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CHAPTER 1: EXECUTIVE MAYOR’S FOREWORD AND EXECUTIVE SUMMARY

1.1 Executive Mayor’'s Foreword

Circular NO. 63 of the Municipal Finance Management Act, Act 56 of 2003 requires that every 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 Municipal Systems Act, Act 32 of 2000 (MSA) and sec-

tion 121 of the Municipal Finance Management Act, Act 56 of 2003 with an aim to:

s 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;

e Promote accountability to the local community for decisions made throughout the year by the munici-
pality 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 opportune time and present to all our valuahle
stakeholders the 2020/21 Annual Report which satisfies all the structural requirements and format of such a
report. It will however be unfortunate of me, considering the fact that this report is the last of the five reports
generated from my office since this outgoing administration took office in 2016, to fail to appreciate the level
of commitment and support we have received from both the Executive and the Legislative Arm of Council dur-
ing this period. The collaboration, selflessness and passion for our work will remain at the centre of my heart
for years to come.

It gives me pleasure to reflect on the municipality’s performance during the 2020/21 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. | therefore see it necessary to equally commend the support and guidance
we have been receiving from all section 79 committees through their oversight activities, the office of the Mu-
nicipal Public Accounts Committee (MPAC), the Internal Audit Committee, Risk Management Committee and
from our Individual Performance Review and Recognition Committee to mention but a few.

Page |1



Our Public Participation Programme as contained in Chapter 3 of the constitution would have not been real-
ised if we did not live up to the stipulations of the Intergovernmental Relations Framework Act, Act 13 of 2003,
It is through this vertical and horizontal alignment of 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 the 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 con-
siderations which include among others, the District Development Model, the COVID-19 pandemic, natural
disasters like torrential rains and other social challenges like the Gender Based Violence and Femicide issues
which in my view could have been prevented if an 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. 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 Republic of South Africa.

As government works towards relaxing the COVID-19 protocols with an aim of resuscitating the country’s ailing
economy, it remains in our hands to keep up with the mitigating strategies which include regutar sanitization,
social distancing and always wearing our face masks whenever we are in public spaces. The calt to strengthen
the vaccination programme remains central towards achieving population immunity. Government can only do
much but the major part of the fight remains in each and every one of us to play our part. I is in that spirit
that | also take time to commend the sterling work by all our frontline workers in the fight against both these
natural and social atrocities. The effective functionality of strategic structures like the District Command Coun-
cit and the District Command Centre supported by the Local Command Centres and Command Councils estab-
fished from our Local Municipalities will never miss space for appreciation in this report. It is indeed befitting
that we appreciate the collective effort and hard work that has seen our region being less vulnerable when
compared to other regions throughout this compelling periad.

At the centre of 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 coltabo-
ration in the form of infrastructure development, maintenance programmes, job creation and the Small, Me-
dium and Micro Enterprise (SMME) development to mention 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-
wards the implementation of the District Development Model. As such the call for carefully re-aligning our
work operations becomes necessary.

It is with the above preamble that | formally submit to you the 2020/21 Annual Report for Ehlanzeni District
Municipality compiled in partial fulfilment of Circular 63 of the MFMA.

| thank you.

FSIDELL
EXECUTIVE MAYOR

Fapo [E



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 dis-
trict in 2020/21 financial year. In doing 50, one also wishes to thank the participation of all our critical stakeholders.
It was indeed trying times for the entire world given the demise of our colleagues, friends, families and relatives due
to the spread of the pandermic 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. We are continuing to appeal to
all communities to get themselves vaccinated and observe all COVID-19 protocols.

It is also befitting that we take this opportunity to appreciate all the efforts shown and commitment of ali the role
players in the fight against this Pandemic. The appreciation of the contribution towards the management and mon-
itoring of the pandemic is extended to all the pravincial and national departments led by their respective delegates,
Local Municipalities led by Municipal Managers and representatives, State Owned Enterprises led by their Chief Ex-
ecutive Officers and Representatives, the Local House of Traditional Leaders led by their representatives, Communi-
ty 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.

Although, for the better part of the financial year, services were rendered and sometimes distorted by the adjust-
ment of the restrictions of the alert levels which to some extent limited the required staff, and in some instances
needed staff to be rotated and for others to be exempted and work at home. Nevertheless, as EDM we continued to
adhere with the requirements and adjustments as and when the President announced the changes at the recom-
mendations of the National Corona Virus Command Centre {NCCC). To this end as an Accounting Officer of the Dis-
trict, we also wish to convey the role that municipalities played in establishing fully functional structures (Command
Centres and Command Counclls) which during the course of the financial year convened meetings and processed
reports and information of their local areas.

The district apart from coordinating the work of the Covid-19 Pandemic also ensured that as collective, government
was able to render services in a much more effective manner to the communities. Just to mention a few, borehales
were drilled and resuscitated in all the municipalities, water tankers were hired by the Department of Water Affairs
and supplied water to places where there is no permanent supply. The office of the Premier also donated water
tanks which were installed in 3 Local Municipalities and this ensured that people In those municipalities are able to
get access to clean portable water for consumptions and for the hygiene purposes (washing off hands to prevent
further spread of the infection (COVID-19)). Municipalities also prioritised procurement of sanitisers and chemicals
for fumigating our offices as means of preventing further infection and in compliance with safety and occupational
health protocols after the reported COVID-19 cases.

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 installed to reservoirs and soon the communities will be getting wa-
ter supply from the schemes.

it is also crucial to also indicate the significant progress made in relation to the District Development Model (DDM),
All structures are fully functional and the District One Plan has been tabled and approved by Council {37/2021) on
the 27" May 2021. 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.

| therefare take this oppartunity to present the draft Annual Report for 2020/21 for your inputs and comments.

F5 SIBOZA
MUNICIPAL MANAGER



1.3 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
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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-
lows:
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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

HOLAL MUNICIEALITY 2011 POPULATION SURVEY 2016 POPULATION ESTIMATES PQPULA' TON

FIGURE FIGURE 2019 FIGURE

Thaba Chweu 98 388 5.82% 101895 5.80% 111699 5.82%
City of Mbombela 655 953 38.84% 693 369 39.50% 744699 38.84%
Nkomazi 393 030 2320% 410907 2341% 446206 23.27%
Bushbuckridge 541 248 3205% 548760 |  3126% 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-
econamic 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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Through the cooperative governance maodel, 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 docurent for all municipalities. The process plans of the various Municipali-
tles 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 Stratepy.

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: Municipa! 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 dissalution. 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 piatforms.

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 arganiza-
tionaf 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 Annua! Report.

These are some of the high impact projects and programmes implemented in the financial year 2020/2021
aimed at supporting a better life for all communities of Ehianzeni. It be noted that in some instances there
has been a continuation of projects/programmes from previous financial years:

o Maintenance of Water and Sanitation infrastructure

o Data Cleansing,

o Eectrification {High Mast Lights)

o Continued GRAP support to local municipalities,

o Strengthening the operation of IGR forums

o LED Support and Mentorship Programeme

o Visible Mayoral Programmes aimed at community consultation

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/secters 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 Unempluy-rﬁ'ent Rate 2017
Thaba Chweu 20.50% 19.90%
Nkomazi 31.10% 32.40%
Bushbuckridge 49.10% 49.00%
City of Mbambela 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 2020/2021

NAME AND SURNAME FULL TIME COUNCILLORS

1 Sidell Executive Mayor

RE Khumalo Speaker

EIT Shabangu Chief Whip

MJ Merema MMC for LED, Tourism and Rural Development
M Nkuna MMC for Technical Services -
RM Shongwe MMC for Municipal Health and Environmental Management
MJ Mavuso i MMC for Corporate Services

MJ Mhnisi MMLC for Finance

Selina Mashigo-5ekgobela MMC for Social Services

TR Manyisa MMC for Disaster Management

=  COUNCIL MEETINGS

The district Council held 4 Ordinary Council meetings and 8 Special Council meetings, the Council reports were
debated and concluded. The details of the meetings of Council held from 1 July 2020 to 31 June 2021 is as

follows:

Meeting Date Venue

Special Council meeting 30 July 2020 Council Chamber (Virtual meeting)
Special Council meeating 27 August 2020 Council Chamber (Virtual meeting)
Ordinary Council meeting 29 September 2020 Council Chamber (Virtual meeting)
Ordinary Council meeting 26 November 2020 Council Chamber (Virtual meeting)
Special Council meeting 29 January 2021 Council Chamber (Virtual meeting)

Special Council meeting

26 February 2021

Council Chamber (Virtual meeting)

Ordinary Council meeting

31 March 2021

Council Chamber (Virtual meeting)

Special Council meeting 29 April 2021 Council Chamber (Virtual meeting)
Special Council meeting 27 May 2021 Council Chamber (Virtual meeting)
Ordinary Council meeting 24 June 2021 Council Chamber (Virtual meeting)
_S_Eecial Council meeting 28 June 2021 Council Chamber (Virtual meeting)
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The following committees are regarded as standing committees of the Speaker:

1. AGENDA COMMITTEE

v Speaker

. Mr. F5 Siboza (Municipal Manager)
. Mrs. Lde Wet

. Ms. 5 Mashego

. Mr. J Nyalunga

2, ETHICS COMMITTEE

. Speaker

) Clir. M Chembeni - Sahi

° Clir. M) Mnisi {ANC)

] Cllr. BC Shongwe {EFF)

. Cifr. P Minnaar {DA)

. Cllir. GP Mkhombao (DA)

3. PORTFOLIO COMMITTEE FOR LED AND TOURISM AND RURAL DEVELOPMENT
. CHr. M) Morema {Chairperson)

. Clir. ET Mkhabela (ANC)

o

Clir. ML Mnisi (ANC)
Clir. PC Luphoko {ANC)
Clir. TE Masilela {ANC)

. Cllr, H Thobakgale (DA} (Resigned)

. Clir P Minnaar (DA)

» Clir. DM Khoza {EFF)

. Cllr. G Nkambule (EFF)

4. PORTFOLIO COMMITTEE FOR DISASTER MANAGEMENT AND PUBLIC SAFETY

L Clir. TR Manyisa (Chairperson)

. Citr. DL Masilela {ANC)

. Clir. LE Khoza (ANC)

* Clir. SL Mkhatshwa (ANC)

) Clir. PP Mhowane (ANC)

" Clir. P Minnaar {DA)

. Clir. GCB Anthony {DA)

. Clir. R Qhibi (EFF)

5. PORTFOLIO COMMITTEE FOR CORPORATE SERVICES
Clir. MJ Mavuso (Chairperson)

) Clir. TM Charles {ANC)

- Clir. G Mathebula (ANC)

. Clir. TM Mthombao {ANC)

. Clr. L Mlombo (ANC) (Passed away)

. Clr. H Thobakgale (DA} (Resigned)

. Clir. GCB Anthony {DA)

. Clir V Malatji (EFF)
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PORTFOLIO COMMITTEE FOR FINANCE AND SUPPLY CHAIN MANAGEMENT

Clr. MI Mnisi (Chairperson)

Clir. M Chembeni — Sahi (ANC)

Clir. NL Lukhele (ANC)

Clir. M Mahlangu (ANC)

Clir. AS Mthunywa {ANC)

Clir. G Mashile (BRA) {Passed away)
Clir. LP Mbambo {DA)

PORTFOLIO FOR TECHNICAL SERVICES

CHr. M Nkuna {Chairperson)
Clir. JB Mashaba (ANC}

Clir. GN Mogiba {ANC)

Clir. L Vuma {ANC)

ClIr. L Shakwane {ANC)

Cllr. P Gubayi {ANC)

Clir. GP Mkhombo (DA)

Clir. L Mbarnbhbo (DA)

Clir. G Mashile (Passed away)
Clir. DM Khoza (EFF)

PORTFOLIO COMMITTEE FOR SOCIAL SERVICES AND TRANSVERSAL PROGRAMME

Clir. S Mashigo-Sekgobela (Chairperson)
Citr. DL Masilela (ANC)

Cltr. MJ Hlophe {ANC)

Clir. TG Mabuza (ANC)

Clir. GP Raphiri (ANC)

Clir. GM Nkambule (EFF)

Clir NV Mathobela (DA)

PORTFOLIO COMMITTEE FOR MUNICIPAL HEALTH AND ENVIRONMENTAL MANAGEMENT

Cilr. RM Shongwe {Chairpersan)
Clir. AS Mthunywa (ANC)

CHr. M5 Phelephe {ANC)

Clir. TB Sibuyi (ANC)

Clir. M Mahlangu (ANC)

Cllr. E Mashele (ANC)

ClIr. V Malatjie (EFF)

Clir. GP Mkhombao {DA)

Clir. Nv Mathobela {DA)
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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, Enlanzeni 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 1DP Process Plan and they are as fol-
lows: Good Governance Cluster, Economic Growth and infrastructure Development Cluster and the Social
Needs Cluster. Alf 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 ceordinated 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
Chairpersen. 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. Mayars' 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 | «  17/09/2020 Postponed

the Chairperson to add value to the meeting by way 01/10/2020

of making a presentation or providing expert opin- | v Only one meeting managed to
ion on a particular matter, sit the other two meeting was
not scheduled due to the DBM
“““““““““ Council sittings.

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- | «  30/08/2020

ing. = 11/11/2020 (Postponed)
»  16/03/2021

«  17/06/2021 (Postponed)

»

Only two meetings managed to sit,

3. IDP  Representa- | Chaired by the District Mavor. it is a broad stake- | 3 Cluarterly Meetings per an-
tive Forum holder consultative Farum including all the spheres num.
of government, private sector and NGOs. *  (13/09/2020

s 13/04/2021
»  12//05/2021

All three meetings managed to sit.
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No.

STRUCTURE

COMPOSITION

SCHEDULE OF MEETINGS

Municipal  Man-

Agers Forum

The Structure is Chaired by the District MM. i is
attended by all MMs and CFQs in the District and by
any other Stakeholder who might be invited by the
Chairperson to add value to the Structure. The struc-
ture also serve as technical structure sits prior to the
Executive Mayors Forum and deliberate on issues
before submitted to the Executive Mayors Forum.

4 Quarterly meetings per annum.

s 26/08/2020

10/12/2020

*  Only two meetings managed
to sit, the other two meetings
were not scheduled due to the
BDM Technical sittings.

-

Governance and
administration
Cluster

daintly Chaired by the MMCs responsible for Carpo-
rate Services and Finance as the leading depart.
mants on Governance issues, All Units within the
District, Provincial Departinent and Local Municipati-
ties responsible for governance and Administration
participate in this Cluster. SALGA and COGTA are
critical Stakeholders in this particular Structure.

3 Quarterly meetings per annum.

= 20/11/2020
« 16/02/202),
s 22/06/2021

Sacial Needs Clus-
ter

Chaired by the MMC responsible for Social Services,
All departments within the District Municipality re-
spansible far sacial matters form part of the Social
Needs Cluster,

4 Quarterly meetings per annum.

w«  23/09/2020

s 30/09/2020

*  02/12/2020

«  03/03/2021

« (03/05/2021

All four meetings and an additional
one managed to sit.

Economic Growth
and Infrastructure
Development

Chaired by MMC’s responsible for LED and Infra-
structure development,

All sector department business and other relevant
stakeholders identified by the unit form part of the
cluster

3 Quarterly meetings per annum.
*  20/09/2020
«  10/11/2020
»  23/02/2021

All three meetings managed to sit.

OTHER DISTRICT IGR STRUCTURES

There is a number of Technical Structures in the District which feed into the overalt 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 guality of engagements during the forum meetings. Below is a list of a few structures:

IBP Technical Forum
Disaster Management Advisory Forum

Municipal Heaith and Environmental Forum
District HR Forum
Public Participation Forum
CFO's Forum
District Communicators Forum

CHALLENGES AFFECTING THE FUNCTIONALITY OF THE DISTRICT IGR STRUCTURES

tn a number of occasions our IGR structures meetings experience poor participation by various stakeholders.
Bue 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 testimany 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:

NAMEANDSURNAME | POSITION

FS Siboza Municipé‘flii\/‘lanager

"RS Makwakwa Genea‘%l Manager: Corporate Services
HTM Nkast General Manager: Social Services and Disaster Management
5T Shabangu "1 General Manager: Munmlpal Health and Environmental Management
PO Mokoena General Manager Finance

" NP Mahlalela General Manager LED, Tourusm and Rural Development
ND Malokela - General Manager: Tﬂchmcal Serwces

The organizational structure as per Appendix € 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 Programmaes were held:

PROGRAMME DATE
Speakers Outredch at Thaba Chweu Local Municipality BN Aupust 2020
Speakers Outreach at Thaba Chweu Lacal Municipality 12 October 2020
Speakers Outreach City of Mbambela Local Municipality 19 March 2021
Speakers Qutreach at Bushbuckndge Lacal Municipality 11 June 2021
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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 stratégic document for all muhicipalities. The process rjlans 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 {Lacal and District) communicate continuously and ensure alignment of plans and implemen-
tation so that there are no disputes in the execution of their legistative 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.

During the financial year under review, Ehlanzeni District Municipality continued to strengthen the culture of
commiunity 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.
tn 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 fimited 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) (¢) (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 13 & 14 June 2020 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.
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To mitigate the risks, Management implemented control activities by establishing policies and appropriate
procedures such as approvals, authorisations, segregation 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 |DP:

REF | STRATEGICOBIEC- | RISKSTOACHIEVING | CONTRIBUTING FAC- | MITIGATING CONTROLS
No. TIVE STRATEGIC OBIECTIVE TORS
1. SR 02 | ENSURE MAIN- Inadequate reporting 1. Inadequate inclusion 1. A database for disa-
STREAMING OF from various depart- of marginalised groups in | bled persons has been
MARGINALISED ments on mainstream- | municipal and sector created
GROUPS ing issues department pro-
grammes 2. Employment Equity
Plan reviewed and sub-
2. Failure to provide ikedra cotnal
suitable and reasonable | 3, Quarterly Main-
resources for the mar- streaming meeting are
ginalised (walk ways, held
evacuation chairs etc...)
4. Reporting challenges
3. People with disabili- to Municipal Manager
ties failing to declare of 5. Sending invitations to
their disability in the departments
application of employ-
ment forms 6.Conducted workshop
on mainstreaming to all
4. Poor participation and | staff as well as Sign lan-
attendance by munici- guage training
palities and sector de- 7. Meetings for fargin-
RatbmeI alized groups are held on
o the ground floar (DMC)
5. None submission of
reports by municipalities | 8. Established disability
and departments. desk
6, Lack aF cnsagilinics 9. Present reports to the
management Management and Ex-
tended management
forum on mainstreaming
Equity Committee
2, SR 03 | DELIVER SERVICES Failure to deliver quali- | 1. Inadequate Human FOCUS ON TOURISM,
AND IMPLEMENT ty, programmes, pro- Resource and Budget MUNICIPAL HEALTH
PROJECTS IN LINE jects and services in SERVICES AND DISASTER
WITH THE MANDATE | line with the mandate | 2 '"2deduate project |\ ) GEMENT
OF EDM management (internal
and external) 1. Frequent site visits
3. Failure to interpret 2. Enforce Service Level
the mandate of the dis- | Agreements (SLA) be-
trict tween EDM and service
providers
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4. Lack of awareness of
the district mandate

5. Allecation of budget
to projects or pro-
grammes which are not
part of the mandate of
the District

6. Poor alignment of IDP
with district mandate

7. Lack of implementa-
tian of Spatial Planning
& Land Use Manage-
ment Act (SPLUMAY) in
the traditional areas

3. Appropriate training
for internat project man-
BERrS

4. Building a database
for all health care waste
generatars

5. Appointed Environ-
rmental Health Practi-
tioners (EHPs) to in-
crease Human Resource
(MR} in the department

8. Co-funding of projects
with Private Sector

7. Approved the Tariff
Policy (Municipal Health)

8. Conducted awareness
of EDM' 5 mandate to
political leadership

3. 5R 04

CREATE A CONDU-
CIVE ENVIRONMENT
FOR DISTRICT ECO-
NOMIC DEVELQP-
MENT AND GROWTH

Ineffective coordina-
tion of district econarm-
ic growth programmes

1. Lack of infrastructure
to enhance economic
growth

2. Socio-Political Instabil-
ity

3. Poor governance
structures

4. Non alignment of Ecg-
namic development pro-
grammes (Silo Qpera-
tions)

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

6. Lack of implementa-
tion of Spatial Planning
& Land Use Manage-
ment Act (SPLLIMA) in
the traditional areas

1. Economic dévelop-
ment clusters are heid
with local municipalities

2. LED strategy (tourism)
developed and imple-
rnented

3. Trainings of Small,
Medium and Micro £n-
terprises (SMMEs/ ca-
cperatives are conduct-
ed on an annual basis

4 implement Transversal
framework with depart-
ment {MOU)

5. Established the EDM
Ecaonomic development
forum

6.Developed a Database
far Small, Medivm and
Micra Enterprises
{SMMES)

7. Reviewed Spatial De-
velopment Framework
{SDF) adopted by Council
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4.

MANAGE PERFOR-
MANCE

‘ Non-adherence fo

IPMS processes

1. The perception that

the IPMS process lacks
objectivity

2. Non alignment of
warkplans to lob de-
scriptions and weak su-
pervision

3. Lack of consequence
management for officials
not adhering to
timeframes

4. Lack of ownership of
performance process by
supervisors

5. Lack of capacity of
officials to use system

6. Lack of accessibility of
IPMS systems to officials
off-site and officials with
computers with out-
dated software

1. Ongoing training on
the IPM System

2. Cperational manuals
in place

3. Submission of quarter-
Iy reports

4. Departmental review
sessions are conducted
on quarterly basis

5. Unwillingrigss and late
completion is reported
quarterly to the Ac-
counting Officer through
the Performance Report

6. Strengthened the
IPMS by increasing hu-
man resource in terms of
staff nurmbers

7. Performance rewards
being paid annually

5.

SR 13

ENSURE PRUDENT

FINANCIAL MAN-
AGEMENT

Paar financial and sup- ‘

ply chain management

1. Collusion by officials
and service providers

2. Non-compliance with
financial and supply
chain management stat-
ttes

3. Non-compliance with
policies and procedures

4. Failure ta identify pos-
sible fraud, corruption,
misappropriation and
theft,

5. Silo-operations within
the Municipality {plan-
ning, budgeting, SDRIP)

6. Poor planning pro-
cesses {not taking cost
estimates into consider-
ation)

7. Ineffective implemen.
tation of MSCOA

|1 Policies and Prace-

dures are in place
2. Asset Register in place

3. Functional Risk Man-
agement and Fraud Pre-
vention Committee

4, Effective and func-
tional Internal Audit Unit

5. Oversight committees
in place

6. Cade of Conduct {dec-
laration of interest
forms)

7. Cameras, security at
the gate and new locks
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&. Quistanding commit- 8. Constant communica-

ments not taken into tion on fraud and cor-
consideration during ruption policies (fraud
adjustment budget awareness)

9. Unfunded mandates 9. External Auditors
being implemented
10, Financial and 5CM
10. Delay in grocure- delegations and $tand-
ment processes {sitting ard operating proce-
of committees included} | dures in place

11. Litigations having an | 11. Effective IT Systems
impact on financial via-
bility and management 12. Competent Finance
Staff

12. Disasters having an
impact on the financial 13. Support pravided by

viahifity and manage- GIZ an 5CM issues
ment of EDM

14. Procurement plan
13. tncertainty of the drafted and Implement-
tmplications of the Dis- ed

trict Development Maodel
15. Audit action plan

14. Status of policies and | (internat and external)
procedures {out-dated)
having an impact on fi-
nancial viahility and
managerment

Mitigating conirol 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 Indepandent
Risk Management & Fraud Prevention Committee Chairperson who has the necessary blend of skills, compe-
tencies and attributes, including the foliowing critical aspects:

» Anin depth understanding of the Municipality’s mandate and operations;
* The ability to act independently and objectively in the interest of the Municipality and
* Athorough knowledge of risk management principles and their application.

EDM has been committed to an integrity-hased performance that protects and enhances its stakeholder value
and reputation. It recognizes the essential rote that compliance with applicable regulatory requirements piays
in the governance and sustainability of its business. The Municipality has an approved Compiiance Calendar
and Register which was developed and implemented during the 2020-2021 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

* Rigk and risk management

+ Loss controd

= 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 Municipatity, 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 Eklanzeni 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;

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

= instituting civil action to recover losses;

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

= 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 apr
proach the municipality’s business was conducted within acceptable ethical standards therefore. Transparen-
¢y, 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 municipality’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,

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

. Internal Controf

s  Accounting procedures and practices
¢  Performance Management

. Risk and Risk rmanagement

» Loss controt

¢  Compliance with applicable legisiation

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 pilars in public procurement, namely:

a) Value for money;

b) Open and effective competition;
¢}  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:

*  demand management;

¢+ acquisition management;

* |ogistics management;

» disposal management; and

* 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.

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 conjurnc-
tion with any other applicable laws, within which the municipality can develop and manage its municipal
health services obligation.

WEBSITE

The purpose of the South Africa Government website is to be the official entry point to South African govern-
ment and related information. That is in response to the rapid growth of online communication by the South
African government provides both opportunities and challenges to those managing the online presence of
government at all times. Ehlanzeni District Municipality’s website is always online deposit for government in-
formation, while also being responsive to the needs of the citizens by providing as many services as possible
online. EDM websites also provides a medium for two-way interaction between government and citizens
(chatting facility).

This is a response to the rapid growth of Internet as a key way to provide access to government information
and services. We have realised that the Internet is one of the strategic communication tools to advance our
objectives. We are using our website to communicate information about our functions, programmes, activi-
ties, services and products and provide a platform for users to interact with us. This is in line with the global
trend by governments to implement e-government strategies, using information and communication technol-
ogies (ICTs) to give audiences over the world access to their information and services.

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).
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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 reprasents the number of visits per month during the year under review:

Months Numher of visits
July 2020 1438‘

August 2__020 2117
September 2020 Sass

Cctober 2020 1591
November 2020 1354
D@cember 2020 1103.

January 2021 2016

February 2021 2330

March 2021 2100

April 2021 a0 T
May 2023, 2100

lune 2021 9963

Total 2332 2

MUNICIPAL OVERSIGHT COMMITTEES

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

MUNICIPAL OVERSIGHT COMMITTEES

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

MUNICIPAL PUBLIC ACCOUNTS COMMITTEE

¢ ClIir.TS Khoza (ANC)

«  Clir. Jd Khoza (ANC)

s Clir. NP Thabane {(ANC)
= Cifr. ML Mkhabela [ANC)
+  Clir. NC Khoza (ANC)

s Ciir. LS Mhaute (ANC)

s  Cllr. KC Chuene (EFF)

»  ClirL Matsie (BRA)

«  Clir. J Ligthelm {DA)

MPAC CHAIRPERSQON

The MPAC structure is fully functional. A number of activities which include site visits and meetings during the
2020/2021 financial year have been carried out as follows:

Meeating Date

1" Special MPAC Meeting

15 July 2020

2" Special MPAC Meeting

13 August 2020

Eh Drdmary MPAC Meeting

10 Septernber 2020

3" special MPAC Meeting

17 September 2020

4™ $pecial MPAC Meeting

13 October 2020

2" Ordinary MPAC Meeting

16 Mareh 2021

MPAC Strategic Session

18-21 May 202}

3" Ordinary MPAC Meesting

11 June 2021

5% Special MPAC Meeting

23 June 2021




 MPAC site Visit_ 14 April 2021 ]
MPAC Site Visit 20 April 2021
MPAC Site Visit | 29 April 2021
MPAC Site Visit | 26 May 2021

AUDIT COMMITTEE

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

+ M Secker

= K Mokoena
= 5 Mabilane
* 5 Lubisi

+ 7 Sibanda
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CHAPTER 3: SERVICE DELIVERY PERFORMANCE (PART I)

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 KPls. 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 FY2019/20 and the performance for the FY2020/21, 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 cantext 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 foltows: —
“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 202072021

The strategic plan in local government is called the municipal Integrated Development Plan (to be re-
ferred to as “the IDP”). The budgetary process is the provision of resources for the implementation of
the strategy (the 1DP), whilst the Service Delivery and Budget Implementation Plan (to be referred to as
“the SDBIP) is the annual plan for implementation of the IDP. The alignment between the municipal in-
tegrated Development Plan, the Budget, SDBIP and the Performance Management System is critical to
ensure strategic alignment of programmes and projects with the strategy. The Performance Manage-
rment System is monitoring the impiementation of the SDBIP on a quarterly basis. The signing of the Per-
formance Agreements by the Municipal Manager and the Section 56 Managers assures accountahility
for the implementation of the strategy (IDP).

Integrated Development Planning ({DP)

The IDP process unfolded as per the District Framework and Process Plan, coordinating all processes and
structures on District level. The IDP for the FY2020/2021 was approved by Council under item
A65/2020, during a Council meeting held on 18 June 2020.

District Strategic Priorities

The strategic priorities of the district are based on the reviewed integrated Development Plan
FY2020/2021 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.
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The table underneath reflects the Strategic Objectives and priorities of the District Municipality, in terms
of the respective key performance areas for government.

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
501 - Improve the IDP Standards of EDM and
the LMs
502 - Mainstreaming of Marginalized Groups

503 - Deliver Services and Implement Pro-
jects in Line with the Mandate of EDM

504 - Create a Conducive Environment for
District Economic Development and Growth
505 -Support Lacal Municipalities in Specific
Areas of Need

506 - Strengthen IGR and Stakeholder Rela-
tions

507 - Manage Performance

507 - Manage Performance

508 - Implement Monitoring and Evaluation
509 - Improve 5taff Skills and Development
5010 - Improve Internal and External Com-
munication

5011 - Manage Organisational Risks

5012 - Improve Institutional Transformation

and Development
5013 - 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 Manage-
ment System

Individual Performance Management
System

Manitoring 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 Governance

Institutional Development and Transfor-
mation

Service delivery and Infrastructure Devel-
opment

Local Economic Development

Service delivery and Infrastructure Devel-
opment
Public Participation and Good Governance

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 A67/2020 during a Council meeting held on 18 June 2020.

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

2.4 Alignment of the Organisation with the Strategy
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 FY2020/2021 was compiled to guide the implementation of projects and the spending of funds and
has been signed off by the Executive Mayor on 16 July 2020.
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2.6

The occurrence of the Covid-19 Pandemic and the influence thereof on performance on the
predetermined objectives of the Municipality

This section on the report is reflecting information on the COVID«lepandemic to create an understand-
ing of how the operations of the Municipality were affected by the regulations and guidelines in terms
of the declaration of the national state of disaster.

The first case of the Corona virus was reported in South Africa on 5 March 2020. A National State of Dis-
aster, which banned all events/gatherings of more than 100 people, was declared on 15 March 2020 in
terms of the Disaster Management Act, 2002 (Act 57 of 2002). Subsequently, on 23 March 2020, a na-
tional lockdown as from 26 March 2020 was pronounced. Regulations were set in place on 25 March
2020 (Regulations 43147) which restricted the movement of people and required social distancing to be
maintained,

On 17 March 2020, the Department of Employment and Labour issued guidelines for employers to deal
with COVID-19 at workplaces. The Department appealed to employers to apply the prescriptions of the
Occupational Health and Safety Act, 1993 {Act 85 of 1993) in particutar the Hazardous Biological Agents
Regulations governing workplaces, in relation to Coronavirus Disease 2019 caused by the SARS-CoV-2 vi-
rus. The Act, read with its regulations and incorporated standards, requires that employers provide and
maintain, as far as is reasonably practicable, a working environment that is safe and without risks to the
heaith of workers and to take such steps as may be reasonably practicable to eliminate or mitigate the
hazard or potential hazard. On 29 April 2020 Government Gazette No. 43257 was published by the De-
partment of Employment and Labour with Occupationat Health and Safety measures and Government
Gazette 43400 on 4 June containing the Consolidated Coronavirus COVID-19 Direction an Occupational
Health and Safety Measures in Workplaces. This was done in order to reduce and eliminate the escala-
tion of COVID-19 infections in the workplace, as well as to ensure that all employers protect the health
and safety of workers and members of the public who enter their workplaces or are exposed to their
working activities. The purpose of these directives was to ensure that the measures taken by employers
under OHS Act (85 of 1993) were consistent with the overall national strategies and policies to minimise
the spread of COVID-19,

According to these directives, institutions with more than 100 employees had to, where possible, make
provision for minimising the number of employees at the workplace at any given time, through rotation,
staggered working hours, shift systems, remote working arrangements or similar measures, in order 1o
achieve sacial distancing and to limit congestion in public transport and at the workplace. EDM respect-
ed and heeded the call by the Minster of Employment and Labour and implemented staff rotation to re-
duce overcrowding in offices and enabled social distancing to be ohserved during operations. Employ-
ees who were above 60 years of age and those with comorbidities were allowed to work from home, as
they were deemed to be more vulnerable to the COVID-19 virus. Furthermore, EDM provided all em-
ployees with personal protective equipment which included hand sanitizers {with a minimum of 70% al-
cohol) and disposable face masks, Measures were put in place to safeguard employees when in the
workplace, such as temperature monitoring,

The five-levet COVID-19 alert system has been introduced to manage the pradual! easing of the lock-
down. This risk-adjusted approach is guided by several criteria, including the level of infections and rate
of transmission, the capacity of health facilities, the extent of the implementation of public health inter-
ventions and the economic and social impact of continued restrictions. The Ministerial Advisory Com-
mittee advises the Minister of Health regarding which Alert Leve! should be declared nationally, provin-
cially, in a metropolitan area, or a district, when taking into account the following factors:
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2.7

2.8

the epidemiologicat trends of Covid-19 infections. Epidemiclogical trends include a consideration of the
trends in the number of tests done, number of persons screened, number of positive cases, number of
recoveries and the demographic profile of the positive cases.

the health system capatity in a specified area to respond to the disease burden; and any other factor
that would influence the level of infection, hospitalisation and mortafity. Health system capacity in-
cludes a consideration of the number of facilities available to support Covid-19, bed-accupancy levels for
the various levels of care, human resource capacity, equipment and related resources.

The alert levels during the period under review were as follows:

= As from 1 July to 17 Augusi 2020, alert fevel 3 was applicable;

= From 18 August to 20 September alert level 2 was applicable;

* From 21 September till 28 December 2020 alert level 1 was applied;

®» From 29 December 2020 to 28 February 2021 an adjusted alert level 3 was applied;
* From 1 March 2021 to 30 May 2021 and adjusted alert level 1 was applicable;

* As from 31 May 2021 to 15 June 2021 an adjusted alert level 2 was applied;

* As from 16 june to 27 June 2021 and adjusted alert level 3; and

s From 28 June 2021 to 30 June 2021 an adjusted alert level 4.

An extension to timelines for the submission of Annual Financial Statements, Annual Reports, Audits and
refated matters in terms of the MFMA was published in MEMA Circular No 104 on 7 August 2020, in
terms of the Municipal Finance Management Act, 2003{Act 56 of 2003).

Adjustment Budget

In view of the Mid Term Performance Review, an Adjustment Budget was approved by Council under
item A9/2021 during the meeting held on 26 February 2021.

SDBIP review

The SDBIP was adjusted to aiign with the changes in terms of the implementation plan of the strategy
and the adjusted budget, based on the resolutions made during the Mid Term Budget Lekgatla held dur-
ing February 2021. The adjusted SDBIP was approved by Council under iterm A14/2021 during the mest-
ing held on 31 March 2021.

Due to the audit on the FY2019/20 not yet been conducted, the baselines have not been adjusted to re-
flect those of FY2019/20. The Annual Performance Report contains the baselines for the FY2019/20, as
the information was available after conclusion of the audit by AGSA.

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 heaith services and disaster management. it fur-
ther facilitates and promates bulk services with regard to Basic Services, which includes water,
sanitation, electricity, roads and storm-water and waste management.
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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 managemant and cash
flow management.

3) Local Economic Development

This performance area entails the district strategic approach to LED by exploiting its economic
tomparative 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 employes weliness and motivation.

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
comrunities, 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 ares 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 jocal municipalities in its area to en-
sure appropriate ievels 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.

Rased on the aforementioned legistative imperatives of the district, specific goals and outcomes were

derived (as specified in Table 4) 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.
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Table 4: Municipal Goals, Strategic Objectives and Key Performance Areas

GOAL

KEY PERFORMANCE AREA

Ensuring integrated devalopment
planning for the district as a whole

501 - Improve the IBP Standards of EDM
and the LMs

Public Participation and Good Govarnance

502 - Mainstreaming of Marginatized
Groups

Institutional (;-(gaélopment and
Transformation

Promoting sustainable livelihands through
sociab-economic development and service

503 - Deliver services and implemehi
Projects in Ling with the Mandate of EDM

service delivery and Infrastructure
Revelopment

504 - Createﬂé Conducive Environment fo'rw

District Ecanomic Development and
Growth

Lacal Economic Devalopment

Sbb- Support and Monitor Loc:aiw

Municipalitias In Speciflc Areas of Need

Service defivery and Infrastructure
Bevaloprment

Bullding  the  capacity  of  local
municipalitles in its area to perform their
functions an exercise thelr powers where

such eapacity is lacking

506 - S'irengthen IGR and Stakeholder
Relations

Public Participation and Good Governance

507 . Manage‘}’erfarmance

Institutional Daevelopment and
Transformatian

Buikling » modern and perfm%ghce
driven municipality

508 - implement M%niwrlng and
Evaluation

lnsti‘td‘i’ibnal Bevelopment and
Transformation

509 - Improve Staff Skill:":and

Development

Institutional Developrnent and
Transformation

SO0 - improve Internal and External

Communication

Institutiﬂn&iﬁémlupm&nt and
Fransformation

5011 -Manage Organisational Risk

Imstitutionat Dev&lepn;gﬁ’t and
Transforenation

5012 - Improve Institutional
Transformation and Development

Institutionat Developmenfwé
Transformation

5013 - Ensure Prudent Financial
Management

Financiaf Viabifity and Managemant

The strategic objectives of the institution are indicated on the Strategy Map (Figure 3). The strategy
map is used to test the strategy hypothesis of the district municipality through the cause-and-effect re-

fationships of the defined strategic objectives.

achievernent of a halanced strategy of the district.
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5. PERFORMANCE RESULTS FOR 2020/2021

A summary of the performance of the Municipality in terms of the targets set for FY2020/2021 is provided in
Table 5 underneath.

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

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

Not Fully Effective 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

& Underperformed Performance is far below the expected standard (from o% to 49.9%). Remedial

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 I1)

COMPONENT A: INTRODUCTION TO THE MUNICIPAL WORKFORCE

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 2020/2021FY
the Municipality had a total number of 248 approved positions in the approved organizational structure, 190
funded positions were filled, 16 vacant funded and 42 unfunded positions as at 30 June 2021 which constituted of
8% of vacancies. (This percentage reflects positions that are vacant and funded)

In a quest to absorb temporary employees who have been in the institution for a period of mare than 10 years,
the Municipality’s application for Exemption to the South African Local Government Bargaining Council, submit-
ted in the prior financial year was approved with certain conditions for a period of 1 Financial year. The process of
absorption was implemented in August 2020 accordingly administratively after further approval by Council with
an Agreement signed between the Local Organised Labour and the Employer on the agreed terms and conditions
of absorption.

As end of June 2021, the following Senior Management positions (Section 56 and 57) remained filled as per the
period under review which are as follows:

e Municipal Manager

e  Chief Financial Officer

®  General Manager Corporate Services

*  General Manager Municipal Health and Environmental Management
®  General Manager: Social Services and Disaster Management;

®  General Manager Technical Services and;

®  General Manager LED, Tourism and Rural Development.

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 | FILLED VACANT POSTS
POSTS FUNDED UNFUNDED
(FUNDED AND
UNFUNDED)
Office of the Municipal Manager |9 7 2 0
Public Office Bearers 19 12 3 4
Strategic Planning 19 15 0 4
Corporate Sen_:ices 60 53 3 o 4
Finance and SCM 33 27 3 3
I Social Services and Disaster 29 25 2 B 2 O
Management
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Technical Services

14 9 0 5
| Municipal Health and 52 30 2 20
Environmental Management
LED Tourism and Rural 13 12 1 0
Develaopment
TOTAL 248 190 16 42

The following vacant permanent funded positions were advertised and filled during the year under review:

FILLED POSITIONS

DEPARTMENT

| Chief Risk Officer (PL2)
Manager Irnternal Audit {PL3)

Office of the Mhnicipel Manager

Public Office Bearers

Assistant GIS Technician (PL14)

Strategic Planning "

Corporate Services Snr Manager HR {PL2)
Committee Administrator {PL5)
Supervisor: General Workers x2 (PL14}

General Workers x16 (PL15)

mﬁinance and SCM Menager Budget and Reporting (PL3)

5CM Compliance Officer {PL5)

Social Services and Disaster Manage- Disaster Management Officer (PL&)

ment

Data Capturers: Dlsaster management (PL14)

Technical Services

Secretary to the GM: Technical Services (PL8)

Municipal Health and Environmental
Management

Manager : Municipa! Health Services (PL3)

Manager Environmental Management (PL3)

Secretary to GM : Municipal Health and Environmental Man-
agement

Help Desk Officers {PL14)

LED, Tourism and Rural Developmarnt

None

Other positions that were filled were internships in the various Departments ie Municipal Heaith Services and En-

vironmental Management, GIS, IT and Risk Mapagement.

VACANT POSITIONS

A total number of 16 funded vacancies remained unfilled as end of 30 June 2021,

4 deaths were recorded (3 employees and 1 PR Councitlor) and no dismissais during the year under review,
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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 filf a vacancy is within a period of & months.

The HR unit personnel further induct newiy 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 ean 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. Buring the year under review the Municipality in order to achieve its constitutional mandate and
improve preductivity within lacking units and concluded from the poot of existing employees. No horizontal
transfers were undertaken during the year under review.

COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE LEVELS
INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT

fn terms of the Employment Equity Act, 1998 and the reports that are submitted to the Departiment of Labour at
the end of September each year as required by law. The tahle below represents the various occupational levels
and gender in the Municipality.

** This is information as end of fune 2021

GENDER TOTAL NUMBER
(FILLED POSITIONS)
MALES | FEMALES
 MUNICIPAL MANAGER (SECTION 57) R 0 1
GENERAL MANAGERS (SECTION 56) 4 2 6
TOP MANAGEMENT 17 10 27
PROFESSIONALS 25 39 64
TECHNICIANS AND ASSOCIATE PROFESSIONALS 10 7 17
CLERICAL SUPPORT WORKERS 15 36 51
SERVICE AND SALES WORKERS 4 2 6
PLANT AND MACHINE OPERATORS AND ASSEMBLERS (DRIV- . ) .
ERS)
ELEMENTARY OCCUPATIONS 7 14 21
TOTAL 88 110 198
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The municipality from time-to-time reviews some of the Hurman Resources policies with the aim of keeping
abreast of changes in the sector and Local government In general and some to be adjusted due to impact of
COVID-19 in terms of operations. These policies are aimed at ensuring Human Resources processes and proce-
dures are done in a fair, consistent and transparent manner. Necessary policies, systems, procedures and mecha-
nisms 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
Counciitors before being approved by Council, Further all the reviewed policies were deliberated and consutted
with Qrganised tabour to ensure that inputs are received from all angles for implementation after being approved
by Council. The Code of Conduct workshops to ensure officials adhere to the stipulations of the Local Government
Municipal Systems Act, 2000 Schedule B, Code of Conduct for Municipal Officials and Municipal procedures and
policies conducted during the 4™ quarter per the Department SDBIP activities.

Qrganisational development entails harnessing the hurman capital of the municipality through skills development,
accupational 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 skitls 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 Ptan 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 ta ensure Councillors and employees are capacitated.

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, skis programmes etc. to improve their capacity. To ensure
effectiveness and efficiency within the arganization, 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 availzble 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.

Page | 129



The municipality has also given unemployed graduates work-based learning in the form of Internships, Work
based Integrated Learning (Wi 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.

A budget is also set aside to advertise various Internship programmes and applicants in the following fields
/disciplines ware given an opportunity to apply:

Environmental Management,

Finance

Information Technology

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

a & ¢ e

The Municipality also affords its employees an opportunity to study by providing bursaries for formal qualifica-
tians 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 R4%51 903.63 were awarded to a total of 19 offi-
cials. Employees are developed as far as possible 1o assist them to function effectively as human heings and to
reach their full potential, Further a total 15 external students from the various communities within Ehlanzeni Dis-
trict Municipality jurisdiction were awarded to external students through the Mayaral Bursary Fund to the vaiue
of R460 911.00.

TRAINING AS PER PERSONAL DEVELOPMENT PLANS FOR 2020/21FY

PROGRAMMES NG OF OFFICIALS

CIGFARO Annual Conference

23rd SASLAW Annual Conference

Project Management 5kills Programme

COGTA Skillsgap Tool: Skifls Audit

Municipal Finance Management Programme Learnership
OHS5 150 45001 Implementation Training

3rd Annual Local Government Labour Law Seminar
Powerpoint Leve| 1

el RS I R Gl el R R

Powearpoint Level 2

=
2

Excel Level 1

[N
Ll Mo

Excel 2

Excet 3

Ms Word 3

Payday IRPS Workshop
Payday IRPS Seminar
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Ln
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COUNCILLORS TRAINING AS PER PDP'S FOR 2020/21FY

NQ OF COUNCIL-
PROGRAMMES LORS
1. Project Management Skills Programme p
..... Finance for Non-Financial Managmg“"“'m -z
Typing ' - ;

UNEMPLOYED YOUTH TRAINING FOR 2020/21FY

NO OF UNEM-
PROGRAMMES PLOYED YOUTH
1. Local Economic Development Learnership 15

OCCUPATIONAL HEALTH AND SAFETY MATTERS

In fine with the Occupational Health and Safety Act, 85 of 1992 and the Compensation for Occupational injury and
Diseases Act, 130 of 1993, EDM has an obligation to foster the health and safety of its employees when they are
at work, This is achieved through the provision of personal protective equipment, in order to minimize the risk of
accident and injuries in the workplace while discharging their duties.

At the beginning of the year 2020, specifically on the 30" of January 2020 WHO (World Health Organization)
declared a Public Health Emergency of International Concern, due to the threat from the fast-spreading infections
in China from a Pathogen identified as novel coronavirus (SARS-CoV-2). The infections started spreading rapidly all
over the world in different Countries, therefore, on the 11" of March 2020 a COVID-19 Pandemic was declarad by
the WHO. On the 5" of March 2020, the first case of COVID-19 was confirmed in South Africa which then
prompied the declaration of State of Disaster on the 16™ of March 2020 by the State President. The Municipality
has since been under severe pressure to comply and observe COVID-19 mandatory prescribed precautionary
measures that have been put in place for all employers and compliance with regulations placed by the
Department of Employment and Labour. This has had a huge effect on normal operations, because for the last
quarter of the financial year 2020/2021 South Africa was placed in Lock-down Alerts level 5. 4, and 3, which
allowed a few employees (essential services and support staff) to be physically present at work, Those who are
above the age of 60 and those with comorbidities were allowed to work remotely from home as they were
deemed to be at a high risk, because should they get infected, they may not survive the infection due to age and
underlying heaith conditions. To comply with the legislative framework from the Department of Employment and
Labour, the OHS unit in consultation with key departments that deal with essential services compiled a detailed
OHS plan in order to protect its employees from contracting the COVID-19 virus and to prevent its spread thereof
in the institution for implementation to ensure safety measures ad COVID -19 protocols are adhered to. The plan
developed was updated from time to time depending on the pronouncement by the President on the easing of
the restrictions vice versa.

During the year under review there were 4 {four) Injury on Duty incidents that were reported, 2 (two) were minor
injuries that did not require medical attention from a medical practitioner or facility. Only 2 (two) needed medical
attention, and both employees were taken to the local hospital for medical treatment. The incidents were
reported to the Department of Employment and Labour as the injuries were sustained during official work hours
and the employees were performing their duties.

¢ | 131

oo
A



As part of the key responsibilities and assignment, the Qccupational health and Safety Officer has a duty to
inspect, visit construction sites and approve all health and safety files of all construction projects that are
implemented by the Municipality in consultation with Technical Services Department. In total during the year
under review, 8 (eight) construction safety files were approved for water provision projects funded by the
Department of Water and Sanitation together with Ehlanzeni District Municipality, for Nkomazi Lecal Municipality
as the beneficiary. The OHS Officer monitored progress on the various construction sites with regards to OHS and
Environmental compliance as set out in the OHS Act and the Construction Regulations. There were no major
incidents that were recorded in all the construction sites, it was pleasing to note the level of compliance by the
contractors to all mandatory requirements that include the provision of PPE and a safe working environment,

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.

tn 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 lob 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. During the
year under review the Ehlanzeni District Job Evaluation Unit meetings of the Unit were scheduled which dealt
with the evaluation of lob Descriptions for the following Municipalities: Ehlanzeni DM, Bushbuckridge Local Mu-
nicipality , City of Mbombela Local Municipality, Nkomazi Local Municipality and Thaba Chweu Lacal Municipality.
SALGA is assisting from time to time with training of identified HR ermployees in the JE process,

In terms of the Basic Conditions of Employment Act and South African Local Government Bargaining Main Council
Collective Agreement prescribes certain benefits that employers should offer its employees aver 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 Salary and Wage Collective Agreement which was coming to
an end on 30 June 2021 was still under the negotiation process as end of June 2021 by the parties in the Central
South African Local Government Bargaining Council. 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 2007-2012 was reviewed in 2015 for a five {5) year period from the 1st of
July 2015 untif the 30th of June 2020. This agreement was due to expire on the 30th of lune 2020, but Organized
labour proposed for the extension of the agreement to 30th of June 2022 in order to allow parties t0 negotiate
for another agreement. During the consultation and mandating sessions, municipalities in Mpumalanga Province
have mandated SALGA to conclude the agreement for the extension of the Main Collective Agreement to 30th of
June 2022, which was ultimately signed on the 22nd of June 2020.
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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 membarship;
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 Municipa! 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 wha are in service for 5, 10, 15, 20 years and longer. A total of 22 qualifying
employees were awarded Long Service Recognition Banuses 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 Councit 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 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 uniformiy 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 de-
scription 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 pro-
vides assurance to the municipal Councit of what can and should be expected from the senior managars.

Best practice experience in both the private and public sector has proven that performance Managerment, 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 2019/20 financial year consolidating all the 4 quarters {1 July 2019 - 30 june 2020)
as per their respective workplans. Prior to the guarterly reviews Individual Performance Agreements for the
2019/20 financial year were signed by and in between individual empioyees, direct supervisors and Departmenta)
Managers.
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The Performance Recognition and Rewards Committee (PRRC) was established by Council to fulfil its mandate in
accordance to the Perfarmance Rewards and Incentive Policy of council, to Maderate Scores between Annual Per-
formance Scores between 70 -100 %, Appraise and moderate the 2019/20 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 gualify 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 subrmissions made by Gen-
eral Managers and direct Supervisors for employees eligible for a performance incentive and in line with Counci's
relevant policies, regulations and transcripts. Continuous workshops were conducted on the implementation of
the electronic system accordingly. No individuals were identified for poar performance during the 2019/20 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 thay continue to
strive 1o 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 professianal
counsetior

Employee related costs (salaries, allowances, leave payout and benefits of Councillors) are disclosed in the Audit-
ed 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 determi-
nation.
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CHAPTER 5

This review sets out performance for the year ending 30 June 2021. The financial results once more demonstrated
that the municipality is committed in supporting its local municipalities in addressing service delivery backlogs

FINANCIAL PERFORMANCE

and challenges though it remained under pressure due to the very limited financial resources.

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 2021.

Explanations for the variances are included in note 39 contained in the Audited Annual Financial Statements for

the year ended 30 June 2021.

5.1 Financial Performance

2020/2021 var-

Description Approved budget | Actual iance %

| Rental of Facilities 360 000 403 535 12,09%
Interest Received 10 500 000 6 854 208 -34,72%
Dividends received i 140 000 137 544 -1,75%
Grants & Subsidies 289 675 536 289838212 0,06%
Other Income 1208 684 955 506 -20,95%
Total Revenue (Excluding cap- 301 884 220 298 189 005
ital transfers) -1,22%
Employee Costs 151 995 226 150 269 266 -1,14%
Councillors Remuneration 17 861 222 16 368 867 -8,36%

‘ Audit Fees 3.234 500 3233793 -0,02%
Depreciation & Amartisation 11 052 698 11052 042 -0,01%
Finance Costs 17 144 648 _17 132 877 -0,07%
Provision for bad debts 6138 085 6099 343 -0,63%
Repairs and Maintenance 2208 993 2059 871 -6,75%
Contracted Services 1416 960 1416 090 -0,06%
Grants & Subsidies paid - 8 827028 100,00%
General Expenses 74111324 58 225 408 -21,44%
Total Expenditure 285 163 656 274 684 585 -3,67%
Surplus ( Deficit) 16 720 564 23 504 420 40,57%

5.2 Financial Position

Approved 2020/2021

Description budget Actual variance %
Total Current Assets 82758 951 156 143 017 88,67%
Total Non-Current Assets 243434671 | 200 164 625 -17,77%
Tatal Current Liabilities 33313 850 87 936 999 163,97%
Total Non-Current Liabilities 139 700 593 135825754 -2,77%
Equity 153 179 179 132 544 889 -13,47%
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5.3 Cash Flaws
Approved 2020/2021 varlance |
Description ) hudget Actuat %
Net cash flow from operating activities | 7091580 ! 10244016 44,45%
Net cash flow from investing activities | -7 083 764 | -7 440 072 4,96%
Net cash flow from financing activities -7 537 257 -8 424 123 11,77% 1

5.4

The full details of the financial performance, position and cash flows are contained in the Audited Arnual Finan-
cial Statements for the year ended 30 June 2021 as contained in Volume 1} of this Annual Report.

Actual Performance vs. Approved Capital Budget

“““ Approved budg-'" ~”202(2111'2(121 variance

Description et Actual %
Internally generated funds 25 399 451 18345566 | -27,77%
_Conditional grants 2371000 237000 0,00%
Total source of capital funds 27770 451 20 716 566 -25,40%
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Report of the auditor-general to the Mpumalanga Provincial Legislature
and the council on the Ehlanzeni District Municipality

Report on the audit of the financial statements

Opinion

1.

| have audited the financial statements of the Ehlanzeni District Municipality set out on pages
6 to 77 which comprise the statement of financial position as at 30 June 2021, statement of
financial performance, statement of changes in net assets, cash flow statement and statement
of comparison of budget information with actual information for the year then ended, as well
as the notes to the financial statements, including a summary of significant accounting
policies.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Ehlanzeni District Municipality as at 30 June 2021, and its financial
performance and cash flows for the year then ended, in accordance with the Standards of
Generally Recognised Accounting Practice (GRAP) and the requirements of the Municipal
Finance Management Act 56 of 2003 (MFMA) and the Division of Revenue Act 16 of 2019
(Dora).

Basis for opinion

3.

| conducted my audit in accordance with the International Standards on Auditing (I1SAs). My
responsibilities under those standards are further described in the auditor-general’s
responsibilities for the audit of the financial statements section of my report.

| am 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.

| believe 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.




Restatement of corresponding figures

7. As disclosed in notes 34 and 39 to the financial statements, the corresponding figures for
30 June 2020 were restated as a result of errors in the financial statements of the municipality
at, and for the year ended, 30 June 2021.

Irregular expenditure

8. As disclosed in note 28.2 to the financial statements, the municipality incurred irregular

expenditure of R666 528, as a contract was approved by an official without the delegated
authority.

Material impairments — Trade and other receivables

9. As disclosed in note 4 to the financial statements, a material impairment of R6 561 893 was
incurred due to the expectation that amounts receivable is uncollectable.

Other matters

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

Unaudited disclosure notes

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 concern basis of accounting unless 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 financial 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 guarantee that an audit conducted in accordance with the I1SAs will always detect
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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.

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

Report on the audit of the annual performance report

Introduction and scope

16.

17.

18.

19.

20.

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 objective presented in
the annual performance report. | performed procedures to identify material findings but not to
gather evidence to express assurance.

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 relating 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.

| 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 objective presented in
the municipality’s annual performance report for the year ended 30 June 2021

Objective Pages In the annual
performance report

Strategic objective 5 — to support local municipalities in specific 38-45
areas of need

| 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.

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




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

Other matter

21.

| draw attention to the matter below.

Achievement of planned targets

22.

Refer to the annual performance report on pages 31 to 121 or information on the achievement
of planned targets for the year.

Report on the audit of compliance with legislation

Introduction and scope

23.

24,

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.

| 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.

Other information

25,

26.

27.

28.

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.

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.

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.

| did not receive the other information prior to the date of this auditor's report. When | do
receive and read this information, if | conclude that there is a material misstatement therein, |
am required to communicate the matter to those charged with governance and request that
the other information be corrected. If the other information is not corrected, | may have to
retract this auditor's report and re-issue an amended report as appropriate. However, if it is
corrected this will not be necessary.




Internal control deficiencies

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.

At -Gt

Mbombela

15 December 2021
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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:

e identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error; design and perform audit procedures responsive to those risks: and
obtain audit evidence that is sufficient and appropriate to provide a basis for 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

= conclude on the appropriateness 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

= 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.



| also confirm to the accounting officer that | have complied with relevant ethical requirements
regarding independence, and communicate all relationships and other matters that may
reasonably be thought to have a bearing on my independence and, where applicable, the
actions taken to eliminate threats or the safeguards applied.
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AUDIT ACTION PLAN TO ADDRESS AUDITOR-GENERAL FINDINGS FOR 2020/21
FINANCIAL YEAR

1. Introduction

The Auditor General has concluded the audit process for the financial year ended 30 June

2021, and an audit report as well as a management report has been received by the
municipality on 15 December 2021.

The audit opinion expressed by the Auditor General on the audit report for the year under
review is unqualified opinion without 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 6 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
Audit
1. Human Resources Management 0 0 0 0
2. Supply Chain Management 1 1 0 1
3. Performance Management 1 0 1 0
@. Financial Management 2 0 1 1
©. Leadership and Governance 0 0 0 0
8. Technical Services 2 2 1 1
Total 6 3 3 3




- The Auditor-General found that most of the audit findings raised were as a result of internal
control deficiencies, causing the finarcial and performance information disclosed on the
annual financial statements and annual performance report to be misstated.

The most of the misstatements revealed by the audit process have been corrected, and both

the annual financial statements and annual performance report has been adjusted before the
finalisation of the audit process.

3. Preparation and Implementation of the audit action plan

itis imperative that the audit action plan be prepared to address the audit findings or issues
raised by the Auditor-General. The management should implement the audit action plan by
not later than 30 June 2022 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 intemal control deficiencies
and the non-compliance with the legisiative 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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APPENDIX A

FINANCIAL YEAR 2020-2021

TOTAL MEETINGS

COUNCILLOR PARTY ATTENDED

1 | TSidell African National Congress 08

2 | TM Charles African National Congress 12
3 KC Chuene Economic Freedom Fighters 12

4 MR Shongwe African National Congress iz

5 MJ Hlophe African National Congress 10

6 | LE Khosa Aftican National Congress | 08

7 NC Khoza _African National Congress | P

] TS Ehoza African National Congress i

9 i JJKhoza African National Congress 09

10 ! RE Khumalo African National Congress 12

11 1) Ligthelm African National Congress 03

12 | NLlukhele African National Congress 09

13 | PC Luphoko Aftican National Congress 07
14 | TG Mabuza _African National Congress 10

15 | M Mahlangu o African National Congress 10

16 | V Malatjie Economic Freedom Fighters 09

17 | TR Manyisa African National Congress 10
18 | JB Mashaba Alrican National Congress 08

19 | E Mashele African National Congress | 12

20 | § Mashego-Sekpobela African National Congress 08
i 21 | G Mashile Bushbuckridge Residents Association 08
22 1 L Matsie Bushbuckridge Residents Association 62

23 | DI Masilela African National Congress 12

24 | TE Masilela African National Congress o
' 25 | P Gubhayi African National Congress 01

26 | G Mathebula _African National Congress 05

27 INVMathobela 1 Democratic Alliance ]

28 5P Mathonsi African National Congress 0o

29 | MJ Mavuso African National Congress ;e

30 LP Mbambo African National Congress ~ 10

31 ;| M Mbewe Economi¢ Freedom Fighters 0o
32 | PP Mbowane African National Congress 1
33 | LS Mhaule African National Congress 02

34 | PCW Minnaar Democratic Aliance | 10

35 | ML Mkhabela African Nationat Congress 12

36 | ET Mkhabela African National Congress |2
37| LS Mkhatshwa _Alrican National Conpress 1

38 | IM Mkhatshwa African National Congress L
32 | GP Mkhombo Demoeratic Alliance 12
40 | MM Mlimi African National Congress ~~ § 00

41 | LT Miombo LAfrican National Congress | 05

42 | MJ Mnisi African National Congress 11

43 | ML Mnisi African National Congress 03
44 | GN Mogiba African National Congress 11

45 | ™™ Mthombo African National Congress 00

46 | AS Mthunywa 1 African National Congress 08 _

47 | GM Kkambule Economic Freedom Fighters 04

48 1 DM Khoza Leonomie Freedom Fighters 09

49 | M Nkuna o African National Congress 09




TOTAL MEETINGS

COUNCILLOR PARTY ATTENDED

50 | C8 Nxumalo African National Congress 00

51} M5 Phelephe African National Congress (7
82 | GP Raphiri African National Congress 03

33 ¢ EIT Shabangu African National Conpress 10

54 | LC Shakwane African National Congress 12

55 | ED Malele Bushbuckridge Residents Association 06
26 | BC Shongwe Economic Freedom Fighters 02

87 | TB Sibuyi African National Congress 12

58 | NP Thabane African National Congress 07

59 | 1P Thobakgale _Democratic Alliance 05
60 | GM Moyana_ Democratic Alliance 12

61 | L't Vuma African National Congress 10

62 | MJ Morema African National Congregs | 06

03 | M Chembeni-Sahi African National Congress 12
64 | GCB Anthony o Democratic Alliance 12

65 | QhibiR Economic Freedom Fighters 00

66 | MI Nkadimeng African National Congress 0
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APPENDIX B

ATTENDANCE OF COUNCILLORS FOR PORTFOLIO MEETINGS

CORPORATE SERVICES
COUNCILLOR PARTY TOTAL
MEETINGS
“““““““““““““““ ATTENDED
I [ Councilior MJ Mavuso African National Conpress 14
2 | Councillor T™ Charles Alfrican National Clongress H
3 Councillor G Mathebula African National Congress 6
4 | Coungillor T™M Mthombo African National Congress 3
5

Councillor LT Mlombo

African National Congress

4 (Fasaed away)

6 | Councillor l"hobakgdif., _Democratic Alliance 4 (Resigned)
7 Councillor GCB Anthony Democratic Alliance o
8 | Councillor V Mdlal]l Lmnom|(;.I.F1u.dum Fighters 3
LED, TOURISM AND RURAL DEVELOPMENT
COUNCILLOR PARTY TOTAL
MEETINGS
ATTENDED
I | Councillor MJ Morema African National Congress 3
2 | Councilfor ET Mkhabela African National Congress 4
3 __ 1 Councillor M1. Mnisi _.”_W[\fl ican National Congress 2
4 | Councillor PC Luphoko African National Congress 3o
5 |C otmultm TE Masilela | African National Congress 3
6 | Councillor H [hohakbd!u Dunmr'ltu. Alliance 2 (Resigned)
_7__{ Councillor P Minnaar _ " Democratic Alliance 4 .
8 | Councillor DM Khoza Economic Freedom Fighters I
9 | Councillor G Nkambule Economic Freedom Fighters 2
TECHNICAL SERVICES
COUNCILLOR PARTY TOTAL
MEETINGS
ATTENDED
I | Councillor M Nkuna African National Congress 4
2 [ Councitlor JB Mashaba _ African National Congress 4
3 Councitlor GN Mogiba African National Congress 4
4 | Comeitlor L Vuma African Nationat Congress 4
5 Cuunullm DM Khoza Eeonomie Freedom Fighters 3
6 Councillor I, Shakwane . African National Congress 4
7 Councillor P Gubayi "~ African National Congress 3
Y | Councillor LP Mbambo African National Congress .
10 | Counciflor GP Mkhombo Dcmm,ratlc Alljance | 3

L1 | Councillor G Mashile

Bushbmkndge Rcmlcms Association




FINANCE AND SUPPLY CHAIN MANAGEMENT

T COUNCILLOR

PARTY TOTAL
MEETINGS
_______ . ATTENDED
| Councillor MJ Mnisi African National Congress b
2 | Councillor M Chembeni- African National Congress 9
‘ Sahi ‘ .
3 | Councillor NL Lukhele Atrican National Congress 9
4 | Councillor M Mahlangu African National Congress 8
3___| Councitlor G Mashile Bushbuckridge Residents Association 0 (Passed away)
6| Councillor [P Mbambo African National Congresg 1.
7| Councillor AS Mthunywa African National Congress 9
SOCIAL SERVICES
COUNCILLOR PARTY TOTAL
MEETINGS
» ATTENDED
1| Councillor $ Mashigo- African National Congress 4
|| Sekpobela
2__ i Councillor DL Masilela African National Congress i
3| Councillor MJ Hlophe Aftican National Congress 2
4 | Councillor TG Mabuza African National Congress i
221 Councillor GP Raphirt African National Congress 3
6 | Councillor GM Nkambule | Economic Freedom Fighters 2
7 Councillor NV Mathobela | Democratic Alfiance 3
DISASTER MANAGEMENT AND PUBLIC SAFETY
COUNCILLOR PARTY TOTAL
MEETINGS
ATTENDED
] Councillor TR Manyisa African National Congress 4
| 2§ Counciltor M. Masilela African National Congress 3
3| Counciflor ILE Khosa African National Congress 3 o
4 | Councillor S1. Mkhatshwa African National Congress 3
5 | Councillor PP Mbowane African National Congress 4
6 | Councillor P Minnaar Democratic Alliance 4
7\ Councillor GCB Anthony Demacratic Alliance 3
8 i Councillor R Qhibi Econoinic Freedom Fighters 3




MUNICIPAL HEALTH AND ENVIRONMENTAL MANAGEMENT

"COUNCILLOR

PARTY

TOTAL
MEETINGS
ATTENDED

| Councillor MR 'Shongwc §

African National Conaress

Coungillor AS Mthl.mywaw

Aftican National Congress

Councillor T8 Sibuyi

_African Nationral Congress

African National Conpress

Councillor E Mashele

African National Congress

Councillor V Malatjie

Economic Freedom Tighters

Councillor GP Mkliombo

Democratic Alliance

Y ERY= NIV N [IEY PR

p=]

Councillor NV Mathobela

Democeatic Alliance

Councillor MS Phelephe

1
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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)

(ic)
(1)

{m)
(n})

{o)

Integrated development planning for the district municipality as a whole, inchuding a frameworlk
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;

(it} The regulation of waste disposal;

(iii} The establishment, operation and conirol of waste disposal sites, bulk waste transfer
facilities and waste disposal facilities far 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.

Municipai 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;

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

(i) Co-ordination of the standardization of infrastructure, vehicles, equipment and procedures;
(iv} Training of fire officars.

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.

Pramation 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 2020/21

The Audit Committee which serves as an advisory body of Council is comprised of 5 external members have
met 4 times during the year under review to execute their oversight role on Internal Controi, 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 3 Number of Attended
Mr M Secker Chairperson .| 4 meetings
Mrs Z Sibanda Member 4 Meetings
Ms S Lubisi Member 4 Meetings
Ms 5 Mabilane I Member 4 Meetings
Mr K Mokoena Member 4 Meetings

THE EFFECTIVENESS OF INTERNAL CONTROLS AND THE INTERNAL AUDIT UNIT

THE AUDIT COMMITTEE WAS PRESENTED WITH THE FOLLOWING REPORTS BY THE INTERNAL AUDIT UNIT,
WHICH ARE IN LINE WITH THE APPROVED INTERNAL AUDIT PLAN FOR THE FINANCIAL YEAR 2020/2021:

i.Internal Audit Report on the Annual Performance Report for financial year 2019/20
ii.Internal Audit Report on the Annual Financial Statement for the year ending 30 lune 2020
iit.Internal Audit Report on Performance Management Mid-Term and 3 Quarter of 2020/21
iv.Internal Audit Report on Occupational Health and Safety {Covid-19 Response Plan)
v.Dashboard on key Controls (4" Quarter 2019/20 and Mid-Term 2020/21)
vi.Internal Audit Report on the Ad-Hoc Sibange Bulk Water Phase 2
vii.Internal Audit Repart on Supply Chain Management (PPE Procurement 1%Quarter and Mid-Term))
viit.Internal Audit Report on the Payroll Process

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 made should thus report its findings to the Audit
Committee.

ANNUAL FINANCIAL STATEMENTS OF EHLANZENI DISTRICT MUNICIPALITY FOR THE YEAR ENDED 30 JUNE
2020

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 leve! of compliance with
this Act, the anpual Division of Revenue Act of 2020, 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 befare submission of the AFS to the Auditor General for
audit purposes:



* The Audit Committee noted that the draft AFS were reviewed by Internal Audit and the review remarks
were communicated already to the Finance department to effect necessary changes;

The Audit Committee thanked the CFO and the entire Management team for the effort put into
documenting the AFS for the year ending 30 June 2020 and wished the Municipality well for tha upcoming
audit by Auditor-General South Africa, hoping that the Municipatity will attain yet another clean audit
opinion.

RISK MANAGEMENT AND LEGAL SERVICES REPORTS

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 follows:

» Audit Committee advised management to ensure that the cornpliance to the Disaster Management Act
and its regulations, the GRAP Standards, the Protection of Personal Information Act (POPIA), a3 well as
the relevant Health Standards to form part of the Compliance-Calendar Report;

* Audit Committee advised management to ensure that the report reflects the number of hours and the
exact rate/tariff charged by the Legal Representatives of the Municipality;

» Audit Committee advised t on the Matter of Dumata Trading the municipality should not prosecute to
avoid unnecessary costs and should await the matter to die a natural death;

» Audit Committee advised the Municipality to adopt the Criteria used to contral and manage fees in line
with Rule 70 of the High Court in order to manage collusive practices and overcharging by attorneys.

The Audit Committee noted through the presentation of the Chief Risk Officer that there were mitigation
strategies that were not implemented during the period under review due to the Covid-19 Pandemic and
some others due to insufficient planning and these were reported as follows:

* Training Safety representatives on the use of the evacuation chair or people with disabilities in the case
of disaster;

+ Development and implementation of the District Tourism Recovery Plan;
* Integrate Demand Management into planning processes; and

» Institute compulsory monthly departmental and Extended Management meetings, to be monitored
through the internal process scorecard for Senior Management.

INFORMATION TECHNOLOGY REPORTS

In terrns 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 assuyrance that the municipality’s systems in
place in retation to adequacy, reliability and accuracy of financial reporting and information are sufficiently
effective.

Further the following was noted by the Committee:

s That the expected result on the revised IT strategy implementation includes contactless and paperless
communication to ensure that the Covid-19 protocols are effectively upheld;



*  That the Network infrastructure will require a Fibre line to be deployed to support a faster connectivity;

*  That the Video Conferencing Solution requires 10 (ten} Zoom licences to be procured so as to enable
maore virtual meetings to be held at any given time;

&  That the Audit Committee advised management ta put measures in place to ensure that the Serviee
Level Agreement is adequately adhered to and that the Service Provider does not render the
municipality a service below the agreed specifications for the Document Managerment System; and

*  Thatthe costimplications for this project for the next three years is estimated at three and a half million
Rands (R3.5m) and it relates to Strategy Development, implementation and Training on the Document
Management Systermn

FINANCIAL MANAGEMENT REPORTS

the committee was presented with the Financial Reports regarding the Implementation of the Supply Chain
Management (SCM)Policy Being(1} SCM Bids below R200 000, {2} SCM bids over R200 000, (3) Deviation
form SCM Policy, (4) Budget implementation Performance and {5) Financial State of Affairs for the financiat
year 2020/21.

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

i.Audit Committee noted that the report on the implementation of the Budget and the financial state of

affairs of the municipality was accordingly submitted to Council in line with Section 52 of the MFMA;

ii.Audit Committee advised that for written Quotes Below R200 000 the report should reflect the cause of
emergency procurement and where the SCM pracess {quotations) was followed to briefly reflect as such:

fii.For Awarding of Bids over R200 000 , Audit Committee advised management to include the number of
iterns in the description instead of using terminology such as “various”, in order to provide clarity on the
number of items procured to enable the committee to assess the reascnableness of the prices charged on
those items; and

iv.Deviation from normal 5CM for the 3™ Quarter of the 2020/21 financial year and the Audit Committee
advised management to reflect “erergency” instead of “impractical” for the reason of deviation for the
procurement of fumigation services;

EFFECTIVE GOVERNANCE

The Audit Committee’s responsibilities aiso 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 Einancial
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. Concerns were raised that the planning of projects
could be improved upon to give effect to more projects being finanlised in the financial year.

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



*  Audit Committee noted that the contract on the Phase 2 Sibange Regional Bulk Water Scheme for the
Pipeline from WTW to Magudu + Reservoir & Pump Station project was terminated due to poor
performance and that the Legal Services division was consulted to assist in recouping losses ta the
municipality through the Performance Guarantee and the portion of the 10% Retention which shall be
withheld;

* Noted that the supply chain process to replace the terminated contractors for the Phase 2 Sibange
Regional Water Scheme is currently underway;

" internal Audit to conduct an adhoc review of the processes that unfolded post the termination of the
Contract in the Phase 2 Sibange Regional Bulk Water Scheme for the Pipeline from WTW to Magudu +
Reservoir & Pump Station project;

* Noted that of the 15 internally funded projects the majority are reported with a satisfactory progress
and that only 6 are reported with a not satisfactory progress remarks due to delays in submission of
Bid Specification resulting in the procurement processes commencing later than scheduled in the
Procurement Plan;

* advised management 1o ensure that the Technical Project Implementation Plan Report must be
consistent and sufficiently comprehensive.

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 19%7;

=  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;
*  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 far 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—
{il Review the quarterly report submitted to it in terms of sub regulation (1) {c) (ii);

{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)
(i}, the performance audit committee must focus on economy, efficiency, effectiveness and impact in 50 far
as the key performance indicatars and performance targets set by the municipality are concerned. 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 Performance Management System t (PMS) as well as the 3 Quarter PMS Report
and resolved as follows:

AUDIT COMMITTEE RESOLUTIONS/RECOMMENDATIONS ON PERFORMANCE MANAGEMENT: -

1.The Audit Committee noted and accepted the reasons provided for the underperformance reflected on all
the reported strategic objectives;

i.Audit Committee noted and accepted the reasons provided for the underperformance reflected on all the
reported strategic objectives 25 a result of the pandemic;

fii. That the Audit Committee applauded the Municipality and the Performance Management Division in
particular for ensuring campliance to section 46 of the Local Government: Municipat Systems Act 32 of
2000 (MSA) as well s for the high standard of the 2019/20 Annual Performance Report;

iv.Audit Committee advised Management to ensure that the information in the IDP and Perfoarmance Report
complies with section 43 of the Municipal Systems Act and section 10 of the Local Government: Municipal
Planning and Performance Regulations of 2001, to include the four indicators which are a compulsory
requirement and are applicable to the District Municipality;

v.Managemeant 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;

vi.That the principle of the legislation requires the municipality to take steps to improve performance with
regard to those development priorities and ohjectives where performance targets are not met; and to
reflect the measures taken by the municipality to improve performance;

vii. Management to ensure that sufficient portfolio of evidence is kept for all positive deviations reported
and be accompanied with sufficient explanation that led to the attainment of planned targets and or the
averperformance;

viii.Expenditure incurred for the Borehole Project at Mattafin & Cairnside be verified and be confirmed in
the next Audit Committee meeting, this is due to the fact that the project status was reflecting no
movement as at the end of the third quarter on site due to procurement process delays experienced for
this project.

Internal Audit has also performed an audit of the Municipality’s Annual Perfarmance Report for 2019/20,
the Mid-term Performance Management Report (PMS) as well as the 3™ Quarter PMS of the 2020/21
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 MEMA requires the Audit Committee to respond to councit 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 reasonabte assurance on the effectiveness of the designed actions to
address the issues raised in the AG report and also reported that the Action Plan has been prior to the
submission of the Annual Financial Statements (AFS) to the AG. Follow -up on implementation of the
improvement actions were verified by Internal Audit at year-end and other improvement areas were
followed up 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
suppart to the committee and has committad 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 mu nicipality
negatively or impede its progress in the implementation of the recommendations made.



VOLUME II: ANNUAL FINANCIAL STATEMENTS

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

& Operating revenue;

¢ Operating expenditure;

e  Operating results per service;

e  Capital expenditure and financing;

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

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

®  Cash-flow statement;

e Accounting policies; and

e Notes to financial statements

Page | 140
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Ehlanzeni District Municipality
Annual Financial S{atements for the year ended 30 June 2021

Accounting Officer's Responsibilities and Approval

The Accourting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsibla for the content and integrity of the annual financial statemants and ratated financial
information included in this report. it is the responsibitity of the Accounting Officer to ensure that the annual financial
statements fairly preszent the state of affairs of the municipality 23 at the end of the financial year and the results of its
operations and cash fiows for the period then ended, The external suditars are engaged to express an independent apinion on
the annual financial statements and wara given unrestricted access to all financial records and related data.

The annwal financial statements have beew prepared in accordance with the Municipal Finance Managemant Act {Act 56 of
2003) and Standards of Generally Recognlsed Accounting Practice {(GRAP) including any interpratations, guidelines and
directives issued by the Acgounting Standards Board,

The annual financial statements are based upon appropriale accounting policies consistently applied and supporied by
reasonable and prudent judgements and estimates,

The accounting officer acknowladgas that ke is uiimately responsible for the system of internal financial control estabilished by
the municlpaiity and places considarable importance on maintaining a strong control environment, To enable the aucounting
officer to meet these responsibitities, the accounting officer sets standards for internal control aimed at taducing the risk of
error or defich in a cost effective manner. The standards include the proper delagation of respunsibilities within a clearly
defined framework, effective accaunting procedurss and adequate segragation of duties to ensure an acceptable level of risk.
These centrols are monitored threughout the municipality and all employees are required to maintain the highest ethical
standards in ensuring the municipality’s business is conductad in a manner that In alt reasonable circumstancas is abave
reproash. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring alf known
farms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavaurs to minimisa it
by ensuring that approptiate infrastructure, controls, systems and ethical behaviour ara applisd and inanaged within
pradetarmined procedures and consiraints,

The accounting officer is of the opinion, based on the information and explanations given by managemaent, that the systerm of
internat conirol pravides reasonable assurance that the financial records may be refiad on for the preparation of the anaual
financial statements. Howevar, any system of internat financial control can provide only reasonable, and not absolute,
assurance against material misstatement or deficit.

The accounting officar has reviewed the municipality's eash flow forecast for the year to 30 Juna 2022 and, in the light of this
review and the current financial position, he is satishied that the municipality has or has access to adequste resources to
continue in operational existence for the foreseeable future,

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

The annual financial statements set cut an pages & to 77, which have been prepared on the guing concern bagjs, were
approved by the accounting officer on 31 August 2021

F& Siboza
Accounting Officor
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Acronyms

CFO Chiaf Finangial Officer

CH Consumar Prica Index

COVID-19 Coronavirus

DBSA Develapment Bank of Southern Africa

oMmec Disaster Management Centre

EPWP Expanded Public Werks Programme

EDM Enlanzani District Municipality

FNE First National Bank

Gig Geographical Information System

GRAP General Recognised Accounting Practice
g integrated Development Flan

IGRAD Imterpretation of Generally Recognised Accounting Practice
IAS International Accounting S{andard

ASH International Accounting Standards Bosrd
IFRS International Financial Reporting Standards
IPSASB Itternational Public Sector Accounting Standards
) Informetion Technology

ito In terms of

LED Local Economic Davelopmant

MFMA Municipal Finance Management Act, 56 of 2003
MPAC Municipal Public Accounls Commities
mSCOA Municipal Standard Chart of Accounts

PAYE Fay As You Earn

RBIG Reylonal Bulk Infrastructure Grant

RRAMS Rural Ruads Assets Management System
SALGA South African Local Government Association
SARS South African Revenue Services

SCM Supply Chain Management

S0, Skills Development Lavy

LIF Unamployment Insurance Fup

VAT Valua Added Tax




Ehlanzeni District Municipality

Annual Financlal Slaterments for the year ended 30 June 2021

Statement of Financial Performance

Figures in Rand Nota{s) 2021 2020
Restatad
Revanuye
Revenue from exchange transactions
Operational income 33 825,956 589,250
Rental of facilities and equipment 33 403,535 291,744
Interest recaivad 31 6,854,208 10,297 507
Dividends received 33 137 544 154,132
Revenua from nen-exchange transactions
Giovernment grants & subsidies 14 289,838,212 280,458,872
Fines & penalties 33 100,000 150,000
Donatiuns tn kind 33 28,880 1,738,959
Total revenue 298,189,005 273,677,464
Expenditure
£mployee ratated cost 1% (150,269,266) {14B,048,875)
Remuneration of counciliors 18 {16,368,867) (16,520,378)
Audit faes 23 (3,233,783}  (2,742.809)
Depreciation and amortisation 17 {11,052,042)  (9.651.674)
Provision for bad debts 4 (6,009,343) {701,473)
Finance costs 18 (17,132,877}  (17,655,503)
Repairs and maintenance 19 (2,059,871} (4,165 852)
Contracled services 20 (1,416,080} (1,140,523
Grants and subsidies 21 {8,827.028) (29,801,623
Operational expanses 23 (68,225,408} (56,507,372)
Total expendifure {#74,684,686) (285,826,082)
Operating (deficitysurplus 23,504,420 (12,148,818)
Loss o disposal of assets (256,960} (118,830)
(Lossloath on fair value adjustment 7 174,364 {1,0:28,950)
Actuarial gain T 1,035,000 8,008,000
{DeficH) fsurplus for the year 24,456,815 (5,286,358)

N.M



Ehlanzeni District Municipality
Annual Fingncial Statemenis for the year ended 30 June 2021

Statement of Financial Position as at 30 June 2021

Figures in Rand Maotals) 2021 2020
Restated
Asstets
Current Assets
Inventories & 8,308,318 5138915
Investments T B4 586,702 82 499 272
Recelvables from exchange transactions 4 45,007,065  2B,100,457
VAT receivable G 11,600,570 6,346,865
Cash and gash equivalents 3 742 372 6,362,551
156,143,017 128,457,160
Non-Current Assets
Property, slant and equiprment 8 94,788,833 201,218,181
Intangible assets g 4,284 188 3,684,570
Investments 7 1,081,804 1,046,703
200,164,625 205,940,424
Total Assets 366,307,642 134,406,584
Liabilities
Current Liabilities
Shori-term portion of Long-term Habilities 12 8,755 331 7,857,310
Finarce lzase obligation 13 182,329 511,204
Payables from exchange fransactions 10 66,766,709 63,754,850
Provisions N 12,232,630 12,260,448
57,936,999  B4,383,812
Non-Current Liablities
Long-term liabilitins 12 106,727 517 115,483,350
Finance leasa abligation 13 - 182,328
Frovisions 11 29,088 237 26,263,652
135,826,764 141,829,320
‘Total Liabilities 223,762,763 226,313,132
MNet Assets 132,544,889 108,003,452
Accurmnulated surplus 132,544 BB8 108,003,452

8
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Ehlanzeni District Municipality
Annual Financial Statements for the year ended 30 June 2021

Statement of Changes in Net Assets

Acoumulated Total net

Figures in Rand surplus azseis
Balance at 01 July 2019 113,422,563 113,422,663
Changes in net assets

Surplus/(Deficit) for the yaar (5,286,398)  (5,286,398)
Prier perlod ediustments - note 39 (42,713) (42.713)
Totaf changes (5.3290,111)  {5,329.111)
Balanca at 01 July 2020 108,003,453 108,093,453
Changes in net assets

Prigr patiod adjustments - note 3% {5,379} (5,379)
Net income (lusses) recognised directly in net assets (6,379) {5,379)
Surplus/(Deficit) for the year 24,456 818 24 456,815
Total changes 24,451 436 24,451,438
Balznce at 30 June 20321 132,544,889 132,544 889

’ MM



Ehlanzeni District Municipality
Annual Financial Statements for the year ended 30 June 2021

Cash Flow Statement

Figures in Rand Nota(s) 2021 2020
Restated

Cash fiows from operating activities

Receipts
SARS 3,283.318 B,125,144
Grants 280.838,212 260456872
Interest received 6,900,104 10,253,357
Dividends received \ - 153,132
Imptementing agency receipis 140,076,687 125,150,324
Othar receipts e 5,220,998 1,340,484
\ : o A 445310320 403,479,313
Payments \ \
Employes costs {183,595 128} (169,579,853)
Suppliers (94,475,877) (89,828.414)

Finance costs

| (13,607,660) (14,483,4485)
implementing agency payments

{143,496,536) (120,324.123)
(435,075,304) (284,315,835)
Net cash flows from operating activities 24 10,244,016 9,163,478

Gash flows from investing activities

Purchase of property, glant and eguipment 8 {3,702, 468) (5,744,678
froceeds from sate of praperty, plant and equipment 7,038 298,835
Purchase of intangible assets 8 {1,795.478) (709,844)
Maovement in investments (1.648,166) (75,662,246)
Nef cash flows from investing activitles {7.440,072) (84,817,831)

Cash flows from financing activities

Repayment, of long-term Habilities (7,857,801} (7,014,038}
Finance lease payments {566,322) (666,321}
Net cash flows from financing activities (8,424,123} (7,580,359}
Net incraase/(decrease) in cash and cash equivalents (5620179 (83,234,712)
Cash and cash equivalents at the beginning of the year 6,362,661  BBH.EOT 263
Cash and cash eguivalents at the end of tha year 3 742,372 6,362,551

ONLW



Ehlanzeni District Municipality

Annual Financial Statements for the year ended 30 June 2031

Statement of Comparison of Budget and Actual Amounts

Budgat on Acerusl Basis

Appraved Adjustments  Final Budget Actual amounts  Difference Reference
budget on comparahle between final
hasls budget and
Figures in Rand actual
Statement of Financlal Performance
Revenue
Revenua from exchange
transactions
Oparational income 1,920,000 (711,316} 1,208,684 B25,956 {382,728) Note 38.1
Rental of facilities and equipment 540,000 (280,000} 360,000 403,635 43,535 Note 38,2
Interast received 8,000,000 2,500,000 10,600,000 6,854,208 (3,645,792} Nopte 38,3
Dividends received 140,000 - 140,000 137 544 (2,456)
Total revenue from exchange 10,700,000 1,508,684 12,208,684 8,221,243 {3,987,441)
transactions
Revenue from nen-exchange
transactions
Transfer revenue
Government grants & subsidies 271,343,000 18,332,538 289,675,536 289,838,212 162,676
Transfar ravenue
Fines - - - 100,000 100,000 Nole 384
Beonations in king - - - 28 550 29,580  Note 38.5
Tatal revenue from non- 271,343,060 18,332,536 289,675,538 289,567,762 292,228
exchange transactions
Total revenue 282,043,000 19,841,220 301,884,220 208,189,008  (3,695,215)
Expenditure
Emplayae related cost (156,028692) 4,030,466 (151,985,228) (150260 066) 1,745,860
Remuneration of councillars (17,826,222) {36,000y {17.861,222) (16.368,867)  1.492,3585
Anndit faes {3,657 .500) 423000  (3,234,500)  (3.233,783) a7
Depreciation ang amortisation {8147.426)  (2,905,272) (11,052,698) (11,0562,042) 656
Frovision for bad debts - (5,138,085  (6,12B,0B8)  (5,099,343) 38,742
Finance costs (15,045,908)  (2,008,743y (17,144,648) (17,132,B77) 11,771
Repeirs and maintenance (3,8860,850) 1660857  (2,208,993)  (2,059,B71) 149,122
Contracted services (1,616,860) 100,000 (1,416,980) (1,416,080 BTO
Grants and subsidies - - «  (8,827.028) (8,827,028} Noie 38.5
Operational expenses {63,104,774)  (11,008,550) (74,111,324) (5B,225,408) 15,885,916  Note 38,7
Total expenditure (269,193,320) (15,970,327) (285,163,6566) (274,684,585) 10,479,071
Cperating surplus 12,849,671 1,870,803 16,720,564 23,504 420 6,783,866 Note 38.8
tosz on disposal of assets - “ - (256,969) (256,269} Nofe 38.9
Gain/(lass) on fair value - - - 174,364 174,364 Note 38,10
afjustment
Actuarial gain - - - 1,035,000 1,035,000 Note 3811
- - " 952,345 952,305
Surplusf{deficit} for the year 12,849,674 3,870,893 16,720,564 24,456,815 7,736,251
10
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Ehlanzeni District Municipality

Annual Financial Statements for the year ended 20 June 2021

Statement of Comparison of Budget and Actual Amounts

Budget an Cash Basis

Approved Adjustmants  Final Budget Actual amounts  Difference Reference
hudget on comparable bhatween final
hasis budget and
Figures in Rand aetual
Statement of Financial Position
Assets
Current Assets
Inventarias 163,348 . 163,348 9,306,318 9,142,370 Note 38.12
Investments 458 175 . 459175 a4.886,702 84,127,627 Note 38.13
Receivables from exchangs 345,752 . 5752 49,007,085 49,561,303  Note 38.14
transactions
VAT receivable 4,302,359 - 4,302,359 11 600670 7,288,211  Note 38.15
Caszh and cash equivalents 64,649,285 12,838,032 77488347 742 372 (76,745,845) Note 38.13
65,919,519 12,839,032 B2, 7589591 156,143,017 13,384,066

Non-Current Assets
Froperty, plant and equipment 211,615,806 10,308,451 221,924,287 104 78,633  (27.135,624) Note 38.16
Intangible assets 16,981 064 (200,000 16,781,064 4,284,188  (12,486,8B76) Note 38.16
Investments 4,728 350 - 4,728,350 4,081,804 {3,647 .546) Note 38.13

233,326,220 10,108,451 243,434,671 200,164,625 (43,270,045)
Total Assets 303,246,139 22,947 483  336193,622 356,307,642 30,114,020
Liabilities
Current Liabilities
Shart-term portion of long-term 6,581,831 1,187,257 7,768,188 8,755,331 986,143  Note 28,47
lighilitias
Finance lease obligation - - - 182,328 182,329  Nole 38,18
Paysibles fram exchange 16,365,979 - 18365979 g 7e6,700 60,400,730 Note 38.19
transactions
Provisions 4,178,683 - 9,178,683 12 232 630 3,053,247  Note 38,20

32,126,591 1,187,257 33,313,850 87,936,999 54,623,149

Mon=Current Liabilities
Long-term Habilittes 110,641,019 (2,374514) 108,266,505 106,727 517 (1,538,986)
Provisions 31,434,088 - 3,434,088 2a.004,237 (2,336,861) Note 38.20

142,075,107 (2,374,514) 139,700,592 135,325,754 (3,874,839)
Total Liabilities 174,201,700 (1/187,287) 173,014,443 223 762,753 60,748,310
Net Assels 129,044,439 24,134,740 153179179 132,544,889 (20,634,290}
Net Assels
Met Assets Attributable to
Owners of Controlling Entity
Reserves
Ascumulated surplus 129,044,438 24,134,740 153ATIATY 132544 850 (20,634,290) Notp 38,21
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Ehlanzeni District Municipality

Annual Financial Statements for the year ended 30 June 2021

Statement of Comparison of Budget and Actual Amounts

Budgat on Cash Basig

Approved Adustments  Final Budget Actual amoaunts  Difference Raeferance
budget ot comparable betwean final
basis budgeat and

Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Grants 271,343,000 18,204,000 289,637,000 g0 838,212 201,212
Interest income 8,000,000 2,500,000 10,500,000 §,900,104 (3,599,886} Note 383
Dividends receivad 140,000 - 140,000 “ (140,000} Note 38.24
Other receipts 2,560,000 {952,780) 1,607,220 8,504,317 6,897,057  Mote 38.23
Implementing agency receipts . - = 140,076,687 140,076,887  Note 38,22

282,043,000 19,841,220 301,884,220 445,319,320 143,435,100
Payments
Emplayee related costs (172,805,918) (5,645, 174) (178,451,089) (183,5095,128) (5,144,039
Supphiers (BD,586,358) (21,856,545) (102,482,804) (04,475 672) 8,006,931
Finamce costs {15,045,50%) 1,187,257  (13,858,648) (13 807 668) 350,980
Impiementing agency payments - . = (143,496 538) (143,426,536) Note 38,22

{268,438,178) (26,354,462) (294,782,640) (435,075,304 (140,282,664)
Met cash flows from operating 13,604,822 (6,513,242) 7,091,580 10,244,016 2,152,436
gotivities
Cash flows from investing activitles
Purchase of praperty, plant and (10,331,000 3,242,236 {7.088,764)  (5408,045) 1,669,819 Note 38.16
equipment
Investments made - - - (1.948166) (1.948,168) Note 38.13
Proceads frorn sale of asseis - - - 7.088 7,039
Net cash flows from investing  (10,331,000) 3,242,236 (7,086,764)  (7.440,072) {351,308)
nctivities
Cash flows from financing activities
Repayment of borrowings {6,581,931) (955,326)  {7,537,257) (7857 B01) (320,544)
Finance {ease payments . - - (566,322) (566,322) Note 38.18
Net cazgh flows fram financing (5,581,931) (965,326)  (V.537,257) (8,424,123) (886,866)
activitios
Nel increase/(decrease) in cash  (3,308,109)  (4,226,332)  (7,534,441)  (5620478) 1,914,262 Note 38.13
and cash eguivalents
Cash and cash equivalents at 6BA16000 17,067,472  ©6,483,872 6,362,551 (79,121.421) Note 3813
the beginning of the year
Cash and cash eguivalents at 65,107,891 12,841,640 77,949,531 742,372 (77,207,159)
the end of the year
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Ehlanzeni District Municipality
Annuat Financiat Statements for the year ended 30 June 2021 4k
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1,  Presentation of Annual Financial Statements

il

Lnil

. . , ey .
The annual financial statements have been prepared in accordance with the St ncflal}&_*" “Generally Recognised Accounting
Practice (GRAP) including any interpretations, guidelines and directives issued by the Acvounting Standards Board as well as
the Munfcipal Finance Management Act 56 of 2003. The annual financial statements meets the requirements of the Mueticipal

Regutations on a Standard Chart of Accounts (mSCOA),

These annual financial statements have been prepared on an accrual basis of accounting and are in accordarice with historical
cost conventian unkess specified otherwise, They are presented in South African Rand. All values have been reunded to the
nearest Rand.

A zummary of the significant accounting pelicies, which have been consistently applied, are disclosed below.

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

1.1 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statemants, management is required to make estimates and assumptions that affect the
amaounts represented in the annual inancial statementa and rafated disclosures, Use of avalfable information and the
application of judgement is inherant in tha farmation of estimates. Actua) results in the future could differ front these estimates
which may be material to the annual financial statements. Significant judgements include:

Trade receivables linvestments and/or other financial azsets

The municipality assesses its trade receivables, investments and other inancial assets for impairment at the end of each
reporting period. In detarmining whether an impairment loss should be recorded in surplus or deficit, the surpius makes
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a
financial agset, '

The impairment for trade receivables, investments and other finandlal assets is calculated an a portiofio basis, based on
historical loss ratios, adjusted for national and industry-specific esonomic conditions and other indicators present at the
reparting date that correlata with defaults on the partfulio, These annual loss ratios are applied to foan balances in the partfelio
and scaled to the estimated loss emerganse perload.

frmpalrment testing
Value in use of cash-ganerating assels

The municipality reviews and tesis the carrying valse of cash-ganerating asaets when events or changes in sifcumstances
suggest that the carrying amount may not be recoverable. Assets are grouped at the lowast leval for which identifiable cash
flows are largely independent of cash flaws of ather assets and Habillies, The recoverable amounts of cash-generating units
and individual assets have bagn determined based on the higher of value in use calculations and fair values less costs to sell,

These calcufations require the use of estimates and assumptions, It is reasonably possible that the assumptions may change
which may then impact our estimations and may then requive a material adjustment to the carrying value of assets,

Expected future cash flows used to determine the value In use of assets are inheranfly uncertaln and coutd materially change
over ime. They are signifivantly affected by a number of factors togather with econamic factors stch s exchange rates,
inflation and intarast,

Valua in use of non-cash-generating assets

The murdcipatity reviews and tests the carrying value of non-cash-ganerating asseis when everts or changes in circymstances
suggest that the carrying amaount may ot be recovetable. The recoverable sarvice amounts of nor-cash-generating assets
have been detarmined based on the higher of value in use calculations and falr valies fess costs to sefl,

in determining the value in use of assets, the remaining setvice potential of the asset is determined. The most appropriate
approach selected to determina the ramaining service potential is dependent on the availability of data and the nature of the
Impairment,

13 M. M



Ehlanzeni District Municipality
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies

1.4 Sigrificant judgements and sources of estimation uncertainty (continued)

Provislons

Provisions were raised and management determined ar estimate based on the information available. Additional disclosure of
these estimates of provisions are included in rete 11 - Provisions.

Usetul lives

The municipality's managemant determines the estimated useful lives and related depreciation ¢ amorfisation charges, This
estimate is based an the pattern in which an asset's future economic banefits or service potential is expectad to ba consumed
by the municipality.

Effective interest rata
The municipality usad the prime interest rate to discount fiture cash flows,
Allowanca for doubtful debts

The: computation of the smount to be provided for the debtors or recalvable impairment will be parformed on the basis of the
individual or categary of customers credit risk profile, A credit risk assessment and prafiting will be conducterd on the basis of
the serviee and other charges billed dusing the finansial year and prior financial years, Fhe payment history and the previaus
amounts billed of the customer or debiars during the financial year and alzo prior financial years since inception of the service
agreement shall be taken into sensideration in line with the collecticn rate formula recommeanded on MFMA Circular 71,

Thia cradit risk assessment determines the ability of the customear 1o pay for the future amount due as at the reposting date and
it ks expressed as & percentage of the aggregate amount payment versus the agaregate amount billed by the customer and
also inte sccount any bad debts written off,

jrt 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 ba made as the conduct of code In terms of Municipal Systems Act, 32 of 2000 will be applied in
collecting the undisputed dabt owed by elther the councillor or employee in the employment of the municipality. Furthermora,

in case of & Gouncillor or Employee no longer in the employment of the municipality & full pravision of the debt owed will be
made,

1.2 Propetty, plant and equipment

Property, plant and equipment are tangible non-current assets (inciuding infrastructure assetls) that are held for usa in the
preduction or supply of goods or serviees, rental to others, or for administrative purposes, and are expected to be used during
more than one period,

The cost of an item of property, plant and equipment is recognized as an assat whe:
. it is probable that future economic benefite or service potential assaciated with the item will flow to the
municipality; and
= the cost or fair value of the item can be measured reliably.

Initial recognition
Property, plant and equipment is initially measured af cast,
The cost of an #tem of properly, plant and equipment is the purchase price and other costs attributable to britig the asset fo the

location and condition nesessary for it to be capable of operating in the manner intended by management. Trade discounts ang
rebates are deducted In arriving at the cost,
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1.2 Property, plant and equipmant {continued) - e " \
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The cost alsg includes the necessary costs of dismantiing and removing tllfé: ?%Sﬁt‘-ﬁ_lﬁﬂ*I‘gsi'iprlng"lhﬂ site an which it is lecated.
WELEASRIE

Whan significant components of an itemn of property, plant and equipment hava Gitferent useful lives, they are accounted for
ay separate items {(majer components) of property, plant and equipment.

Where an asset is acquired by the municipafity for no or nominal consideration {i.e, a non-exchange trangaction), the cost is
deemed {o be aqual to the fair value of thal assel on the date acquired.

Maijor spara parts and servicing equipment quslify as property, plant and equipment when the municipality axpacts to use
them during more than one period. Similary, if the major spare parts and servicing equipment can be usad unly in
conhection with an item of property, plast and equipment, they are aceounted for as property, plant and equipment.

Subszoquent measurement - cost modet

Subsequent to iniliat recognition, iteme of propery, plant and equipment are measured at cost less accumubated
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indafinite usefu! life,

Where the municipality replates parts of an asset, # derecoynises the part of the assat being replaced and capitalises the
new component,

Deracognifion

Property, plant and equipment is deracognised when the asset is disposed of or when there are no further eganomic benefits or
service potential expected from the use of the asset. The gain or fosa arising on the disposal or retitement of Property, plant
and equipment is determined as the difference between the sales provseds and the carrying value and is resognised in the
Staternant of Financial Perfarmance.

Depreciation and Impairment

The residual value, and the useful life and depreciation method of each asset is reviewad at the snd of each reporting date.
{f the expectations differ from previous estimates, the change is accounted for as a ¢hange In scoounting estimata.

Raviewing the useful life of an asset on an annual basis does not reguire the munivipality to amend the previous estimste
unless expectations differ from the pravious 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 js
depreciated separately.

The deprecistion charge for each paricd is recognised in surplus or deficit unless it is Included in the carrying amount of
another asset,

items of praperly, plant and equipment are derecognised when the asset is disposed of or when there are na further
econgrnic benafits or service potential expected from the use of the asset.

The gain or loss arising from the derecegnition of an item of property, plant and equiprent Is inciuded in surptus or deficlt
when the item is derecogrised. The gain or loss arising from the derecognition of an item of property, plant and equipment
is determined ag the difference between the net disposal proceeds, If any, and the carrying amount of the item.

The municipality tests property, plani and aquipment with finlte usefut lives for impairment where thers bs an indication that an
azset may he impaired. An assessment of whether there Is an Indication of possible impairment is done at sach reporting date.
Whara the carrying amount of an item of an property, plant and equipment is graater than the estimated recoverable amount
(or recoverable service amaount), il is written down immediately to its recaverable amaunt (or recoverable service arnount) and
ah lmpaliment loss is chargad to the Statement of Financial Performance.

Depreciafion is calculated on the depraciable amount, using the straight-line method over the estimated useful lives of the
assets, Components of assets that are significant In relation to the whole asset and that have diffarent useful lives are
depreciated separately, The annuat depreciation rates are based on the fotlowing estimated average asset fives:

tem Average useful life
Land indefinite
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1.2 Fropery, plant and equipment {continued)
Buildings

Plant and equipment

Furniture ang fixtures

Motor vehicles

Office eguipment

Air conditioners

1.3 Intangible assets

50 years
510 vears
5-10 years
8- 20 years
3 - 10 years
15 - 30 years

Anintangible asset s an identifiable non-monetary asset without physical subsiance,

Ar asset is identified as an intangible asset when it;

*  is capable of belng separated or divided from an entity and sold, transferred, liconsed, rented or exchanged,

gither individually or together with a related contract, azsets or iability; or

- arises from contractual rights or other legal rghts, regacdless whather those rights are transferable or separate
fram the municipality or from other rights and obligations,

An intangible asset is recognised when:

. it is prabable that the expected future economic benefits or service potential that are attributable ta the asset wilt

flow t0 the municipelity; and

= the cost or fair value of the asset can be measured reliabty.
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1.3 Intangible assets (continued)

Initial recognition

Internally generated intangible assets are subject to atrict recognition criteria before they are capitalised. Hesearch
axpendildre is never capltalised, while development expenditure is anly capitalised to the extent that:

« the munlcipality intends to complete the intangible asset for use or sale;

+ it Is teshnically feasible to complate the intangible asset;

+ the municipality has the resources to somphete the project: and

« it is probable that the municipality will receive future economic benefits or service potantial,

Intangible assels are initlally recognised at cost.

Where an Intangible asset is acquired in exchange for a non-manetary asset or manetary assets, or a combination of
manetary and nan-monetary assets, the assel acquired is initinlly measured at fair value (the cost), IF the acqulred item's
fair value was not determinable, it's deemed cost is the carrying amount of the azset(s) given up.

Subseguent measurement - cost moedet

Intangible assets are subsequantly carried at cost less accumulated amortisation 2nd impairments. The cost of an
intangible asset iz amortised ovar the wseful ife where that useful Hife is finlte. Where the useful life is indefinite, the asset is
not amartised but is subject to an andual impairment test.

Amortisation and impairment

Amartisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives vsing the
straight iine meathod.

The amortisation peried and the amartisation method for an Intangible asset with a finite useful life ara reviewed at each
reporting date and any changes are recognised as & change in accounting estimate in the Statemant of Financial
Perfarmanca.

The municipality tesis Intangible assets with finite useful lives for impairment where {kere is an indication that an asset may
be Impaired. An assesament of whether there s an indication of possible impalrment is done at each reporting date. Where
the carrying amaunt of an item of an intangible asset is greatar than the estimated recoverable amount (or recoverable
service amount), itis written down immediately to its recoverabla amount {or recoverable service amount) and an
Impairment loss is charged to the Statement of Financial Perfermance,

Deracognition

Intangibie assets are derecognised when the asset is disposed of or when there ae no further esonomic benefits or service
potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is
determined as the difference betwean the sales procesds and the carrying value and is recognised in the Statement of
Financial Performance,

Amertisation is provided to write down the intangible assels, on.a straight fine basis, to thelr residual values as follows:

Iltem
Computer software

Useful tife
3-10 years
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1.4 Statutory receivables

[dentification

Statutory receivables are receivables that arise from legislation, supporting regulations, of gimilar means, and raquire
setfflement by another entity in cash or 2nother financial asset.

Recognition

The municipality recognises slatutary receivables as follows:

- If the transaction is an exchange transaction, using the policy on Revanue fram exchange transactions;

- If the transaction is a non-exchangs transaation, using the policy on Revenus frotn non-exchange transactions
(Taxes and transfers); or

- if the transaction is not within the scope of the policies listed in the abave or ancther Standard of GRAR, the
receivable is recognised when the definition of an asset is mel and, when it is probable that the future economic
benefits or service potential associated with the asset will flow to the municipality and the transaction amount can be
measured reliably.

Initial meagsurement
The municipality initfally measures statutory recejvables at their transaction amount.
Subseguent measurement

The municipality measures statutory revsivables afier initial recognition using the ost method. Under the cost method, the
initizl measurement of the recetvable is changed subsaguent to initial recagrition to reflect any:

- interest or other ¢charges that may have accruaed on the recelvable (where applicabla);

- impainment lostes: and

- amounts derscognised,

Accrued interest

Where the municipality levies interest on the outstanding balance of statutory ressivables, it adjusts the transaction amount
after initial recognition to reflsct any scorued interest. Accrued intarest is cakeulated using the nominal interest rate.

Interest on statutery receivables Is recognised as revenue in actordance with the policy on Revanua from exchange
transactions o the policy on Revenue from non-exchange transactions (Taxes and transfers), whichevet is applicable,

Other charges

Where the municipalily is required or entitled in terms of legislation, supporting regulations, by-laws ar similar means to levy
additional charges on overdue or unpaid amounts, and such charges are levied, the municipality applies the principles as
stated in "Accrued interest” above, as well as the relevant palicy on Revenue from exchangs transactions or the policy on
Revenue from nan-axchange transactions (Taxes and transfers).

Impairment losses

The muaicipality assesses at each reporting date whether thera ls any indicafion that a stalutery receivable, of a group of
statutory receivables, may be impaired.

In assessing whether thare is any Indication that a statutory receivable, or group of statutory receivables, may be impaired, tha
municipality censiders, as a minimom, the following indleators:
- slgnificant financial difficully of the receivable, which may be avidenced by an application for debt counsalling,
business rescue or an aguivalent,
- it iz probable that the receivable will enter sequestration, liquidatian or other financlal re-organisation;
- a breach of {he terms of the transaction, such as default or delinquency in principal or interest payments (where
leviad), and
- adverse changes in international, national or lncal econemic conditions, such as a decline in growth, an increase in
debt tevels and unemployment, or charges in migration rates and patterns.

Ifthera is an indication that & statutory receivable, or a group of stalutory receivables, may be impaired, the municipality
measures the impalrment loss as the difference betwaen the estimated future cash flows and the carrying amount. Whare the
carrylng amount is higher than the estimated future cash flows, the carrying amount of the statutory receivable, or group of
statutory receivables, is redused, either directly or through the use of an allowance aceount. The amount of the losses is
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1.4  Statutery receivables (continuad)
recognised in surplus or deficit,

In estimating the future cash flows, the munigipality considers both the ameunt and tirming of the cash flows that it will recaive in
future. Consequenily, where the effect of the time value of manay is material, the municipality discounts the estimated future
cash flows using & rate that reflects the current risk-free rate and, if applicable, any risks spedific to the statutory receivable, or
group of statutory recelvables, for which the fulure cash flow estimates have not been adjusted,

An Impairment loss recognised in priar periods for & statutory receivable is revised if there has been & change in the estimates
used since the last impairment loss was recognised, or to reftect the effect of dizcounting the estimated cash flows.

Any previously recognised Impairment loss s adjusted either directty or by adjusting the allowance account. The adiustmant
does nat result in the carrying amount of the statutory receivahie or group of statutary receivables exceeding what the carrying
amourt of the receivable{s} would have hean had the impairment loss rot baen recognised at the date the impalrment is
revised. The amount of any adjustment is recognised In surptus or deficit,

Derzcognition

Tha municlpality derecognises a statutory receivabla, or a part thereof, when:
- the rights to tha cash flows from the receivable are setiled, expire or sre waived;
~ the municipality transfars to another parly substantially ail of the risks and rewards of ownership of the receivable; or
- the municipalify, despite having retained some sighificant risks and rewards of ownership of the receivable, has
transferrad control of the receivable to another party and the other parly has the praciical ability to sell the receivable
in lts entirety 1o ah unrelated third party, and is able to exercise that ability unilalerally and without needing to impose
agditional restrictions on the transfer. In this case, the munictpality:
- derecognises the receivable; and
- recognises separataly any rights and obligations created or retained in the fransfer.

The carrying amounts of any statutory receivables transferced are allocated between the righte ar abiligations ratained and
those transfarred on the basis of their refative fair values at the transfer date. The municipality considers whether any newly
created rights and oblipations are within the scope of the Standard of GRAP on Financial instryments or another Standard of
GRAF, Any difference hetween the conslderation received and the amounts derecognised and, thase amounts recognised, are
recognised in surplus or deficit In the period of the transfer.

1.5 Financial instrumnents

A finangial instrument 1s any contract that gives rise to a financial asset of one entily and 4 financial liability or a residual
interest of another entity,

A fingncial asset is:
* cash;
* a rasidual inlerest of anather entity; or
= aucontractusl right to:
- receive cash or another financial asset from another entity; or
- axchanga financial assets or inancial Hablites with another entity under conditions that are potentially
favourable to the entity.

A financial liability is any labilly that is & contractual obligation to:

«  delver cash or another financial asset to another entity; or

= exchange financial assets or financial Kabilities under condilions that are potentially unfavourable to the entity.
[nitial recognition

The municigality recognises a financial asset or a finangial liability in its statement of financial position when the municipatity
bacomes a party to the contractual provisions of the instrument.

The rmunicipality recognises financial assets using trade date accounting.
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1.8 Financial instruments {continued)
Initial maasurement of financial assets and financial Nabilities

The municipality measures a financial asset and financial lability other than those subzequently measured at falr value inifizlly
at its fair value plus trensaction costs that are directly attributable to the acquisition or issue of the financlal asset or financial
tiability,

The municipality first assesses whether the substance of a concessionary loan is in fact a loan. O initisl recognition, the entity
analyses a concessionary loan into its component parts and accoums for each component separately. Tha municipality
accounts for that part of a concesslonary loan that is;
* a social benefit in accordance with the Framewark for the Preparation and Presentation of Financlal Statements,
whera His the issuer of the loan; or
+  non-exchange revenusg, in ascordance with the Standard of GRAP on Revenug fram Non-exchange Transactions
(Vaxes and Transfers), where it is the recipient of the Ipan,
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1.8 Financiai instrumenlts {(continued) \

Subsequent measurement of financial assets and financial IIahllitle&

The mumitipality measures all financial assets and financial liabilities afteh initlal recogmtlon using the following categories:
. Financial instruments at fair value,
- Financial instruments at amortisad cost,
- Financial instruments at cost,

All financial assets measurati at amortised cost, or cosl, ara subject to an impairment raview,
Fair value measuremetit considerations

The test evidence of fair value is quoted prices in an active market, If the market for a financial instrument is not activa, the
municipality establishes fair value by using a valuation techniqus. The objective of using a vatuation technique is to establish
what the transaction price wauld have been on the measurement date in an arm's length exchange metivated by normal
operating considerations. Valuation technigues include using recent arm's length market transactions balweaen khowledgeable,
willing pariias, if available, reference to the current fair vaiue of another instrument that iz substantially the same, discounted
cash flaw analysis and option pricing modals. If there is a valuation technigue commonly used by market participants ta price
the instrument and that technique has been demonstrated to provide reliable estimatas of prices obtained In actual market
transactions, the entity uses that fechnique, The chosen valuation technique makes maximum use of market inputs and relles
as little as possible on entity-specific inpuls. It incorporates all factors that market participants would consider in sefting a price
and is consistent with accepied econamic methodologies for pricing financial instruments, Periodically, a municipalily calibrates
the valuation technigue and tests it for validity using prices from any observable current market transactions In the same
instrument (i.e, without modification or repackaging) or based on any available observable market data,

The fair value of a financial liability with a demand feature (8.9. a demand depesit) is not less than the amound payable on
demand, discounted fram the first date that the ameunt could be required to ba paid.

Short-tetm recelvables and payables are not discounted where the initial credit period granted or received is consistant with the
terms used in the public sector, either through establishad praclices or legislation.

Gains and {osses

A gain or loss arising from a change in the fair value of a financial asset or financial liability meazured at fair value is
recagnised in surplus or deficit,

For financial assets and financial Habilities measured at amortised cost or cast, a gain or loss is Tecognised in surplus or deficit
whein the financial asset or financial liability s derecognised or impaired, or ihrough the amorisation process.

Impairment and uncollectibillty of financial assets

The municipality assesses at the end of each reporting pariod whether there is any objective avidenca thal a financhal asset or
group of financial assets is impaired.

Financiat assets measured at amortised cost:

If there is objective evidence that an impairment |oss on financial assels measured st amorlised cost has been incurred, the
amount of the logs |s measured as the differanca betwaen the assel's carrying amount and the present value of estimatad
future cash flows {excluding fulure cradit losses that have not been incurred) discounted at the financial assel’s origita
efiective interast rate, The carrving amount of the asset is reduced through the use of an allowance account, The amount ot the
loss is recognised In surplus or deflsit

If. in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event ocourring after the lmpalrment was recognised, the previously recognised impairment loss is reversed by adjusting an
gllowance ateount. The reversal does not result in a carrying amount of the financial asset that exceeds what the amortised
cost would have been had the impairment not baan recognised at the date the impalrment Is reversed, The amount of the
revarsal is recognised in surplus or deficil,

Finaneial assets measured at cost;
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if there is objective evidence that an impairment loss has been incurred on gn investment lﬁuéfr‘esldual interest that is not
measured at fair valua because its fair value cannot be measured raliably, the amaunt-of the impairment loss is measured as
the difference betwaan the carrying amount of the financlal asset and the pragént value of estimated fufure cash fows

discounted at the currant market rate of return for a simblar financial azset, Such impairmert logses are hot reversed.
Derecognitlon

Financial assets

The municipality derecagnises financial assets using trade date sceaunting.

The municipality derecognises a financial asset only whewn:

- the contractuai rights to the cash flows froen the financizal asset axpire, are settled or waived;

. the municipality transfars to another party substantially all of the risks and rewards of ownership of the financiat
asset, or

+  the munlcipality, despile having retained some significant risks and rewards of ownership of the financial asset, has
transterred control of the asset to anothar parly and the other party has the practical ahility to sell the asset in its
aentirety to an unrelated third party, and is able o exercise that ability unilaterally and withaut needing to impose
additional restrictions on the transfer. In this case, the munigipality
- derecognises the asset; and
n fecognises saparately any rights and obligations created ar retained in the transfer,

The carrylng amounts of the transferred asset are allocated batwaer the rights or obligations ratained and those fransferred on
the basis of their relative fal valugs at the transfer date, Newly created rights and obligations are measured at {heir {2ir values
ot that date. Any difference between the consideration received and the amounts recognised and derecegnised is recognlsed
in surplus or deficit in the period of the transfar,

On derecognition of a financial asset in its entiraty, the difference batwean the carrying amount and the sum of the
considaration recelved is recognised in suplus or deficit,

Financlal liahilities

The municlpality removas a financial liability (or a part of a financial liability) from its statemant of finanoial position when it is
extinguishad — i.e. whan the obligation specified in the confract is discharged, cancelied, expires or waived.

An exchange betwean an existing borrawer and lender of gebt instrurnents with substantially diferent terms is aceounted for as
having extinguished the orlginal financial Fabifity snd & new financial liability is recognised. Similarly, a substantlal medification
of the tgrms of an existing financial liahility or a part of it is accounted for as having extinguished the ariginal finencial fiability
and having recognised a naw financial liability.

The difference between the carrying amount of a financial lisbility {or part of a financial liability) extinguished or transferred to
anather party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
surplus or deficit, Any ltabilities that are waived, forgiven or assumed by another municipality by way of a non-exchange
transaction are accounted for in accardante with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes
and Transfers).

1.6 Leases

Alease is classified as a finance lease if it transfers substantiatly ali the risks and rewards incidental to ownarship, A lease is
classified as an aperating lease if it dowes not ransfer substantially all the risks and rewards Incidenta! to ownereship.

When a lease includes both land and buildings elements, the munigipality assesses the classification of each element
separately.
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1.6 Leases (continued)
Finance leases - lessen
Finance lsases are recognised as assets and liabilities in the statement of fir1\a‘H6i'5I position at amounts aqual to tha falr value
af the leased property or, if lowar, the present valua of the minimum lease payments. The corresponding liability to the [esser is
inchided In the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present vailue of the minimum lease payments iz the interest rafe implisit In the lesse,
Minimum lease paymants are apportioned between the finance charge and reduction of the autstanding Hability. The finance
charge is aliocated to each pertud during the lease term so as to produce a constant petiodic rate of an the remaining balance
of the liabiliy.

Any confingent rents are expensed in the pariod in which they are incurred,

Operating leases - lessor

Operating lease revenus is recognised as revenue on g siraight-line basls over the lease term,

Initiat direct costs incurrad in negotiating and arranging operating leases are added to the carrying amaount of the leased asset
and recognised as an expense over the lease term on the aame basis as the leasa revenue.

The aggregate cost of incentives is recognised as a reduction of rental revanue over the lease term on a straighl-line basis,
Rental incoma for leases s disctosed under revenue in statement of financial parfotmsnces.
Qperating leases - lessee

Operating lease payments are recognised as an expense on 3 straight-line basis over the lease term, The difference between
the amounts recognised as an expense and the contractual payments are recognised as an cperating lease asset or liability.

The aggregate benefil of incentives 15 recognised as a reduction of rental expense over the lease term on a straight-line basis
1.7 inventotios

Inventories are initially measured at cost except where inventories are acquired through a non-exchange {ransaction, then their
costs are their fair valire as at the date of acquisition.

Subseguently inventories are measured at the lower of cost and nel realisable value,
Inventories are measured at the lower of cost and cuirent replacement cost where they are held for;
. distribution at no charge or for a nemingl charge; or
. congsumption in the production process of goods to be distributed at no charga or for a nominal charge.

Net realizable value 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 salg, 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 casts of purchase, cests of conversion and other costs incurrad in bringing the
inventories to their present location and condition.

The cost of invantories of ltems that are not ordinarily interchangeable and goods or services produced and segregated for
spacific projects s assigned using spacific identification of the individuai costs,

The cost of inventoties s assigned using the weighted average cost formulfa, The same cost formula is used for all inventories
having a sirnilar natdre and use to the municipality,
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1.7 Inventories {continued)

When inventories are issued, the canying amounts of those Inventories are recognised as an expense n tha pericd in which
the related revenue s recognised. I there is no related revenus, the expenses are recognised when the goods are distributed,
ar related services are renderag. The amount of any write-dawn of inventores to net reatisable valua or current reptacement
cost and alt losses of inventories are recognised as an expensge in the period the write-down or Iogs peeurs. The amount of any
reversal of any write-down of inventeries, aristng from an increase in net realisable value or urrent replacement cost, are
recognised as a reduction i the amount of inventories recognised as an expense in the pariad In which the reversal ooeurs,

Work in pregress is recognised st cost and not depreciated. It inctudes all costs Incurred in bringing the ulmate assets to thair
condititn and location as intended by management,

Woark In progress will be transferred to property, plant and equiprment when the assets are available for use.

Work in progress relating to projects on behalf of othet entities will be transferred to the specific entity whan the assats are
available for use.

1.8 Impairment of non-cash-generating assets

Cash-generating assets are those assets held by the municipality with the primary objactive of generating a commercial return,
When an asset is deployed in a manner consislent with that adopted by a profit-oriantated entity, it generates a commerciai
return,

Non-tash-generating assets are assols other than cash-generating assats,

Impairment s a loss in the fiture ecenomic benefits or service potantial of an asset, over and abave the systematic recognition
of the loss of the asset's future economic benefits or service potential thraugh depreciation {amortization).

Recoverabie service amount is the higher of a non-cash-genarating asset's fair value less costs to sell and its value in use,
Identification
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it Is impaired,

The municipality assesses at each reporting date whether there is any indication that a nen-tash-generating asset may be
impaired, If any such Indication exists, the municipality astimates the recoverable service amount of the assef,

trrespective of whether thera is any indication of impaliment, the municipality also test a non-cash-genarating intangible asset
with an indefinite usaful life or a non-cash-generating intangible asset nat yet available for use for impairment annually by
comparing its canying amount with its recoverable service amourt, This impairment test is perfarmed at the same time avery
yaar. If an intangible asset was initially recognised during the current raporting pariod, that inlangible asset was tested for
impairment before the end of the current reporting period.
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1.8  Impairment of non-cash-generating assets (continued)

Value in use

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

The present value of the remaining sarvice potential of a non-cask-generating assets is determinad using the following
approach:

Depreciated replacement cost approach

The present value of the remaining service patential of a non-cash.generating assat is determined a¢ the depreclated
replacement cost of the aszet, The replacernent cost of an asset is the cost o replace the asset's gross service potential, This
vost is depreciated (o refiect the assetin its used condition. An asset may be replaced sither through raproduction (replication)
of the exiating asset or through replacement of its gross sarvice potential. The depreciated replacemant cost is measured as
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation caleulated on the basis of
such cost, to reflect the atready consumaed of expired sarvice potential of the asset.

The replacernent cost and repraduclion cost of an asset Is determined on an "oplimised” basis, The rationale Is that the
municipality would not replace ar reproduce the asset with a like assat if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset, Overdesigned assets contain features which sve unnecessary for the goods or sarvices
the aszet provides. Qvercapacity assets are assets that have a greater sapacity than is necessary to meet the demand for
goods or services the asset provides. The determination of the replasement cost or reproduction cost of an assel on an
optimised basis thus reflects the service potential required of the asset,

Recoynition and measurement

If the recoverable service amount of a non-cash-generating asset Is less than its carrying amount, the carryig amount of the
asset ls reduced to its recoverable service amount. This reduction is an impairmant logs,

An impairment loss is recognised immediately In surplus or deficit.

When the amount estimated for an impaliment loss is greater than the carrying amaunt of the non-cash-generating asset to
which it ralates, the municipality recognises a Habliity only ta the extent that is a reguirement in the Standards of GRAP,

After the racognition of an Impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is
adjusted in fulure periods lo alfocate the non-cash-generating asset’s revised canying amount, less its residuat vatue (If ahw).
on a systemalic basis over Ils remaining useful life,

Reversal of an impairment loss

The municipality assesees at aach reperting dats whether there is any indication that an impairment loss recognised in prior
periods for @ non-cash-genarating asset may no longer exist or may have decreased. |f any such indicatian exists, the
municipality estimates the recoverable service amount of that asset,

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has bean a change in the
estimates used to determine the asset's recavarable service amount since the |ast impairmant logs was recognised. The
carying amount of the asset is increased to s recoverable service amount. The increase is a revarsal of an impairment loss,
Ths increased carrying ameunt of an asset atiributsble to a reversal of an impairment loss doas not exceed the carrying
amount that wauld have heen determined (net of depreciation or amortisation) had ro impairment loss been recognised for the
azsat in prior periods,

A reversal of an impairment loss for 2 non-cash-generating asset is recognised immediately in surplus or deficit,
Alter a reversal of an impairment loss is recognised, the depracistion (amortisation) charge for {ha non-cash-generating asset

i3 adjusted in future periods 1o allocate the non-cash-gensrating asset’s revised carrying amount, lass its residual vaua (if any),
on a systematic basis over its remaining useful life.

25 N.M



Ehlanzeni District Municipality
Annual Financlal Stetements for the year ended 30 June 2024

Accounting Policies

1.9 Employee benefits
Short-term employee henefits

Short-term employse benefits are employes benefits (other than tarmination benefits) that are due to be settlad within twelve
months after the end of the period in which the employees render the refated servica,

Shorterm employee banefits Include items such as;

= wages, salaries and socisl security contributions:

. shork-term compensated absences {such as paid annual leave and paid sick leave) where the compensation for the
absences is due to be sattled within twelve months after the end of the reporing period in which the employaas
refder the related employee service;

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

When an employee has rendered service to the munisipality during a reparting period, the municipality retognise the
undizcouniad amaotint of short-term amployes banedits expected to be paid ir exchange for that service:
¢ as & lisbility {accrued expense), after deducting any ameount already paid. If the amount already paid excears the
undiscounted amount of the benefits, the entity racognise that excess as an asset {prepaid expense) to the axtent
that the prepayment wilf lead to, for example, a reduction in fiture payments or a cash refund; and
=  #san expanse, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

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

The municipality recognize the expected cosl of bonus, incentive and pertormance related payments when the entily has a
present legal or constructiva abligation to make such payments 4s a result of past events and a refisble astimate of the
obligation can be made, A present obligation exists when the municipality has ro realistic alternative but to make the
payments.

Post-employment benefits

Post-employment benefits are employee benefits (other than termination berefits) which are payable after the complation of
employment.

Post-employment benefit plans are format or informal arrangements under which an entity provides post-employment benefits
far onie or more employees,

Multi-amployer plans are defined contribulion plans (other than state plans and composite social security pragrammes) or
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common
cantrol and use those assels to provide benefits to employaes of more than one municipality, on the basis that contribution and
benefit levels are detarmined wilhout regard to the identity of the munidipality that emisloys the employess concermed.

\ T ‘ \
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1.8 Employes benefits (continuod)

Post-employment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribiition pilars,

Actuarial gains and losses comprise experience adjustments (tha effacts of differences between the previous acluzrial
azsumptions and what has actually cccurred} and the effecis of changes in avtuariat assumptions. In measuring its defined
banefit liability the: municipatity recognise actuarial gains and losses in surplus or deficit In the reporing period in which they
oCoUr,

Aszets held by a long-term employee benefit fund are assets {other than non-transferable financial Instruments issued by the
reporling municipality) that are held by an municipality (s fund) that is legally separate frem the reporting rmunicipality and exists
solely to pay or fund employee benefits and are availabls to be used only to pay or fund employee benefits, are not available to
the reporting municipalily's own creditors (even in liquidation), and cannot be returned to the reporting municipality, unless
eithar:

* the remaining assets of tha fund are sufficiant to meet all the retated employee benefit abligations of the plan or the

reporting municipality; or
- the assels are returned to the reporting municipality o reimbursa it for employee henefits already pald.

Current service cost is the increase in the present value of the defined benefit obligation resulting fram emplayse sarvica in the
current period,

Interest cost is the increase during & period in the present value of a defined benefit obligation which arises bacauge the
benefits are one periad closer to settiement.

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods,
tesulting in the current period from the introduction of, or changes to, post-employment banafits or ether long-term employee
benefits. Past service cost may be either positive (when benefits are introduced or changed se that the present value of the
defined benefit obligation increases) or negative (when existing benefits are changed so that the prasert value of the defined
benefit obligation decreases). in measuring its defined benefit liability the municipality recognise past service cost as an
expense in the reporting pariod in which the pian is amended.

Plan assets comprise assets held by a long-term employee benefit fund and gualifying insurance policles.

The present value of a defined benefit obligation is the present vatua, without deducting any plan assets, of expacted future
payments required to settle the obligation rasulting fram employes service in the current and prior periods.

The return an plan assets is interest, dividends or similar distributions snd other revenue derived from the plan assets, together
with realised and unrealised gains or losses an the plan assets, less any costs of administering the plan (other than those
included in the actuarial assumptions used o measure the defined benefit obligation) and less any tax payable by the plan
itsel.

The municipality account net enly for its legal obligation under the formal tarms of a defined benefit plan, but also for any
construstive ehligatlon that arises from the municipality's informal practices. Infermal practices give rise to a construstive
obligation where the municipality has no realistic allarnative but to pay employee benefits, An example of a constructive
abligation is where a changs in the municipality's infarmat practices would cause unacceptable damage to its relationship with
employeas.

The amount recagnised as a defined benefit liability is the net total of the following amounts:
. the prasent value of the defined benefit obligation at the reporting date;
. minus the fair value at the reporting date of ptan assets (if any) out of which the obligations are to be sattled directly;
. plus eny liabilily that may arise as a resull of 8 minimum funding requirement

The amount determined as a defined benefit llabllity may be negative (an asset). The municipality measure the resulting asset
at the lower of:
. the amount determined above; and
. the present valus of any economic benafits available in the fartn of refunds from the plan ar reductions in fulure
contrlbutions to the plan, Tha present value of these economic benefits is determined using a discount rate which
reflecis the time value of maney.

Any adjustments arising from the limit above is recognised in surplus or deficit,
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1.2 Employee benefits {continued)

The municipality determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient
regubarity such that the amaunts recognised in the annual financlal staterments do net differ materially from tha amaunis that
would be datermined at the reporting date,

The municipalily recognises the net total of the following ameounts in surplus ar deficit, excapt to the extent that another
Standard requires or permits their inclusion in ihe cost of an asset:
. current service cost;
interest cost;
the expacted return on any plan assets and on any reimbursemant rights:
actuarlal gains and losses;
past service cost;
the effect of any curtaliments or settlements; and
the effact of applying the limit on a defined benefit asset (negative defined benekit liability).

The entity uses the Projected Unit Credit Method te determine the present value of its defined benefit obligations and the
related current service cost and, where applicalile, past service cost. The Projected Unit Cradit Method (sometimes known as
the accried benafit mathod pro-rated on service or as the benefitlyears of setvice method) seas each period of sarvice ag
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final abligation.

In determining the present value of its defined benefit chligations and the relatad current service cost and, where applicaple,
past service cast, an municipality shall attribute benafit to perlads of service under the plan's benefit formuta, Mowever, if an
employae's service in later years wili laad to a materially higher level of banefit than in earier years, an municipality shail
attribute banefit on a stralghtine basis from:
. the date when service by he employes first leads 1o benefits under the plan (whather or not the benefits ara
conditional on further service); until
= the date when further service by the empioyee wili lead 1o no material amournt of further benefits under the plan,
other than from further salary increases.

Attuarlal valuations are cendusted on an annual basis by independent actuarias separately for each plan, The resulls of the
valuation are updated for any material transactions and other material changes in circumstlances (including changes in market
prices and interest rates) up to the reporting date,

The municipality recognises gains or losses an the curtaliment or settfement of a defined benafit plan when the curtailment or
settlament occurs. The gain or loss on a curtaliment or setfiement comprises:

. any resulting change in the present value of the defined banefit abligation; and

- any resulting changa in the fair value of the plan assets.

Before determining the effect of 2 curtaiiment or settiement, the municipality re-measure the obligation {and the related plan
assets, if any) using current actuarial assumptions (including current market interest rates and pther current market prices).
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1.2 Empioyae benefits {continued}

Other post retirement sbligations

‘fhe municipality provides post-retirement health care benafits, housing subsidiﬁ_and"g"}atui
retirees,

The entitlement Lo post-retirement health carg benefils is based on the employes remaining in service up to retirement age and
the completion of 8 minimum service petiod, The expected costs of these benafits are accrued over the period of employmant.
Independent qualified actuaries carry out valuations of these obligations, The municipality also provides a aratuity and housing
subsidy on retirement to certain erployees. An annual chargs Yo income is made ta cover both these Jiabilities.,

The amount recognised as a liabllity for other long-term employee banefits i the net totaf of the foliowing amounts:
* tha present value of the defined benefit obligation at the reporting date;
. rainus the falr value at the reporting date of plan assets (If any} out of which the abligations are to be settled directly.

The municipalily recognizes the net tolal of the fallowing amounts as expense or ravenue, excepl to the extent that another
Standard reguires or permits their inclugton in the cost of an asset:
. current service cost;
interest cost;
the expected return on any plan assets and on any reimbursement right recagnised as an asset,
actuarial gains and lossaes, which shall all he reconnised immediately;
past service cost, which shall all be recognised immediately: and
the effect of any curtailments or seltlerments,

1,10 Provisions and cantingencies

Provisions are recognisad when;
*  the municipality has & present obligation 2= a result of a past event:
. it is prebable that an eulflow of resources embodying econamic benefits or service potential will ba required to
setita the obligation; and
+  araliable eslifmate can be made of the obligation,

The amount of a provision is the best estimate of tha expendilure expected to be required to sattle the presant abligation at the
reporiing date,

Whare the effect of time value of money is matariat, the amount of a provision is the present value of the expenditures
expected to be required 1o seftte the obligation.

The discount rate {s a pre-tax rate thal refiects current market assessmants of the tirne value of money and the risks speific to
the liability.

Where same or all of the expenditure required ta settla a provision is expected to be reimbursed by another pary, the
reimiursement is recognised when, and only when, it is virlually certain that reimbursement will ke raceived if the municipality
settles the obligation. The reimbursement is treated a5 a separate asset. The amount recognised for the reimbursemeant daes
not exceed the amount of the provision,

Provisions are raviewad at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is
no lenger probable that an outflow of resources embodying economic benefits or service potential will be reguired, to sette the
obligation.

Where discounting is used, the carrying amount of a provision increases in each period fo reflect the passage of time, Thig
increase Is recognized as an interest expense,

A provision is used only for expenditures for which the provision was ariginally recognised.
Provisions ara not recognised for future operating deficits.

If a municipality has a contract that is onerous, the presant obligation (net of recoveries) under the contract is recognised and
measured a5 & provision,
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1.10 Provisions and contingencies (continuead)

A constructive obligation to restructure arises only whon a municipality:

* has a detailed forma) plan for the restructuring, identifying at least;
- the aclivity/operating unit or part of a activity/operating unit concemed;
- the principal lucations affectad;
- the location, function, and approximeate number of employeas who will be compensated for services haing
terminatad;
- the expenditures that will be underiaken; and
- when the pian will be implemented; and

= has raised a valid expactation in those affected that it will carry out the restructuring by starting to implement that
plan or anneuncing Its main features to thuse affected by it.

A restructuring provision includes only the direct expenditures ariging from the restructuring, which are those that are bath:
. hacessarily entailed by the restructuting; and
. not egsociated with the sngoing activities of the municipality.

The municipality does not recegnise a contingent fiability or contingent asset. A contingent liability is dizclosed unless tha
posalbility of an outfiow of resources embodying economic benefits is remote, A contingent assef is disclosed where an
Infiow of econamic benefits is prabable,

Contingancles are disclosed in note 27.

1.41 Revenue from exchange transactions

Revenue is the groas inflow uf sconomic benefits or service potentiat during the reporting period when those Inflows result in an
incraase in net assets, other than increases ralating to conkributions fram owners.

An exchange transaction {s one in which the municipality receives aszets or services, or has liabilities extinguished, and directly
gives approximately equal value (primatlly in the form of goods, services or use of assets) to the ather party in exthargs.

Fair value is {he amount for which an asset could be exchanged, or a liability settled, betwean knowledgeable, willing parties in
an arm's lenpth transaction,

Measurement

Revenue i5 maasured at the fair value of the consideration received or receivable, net of trade discounts, comrmission and
volume rebates,

Sale of goods

Reverue from the sale of goods is recognised when all the followlng conditions have been satisfied:

. the municipality has transferred to the purchaser the significant risks and rewatrds of ownership of the goods;

. the municipality retains neither continuing managerial invelvement to the degree usuaily associated with
ownership nor effective control ovar the goods =old;

v the amount of revanue can be measured reliably;

= itis probable that the economic benefits or service potential associated with the trarsaction will flow to the
municipality;, and

’ the costs incusred or to be incurred in respect of the transaction can be measured reliably.
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1.41 Revenue from exchange transactions {continued) \

Interest and dividends

Revenue arising from the use by others of municipality's assets yielding interast; foyaifies and dlvidends or similar distributions
is recognised when:
*  Itis probable that the economic benefits or service potential associated with the transaction will flow to the
runicipality; and
= The amount of the revenue can be measured reliably,

Interast is recognisad, in surplus or deficit, using the effective inlerest rate method.

Dividends or similar distritutions are recognised, in surpius or defiett, when the municipality's right to receive payment has
bean established,

Service fees included In the price of the product are recagnised as revenue over the period during which the service is
perfermed.

1.12 Revenue from nen-exchange transactions

Revenue comprises gross inflows of economic benefits or service potential received and receivabla by an municipality, which
reprezents an increass in het assets, other than increases relating to contributions from owners.,

Conditigns on transferred assets are stipulations that specify that the future economic benafits or service patential embadied In
the asset is required to be consumed by the recigient as specified or future economic beneflis or sarvice potantial must be
refisrned to the transferor.

Nan-exchangs transactions are {ransactions that are not exchange transactions. In 8 non-exchange Yransaction, an
municlpality either receives value from another municipality without directly giving appraximately equal value in exchange, or
gives value to another municipality without directly receiving approximately equal value in exchange,

Restrictions on fransferred assets are stipulations that fimit or direct the purposes for which a transferred asset may be used,
but do not specify that futwre ecanamic benefits or service potential is reguired to be returned ta the transferor if not deployed
&5 specified.

Stipulations on transferred assets are terms in laws or ragulation, or a binding arrangement, imposed upon the use of a
transfarred assel by entities external to the reporing municipality,

Recognition

An Infiow of resources from a non-exchange transaction recognised as an asset is recognised as revenus, except to the extent
that a fiabllity is also recognised in respect af the same inflow,

As the municipalily satisfies & present obligation recognised as « lability in respect of an inflow of resources from a non-
exchange transaction recognised as an assat, it reduces the carrying amount of the Jiability recognised and recognises an
amaount of revenue egual to that reduction.

Revenue received from conditional grants, donations ang funding are recagnised as revenue to the extant that the municipality
has complied with any critedia, conditions or obfigations embodied in the agreement. To the extent that the criterla, conditians
ar obligations have nol been met, a lability is recognised,

Measurarmant

Revenue from & nen-exchange ransaction is measured at the amount of the increase in net assets recognised by the
municipality,

When, 25 a result of a non-exchange transaction, the municipality recognises an asseat, it also recognises ravenue equivalent
to the amount of the asset measured at its fair value as at (he date of acquisition, unless it is alzo reguyired to recognise a
liability. Where a liability [s required to be recognisad it will be measured as the best estimate of the amount required to selfle
the ebligation at the reporting date, and the amount of the increase in net assats, If any, recognised as revenue. When a
liabllity Is subsequently reduced, hecause the taxable event occurs of a condition is satisfied, the amount of the reduction in the
liabllity is recognisad as revenue,
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1.12 Revenue from noa-exchange transactions (continued)

Transfers

The munlcipality recognises an asset In respect of transfers whan the transferred“l‘r‘ééﬁﬂrcus rnaat the definition of an assaet and
satisfy the criteria for recognition as an asset.

The municipality recognises an asset in respect of transfers when the transizrred resources meet the definition of an asset and
satisfy tha criteria for recognltion as an asset,

Transferrad assets are measured at thair fair value as at the date of acquisition,
Fines & panalties

Fines are recognised as ravanus when the receivable meets the definition of an asset and satisfies the criteria for recognition
@5 an assel.

Aszets arising from fines are measured af the bast estimate of the inflow of resources 1o the municipality,
Where the municlpality collacts fines In the capscity of an agent, the fina will not be revenue of the coltecting entity.
Gifts and denations, including gaods in-kind

Gifts and donetions, including goods in kind, are recognised as assets and revenue when it is probabla that the future
economic benefits or service potential will flow to the municipalily and the fair value of the assets can be measured rafiably.

Services in<kind

Services in-kind are recognised as assets and the related revenue recognised when it s probable that the future economic
banefits or service potential wilt low to the municipality and the fair value of the assets can be measured reliably,

113 Accounting for adjustmant 1o revenue
Acceunting for adjustment to revenue that correct an error or a prior period error

Whare an evidence exists during a reporting period that the municipality did not follow proper due processas in tenms of the
sppllcable legislative and regulatory, andfar its palicies and by-laws framework on the revenue charged and recognised in the
current of prier perlod, the correction of such an error shall be made ance all infernal due processes have been complied witls,
in¢luding where applicable Council approval of such a correction of the errar,

The error discovered within the reporting period which refates to (hal period shall be corrected bafore the financial statements
are authorized for issue and the principles in GRAP3 shall be applied to account for the adjustment o revenue already
recognisad as a result of the correction of a priar peried error.

Accaunting for the adjustment to revenue as a change in accounting estimate

Where an evidence exists during a reporting period that naw tnfarmation becomes known and it can ke proven that the
municipality woukl not reasonably have prior knowledge of this new information when the revenue was charged, the adjustment
to revenie is treated as a change in an accounting estimate in line with the principlas in GRAR3.

1.14 Borrowing cosis

Borrowing costs that are directly attributable to the acquisition, canstruction o production of a qualifying asset are
capitallzed as part of the cost of that asset until such time as the ssset is ready for its intendad use. The amount of
horrowing casts eligible for capitalisation is determined as follows:
. Actual borrowing costs an funds specifically borrowed for the purpose of obtainlng & qualitying asset less any
investment incoma on the temporary investment of those borrowings.
*+  Weighted average of the borrowing costs applicable ta the murnicipality on funds genarally borrowed for the
purpose of abialning 2 qualifying aszet, The borrowing costs capitalised do not exceed the total barrowing costs
incurred.
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1.14 Borrowing costs {continued)

. expenditures for the asset have bean incurred;
* borrawing costs have been incurrad; and
* netivities that are necessary fo prepara the asset for its Intended use or sale are undertaken.

Whier the carrying amount or the expacted ullimate cost of the gualifying asset exceeds its recoverable amount or
recoverable service amount or net realisable value or replacement cost, the carrying amount I8 written down or writtan off in
accordance with the accounting policy on Impairment of Assets as per accounting pelicy number and 1,8, In certain
circumstances, ihe amount of the writs-down or write-0ff is written back in accordance with the same accounting policy.

Capitatisation is suspendead during extended periads in which active development is interrupted,

Capitalisation ceases when substantially all tha 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 s intended use or sale,

All gther barrowing custs are recognised as an expensa in the peiod In which they are incurred.
1.15 Everts after reporting date

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

Tha municipalily adjusts the amount recognised in the financial stalements to reflect adjusting events after the reporting date
ance the event oocurred.

The munlzipality discloszes the nature of the evenrt and an estimate of its financial effect or a statement that such estimate
cannot be made in respect of all material non-adjusting events, where non-disclosure could influerce the economic decisions
of users taken on the basis of the financial statements.

1.16 Comparative figures
Where necessary, comparative figures have been reclassified to confarm to changes in presentation in the current year.
Errors dissovered within the reporting period which relates to prior periods are corrected before the annual finsncial statemants
are authorised for issue, The principfes in GRAP 3 are applied to account for the adjustment {o revenue afready recognised as
a result of the correction of a prier period error.
1.17 Unauthorised expenditure
Linauthorised expanditure means:

- overspending of a vate or a main division within a vote; and

. expenditure not in aceordance with the purposs of a vole or, in the case of a rmain division, not in acoordance with

the purposa of the main division.

All expenditure refating t0 unauthorised expanditure is recognized as an expanse in the statement of financiat performansce in
the year that the expenditure was incurred. The expenditura is classified in accordance with the nature of the expense, and
where recoverad, it s subsequently accounted for as revenue in the statement of financial performance,
1.18 Fruitless and wastefu! expenditure

Fruitless expenditure maans expenditure which was made n vain and would have been avoided had ressonable care bean
exercisad.
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1.8 Fruitless and wasteful expenditure (continyed)

All expenditure relating to fruitless and wasteful expenditure is recognised as an expensa in the staterent of finzncial
performance in the year that the expenditure was incurred. The expenditure Is classifiad in accordance with the natura of the
expanse, and where recovered, it is subsequently accounted for as revenue in the statement of financial perdormance,

1.19 Irregular expoenditure

Irregular expenditure is expenditure that is contrary to the Municipa Finance Managament Act (Act No.56 of 2003), the
Municipal Systerms Act {(Act No.32 of 2000), and the Public Office Bearers Act {Act No. 20 of 1988) or is in contravertion of the
municipality's supply ehain management poiicy. Itregular expenditure excludes unautharised expenditure, rregular expenditure
iz acceunted for as expenditure in the Statermwent of Financiat Performance and where recovered, it is subsequently accounted
for ag revenue in the Statement of Financlal Perfdrmance,

1.20 Presentation of eurrenty

These annual financial statements are presented in South African Rand, which is the functiona! currency of the Frunicipality,
1.21 Segment Information

A segment is an activity of the municipality:
- that generates ecanomic benefits or service polential (including econemic benefits or service potential ralating to
transactions betwaen activities of the same entity);
~whose rasulls are regularly reviewad by management to make decisions about resources to be allocated to that
activity and in assessing its perfformance; and
- for which separate financial information is available.

Reportable segments are the actual segments which are reporied on in the segment report, They are the segments idontified
above or alternatively an aggregation of two or more of thase segments where tha aggregatian oriteria ere met,

Meagurement

The amount of each segment item reported is the measures reported to management for the purpeses of making decisions
about allocating resources to the seqment and assessing its performance, Adjustments and efiminations made in preparing the
entity's financlal statements and allocations of revenues and expenses are Included in determining reported segment surplus or
daficit only If they are included in the measure of the segment’s surpius or deficlt that is used by management. Similarly, only
these assets and liabililies hat are Included in the measures of the segment's assets and segment's liabilities that are used by
management are reported for that segmaent, If amounts are alivcated to reporied segment surplus or deficit, assets or liabilities,
those amounts are aliocated on a reasonable basis,

IFmanagement uses only one measure of a segment's surplus or deficit, the segment’s assets or the segrment's fiabilities in
Bssessing segment parformance and deciding how to allocate resources, segment surplus or deficit, assets and fabilities are
reported in tarms of that measure. If management uses more than one measure of @ segment's surplus or defict, the
segment’s assets or the segment's labilities, the reported measures are those that management belisves are determined in
accordance with the measuremant principlas maost consistent with thase used in measuring the corrasponding amounts in the
antity's financial stalements,

1.22 Value Added Tax

The municipality accounts for VAT on tha payment basls.
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1.23 Accounting by principals and agents )

An agent is an entity that has been directed by anather entity (a prineipal), th\rcugh ﬁ bgndmg aﬁangement o undertake
tfransactions with third parties on behalf of the principal and for the benefit of iihe. pit ipal;

A principal is an entily that direcls anather entity (an agent), through a bmdlnq arl angarnent, to undartake transactions with
third parties on its behalf and for iis own benefit,

A principal-agent arrangement results from a binding arrangement in which one entity (an agent), undertakes transactions with
third pariias on behalf, and for the benefit of, anathar entity (the prncipal).

identifying whether an entity is a principal ar an agent

When the municipality is party te & principal-agent arrangement, it assesses whelher it is the principal or the agent in
accounting for revenue, expenses, assets and/or liabilities that resuft from transactions with third pardies undertaken in
terms of the arrangement.

The assessment of whether the municipality Is the principal or the agent requires the municipality to assess whether the
transactions it undertakes with third paries are for the benefit of ancther entity or for its own banefit,

Binding arrangerment

The municipality assesses whether it is the agent or the principal by assessing the rights and obligations of the various
parties established in the binding arrangement,

Where the {erms af a binding arrangement are modified, the partles to the arrangement re-sssess whelher they act as the
principal or the agent,

Assessing which entity benefits from the transactions with third parties
The municipality Is the agent when, in relation to transactions with third parties, all three of the foitowing criteria are present;
- it does not have the power to determina the significant terms and conditions of the transaction,
- it does not have the ability to use all, or substantially al, of the resourcaes that result from the transaction for its
own benefit; and
- it iz not exposed to varability i the results of the transaction,
Where the municipality has been granted spacific powers in terms of legislatiosn o direct the tenms and conditions of
particular transaclions, it is not required to cansider the eriteria of whether it does not have the power to determine the
significant terms and condifions of the transaclion, to conclude that is an agent. The mupicipality applies judgement in
determining whether siuch powers exist and whather they are relevant in assessing whether the municipality is an agend,

The municipalily, us the agent, recognises only that partion of the revenue and expenses it receives or incurs in exscuting the
transactions on behall of the principal in accordance with the requiremnents of the relevant Standards of GRAP,

The municigality recognises assels and lizbilities arising from principal-agent arrangements in accordance with the
requirements of the relevant Standards of GRAP,

1.24 Budaet information

The approved budget is prepared on a accrual basis and presented by economic classification linked to perfarmanse outcoma
objectives,

‘The appraved budget covers the fiscal period from 1 July 2020 to 30 June 2021.

Managament will provide explanations of variances between actual and budgaeted amaounts of mare than 10% basad on
material significant judgment azsertion, refer to note 38.

1.25 Related parties
The municipality operates in an economic sectar 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 gavernment in South Africa,
onty antities within the local sphere of goverament are considerad to be ralated parties,
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1.26 Related parties {continued)

Management are those persons responsibie for planning, directing and controlling the activities of the municipality, including
those charged with the governance of the municipality in accordance with legisiation. In instances where they are requirad to
perform sush functions,

Close members of the family of a person are considered to ba those farmily members who may he expeoted to influenga, or be
influenced by, ihat management in their dealings with the muricipality.

Cnly transactions with refated parties not at arm’s length or nat in the ordinary course of busihess are disclozed,
1,26 Going concern assumption

These annual financial staternents have been prepared on the assumnption that the municipality will continue to operate as a
going concern for af least the next 12 manths.

1.27 Capital commitments
ltems are classified as commitmants where the municipatity commits itself ta futitre ransactions that will normally result in
tha outflow of resources,

Capital commitments are net recognised In the statement of financial pasilion as a liability, but are included in the
disclesure notes in the following cases:
= approved and contractad commitments;
- where the expenditure has been approved and the contract has been awarded al the reporting date; ang
- where disclesure is required by a specific standard of GRAP,
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2, New standards and interpretations

Py e
IR

2.1 Standards and Interpretations {ssued, but not yet effective L

The municipality has not applied the following standards and interpretations, which have been pubiished and are mandatory
for the municipality's accounting pericds begitning on or after 01 July 2023 or later periods;

GRAP 104 (amended): Financial Instruments

Following the global financlal orisis, & number of concerns were raised abous the accounting for financial instrurments. This
intluded that:

(a) information on credit losses and defsults on financial assetz was received oo late to enabla proper decision.making;
(b} using fair value in certain instances was Inappropriate; and

(c) some of the existing accounting requirements ware saen as too rules based.

As & result, the IASB amanded its existing Standards to deal with these issues, The JASE Issued the IFRS Standard on
Financial Instruments (fFRS 9} in 2009 to address many of the concerns ralsed. Revisions were alse made Lo the (RS
Standard an Financlal Instruments; Presentation (IAS 32) and the IFRS Standard on Einancial instruments: Bigvlosures
{IFRS 7), The IPSASH issued revised IPSASs in June 2018 so as to align themn with the equivalent IFRS Standards.

The ravisions better align the Standards of GRAP with recent inlermational deveiopments. The amendments result in better
infurmation available to make desisions about financial assels and thelr recoverability, and more transparent information on
financial liabilities.

The mos! significant changes to the Standard affect;
- financial guarantes contracts issuad;

- loan gommitinents Issued;

- classification of financial assats,

- amartisad cost of financial assets;

- impairment of financial assels: and

- tisclosures.

The effective date of the amendment is not yet set by the Minlster of Finange,

The municipality expects to adopt the amendment for the first time when the Minister sets the effective date for the
amendment,

The impact of this standard s curcently being assessed,
Guideline on Accounting for Landfill Sites

The Constitution of the Republic of South Afrlca, gives local govermment the executive authority over the functions of
eleaning, refuse removal, refuse dumps and solid waste disposal. Even thaugh waste disposal activitles are mainly
undertaken by municipalities, other public sector entities may also be invalved in these activities from fime to time.
Concerns wera raised about the incongistent aceounting practices for langfill gites and the related rehabilitation provision
where entities undertake waste disposal activitles. The objective of the Guideline is tharefore ta provide guidance te entities
that manage and oparate landfill sites. The guidance will imprave comparashility and provide the necessaty information 1o
the users of the financial statements to hold entities 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. Whare appropriate,
the Guidaline also illustrates the accounting for the land in & landfill, the landfill site asset and the refated rehabilitation
provision,

H covers: Overview of the legislative requirements that govern landfill sites, Accounting for land, Accounting for the landil
slte asset, Accaunting for the provision for rehabilitation, Clesurs, Eng-use and monitoring, Other sonsiderations, and
Annexures with Terminalogy and References to pronocuncements used in the Guideline,

The effective date of the guideline i not yat sal by the Minister of Finance,

The municipality expects to adopt the guideline for the first time whan the Minister sats the effactive date for the guidetina.

The Impact of this standard ts currently being assessad,
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Guideling on the Applicatian of Materiatity to Financial Statements \
The ehjective of this Guideling is to provide guidance that will assist entities to apply concept of materiality whean
preparing financial statements In accordance with Standards of GRAP. The Guideline almes to assist entities in achieving
the overall financial reporting objective. The Guideline outiines a process that may be considerad by entities when appiying
materiality to the preparation of financial staterments. The process wag devaloped based on concepts outlined in Discussion
Paper & on Materiality — Redusing Complexity 2nd Improving Reportting, while also clarifying existing principles fram the
Conceptial Framework for Gengral Purpose Financial Reporting and other relevant Standards of GRAP, The Guidelina
inchides examples and case studies to illustrate how an enlity may apply the principles in the Guideline, based an specific
facts presented,

It covers; Definition srd characteristics of materality, Role of materiality in the financiat statements, Identifying the users of
financial staterments and their inforrmation needs, Assessing whather infarmation is material, Applying materiality in
preparing the financial statements, and Appendixes with Refererioes to the Conceptual Framework for Ganeral Purpose
Financlal Reporing and the Standards of GRAP and References to pronouncements used in the Guideline.

The effective date of the guideline is not yet set by the Ministar af Finange,

The municipality expects to adopt the guideling for the first tirne when the Minister sets the effective date for the guidelineg.

The impact of this standard is currently being assessed,

GRAP 25: (Amended) Employee Benefits
The objective of GRAP25 is {0 presaribe the accounting and disclosure for employee benefits. The Standard raguires an
municipality to recognise:
- a liability when an emplayes has provided service in exchange for employes bengfits to ba paid in the future; and
- an expanse when an municipality consumes the economic banefits or service potential arising from service
pravided by an employee in exchange for employee benefits.
The AR made amendments to GRAP2ZS In 2021 to align with IPSAS3E9 and IFRIC14.
The mosst significant changes to the Standard affect
- Postemploysment benelit disclasures
- Changes v components of dafined benelt plans
- Defined benefit disclosures
- Guidence on application of Standard
This Standard supersedes the Standard of GRAP on Employee Benefits issuad In 2009,
The affective date of the guideline is not yvet set by the Minister of Finance.
The municipality expects 1o adopt the guideling for the first time when the Minister sets the effective date for the guideline.

The impact of this standard is currently being assessed.

GRAP 5: (Amendet) Borrawing Costs

The most significant changes to the Standard are that borrowing costs will be excluded from the weighted average
calcutation if it retates to borrowings made spacifically for the purpese of obtalting a qualifying asset,

The effective date of the slandard Is for years beginning on or afler 01 April 2021,
The municipality expests to adopt the standard for {he first tima in the 2021/2022 annual financial statements.
The expectad impact of the standarg is currently being assessed,

GRAF 13: (Amended) Leases




Ehlanzeni District Municipality B \
Annual Financial Staternents for the year ended 30 June 2021

L I
RV TS 4

M

Notes to the Annual Financial Statements

vaoam g AREVTT
\\ m.u}.m.an T |
. 1 \;'x"\‘e:d:_x\

2, New standards and interpretations (continued) .
whether d lessed asset is impaired

The most significant changes {o the Standard are to include GRAPZ1 when assgss}\n:
for operating leases and sale and leaseback transactions. b

The effective date of the standard s for years beginning on or aftar 01 April 2021,
The municipality expects to adopt the standard for the first {ime in the 2021/2022 annual financial statements,

The expected iinpact of the standard is aurrently heing assessed.
GRAP 16 {Amended) Investment Property

The mest significant changes to the Standard are as follows:
- CGharge in use of investment property
- Guidence an initailly measuring sef-constructed investment properly at fair vajue
- Include GRAP 21 when assessing Impairment of investment proparty
The effactive date of the standard is for years beginning on or afier 01 April 2021,
The municipality expects to adopt the standard for the firat time in the 2021/2022 annual financial statements.
Tha expectad Impact of the standard is currently being assessad,
GRAP 17: (Amended) Property, Plant and Equipiment

This Standard has deleted the example indicating that quarries and land used for landfill sites may be depreciated In certain
cases as land has and unlimited useful life and cannot ba consumad through its use

The effactive date of the standard is for years beginning on or after 01 Aprll 2021.

The mumcipality expects to adopt the standard for the first time In the 2021/2022 annual financial statemants,
The expecied impact of the standard is currently belng assessed.

GRAP 20: (Amendad) Related Party Disclosures

This Standard has been amended to include the change to IAS 24 Related Pary Disclosuras to expand the definition of a
related party, and the disclosure of ralated party disclosures, to include management services

The effectiva date of the standard is far years beginning on or afler 07 April 2021,

The municipality expscts to adopt the standard for the firs! fime in the 2021/2022 annual financial staterments,
The expected impact of the standard is currently being assessed.

GRAP 24: {Amended) Presentation of Budget Information In Financlal Staternents

Genecal improvements were made io the Standard ta clarity the presentation of budget information in the finaneis!
slaternents.

The affective date of the standard is for years beginning on or after 01 Aprit 2021,

The municipality expects to adopt the standard for the first time in the 2021/2022 annual financiat statements,
The expected impact of the standard I8 currently Belng assessed.

GRAP31: (Amended) Intangibfe Assets

Gengral imprevements were made to the Standard to clarify the review of useful fives of intangible assats.

The effective date of the standard is for yaars beginning on or after 01 April 20621,
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2. New standards and Interpretations {continued)
The municipakity expects to adopt the standard for the first time in the 2021/2022 annual finaneial statements.
The expected impact of the standard is currently baing assessed.

GRAP 32: (Amended) Service Concession Arrangements: Grantor

Imporvements were made to the Standard relating to disclosure requirements of the carrying amount of service concession
assets,

The effective date of the standard Is for years beginning on or after 01 April 2021,

The munigipality expects to adopt the standard for the first time in the 2021/2022 annual financial statements.

The expected impact of the standard is currently being assessed,

GRAP 37: {Amended) Joint Arrangomants

The application guldance to the Standard was impraved to include that & party thal paricipates i, but does not have jnint
cantrol of, & joint operation might abtaln joint cantral of the joint operation in which the activity of the joint oparation
cunstitutes a function as defined in GRAP 105 or GRAP 108, In such cases, the previously held interests in the joirst
opéetation are not remeasurad.

The effective date of the standard is for years baginning on or after 01 Apeit 2021,

The municipality expects to adept the standard for the first time in the 2024/2022 annual financist statements.

The expected impact of the standard |s currently being assessed.

GRAP 106: (Amended) Transfer of Functions Between Entities Not Under Comtnon Control

The Standard was amended to include that when a patty to a joint arrangement (as defined i the Standard of GRAP an
Jaint Arrangements) (GRAP 37)} obtaing centrol of an eperation that is a joint eperation (as defined in GRAF 37}, and had
rights to the assels and obligations for the liabitities relating te that joint operation immediately befare the acquisition date,
the transaction is an acquisition achieved in stages. The actuirer shall therefore apply the requirements for an acuisition
achieved in stages, insluding remeasuring its previously held interest in the joint aperation in the manner described in
paragraph 70, In dolng so, the acquirar shall remeasure Its entire previously held interest in tha joint operation.

The effective date of the standard is for years beginning on or after 01 April 2021,

The municipality expacts {o adopt the standard for the first time in the 20241/2022 annual financial stataments.

The axpected impact of the standard is currently being assessed,

Directive 7 (amended); The application of deemead cost

Tha Standard was improved to include the deamed cost of biclogical agsets, except for bearer plants, that form

part of an agriculturat activity. These assets are inttially measured at fair value in accordance with the Standard of GRAP an
Agriculiure,

The effective data of the standard is for years beginning on or after 01 April 2024,

The municipality expects to adopt tha standard for the first time in the 2021/2022 annual financial staternents.

The expecled impact of the standard is currently being assogsed,

HGRAP 21: Effect of past decizsions on materiality

This Interpretation explaing the nature of past materiality decisions and their potential effect an current and subsequanit
reporting periods.
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2.  New standards and interpretations {continued)
The effective date of the standard i= for years beginning on ot aftar 01 April 2023,

The municipalily expects to adopt the standard for the first time in the 202372024 annual fnancial statements,

The expected impact of the standard is currently being azsessed,
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Figuwres in Rand

2021 2020
&,  Cash and cash equivalents
Cash and cash eguivalents cansist of
Cash on handg 4,000 4.000

Bank balances

The tiupicipality had the following bank 2ccounts

Account number / description

FNB Nelspruit Cheque account - 62 113 491 418 (Primary bank

acoount)
Standard Bank Nefspruit Cheque account - 63305622

Standard Bank Nelspruit Cheque account - 273226703

FMNBE Nefsprult Cheque account - 82 852 864 502
Total

4,  Receivables from exchange transactions
Trade and othar recelvables
Implementing agent receivables (Refer to nole 40)

Prepayments
atatutory receivables

Trade and other receivables

2021

Tradsa and other receivables

2020

Trade and other recejvables

Tradse and other recelvables: Ageing

Current !
30+ days
30+ days
120+ days
365+ days

Trade and other receivables impaired

il

Currant

G0+ days
80+ days
365+ days

738,372 5,258,551

742,372 6,362 5581

Cash Book and Bank statement balances
30 June 201 A0 June 2020 30 June 2019

563,638 6,242 044 a5 534 827
- - 4,056,169
. - 3267
174,734 118 607 n
738,372 6,358,551 88,593,263

Ao G ALINS

i !f.“) LT l Wit I(“
301’ days b vemtrns i 1l S i

4,195,036 6,273,889
43,085 502 20,369,283
1,744,442 1,461,785
12,075 4,500

49,807,085 28,109,457

Gross balance Allowance far Total
dehbt
impairment
10,756,829 (6.561,893) 4,195,038

Gross balance Allowance for Total
deht
impairment
6,736,432 {462,550) 5,273,838

4614 5,821 593

!
' 104,665 28,103
r \ 4,087,065 241,815
Pk ' 2,705,342 141,331
\ 323 350 40.947

”:H ”!i!i« i

]

LA IRt mw '5
l L }“H (27,358) i
(61,560) )
{499,170) .
(58,851)

(5,873,808) (403,600)
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Figures in Rand 2021 2020
4.  Receivables from exchange transactions (continued)
Reconciliation of provision for impairment of trade and other receivables
Opening balance (462,550) {661,708)
Frovision for impairment (6,089,343} {701,473}
Amaounts written off as uncollectible - 900,711
(6,661,893)  (462,550)
Statutory receivables
2021 Gross balance Allawance for Total
debt
impairment
Municipal haalth certifioates 12,075 - 12,078
2020 Gross balance Aliowance for Total
debt
impairmont
Municipal haallh certificatey 4 500 - 4,500
Statutary recelvables: Ageing
Curtrer 12,075 4,500

The maximum exposure to credit risk at the eparting date s the fair vaiue of each class of debtor mentioned above. The

muriicipality does not hold any coltateral as security,

The fair value of trade and other recetvables approximates their carrying amounts,
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Figures in Rand 2021 2020
5. Inventories
Work in prograss 8,463,385 3,929,148
Consumable stares 167,070 303,950
COVID-19 supplies 675,863 905,818
9,306,318 5,138,915
Consumablas
Opening balance 303,850 190,269
Additions 783,099 887,605
Issued (907.018) {765,465)
Invantory adjustment {12,961) {8.459)
Closing halance 167,070 303,550
Consumables comprise of office stalionery.
COVID-19 supplies
Opening balance 905,814 -
Adlditions 1,663,932 2,648 468
lssued (1,893.888)  (1,742,748)
Closing balance 675,863 905,519
COVID-19 supplies comprlises of hand sanitizers and parsanal protestive equipment.
Reconciliation of work In progress 2021
Opening Additions Transfers Closing
balance balanca
Work in progress - projects for {ocal municipalities 3,849,148 12,846,621 (8.312.382) £,463,385
Reconciliation of work in progress 2020
Opening Additions Transfers Closing
balance balance
Work in progreas - projeats for local municipalities 14,368,189 16,408,375 (26 847,428) 3820146
8. VAT recaivable
VAT refundable 11,600,570 6,346,966
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Figures in Rand 2021 2020

7. [Investments

Short term tnvestments

Standard Bank fixed deposit - 3,691

First Nationtal Bank fixed deposit 535,388 392,321

Nedbank fixed deposit 40,066,740 -

ABSA Bank lixed deposit AD AB7 461 78,720,609

Banlam investment 3417 1e 3,377,851
54,586,702 82,499,272

Long term investmants '

Momentum investrent | 1,081,804 1,046,703

1,081,804 1,048,703

Reconcifiation of Momentum investment

Opening balance 1,046,703 872,154

Fair valua adjustment 35,11 74,549

Closing balance 1,081,804 1,046,703

Reconciliation of Sanlam Sharas

QOpening batarce 3,377,851 4,473 350

Falr value adjustiment . 139,264 {1,10%,499)

Closing balance 3,517,114 3,377,851

Santam listed investments are disclosed at current markst value of shares at reporting date (373103 shares at R61,37 par
shara). The municipality's risk is that fhe share price of listed investments might devalue signifisantly during the period under
review and result in & substanlial loss of the investment. The share price risk is managed by only investing in reputable listed
antities with a good track record. The Santam listed investmant was classified as shert term after Council took a delstan during

the financial year to dispose af the shares.

There is a limited general cassion on the ABSA fixed deposit account (Account 20-6059-5378) for R120,000.
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LA
B, Propefty, plant and aquipment
2021 2020
Cost/ Accumulated Carrying value Cast/ Accumulated Carrying value
Valuation  depreciation Valuation  depreciation
and and
accumulated accumufated
impairment Impairment
Land B,103,054 - 8,103,054 8,103,054 - 8,103,054
Buildings 234923728 (61,001,775) 173,921,853 234023728  (55,435.380) 179,488,338
Furniture and fixlures 12574314 (10,742,497) 1831817 12,356,918  (10,084,892) 2272026
Matar vehicles 7691312 (5,493 402) 2,197 910 6,823,025 {4,895,404) 1,826,621
Office equipment 33,809,422  (25,366,748) 8,442 674 32,470,529 (23,371,182 9,099,367
Plant and equipment 780,183 (488,938} 201,226 734,193 (405,448} 328,748
Total 207,884,903 (103,003,360) 194,788,633 285,410,447  (94,192,296) 201,218,151
Reconciliation of property, plant and equipment - 2021
Opening Additions Dizpozals Transfers  Depreciation Total
balance
fand 8,103,054 - - B - 8,103,054
Buildings 179,488,338 - - - (5,566,388) 173,021,853
Furniture and fixtures 2272026 264,026 (6,147} B5 (598,173} 1,831,817
Motor vehicles 1,926,621 869,288 - - (597,999) 2,197,910
Office equipment 0,099, 367 2,533,185 {124 B28) (%) (3,054,965) 8,442 674
Piamnt and equipment 328,745 48970 - - (83,490 291,225
204,218,151 3,702,469 (130,975) - {10,001,012) 494,788,633
ReconcHiation of property, plant and equipment - 2020
Opening Additions Disposals Transfers  Depreciation Total
balance
Land 8,103,054 - - - - 8,103,054
Buildings 185,030,188 22,990 - - (5,564,850} 179,488,338
Furniture and fixtures 2,180,509 363,335 (2,048) 382 658 (632,479} 2,472,026
Motor vehicles 2,602 366 - {201,148) - (fi64,589) 1,926,621
Office equipmeant 5,820,854 5,337,642 {15%1,862) 18,177 (1,922,244} 9,099,367
Plant and equipment 787,328 20,800 (1,826) {397 838) (79,723) 328,745
204,594,341 5,744,676 (366,982) - (8,763,884} 201,218,151
Fledged as sagurity
Carrying vaiug of assets pledged as security for the DBSA laan (Refer to note 12):
Land and buildings 179,845,783 185 357 482
Assets subject to finance lease (Net catrying amount)
Office equipment 167,183 644,730

Refer to Appandix B for more detail on propery, plant and equipment.
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9. Intangible assets

2021 2020
Cost / Accumulated Carrying value Cost/ Accumnlated Carrying value
Valuation  amartisation Valuatiors  amortisation
and and
aceumulated accumulated
impairment impairmaont
Computer software 16,803,773 (12,508,585) 4,294, 188 15,664,396 {11,979,826) 3,684,570

Reconcilistion of intangible assets - 2021

Cpening Additions Dizposals  Amortisation Total
halance

Computer software 3.684,570 1,796,476 (135,828} (1,051,030} 4,204,168

Reconciliation of Intangible asseats - 2020

Qpening Additions Disposals  Amortisation Total

kalance

Comptier software 3,888,579 709,844 (27.063) (887,790) 3,684,570
10. Payables from exchange transactions

Trade payables 8,678,235 12,895 780
Refentlong 33,763,035 19,282,034
Other eraditary 5,672,403 6,182 8582
Travel allowance backpay - 12,147 479
Inplementing agent payables (Refer o note 40) 18,712,036 13,145,775

66,766,709 63,754,850
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11. Provisions
Reconciliation of provisioens - 2021
Cpening Additions Utliised Total
Balanca during the
year
Frovision tor long service awards 10,492 652 1,788,000 (205,418) 11,476,237
Leave provision 7.713,856 806,303 (245,454) 8,534,705
Post retirement benefits 16,829,000 2,662,000 - 18,441 000
Provision for performance bonuses 3,428,642 1,045,000 {2,444,667) 2,028,925
18,524,100 6,302,303  (3,495,536) 41,330,867
Reconclliation of provisions - 2020
Opening Additions Utilised Reduction Total
Balance during the due to re-
year meagurament
or settierment
witheut cost
to entity
Frovision for long service awards 9,627 544 1,822,000 (656,852) - 01,492 652
Leava provision 5855620 2,136,750 (218.514) - 7,773,856
Post retirernent benelits 20,847,000 3,374,000 - (7,392,000} 16,829,000
Pravisian for performance bonuses 1717 936 1,710,656 - - 3,428,592
38,048,100 8,743,408 (875,408}  (7,382,000) 38,524,100
Mon-current Yiabilities 29,048,237 26,283,852
Current liabilities 12,232,630 12,260,448
41,330,867 38,524,100

Leave provision

Staff leave accrued to employses according to collective agreement. Provision is mada for the full cost of accrued leave at
reporting date. This provision will be realised as amployees take leave.

Pravision for performance bonuses

Performance bonuses are being paid to Municipal Manager, managars and mumicipal staff after an avaluation of perfermance

by the coungil,

Performance bonuses are awarded to permanent employees and fixed term contract employees subject to cenain conditions

being met.

Fost retirement benefits

Opening balance of defined benefits
Intarest cost

Current service cost

Benefits pald

Actuarial gain

Net expense recognised in Staterment of Financial Performance

16,829,000 20,847,000
2,512,000  2272.000
1,136,000 1,517,000

{385,000) (415,000
(601,000)  {7,392,000)
19,491,000 16,826,000

Mo
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11. Provisions (continued)
Interest cost

Current service cost
Actuarial gain

2512000 2,272,000
1,136,000 1,817,000
(601,0000  (7,392,0001

3,047,000 (3,603,000)

Long service awards

Opening belance of fong service awards 10,492 652 9,627,844

interest cost 1,058,000 200,000
Current service cost 1,165,000 1,166,000
Benefits paid (BO5,415) (656,802)
Actuarial gain {434 ,000) (616,600)
Past service cost - 72000

11,476,237 10,492,652

Nat expense ragognised in Slatemeant of Financial Performance

Interast cos} 1,058,000 900,000
Currant servige cost 1,165,000 1,168,000
Actuarial gain (434,000) {616,000)

Past service cost F2.000

1,789,000 1,022,000

Post retirement benefit

The municipality operates an accredited medical aid scheme. Employees who are not on a fixed contract particlpate in the
post retirement medical assistance plan.

The post retirement assistance plan consisting of KeyHealth Medical Scheme (Keyhaalth), LA Haalth Medival Scheme (LA
Health) , Bonitas Madical Aid Fund (Bonitas), Hosmaa Medical Schame (Hosmad) and SAMWU National Medical Schame
(SAMWUMED), Tha members are entitled to 3 60% refirament subsidy of the total sontribution subject to a maximum of

R 4,773 per month as from 1 July 2021,

These funds are subject to actuarial valuations. The last valuation was performed by an independent actuatlal firm,
Alexander Forbes, on 30 Juna 2021,

Long service awards

The municipality rewards it's employess who are in service for an unbroken pesiod of 5 years and longer, Employees are
entilled/awarded leave days equivalent to numbar of years served eg. 10 years of service, one gets 10 days of leave, which
can either be taken as leave or to ba pald out in cash,

The awards were subjected to actuarlal valuation by an independent achuadal finm, Alexander Forbes, on 30 June 2021,
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11. Provisions {continued)

Calculation of actuarial gains & logses

The following key assumptions were used at reporting date;

Post retirement henefits ‘

Discount rata P 12.60% 15.10%
CPI Inflation e e \ 7.30% 8.30%
Rand Cap Infation S FRTTARIAE | 8.00% 8.00%
Henalth Care Cost Inflation i iy ‘li 9.30% 11.30%
Salary Inflation 1 ; e \ 4.00% 10.55%
Expected retirement age | o ik | 65 years B5 years
Continuation mambers TR \ 8 g
In-service members .‘ 145 148
Long service awards !

Discount rate 89.40% Q.40%
inflation rate £,00% 5.00%
Salary Inflation 6.25% 6.25%
Membars 184 166
12. Long term liabilities

At amaortised cast

CBSA loan 115,482 B4B 123,340,649
The municipality has one loan at DESA during the period. Details of the loan are as follows:

DBSA - 61000886

Maturity date: 31/12/2029

interast calculated at

H1.12%

Mon-current liabilities

Al amortised cast 106,727,517 115,483,335
Current liabilities
At amortised cost 8,786,331 7,857,310
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13. Finance lease obligation

Minimum lease paymenis due

= within one yesr 188,774 565,302
- in second 6 fith year inclusive

- 188,774

188,774 755,006

lass: future finance charges {6,445) (51,5689
Present value of minimum lease payments 182,329 693,533

Present value of minimum lease payments due

= within oneg year 182,329 511,204
- in second & fifth year inclusive

- 182,329

182,329 693,533

Nen-current liabilfies - 182,328
Currant liabilities 182,328 511,204
182,329 693,532

The finance leasa is for copiers with a lease term of thres years and the average effecitve borrowing rate is 10.25%.
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14. Governmeant grants and subsidies

Governmeant grant - Equitable Share 282 572 000 253,324,000
Government grant - Finance Management Grant 1,000,000 1,260,000
Government grant - Sector Education and Tralning Autharity 201,212 218,872
Government grant - Department Roads & Transpart 2,371,000 2,481,000
Government grant - Expanded Public Works Program [ncentivae 3,604,000 3,173,000

289,838,212 260,456 872

National Treasury Finance Manapamant Grant

Current-year receipts 1,000,000 1,250,000
Conditions met - transferred to revenue {1,000,000) (1,250,000}

The perpose of this grant is to promote and suppart reforms in financiat management by building capacity in municipalities to
irnplement the Municipal Finance Management Agt,

National Department of Roads & Transport

Currant-year receipls 2,371.000 2.481.000
Canditians met - transferred to revenue {2,371,000)  (2.491,000)

Tire purpose of this yrant is to assist rural district municipalites to set up rural RAMS, and collect road and trafic data in line
with the Road Infrastructure Stratogic Framework for South Africa.

Secter Education and Tratning Autherity

Curreni-year receipts 201,212 218,812
Conditions met - transfarred o revanus (201,212) {218,872)

" -

The purpese of the funds is for skills and capacity building within the municipality,

Expanded Public Works Program Incentive
Balance unspent at beginning of year

Current-year receipts 3,654,000 3,173,000
Conditions met - transfetred to revenue (3,694,000)  (3,173.000)

a puitited \ : i

'\
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2021 2020
14. Govermment grants and subsidies {continued)

The purposa of ths grant Is ta incentivise provincial departments to expand wark creation efforts through the usa of labour
intensive delivery methods in the following identified focus arsas, in compliance with the EPWF guidetines:

road maintenancae and maintenance of buildings
low traffic volume roads and rural roads
other economic and soctal infrastructure
tourism ane ctural industries
sustainable land based livelihoods
- waste management
- parks and beautification [
social services programs
health services programs
community safety programs
basic services infrastrusture

1
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Flgures in Rand 2021 2020
15. Empleyee related costs
Basic salaries 82,180,260 00,230,498
Annual ponus 6111344 E.857.047
Medticat aid - employer contributions 6,693 451 6,446,921
LHF 381,661 403,401
SoL 286,651 B14,511
Leave pay proviston contribution 806,203 2,136,750
Post-employment benefits - pension - defined contribution plan 16,541,050 15,394,322
Travel allowances 22,924 454 21,756,808
Cvertime payments 243,600 388,948
Acting atiowances £688,361 335,805
Housing banefits and allowances 746,768 719,328
Bargaining council 24,120 20,056
COVID-18 danger allowances 1,929,214 3,544 503
150,264,266 148 048,875
Remuneration of Municipal Manager - FS Sihoza
Annual Rermuneration 1,217,816 1,203,274
Car Aflawance 336,000 336,000
Contrlbutions to UIF, Medical and Pension Funds 218,659 213,720
1,1712675 1,752,949
Remuneration of Chief Flnancial Officer - PO Mokoena
Annial Remuneration 865,430 866,253
Car Allowance 300,000 300,000
Contributions to UIF, Medical and Pension Funds 76,857 73,016
1,242,287 1,241,269
General Manager: Corporata services - RS Makwakwa
Annual Remuneration 778,250 797,637
Car Aliowance 240,000 240,000
Coniributions to UIF, Medical and Pansion Funds 224,102 203,731
Othet allowances 19,129 05,251
1,261,481 1,339,519
General Manager: LED & Tourism - NP Mahlalela
Annual Remuneration 878,731 B85 818
Car Allowanoe 336,000 336,000
Contributions ta UIF, Medical and Pension Funds [ — \ 235,366 227 512
Acting allowances R 14,234 -
JARR e YR LR |
. i 1,464,330 1,449,128
By ‘_
|
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Figures in Rand 2021 pively

15. Employee related costs (continued)

Genaral Manager: Technical servicas - ND Malokela

Annual Remuneration 807,528 655,701
Car Allowance 243,000 240,000
Contributlons to UIF, Medical and Pension Funds 184,438 150,374
Acting allowanoes 19,129 -

1,261,496 1,055,080

General Manager: Municipal Health & Environment- ST Shabangu

Annual Remuneration 825,677 821,434
Car Allowance 240,000 240,600
Contributions to LHE, Medical and Pension Funds 186,362 175,835

1.252,039 1,241,269

Gonaral Manager: Public Safety & Disaster Management - HTM Nkosi

Annuzl Remunaration 737,708 743,850
Car Allowance 300,000 300,000
Contributions to HF, Medical and Pension Funds 202,094 197,319
Acting allowance - 20,907
Other allowances - 81,293

1,239,803 1,343,468

Salaries, allowances and benafits of Councillors as disclosed in note 16 of these Annual Financial Statements are within the
upper lirnits of the framework envisaged in Section 249 of the Constifution, read with the Remunaration of Public QOfice Saarers
Act and the Minister of Corporative Governance and Traditional Affairs determination in accordance with this Ast,
Rermuneratlon of staff is within the upper limits of the SALGA Bargaining Gouncil detarminations,

16. Remuneration of councillors

Executive Mayor | 1,087,797 1,087,797
Speaker . By | 878,397 878,347
|

Councillors 8,075,324 B 103,780
Councillprs' pension contribution s e e : 944,729 919,556
Chief Whip T R T I : 826,047 B326,047
Councillors other allowances 1 4,451,807 4,608,272
500 : 104 BES 08,528

16,368,867 16,520,378

in-kind bencfits

The Executiva Mayor, Speaker, Chief Whip and Mayaoral Committee Membars are full-time, Each is provided with an office and
secrotanal supper at the cost of the Couacil,

The Executive Mayor and Speaker have the use of a council owned vehlclas for official duties.

The Executive Mayor has a full-time bodyguard, & full-tire driver, at the cost
of the council, The Speaker has a full-dime driver at the cost of the council.
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Figures in Rand 2021 2020
16. Remuneration of councillors {continued) _\

E‘ audited E

| |
Executive Mayor - Clir J Sidall ! e en 1 E
Annual Rermuneration } | 679,608 679,600
Gar Allowance y el Sl Afvicn 261,748 261,749
Contributions to UIF, Medical snd Pension Funds Syl @il atids i 146,439 148,438

" 11,087,787 1,087,797

Speaker - Clir RE Khumalao

Annual Remyneration 543,043 543,043
Car Aliowance 200,399 209,394
Gontributiony to UIF, Medical and Pansion Funds 125,955 125,955

878,397 78,397

Chief Whip - CHr ET Shabangy

Annual Remuneration BE7 117 567,117
GCar Allowance 196,312 106,312
Contributions to UIF, Medical and Pension Funds 62,618 62 618

B26,047 826,047

MMC Environmental Health - Ciir MR Shongwe

Annual Remuneatation 548,719 552,917
Car Allowance 166,312 196,312
Cantributions to WIF, Medical and Pension Funds 81,016 76,818
Acting allowances - 4,027

826,047 330,074

MMC LED & Tourism - Cllr M.! Marema

Annuai Remuneratian 516,082 517,903
Car Allowance 196,312 196,312
Contributions to UIF, Madical and Pension Funds 113,954 119,832

826,358 826,047

MMC Technical - Clir M Nkuna

Annual Ramuneration 562 Q17 588,178
Car Allowance 186,312 190,262
Contributions to UIF, Medical and Pension Funds 76,818 77.607
B26, 647 826,047
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Figures in Rand 2021 2020
16. Remuneration of councillors {(continued)
MMC Social Services - Glir 3 Mashigo-Sekgobela
?nmﬂl Remuneration 525,346 527143
sal Allowance 196,312 196,312
Contributions to UIF, Medical and Pension Funds 104 726 102 622
826,384 B26,047
MMC Corporate Services - Clir MJ Mavusao
gﬁm}l\%l Remuneration 605,735 B05,735
at Aliowance ‘ 196,312 196,312
Contributions to UIF, Medical and Pension Funds™ ™ NP o 24,000 24,000
Acting allowarnce | AL : 18,787 28,189
i £ | 844,834 854,236
‘ I
| (AR ﬁ
MMC Flnance - Clir MJ Mnist ( L
i 1
gnmj\a]l: Remunaration i sudisor G ) fe lf “ a 552,817 451,980
ar Allowance i ;!” ;it_‘.g_; snn Lind 186,312 166,312
Contributions to UIF, Medical and Pansion Funds| B BUOE 76818 77755
Acting allowance - 5,034
526,047 831,081
MMC Disaster Management - Cllir TR Manyiza
,éhm;;\?l! Remuneration £14,468 521,640
ar Allowance 196,312 190,262
Coentributions to UIF, Medical and Pansion Funds 115,807 114,145
826,387 826,047
17. Depreciation and amortisation
Property, plant and equipment 10,001,M2 8,763,884
Intangible assets 1,051,030 RB7,7490
11,052,042 9,651,674
18. Finance ¢osts
Interest - other 3,670,002 3,199,354
Interest - finance laases 55118 104,745
Interest - Development Bank of Southern Africa 13,507,667 14,351,430
17,132,877 17,655 503
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Figuras in Rand

2021 2020

18, Repalrs and malntenance

Buildings 1.444 135 3,596,663

Vehicles 534,204 39,662

Furniture and fitlings 70,660 28,092

Piant and equipment 10,872 1,435
2,059,871 4,165,852

20, Contracted services

Saecurity senviges 1,416,090 1,140,523

21. Grants and subsidies

Other subsidies

Mkpmazi Laca! Municipality - 9,466,173

Department of Roads & Transport 1,058,642 2,067,782

Mbotmbala Local Municipality - 10,629,821

COVID-19 relief 1,834,520 2,344,185

Thaka Chweu Local Municipality 800,051 4,603,652

Bushbuckridge Locat Muricipality 3,622,160 500,000

Other organs of stale 514 646 -
8,827,028 29,691,623

22. Auditors' remuneration

Audit fees 3,233,793 2,742 809

! Avciten
]

1 Sy

!
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|

i
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23. Operational expenses

Audit Committee 375,015 326,036
Bank charges 28,354 56,915
Bursaries 747,141 716,941
Community outreach 2,797,656 4,630,789
Conferences and seminars 60,497 125,443
Consulting and professional fees 10,593,193 8,662,597
Commission paid to third parties 12,000 1,000
Disaster management cost - centre 1,074,460 983,964
Disaster management operational cost 1,713,800 1,840,000
Electricity, water and rates 7,652,133 7,263,766
Entertainment 240,185 655,901
Fuel and oil 637,519 685,718
GIS operational costs = == 5 174,256 54,881
COVID-19 related expenses e e 12,771,818 5,702,477
IDP review pudited 65,908 81,275
IT expenses \ 5,135,183 5,184,037
Insurance By 631,635 440,879
Legal fees 363,832 1,576,609
Marketing neat %= 1 4 879.462 1,101,434
Municipal health operational cost il " 134,589 564,658
Other expenses — 1,296,029 984,230
Other programs and campaigns ar GENne ral South Aricd 1,851,089 1,898,284
Postage and courler Audirar BENSEE cinass Unit | 3,647 3,955
Printing and stationery M |l‘n,j|‘(1{'\]'ﬂl‘|{_f,-".‘l Business Ut | 1301805  1.386.849
Project maintenance costs S e A % 11,362
Protective clothing # 58,000 190,262
Telephone and fax 2,097,345 1,515,072
Tourism development 753,477 1,849,160
Training 954 956 407 482
Travelling and subsistance 3,819,446 6,825,586

58,225,408 55,507,372

24. Cash generated from operations

Surplus (deficit) 24,456,815 (5,286,398)
Adjustments for:

Depreciation and amortisation 11,052,042 9,651,674
Actuarial (gain) (1,035,000) (8,008,000)
(Gain) on falr value adjustments (174,364) 1,026,950
Loss on disposal of assets 256,969 118,830
Finance costs - Finance leases 55,118 104,719
Provision for bad debts 6,099,343 701,473
Movements in provisions 3,841,767 8,484,000
Other non-cash ltems (2,585) (76,433)
Changes in working capital;

Inventories (4,167,403) 9,419,553
Receivables from exchange transactions (27,886,941) (11,938,867)
Payables from exchange transactions 3,011,860 7,026,108
VAT (5.253,605) (2,060,131)

10,244,016 9,163,478
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25. Financial Instruments disclosure
Categories of financial instruments
2021
Financial assets
At fair value Atamortised Total
cost
Receivables from exchange transactions - 49,907,065 48,907,055
Cash and cash equivalents - 742,372 742,372
Investmants 4,598,919  B1,069,587  B5,668,506
4,698,919 131,719,014 136,317,933
Financial llabilities
\_ o Audited Atamortised  Total
cost
Long term liabilities By 115,482,848 115,482,848
Payables from exchange transactions 66,766,709 66,768,709
Finance lease liability 2004 -{7- i l 182,329 182,329
ST R -
182,431,886 182,431,886
2020 Auditor General Sauth Africa
Mpumalanga Business Unit
Financial assets L e
At fair value At amortised Total
cost
Recelvables from exchange transactions - 2B,109,457 28,109,457
Cash and cash equivalents - 6,362,551 6,362,551
Investments 4424554 79121421  B3,545,975
4,424,664 113,593,429 118,017,983
Financial liabilities
At amortised Total
cost
Long term liabilities 123,340,645 123,340,649
Payables from exchange transactions 63,754,850 63,754,850
Finance lease liability 693,533 693,533
187,789,032 187,789,032
26. Commitments
Authorised expenditure
Already contracted for but not provided for
*  Property, plant and equipment 10,872,871 5,117,173
=  Building repairs and maintenance - 479,456
10,872,871 5,596,629
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27. Contingencies \ AT \

Contingent liabHities \ et oV b \

AL \
\ o b N \\,rr\ ll

1. Juint Municipal Pension Fupd Gt A4 Bonit e e '
Loy et £ P !
The Joint Municipal Pension Fund is sulng the mumcupamy fqr qutpbutlbns on pensiun find of a former employae of the
Municipality and was their member but left in 2 D?;\after ha' mlunteemd to retire following the transfer of tha ambulanse

services from the municipality to the Deparimenl of Health,

The ameunt elaimed in this matter is estimated at R768 770,32, Judgemnent has been issued in favour of EDM. The plaintiff
Immediately fited an application for leave o appasl and It was set down and argued an 29 Juna 2020 vittually when the judge

granted the leave to appeal. Court date set for 17 November 2021,

2. Antoinette Kolesky and other

The Plaintiffs are the registered awners of the Remaining Extant of Porlion 8 of the Farm Orasikraal 48 ("herein after referred to
as "the Property”), situated at Thaba Chweu Local Municipality within: the jurisdiction of Ehtanzeni Districl Municipality.

The: Plairtiffs instituted the action proceedings, following developments that were executed within the property without their
cansent, and further establishing a Human Sattlement for the untawful occupiers to move in to the property.

Cn or about the 14th February 2018, the Plaintifs’ Attorneys of Record, addressed a letter to the Thaba Ghweu Local
Municipality, providing several aptions to resolve the illegal occupation, ingluding but not imited ta, that the Thaba Chweu
acquire or expropriale the Plaintiffs’ Proparty at a market value, that the unlawiu! seftlement occurrad an the Plaintiffs' Property
be ignored when determining the market valua of the Propety for purpeses of any expropriation or acquisition of the Property
by the defendants.

The matter ¢ould not be resolved at that time, and Thaba Chweu approached the Department of Human Settlermants in
Mpurnalanga requesting assistance with buying the Property from the Plaintif's. The Defendants, after baing served with
Burtnons, held a mesting on the 24th of May 2049 to discuss & way forward in this matter, and s unanimous decision was
taken not to proceed defending the matter,

The Paries intends to seltle the matter and & draft deed of setilement has been prepared by the State Attorney on behalf of the
defendants and sent to plaintifis for consideration of the terms entailed, Department of Human Setttement appointed a
Property Valuer to do valuations.

3. D sihlangu

This is an unfair discrimination dispute referred to the Labour Court by the applicant in terms Rule & of the Labour Caurt Rules,
against EDM. Applicant wants his post to be adjusted from post level B to post level § to be in fine with other Coardinators. The
amunt claimed cannot be ratiably estimated however lagal fees paid to date exceeds R 151,622 with an additional estimated
legal fees of R200,000,

Matter is defended by the municpality and pre-trial conference batween the parties conducted in February 2020.
4, 1. Sithole

This is an unfair diserimination dispute referred to the Labour Court by the applicant in tarms Rule & of the Labour Court Rulas,
against EDM, Applicant wants his post to he adjusted fram post level 8 to post faval 5 to ba in line with other Coordinators, The
amount claimed cannot be reliably estimated however legal fees paid to date exceeds R 107,633 with en additional estimated
legal fees of R200,000.
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28. Unauthorised, Irregular, Frultless and wasteful expenditure
28.1 Unautherised expenditure

Opening balance 186,345 186,345

Add: Incurred during the year - -

Less; Ameount written off {186, 345) -

Less: Amaunt recoverd . .
- 186,346

Remeadlal actions:

{a) The official concerned was subjected to a diseiplinary processes durirg the yesr and a sanction of 2 six manthys written

warnping was the outeome of the process.
{b) The ameurt of R186 345 was written off a3 per Council Resolution ABS of 26 August 2021 following MPAG
investigation and recommendation.

28.2 Irregular expenditure

Opening balance

Add; kregular Expenditure - current year
Loss; Amounts written off

Leas: Amounts regularised

Less: Ameunts nat recoverable (not condo

60,750 3,684,623
B66, 528 1,336,512
(B66,528)  {4,780,385)

- (180.000)

60,750 60,750

Petaily of irregular expendlture

incidents:
The contract of K686 528 was approved by an official not having delegated suthority.
Remedial actions:

(a) The irregular expenditure was referred ta MPAC and Municipal Disciplinary Board for investigations as per Council
Resplution AG3 of 24 Juna 2021,

{p) A total of RGE6 528 was written off as per Council Resolution A91 of 26 August 2021 following MPAC invastigation and
racommendations,

() The official cancerned will be subjected to a disciplinary process foliowing the Municipai Board Dizciplinary Board
invesligations and rescommendations as per Council Resolution AS3 of 26 August 2021,

28.3 Fruitfess and wasteful expenditure

Opening balance 22,400 125,147

Add: Fruitless and Wastefull Expenditure - current year 5077 51,625

Less: Amounts recovered (20,955) {125.076)

Less: Written off by Council (29,222 {29,296)
22,400 22,400

Incidents:

(@) Interest charges of R4 BOB,27 was Incurred during the year dus lo late payrments to a supplier (Telkor) as a result of

delays In receiving of involces and irvegular contract,
(")] Cancellation fems payments amouniing to R29 D78 46 in respect of no show for accomodation bookings,

{c) Traffic fines payments amounting to k16 250,00,
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28. Unauthoerlsed, rregudar, Fruitless and wasteful expenditure {continued)

Remedial actions:

{a) The fruitless and wastefl axpenditures had been refemed to MPAC and Municipal Disciplinary Board for investigations
as per Councii Resolutions A31 of 29 April 2021 and AS3 of 24 June 2024, R

{b) A total of R29 222 00 was writter off as per Councit Resolutions ABD, AB1-ant AS2 of 26 August 2021 following MPAC
investigations and recommendations, e |

{c} A total of R20 955 was recoverad as par Coutiéil Resolutions AYO-A0% and A92 of 26 Abgust 2021folowing MPAC
investigations and recommendations, \ Py \\

\ et e b b |
29, Risk management \ Dds T |

Einanecial Ask management { G vl e ‘
ek MR g AT

Expusure to interest rata, liguidity and credit risks arlses 5\1 fhie Ht‘:rm‘ql,,QPH[s,e_;ofitﬁé“l\'{j‘_@ﬁiéipality's bperations, The

rmunicipzlity has established a risk management committée, whi;dh'ii’s"\ré_e:gbon‘s"ibia‘fd'r' devaloping snd monltoring the

municipality's risk management policies. The risk management policiés are established fo idantify and analyse the risks

faced by the municipality, to set up risk limits and controls and to monitor riske and adherence to llmits. Risk management

policies are to ba reviewed renularly to reflect changes in the municipality's activities.

Liguldity risk

Ehlanzeni District Municipality managas its liquidity risks by effectivaly maraging its working capital, capital expenditura and
external borrowings. Revolving credit facilities in the form of an R20,000,000 bank overdraft has been negotiated with

the main banker and provisionally approved, The avardraft facility will cater for any unexpectad temporary shorfall in
aperating funds.

The table below analyses the municipality’s finencial habifities and net-settled derivative financial liabilities into relevant maturity
groupings based on the remaining pariad at the stalement of financial posttion fo the contractual maturity date,

At 30 June 2021 Less thari 1 Between1 Over 5 years
year and § years

Leng term fiabllities 8,755,331 61,218,617  45509,000

Payables from exchange transactions 86,766,704 - -

Finance leases 182,329 - -

At 30 June 2020 Lessthan1 Between1 Over & years
ymar and 5 years

Long ferm habilitles 7,867,310 54,940,068 60,543,271

Payables from exchange transactions (33,754,850 - B

Finance leases 511,204 182,325 -

Cradit risk

Ehlanzeni District Municlpality manages Its credit risk in Its borrowing and investing activitles by dealing with the A+ rated
financiat institutions and by spréading its exposure over a wide range of finangial institutions in accordance with the
approved cash and investment policy as was approved by council,

Management evaluated credit risk relating to raceivables from exchange transactions an an ongoing basis, If raceivables from
axchanga transactions are indepandently rated, these ratings are used. Otherwise, if there is no independent rating, risk controf
ascesges the cradit quality of the recelvables, taking into account its financial position, past experlence and other factors,

Financial assets exposed to credit risk at year end were as follows;

Financial instrument 201 2020

Casgh and cash equivalents 742,572 5,362,551
Non-gurrent investrments 1,081,804 1,046,703
Current investmants 84,686,702 B2 409272
Receivables from exchange transactions A9.207 085 28,100,457
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29. Risk management (continued)
Market risk

Interest rate risk

Ehlanzeni District Municipaiity is not exposed to any interest rate risks on its financial llabllities. As at the end of the financiat

year, 30 June 2621, Ehtanzeni District Municipality had anly one fixed interest beating loan with the Daveigpment Bani of
Southern Africa (DBSA) az reflected in AFFENDIX A. It should be noted that the interest in this loan is fixed until

maturily, Similarly, with financial assets, Enlanzeni District Municlpality invests its surplus funds not immediately required in
a fixed interest rate deposit with the A+ rated banks for fixed terms not exceeding one year,

30. Related parties

Relatlonships
Cloge family member of kay management Nong
Members of key management & Coungilicrs Bea note 15 and 16.

3. interest received

Interest revenue
External invastment 5,854 208 10,2897 507

32. Change in estimate
Property, plant and equiprient and Intangible assets
The estimated useful life of assets in certaln classes of Proparly, Plant and Equipment and Intangible Assets were assessed

during the current financial year. In the current financial year management bave extended their estimated useful lives, The

affect of this revision has decreased the depreciation and amartisalion charges for the current period and Increased for future
periods by R 709 880.

The impact on Intanglble sssets due to the extansion of thelr useful lives is R 101 364, Refar to note 9.

The Impact on Property, plant and equipmant due to the extension of their ugeful lives is R 608 515, Refer to note 8§,

33. Revenue

Operaticnal income 825,056 £B89,250
Rental of facilities and equipment 403,535 291,744
Interest received 6,854,208 10,297,507
Bividends recaived 137,544 153,132
Government grants & subsidios ZBO 838 212 260,456,872
Fines & penalties 100,000 150,000
Donations in kind 29,550 1,738,959

208 189,005 273,677,464

The amount inclided in revenue arising from exchanges of goods or services
are ag follows:

Operational income [ " 825,056 589,250
Rental of facilites and sguipment ;‘M‘H;ﬁ-tczci ' 403,535 287,744
Interest received o Ll 6,854,208 10,297 507
Dividends received 1 , hy ‘i 137,544 153,132
| i 8,221,243 11,331,633
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33, Revenue (continued)

The amount included in revenue arising from pon-exchange transactions is as
follows:

Government grants & subsidies \1

1 289,838,212 260,456,872
Fines & penalties i

100,000 150,000
BPonations in kind L 28 650 1738.959
apme e b x‘l 289,967,762 262,345,831

EARE i RS ' |

34, Comparative figures \ ]

l Chas (e At e U Africs -“‘
Skills development levies paid for counr::ll!mn\s‘é’élasslﬁed frﬂméemf rf YEs: relaiédlcbst to councifiors remunesation as these
El

levies are related to councillors lemuneratiun @qd nqt arnpi‘“ flut

The efiects of the reclassification are as foﬁaws

Staternent of Financial Performance
Employee related cost

- (96,528)
Remuneration of councillors

- 28,570
15, Events after the reporting date

Ne events after the reperting date were identified by managemaent that require adjustment to the balznces at reparting date or
additional disclosurg,

36, Additional diselosure in terms of Munieipal Finance Mansgement Aot
Confributions to arganised local government

SALGA Membership fee 1,484,383 1,509,197

PAYE, HF and SDL

Armount paid - current year 36,340,808

32,471,814
Pension and Medical Aid Deductions
Amount paid - current year 37,615,768 35 406,688
VAT
VAT receivad - current year 3,283,319 6,128,144
37, Daviations Lt.o section 36 of Supply Chain Management Policy
1. Flxed armount deviation procurements - Regulation 36(a):
Supplier Description of goodsiworkiservices Amount Excl. VAT Deviation reasons
Bhimbho ICT Salutions (Pty) Ltd  Appointment of a service provider to conduct R 187,224.87 Emargency

an it security assessmeant

Ernalangeni technologies (Pty) Purchase of 8 corporate zoom licenses R 86,956.48 Emergengy
Ltd
Sakhumzi enterprise (Pty) Ltd Purchase of 200 5t gas stoves, 400 blankets, R 458,795.00  Emergency

400 mattresses & 40 boxes of chior-flos as
disaster refiaf material
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37. Deviations Li.o section 36 of Supply Chain Management Policy (condinued)

Silindzle enterprise {Pty) Lt Supply and delivary of 300 x 2 ply double bed R 187,042,560 Emergency
blanketz and 275 mattress singla beds

Tebewa (Ply) Ltd Supply and delivery of 250 x 2 ply double bed R 186,20625 Emergency

blankets, 225 single bed mattresses, and 200
% single plate gel gas stoves
Vitterio piobal Supply and delivery of 600 food parcels R 78230000  Emergency
(12,8kg maalie reals, Skg rice, Skg sugar,
kg coffee, 6 pack tinnad fish, kg salt, 250g
tea, 5l cooking off, 10 per pack soup, 2kg
sugar beans, 450z bath soap, 2kg onlons, 2
cabbages. 10kg butternuts and 10kg potatoes)

Afrocentric intellectual property  Appointment of a servite provider to condugt R 132,940.80  mpractical
an it security vilnerability assessmant
Asande guarding division {Pty) Procurement of security risk reassessmant R 171,435.00  impractical
Lid sarvices, inclusive of structural risks &
electronlc system risks
Association of municipat Fayment of ameu annual membesship fee R 260870 impractical
etectricity undertakings 2020/21 for an official within the technicat
services departiment
Barberton community radio t'a ber Procurement of 8 radio stots for 3¢ minute R 40,000.00 Impractical
FM imterviews within local copmunication radio
hroadeasting
Borgani & sons projects (Piy) Ltd  Appointment of a service provider to conduct R 176,030.65  Impracticat
&n it vulnerabilily assessment
Bongani & sons projects (Pty) Ltd Appointment of 2 serviss provider lo condugt R 176,030,685  Impractical
an it vuinerability assessment
Business wonnexion Provision uf on-site information and (H 1,751,889.60  Impractical

communications technology services for a
period of two years pius ad-hoe support
Business connexion Maintenance, icensing in respact of solar, R 2,097,594.00 [mpractical
database, application and peripheral software
as indicated in annaxure 8, and schedule 6 of
the service lavel agreament

G and s zippal supplies and Diszembling of a zippe] cabinat & relocating it R T.885.00 Impractical
rapairs {(Ply) Lid 1o be assembled in another offica
Chartered institute of government  CIGFARO annual conference registration fee R 2.988.57 Impractical
finance. Audit’ risk oflicers for the risk officer to attend a workshop
CTR fimited ta Lowveld madia Publishing of a notice the final approved IDP & R 6,871.20  Impractical
budaet framework
CTP limited t/a Lowveld media Publishing of various vacancies within EDM R 3686730 Impractical
CTP imited ta Lowveld media Publication ot spluma notices R 16,694.40  Impractical
CTR limited t/a Lowveld media Publishing of the mayer's Christmas massage R 1450080  lmpractica!
CTP limited t/a Lowveld medla Publishing of tendars for prospective bidders R 10,881.20  Impractica!
CTP limited t/a Lowvald media Advarlisement of tenders in the Lowvelder & R 18,139.00  Impractical
Mpurnalahga news publications on the 9 &
10™ of June 2021
CTR limited t'a Lowveld media Adverlisement of tandaers in the Lowvelder & R 17.878.40  Impractical
Mpumalanga news publications 16W & 170 of
June 2021
CTP limited Y& Lowveld media Advertisernent of 3 vacancy; senior manager R 688531  Impractical
transversel
CTP lirnited ¥a Lowvald media Publishing a notice on the document sharing R 21,749.00  Impractical
and collaboration platform in the Lowvelder &
Mpumalanga news publications
CTP Iid t/a Lowveld media Advertising of tenders in the Lowvelder & R 34,795.20  Impraciical
Mpumalanga news newspapers on the 191 &
20 of May 2021
CTP itd tfa Lowveld media \advertising of tenders in the Lowveldar & R 48,333.60  Impractical
Mpumalanoa news newspapers on the 020 &
02 of June 20214
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37. Deviations Lt.o section 36 of Supply Chain Managemant Polley '(&n':‘:ﬁiiﬁﬁ&d)

CTP Hd t/a Lowveld media Advertising of tenders in tha Lowvelder & R
Mpumalanga news newspapers on the 264 &
27" of May 2021
CTP itd Va Lowveld media Advertising of tenders in the Lowvelder & R
Mpumalanga news newspapers on the 1210 &
13 of May 2021
Distinctive chaice 724cc ta Payment of an excess to a panel beater used R
Husan panal beaters by the insurance for repairs to municipal
vehicie that was involved in an accident,
Distinctive chotee 721cc Va Payment of an excess for the repairslo s R
Huson panel beaters coungil vahicle
Ekasi commitnity radio station Procurement of § radic slots for 30 minute R
Interviews within local community radio
broadecasting
Inspirational safety training and  Occupational health and safety 150 4500 R
technology training for tha EDM occupational health
ufficer
Jamast holdings (Pty) Lid t/a Publishing of an editorlal article on the R
Mpumalanga mirror 202042021 budget speech in response fo
covid19
Jutiar investments (Pty) Ltd t/a Catering services for the guesthouse support R
Emuoyeni B&E program training session to be held in
MBombela
Ks boutique hotel (Pty) Ltd Catering services for the guesthouse suppot R
pregrarm site visit
Lales civil and electrical (Fly) Ltd  Performance of electrical repairs R
Mashishing communications tfa Procurement of 8 radio slofs for 30 minute R
Mash FM interviews within tocal communication radig

broadcasting

Mohile telephons networks (Ftyy  Purchase of data bundjas for EDM councilors R

Lted — (MTH)

Mabile telephone netwarks (Ply)  Purchase of data bundles for EDM councilors R

Ltd — (MTHN)

Nikiwe jannepher Matsebula Agpointment of a sign language interpreter for R
the empowarment conference for persons with
disabilittes for a period of fwo days

Nikiwe jannepher Matsebula Provision of sign fanguage inferpretation R
services during the ofder parsons outreach
Program

Nikiwe jannepher Matsetvila Pravisian of sign language interpretation R

services durlng annual general maeting of
disability forum

Wikiwe fanrepher Matsebula Provision of sign language intarpretation R
sarvices for the Ehlanzeni district mayora
disatility awards

Nkaboni construction and projects EDMMAB/I020-21 siling, drilling and "
equipment of two new boreholes in Nkomazi
local municipality (re-adverisement

Nkomazi FM radic Procurement of B radio slots for 30 minute R
interviews within local communication radio
hroadeasting

MI Durban South Motors (Piy} Lid  Servicing of a council vehicle R

t/a Garden City motors Mbombeta

Faloming events and Appaintment of a service provider of the R

managament wabsite for the hosting of the thrae EDM

subdomains for a period of three months
Payday software systems (Ply) Registration fee for 4 payeoll steff to attenda R
ftct practical serminar / irpS workshop and

legisiative symposium

17,578.40

25.928.00

4,347.83

A4,347.83
40,000.00

12,600.00
20,700.00
16,000.00
8,000.00
14B,573.00

40,000.00

2775.65
2,680.00

5,000.00

2,500.00

2,500.00

2,508.00

864,517.50

&4,000.60

11,092,009

39,908.16

20,186.96

Impractical

Impractical

Impractical

Impractical

Impractical
Impractical
impractical
Impracticsl|
Irnpractical
Impractical

Impractical

Impractical
Impractical

Impractical

Impractical

Impractical

Impractical

Impractical

Irnpractioal

Impractical

Impractical

Impractical
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37. Deviations i.t.o section 36 of Supply Chain Management Policy (continued)
Payday software systems {Ply}  Annual licensing fee and support for a period R 294,581.02  {mpractical
Ltd of two years excluding training on updates and
refresher courses as well as disbursements
Prante computer solutton Repairing of printers & replacement of faulty R £,072.00  Impracticat
parts
R FM media house Pracurement of 8 radio slots for 30 minute R 40,000.00  Impracticat
interviews within local communily radia
broadcasting
Rise broadcast (Ply) Ltd Va rise  Procurement of radio slot aiftime to broadcast R 38,800,688 Imprastical
FiM a Christmas massage from the executive
mayar
Riversides kala (Pty) Ltd Catering services for the guesthouse support R 11,600.00  Impractical
program's toals & first aid cerificates
handavar event
Riversides kaia (Pty) Ltd Catering servives for the guesthouse support R 11,000.00  Impractical
program training session to ba held in
Mictublu
Raosina Florence Mahlangu Appuintment of a sign language interprater far R 500000  Impractical
the empowerment conference for persons with
disabilities for a period of twa days
Rosina Florence Mahlangu Provisian of sign language interpretation R 260000  [mpractical
services during the older persons outreach
Pragram
Rosina Florence Mahlangu Provision of sign ianguage interpratation R 2.800.00  Impractical

services during annual general mesting of
disability fortm
Resina Florence Mahlangu Frovision of sign language intérpretation R 2,500.00  Imprecticat
sarvices during the Ehlanzeni District mayoral
disability awards

Sagwarli hotel (Pty) Ltd Cataring services for the guesthouse support R 17,500.00  impractical

prograr training session fo be held in

Bushbuckridges
South African institute of Pravision of registration services for municipal R 6.800.00 Impractical
etvironmental heaith health
South African instifute Faymant of profassional body membership R 11,047.60  Impractical
professional aecountants fees far 2 (inance officials
Bouthy African society for labor taw Registration fee for 3 officials within the lagal R 12,600.00  impractical
{salsa) services unit to attend o salsa workshap
The institute of risk management  Professicnal body annual membership feas for R 2,000.00  hapractical
south Africa the chigf risk officer
The south African institution of Ragistration fae for 7 technical services R 47,508.70  Impractical
civil engineering (saice) officials o attend a 3 day workshop of the

general canditians of contracts for capital

projects
Vodacom Purchaze of data bundles for EDM councitors R 13,049.57  Impractical
Vodacom Purchase of data bundles for EDM councilors R 8,164,386  Impractical
Vodacam Purchase of data bundles for EDM councifors R 6.173.04  Impractical
Vodacom Purchase of data bundles for EDM councllors R 736783 Impractical
Vodacom Purchase of data bundies for EDM eouncllors R 736783  Impractical
Vadacom Purchase of data bundles for EDM councilers R 6,372.17 Impractical
Vodacom Purchase of data bundles for EDM councilors R 5,202.61 Impractical
Vodacom Purchase of data bundles for EDM councilors R 210435  Impractical
Vodatarn Purchase of data bundlas far EDM councilors R 12545.21  Impractical
Vodacom Furchase of data bundles for EDM councilors R 1314260  Impractical
Vodacom Purchase of data bundles far EDM councitors R 12,142680  Impracticat
Vuyani marketing & distribution  Cataring services for the guesthouse support R 13,913.04  Impractical
t/a view inn prograrm training session 1o be held in

Mbombela
GTP limited t/a Lowveld medis Adveriising of a vacancy: Lt Technieian R 480243  Impractical

&
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37. Deviations ti.0 section 36 of Supply Chain Management Policy (cantinued)
CTP limited t/a Lowveld media Publishing of the mayoral bursary funding R 16,120,00  Impractical
program
Agualytic laboratory & Purchase of water testing consumables H 60,822.94 Sole provider
Environmental
Agualytic labaratary & Maintenance and callbration of d600 R 1.800.00  Sole provider
Environmental spectrophotometer
Aqualytic [aboratory & Furehass of laboratory test kils & festing R 42,627.00 Scle provider
Environmanial consumables
Gavernment printing works Publishing the notice of adoption of the spatial K 657,97  Sole provider
developiment framework raview in the
provincial government gazette
Krugar Lowveld chamber of Printing & installation of regional maps in R 39,800.00 Sole provider
businass & tourism support of the Graskop LTO & Sabie LTO
within the 2 respaciive tawns
Tecrovesr {Piy) Lid BID NO, EDM/SQ2020-21 - Appaintment ofa R 2,924 4687 .50 Sole provider
contractar for the refurbishimant of the
{rmechanical and electrical works) Coromandel
Wastewater Treatrnent Works at Thaba
Chweu Local Municipality
Total R 11,773,254.48
2, Fixed rates or price per unit deviation procurements - Regulation 36{a)
Matamini Strategists (Pty) Ltd Further re-appeintment of a service provider R10,39 perm?® Emergency
for emergancy sanitizing and disinfecting
sarvices of the two munivipal buildings and
other facilities in respensa to the covid-19
pandemic
Leanc n1 construction Emergency appointment of service providers R 2,384.00 Emergancy
to conduct fumnigation services within the edm
offices in line with eovid-14 safety precautions.
Maisane attorneys lng, Praviding legal services and representing the R 2226150 Impractical
municipality at the labor court, in a matter
involving a municipal employes
Thenjiwe Nkosi attorneys Provision of legal services on & labor matter R 2537750  Impractical
invalving a municipal official
Thenjiwe Nkosi attorneys Provision of tagal services on a labor mater B 2,415,680 Impractical
involving a municipal officiat
1. Ratification af minar breaches procurement - Regulation 36(b)
Matamini Strategtsts (Pty) Lid EDM/22/2020-21 appointment far pre- R10.08 perm*  Rafification
cautionary disinfaction services for covid-16
containment & cantrob on an ad-how basis
sl \
38. Budget differences Fang !t
Material differences between budget and actual amounts TRy A \
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Varlances in excess of 10% is considered significant and therefore explanations are provided below:

38.1 Operational income

Frojected revenue could not be realised as Municipal Health Depariment could not achieve s planned premises complianice
inspection services due to the COVID-19 pandamic.

18.2 Rental of facilities and eguipment
The additional rental revenue was realised due ta municipal property rental agreement concludad in May 2020

38,3 Interest Received

The interest revanus could not be reslised due ta the low interast rate environment as a result of the REPO rate cut during
2020 by the South Afrloan Reserve Bank in responsa to the COVID-19 pandemic,

38.4 Fines
Fines issued to business premises that are not complying with the Municipal Health By-Laws.

38.5 Donation in kind

COVID-19 personal protection equipment and supglies donated by other organs of stale racognized as revenue in line with
GRAP 23

38.6 Grants and subsidies

Transfer of complated capital projects budgeted for in the prior and currant financial years to local municipalities and organs of
state.

38.7 Operational expenses
Some of tha plannad operational programmes and projacts as per the service delivery and budgat implementation plan could

not be implemented cue to the COVID-18 lockdown ragulations and also savings have baen realised due to the implemantation
of cost cantainiment policy approved by Council in July 2018,

38.8 Operating surplus
The operating surplus was malnly realised due to the following factors;

(a) Delay on the filling of funded positions, upper limits for increase of annual remuneration packages of senior
managers and counclliors not gazetted, and

(b Some capital projecls were not completed as assets to be transfarred to local municipalities as planned dus to
COVID-19 pandernic, communities unrest and reliance on ofher organs of state.

38.9 Procead from sale of assets and loss on disposal of assets

Proceeds recelved from tnsurance claims for damagad and stolen assets.

38.10 Gain on fair vafue adjustment
The equity prices for Santam and Momentum JSE listed shares parformed more than projected,

38,11 Actuarial galn and Provisions

Increase in adjustrment in the value of the provision for post-employment benefits resulted in actuarial gain in accordance with
GRAF 25

38.12 Inventory N m
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Some capital projects were nat complated as assets to be transfarred to 1oca1"rﬁﬁ"rilléfpalities as planned due to COVID-10
pandemic, communities unrest and reliance on other organs of stata,

3B6.13 Cash and Cash Equivaelent, and Investmeants

The movement in cash and cash equivalent, and investment is as a result of changes in expenditure and payment
managamant system, and cash and investment management stratagy implemented during the year resuited in mare sash
baing held in call accounts and short-term fixed deposits,

38.14 Receivables from exchange transactions

Accrual of monigs awed by the Deparment of Water and Sanitation (Principal) to the municipality (Agent) as a resuit of the
implementing agengy agreemaent in accordance with GRAP 108,

38,15 VAT receivable

The acerual of VAT refunds not anticipated during the fimalisation of the budget.

38.16 Property, Plant and Equipment, and Intangible assets

Projected accumulated depraciation or amortization not realised as a result of asset completed during the vear and review of
useful lives of ixed assets, and less spending than projected on the budgeted capital projects as well as reclassification of

capital expendilure ransactions and donation of completed related assets to jocal municipalities.

38,17 Non-current Borrowings

Reclassification of the remaining balance on the long-term borrowings between non-current and current liabilifies at yesr-end to
in line with the fuar amortisation schedule,

38.18 Finance lease ohligation

The classification of the rental agreement of copiers as a finance [ease in accordance with GRAP 13 and the apporfionment of
the: ohligation between current and non-current ghligation,

38.19 Payables from cxchange transactions

Unanticipated incraase in retention monies and acerual of implementing agency transactions whick could not be precisely
astimated during the preparation of the budget.

318.20 Provisions

Reclassification of the remaining balance on the long-term provsions between non-current and currant tiabflities at yearend to
in line with the GRAF 25 valyations,

38.21 Accumulated Surplius

The gecrease in grants and subsidies expenditura as a result of incomplate capital projects during the year and higher than
anticipated payables and receivables as a result of implementing agent kransactions in accordance with GRAP 104,

38.22 implementing Ageney Recelpts and Payiments

Accounting of raceipis and payments transactions between principats (Department of Water and Sanitation and Nkomazi Local
.Municipality} and the municipality as an Implementing sgent in accordance with GRAP 105,

38,23 Other receipts

N
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Ehlanzeni District Municipality

Annual Financial Statements for the vear ended 30 June 2021

Notes to the Annual Financial Statements
Figures in Rand 2021 2020

Unanticipated VAT refunds received from SARS during the financial year and not budgeted for.

38.24 Dividends recelved

The closure of the Standard Bank account during the reporting period resulted in tha dividends delecarad in April 2021 nol been
paid out by SANLAM at year end,

39. Prior period adjustrments

Priar period adjiustments thteugh surplus includes tha following:

Cerlain expenses wera paid in the current period relating to prior periods to the value of R 485,873,

The early setllement discount of the SALGA annual for levy for 20201249 of R 74,219 paid In the prior period,

Correction of incorrect VAT clgim R 17,505 In the prior periad.

Munitipat Health revenue recognised in current period relating to prior year of R 88,870,

Debter and creditor raized for wark not setisfactory completed by a service provider relating to prior year of R 5,512,757,

Statemant of financlal position o
Receivables from exchange transactions ! 5812 757
Fayablas from exchange transactions e . B ! - (5,512,757)

40, Aceounting by principals and agents \ i

ol Afrled
cemb Gouiin AR

40.1 Department of Roads and Transport

% 1 it

Lo Gusiness Mo
The municipality acts as an agent for the Mational Depan\ éhf.ﬁftﬁcsaas‘j#ﬁﬂ_Tmnapon"duriﬁg the implementation of the Rural
Road Asset Managent System grant projest. The municipality receivias & 5% agency fee for it services. The agency fees
recaived and included in the tetel revenue transferred for the 2020/2021 financlal year amounted to R 118,550,

Revanue transferred: R 2,371,000 R 24981000
Expenditure incurred: R2371.000 ® 2499000

Refer io note 14.

40.2 Cepartment of Water and Sanitation

The municipality acfs as an agent for the Department of Water and Sanitation during the implermeniation of the Regional Bulk
Infrastructura Grant (RBIG).

Reconciliaiton of agency transactions

Receipts and recelvables {refer to note 4)

Opening balance 20,369,283 11,244,342
Totat billed to principal 173,336,662 143,716,125
Total received frem principal (140,076,687) (125,150,324)
Retentions (9,673,757)  (9,440,860)

43,955,502 20,369,283

Payments and payables (refer to note 10}

M. M
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Figures in Rand 2021 2020
40, Accounting by principals and agents (continued)
Opening balance 13,148,775 8,768,148
Total expenditure incurred T 156,367,050 122,565,162
Total paid to suppliers and retention 5‘ o i (152,790,798} {118,187 536)
s N SRIRMYT '
!. it \ 18,712,036 13,145,775
| . Ehvf } ;
¥ . . '\
! R A
41. Segment reporting \ ',’”}‘, STARREE \‘
\ . 1
General information !'. — 2 euiht AIrich \!‘
_ D iy Geiis e it
Identification of segments L fandhd -

Lo P

The municipality is organisad and reports _t.ci Management on the basis of departmental segments. Management yses these
same segments for determining strategic objectives. Segments ware aggregated for reporling purposes,

Information reported about {hese segments Is used by management as a basis for evaluating the segmants’ performances

and for making decisiens about the allocation of resourcas, The disclosure of information about these segmants is also
considerad appropriate for external reporting purposes,

Segment surplus or deficit, assets and Habilities

N
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Appendix D

Segmental Statement of Financial Performance for the year ended 30 June 2021

Current Year Prior Year
Attual Actual Surplus Actual Actual Surplus
ihcome  Expendifure  HDeficit) Income  Expenditure  [{Deficit)
Rand Rand Rand Rand Rand Rand
Municipality
- 4876723 (4.875,723) Office Exacutive Mayor - 5,803,875 {5.803,975)
- 4,254 631 (4,254,631) Office Rurat Development - 2,801,443 (2,801 243)
- 17,983,317 {17.983,317} Office of the Speaker - 20,087,704 (20,057, 704)
- 9,323,203  (0,323,203) Mayoral Committee " 9,262,180 (9,252,180}
- 22123403 (22,123,403) Office Municipat Manager - 18,253,691 {19,253.681)
298,189,005 92,629,245 205,559 760 Finance 273677464 91,784,554 181,892,140
- 43,003,067 {42.003,067) Corporale services < 41,098,915 (41,008,815)
8,660,077  (B,6B0,077) Technical Services - 7,832,485 (7,822 485)

26,198,043 {26,198,043} Municipal Health and Envirenment
1,326,273 (1,326,273) Office Chief Whip
3,684,615 (3,584,518} Internal Auvdit
- 8,918,234 (9,919,234) Transversal Jssues 3,381,481 (3.301,481)
17,083,129 (17,083,128) LED and Tourism 20,666,634  (20,666,834)
- 12,768,330  (12,768,330) Disaster Managerment and Public Safety - 30,029,060 (30.026.060)

208,189,008 273,732,190 24,456,815 273,677,464 278,963,862 (5,286,398)

22,550,404 (22,559,404)
1,314,915 (1.314.916)
3,927,221 (3127.221)

FoE 4 g

[ T |
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Appendix E(1)

Actual versus Budget(Revenue and Expenditure) for the year ended 30 June

2021
Current year Current yoar
2020 2020
Act. Bal. Adjusted Variance Explanation of Significant Varfances
budget greater than 10% versus Budget
Rand Rand Rand Var

Revenue
Operationad income B25 856 1,208,684 (382,728) (31.7)Refer to nota 38
Rental of facilities ana 403 535 360,000 43 535 12.1 Relartonote 38
atuipment
Interest receivad 5,854,208 10,800,000 (3,645,792} (24.7)Refer te note 38
Dividands raceived 137,544 140,000 (2,456) (1.8)
Government grants & 280 B3B8, 212 289,875,536 162,676 0.1
subzidies
Fines and penaltias 106,000 - 100,000 -
Donations in kind 29,550 - 29,550 -

298,188,005 201,884,220  (3.695.215) {1.2)
Expenses
Employee related cost  (150,260,267)(151,995,228)  1,725850  (i1)
Ramuneration of (16,368 068) (17,861,222) 1,492,354 (B.4)
coungillors
Autclit fees (3,233,793) (3,234,500) 707 -
Depreciation and {11,0562,043) (11,052,698) 656 -
armortisation
Pravision for bad debts (6,099,343) (6,138,085) 38,742 (0.6
Finance cogts {17,132,877) (17,144.648) 11,771 (0.1)
Repairs and maintenance  (2,059,871)  (2,208,993) 149,122 (8.3)
Contracied services (1.416,090) (1,416,960) g7o  {G.1)
Gramts and subsidies paid  (8,827,028) - (8827,028) -
Qperational expenses (68.225,405) (74,111,324) 15,885,919 (21.4)Refer to note 32

Other revenue and costs

Loss on disposal of
ELETA

Gatn on fair value
adjustments
Actuarial gain

Met surprhes! (deficit) for

the year

(274,684,585)(285,163,656)

10,479,071 {3.7)

{256,969) w (256,969) - Refer jo note 38
174,364 - 174,364 . Rofor to note 38
1,035,000 - 1.035,000 _ Raleria note 34
952 395 " 952,305 -
24,456,818 16,720,564 7,736,251 46.3
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Appendix E(2)

Municipality

Ghief Whip

Corporate Services
Disaster Management
Executive Mayor
Finance & SCM
internal Audit

LED & Tourism
Municipel Heaith
Municlpal Manager
Pianning Deparfmant
Rural Davelpment
Sacial & Transversial ssues
Speakar

Technical Harvices
Mayeral Committee

Budget Analysis of Capital Expenditure as at 30 June

2021
Additions Revised Variange  Variance Explanation of
Budget significant variances
from budget
Rand Rand Rand %
17,000 17,000 - -
872,147 880,000 7,853 1
a5 461 100,000 4,639 5
32,603 35,000 2,387 7
1,586,738 2,305,764 718,026 31 Refer (e note 38
83,926 20,000 6.454 T
2188819 3,000,000 811,381 27 Referto note 38
321,009 350,000 28,981 8
41,088 456,000 3,912 9
25500 26,006 100 -
58,807 60,000 3,193 L
178,037 180,000 1,963 1
5498945 7088764 1,589,819 22
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