The post retirement assistance plan consisting of KeyHealth Madical Scheme (Keyheelth), LA Health Medical Scheme (LA
Heafth) , Bonitas Medical Aid Fund (Bonitas), Hosmed Medical Scheme (Hosmed) end SAMWLU Natlonal Medical Scheme
(SAMWUMED). The members are entitled to a 60% retirement subsidy of the total confribution subjsct to a maximumn of

R 5,007 per month as from 1 July 2022.

These funds are subject to actuarlal valuations. The last valuation was performed by an Indepandent actuarial firm,

Alexander Forbes, oin 30 June 2522,

Long service awards

The municipality rewards it's employees who are in service for an unbroken period of 5 years and longer, Employees are
entitied/awarded leave days edulvalent to number of years served eg. 10 years of servics, one gets 10 days of leave, which
can either be faken as leave or to be paid out in cash.

The awards were subjected to actuarial valuation by an independent actuarial firm, Alexander Forbes, on 30 June 2022.
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11. Provisions (contlnued) e ISR

i L
Calculation of actuarial gains & losses : Aug;iud 5 l
The following key assumptions were used at reponf ng date: '

|
Post retirement benefits 2022 -11- 30 .
Discount rate | | 13.00% 12.80%
CP! Inflation ,; . frica ‘ 8.00% 7.30%
Rand Cap Inflation | Auditor General St?uth A . Pt T-30%
Health Care Cost Inflation | Mpumalanga Business Unit | 9.50% 9.30%
Salary Inflation - - 4.90% 4.00%
Expected retirement age 65 years - 65 years
Continuation members 10 8
In-service members 144 145
Long setvice awards
Discount rate 11.50% 9.40%
inflation rate 6.90% 5.00%
Salary Inflation 7.90% 8.25%
Members 178 189
12. Non-current [iabllities
At amortised cost
DBSA loan 106,726,970 115,482,848
The munlcipallty has ane loan at DBSA during the period. Details of the loan ara as follows:
DBSA - 61000886
Maturlty date: 31/1212028
Interest calculated at
11.12%
Non-current lHabllitles
At amortisad cost 86,977,491 106,727,517
Current liabilitles
At amortised cost 9,749,479 8,755,331
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:. & 1 & T s ]I
13. Finance lease obligation \ Y o ';
|| |
Minimum lease payments due ; A1- 30 |_
- within one year \ ?-m “ 3 Il 634,591 188,774
- in second to fifth year inclusive | : .. | 1,163.418 -
Africa
| Auditor General South Al x| 1,798,000 188,774
less: future finance charges | Mpumalanga gusiness Unit | og5001) (6,445)
Present value of minimum lease payments L i —— 1,532,108 182,329
Present value of minimum lease payments due
- within one year 489,299 182,329
- in second to fifth vear inclusive 1,032,809 -
1,532,108 182,329
Non-current liabilities 1,032,809 -
Current liablitties 480,299 182,329
1,532,108 182,329

The finance lcass is for coplers with a lease term of three years and the average effecitve borrowing rate is 8.5%.
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By :|
14. Government grants and subsidies iI

w2 - 30

Govemment grant - Equitable Share ' %’7i4,69f3,ooo 282,572,000
Govemnment grant - Finance Management Grant | Auditor General South ATTiEE0p ooo 1,000,000
Government grant - Sector Education and Training Authority | . 14330,538 201,212
Government grant - Department Roads & Transport | Mpumalanga Business 9 '.‘zt:ns,ooo 2,371,000
Govermnment grant - Expanded Public Works Program Incentlve————— 3,234,000 3,604,000

281,665,539 289,838,212

National Treasury Finance Management Grant

Current-year receipts 1,000,000 1,600,000
Conditions met - transferred to revenue {1,000,000} (1,000,000}

The purpose of this grant is to promote and support reforms in financial management by building capacity in municipalities to
implement the Municipal Finance Management Act.

National Department of Roads & Transport

Current-year receipts 2,403,000 2,371,000
Conditions met - fransferred to revenue (2.403,000) (2,371,000)

The purpose of this grant Is to assist rural district municipalities to set up rural RAMS, and collect road and traffic data In line
with the Road Infrastructure Strategic Framework for South Africa.

Sector Education and Tralning Authority

Current-year receipts 330,539 201,212
Conditions met - transferred to revenue (330,539) (201,212}

The purpose of the funds Is for skllls and capacity bullding within the munlicipality.
Expanded Public Works Program Incentive

Balance unspent at beginning of year - =
Current-year receipts 3,234,000 3,894,000
Conditions met - transferred to revenue (3.234,000)  (3,684,000)
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14. Government grants and subslidles {continued)

The purpese of this grant is to incentivise provincial departments to axpand.work creation efforts through the use of labour
Intensive delivery methods in the following Identified focus areas, in compllanmw fme

: road maintenance and maintenance of buildings I' Aldited ;

- low traffic volume roads and rural roads | B I

- other economic and social infrastructure | 14 f

- tourism and cultural industries I! f

- sustainable land based livelihoods -1~ {

B wasie management | 2022 ” 3 0 |

- parks and beautification |

. social services programs AUd Itor General South Afnca

- !\ealth services programs I M pu m al a n ga Bu .' -
community safety programs J si neSS Umt .

baslc services infrastructure =
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15. Employee related costs
Basic salaries =5 v T 100,27 180,
Annual banus -. Audited s,geg:ggg 92:11 1,322
Medical aid - employer contributions _ By - - 6,892,434 6,603,451
UIFL ' RO 454 029 391,661
sD . | 1,187,883 988,651
Leave pay provision contribution , 7022 -ii- 30 'i 1,853,601 806,303
_I:_’ost-clamlmment benefits - pension - defined contribution plan | 16,976,807 16,541,050
ravel a neces , tam | 23,580,343 22,924 454
Overtime payments | Auditor General South Africa | s0040s 243 200
Acting allowances siness Unit | 902,970 688,361
Housing benefits and allowances Mpumalanga Business Tnit | 761307 746,768
Bargaining council == 25,338 24,120
COVID-19 emergency work allowances 2,842 625 1,929,214
162,717,867 150,269,266
Remuneration of Municipal Manager - FS Slboza (Resigned 31/01/2022)
Annual Remunaeration 710,577 1,217,816
Car Allowance 196,000 336,000
Performance Bonuses 124,085 =
Contributions to UIF, Medical and Pension Funds 127,668 218,859
Leave pay 167,116 -
1,325,446 1,772,675
Remuneration of Municlpal Manager - NP Mahlalela (Appolinted 01/05/2022)
Annual Remuneration 180,075 -
Car Allowance 56,000 -
Contributions to UIF, Medical and Penslon Funds 47,020 -
283,085 -
Remuneration of Chief Financlal Officer - PO Mokoena
Annual Remuneration 859,173 865,430
Car Allowance 300,000 300,000
Performance Bonuses 198,603 -
Contributions to UIF, Medical and Pension Funds 83,255 76,857
1,441,031 1,242,287
General Manager: Corporate services - RS Makwakwa
Annual Remuneration 776,540 778,250
Car Allowance 240,000 240,000
Performance Bonuses 86,889 -
Contributions to UIF, Medical and Pension Funds 225,853 224,102
Other allowances - 19,128
1,329,382 1,261,481
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15. Employee related costs (continued) o Audiﬁﬂd e
General Manager: LED & Tourism - NP Mahlalela (Resigned 30/04/20322) E
Annual Remuneration i 731,521 878,731
Car Allowance | %22 -it- 30 | 280,000 336,000
Performance Bonuses | 101,439 -
Contributions to UIF, Medical and Pension Funds | \ Africa 197,194 235,365
Acting allowances - | Auditor General South Airica | 1000 14,234
Leave Pay | Mpumalanga Business Unit 78,150 -
— 1,431,778 1,464,330
Acting General Manager: LED & Tourism - ML Nkosi (Appointed 01/05/2022)
Annual Remuneration 126,815 -
Car Allowance 44,723 -
Contributions to UIF, Medical and Pension Funds 37,445 -
Acting allowances 15,979 -
224,962 -
General Manager: Technical services - ND Malokela
Annual Remuneration 806,588 807,928
Car Allowance 240,000 240,000
Performance Bohuses 86,888 -
Contributions to UIF, Medical and Pension Funds 195,919 194,438
Acting Allowances 64,716 198,12¢
1,394,112 1,261,495
General Manager: Municipal Health & Environment- ST Shabangu
Annual Remuneration 814,359 825,677
Car Allowance 240,000 240,000
Performance Bonuses 86,889 -
Contributions to UIF, Medical and Pension Funds 187,821 186,362
1,329,069 1,252,039
General Manager: Public Safety & Disaster Management - HTM Nkosi {Reslgned 31/01/2022)
Annual Remuneration 431,293 737,709
Car Allowance 175,000 300,000
Performance Bonuses 86,889 -
Contributions to UIF, Medical and Pension Funds 111,581 202,094
Acting Allowance 10,627 -
Leave Pay 82,413 -
897,803 1,239,803
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oY '
15. Employee related costs (continued)
g -t 3%
_ '. uth Afric2 |
Acting General Manager: Strategic Planning - SJ Tibane (Appoll?fﬂp“‘dtﬂea H2neral S0 it
' iness i
Annual Remuneration | Mpumaiaﬂga Bus —80,222 -
Car Allowance \ e 44,723 -
Contributions to UIF, Madical and Pension Funds 33,952 -
Acting Allowance 15,979 -
284,876 .

Salaries, allowances and benefits of Councillors as disclosed in note 16 of these Annual Financial Statements are within the

upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers

Act and the Minister of Corporative Governance and Traditional Affalrs determination in accordance with this Act,
Remuneration of staff is within the upper limits of the SALGA Bargaining Council determinations.

16. Remuneration of councilliors

Executive Mayor 1,087,851 1,087,797
Speaker 883,017 878,397
Councillors 8,720,595 8,075,324
Councillors’ pension contribution 990,617 944,729
Chief Whip 829,633 826,047
Councillors other allowances 4,673,040 4,451,907
SDL 135,426 104,666

17,320,179 16,368,867

In-kind benefits

The Executive Mayor, Speaker, Chief Whip and Mayoral Committee Members are full-ime. Each is provided with an office and

secretarial support at the cost of the Councll,

The Executive Mayor end Speaker have the use of a council pwned vehicles for official duties.
The Executive Mayor has a full-time bodyguard, & full-time driver, at the cost

of the councll, The Speaker has a full-time driver at the cost of the council.

Executive Mayor - Clir J Sldalj

Annual Remuneration 732,242 679,609
Car Allowance 261,721 261,749
Contributlons to UIF, Medical and Pension Funds 93,888 146,439

1,087,851 1,087,797

Speaker - Clir RE Khumalo

Annual Remuneration 545,948 543,043
Car Allowance 210,077 209,309
Contributions ta UIF, Medical and Pension Funds 126,992 125,955

883,017 878,397
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16. Remuneration of councillors (continued}
Chief Whip - Clir ET Shabangu (Untll 9/11/2021) - e _
Annual Remuneration f!OS,GBO 667,117
Car Allowance 72,386 196,312
Contributions to UiF, Medical and Pension Funds 25,091 62,618
2022 .."- 3 n 304,157 826,047
Chief Whip - Cllr GS Siwela (From 25/11/2021) | Auditor General South Africa |
' | Mpumalanga Business -'
Annual Remuneration — 338,359 -
Car Allowance 124,781 =
Contributions to UIF, Medical and Penslon Funds 62,337 .
525477 =
MMC Environmental Heaith - Clir MR Shangwe
Annual Remuneration 541,254 548,719
Car Allowance 195,245 196,312
Contributions to UIF, Medical and Pension Funds 87,058 81,016
823,558 828,047
MMC LED & Tourism - Clir MJ Morema {Untit 9/11/2021)
Annual Remuneration 189,896 516,093
Car Allowance 72,386 196,312
Contributicns te UIF, Medical and Pension Funds 41,875 113,954
304,157 826,359
MMC LED & Tourism - Clir PT Selowe (From 01/12/2021)
Annual Remuneration 316,494 -
Car Allowance 122,859 -
Contributions to UIF, Madical and Pension Funds 80,049 -
518,402 -
MMC Technical - Clir M Nkuna
Annhual Remuneration 5§54 422 552,917
Car Allowance 195,245 196,312
Contributions to UIF, Medical and Pension Funds 73,891 76,818
823,558 826,047

MMC Social Servicas - Clir § Mashigo-Sekgobela
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16. Remuneration of councillors {continued) o

Annual Remuneration = audited . 524,498 525,346

Car Allowance ! 185,245 198,312

Contributions to UIF, Medical and Pension Funds I- By ;.. 108,815 104,726

" 30 823,558 826,384
MMC Corporate Services - Clir M. Mavuso . th Africa |
- | . era‘ Sou |

Annual Remuneration Augditor Gen iness Uné2,703 605,735

Car Allowance Mpumalanga BUSINE®® “aesa5 106312

Contributions to UIF, Medical and Pensionh Funds [ e 24,000 24,000

Acting aliowance i - 18,787
821,848 844,834

MMC Finance - Cilr MJ Mnisi {Until 9/11/2021)

Annual Remuneration 201,165 552,917

Cer Allowance 72,386 196,312

Contributions to UIF, Medical and Pension Funds 30,606 76,818
304,157 826,047

MMC Finance - Clir M Chembenl-Sahi (From 01/12/2021)

Annual Remunaeration 348,258 -

Car Allowanca 122,859 -

Contributions to UIF, Medical and Pension Funds 48,285 -
519,402 -

MMC Disaster Management - Clir TR Manyise (Until 9/11/2021)

Annual Remuneration 189,157 514,468

Car Allowance 72,386 196,312

Contributions to UIF, Medical and Pension Funds 42,614 115,607
304,157 826,387

MMC Disaster Management - Clir LC Shakwane (From 01/12/2021)

Annual Remuneration 325812

Cer Allowance 122,859

Contributions to UIF, Medical and Pension Funds 70,731
519,402 R

MMC Strategic Planning - Clir ET Mabuza (From 01/12/2021)

Annual Remuneration 348,258 N

Car Allowance 122 859 -

Contributions to UIF, Medical and Pension Funds 48,285 -
519,402 -
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17. Depreciation and amortisation

Property, plant and equipment
Intangible assets

18. Finance costs

Interest - actuarial valuations and other
Interest - finance leases
Interest - Davelopment Bank of Southern Africa

19. Repairs and maintenance

Buildings

Motar vehicies
Furniture and fittings
Plant and equipment

20. Contracted services

Outsourced services
Occupational heaith and safety
Crganisational

Commissions and committees
Research and advisory
Catering services

Cleaning services

Personnel and labour

Security services

Consultants and professional services
Audlt committee

Business and financial management
Organlsational

Ocupational health and safety

Legal cost and litigation

Contractors

Aerial surveillance
Event promoters
Computer license fees
Removal of waste

“Audited |

BY 9788310 | 10,001,012
1,537,633 | 1,051,030

yAi 744 -{{- 317,325,943 '!11,052,042

| Auditor General South Africa |

Mpumalanga Busiresoait | 3 570,002
—_— ————23127 55118
12,600,580 13,507,667

16,173,758 17,132,877

4,391,752 1,444,135

720,122 534,204
- 70,660
- 10,872

9,111,674 2,085,871

1,481 109,222
174,951 13,968
- 8,100
7.478,315 1,849,657
2,448,113 995,336
172,150 471,014

655,050 1,712,686
1,148,271 1,416,080

501,812 375,015
6,641,151 8,037,163
97,236 742,772

- 476,714

928,194 363,832
953,207 869,801
168,615 204,218

5,888,115 5,081,053
762,569 2,702,799

28,070,230 26,516,470
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BY '.

21, Grants and subsidies |
Other subsidies 022 -11- 30 |
Department of Roads & Transport A f1 ,.982.086 1,958,642
COVID-18 rellef | . rea | . 1,931,520
Thaba Chweu Local Municipality | Auditor General Scrut lg !% A32 800051
Nkomazl Local Municipallty Mpumalanga Business 3y 777 a
Bushbuckridge Local Municipality U 17464688 3,622,160
City of Mbombela Local Municipality - 2,002,183 -
Other organs of state - 514,646

15,590,166 8,827,028
22. Auditors' remuneration
Audit fees 2,393,472 3,233,793
23. Operational expenses
Bank charges 29,569 28,354
Bursaries 461,275 747,141
Community outreach 1,861,275 1,488,314
Conferences and seminars 9,800 60,497
Consulting and professional fees 1,662,113 1,542,032
Commission paid fo third parties 12,000 12,000
Disaster managemant cost - centre 57,800 175,224
Disaster managemant operational cost 1,790,921 1,713,800
Electricity, water and rates 9,196,665 7,652,133
Entertainment 580,699 238,054
Fuel and oll 1,175,858 637,519
CIS operational costs 70,738 1,304
COVID-19 related expenses 3,009,280 7,150,077
IDP review 31,377 -
Insurance 729,656 631,635
Marketing 1,217,815 879,462
Municipai health operational cost 69,228 100,049
Other expenses 1,218,360 359,012
Programs and campaigns 2,097,550 1,386,004
Postage and courier 8,102 3,647
Printing and stationery 1,758,564 1,301,805
Protective clothing 306,660 59,000
Telephone and fax 2,460,507 2,097,345
Tourism development 267,749 148,239
Training 366,920 882,938
Travelling and subsistance 5,516,958 3,819,446

35,970,539 33,125,029
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“Audited |
24, . Cash generated from operations Aucév
(ADdeﬂclt} surplufir (8,225/527) 24,456,814
justments for: i

Depraciali;‘on a)nd amortisation nn - 11,325, 3 14,052,042

Actuarial {(gain {1,035,000)

Loss/(Gain) on fair value adjustments ral South Af gﬁ?‘ (174,364)

Loss on disposal of assets Auditor Gene Ungg.0o 256,969

Finance costs - finance leases M uma\anga Business 1&7 55,118

Provisicn for bad debts p "—' 4 581 ,888 6,099,343

Movements In provisions 5,650,861 3,841,767

Other non-cash tems (229,864) (2,585)

Changes in working capital:

Inventories (3.662,967) (4,167,403)

Recelvables from exchange transactions (220,881) (27,896,941)

Payables fmm_ exchange transactions {(4,662,930) 3,011,860

Statutory receivables 5,161,632 (5.253,604)
8,577,554 10,244,016
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— —
25. Financial instruments disclosure \ Audited !
Categories of financlal instruments |1 By '.
| {
2022 |
1 2022 -11- 30 1.
Financial assets | g Ii
| " : h Africa
eral Sout
| Auditor Generg, fair valu | Atamortised  Total
Mpumalanga Business UNit o
Receivabies from exchange transactions - 43,270,346 43,270,346
Cash and cash equivalents - 1,322,828 1,322,828
Investments 4,155,462 76,635497 80,790,959
4,155,462 121,228,671 125,384,133
Financial Habllities
At amortised Total
cost
Non-current liabilities 106,726,970 106,726,970
Payables from exchange trensactions 62,103,782 62,103,782
Finance lease liability 1,632,108 1,632,108
170,362,860 170,362,860
2021
Financial assets
At fair value At amortised Total
cost
Recelvables from exchange transactions ~ 48,150,538 48,150,538
Cash and cash equivalents - 742,372 742,372
Investments 4,588,919 81,069,587 85,668,506
4,598,919 129,962,497 134,561,416
Financial llabilities
At amortised Total
cost
Non-current liabilities 115,482,848 115,482,848
Payables from exchange transacticns 66,766,710 66,766,710
Finance lease liability 182,329 182,329
182,431,887 182,431,887
26. Commitments
Authorised expenditure
Already contracted for but not provided for
¢+ Property, plant and equipment 12,743,984 10,872,871
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27. Contingencies

Contingent liabllities | Audited !

1. Antolnette Kolesky and other -. By ]

The Plaintiffs are the registered owners of the Remaining Exteét of Portion e_g;r_n ikragl 48 (“h:erefn after referred to
as “the Property”), situated at Thaba Chweu Local Municlpality within the juri on oF E ni District Nunicipality.

The Plaintiffs instituted the action proceedings, following develép il rty without their
b Pk cdie S

consent, and further estabiishing & Human Settlement for the unl ove [n to the El'op%rtyr

| Mpumalanga Business Unit |

On or about the 14th February 2018, the Plaintiffs' Attorneys of Record -addressed-a-letter to-the Thaba Chweu Local
Municipality, providing several options o resclve the illegal occupation, including but not limited to, that the Thaba Chweu
acquire or expropriate the Plaintiffs’ Property at a market vaiue, that the unlawful settlement occurred on the Plaintiffs’ Property
be ignored when determining the market value of the Property for purposes of any expropriation or acquisition of the Property
by the defendants,

The matter could nat be resolved at that time, and Thaba Chweu approached the Department of Human Settlements In
Mpumalanga requesting assistance with buying the Property from the Plaintiffs, The Defendants, after being served with
Summons, held a meeting on tha 24th of May 2018 fo discuss a way forward in this matter, and a unanimous decision was
taken not to proceed defending the matter.

The Partiss intends to settle the matter and a draft deed of settlement has been prepared by the State Atlomey on behalf of the
defendants and sent to plaintiffs for consideration of the terms entailed. Department of Human Settlement appointed a
Property Valuer to do valuations.

2. D Sihlangu
Thig Is an unfalr discrimination dispute referred to the Labour Court by the applicant in terms Rule B of the Labour Coutt Rules,
agalnst EDM. Applicant wants his post to be adjusted from post leval 8 to post level 5 to be in line with other Coordinators, The

amount claimed cannot be reliably estimated however legal fees paid to dale exceeds R 160,297 with an additional astimatad
legal fees of R139,702.

Matter |s defended by the municpality as the court Issued dirsctive far parties to hold pre-trial conference in February 2022,

3. L Sithole

This is an unfair discrimination dispute refenved to the Lahour Court by the applicant In terms Rule 8 of the Labour Court Rules,
against EDM. Applicant wants his post to be adjusted from post level 8 to post level 5 to be in line with other Coordinators, The
amount claimed cannot be reliably estimated however legal fees pald fo date exceeds R 107,633 with an additional estimated
legal fees of R200,000.

4. Graskop Pale

Graskop Pale CC issued summons against Thaba Chweu Local Municipality and Ehlanzen District Municipality as 1% and
2nidefandants for R3 million, following a wild, uncontroflable firs that started in one of the properties around Thaba Chweu and
causad severe damages to varlous plantations and properties, including the farm bslonging to Plaintiff.

Municipality appointed an Attorney to defend the matter. A notics to defend, as wall s a plea were fiad. The legal fees pald to
date exceeds R 189,630 with an additional estimated legal fees of R400,000.

5. Mpumalanga Coplers
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27. {continued)

Mpumalanga Copiers issued summons against Oagile Thutc and Ehlanzeni District Municipality as 1% and 2n defendants
respectively for R354,290, claiming payment for rental of copier machines and supplies.

Municipality paid all monies due to the service provider and is of the view-thatit-sheuld not-have been-involved.in this dispute
and cited as a parly to these proceedings. ! Audited

|
T
| w2 --30 |

! Auditor General South Africa J
{| Mpumalanga Business Unit |

T
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28. Unauthorised, Irregular, Fruitless and wasteful expenditure
28.1 Unauthorised expenditure

Opening balance [ —— 186,345
Add: Incurred during the year T T ! -
Less: Amounts written off Audited -; (186,345)
Less: Amounts recovered ] By -
| i -

% i

w22 -it- 30 |

| .

28.2 Irregular expenditure [ Auditor General South Africa !

. : it |
Opening balance | Mpu malanga BUSIPFE ,S__U.rfl.ubo 2,000
Add: lrregular Expenditure ~ current year e 640,694 666,528
Less: Amounts written off . - (666,528)
Less: Amounts not recoverable (not condoned) - -
€92,694 2,000

Incidents:

{a) Non-compllance with local content and production declaration on awarded bld number EDM/38/2020-21 for an amount
of RE80 694.

Remedial actions:

{a) The Irregular expenditure of RE90 630 was discovered by Auditor-General during the audit pracess.
{b) This Imeguler expenditure will be reported to Council in Januery 2023 for investigations to be undertaken.

28.3 Fruitless and wasteful expenditure

Opening balance 24,341 24,342
Add: Incurred during the year 13,474 50,118
Less: Amounts recovered (12,750) {20,955)
Less: Written off by Council (13) (28,164)

25,052 24,341
incidents:

(a) Interest charges of R13,13 was incurred during the year dus to iate payments to 2 supplier (Telkom) as a resut of
delays in receiving of involces.
(b} Traffic fines payments including administrallve fee amounting to k13 460,88,

Remedial actions:

(a) The traffic fines amounting to R12 750,00 have been recovered from municipal employees,
(b} The Interest charges of R13,13 has been written off as per Councli Resolution A86 of 27 July 2022,
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i MAULTILCY |
29. Risk management By \
|
Fi {al risk management |
nancial r nagemen | 2022 _"_ 30

Exposure to interest rate, liquidity and credit risks arises in the normal course of the Municipality's operations. The

municipality has established a risk management committee, which is ‘gg@ gib gvalopins.ent: ichiferng the
municipality's risk management peiicies. The risk management polici esta d to ident|fy and lyse the risks
faced by the municipality, to set up risk limits and controls and to monitif fiksrendzs m%&ﬁmjmgemem
palicies are to be reviewed regularly to reflect changes in the municlpality's-activiies-—————————————

Liquidity risk

Ehlanzeni District Municipality manages its liquidity risks by effectively managing its working capital, capital expenditure and
extemal borrawings, Revolving credit facilities in the form of an R20,000,000 bank averdraft has been negotiated with

the main banker and provisionally approved. The overdraft facility will cater for any unexpected temporary shortfall in
operating funds.

The table below analyses the municlpality’s financial liabilities and net-settied derivative financial liabilities into relevant maturity
groupings based on the remalning period at the statement of financial position to the contractual maturity date.

At 30 June 2022 Lessthan1 Between1 Over5 years
year and 5 years

Long term liabilities 9,749,479 51,467,682 45,508,908

Payables from exchange fransactions 62,103,782 . .

Finance leases 489,299 1,032,809 -

At 30 June 2021 Lessthan1 Between1 Over 5 years
year and § years

Long term liabilities 8,766,331 46,182,788 60,544,729

Payables from exchange transactions 66,766,710 - -

Flnance leases 182,329 - =

Cradit risk

Ehlanzeni District Municipality manages its credit rigk in its borrowing and investing activitlas by dealing with the A+ rated
financial institulions and by spreading its exposure over a wide range of financial institutions in accordance with the
approved cash and Investment policy as was approved by councll.

Management evaluated credit risk relating to receivables from exchange transactions on an ongoing basis. If recelvables from
exchange transactions are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control
assesses the credit quality of the recaivables, taking inte account its financial position, past experience and other factors.

Financlal assets exposed to credit risk at year end were as follows:

Financial instrument 2022 2021
Cash and cash equivalents 1,322,828 742,372
Non-current investments 1,125,482 1,081,804
Current investments 79,665,477 84,586,702
Recsivables from exchange transactions 43,270,346 48,150,538
niarket risk

Interast rate risk

Ehlanzeni District Municipality is not exposed ta any interest rate risks on Hts financial liabilties. As at the end of the financlal
year, 30 June 2022, Ehlanzeni District Municipality had only one fixed interest bearing loan with the Development Bank of
Southem Africa (DBSA) as reflacted In APPENDIX A. it should be noted that the interest in this loan is fixed until

maturity. Simllarly, with financlal asseis, Ehlanzeni District Municipality invests its surplus funds not Immediately required in
a fixed interest rate depasit with the A+ rated banks for fixed terms not exceeding cne year.
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30. Related parties

Refationships

Close famlly member of key management None
Members of key management & Councillors r———See.note 15 and 16.
31. Interest recelved | Audited .‘
| By |
Interest revenus | |
Current bank account | 63,358 52,413
External Investment | - 2022 -11- 30 6602342 6743207
Interest on debtors 544,4?6 58,588

.'I Auditor Genera} SouyteoL210176 6,854,208

[ Mpumal . e
32, Change in accounting estimate - —p___ __i?_g_ahs_u_smess Unit |
Property, plant and equipment and Infangible assets o
The estimated useful life of assets In certain classes of Property, Plant and Equipment and Intangible Assets were assessed
during the current financlal year. In the current financial year management have extended their estimated useful lives at an
avarage of between 3 and 5 years. The effect of this revislon has decreased the depreciation and amortisation charges for the
current period and Increased for future periods by R 932 109,
The impact on Intangible assets due to the extension of their useful lives is R 49 145, Refer fo note 9.

The impact on Property, plant and equipment due to the extension of their useful lives is R 882 964. Refer to note 8.

33. Revenue

Operational Income 656,236 825,956
Rental of facllities and equipment 181,578 403,535
Interest received 7,210,176 6,854,208
Dividends received 153,132 137,544
Government granis & subsidies 281,665,539 289,838,212
Fines & penaities - 100,000
Donations in kind - 29,550

289,866,661 298,189,005

The amount Included In revenue arising from exchanges of goods or services is

as follows:

Operational Income 656,236 825,956
Rental of facilities and equipment 181,578 403,535
Interest raceived 7,210,176 6,854,208
Dividends received 153,132 137,544

8,201,122 8,221,243

The amount included In revenue arising from non-exchange transactions is us

foliows:

Government grants & subsidies 281,665,539 289,838,212
Fines & penalties - 100,000
Donations in kind - 29,550

281,665,539 289,967,762
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34. Comparative Information

(a) The decision to reclassHy air quality contro! contravention penalty receivable from receivables from exchangs .
transactions to statutory receivables was to conform with GRAP 108 as it is the legislative mandate of the district
municipality to enforce the environmental health legislative framework through municipal byJaws.

The effects of the reclassification are as follows: e

Statement of financial position | |

Receivables from axchange transactions | By - {12,075)

Statutory receivables [ - 12,075
|

® The following expenditure Items or transactions had been in ﬂwe@%@ yeHrci§sfied under operational expenditure
however, upon proper analysis and assessment of| the nature of these expendituras and guided by the Municlpal
Standard Chart of Accounts framework, management has Ekan decision fo reclassify these expenditure items or
fransactions to contracted services on the statement of fikEAti&l rad.South Africa |

| Mpumalanga Business Unit |

The effects of the reclassification are as follows:

Statement of Financial Performance

Contracted Services (Outsourcad sarvices - Occupational heaith and safety) - 109,222

Contracted Servicas (Outsourcad sarvices - Organisational) - 13,968

Contracted Services (Outsourced services - Commissions and committees) - 5,100

Contracted Sarvicas (Outsourced sarvices - Research and advisory) - 1,849,657

Contracted Services {Outsourced services - Catering services) - 965,336

Contracted Services (Outsourced services - Cleaning services}) - 471,074

Contracted Services {Outsourced services - Personnel and labour) - 1,712,686

Contracted Services {Consultants and professional services - Audit Committee) - 375,015

Contracted Services (Consultanis and professional services - Business and financial - 9,037,193

management)

Contracted Services (Consultants and professfonal services - Organisational) - 742,772

Contracted Services (Consultants and professional services - Occupational health and - 476,714

safety)

Contracted Services {Consultants and professicnal services - Legal cost and litigation) = 369,832

Contractad Services {Contractors - Aerial surveillance) - 869,801

Contracted Services (Contractors - Event promoters) - 294,218

Contracted Services (Contractors - Computer license fees) - 5,081,053

Contracted Services (Contractors - Removal of waste) - 2,702,799

Operational expenses - Audit commitiee - (375,015}
Operational expenses - Community outreach - (1,200,342)
Operational expenses - Consulting and professional fees . {9,051,162)
Operational expenses - Disaster management cost-centre ~ (899,238)
Oparational expenses - Entertatnment - {2,131)
Operational expenses - GIS operational costs » (172,952)
Operational expenses - COVID-19 related expenses - (5,621,741)
Operational expensaes - IDP review - (65,806)
Operational expenses - [T expenses - (5,135,183)
Operational expenses - Legal fees - (363,832)
Operational expenses - Municipal health operational cost - (34,540)
Operational expenses - Other expenditure - {937,017)
Operational expenses - Programs and campalgns - (465,065)
Operational expenses - Tourism development - (605,238)
Operational expenses - Training - (72,020)

{c) Correction of prepayments and statutory receivables amounting to R1,756,517 which had been in the prior year
classified and disclosed as flnancial instruments on nete 25.

{d) Disclosure notes 28.2 and 28.3 on Irregular, and fruitiess and wasteful expenditure prior period information has baen
updated to reflact the correct aggregate amounts as per the council resolutions.
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35. Events after the reporting date

A provision for a liabllity of R765 779 was made following a judgement of an Appeal Division of a High Court. This fiability was
recognised on a basis of summons issued by the Joint Municipal Pension Fund as the High Court on its judgment on 17
November 2021 indicated that the actual amount of the claim needs fo be determined by actuaries to be appointed by the
claimant. As at the reporting datethe actuarial process has not been finalised and this event has a potential of material
adjustment of this amount of R765 779,

36. Additional disclosure in terms of Municipal Finance Mana"éiri\"e'ﬂf Aﬂ{}ditéd ,_
|

Contributions to organised iocal government < By |

SALGA Membership fee 1,65:6,025 1,484,383
’ - 30

PAYE, UIF and SDL |

I| Auditor General South Africa |
Amount paid - current year

| Mpumalanga Busiqegs_q.§f§?.061 36,310,808
Pension and Medical Aid Deductions pe——————
Amount paid - current year 38,724,077 37,515,758
VAT :
VAT received - current year 14,761,634 3,283,319
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... Audited |
By ‘
2022 '"- 3 D |

Emergency 855 163 1,820,616

impractical | : outh Afric2.832162 6,782,443
‘Sole provider | Auditor General Sou . 2,789,095 3,070,195

37. Deviatlons I.t.o section 36 of Supply Chain Manage!ment Policy
|

Fixed Amount Deviation Procurements - Regulation 36(d)

| Mpumalanga Business S8 e on

Fixed Rates or Price Per Unit Deviation Procurements - Regulation 36(a)

Thenjiwe Nkosi Attornays Impractical 28,980
Vakasha Travel Impractical 10% Service foe

Ratification of Minor Breaches Deviation Procurements = Regulation 36(1)(b)

Konica Minolta South Africa (Pty) Lid Ratification of 2,057,322
minor breach

38. Budget differences

Material differences between budget and actual amounts

Variances In excess of 10% is considerad significant and therefore explanations are provided below:
38.1 Rental of facilities and equipment

Anticipated rental revenue from the municipal canteen disaster management conference could not be realised due to absence
of a service provider to operate the facilities.

38.2 Interest Recelved

The anticipated interest revenue could not be realised due to low interest rates on fixed deposits offered by the commercial
banks,

38.3 Grants and subsidies

Transfer of assets ready for use to local municipalities and the expenditure on the purchase and construction of these assats
was budgeted for in the prior and current financlal year.

38.4 Loss on disposal of assots

The disposal of some assets during the financial year did not occur as planned and other assets were disposed below their
carrying values as a result of the state or conditions of those assets

38.5 Inventories

Some capital projects were not completed as assets ready for use to be transferred to local municipalities as planned due o
National Treagury advise to put procurement processes above R30 000 on abeyance, communities unrest and reliance on
other organs of state.

38.6 Investments
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The movement in cash and cash equivelent, and investment Is as a result of changes in expenditure and payment
management system, and cash and Investment management strategy implemented during the year resulted in more cash
being held in call accounts and short-term fixed deposits.

38.7 Receivables from exchange transactions
Accrual of monies owed by the Department of Water and Sanitation (Principal) to the municipality (Agent) as a result of the'

implementing agency agreement in accordance with GRAP 109, prepayments made during the financial year and accrual of
monies owed by local municipality which could not be determined or projected during m%ﬂéﬁ%ﬂ? of the' budget.]
dite

38.8 Statutory receivables | By
The recognition of VAT refunds recelved and accrued which it was improbable to estimate these refund amounts dlL'Ing the
finallzation of the budget. ' 2022 ..”- 3 0
|
38.9 Cash and Cash Equlvalents | |

" nt in cash and cash equivelent. and Investrmant ;';A#JditorCfenerai_tsth Africa |

e movement in cash and cash equivalent, and investment is as a resu a n iture an ent |
management system, and cash and investment management strategy imp&ﬁh@%ﬁ%@éﬂ ﬂ;@m@% ore cagh
being held in call accounts and short-term fixed daposits. R

38.10 PPE and Intangible Assets

Projected accumulated depreciation or amortization not realised as a result of assat completed during the year and review of
useful lives of fixed assets, and less spending than projected on the budgeted capital projects as well as reclgssification of
caplital expenditurs transactions and deonation of completed related assets to local municipallties..

38.11 Current Portion of Non-Current Liabilities

Reclassification of the remaining balance on the long-term borrowings between non-current and current liabilities at year-end to
be in line with the loan amortisation schedule,

38.12 Finance leases

A new flnance lease agreement for the office automation machines was entered Into during the financial year due to the
elapsing of the old finance lease agreement. :

38.13 Provisions

Reclassification of the remaining balance on the long-tarm provisions between non-current and current llabifities at year-end, in
addition the recognition of the actuarial annual costs relating to the post- retirement benefits in line with the requirement of
GRAP 25 which it was improbable to determine these annual costs during the finalization of the budget.

38.14 Implementing Agant Receipts and Payments

Recognition of recelpts and payments transactions between principals (Department of Water and Sanitation and Nkomaz
Local Municipality) end the municipality as an implementing agent in accordance with GRAP 109 as these transactions falls
outside the budget framework.

38.15 Other recelpts

Unanticipated VAT reflunds received from SARS during the financial year and not budgeted for. as well as payments received
from debtors.

38.16 Payables from exchange transactions
Accrual of monies owed to service providers as a resuft of the implementing agency agreement between the municipality

{Agent) and Department of Water and Sanitation (Principal) in accordance with GRAP109 which could not be determined or
projected during the finalization of the budget.
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39. Prior period adjustments
Prior period adjustments through surplus includes the following:
{a) A provision was made for a claim amount of R765 779 for a Joint Municipal Pension Fund matter awarded against the

municipality by an Appeal Division of a High Court relating to prior years. This liabllity was recognised on a basis of
summons issued by the Joint Municipal Pension Fund as the High Court on its judgment on 17 November 2021

indicated that the actual amount of the claim needs to be detemlnﬁmms‘appmnted-by-ﬂae-elalmant
| Audited
The detalls of these ransactions are as follows; .' By .
Statement of financial position / f
Opening Accumulated Surplus ~$45. - | 765,779
Provisions l 2022 " 3 0 - f{765.779}

(b) There has been revenue of R1 763 and expenditure transactions wﬁma R2043d% ids ancial
year under review relating to prior periods. M pu ma ‘a n::?:f:f:ﬁ Hig '}anc.
ni

The detalls of these transactions are as follows; B —_—

+ Interest on investments accrued ralating to pricr period amounting to R1,763.

» Legal expenses accrued relating to prior period amounting to R66,235.

=  Operational expenditure accrued relating to prior period amounting to R8,332,

+ Rental expense accrued relating to prior period amounting to R129,550.
Based on GRAP 3 par 5 and tha National Treasury Guideline cn GRAP 3 Issuad February 2022, management
assessed the impact of these transactions on the comparative figures and concluded that these transactions individual
or in aggregale were immaterial to justify restatement of any other components of prior period financial statements,
except making these adjustments against the prior period accumulated surplus in the statement of changes in net
asset.

40. Accounting by principals and agents

Department of Water and Sanitation

The municipallty acts as an agent for the Department of Water and Sanitation during the implementation of the Reglonal Bulk
Infrastructure Grant (RBIG).

Reconcllialton of agency transactions

Receipts and recelvables (refer to note 4)

Opening balance 43,965,502 20,369,283
Total billed to principal 133,362,089 173,336,662
Total received from principal (125,217,872) (140,076,687}
Retentions (19,775,383)  (9.673,757)

32,324,326 43,955,502
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40. Accounting by principals and agents (continued)

" Audited }

Payments and payables (refer to note 10) S

|
Opening balance | By | 18,712,036 13,145,775
Total expenditure incurred | _ 123,308,499 158,357,058
Total pald to suppliers and retention ‘| 0 {133,914,608) (152.790,798)
II wn -3 | 8,105,837 18,712,036

| 1 I

41. Segment reporting | Auditor General South Africa i

General information Mpumalangif‘jsi"efsy n _lt_ l'

Identification of segments

The municipality Is organised and reports to management on the basis of departmental segments. Management uses these
same segments for determining strategic ohjactives. Segments were aggregated for reporting purposes.

Information reportad about these segments is used by management as 2 basis for evaluating the segments’ parformances

and for making decisions about the allecation of resources. The disclosure of information about these segments is also
considerad appropriate for extemal reporting purposas.

Segment surplus or deficit, assets and fiabllitles
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Appendix D

Segmental Statement of Financial Performance for the year ended 30 June 2022

Prior Year Current Year
Actual Actual Surplus Actual Actual Surplus
income  Expenditure /(Deficit) Income Expenditure /{Deficit)
Rand Rand Rand Rand Rand Rand
Municipality

- 4,875,723  (4,875,728) Office Executive Mayor - 5,252,048  (5,252,048)
- 4,264,631  (4,254,631)Office Rural Development - 4,616,781 (4,516,781}
- 17,983,317 (17,983,317)Offlce of the Speaker - 19,846,999 (19,846,999}
- 9,323,203  (9,323,203)Mayoral Committee - 9,807,930 {9,807,930)
- 22,123,403 (22,123,403)Office Municipal Manager - 23,938,505 (23,938,505)

208,189,005 92,629,246 205,559,759 Finance 289,866,661 89,876,369 199,080,292
- 43,003,067 (43,003,087)Corporate services - 57,982,397 (57,982,397)
- 8,680,077 (8,680,077) Tachnical Services - 14,780,844 (14,780,844)
- 26,198,043 (26,198,043)Municipal Heaith and Environment = 27,300,402 (27,300,402)
- 1,326,273  (1,326,273)Office Chief Whip - 1,373,248 (1,373,248)
- 3,684,515  (3,584,515)Intemal Audit - 3,975,623 (3,975,623)
- 8,819,234 (9,919,234) Transversal Issues - 9,872,230 (9,872,230)
- 17,083,128 (17,083,129)LED and Tourlsm - 16,417,001 (16,417,001)
- 12,768,330 (12,768,330) Disaster Management and Public Safety - 14,151,811 (14,151,811)

208,189,005 273,732,191 24,456,814 289,866,661 299,092,188 (9,225,527)
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Appendix E(1)

Actual versus Budget(Revenue and Expenditure) for the year ended 30 June

2022
Current year Current year
2021 2021
Act. Bal. Adjusted Variance Explanation of Significant Variances
budget greater than 10% versus Budget
Rand Rand Rand Var
Revenue
Oparational income 856,236 852,000 (195,764) (23,0)Refertonots 35
Rental of facilites and 181,578 646,000 (464,422) {71.9)Rafer to nota 38
equipment
Interest received 7,210,176 8,600,000 (1,388,824) (16.2)Refortoncte3s —
Dividends received 153,132 184,000 (10,868) (6.6) - Audited
Governmentgrants & 281,665,538 281,535.000 130539 - |
subsldles | By i
289,866,661 291,797,000 (1,930,338) (0.7) | ‘
Expenses i 2“2 =11= 3 U 1
Employee related cost  (162,717,553)(163,136,278) 418,725 (0.3) I |
Remuneration of (17,320,178) (17,327,992) 7814 - Audltor General South Afnc: |
councillors siness Uni
Audit fees (2.393,472) (2,394,052) 580 - | Mpur‘v_\_a_lfn_g?__B “ -
Depreciation and (11,325,943) (11,670,873) 344,930 (3.0) -
amortisation
Provislon for bad debts (4.681,889) (4,681,892) 3 -
Finance costs (16,173,758) (16,175,091) 1,333 -
Repairs and maintenance (5,111,874) (5,114,425) 2,551 -
Contracted services {28,070,230) (28,770,518) 700,288 (2.4)
Operational expenses (35,970,854) (36,007,665) 36,811  (0.1)
(283,765,751)(285,278,786) 1,513,035 (0.5)
Other revenue and costs
Galn or loss on exchange (15,520,166) - (15,590,166} -
differences
Loss on disposal of (44,002) 276,020 (320,022).115.9)Refer to nate 38
assels
Gain on fair value (443,269)  (443,337) 68 -
adjustments
Actuarial gain 751,000 751,000
(15,326,437) 583,683 (15910 120) 725 8)
Net surplus/ (deficit) for (9,225,527) 7,101,897 (16,327,424):229.9)
the year
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Appendix E{2)

Municlpality

Chief Whip

Corporate Services
Disaster Managemaent
Executive Mayor
Finance & SCM
Internal Audit

LED & Tourism
Municipal Health
Municipal Manager
Planning Department
Rural Develpment
Soclal & Transversial Issues
Speaker

Technical Services
Mayoral Committee

Budget Analysis of Capital Expenditure as at 30 June

2022
Additions Revised Varlance Variance Explanation of
Budget significant variances
from budget
Rand Rand Rand w  ——
: —Runtres \

38256 40,000 1744 4 ; "1
1,020,628 1,100,000 70,372 ?0‘)1 -H1- 30 ',
480,213 500,000 19,787 tncy |

190,110 200,000 9,890 5 val South AfrIcA |
1193010 2285000 1,091,981 ditom@BRE GRS . it |

34,371 35,000 62 ,,faxansa Busines= =
267,248 270,000 2,752 MpUMFTT 2 —

388,019 400,000 11,081— 3

684,647 700,000 15,353 2

34371 35,000 629 2

80,256 85,000 4,744 6

189,735 200,000 10,265 5

534,196 580,000 45,804 8
5,144,069 6,430,000 1,285,931 20
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