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CHAPTER ONE: MAYOR'S FOREWORD AND EXECUTIVE SUMMARY

COMPONENT A: MAYOR'S FOREWORD

1
Sakhisizwe Local Municipality celebrates the receipt of an

Unqualified Audit Outcome from the Auditor General South

Africa, which is an indication of the municipality’s significant

improvement in the reporting year "

I am thrilled to present the Sakhisizwe Local Municipality Annual Report for the 2024/2025
financial year. This report indicates the franslation of the SDBIP amongst other plans into fangible service delivery
milestones. The legislative Framework dictates that each municipality must comply by compiling an annual
report on the performance of its approved integrated Development Plan, which was simplified into the Service
Delivery and Budget Implementation Plan for the year under review. The SDBIP is a social contract between the
municipality and the communities of Sakhisizwe Local Municipality.

A transformed and developmental system of local government needs to function as a truly accountable,
effective, and efficient sphere of government. It must play a key role in combating the war against poverty and
in the active promotion of social and economic upliftment of our communities.

Our municipality is guided by our strategic document, the IDP, which must be reviewed annually to ascertain
alignment with the aspirations, needs, and wishes of our communities. We must elevate our council, our
administration, and our workforce to a level of achieving goals by promoting participation and fransformation.
Our strategic focus should be to develop, acquire the art and the ability of opfimising strategic resources in our
disposal.

The Municipality has received MIG, INEP, EPWP and MDRG grants. On the MIG funded Capital projects, the
following roads were completed; Manzana Access Road, Elliot Internal Streets, Qokolo Koppitjie and Phase 1
Cala Sport field. There are four MDRG projects implemented under the year in review:

» Paving of Masibambane internal street

= Paving of Takalani internal street

= Rehabilitation of Lower Langanci access road
» Rehabilitation of Upper Indwana access road

The following are roll-over projects which were completed during the year under review:

= Rehabilitation of Jonini, Ngcangcazela and Polar Park access road
= Rehabilitation of Sifonondile culvert and Lahlangubo access road
= Rehabilitation of Zingquthu access road inclusive of two bridges.

= Rehabilitation of Luxeni culverts

= Rehabilitation of Lapesini culverts

The INEP funded projects of the following wards have been connected:

= Ward 4: Cala Reserve
= Ward é: Polar Park and New City
= Ward 7: Chamama, Mdeni, Mboniselo, Mtyatya and Thembeni




The total number of households connected is 146.
CHALLENGES

The municipality’s performance has indicated stagnation in the reporting year due to the regression in
performance in some of our departments whilst others have registered a notable upward frajectory. Amongst
the emerging challenges were households that were not connected to the ESKOM grid, however, during the
year under review the municipality with ESKOM resolved the issue of 100 infills which were connected and
energised at Ward 3, ward 5 and ward 8.

The development of farms and rural roads is another hot spot for the municipality, however the municipality has
committed to the installation of solar panels, this is a project planned for the next financial year which will assist
in energising local farms and brings us a step closer to developing our farms.

The municipality still faces challenges with completion of housing units; the housing development at Elliot Old
Location and Polar Park is still ongoing. Mud and Prefab schools are still in existence in areas such as Hota,
Gubenxa and Lusindiso Junior Secondary Schools.

OPERATING ENVIRONMENT

The 2024/2025 Annual Report is the fourth in this five-year term to be tabled as mandated by the legislative
authority. The municipality’s obligation is to ascertain that we deliver services to the communities and ensure
democracy prevails.

PUBLIC PARTICIPATION

Public participation is ensured through the following methods in line with legislation:

*  Mayoral Imbizo’s

» IDProadshows

= |DP and Budget Rep Forum

»  Ward Committee Meetings.

»  Community meetings.

*» Radio talk shows

» Inter-governmental Relations

= Petitions response through Community Meetings
» Presidential Hotlines & Walk-ins
=  Warrooms: services on wheels
» Special Programs Unit

The report | am presenting is a true reflection of the performance of the institution | am entrusted with leading.
Together with Sakhisizwe Communities, we strongly believe that we can build a better and prosperous
municipality through the involvement and collaboration of various stakeholders that stand to benefit the future
generation. These stakeholders range from but not limited to the private sector, non-governmental
orgginizations, as well as community-based organizations.

g

MAYOR
CLLR B.E PONOSHE




COMPONENT B: EXECUTIVE SUMMARY — MUNICIPAL MANAGER'S OVERVIEW

(13
it is worth extending a word of gratitude to politicians,
functionaries and all stakeholders as they made it possible to
realise an unqualified audit outcome and the delivery of services
to our communities in a dignified manner. ”

The Annual Report for the 2024/2025 financial year has been compiled in accordance with section 46
of the Local Government: Municipal Systems Act, No. 32 of 2000 (as amended), section 127 (2) of the
Local Government: Municipal Finance Management Act, No. 56 of 2003, Constitution of the republic of
South Africa, Section 155 (1), section 156 (1-5) as well as accompanying circulars, templates, and
guidelines. This report is comprised of the Annual Performance Report which has been prepared in line
with National Treasury Guidelines, the Auditor General’s report, and Annual Financial Statements.

The report records the performance and progress made by Sakhisizwe Local Municipality in fulfilling its
strategic objectives contained in the Integrated Development Plan (IDP), Institutional Scorecard as well
as the Service Delivery and Budget Implementation Plan (SDBIP) approved by Council for the year under
review. During the year under review, the municipality intensified its basic service delivery programmes
through the implementation of infrastructure projects utilising resources from the national fiscus such as
the Municipal Infrastructure Grant and the Municipal Disaster Recovery Grant.

The municipality’s high importance and high impact projects for the year under review has brought
about construction of Cala Sport field which will remain a legacy project to be witnessed by future
generations. This means that the municipality does not focus only on single bottom line but focuses on
triple bottom line (Financial, Social and Environmental focus).

It is correct to admit that the municipality is grant dependent, despite that, the municipality has
observed its debts during the year under review.

Fundamentally, the municipality discharged its mandate focusing on the holistic development of the
community of Sakhisizwe. This simply means basic services and the other aspects as envisaged by
Section 152 of the Constitution of the Republic of South Africa 1996. The municipality’s resilience and
adherence to its mandate is assessed through the following Key Performance Areas:

KEY PERFORMANCE AREAS- KPA
» Good Governance and Public Participation
» Service Delivery and Infrastructure Development
» Local Economic Development
* Municipal Transformation and Organisational Development
*» Financial Viability and Management

=  Spatial Development framework




The municipality has formed meaningful strategic partnerships with various stakeholders; COGTA has
capacitated the municipality with CPW, the Department of Transport has assisted by building animal
pounds and maintaining the social infrastructure leading to the areas harnessing the economy of
Sakhisizwe.

Provincial Treasury assisted with the capacitation of soft skills to both administration and political arms of
the institution to reinforce the culture of compliance.

The risk assessment that was conducted by the municipality identified these top five risks:
= Low revenue collection
» Unlicensed landfill site
» Roads and storm-water infrastructure
= Poor ICT infrastructure
» Loss of institutional information

In conclusion, the work done during the 2024/2025 financial year comes as a result of high-level
commitment by politicians, functionaries and all the stakeholders of Sakhisizwe LM which has
subsequently resulted in an improved audit opinion by the Auditor General South Africa. In that
regard it is worth extending a word of gratitude to them as they made it possible to realise an
unqualified audit outcome and the delivery of services in a dignified manner.

STHEApE
SG SOTSHONGA
MUNICIPAL MANAGER




MUNICIPAL OVERVIEW

MUNICIPAL FUNCTIONS

The primary role of the municipal council is that of political oversight of the municipality’s functions,
programmes, and the management of the administration. All the powers of local government are
vested in the municipal council. It has the power to make by-laws (legislative authority) and the power
to put those laws into effect (executive authority). The municipal council has executive and legislative
authority over the matters set out in Part B of schedule 4 and Schedule 5 of the Constitution.

The municipality may also administer any other matter assigned to it by national or provincial legislation.
In administering the matters assigned to local government, the municipal council must strive within its
capacity to achieve the Constitutional objectives of local government. The roles and responsibilities
within Local Government that inform these constitutional objectives are:

» To provide democratic and accountable government for local communities
» To ensure the provision of services to communities in a sustainable manner

» To promote social and economic development

» To promote a safe and healthy environment; and

» To encourage the involvement of communities and community organisations in the matters of local
government.

The Constitution also assigns developmental duties to municipalities. Section 153 provides that a
municipality must:

Structure and manage its administration, budgeting and planning processes to give priority to the basic
needs of the community, and to promote the social and economic development of the community
and participate in the national and provincial development programmes in terms of the Local
Government: Municipal Structures Act, No. 117 of 1998.

Ensure that the municipal council meets quarterly. The Act also requires the Council to conduct an
annual review of community and prioritise its processes for involving the community, its organisational
and delivery mechanisms as well as its overall performance in achieving the constitutional objectives
outlined above.

The municipal council makes decisions concerning the exercise of all the powers and the performance
of all the functions of the municipality. The Constitution confines the performance of certain functions
to the municipal council alone. These functions may not be delegated by the council under any
circumstances:

»  Approval of Budgets
» Passing of By-laws
» |mposition of rates, other taxes, levies, and duties

» Raising of loans




Some functions may be delegated; however, responsibility and liability remain with the municipality,
and these are:

1. Electricity delivery

Water for household use
Sewage and sanitation
Storm water systems
Refuse removal
Fire-fighting services
Municipal health services

Decisions around land use

A T o L T

Municipal roads

o

Municipal public transport

—_
—_—

Street trading

N

Abattoirs and fresh food markets

w

Parks and recreational areas

»

Libraries and other facilities

o

Local tourism




INTRODUCTION TO BACKGROUND DATA
SAKHISIZWE DEMOGRAPHIC PROFILE

Sakhisizwe Local Municipality is a Category B municipality (area: 2355km?) situated within the Chris Hani
District in the Eastern Cape Province made up of the main town of Cala and Khowa as well as the
surrounding rural villages and farmes.

The municipality is bordered by the Joe Gqgabi District to the north, Intsika Yethu to the south, Dr AB Xuma
to the east, and Emalahleni to the west. The municipality is the smallest of six in the district, making up
6% of its geographical area. Sakhisizwe is an isiXnosa name meaning ‘we are building the nation'.

Sakhisizwe is a category B4 type witch is mostly rural (61%) and as a result, has a low revenue base.
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Population by age

0-4 7918 6778
5-14 14199 12 665
15-34 20 438 19 835
35-59 13812 16 302
60 + 6788 8 401

Source: Statistics South Africa, Census 2022

Household characteristics and access to services

Number of households

Table 2.1: Distribution of households and household size

EC131:Inxuba 26,00% 18 463 3,6 22 994 3.4
Yethemba

EC135: Intsika 90,40% 41790 3,6 32 207 4
Yethu

EC136: Emalahleni | 77,40% 32 005 3.8 32 771 3.9
EC137: Engcobo | 92,20% 37 214 4,2 24 307 55
EC138: Sakhisizwe | 74,70% 16 016 3.9 17 355 3,7
EC139: Enoch 29,90% 68 354 3.7 96 791 31
Mgijima

Source: Statistics South Africa, Census 2022
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Household characteristics and access to services

Number of households

Table 2.1: Distribution of households and household size

ECI31: — Inxuba |, o 18 463 3.6 22 994 3.4
Yethemba

EC135: Intsika | 54 40% 41 790 3.6 32227 4
Yethu

EC136: Emalahleni | 77,40% 32005 3.8 32771 3.9
EC137: Engcobo 92,20% 37 214 4,2 24 307 5,5
EC138: Sakhisizwe | 74,70% 16016 3.9 17 355 37
EC139: — Enoch | oo 909 68 354 3.7 96 791 3.1
Mgijima

Table 4.4.2: Distribution of households by source of energy for cooking

ECI3T: InxUba | gss | 491 1256 17672 | 4901 389
Yethemba

EC135: Infsika Yethu | 18 710 1907 21088 | 19785 10333 | 2072
EC136: Emalahleni | 19 400 1022 11524 | 22744 | 8037 1833
EC137: Engcobo 13 268 1633 22222 | 14614 | 7006 2565
EC138: Sakhisizwe | 9 482 529 5963 11810 | 4585 924
EC139: Enoch | £, 579 ] 552 11639  |72024 | 21169 | 3449
Mgijima
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Source: Statistics South Africa, Census 2022

Socio Economic Status
60%

50%

40%

30% M Year-1
M Year O

M Year1

20%

10%

0%

Housing Backlog as Unemployment Rate  Proportion of Households Proportion of Population HIV/AIDS Prevalence Illiterate people older
proportion of current with no Income in Low-skilled than 14 years
demand Employment

SERVICE DELIVERY OVERVIEW

SERVICE DELIVERY INTRODUCTION

Sakhisizwe is a developing local municipality which is expected to ensure sustainable
delivery of services through its direct channels through collaboration and facilitation of
conftributions from various stakeholders and development agencies operating in its
jurisdiction.

Service delivery is the main priority for the council with the municipality’s strategic focus
directed at road and storm water improvement, electricity as well as refuse collection.
The municipality experiences extremely bad roads due to heavy rains. The MIG funding
received by the municipality prioritized high impact capital projects and the funding was
spent effectively and efficiently resulting in completion certificates issued to the service
providers.

The municipality grappled with the implementation of the Electricity Master Plan in order
to fulfil the aim of achieving universal access to electricity. The access to electricity is but
one of the milestones that the municipality has achieved since the inception of the wall
to wall concept.

The Municipality experienced a flood disaster during January 2023 where most of our rural
and urban roads were impair beyond usable status. The Municipality therefore through
the declaration by the District Disaster Management Centre,thus we were funded for
R3 926 000 for FY 2023/24, R35 515 000 for FY 2024/25 and R35 516 000 for FY 2025/26.

13



ACHIEVEMENTS
ROADS

Sakhisizwe Local Municipality is predominantly a rural municipality made up of gravel
roads, some tarred roads, and a few paved roads, the MIG funded Capital projects are
comprised of two categories; multi-year projects and once-off projects. The following
roads under these categories were completed in the reporting year:

Category 1: Once off Projects

=  Manzana access road
=  Askeaton Access road.

Category 2: Multi-year projects
The following projects are still in progress:

= Construction of Cala Sports Facility
=  Rehabilitation of Elliot Internal Streets.
= Qokolo to koppetjie Phase 3

Four MDRG projects were completed by end of June 2024/2025 financial year, namely:

= Paving of Masibambane internal street

= Paving of Takalani internal street

= Rehabilitation of Lower Langanci access road
= Rehabilation of Upper Indwana access road

The following are roll-over projects completed during the year under review:

» Rehabilitation of Jonini, Ngcangcazela and Polar Park access road
» Rehabilitation of Sifonondile culvert and Lahlangubo access road
= Rehabilitation of Zingguthu access road

= Rehabilitation of Luxeni culverts

= Rehabilitation of Lapesini culverts

BRIDGES AND CULVERTS

The municipality, working hand in glove with the Provincial Department of Roads and
Transport constructed and completed the following projects:

= Jonini Access Road, Ngcangcazela Crossing and Polar Park internal streets
» Lahlangubo Access Road and Sifonondile Culverts

= Luxeni Culverts

= Zingquthu Access Road

= Ntlanjeni Access Road

14



ELECTRIFICATION

The INEP funded projects of the following wards have been connected:
Ward 4: Cala Reserve

Ward é: Polar Park and New City

Ward 7: Chamama, Mdeni, Mboniselo, Mtyatya and Thembeni

The total number of households connected is 146.

EPWP

The programme created 85 temporal employment opportunities with an expenditure of
R 1 422 000.00 in the current reporting year.

REFUSE COLLECTION

The refuse collection component of service delivery in the municipality is functional, with
refuse collection being collected in four wards (Ward 1, 2, 4 & 5). The municipality
auctioned some of its fleet, which included two old refuse collection trucks.

Refuse collection takes place in townships at both towns of Cala and Khowa. In addition
to refuse collection, the municipality undertakes cleaning campaigns to combat illegal
dumping sites. Both towns are kept clean by also encouraging clean and healthy
communities, this is achieved through waste bin distribution to residents. Waste bins are
installed in both towns along the main roads to discourage littering.

LOCAL ECONOMIC DEVELOPMENT

The municipality supported 27 beneficiaries in the reporting year with livestock, seedlings,
livestock medication as well as gardening tools. Compilation of the draft LED Strategy is
still ongoing with guidance from CoGTA. Whilst the strategy is being formulated, service
delivery to the Sakhisizwe community is ongoing in an effort to ensure poverty reduction
through support to local entrepreneurs with a special focus on agriculture.

15



HOUSING

Destitute Programme 10 / 64 housing unifs

have been built

Destitute 64 7 housing units have | The Department of Human

been handed over to | Settflements administers late
beneficiaries at | payments to contractors.
Mceula, ward 7. Building plans approval delay
21 housing units were | processes

under construction

1269 Programme 899  housing  units | N/A.
completed at
Tsengiwe, Mnxe, Lower
Cala and Cala
Reserve, ward 6.

1393 Programme 45 housing units
completed at

Mthingwevu, ward 8.

Sakhisizwe Local Municipality has the following projects in place:

CHALLENGES

Sakhisizwe Local Municipality experienced heavy rainfall in the year under review; roads
were damaged, bridges were washed away, and a few households were affected.
Climate changes across the globe have had negative effects on infrastructure, as a
result; national, provincial, district and local roads were all affected. Other service
delivery challenges include:

Lack of funding

Insufficient budget for services

Lack of adherence to SPLUMA and National Building Regulations which leads to
confraventions and building of unsound structures

Neglected buildings of the Department of Public Works and Infrastructure attract
criminal activities and are also unsafe for the public

Bridge infrastructure is a major challenge

Road’s infrastructure

Storm water drainage infrastructure

Current funding model by National Treasury is skewed towards the advantaged
municipalities

High crime rate manifesting itself through stock theft and GBV/F

Low revenue base

Litigations

ICT infrastructure leading to poor network coverage and lack data backup systems



NATURAL RESOURCES

The municipality is in possession of the following natural resources which present the
municipality with the opportunity to attract investors and aid the improvement of local
economic development.

Agriculture The sector comprises of small farming units in crop and
livestock farming.

Manufacturing The sector is an opportunity for the municipality and is yet
to be explored optimally pending the completion of the
land acquisition process.

SMME development The sector is functional and it is comprised of the hawker
market stall, arts and craft cenfres and a business
information centre. The municipality collaborates with
relevant stakeholders in capacity building workshops as
well as rendering developmental support to existing
SMME's.

Tourism Tourism in the Sakhisizwe area is rural tourism. This type of
tourism involves activities such as community-based
tourism,  cultural  tourism, heritage-based  tourism,
adventure tourism, guest farms, back packing, horse riding
and Agri-tourism.

Mining Sakhisizwe Local Municipality does not have a formal
mining sector, however, there is river sand that the
municipality has an opportunity to explore.

Forestry The focus in this sector is on timber and processing. The
municipality has the opportunity to collaborate with
relevant stakeholders in developing this sector.




FINANCIAL HEALTH OVERVIEW

The municipality managed its obligations to all third parties which were paid timeously
(Eskom, SARS, and Auditor- General). Despite having implemented the Revenue
Enhancement Strategy as a remedial action to the challenge of revenue collection, the
municipality struggled to collect optimally, however, the municipality has adopted a debt
incentive programme as a strategy to reduce its debt book.

The Municipality has developed a Financial Strategy to mitigate against financial
pressures which includes:

= Maximising revenue generation

= Debt collection

= Increasing indigent support

= Tariff increases above the projected inflation in some services
= Curtailing of expenditure

In general usage, this financial plan is a budget outlining spending and saving of future
income. The plan allocates future income to various types of expenses, such as salaries,
insurances, reserves, and some income for short-term and long-term savings. The focus
will also be to increase investment income through interest earned through funds not
immediately in demand, which allocates savings to various assets and/or projects
expected to produce more revenue.

The 2024/2025 Budget Review emphasised that, while the global economic growth
outlook has continued to decline, it is clouded by the prevailing policy uncertainty due
to the increasing pressure within the world trading system, resulting from the pandemic
that has lasted for the past three years. These factors may jeopardise South Africa’s
prudent macroeconomic and fiscal policies, which include inflation targeting and a
flexible exchange rate, as well as the local economy’s ability to adjust to global volatility
and the stable investment platform.

The Local Government Budget and Expenditure Review document highlights the
following areas as requiring particular attention when preparing municipal budgets:

» Revenue management - To ensure the collection of revenue, municipalities need to
ensure that billing systems are accurate, send out accounts to residents and follow up
to collect revenue owed.

= Collecting outstanding debts - This requires political commitment, sufficient
administrative capacity, and pricing policies that ensure that bills are accurate and
affordable, especially for poor households.

= Pricing services correctly — The full cost of services should be reflected in the price
charged to residents who can afford to pay. Many municipalities offer overly generous
subsidies and rebates that result in services being run at a loss, resulting in funds being
diverted away from other priorities.

= Under spending on repairs and maintenance - Often seen as a way to reduce
spending in the short term, under spending on maintenance can shorten the lifespan
of assets, increase long-term maintenance and refurbishment costs, and cause a
deterioration in the reliability of services.
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= Spending on non-priorities — Many municipalities spend significant amounts on non-
priority items including unnecessary travel, luxury furnishings, excessive catering, and
unwarranted public relations projects. Use of Consultants is also seen as one of the

Municipalities must focus on maximizing its contribution to job creation by:

= Ensuring that service delivery and capital projects use labour intensive methods
wherever appropriate.

= Ensuring that service providers use labour intensive approaches.
= Supporting labour intensive LED projects
= Participating fully in the Extended Public Works Programme

= Implementing internship programmes to provide young people with on-the-job
fraining.

One of the key issues identified for the sustainability of Sakhisizwe Local Municipality is
expanding its revenue base whilst remaining financially viable and sustainable. The
objectives are therefore to provide effective, efficient, and coordinated financial
management and financial accounting. This financial plan includes the assumptions used
when compiling the operating and capital budget, financial strategies as well as the
accounting policies and includes national and provincial priorities.

ORGANISATIONAL DEVELOPMENT OVERVIEW

Sakhisizwe Local Municipality has a total number of 141employees, comprising of seventy
(70) African males; one (1) white male, one (1) coloured male and sixty-nine (69) African
females. All Section 56 and 54 positions are filled.

The workforce management within Sakhisizwe local municipality includes but is not limited
to:

= Payroll and benefits

= HR administration

= Time and attendance

= Career and succession planning

= Performance management

= Absence and leave management.

The emphasis of workforce management is on improving operational efficiency,
compliance with a wide range of relevant legislation and solving business problems
related to staff.

The municipality has an employment equity policy as well as an Employment Equity Plan
in place which was adopted by Council in the year under review. When filing vacancies,
the Employment Equity policy is implemented to ensure compliance.
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SKILLS DEVELOPMENT

The skills development component of the municipality has seen a notable improvement
in the reporting year, with a budget allocation of R361 750.00 for skills development as
well as the following grant allocations:

=  Mandatory grant R60 327,87
= Discretional grant R792 000.00

The Municipality received the following grants allocations for internships:

LGSETA Discretionary grant

R 792 000.00

Municipal Finance Management grant R 419 557.80

WIL

R 126 000.00

Employees have been capacitated as follows:

licenses.

NAME OF QUALIFICATION NUMBER OF PEOPLE TRAINED EXPENDITURE
Municipal Finance | 21 R 602 000.00
Management Development

Programme

Higher Certificate in Public | 2 R 998 440.00
Administratfion and

Management

Grade A Examiner for driving | 1 R 31 946.00

LABOUR TURNOVER

The municipality faces a challenge in retaining its workforce which is a consequence of
its rural nature with low revenue collection. As a remedial action, the municipality thus
adopted and reviewed its Retention Strategy on 28 May 2025.

MATTERS RELATED TO LABOUR RELATIONS

The municipality has sound relations with organised labour; SAMWU and IMATU. Its Local
Labour Forum meetings were held as per council calendar and the municipality is an

active member of the District Job Evaluation Committee.

The municipality has one pending disciplinary case, no suspensions, and no dismissal in

the year under review.
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STATUTORY ANNUAL REPORT PROCESS

Consideration of next financial year’'s Budget and IDP process plan. Except for
the legislative content, the process plan should confirm in-year reporting
formats to ensure that reporting and monitoring feeds seamlessly into the
Annual Report process at the end of the Budget/IDP implementation period

Implementation and monitoring of approved Budget and IDP commences (In-

2 year financial reporting). July
3 Finalise the 4th quarter Report for previous financial year
4 Submit draft year 1 Annual Report to Internal Audit and Auditor-General
5 Municipal entities submit draft annual reports to MM
6 Audit/Performance committee considers draft Annual Report of municipality
and entities (where relevant)
8 Mayor tables the unaudited Annual Report
Municipality submits draft Annual Report including consolidated annual August
9 . . .
financial statements and performance report to Auditor General
10 Annual Performance Report as submitted to Auditor General to be provided

as input to the IDP Analysis Phase

Auditor General audits Annual Report including consolidated Annual Financial | September
Statements and Performance data - October

12 | Municipalities receive and start to address the Auditor General’s comments

Mayor tables Annual Report and audited Financial Statements to Council

13 complete with the Auditor- General’s Report November
14 | Audited Annual Report is made public, and representation is invited

15 | Oversight Committee assesses Annual Report

16 | Council adopts Oversight report

17 | Oversight report is made public December
18 | Oversight report is submitted to relevant provincial councils

19 Commencement of draft Budget/ IDP finalisation for next financial year. January

Annual Report and Oversight Reports to be used as input




CHAPTER 2: GOVERNANCE

INTRODUCTION TO GOVERNANCE

The governance system of Sakhisizwe municipality and its operation is based on the
legislative framework of local government, i.e. the Municipal Structures Act, Municipal
Systems Act, Municipal Finance Management Act, and other laws pertinent to the local
government sector. Sakhisizwe municipality has always endeavoured that the
governance system, comprising of the Political and Administrative arms, operated
effectively, and complied with laws, regulations, and policies. However, there were
instances of non-compliance which were identified from the compliance checklist
register through the assistance of the Audit Committee. The impact of the identified non-
compliance was high as it resulted in the municipality being penalised.

These challenges with compliance have inspired the municipal workforce as well as
political leadership to develop a concerted attitude on governance, and this has in fact
resulted in improved service delivery, financial management and audit opinion.
Notwithstanding the above, the municipality is conscious of the fact that there is still room
to improve its governance system by ensuring that enduring returns are realized, in the
form of a clean administration or unqualified audit opinion without matters.

COMPONENT A: GOVERNANCE STRUCTURES

POLITICAL GOVERNANCE

The mayor of the municipality, Clir. B. E. Ponoshe assisted by the executive committee, is
entfrusted with an all-encompassing strategic and political responsibility. The mayor is the
nucleus of the governance system and its effectiveness in ensuring efficient, economical,
and effective financial management. The executive powers are vested in her to oversee
the day-to-day operations of the municipality assisted by the municipal manager.

In the table below is the reflection of the executive management of Sakhisizwe LM for the
year under review:

Councillor B. E. Ponoshe Hon. Mayor
Councillor N. Mkati Council Speaker
Councillor M. Nggayimbana Portfolio Head: Finance and Administration

Portfolio Head: Infrastructure & Integrated planning

Councillor M. Malungisa Portfolio Head: Social needs and community service




FULL LIST OF SAKHISIZWE MUNICIPALITY COUNCILLORS

1. [ClIr B. E. Ponoshe Mayor PR 082 474 9675
2. |ClIir N. Mkati Speaker PR 060 551 1502
3.  |Clir M. Mxhonywa Councillor PR 063 437 3473
4.  Clir M. Nggayimbana Councillor PR 083 585 9302
6. |Clr A. Mpakane Councillor PR 064 177 0925
7. |Clr W. M. Kumsha Councillor PR 083 861 0634
8. |Clir A. Mbebe Councillor PR 073 318 7319
9. |ClIr Z. J. Phonoshe Ward 1: Councillor |1 072 841 9333
10. |ClIr V. Filani Ward 2: Councillor |2 060 723 4997
11. [Clir N. S. Nopote Ward 3: Councillor |3 083 505 7819
12. |ClIr N. Miso Ward 4. Councillor |4 072 143 6581
13. |ClIr L. Thulelo Ward 5: Councillor |5 061 581 0589
14. |ClIr N. Stofile Ward 6: Councillor |6 071 397 9025
15. [Clir T. Mayongo Ward 7: Councillor |7 083 883 9263
16. |ClIr P. Mahlombe Ward 8: Councillor 8 079 030 8384
17. |ClIr T. Tasana Ward 9: Councillor |9 083 984 8261

Note: MFMA S52 (a): The Mayor must provide general political guidance over the fiscal
and financial affairs of the municipality:

1. [ClIr B. E. Ponoshe Mayor PR 082 474 9675
2 ClIr N. Mkati Speaker PR 060 551 1502
3.  |Clir M. Mxhonywa Councillor PR 063 437 3473
4 Clir M. Nggayimbana Councillor PR 083 585 9302
5 Clir M. Malungisa Councillor PR 061 549 3314
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POLITICAL GOVERNANCE

POLITICAL STRUCTURE

Clir Mbulelo Mxhonywa
CHIEF WHIP

Clir Boniswa Ponoshe Clir Nosive Mkati
MAYOR COUNCIL SPEAKER

The Executive Committee is made up of the following political and administrative staff:

= Mayor as the Chairperson
= Portfolio Heads
=  Municipal Manager and Directors

Clir Mzwamadoda
Nggayimbana
LOLS PORTFOLIO HEAD:
CHAIRPERSON: INFRASTRUCTURE AND REDP
EXCO FINANCE AND ADMIN

Clir Monwabisi Malungisa
PORTFOLIO HEAD:
COMMUNITY SERVICES
AND SOCIAL NEEDS

Clir Boniswa Ponoshe
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ADMINISTRATIVE GOVERNANCE

Good governance, as embraced by the municipality, has the following major
characteristics; Participatory, Rule of law, Transparency, Responsiveness, Consensus
Orientated, Equity and inclusiveness, Effectiveness and efficiency, Accountability, and

Sustainability.

These characteristics ensure that corruption is minimized, the views of minorities are
considered and the voices of the most vulnerable in society are heard in decision-making.
It is also responsive to the present and future needs of society. In giving effect to good
governance, the municipality has configured the following administrative structure to
advance the mission of council effectively, economically, and efficiently:

Sibongile
Sotshongaye
MUNICIPAL MANAGER

Mahlubi Phamla
DIRECTOR:
RURAL ECONOMIC
DEVELOPMENT AND
PLANNING

Nontsikelelo Nolawu
CHIEF FINANCIAL
OFFICER

Camagwini Mkabile
DIRECTOR:
TECHNICAL SERVICES

Fezekile Mphako
DIRECTOR:
CORPORATE SERVICES

Pumeza Mngcita
DIRECTOR:
COMMUNITY SERVICES
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COMPONENT B: INTERGOVERNMENTAL RELATIONS

Intergovernmental relations take into consideration structured relationships among
various stakeholders involved in the pursuit of a shared vision, service delivery through the
collaboration of resources. This important mechanism encourages integrated and
synergized efforts towards planning and implementation of service delivery plans. This is
important because government operates a three-tier system, constituting National and
Provincial government, District municipalities and Local municipalities, and all these
branches of government share a core objective of servicing the same communities,
therefore requiring cutting-edge integration and synergy.

Sakhisizwe Local Municipality is represented in various intergovernmental platforms and
forums such as the MUNIMEC, DIMAFO at provincial and district levels of governance
through the leadership of the Mayor and the Municipal Manager respectively.

Nationally Sakhisizwe municipality is represented by the accounting officer. The Mayor is
a member of the Provincial Political MUNIMEC, whereas the municipal manager is a
member of the Provincial Technical MUNIMEC.

PROVINCIAL INTERGOVERNMENTAL STRUCTURE

Sakhisizwe is represented in all provincial intergovernmental structures, namely:
= District IDP Representative Forum

* Provincial Munimec

= DIMAFO

= |GR Forum

DISTRICT INTERGOVERNMENTAL STRUCTURES

At a district level all local municipalities under the Chris Hani District Municipality
established a District Mayors’ Forum (DIMAFO) to engage on issues pertaining to and
affecting service delivery within the district. The municipality participates fully in the district
cluster meetings.
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COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION

COMMUNICATION, PUBLIC PARTICIPATION AND FORUMS

Sakhisizwe Local Municipality recognises that communities have a right to access information,
tfransparent communication regarding municipal business as well as a responsibility to
participate in local government affairs and the decision-making processes of the municipality.
Sakhisizwe municipality subscribes to the principles of Batho Pele meaning that those elected
to represent communities politically and administratively, must always put peoples’ needs first.

The municipality therefore has a legal and political responsibility to ensure regular and effective
communication with its communities, as enshrined in the Constitution of the RSA Act 1996 and
other statutory enactments. This obligation requires high levels of fransparency, accountability,
openness, participatory democracy, and direct two-way communication with communities in
order to effectively and efficiently translate the wishes of its communities into tangible service
delivery.

Sakhisizwe Local Municipality has conducted a range of public meetings in the current year
under review led by the office of the mayor and the office of the speaker.

PUBLIC MEETINGS

Nature and purpose | Date of events Number of | Number of | Number of | Manner of
of meeting participating | participatin | Communit | feedback given to
Municipal g y community
Councillors Municipal members
Administrat | attending
ors
Community  Needs | October 2024 2 2 55 Ward based
Analysis Public priorities
Meeting
4 3 29 Ward based
priorities
6 2 14 Ward based
priorities
2 2 50 Ward based
priorities
2 3 31 Ward based
priorities
4 4 56 Ward based
priorities
3 2 45 Ward based
priorities
2 3 39 Ward based
priorities
The Mayoral Imbizo is 5 8 92 Mayor to engage
a platform for with relevant
communities to stakeholders in




engage the
municipality on
service delivery

response to
community needs.

7 8 106 The issue of water
scarcity wdas
addressed sighting
the Water
freatment  works
that was being
refurbished  and
provision of Jojo
fanks has been
done.

issues.

2 3 86 Mayor to engage
DRDAR in response
to community
needs.

Ward 1 1 0 8 Dissatisfaction  of
poor performance
of the confractor

Ward 2 2 0 10 High crime rate
and  issues  of
service delivery

Ward 3 1 63 Update on
electrification  of
households,

installation of
temporary shelters
and services of
alternative energy

Ward 4 1 29 Discuss service
delivery issues

Ward 9 1 9 68 Services on wheels
and  community
dialogue

IDP PARTICIPATION AND ALIGNMENT

Sakhisizwe municipality consists of nine (?) wards, and each ward has ward committees
who are the first point of contact with communities, they support Ward Councillors
charged with a responsibility to be a link between the municipality and communities.
Ward committees participate in the development planning process and facilitate wider
community participation in the affairs and decision-making processes of Sakhisizwe
municipality. To this end, the municipality constantly strives to ensure that all ward
committees’ function optimally and are held accountable for seamless community
information dissemination, convening of and afttendance of meetings, ward planning
(especially with the introduction of the Ward-Based Planning), service delivery, IDP
formulation and performance feedback to communities.
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________________________________________________________________________________________________________________________________________________________________________
' The municipality has seen a drastic improvement in attendance and participation in ward

committee meetings in the reporting year. The ward committee reporting to the

municipality is indicative of an upward trajectory. The Community Development Workers

are fully functioning and are attending all municipal meetings and reporting accordingly.

Their attendance is monitored through monthly reporting and attendance of municipal
engagements.

The municipality has sound relations with citizens as public participation programs are
conducted and relations with community organisations are improving through deliberate
interactions. The municipality has quarterly Mayoral Imbizo's, and Speakers Public
Participation programmes. The Local Communicators Forum and Local Public
Participation Forum which serves as a collaborative tool between the municipality and its
stakeholders which drive service delivery within the municipality also sits on a quarterly
basis.

The Office of the Speaker has conducted the following Public Participation Programmes:

* The anti-stock theft infformation day was held at Manzimahle Community Hall with
the main objective raising awareness on stock theft and vigilantism.

* The Human Seftlements Indaba was held at Khowa Town Hall with the main
objective of conducting an environmental scanning session where the status of
RDP housing and occupation was done.

= The Electoral Democracy Programme was aimed at transferring knowledge on the
voting process, its impact in communities and why voting is essential for all citizens.

= The Access to Civic Services Information Day was held at Ehlathini Traditional
Council with the main objective of bringing services on wheels as well as
conducting awareness on stock theft and vigilantism.

= Initiation Awareness Campaigns at all high schools and Traditional Authorities are
a mechanism adopted to curb the scourge of initiate deaths. The Public
Participation unit conduct initiation campaigns are tailored for young boys in
preparing them for the custom as well as awareness campaigns directed at
parents and men who look after the initiates.

Furthermore, the municipality sits quarterly IGR and IDP Rep Forum meetings and is
currently driving its IGR functionality without an IGR Strategy, however, as a remedial
action, the municipality has delegated internally and is in the process of developing the
IGR Terms of Reference. The mayor conducts Mayoral Imbizo’s, special programmes and
radio inferviews. She is visible on social media as a mass media approach to reach a
wider pool of audiences whilst councillors sit integral stakeholder meetings and quarterly
community ward meetings.
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IDP Participation and Alignment Criteria* Yes/No
Does the municipality have impact, outcome, input, output indicators? | Yes
Does the IDP have priorities, objectives, KPlIs, development strategies? Yes
Does the IDP have multi-year targets?e Yes
Are the above aligned and can they calculate into a score? Yes
Does the budget align directly to the KPIs in the strategic plan? Yes
Do the IDP KPIs align to the Section 57 Managers Yes
Do the IDP KPIs lead to functional area KPIs as per the SDBIP?2 Yes
Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes Yes
Were the indicators communicated to the public? Yes
Were the four quarter aligned reports submitted within stipulated time | Yes
frames?e

* Section 26 Municipal Systems Act 2000

COMPONENT D: CORPORATE GOVERNANCE

RISK MANAGEMENT

Section 62 (i) (c) of the MFMA requires a municipality to have and maintain an effective,
efficient, and transparent system of risk management. The municipality’s strategic risk
register consists of 17 Strategic risks that were identified by management during the risk
assessment workshop for the 2024/2025 financial year and these risks are monitored at
both strategic and operational levels. A new chairperson of the Risk Management
Committee was appointed by council in Quarter 4 upon resignation of the previous
chairperson.

ANTI-CORRUPTION AND FRAUD
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' Section 83(c) of the MSA refers to the implementation of effective bidding structures to

minimize the possibility of fraud and corruption and the Municipal Finance Management

Act (MFMA), section 112(1) (m)(i) identifies supply chain measures to be enforced to

combat fraud and corruption, favouritism, unfair and irregular practices. Section 115(1)

of the MFMA states that the accounting officer must take steps to ensure mechanisms

and separation of duties in a supply chain management system to minimize the likelihood

of corruption and fraud. In attempting not to simply comply with legislation, Sakhisizwe

municipality has begun to institute strategies geared towards reducing the possibility of

fraud, and these include the following:

Anfti-Fraud and Corruption Risk | 2024/2025 financial | Office of MM
Assessment year

Development and Implementation of | 2024/2025 financial | Office of MM
the Anfti-corruption and Fraud strategy year

The Anti-Fraud and Corruption Policy has been reviewed and adopted by council on 28
May 2025. The Audit Committee is fully fledged and functional. Reports are produced
and submitted to the Council.

SUPPLY CHAIN MANAGEMENT

Sakhisizwe Local Municipality has a Supply Chain Management Policy in place that was
adopted on 17 May 2024. The objective of this policy is to provide a policy framework
within which the municipal manager and Chief Financial Officer can institute and
maintain a supply chain management system which is fair, transparent, efficient,
equitable, competitive, which ensures best value for money for the municipality applies
the highest possible ethical standards and promote local economic development.

The municipality has capacitated the supply chain officials in the year under review, to
ascertain that SCM officials are kept abreast on regulations and the below listed
legislations.

By adopting this policy, the council further pledges itself and municipal administration to
the full support of the proudly SA campaign and to the observance of all application
national legislation including the.

Preferential Procurement Policy Framework Act No. 5 of 2000 and its regulations.

Broad Based Black Economic Empowerment Act No. 53 of 2003 and any applicable code
of practice promulgated in terms of that act; and LG Municipal Finance Management
Act No. 56 of 2003, including the regulations relating to the prescribed framework for
supply chain management.

BY-LAWS

The office of the Municipal Manager champions and coordinates the development of
municipal by-laws, whilst the Community Services and Rural Economic Development and
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| Planning departments are responsible for the implementation thereof. Strict |
implementation of by-laws is one of the strategic focal points of the municipality as it is a

potential contributor to internal revenue generation. Primarily, strict implementation also

ensures that public order is restored in all areas within the municipality. The by-laws were

verified by the municipal legal team to test compliance with legal muster, and a budget

has been set aside for gazetting in the next financial year.

WEBSITE

The municipal website is fully functional, the ITand Communication personnel collaborate
in uploading of compliance documents.

Current annual and adjustments budgets and all budget-

related documents YES 04/06/2025
All current budget-related policies YES 09/06/2025
The previous annual report (Year -1) YES 14/04/2024
The annual report (Year 0) published/to be published YES 01/12/2025

All current performance agreements required in terms of section
57(1)(b) of the Municipal Systems Act (Year O0) and resulting | YES

scorecards 09/12/2025
All service delivery agreements (Year 0) YES 09/12/2024
All long-term borrowing contracts (Year 0) N/A

All supply chain management contracts above a prescribed No

value (give value) for Year O

An information statement containing a list of assets over a

prescribed value that have been disposed of in terms of section

14 (2) or (4) during Year 1

Conftracts agreed in Year 0 fo which subsection (1) of section 33 NO

apply, subject to subsection (3) of that section

Public-private partnership agreements referred to in section 120 NO

made in Year 0

All quarterly reports tabled in the council in terms of section 52 NO

(d) during Year 0

PUBLIC SATISFACTION ON MUNICIPAL SERVICES
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________________________________________________________________________________________________________________________________________________________________________
| The municipality has conducted public satisfaction surveys during public meetings and |
the results indicate an improved perception of the municipality citing the improved

visibility of municipal political leaders and administrative leadership in communities as well

as the projects running in local communities.

OVERSIGHT COMMITTEES

Functionality of Committees

The Council Committees are still functional and do perform their respective duties as the
municipality continues to enjoy its relative political stability.

FUNCTIONALITY OF OVERSIGHT COMMITTEES

Councill 18 Functional

EXCO 14 Functional

Standing Committees 4 Functional

MPAC 4 Functional

Audit Committee 6 Functional

Petitions Committee 4 Functional

DC Board 2 Established in Q2, functional.

Internal Audit 8 Functional (meetings with Audit
Committee & Risk Management
Committee)

IGR 4 Functional, however, poor
attendance by sector departments

Male Customary 19 Meetings held at Traditional

Initiation councils and Secondary Schools

SPECIAL PROGRAMMES UNIT
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Sakhisizwe Local municipality established all Special Programme structures at the
beginning of the current term for a period of five years. All structures are supported
through the SPU desk led by the mayor.

SPU STRUCTURES

WOMEN ACTIVE
YOUTH ACTIVE
LOCAL AIDS COUNCIL

ACTIVE
OLDER PERSON'S

ACTIVE
DISABILITY ACTIVE
MILITARY VETERANS ACTIVE

CHAPTER 3: SERVICE DELIVERY PERFORMANCE

[PERFORMANCE REPORT PART I.]

COMPONENT A: BASIC SERVICES

FREE BASIC SERVICES

The municipality’s indigent support service registration increased due to the data
cleansing informed by the Revenue Enhancement Strategy as well as capacitation from
EPWP. The municipality utilises its resources in the form of councillors, community
development workers, ward committees and the communication office to encourage
and disseminate information about indigent registration. Moreover, the municipality
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collaborates with Cogta and Eskom in conducting information sharing sessions with
communities.

SERVICES DELIVERY BACKLOG

WATER 15 805 21 1 550 9
SANITATION 16 085 93 1270 7
REFUSE REMOVAL 5874 34 11 481 66
ELECTRICITY 16798 97 557 3
ROADS 268 24 860 76
SPORTS AND 2 22 7 78
RECREATIONAL

FACILITITIES

COMMUNITY 13 100 0 0
HALL

HOUSING 4165 69 1835 31

INTRODUCTION TO WATER PROVISION

Recent legislation includes the Water Services Act 1997 and the General Enabling Act
2005. The Chris Hani District Municipality assisted the municipality with the refurbishment
of the Water Treatment Works at Khowa and compliance with Section152 of the
Constitution which clearly stipulates the mandate of citizens' right to a clean-living
environment,

Source of water for household use

35



$§T]hse]r:nb0 Inxuba | 4 004 4439 20 659 2335

EC135: Intsika Yethu 16 324 25 467 13 595 18 632
EC136: Emalahleni 18 139 13 866 21 740 11 031
EC137: Engcobo 10 230 26 984 8616 15 692
EC138: Sakhisizwe 9 932 6 083 12 906 4 450

EC139: Enoch Mgijima 55974 12 381 77 657 19135
Chris Hani 124 622 89 220 155172 71273

Source: Statistics South Africa, Census 2022

Access to Water

80
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40
M Year -1
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20 Year O
10 M Year 1
0]
Proportion of Proportion of Proportion of
households with households with householdsreceiving
access to water access to piped water 6 kl free#
points*

The graph demonstrates that access to 25 liters of potable water per day is supplied
within 200m of a household and with a minimum flow of 10 liters per minute. 6 000 liters
of potable water is supplied per formal connection per month.
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Sakhisizwe projects implemented under 2024/25 Financial Year

1 Refurbishment Elliot Water Treatment | WSIG Refurbishment of process units at WTW R15,000,000.00 Under
Works (WTW) construction
2 Refurbishment Old Elliot Waste Water | WSIG Refurbishment of process units at WWTW R 5,350,000.00 Procurement
Treatment Works (WWTW)
3 Upgrade of Cala WWTW upgrade MIG Upgrade of process units R 8,750,000.00 Project  On-
hold
(legal)
4 Rural Sanitation MIG VIP toilets for Maxongoeshoek, Mhlwazl, | R 5,000,000.00 Complete
eKuphuleni, Qhiba, Manzimdaka, Upper Mnxe,
Lower Lufutha, Nyalasa
5 Tsengiwe/Bhodwana WS Reconstruct | MDRG Reconstruct River Crossing R 954,490.00 | Under
River Crossing construction
6 Manzimdaka WS Reconstruct River | MDRG Reconstruct River Crossing R 396,498.00 | Under
Crossing construction
7 Rollwest WS Reconstruct River Crossing | MDRG Reconstruct River Crossing R 296,414.80 | Under
construction
8 Mbodlana WS  Reconstruct  River | MDRG Reconstruct River Crossing R 256,996.03 | Under
Crossing construction
9 Mdletyana WS Reconstruct River | MDRG Reconstruct River Crossing R 391,358.36 | Under
Crossing construction
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SANITATION PROVISION

Sanitation backlogs remain at 33.2% and our municipality has not been able to meet the
goal of wiping backlog for household access to basic level of sanitation (VIP Toilet). There
is a growing need for VIP toilets due to new developments and the fact that the old ones
have reached their capacity especially in the rural wards.

Table showing households by type of sanitation — Sakhisizwe Local Municipality

Sakhisizwe 5890 5760 3070 2720 17440

Source Chris Hani District Municipality IDP 2024/2025
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Sanitation Service delivery levels: Toilet facilities

EC131: Inxuba Yethemba | 16 629 909 926 21 907 584 503
EC135: Intsika Yethu 1298 24 886 15607 | 10279 19 844 2103
EC136: Emalahleni 4191 17 650 10 163 | 12 645 16 066 4060
EC137: Engcobo 1730 19 280 16204 | 6964 14 882 2 461
EC138: Sakhisizwe 3786 9 694 2535 7 801 8 508 1046
EC139: Enoch Mgijima 42 270 21019 5065 69 866 24 901 2024
Chris Hani 69 903 93 439 50 500 | 129 463 84 786 12197

Source: Statistics South Africa, Census 2022

72.5
72
71.5
71
70.5
70
69.5
69

Access to Sanitation

M Year -1

Year O
M Year 1

Proportion of households with access to
sanitation




ELECTRIFICATION

The INEP funded projects of the following wards have been connected:
Ward 4: Cala Reserve

Ward 6: Polar Park and New City

Ward 7: Chamama, Mdeni, Mboniselo, Mtyatya and Thembeni

The total number of households connected is 146 connections.

Energy: (below minimum |0 0 100 0
level)
Electricity (at least min. | 331 851 534 212

service level)

Electricity — prepaid (min. | 331 851 534 212
service level)

Minimum Service Level | 331 851 534 212
and above sub-total

Planned Connections 331 874 958 462

Minimum  Service Level 97.3% 54.2% 46%
and above percentage

Total number of |0 851 534 212
households achieved

40



The table above demonstrates the number of households that have been electrified in
the speculated years. All connections are prepaid split meter technology. Households
are distributed into three electricity usage categories:

= Households using electricity for cooking.
= Households using electricity for heating.

= Households using electricity for lighting.

Household using solar power are included as part of households with an electrical
connection. This time series categorizes households in a region according to their access
to electricity (electrical connection).

0-3 ) 6 3 3 50%
9-10 1 1 1 0 100%
11-12 1 1 1 0 100%
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EPWP

Sakhisizwe benefited 85 employment opportunities from the EPWP programme with a budget
allocation of R1 422 000.00

WASTE MANAGEMENT

The municipality is implementing its IWMP. The refuse collection component of service
delivery in the municipality is functional, with refuse collection being done in four wards
(Ward 1, 2, 4 & 5).

HOUSING

Sakhisizwe Local Municipality has a total of 17 355 households; Formal dwelling: 14441,
Traditional dwelling: 2513, Informal dwelling: 361, Other: 40. The municipality has seen an
increase in housing development.

ECI31: Inxuba | 1500y | 47 381 13 (22712 |92 165 25
Yethemba

EC135: Intska | v0se 27049 | 426 230 | 20420 | 11633 |98 77
Yethu

EC136: 17855 | 13887 | 157 106 | 27344 | 5224 146 58
Emalahleni

EC137:Engcobo | 11436 | 24687 | 641 450 | 16300 |7 784 157 66
EC138: 10335 | 4753 786 142 14441 | 2513 361 40
Sakhisizwe

EC139:  Enoch | oo 007 | 6091 2021 |315 |92928 | 1945 1662 | 256
Mgijima

The municipality facilitates the application process with regards to disaster and destitute
families to ensure that they are provided with temporal shelter by the regional and
provincial department of Human Settlements.



The municipality applied for 121 emergency housing structures at the Department of
Human Settlements and the collaboration was able to provide 43 emergency housing
structures across five wards. There is a backlog of RDP houses that are incomplete by the
Department of Human Settlement which are at risk of being vandalised.

The municipality has provided housing to both rural and urban wards. In the municipality’s
rural wards, ward 6 and ward 9 have the highest number of RDP houses and in the urban
areas ward 2, 4, 5, and 9 have the highest number of RDP houses. The municipality is
facing a backlog of housing provision across all wards with ward 7 being the most
impacted.

CHALLENGES

The RDP housing units fall prey to vandalism before they are handed over for occupation
due to delays in the hand over process of houses to their rightful beneficiaries. Also there
are reports of poor workmanship caused by a lack of monitoring and evaluation which
results to poor quality housing.
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Year -1

Total

3608

1133

Year O

Total

3672

1505

Electricity 1370 516.44 | 1 800 000.00 1677 432.70 | 122 567.30
Refuse 336 511.80 500 000.00 566 567.58 | -66 567.58
TOTAL 1707 028.24 | 2 300 000.00 2244 000.28 | 55 999.72
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COMPONENT B: ROADS

This component includes roads; tfransport; and wastewater (storm water drainage).
INTRODUCTION

Sakhisizwe Local Municipality has 777.23km of road infrastructure with 667.23 km being
gravel roads and 110 km of which are paved. The municipality’s strategy in improving
road infrastructure includes the upgrading of gravel roads to paved roads in urban areas
and townships, focusing on the main access roads. The Municipality has taken steps to
maintain all its gravel roads as they form most of its road network.

The Municipality currently faces challenges of not having an operational yellow fleet due
to unavailability of budget towards the maintenance and repair of the existing
machinery. The Municipality also has experienced flood damages which deteriorated
approximately 95% of its gravel road network and there has been a backlog in
maintenance. As a remedial action, the municipality has received assistance in the form
of yellow fleet machinery through the coordinated assistance from the Eastern Cape
Department of Transport to assist the maintenance of the road networks. Also, through
the implementation of the MIG, the Municipality has maintained most of its roads within
their suburban and peri-urban areas.

Year -2 (100 0
Year -1 [100 0
YearO (110 60
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Paving of Elliot residential streets

R7 000 000.00

4 &5 Paving of Qokolo Koppitjie Access Road Phase 3 | R3 670 350.00 1
6 Construction of Manzana Access Road R4 732 000.00 3.34
8 Construction of Askeaton to Panetjiep R4 944 000.00 1.5

2 Paving of Masibambane Access Road R 7 115000.00 0.9
5 Paving of Ndondo Square Internal streets R 10 000 000.00 1
1 Paving of Takalani Access Road R 7 500 000.00 0.9
9 Rehabilitation of Lower Langanci Access Road | R 6 400 000.00 4.5
7 Rehabilitation of Upper Indwana Access Road R 4 500 000.00 5

Service Objective xxx
Elimination ofKm of gravel
gravel roadsroads tarred
in fownships - /paved 1,5 1.4 12 1.6 3584 16 |16
(Kilometres of
gravel road
remaining)
Development| km of municipal
of municipalroads developedll5 1 4 12 16
roads as 1,358 1,4 1,6 1,6
required
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Total Operational Revenue 0.00 0.00 0.00 0.00 0.00
Expenditure: 0.00

Employees

Repairs and Maintenance 0.00 807 518,00 0.00 807 158,00  [0.00
Other 0.00 0.00 0.00

Total Operational Expenditure [0.00

Net Operational Expenditure  0.00

Year -1 1.4 0 0
Year 0O 1.358 0 0
Ani 0 0 0

Year -1 987 901.90 0 0
Year O 464 895.00 0 0
Year 1 0 0 0
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COMPONENT C: PLANNING AND DEVELOPMENT

PLANNING

Sakhisizwe Local Municipality’s service delivery priorities are:

= Township establishment.

=  Micro, small, medium enterprise to development.

= Job creation through Community Works Programme.
= Promote Tourism Sector and Heritage.

= Development of LED Strategy.

Total Operational

0 0 0 0 0
Revenue
Expenditure 0 0 0 0 0
Employee 0 0 0 0 0
Repows and 0 0 0 0 0
Maintenance
Other o) 0 0 0 0

Total Operational
Expenditure

Net  Operational
Expenditure

Detail

Planning  application
received

Determination made in
year of receipt

Determination made in
following year
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Applications

withdrawn 0 0 0 0 0 0
Applications

outstanding at year0 0 3 1 07 11
end

Planning application received 08 0 08 08
Determination made in year of
receipt 0 0 01 01
Determination made in following
year 0 0 0 0
Applications withdrawn 0 0 0 0
Applications outstanding at year
end 08 08 07 07




(i) (ii) (iii) (iv) (v) (vi) (vii) (viii) (ix) (x)
Service Objective: NONE IDENTIFIED
Determine | Approval Determ | Deter | Deter | Determ | Deter | Deter | Deter | Dete
planning or ination | minati | minati | ination | minati | minati | minati | rmin
applicatio | rejection within x | on on within on on on atio
n within a | of all build | weeks | within | within | 12 within | within | within | n
reasonabl | environme X 12 weeks | x 11 8 withi
e nt weeks | weeks weeks | weeks | weeks |n 8
timescale | applicatio wee
ns within 6 ks
weeks
Reduction | X X 5% 5% X 4% No No
in planning | plannin | planni | planni | plannin | planni | planni | planni | plan
decisions g ng ng g ng ng ng ning
overturned | decisio | decisi | decisi | decisio | decisi | decisi | decisi | deci
ns ons ons ns ons ons ons sions
overtur | overt | overt | overtur | overt | overt | overt | over
ned urned | urned | ned urned | urned | urmned | furn
ed
Township
establishm | 2 2 0 0 2 0 0 0 2
ent
Rezoning 3 0 0 0 3 0 0 0 3
Consent 2 0 0 0 2 0 0 0 2
iubdlvmon : 0 0 0 : 0 0 0 :
Consolidat |, 0 0 0 ] 0 0 0 ]
ion
Building 1 0 0 0 0 0 0 0 0
Plan
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The Municipal Planning Services is composed of four units, which are: Integrated
Development Planning (IDP) unit, Town Planning unit, Building Services and the Housing
unit. All unit:

REDP Director

LED Manager

IDP Officer

Building Control Officer
Town Planner

LED Officer

Two Housing Clerks

TOURISM

Sakhisizwe Local Municipality implemented a range of tourism programmes during
the 2024/2025 financial year as part of its Local Economic Development agenda.
Key initiatives included the hosting of the Heritage Day Celebration, as well as
horse racing events and flea market activities, which attfracted community
participation and supported local SMMEs and informal traders. These initiatives
contributed to the promotion of cultural tourism and stimulated local economic
activity.

The Municipality also developed a tourism booklet aimed at profiing and
marketing local tourism attractions, cultural heritage, and investment opportunities
within Sakhisizwe.

In addition, support was provided to emerging tourism enterprises, and potential
tourism sites were identified for future development. Tourism initiatives were further
infegrated into broader LED programmes and strengthened through stakeholder
engagement with communities and traditional leadership.

While progress has been made, challenges such as limited tourism infrastructure,
budget constraints, and capacity limitations continue to affect sector growth.
The Municipality remains committed to strengthening tourism development to

unlock its full economic potential.
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Total Operational Revenue 120 125 100 95 -32%
Expenditure:
Employees 125 244 250 248 2%
Repairs and Maintenance 25 244 250 248 2%
Other 45 244 250 248 2%
Total Operational Expenditure 195 732 750 744 2%
Net Operational Expenditure 75 607 650 649 6%
Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are
calculated by dividing the difference between the Actual and Original Budget by the
Actual.
Operational Expenditure Year 0: Planning Services
R1 000
Total All 000 R462 000 378 31%
Renovation of Municipal | go54 600 | R262 00 22% 280
Buildings
Township layout plan for | o456 000 | R50 000 R0.00
Cala
Township layout plan for | o350 600 | R50 000 R0.00 1% 150
Khowa
Review & adoption of
0024/2025 IDP R100 000 | R100 000
Total project value represents the estimated cost of the project on approval by council (including past and future
expenditure as appropriate. T73.10.6




UNEMPLOYMENT

The municipality continues to strive and forge forward with temporal employment
opportunities, as the 2024/2025 Financial year kicked off, the municipality created 106
temporal employment opportunities through its paving and waste management projects.
85 beneficiaries have benefited from EPWP.

LOCAL ECONOMIC DEVELOPMENT (LED)

The Local Economic Development department identified 27 beneficiaries who were
supported with piglets, feed, medication, agricultural inputs and equipment with a budget
of R 253 842.00

1. Supply of piglets, | 45 x Piglets
medication and | 27 x Piglet starter
feed 36 x Pig growth
18 x Piglefts finisher
18 x 100m| Wound
spray
? x Hi-Tet Gold R 103 842.00
2. Supply of | 36 000 x Spinach
Agricultural inputs | seedlings
and equipment | 27 000 x Cabbage
seedlings
9 x Watering cans
9 x Spades R 120 000.00
3. Supply of chicks
and feed 9000 x Broiler chicks R30 000

53



CWP

1100

1100

Employee list from COGTA

JOB CREATION THROUGH EPWP PROJECTS

Year-1 3 85
Year O 4 86
Year 1 4 266

o| o O

10-12

13-15

16-18

19-20

Total

N| O O

o| O] O O o] ol o] o

o O O o o] ol o] o

o| O] O O] o] ol o] o

o| O] O O] ol ol ol o




Total

Operational | 83532 60000 416622 249000 59.76640696
Revenue

Expenditure; | 324298 936616 1076018 360038 33.46022093
Total

Operational | 324298 936616 1076018 360038 33.46022093

Expenditure

Net

Operational | , . 876616 -659396 111038 16.83934995
Surplus /-

Deficit

between actual and original budget by actual

Net expenditure to be consistent in summary. Variance are calculated by dividing the difference

COMPONENT D: COMMUNITY & SOCIAL SERVICES

This component includes libraries and archives, community halls, cemeteries, child-care,
aged care, and social programmes.

LIBRARIES

Sakhisizwe Local Municipality has three libraries, Cala, Khowa and Askeaton Libraries. All
libraries have qualified librarians appointed by DSRAC and one appointed by SLM. Wi-Fi
has been installed in all libraries to ensure connection to internet for the library users. The
libraries are funded by DSRAC. Educational Programmes during Educational Week are
conducted regularly. The libraries are assisting the scholars around in accessing resources
needed even though there are limited resources due to not enough grant received to
run programs for the three libraries to encourage learning and education.

COMMUNITY HALLS

Sakhisizwe Local Municipality has a total number of 9 wards. All wards previously had
community halls, however, due to demarcation processes ward 6 was left without a
community hall. In the financial year under review no community halls have been



________________________________________________________________________________________________________________________________________________________________________
' renovated due to budget constraints. In year under review the maintance and
renovation of community halls are being places under IPED Department.

There is a total of 11 community halls with ward 4 and ward 1 having one additional
community hall each. The intension is o maximise public participation as these ward-
based community halls accommodates the ward councillor and secretary of the ward
committee. Ward based community halls have no dedicated employees to serve as
caretakers. The wards that are based in the townships have security guards guarding
them whereas the rural wards have the EPWP and CWP guarding them through the Ward
Councillor.

CEMETERIES

There are 6 cemeteries in total at Sakhisizwe Local Municipality, 3 at Cala town and 3 at
Khowa town. Currently these are not managed properly due to shortage of staff and
electronic system for recording on those fenced cemeteries. In rural areas they still utilise
household gardens for burial purposes and such an approach has negative
environmental impacts. The municipality has managed to fence Cala Cemetery,
unfortunately, immediately after completion the fence was vandalised by communities.

CHILD-CARE, AGED CARE AND SOCIAL PROGRAMMES

Social care services are provided through the Department of Social Development with
the assistance of Councillors and ward committee members. The Department of
Community Services works in collaboration with other stakeholders in attending to
childcare, aged care, and social programmes.

COMPONENT E: ENVIRONMENTAL PROTECTION

POLLUTION CONTROL

Pollution is managed through our solid waste management plan with Air Quality
Management being a function of the Chris Hani District Municipality. Sakhisizwe LM has
submitted the IWMP for endorsement to the Department of Economic Development
Environmental Affairs and Tourism for effective environmental Protection. Environmental
Awareness Campaigns are conducted with the assistance of Chris Hani District
Municipality and the Waste Management Clean-up Awareness Campaigns are
conducted every quarter in collaboration with ward councillors and communities.

COMPONENT F: HEALTH

Sakhisizwe has a total of 14 clinics servicing its communities which are run and managed
by the Provincial Department of Health.

AMBULANCE SERVICES

Ambulance services are available within Sakhisizwe LM and are managed by the
Provincial Emergency Medical Services (EMS). The ambulance service cannot meet the
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demand of Sakhisizwe LM due to the low number of ambulances available for both Cala
and Khowa Town.

HEALTH INSPECTION, FOOD AND ABBATTOIR LICENSING AND INSPECTION

These services are provided through the District Health Services. Environmental Health
Practitioners are responsible for ensuring food safety in respect of acceptable
microbiological and chemical Standards. This is implemented by taking food samples for
testing on a month-to-month basis to ensure quality of all food for human consumption
and optimal hygiene control throughout the food supply chain.

During the period under review, no food samples were collected for analysis. However,
health and hygiene awareness campaigns through health inspections at day-care
centres, restaurants and catering companies were conducted on a continuous basis,
and training programmes were conducted in the affected food premises to deal with
health problems by amplifying awareness and promote good health and hygiene
practices. These campaigns are on-going, and the positive impact of these efforts is
yielding results as there are no incidents of food poisoning cases that have been reported.

HEALTH SURVEILLANCE OF PREMISES

The health surveillance of premises is done through the environmental health impact and
other assessments in a manner that ensures the prevention and abatement of any
condition on any premises, which is likely to constitute a health hazard. The following table
demonstrates the premises surveillance during this financial year in line with the standards
as set out in the prescripts of law:

Preschools 11 Khowa Not complying

Schools 3 Khowa 1 complying

2 did not comply

Magistrate 1 Khowa Not complying
Old age/Service | 2 Khowa Did not comply
centre

Special need centre | 1 Khowa Did not comply
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COMPONENT G: SAFETY AND SECURITY

TRAFFIC LAW ENFORCEMENT

The SLM Traffic Department has three sections which have their respective service level
agreements with the Department of Transport that are operational in terms of revenue
collection: Driving Licence Testing Centre (DLTC), Registration Authority (RA)and Vehicle
Testing Station (VTS). The Traffic Department is the main revenue generation stream of the
municipality.

The municipality created 8 job opportunities of traffic wardens funded by EPWP for a
period of 12 months.

COMMUNITY SAFETY FORUM

The municipality has established a Community Safety Forum Committee which is
comprised of sector departments and municipal stakeholders (NGO's, NPO's, and CBQO'’s)
and Chris Hani District Municipality.

INITIATION

The municipality has established a vigorous initiation forum. At the beginning of the
current term, the municipality experienced the fragedy of the death of two initiates, as a
result, the municipality has been dedicated to ensuring the safety of all initiates through
the initiation forum. The municipality has since set aside funding to ensure that the
Initiation Forum team is able to be visible in all initiation schools to bring the children home
alive and healthy. The municipality has further progressively taken strides in ensuring and
encouraging the participation and involvement of women.

FIRE SERVICES

The Municipality has 2 fire engines and further support from the Chris Hani District
Municipality. The priorities of the Chris Hani District Municipality Fire Services are:

= Fire prevention and fire safety inspections: A total of 30 inspections were completed
during 2024/2025.

= Fire awareness programmes: a total of 36 awareness campaigns were conducted
during 2024/2025.

*» Incidents: 15
» Basic fraining: 04

Sakhisizwe LM has appointed 2 fire fighters through EPWP.




DISASTER MANAGEMENT, ANIMAL CONTROL, CONTROL OF PUBLIC NUISANCES AND OTHER

The Sakhisizwe Local Municipality area is vulnerable to disasters, and the municipality has
a small budget allocation for disaster relief. During the year under review Sakhisizwe LM
established its Joint Operational Committee (JOC) for disasters, with Chris Hani District
Municipality placing one Disaster Management Officer and one Field Worker at
Sakhisizwe on a permanent basis. The municipality fully participates in the District and
Provincial Disaster Forum.

ANIMAL CONTROL

The Cala animal pound was officially handed over in the year under review. The Khowa
animal pound is under construction.

PUBLIC NUISANCE

The public nuisance by-law has been reviewed and is ready for public consultation,
however, it is still in a process of gazetting.

COMPONENT H: SPORTS & RECREATION
SPORT AND RECREATION

There are three parks at Khowa which require rehabilitation and one park at Cala
needing ablution facilities.

Sakhisizwe LM has three lawn sports fields that are maintained through a grass cutting
programme. Ground sports fields are graded upon community requests.
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Financial Perfformance Year 1: SPORTS & RECREATION

Year 0 Year 1
Task Grade Employees Posts Vacancies (full- | Vacancies (as a % of
time equivalents) | total posts)
No. A
No. No. © z
0-3 0 0 0 0
4-6 0 0 0 0
7-9 0 0 0 0
10-12 0 0 0 0
13-15 0 0 0 0
16-18 0 0 0 0
19-20 0 0 0 0
0 0 0 0
TOTAL 0 0 0 0
Financial Perfformance Year 1: Libraries, Halls and Parks
Year O Year 1
Actual Original Adjustment | Actual Variance to
Budget Budget Budget
Total Operational
Revenue / Grant 220 531 456 | 48 864 951 | 258 875673 | (10 520 734)
Expenditure:
Employees (50 442 970) | (5530 658) | (52 657 296) | 3316 332
Repairs and (28111 650) | (1425935) | 19331989 | 10205 596
Maintenance
Other
Total Operational (145 471 522) | (5 494 251) | (172 842 437) | (21 876 664)
Expenditure
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' Net Operational
Expenditure
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COMPONENT I: CORPORATE POLICY OFFICES AND OTHER SERVICES
EXECUTIVE AND COUNCIL

The primary role of the municipal council is that of political oversight of the municipality’s
function, programmes, and the management of the administration. All the powers of
local government are vested in the municipal council. It has the power to make by-laws
(legislative authority) and powers to put into effect. The municipal council has executive
and legislative authority over the matters set out in Part B of schedule 4 and Schedule 5
of the Constitution. The municipal council makes decisions concerning the exercise of all
the functions of the municipality.

Functions which may not be delegated by the Municipal Council include the passing of
by-laws, the approval of budgets, the imposition of rates and other taxes, levies and
duties and the raising of loans. Before the municipal council takes a decision on any of
the following matters, it must first require its executive committee or mayor to submit a
report and recommendation on the matter; any of the matters listed above, the approval
of anintegrated development plan for the municipality and any amendment to that plan
and the appointment and conditions of service of the municipal manager and a head
of a department of the municipality.

Section 79 committee are in place in terms of section 79 of the Local Government:
Municipal Structures Act, a municipal council may establish one or more committees
necessary for the effective and efficient performance of any of its functions.

Employees: The Executive and Council

Job Level Year 0 Year 1
Employee Posts Employee Vacancies Vacancies (as a
No. No. No. (Fulltime % of total posts)

Equivalents No.

Executive | 4 4 4 0 0

Speaker 1 1 1 0 0

Council 12 12 12 0 0
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| FINANCIAL SERVICES |

Biling Data Extract | ym | Electri | Electricit 422 1 257
by Vote Report ent | city y Basic 422,10 5.76% 046,32 33.60%
S
Electricit
6 907 10 053
y 94,24% 68,71%
Metered 175,46 063,41
7 329 ] 100,00 11 310
597,56 | % 109,73 6481%
Pa
- Prope
Billing Data Extract | ym t Property |3 830 100,00 |7 699 49 75%
by Vote Report | ent |5Y. |Rates | 48355 |% 237,02 e
) Rates
Pa | Wast
Biling Data Extract [ ym | e Waste 735 100,00 |5 389 13.66%
by Vote Report ent | Dispo | Disposal | 997.24 |% 591,66 R
S sal
11 896 24 398
078,35 938,41 48.76%

Comment

These figures only relate to the amounts billed and payments received and allocated to customer
accounts during the 2023/2024 Financial Year

They do not consider the opening balances for the respective years,




Billing Data | Pay . ... |R
Exiract by Vote | me | CocH | EleCticit |50, 4s76 [ 2408 |R 42.81%
city y Basic % 1 185 460.37
Report nts 5
Electricit | R
95.9 | R
y 11942 35 96.36%
Metered | 6.91 2% | 12392 952.52
R
100 R
12 449 81 91.69%
454 % 13 578 412.89
Billing Data | Pay | Prope R
Property 100 R
Extract by Vote [ me |rty Rates 2 632 031. 7 10 038 549 15 26.22%
Report nts | Rates 62
- Wast
Eil’rlpogc’r b ?/212 r:Og © Waste 594 5160 | 19O |R 10.12%
4 Dispo | Disposal Y% | 9828274.82 R
Report Nts 0
sal
Comment
These figures only relate to the amounts billed and payments received and allocated to customer
accounts during the 2024/2025 Financial Year
They do not consider the opening balances for the respective years:
e For Electricity the municipality has seen an increase in biling and collection for 2024/25 due to
increased tariff and collection efforts compared to 2023/24.
e For property rates and waste removal there has been a decrease due to implementation of
Valuation Roll year 1 in 2024/25 as the previous General Valuation Roll was ending in 2023/24.




Total
Operational
Revenue

83532

60000

416622

249000

59.76640696

Expenditure;

324298

936616

1076018

360038

33.46022093

Total
Operational
Expenditure

324298

936616

1076018

360038

33.46022093

Net
Operational
Surplus /-
Deficit

-240766

-876616

-659396

-111038

16.83934995

Net expenditure to be consistent in summary. Variance are calculated by dividing the difference
between actual and original budget by actual




INFORMATION AND COMMUNICATION TECHNOLOGY (ICT) SERVICES

Sakhisizwe Local Municipality has been experiencing IT challenges, however upon the
appointment of an IT Technician there have been remedial actions developed such as
diagnosing the major issues and mapping solutions thereof to achieve a well-functioning
ICT Department. These remedial actions also include the following action issues:

= Backup and Replication

= |nstallation of PoE switches and Access points

=  Website Development

Official Emails

In the current year under review, institutional emails are inactive due to the damage
incurred by the exchange server. The issue is being attended to and the emails are to be
functional in the next financial year.

Microsoft licensing

The municipality is experiencing challenges with licensing and is consulting with
stakeholders to collaborate and rectify the problem.

Data Backup

There is currently no backup solution in place for servers nor the workstations which poses
a significant risk to the municipality; however, the process has begun to remedy the issue.

0-3 0 0 0 0 0
4-6 0 0 0 0 0
7-9 0 0 0 0 0
10-12 1 1 0 0 0
13-15 0 0 0 0 0
16-18 0 0 0 0 0
19-20 0 0 0 0 0
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PROPERTY, LEGAL, RISK MANAGEMENT AND PROCUREMENT SERVICES

Sakhisizwe Local Municipality outsourced a panel of 12 legal firms following the influx of
several cases that are caused by non-adherence to the legislative framework, these 12
legal firms are to assist the municipality defend itself and resolve these cases in an
amicable manner that would favour the municipality.

The municipality mostly lost cases as payments were to be incurred as settlement
agreements. Most of the cases appearing on the litigations register are old with some
being finalised, whilst a few are active and pending resolution.

ORGANISATIONAL PERFORMANCE AS REPRESENTED BY DEPARTMENTS

Section 39 of the Municipal Systems Act 32 of 2000 requires municipalities to manage the
development of the municipality’s Performance Management System (PMS), assign
responsibilities in this regard to the Municipal Manager and submit the proposed system to
the Municipal Council for adoption. This has been achieved with adoption of the 2023-2024
Organizational Performance Management System and the scorecard for monitoring and
review of performance. The municipality has an adopted PMS for the 2024/2025 financial
year on 17 May 2024. All senior managers have signed performance agreements for the
2024/2025 FY. The municipality is in the process of cascading the PMS to the staff below
Section 56 managers.

It is important to understand that the performance reporting is based on an approved
2024/2025 Institutional Service Delivery and Budget Implementation Plan (SDBIP). It is worth
stating that on a quarterly basis all municipal departments submit their quarterly reports
projecting and claiming their performance achievements, submitting their quarterly
portfolio of evidence, These PoEs are used to develop the quarterly performance reports.
This annual report is based on four quarterly performance reports which were submitted
to Council for approval.

At a strategic level, the five-year IDP of a municipality forms the basis for performance
management, whilst at operational level the annual SDBIP becomes the basis. The IDP is a
long-term plan and by its nature the performance measures associated with it will have a
long-term focus, measuring whether the municipality is achieving its IDP objectives. The
measures set for the Municipality at institutional level are captured in the institutional
scorecard (Service Delivery and Budget Implementation Plan) structured in terms of the
preferred performance management model of the Sakhisizwe Local Municipality, the Key
Performance Area Model. The measures at operational level are to be captured in the
operational plans of the various departments in the Municipality, thereby giving rise to a
departmental scorecard.

Sakhisizwe Local Municipality comprises the following departments:
e Office of the Municipal Manager.
e Corporate Service.
e Community Services.
e Technical Services.
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e Budget and Treasury Office.
e Rural Economic Development and Planning.

To realize our chosen vision, the municipality commits to achieving the following broad
strategic development outcomes:
e Sustainable service delivery & economic growth.
e Poverty eradication and job creation.
e Clean corruption-free governance, characterized by high performance culture.
¢ Functional developmental LG — good governance systems and public participation;
and Incremental capacity building and political maturity
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2. Policy and Legislative Prescripts

The Performance Management, Monitoring, Evaluation and Reporting Framework is guided
and benchmarked against, among others the following legal and policy documents:

White paper on Local Government, 1998

o PMS is required to measure the state of municipalities and Local Government sector
regarding service delivery.

Municipal Systems Act, 32 of 2000

o Establishment of a performance management system (PMS) for municipalities and the
executive committee must manage the development of PMS, the establishment of
mechanisms to monitor and report on the system.

Policy Framework for the Government-Wide Monitoring and Evaluation System (2005)
Government institutions to adopt a monitoring and evaluation (M&E) strategy that
outlines how the M&E findings inform planning, budget formulation, execution, and
annual reporting.

Framework for Managing Programme Performance Information (2007)

o Focuses the attention of the public and oversight bodies on whether public institutions are
delivering value for money by comparing actual performance plans against budgets and
service delivery plans.

National evaluation policy Framework (2011): Provides the basis for a minimum system of
evaluation across government.

Public Audit Act (2004)
o Requires the report of the Auditor-General on the audit of a public institution to reflect at

least an opinion or conclusion on the reported performance information relating to the
audited programmes against predetermined objectives.

Municipal Finance Management Act (1999)

o Emphasises the efficient, effective, and prudent management of the state resources.

Monitoring, Evaluation and Reporting (MER) Guidelines applicable from 2015/16

o provides monitoring, evaluation and reporting guidelines of non-financial performance
management information.

Municipal Performance Regulations, 2001

o Performance Audit Committee must regularly audit the PMS through the Internal audit
function.

Division of Revenue Act: To provide for the equitable division of revenue raised nationally
among the national, provincial, and local spheres of government.
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4. Institutional Performance Management Process Overview

The municipality has continued to maintain the effective operation of the following
mechanisms:
e The 2022-2027 IDP included strategic objectives, strategies, and key performance
indicators (KPIs) as required by the Municipal Systems Act, 32 of 2000.
e The 2024/2025 budget for implementation of the IDP was approved within the
prescribed fimelines prescribed in the Municipal Finance Management Act, 56 of
2003.
After approval of the budget, the SDBIP was developed to integrate the IDP and the budget
and to ensure effective implementation of the institutional strategies. The development of
the SDBIP was informed by following planning and reporting cycle in the quest to create a
balance between integrated planning, reporting and accountability.

5 years plans aligned to the MTEF Budget and Election Cycle
Integrated periods. Updated annually. Covers critical areas of corporate

support ,business operations and service delivery.
Development

Environmental Plan Detailed focus on first year of strategic
changes. | o) ti I plan. Includes output and service
Strategic direction Annual JULY perationa delivery information, capital investment
changes. Revi Y Plan plans, budget information.
Reprioritisation of SVICNS Service Delivery
MTEF Budget. Budget AUGUSTJ
Implementation 3 year forward estimates (MTEF Budget).
Plan 3 year capital investment plan.
| Annual Procurement Plan (G & S Budget).
MAY

w Individual performance agreements & personal
Individual development plans.
Linked to programme key objectives and outputs.

Performance against
budget and Annual
Performance Plan.
Published Report.

Annual

Highlights programme performance (financial &
non-financial) against set targets:
Quarterly - In-Year Monitoring Reports
- Infrastructure Performance Reports
Reports - SCM Performance Reports

Figure 1: Planning & Reporting Cycle
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5. Challenges Faced by the Municipality
The following challenges were encountered in the period under review:

e Non-implementation of funded programmes by departments.

e The working environment not being conducive enough for the free flow of
administrative processes.

e Lack of SMART-ness of the KPIs and targets causing ambiguity in terms of the nature of
evidence to be collected.

e Severe regression by departments in terms of collation of POEs

e Lack of thorough understanding of the PMS concept in the local government context
at levels below section 56.

o~

. Strategies to Overcome the Challenges and Areas of Underperformance

e There is a need for improvement of data sources which generate the POEs to ensure
credible reporting of performance information.

e Cascading of the Performance Management System to all municipal employees

e Departments to report to Council standing committees on the implementation of the
SDBIP.

e Introduction of an automated PMS tool to enhance credible and more accountable
reporting; and

e Confinuous development and work shopping of a PMS Manual for Councillors and
employees.

7. Changes to Planned Projects (Midterm Adjustments)

Section 72 (1)(a)(ii) of the MFMA states that an accounting officer of a municipality, must
by 25 January of each year, assess the municipality’s service delivery performance during
the first half of the financial year, and the service delivery targets, and performance
indicators set in the SDBIP.

In preparation for the mid-year review of performance, management prepared quarterly
reports, measured, and analysed performance for the first six months of 2023-2024
financial year. During the review management assessed performance for the first and
second quarter and anficipated the last six months of the 2023-2024 financial year
incognisance of the feasibility to implement certain programmes based on priority and
budget availability.

This process culminated in a mid-year performance report which highlighted
achievements, non-achievements with reasons for non-achievement and corrective
measures. Suggested amendments were duly approved by all requisite authorities
including council.
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8. Departmental Performance for the Year Ended 30 June 2025

Department No. of KPIs Achieved | KPIs Not KPIs Not Average Performance (%)
KPls Achieved Applicable
Office of the Municipal Manager 29 i 93%
Corporate Services 19 95%
Budget and Treasury Office 18 67%
Rural Economic Development & Planning 24 1 67%
Community Services 15 33%
Technical Services 26 81%
Sakhisizwe Local Municipality 131 ! 75%
9. Comparison to the Year ended 30 June 2024
Department 2023/24 FY Average Performance | 2024/25 FY Average Performance | Comment
Office of the Municipal Manager 92% 93% Improved
Corporate Services 89% 95% Improved
Budget and Treasury Office 64% 67% Improved
Rural Economic Development & Planning 66% 67% Improved
Community Services 86% 33% Regressed
Technical Services 65% 81% Improved
Institutional Average Performance 79% 75% Regressed
10. KPA Performance for the Year Ended 30 June 2025
Key Performance Area No. of KPIs Achieved | KPIs Not KPIs Not Average Performance (%)
KPls Achieved Applicable
Good Governance & Public Participation 40 1 80%
Transformation & institutional
Development 13 100%
Financial Viability 21 76%
Spatial Planning 8 88%
Local Economic Development 7 43%
Basic Service Delivery 42 67%
Institutional Performance 131 1 75%

10.1 Comparison Between to the Year Ended 30 June 2024 and Year Ended 30 June 2025

Key Performance Area 2023/24 Average Performance 2024/25 Average Performance Comment
Good Governance & Public Participation 90% 80% Regressed
Transformation & institutional

Development 92% 100% Improved
Financial Viability 76% 76% No change
Spatial Planning 57% 88% Improved
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Local Economic Development 66% 43% Regressed
Basic Service Delivery 66% 67% Improved
Institutional Average Performance 79% 75% Regressed
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OVERVIEW OF DEPARTMENTAL PERFORMANCE

RESPONSIBLE PERSON: Mr S.G. Sotshongaye

w |KPI BASELINE Annual Target IAchieved/ Not ctual Performance Reasons for Deviation |Remedial Actiontobe| | Measurement Source/
m . . m . .
< = Achieved taken & time frame o | Portfolio of Evidence
< |5 %
STRATEGIC OBJECTIVE: Ensure effective public participation, enhance good governance, and ensure effective IGR.
Number of MPAC meeting | 4 MPAC meeting 4 MPAC meeting held by 30 4 MPAC meeting held N/A N/A Attendance registers and
S |held by 30 June 2025 June 2025 g [agenda
(=] 4
= =}
= x
Number of Women’s 3 Women’s programmes |3 Women'’s programmes to be 3 Women'’s programmes N/A N/A Attendance registers and
s § programmes to be to be implemented implemented by 30 June implemented s Reports
H = |implemented 30 June 2025 g
2 2025
% Number of Local Aids 4 Local aids council 4 Programmes to be 4 Programmes implemented |N/A N/A o |Attendance registers and
2 § council programmes to be |programme implemented by 30 June 2025 S Report
- = implemented by 30 June =
2 2025 &
&
S Number of Elderly Nil 4 programmes to be 4 programmes to be N/A N/A Attendance registers and
é 3 Programmes to be implemented by 30 implemented o [Report
g | 2 |implemented by 30 September 2025 8
3 | = |[September June 2025 o
Number of disability 2 Disability programmes |2 disability programmes to be 2 disability programmes N/A N/A o |Attendance registers and
§ programme implemented implemented by 30 June implemented § Reports
= |by 30 June 2025 2025 o
= ]
fa's
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Good Governance & Public Participation

30 June 2025

Number of Audit Action Plan |4 Approved audit Action 4 Audit Action Plan
« [reports submitted to Audit Plan Reports submitted to
é ICommittee by 30 Reports IAudit Committee by
= |June 2025 30 June 2025

Number of Audit 4 Audit Committee 04 Audit Committee
5 |Committee Meetings held [Meetings Meetings held by 30 June
Z  |oy June 2025, 2025

Number of Risk Committee |4 Risk Committee 04 Risk Committee
% |Meetings held by 30 June Meetings Meetings held by 30 June
S 2025 2025
=

Number of Internal Audit (8 Internal Audit Plan B projects of the Audit Plan
g |Plan projects implemented Projects completed. implemented by 30 June 2025
2 |by June 2025
=

Number of Risk 4 Risk Management 4 Risk Management
o [Management reports Reports Implementation Reports
£ |Submitted to the RMC by submitted to the RMC by 30
= (30 June 2025. June 2025.

Number of awareness Communication Strategy |4 Awareness campaign on
« |campaign on the communication strategy by
£ |communication strategy by 30 June 2024
=

MMo012

Attending all petitions
registered by 30 June
2025

2023/2024 petitions
registered

Attending to all registered
petitions by 30 June 2025

Audit Action Plan N/A N/A Quarterly report submitted
iezms submitted to g |to Audit Committee and
udit S [minutes of the Audit
Committee meeting.
04 Audit Committee N/A N/A Minutes of the Audit
Meetings held g  |committee meeting and
3 attendance register
04 Risk Committee N/A N/A Minutes of the Risk the
Meetings held g  [committee meeting and
e [attendance register.
projects of the Audit Plan  |N/A N/A Internal Audit Reports
implemented o
S
&
4 Risk Management N/A N/A Quarterly Risk
Implementation Reports o [Implementation Reports
submitted to the RMC §
3 awareness campaigns Competing Alignment of Attendance registers and
programmes of the departmental activities reports
institution and adherence to the §
council calendar. @
All registered petitions N/A N/A Updated petitions register
attended -  [and report on petitions
S
o
o
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Good Governance & Public Participation

Number of public

2 public participation

4 public participation

« |participation programmes |programmes programmes by 30 June
£ |by 30 June 2025 2025.
=
Number of Mayoral Imbizo |NIL 4 Mayoral Imbizos by 30 June
<« |by 30 June 2025 2025
3
=
=
Number of awareness 11 initiation awareness |10 awareness campaigns on
o campaigns on customary | campaign on customary | customary male initiation at
S [maleinitiation atallhigh | male initiation all high schools under
£ [schools under Sakhisizwe Sakhisizwe municipal
municipal jurisdiction by 30 PR
June 2025, jurisdiction by 30 June 2025.
Number of awareness NIL 8 awareness campaigns on
camp.ai.g.ns.on pustomary customary male initiation in
© [male initiation in Traditional Authorities under
£ ([Traditional Authorities Sakhisizwe municipal
= lunder Sakhisizwe jurisdiction by 30 June 2025
municipal jurisdiction by 30
June 2025
Number of external 12 external communication |24 external communication
communication outreaches |outreaches / outreaches / engagements by
S | engagements with media fengagements 30 June 2025
£ land through Public
Participation by 30 June
2025.
No. of internal 4 internal awareness 8 internal Awareness
w cOMmunication platforms | campaigns implemented. |Campaigns implemented by
E created by 30 June 2025 30 June 2025

4 public participation N/A N/A Attendance registers and
programmes o reports
S
e
4 Mayoral Imbizos N/A N/A Attendance registers and
reports
8
o
o
10 awareness campaigns ~ [N/A N/A Attendance register and
minutes of awareness
o .
S |campaigns
o
8 awareness campaigns N/A N/A Attendance register and
minutes of awareness
3 campaigns
o
e
24 external communication | N/A N/A media links, social media
outreaches / engagements g  [nsights and pictures
g
©
o
8 internal Awareness N/A N/A Attendance Registers and
Campaigns implemented S Reports
S
o
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Number of progress 4 progress reports 4 progress reports on 4 progress reports on N/A N/A rrogress report and
a | o |[reportson litigations by 30 |submitted litigations by 30 June 2025. litigations litigation register
[O] - o
© |2 June 2025 =
= o
> | o Numberof mSCOA 4 mSCOA Steering 12 mSCOA Steering 12 mSCOA Steering N/A N/A Attendance registers and
= | ¥ [Steering committee Committee meeting committee meeting held by 30 committee meeting 8  [MSCOA progress report
£ |meeting by 30 June 2025 June 2025 2
Number of MM's Audit NIL 100% implementation of 29 % implementation of the AAP. | No funding secured for | Funding for Quality Progress report on audit
findings/ actions accumulative implementation Out of 7 findings, 2 were fully Quality Assurance. Assurance will be action plan
« |implemented by 30 June iof the Audit Action Plan by 30 implemented, 2 in progress and 3 | Competing made available in -
= institution Alignment and adherence =
to the council calendar
will be done.
5 Percentage NIL 100% implementation of 100% implementation N/A N/A Risk action plan report
s § implementation of action action plan mitigate identified 8  |with portfolio of evidence
Zg E  Plan to mitigate identified risk by 30 June 2025 &
s risk by 30 June 2025
2 Number of MFMA 1 Annual report Development and submission 2023-24 AR developed and N/A N/A Confirmation of
& | & |compliance report of the annual report by 30 submitted 8  |submission
% | = submitted by 30 June June 2025 S
e 2025
§ Number of performance  # performance ¥ performance assessment 4 performance assessment  [N/A N/A Signed 2024/2025 Quarter
8 § IAssessment report assessment reports reports by 30 June 2025 reports 8  [3informal performance
'§ £ |submitted by 30 June &  |assessment report
o 2025
Number of IGR meeting |4 IGR meetings 4 IGR meeting conducted by 4 IGR Meetings N/A N/A Attendance registers and
3 |conducted by 30 June 30 June 2025 S |minutes
S 2025 2
=
Number of 2025/26 IDP  |2025/26 IDP 12025/26 1DP review by 30 12025/26 IDP Reviewed N/A N/A Signed Final 2025/26 IDP
§ Review by 30 June 2025 June 2025 §
= &
S
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Number of IDP

4 IDP Representation

4 IDP Representative Forum

& |Representation Forum Forum Meeting meetings by 30 June 2025
(=3 .
= meetings held by 30 June

2025

Number of IDP 2 IDP Roadshow 2 IDP Roadshows by 30
& |Roadshows held by 30 June 2025
S |June 2025
=

Number of 2025/26 2024/25 Service Delivery | 12025/26 Service Delivery &
2 Services Delivery & & Budget Implementation |Budget Implementation Plan
9 Budget Implementation  |Plan developed by 30 June 2025
= |Plan developed by 30

June 2025

4 IDP Representative Forum | N/A N/A Attendance registers and
meetings § minutes
o
2 IDP Roadshows N/A N/A Advert and attendance
S  [registers
&
12025/26 Service Delivery & N/A N/A Signed Final 2025/2026
Budget Implementation Plan = SDBIP
developed 2
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RESPONSIBLE PERSON: CORPORATE SERVICES DIRECTOR

30 June 2025

ANNUAL Achieved/not achieved Actual Performance Reason for deviation Remedial Action PORTFOLIO OF
< E KPI BASELINE TARGET = |[EVIDENCE
o = G}
=) S
o
STRATEGIC OBJECTIVES: Improve organizational capacity to ensure effective service delivery.
- s Number of Ordinary Number of 4 Ordinary Council meetings 4 Ordinary Council N/A N/A Advert, Council
£ | & |Council meetings tobe | Ordinary Council to be held as per the meetings to S | minutes and
8 | 8 |heldas per the approved Meetings approved council calendar & | Aftendance register
£ Council Calendar by 30 by 30 June 2025
a June 2025
% o |Number of Executive Number of Executive 4 Executive Committee 4 Executive Committee ~ [N/A N/A EXCO minutes and
a E Committee Meetings as | Committee Meetings Meetings held by 30 June Meetings S | Attendance register
2 | 8 |perthe approved 2025 4
S Council Calendar by 30
S June 2025
é - Number of Standing Number of Standing 12 Standing Committee 12 Standing Committee  |N/A N/A Minutes and
3 g |Committee Meetings Committee Meetings Meetings held by 30 June Meetings S | attendance registers
3 noc held as per the approved |held 2025 2
© | Council Calendar by 30
June 2025
= -« Workplace Skills Plan 2023/24 Workplace Workplace Skills Plan Workplace Skills Plan N/A N/A LLF resolution and
e 5 & |submitted to LGSETA by |Skills Plan submitted to LGSETA by 30 submitted & | Proof of submission
&% § 30 June 2025 June 2025 & | from LGSETA
§
g o Number of trainings Implemented Training 4 trainings attended as per 4 trainings attended N/A N/A Attendance registers
] & |attended as per plan for 2023/2024 Workplace Skills Plan by 30 =]
B § Workplace Skills Plan by June 2025 4
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Institutional Development and Transformation

Number of Local Labour

4 Local Labour Forum

4 Local Labour Forum

@
E Forum meetings held by | meetings held in meetings held by 30 June
8 {30 June 2025 20223/2024 FY 2025

Number of reviewed and | Adopted Organizational |1 reviewed and Adopted
E adopted Organizational | structure Organizational Structure by
% | structure by 30 June 30 June 2025
© 12025

Number of fleet 4 Fleet management 4 fleet management reports
§ management reports Reports submitted by 30 June 2025
% | submitted by 30 June
© 12025

Number of fleet 4 fleet management 4 fleet management fuel
§ management fuel reports on fuel consumption reconciliation
% | consumption consumption in report to be submitted by 30
© I reconciliation reports to | 202432024 June 2025

be submitted by 30 June

2025
= |Number of leave 4 leave reconciliation 4 leave management reports
E management reports reports submitted. submitted by 30 June 2025
S |submitted by 30 June

2025
= |Development/Review of 2023-2024 Municipal Development and review of
E Municipal policies by 30 | policy Municipal policies by 30
S |June 2025 development/review June 2025

4 Local Labour Forum N/A N/A o Attendance registers
meetings n% and minutes
1 reviewed and Adopted [N/A N/A Council minutes,
Organizational Structure 8 | attendance register
& | and adopted
organisational
4 fleet management N/A N/A Fleet management
8 | reports
&
4 fleet management fuel  |N/A N/A Fleet management
consumption o | reporton fuel
reconciliation report S | consumption
= reconciled with
WesBank.
4 leave management N/A N/A Attendance register,
reports § leave and system
e
Municipal policies were  |N/A N/A Developed/ Reviewed
workshopped and 8 | Municipal Policies &
presented to council in & | Council Resolution

May and June 2025
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« | Development/Review of |1 HR Plan Submitted for |1 Human Resource Plan by
£ | Human Resource Plan  |2023/2024 FY 30 June 2025
% | by 30 June 2025
o
« |Development and 1 EE Plan Submitted Development/Review of the
& | submission of Employment Equity Plan by
S | Employment Equity Plan 30 June 2025
(EEP) by 30 June 2025
-
=)
= |[Number of Health safety |1 Health Inspection 4 Health safety inspection
5 inspection conducted by | Report Submitted conducted by 30 June 2025
S |30 June 2025
w | Number of mSCOA 12 MSCOA meetings 12 mSCOA meetings held
Z § meetings conducted by by 30 June 2025
= | 8 [30June 2025
Percentage Nil 100% accumulative
= |implementation of implementation of the Audit
% % Corporate ﬂndings/ Action Plan by 30 June
© | actions implemented by 2025
30 June 2025
~ | Number of Cloud backup |Cloud backup report 12 monthly Cloud backup
2 |reports by 30 June 2025 reports by 30 June 2024
8
=]
=
o |Developmenta Municipal website not Develop a functional
2 |functional of municipal functional municipal website by 30
S | website by 30 June 2025 June 2025

1 HR Plan developed N/A N/A Complete Human
and completed g | Resource Plan
g
EE Plan developed and  [N/A N/A Proof of submission to
submitted to the 8 | the Department of
Department of & | Labour
Employment and Labour
4 Health safety N/A N/A Inspection report
inspection conducted §
o
12 mSCOA meetings N/A N/A Attendance registers
8 | and mSCOA progress
& | report
17 % implementation of  |Incapacity at ICT Training for ICT staff Attendance registers
the AAP. o | and mSCOA progress
Out of 6 findings, 1 was S | report
fully implemented, 1 in &
progress and 4 not
implemented
12 monthly Cloud N/A N/A Progress report on
backup reports § audit action plan
o
Functional website N/A N/A Screenshot of a
8 | functional municipal
& | website
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GGP

COPR19

Number of Corporate
Services audit findings /
actions implemented by
30 June 2025.

Nil

100% implementation of
2022-2023 financial year
total audit findings and 50%
implementation of 2024-
2025 total audit findings by
30 June 2025

100% of risk action plan
was implemented

N/A

N/A

R0.00

Risk action plan report
with portfolio of
evidence
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RESPONSIBLE PERSON: Ms N Nolawu
KPI BASELINE Annual Target Achieved/ Not achieved Actual Performance Reasons for Deviation Remedial Action to be Measurement Source/
o] taken & time frame —  |Portfolio of Evidence
g | & f
< 5 S
(]
STRATEGIC OBJECTIVE: Grow revenue base, enhance financial management, and improve revenue collection.
Number of monthly Updated General Valuation tZ monthly Billing reports he municipality billed The municipality have  [Ensure complete billing General valuation &
Billing reports for all Roll or all customers receiving customers registered at  uploaded Part B of the  |of customers by Billing Reconciliation
customers receiving municipal services and Deeds Office. GV which is not reviewing prior running | [report Q4: General
= municipal services and rates by 30 June 2025 registered at Deeds the BILLING. S aluation & Billing
" . o
2 Irates by June 2025 Office but only registered |y remove Partfrom 1S
Surveyor General. Billing system. o
Number of additional INil 2 additional revenue he process to get the The municipality did not  [Disposal and leasing of Revenue Collection and
« [evenue streams of streams of Leasing & ctual Values for disposing jhave values for leasing  [Properties by|  Biling Report
2 © |Leasing & Disposal of Disposal of Land by 30 nd selling the municipal  fand disposal of December 2025. =
5 @ Land by June 2025 June June 2025. properties has been properties. o
E 0025. icompleted.
)
§ Average % of annual B0% collection Rate /Average annual increase of nnual increase of 60% in  N/A N/A Signed collection report
= « [ncrease in revenue 60% in revenue collection revenue collection S Minutes of the meeting.
= © [collection by June 2025 by 30 June 2025. S
L o o
8
o
=
Increase in revenue Nil 4 outreach sessions per meeting with Rate payers N/A N/A Invites, attendance
< [Collection Rate annum by June 2025 nd Businesses registers and minutes
© [mplementation of the o
“ Revenue Enhancement =
Strategy by June 2025 o«
% Written off, of R188,682,815 75% Written off, of he UIFWE quarterly MPAC is still busy with ~ UIFW expenditure will Council resolution written off
Historical UIFWE by Historical UIFWE by June reports were submitted to  investigation. be written off in Historical UIFWE
S Mune 2025 2025 MPAC. 2025/26 financial year |S
=4
o o
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Municipal Financial Viability

Number of mMSCOA # mSCOA steering 12 mSCOA Steering 12 mSCOA Steering N/A N/A Attendance register and
«© [Steering Committee Committee meetings Committee meetings held Committee 8 mSCOA progress report
E meetings by June 2025 by June 2025 o
Percentage of 100% of responsive 100% responsive 100% responsive N/A N/A SCM Quarterly Reports
responsive competitive Bids competitive bids competitive bids achieved. on quarterly awards —
. competitive bids received to processed  foutcomes achieved within 3 signed by CFO.
© |outcomes achieved within 90 days after closing {90 days after the closing S
@ \within 90 days after the of bids by June 2025 =
closing of bids by 30
June 2025
Percentage Reduction in Nil 10 percent reduction in percent reduction on fuel [This is due to the This municipality will Expenditure report on
Municipal operational Municipal operational nd catering compared to  [increase of human propose shift Fuel, Vehicle
«  Expenditure (fuel costs, expenditure, (fuel costs, last financial year costs.  |capital (employee cost  [allowance to try and - maintenancg, Employee
© telephone costs, telephone costs, catering, and telephone). reduce employee S [costs, catering,
m ) - costs. o [Telephone
catering, employee costs employee costs (prioritise
(prioritise critical posts) critical posts) by 30 June
by 30 June 2025 2025
Number of Updates £023/2024 Municipal # Updates of the FAR updates done for the N/A N/A Progress report of Asset
E municipal assets register psset Register municipal asset register €ar. § register and Asset
@ by end June 2025 by end June 2025 . management.
Submitted AFS by 31 2024/2025 Set of annual financial nnual financial N/A N/A confirmation of
g August 2024 submission of AFS to AG ~ statements submitted to tatements submitted to 8 submission of AFS
= the AG by 31 August he AG x P023
2024
Percentage of subsidized 2024/25 update Subsidization of 100% of rovided the Free basis  Alternative energy The project has since Confirmation report of
T indigents households ndigent register registered indigents ervices to electricity and  |pidders offered prices  [been advertised and S |updated indigent register
E registered by June 2025 households by June 2025 refuse households. that were more than the waltlr]g for o signed by CFO
budget appointment.
ncrease in Cash backed R 1 000 000. 00 R 2000 000. 00 per 2000 000. 00 Cash back N/A N/A Proof of Reserves
Broserves by June 2025  [Cash back reserves. annum at year end by June reserves - account
5 2025 =
= x
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12,5 % achieved in BTO
Findings.

The Action Plan has not
et been fully
implemented since most
findings are disclosure

BTO Official to upload
POE then approvals
be done by CFO and
IA.

Progress report on audit
action plan

L\lumber of BTOaudit i 100% implementation of
indings / actions 2022-2023 financial year
mplemented by June total audit findings and
8 g 2025. 50% implementation of
o = 2024-2025 total audit
findings by June 2025
Number of Section 71 [12 reports Preparation and
compliance reports Submission of 12 Section
T submitted by June 2025 71 reports submitted to
g Mayor, Provincial Treasury
land National Treasury by
June 2025
2 Number of Section 52(d) # reports Preparation and
2 compliance reports submission of 4 Section
= 2 submitted by June 2025 52(d) reports submitted to
g E Mayor, Provincial Treasury
s land National Treasury by
s June 2025
§ Number of Section 72 {1 report Prepare and submit a
= < (compliance reports Section 72 report to
g submitted by June 2025 (Council by 25 January
2025
Number of days taken to # quarterly reports B0 days taken to pay
'g pay service providers by service providers by June
£ [June 2025 2025
Percentage Nil 100% implementation of
a 0 A . . . e
% S [mplementation of action action plan mitigate
© B [plan to mitigate identified identified risks by June
risks by June 2025 2025

o
matters and can only be =
confirmed once Draft &
IAnnual Financial
Statements are
submitted.
12 Section 71 reports N/A N/A Section 71 reports &
ubmitted to Mayor, proof of submission
Provincial Treasury and =
National Treasury I~
Section 52(d) reports N/A N/A Section 52 report & proof
ubmitted to Mayor, of submission
Provincial Treasury and =]
National Treasury I~
ection 72 report submitted N/A N/A Mid-Term report and
o0 Council 8  |proof of submission
=
Il payment were paid N/A N/A Invoice register, creditors
ithin 30 days of receiving 8 |age analysis and proof of
he invoice = payment
Il actions were N/A N/A Risk action plan report

implemented including the
ne-off filling the vacant
posts at Revenue Section.

with portfolio of evidence
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RESPONSIBLE PERSON: DIRECTOR IPED

Achieved/ Not Achieved

Actual Performance

Reasons for Deviation

Remedial Action to be
taken & time frame

Budget

Measurement Source/
Portfolio of Evidence

Spatial planning and land use support sustainable human settlements and economic

< o |KPI Baseline Annual Target
e ¢
g
STRATEGIC OBJECTIVE: LED: Create an environment that enables the development of the local economy and facilitates the creation of jobs. ___ SPATIAL PLANNING: «
development
Planning Phase for a il 1 Township
« |Township establishment planning
§ Establishment in Cala /surveying phase
& (30 June 2025 completed for a township
in Cala by 30 June 2025
Planning Phase for a Nil 1 Township
township establishment establishment
§ in Khowa 30 June planning/surveying phase
g 2025 completed for a township
in Khowa by 30 June
o 2025
S Number of Town 40 Notices 40 Town Planning
= § Planning contravention contravention notices
= &  |notices issued by 30 issued by 30 June 2025
s | & June2025
(72}
Number of Municipal Nil 10 sites to be
sites to be planned/surveyed to
§ planned/surveyed to adhere to SPLUMA /
@ adhere to SPLUMA / LUMS by 30 June 2025
LUMS by 30 June
2025
Review of Spatial 2018/2023 SDF Reviewed SDF by 30
S |Development June 2025
E Framework by 30 June
2025

Submission of the N/A N/A Copy of advert and
application to the District S |proof of submission to
MPT S (e DMPT
x
Submission of the N/A N/A Copy of advert and
application to the District o |proof of submission to
MPT S the DMPT
=
x
7 Town Planning N/A N/A Signed & delivered
icontravention notices =3 contravention notices
issued e
Record of decision N/A N/A Land Use
o [Application(s) Record
S b decision(s)
o
&
4
Service provider has Capacity constraints Additional human o [Final SDF
been appointed and capacity for REDP §
phase 1 of the project by 2nd Quarter ]
has been completed 2025/26 e
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Project Terms of
Reference, adverts, and

Project scope had to
be revised due to

Project to be
completed by 2nd

R350 000

IAppointment of Service
Provider and

renovated

R100 000

appointment letters vandalism. Quarter 2025/26 Completion Certificate
Burb Veries Phase 2 N/A N/A o |Completion certificates
renovated 3

(=4

S

o
Khowa Library Phase 2 [N/A N/A Completion certificates

Project Terms of

Non-responsive due to

Re-advertised and to

Completion certificates

Renovated / 3 municipal buildings ERF 379 Phase 2
S [Maintained Municipal renovated/ maintained by
g Building by 30 June 30 June 2025
2025
Renovated / 3 municipal buildings Burb Veries Phase 2
S |Maintained Municipal renovated/ maintained by
- E Building by 30 June 30 June 2025
@ 2025
3 Renovated / 3 municipal buildings Khowa Library Phase 2
g S |Maintained Municipal renovated/ maintained by
3 g Building by 30 June 30 June 2025
§ 2025
@ Refurbishment Designs  |Nil Approved refurbishment
§ for Khowa Traffic Designs & specifications
E Offices by 30 June for Khowa Traffic Offices
2025 by 30 June 2025
Renovated/ maintained |5 Municipal Halls Masibambane Phase 2
2 |Municipal Hall renovated/ maintained by
E renovated by 30 June 30 June 202
2025
Renovated/ maintained |5 Municipal Halls Cala Indoor Sports
° T [Municipal Hall Centre renovated/
g - E renovated by 30 June maintained by 30 June
e 2025 2025
° =
g a Renovated/ maintained |5 Municipal Halls Khowa Town Hall
S [Municipal Hall renovated/maintained by
I |renovated by 30 June 30 June 2025
2025
Number of building 40 Contravention notices |40 Contravention notices
= g . |contravention notices issued by 30 June 2025
S5 | & [ssuedby30June
& | B [2025

contraventions notices
issued

R0.00

reference & Advert bid cost that were be completed by §
higher than the June 2026 S
allocated budget
Masibambane Phase 2~ N/A N/A o |Completion certificates
renovated/ 3
o
3
o
Cala Indoor Sports N/A N/A o |Completion certificates
Centre renovated =3
3
x
Khowa Town Hall N/A N/A o [Completion certificates
renovated =3
S
x
10 building N/A N/A 10 Contravention

notices & signed
handover slip
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4 Supplier days

None

None

Invite and Attendance

Number of SMME One 4 Supplier days
T |Supplier Days conducted by 30 June
@ conducted by 30 June 2025
~ |2025
Number of Tourism Nil 4 Tourism Development
f development Initiative programs by 30 June
i |& programs by June 2025
2025
Number of registered  |Nil 6 registered overnight
o |overnight accommodation services
- & |accommodation by 30 June 2025
é & |service by 30 June
é‘ 2025
§ Number of Co- # meetings 4 Co-ordinated
E 'i ordinated Agricultural Agricultural forum
g @ forum meetings by 30 meetings by 30 June
8 June 2025 2025
g Number of Local # meetings 4 Number of Local
E Tourism Organisation Tourism Organisation
@ meetings by 30 June meetings by 30 June
2025 2025
Number of meetings # meetings 4 meetings (LRC) held
2 |(LRC) held for CWP for CWP Monitoring by
& |monitoring by 30 June 30 June 2025
* |2025
Number of Agricultural  Nil 86 agricultural projects for
& |projects for youth & youth & women provided
é women provided development support by
& |development support 30 June 2025
by 30 June 2025
Number of Human INil 2 Human Settlement
g E Settlement programmes facilitated by
&  |programmes facilitated 30 June 2025
% |by 30 June 2025

conducted 8 [Register
:
3 Tourism Development  |Insufficient funding Integration to the Invite and attendance
programs funding of the 8 [Register
section in 2025-26 =
Budget.
3 registered overnight Lack of Grading data Approach NAA-SA Tourism Grading
accommodation services. [from NAA -SA for data of o |certificates
accommodation =
. [+ 4
grading
Overnight N/A Signed report and
/Accommodation S |Attendance Register
Database developed. =
4 Number of Local N/A N/A Signed report and
Tourism Organisation 8 |Attendance Register
meetings =
2 meetings (LRC) held Poor participation by Approach Invitation: Attendance
for CWP Monitoring ward councillors chairperson of the g [Register & Signed
committee to 2 report
encourage
participation
18 agricultural projects Lack of adequate Mobilise for Invite, attendance
for youth & women funding additional funding S |register & report
provided development 2
support &
2 Human Settlement N/A N/A Invite, attendance
programmes facilitated 8 register
&

88




Number of quarterly quarterly reports 4 quarterly reports N/A N/A Quarterly reports
o « [reports submitted on Nil submitted on submitted on o
é Human Settlements development human development human g
& |development by 30 settlements by 30 June settlements
June 2025 2025
Number of mSCOA 12 mSCOA Steering 12 mSCOA Steering 12 mSCOA Steering N/A N/A Attendance register
> - |Steering Committee ICommittee meetings ICommittee meetings held Committee meetings land mSCOA progress
= &  |meetings by 30 June by 30 June 2025 S report
B 2025 =
Percentage No implementation of the  [100% accumulative Not Applicable N/A N/A Progress report on
< |implementation of Audit Action Plan Implementation of the laudit action plan
& |IPED audit findings / Audit Action Plan by 30 S
8 & |actions implemented June 2024 x
g by 30 June 2025.
[
é Percentage Nil 100% implementation of 50% implementation of Capacity constraints Provision of human Risk action plan report
« |implementation of laction plan to mitigate action plan mitigate capacity for REDP with portfolio of
& laction plan to mitigate identified risks by 30 and implementation § evidence
& |identified risks by 30 June 2025 of identified risks in &
June 2025 2025/26 FY.
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ESPONSIBLE PERSON: Mrs. P.P. Mngcita

< w |KPI BASELINE Annual Target Achieved/Not Achieved Actual Performance Reasons for Deviation Remedial Action to be Measurement Source/
€ & taken & time frame E Portfolio Of Evidence
o =}
a >
(2]
Strategic Objective: Promote healthy and safe environment through protection of natural resources
Implementation of IWMP by | Endorsed IWMP 3 programs to be Advert for public private The proposals received Stakeholder engagement Report signed by HOD
30 June 2025 implemented by 30 June partnership contract for the | were not responsive. sessions by September
- 2025 operation of BuyBack Centre 2025. Procurement of =1
é was published Skip Bins by December | S
o 2025. Establishment of S
° PPPs for operation of &
Buy back centre by
March 2026
Number of businesses | 700 businesses is Collection of refuse 1000 Collection of refuse 1000 |N/A N/A eekly refuse collection
waste collected by 30 | collected in businesses for | businesses for Khowa and businesses for Khowa and schedule reflecting number
June 2025. Cala & Khowa Cala towns by 30 June Cala towns pf businesses refuse
2024 coIIectgd signed by
o supervisor.
> s 2 [3 monthly reports reflecting
2 S number of businesses
a refuse collected for monthly
3 by Manager.
= Quarterly Report signed by
@ HOD.
§ - Number of household {200 Household waste bins |400 household waste bins 180 waste bins delivered | Distribution list not 220 waste bins will be Distribution list
S | waste bins procured and | procured in year procured by 30 June 2025. 17 March 2025 provided for ward 1,2 | distributed by 30 July | o
§ distribution by 30 June |2023/2024 and 3 2025 ®
2025
Number of households, 8000 household collected, Collection of refuse in 10000 Waste collected from 1263 | Refuse tractors are not The refuse tractors will Weekly refuse collection
waste collected by 30 June | Cala & Khowa households for Khowa and Households functional. be repaired by 30 August schedule reflecting number
2025 Cala by 30 June 2024 2025 of households refuse
-« collected signed by
s o |supervisor. 3 monthly
cE> e reports reflecting number of
° businesses refuse collected
for monthly by Manager.
Quarterly Report signed by
HOD
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Number of Waste

# Waste Management

B8 Waste Management

Waste Management N/A N/A < [Attendance register and
wareness Campaigns in § o |photos.
Cala and Khowa g°
[4
ommunity Safety The community safety ~ Request assistance Report signed by HOD
icommittee established.  [forum was not from Chris Hani District| € |on implementation of the
established due to lack of Municipality 8 |csp
human capacity =
o
Project Specification was  [Project could not Provision of additional Report signed by HOD
developed commence due to lack of {human capacity for o |onimplementation of the
human capacity Community Services § CSP
and implementation of §
the project in 2025/26
FY.
1183 ticket fines issued ~ |N/A N/A Signed report on ticket
& |fines issued by HOD.
(=3
o
3
[+ 4
2 Traffic Awareness N/A N/A Attendance register and

S Management Awareness |Awareness Campaign IAwareness Campaigns in
§ Campaigns in Cala and Cala and Khowa by 30
Khowa by 30 June 2025 June 2025
Development and Community Safety Community Safety Plan
o [mplementation of ICommittee established developed by 30 June
§ Community Safety Plan 2025
9 |y 30 June 2025
Number of cemeteries to {1 Cemetery fenced 1 Cemeteries fenced by 30
be fenced in khowa by June 2025
> 'é 30 June 2025
[ [}
5 o
o
8
§ Number of tickets fines 800 Tickets fines issued in 880 Ticket fines issued by
2 = [ssued by Traffic section |year 2023/2024 Traffic section: 30 June
S | £ |yJune2025 2025
8
Number of Traffic R Traffic Awareness R Traffic Awareness
S |Awareness Campaigns [Campaigns ICampaigns by 30 June
= |oy 30 June 2025 2025
o
o
Landfill site maintenance [The landfill site has been  Landfill site maintained by
2 |y 30 June 2025 maintained quarter 30 June 2025
=
o
o
Number of m\SCOA # mSCOA Steering 12 mSCOA Steering
- T [Steering Committee Committee meetings ICommittee meetings held
B = |meetings by 30 June by 30 June 2025
g 025

Campaigns S |photos
2
&
Maintenance done in 2 Refuse removal trucks  [Constant repairs and Before and after photos -
Quarters breakdown emergency  |maintenance on refuse § Report signed by HOD
resulted to redirection of removal trucks S
landfill site maintenance &
funds.
12 mSCOA Steering N/A N/A Audit Action Plan
Committee meetings Progress Report
=]
[+'4
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Number of Community  Nil 100% Implementation of
~ [Services findings / 2022/2023 financial year
o) E actions implemented by total audit findings and
o g 30 June 2025. 50% implementation of
® 2024/2025 total findings by
30 June 2025
Development of Disaster Nil Assessment conducted by
o« [Management Plan by 30 30 June 2025
9 | = |June2025
@ 13
o
Number of findings on  Nil 100% implementation of
< [the action plan to iaction plan mitigate
by = [mitigate identified risks identified risks by 30 June
o g by 30 June 2024 2024
o
Fencing of Khowa Monument Park not fenced Monument Park completed
w [Monument Park by 30 by 30 June 2025
9 | = une2025.
@ 13
o

audit findings in progress

Delays in the appeal

Settle the

Progress report on audit

process of administration jadministration fine by action plan
fine 30 June 2025 o
['4
ssessment has been Capacity constraints Provision of human Copy of approved Final
iconducted capacity for Disaster Management
Community Services | o [Plan approved by
land development of % ouncil. Copy of Council
the plan in 2025/26 Resolution.
FY.
0% implementation of Capacity constraints Provision of human Risk Action Plan report with

action plan mitigate
identified

capacity for
Community Services
land implementation of
identified risks in
2025/26 FY.

RO

portfolio of evidence.

erms of reference were
eveloped

Project could not
commence due to lack of
human capacity

Provision of additional
human capacity for
Community Services
land implementation of
the project in 2025/26
FY.

R350 000

Completion certificate
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RESPONSIBLE PERSON: Director Technical Services
KPI BASELINE ANNUAL Achieved/ Not Achieved |Actual Performance Reasons For deviation Remedial Action to be - Measurement Source/
P g i TARGET taken & time frame & Portfolio of Evidence
3 =0 =
o
Strategic Objective: Reduce infrastructure backlogs, improve maintenance, and enhance access to services.
Number of paved 0.8km done in 2023 0.8km paved on Km of paved Access Road N/A N/A o Progress report with date
S | metreson Construction Construction Qokolo to ; stamped pictures
S | of Qokolo to Koppitjie Koppitjie Access Road ©
| Access Road Phase 3 Phase 3 by 30 June 2025 5
by 30 June 2024. o
Number of km’s None 1.km of paved road oadbed completed. Asbestos water pipeline in I km to be completed - Progress report with date
o | Construction Elliot on Construction Elliot the centre of the road and |n Quarter 1 (25/26). S stamped pictures
S | Surfaced Internal Surfaced Internal ladverse weather E
F | Street by 30 June Street by 30 June conditions §
2025. 2025 o
> Number of km'’s re- None 3.34Km re-gravelling on .34Km of Access Road N/A N/A Practical Completion
2 - gravelling on Construction of Manzana onstructed b=
A £ | Construction of Access Road gravel road =
g ‘u|_‘3 Manzana Access Road done by 30 June 2025 S
S by 30 June 2025. >
%
@ Number of km’s None 1.5km gravelling on .5Km of gravelling N/A N/A Practical Completion
regravelling on Construction of Askeaton to onstructed on Askeaton to S
S | Construction of Panatjiep Access Road by Panatjiep Access Road s
I I=3
Q Askeaton to Panatjiep 30 June 2025 3
F | Access Road by 30 S
June 2025 o
Number of Sport Ward 02 Sportfield 1 Sport Facility in Cala 2% of Cala Sport facility ~ Project delayed by Project to be completed| o [Progress Report with date
9 | Facilities in Cala Constructed by 30 June onstructed ladverse weather by Quarter 1 of FY g stamped Photos
S | Constructed by 30 June 2025 conditions. 2025/26 g
& | 2025. S
x
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Basic Service Delivery

TECH 06

Electrification of
households, in Ward
4,6 &7 30 by June
2025

Chamama,Mbeni.Mboni
selo,Mtyatya,

Ntsukazi, Thembeni,New
City Phase 2,Polar
Park,Cala Reserve
Phase 2

Connection of 146
households by June2025

Maintenance of Electricity

Khowa Town

100 Street light Khowa by

S |infrastructure by 30 June 30 June 2025
S 2025
=

Number of High Mast | 6 High Mast lights Maintenance of 11 Mast
& | Lights Maintained in maintained in Cala and Lights in Cala and Khowa
S | Cala and Khowa by Khowa by 30 June 2024 | High and by 30 June 2025
| 30June 2025
o Number of High Mast Nil Refurbishment of 1 High
L | Lights Refurbishment Mast Light in Khowa/Cala
@ | in Cala/Khowa by 30 by 30 June 2025
™ | June 2025

Procure and Maintain Nil Maintenance LV by
S | Electricity changing 600m of LV (Low
S | infrastructure by 30 Voltage) bare wire to ABC
= | June 2025 (Aerial bundle conductor)

by 30 June 2025

Number of Kms of 20km of road maintained | Maintenance of 27km of
E roads maintained in all roads in Cala and Khowa
Q | Wards by 30 June by 30 June 2025
= | 2025

Number of Kms of Nil 5Km of Gravel Road Base
~ roads rehabilitated in to be rehabilitated in Jonini
X | Jonini, Ngcangcazela (2Km),
2 | &Polar Park by 30 Ngcangcazela(2km) and
= | June 2025 Polar Park(1Km) by 30

June 2025

o 4 Number of Kms of Nil 2Km of Gravel Road base
& 3 roads rehabilitated in in Lahlangubo and 1 portal

146 Households N/A N/A Progress Report with date
Connected g | stamped Photos

s

o

S

o

[+ 4
100 Streetlights in N/A N/A Progress Report with
Khowa maintained photographing images
11 High Mast Lights N/A N/A Progress Report with
were maintained photographing images

8

(=3

S
1 High mast light N/A N/A 8 Progress Report with
refurbished | photographing images
600m of LV maintained N/A N/A Progress Report with
to ABC photographing images
27Km of roads N/A N/A - Progress report with
maintained S | photos

g

&
98% completion Adverse weather To be completed by Practical Completion

conditions. Quarter 1 of FY o | Certificate
2025/26 S

o

g

&
2Km gravel in N/A N/A d Practical Completion
Lahlangubo and 1 portal & g Certificate
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culvert in Sifonondile

Lahlangubo and culvert in Sifondile to be
Sifonondile by 30 rehabilitated by 30 June
June 2025 2025
Number of Kms of Nil 4 4Km of gravel road
I | roads rehabilitated in rehabilitated in Mankazana
S | Mankazana and and Extension 15 by 30
= | Extension 15 by 30 June 2024
June 2024
o Number of Culverts Nil Construction of 2 base
T | Rehabilitated in slabs for Portal Culverts in
2 | Luxeni by 30 June Luxeni by 30 June 2025
= | 205
© Number of Kms of Nil 3.4Km of gravel road-base
T | roads rehabilitated in rehabilitated in Mdantsane
& | Mdantsane by 30 by 30 June 2025
= | June 2025
w | Number of Kms of Nil 10.6Km of gravel road-
T | roads rehabilitated in base rehabilitated in
Q | Zingquthu by 30 June Zingquthu by 30 June
= | 2025 2025
Number of Culverts Nil Construction of Portal
e | Rehabilitated in Culvert in Ntlanjeni by 30
S | Ntlanjeni by 30 June June 2025
| 2025
- Number of km's paved | Nil 0.9km of paved road on
T | inMasibambane Masibambane Internal
& | Internal Street by 30 Street by 30 June 2025
= | June 2025
- Number of km’s paved | Nil 0.9km of paved road on
S | in Takalani Internal Takalani Internal Street by
g Street by 30 June 30 June 2025
2025
o| = | Numberof km’'s paved | Nil 1km of paved road on
§ § g in Ndondo Square by Masibambane Internal
@ 3| Wi 30 June 2025 Street by 30 June 2025

was constructed
4. 4Km of gravel road N/A N/A Practical Completion
rehabilitated in g Certificate
Mankazana and S
Extension 15 o
[4
2 portal culverts N/A N/A o | Practical Completion
constructed in Luxeni 8 | Certificate
g
2
3.4Km of gravel road N/A N/A o | Practical Completion
rehabilitated in § Certificate
Mdantsana S
&2
10.6Km of gravel road N/A N/A o | Practical Completion
rehabilitated in & | Certificate
Zingquthu 8
g
1 portal culvert N/A N/A Practical Completion
constructed in Ntlanjeni =
P
8
x
0.9Km road paved. N/A N/A o | Progress Reports with
8 | date stamped photos
2 | and Practical Completion
&
0.9Km paved road N/A N/A o | Progress Reports with
8 | date stamped photos
S | and Practical Completion
&
Sub-base done; Adverse weather To be completed by Progress Reports with
Installation of conditions and plant Quarter 1 Financial | 8 < date stamped photos
stormwater pipes done | breakdowns year(25/26) 2 § and Practical Completion
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~ Kms of roads Nil 5Km of gravel road-base
< | rehabilitated in Upper rehabilitated in Upper
g Indwana by 30 June Indwana by 30 June 2025
2025
- Kms of roads Nil 4. 5Km of gravel road-base
< | rehabilitated in Lower rehabilitated in Lower
g Langanci by 30 June Langanci by 30 June 2025
2025
Number of mSCOA 4 mSCOA Steering 12 mSCOA Steering
- & | Steering committee Committee meeting committee meeting held by
L § meeting by 30 June 30 June 2024
= | 2025
Percentage Nil 100% implementation
3 | implementation of of action plan mitigate
S | action plan to identified risks by 30 June
o | F | miigate identiied 2025
§ risks by 30 June 2025
= Percentage Nil 100% accumulative
§ o | implementation of Implementation of the
S | Technical Services Audit Action Plan by 30
ﬁ findings / actions June 2025
implemented by 30
June 2025

5Km of gravel road-base | N/A N/A < Progress Reports with
rehabilitated S | date stamped photos
§ and Practical Completion
2
5Km of gravel road-base | N/A N/A < Progress Reports with
rehabilitated S | date stamped photos
§ and Practical Completion
2
Attendance of 12 N/A N/A Attendance register and
mSCOA steering mSCOA progress report
committee meetings S
o
All risk register with N/A N/A Risk action plan report
reports submitted with portfolio of
8 | evidence
&2
60 % implementation of | N/A N/A Progress report on audit
the AAP. action plan
Out of 5 findings, 3 were s
fully implemented, 2 in e

progress and 1 is due by
Quarter 1 of 25/26 FY
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CHAPTER 4: ORGANISATIONAL DEVELOPMENT PERFORMANCE

(PERFORMANCE REPORT PART Il)

COMPONENT A: INTRODUCTION TO THE MUNICIPAL WORKFORCE

Employees

Year -1 Year 0
Description

Employees Approved Posts Employees Vacancies Vacancies

No. No. No. No. %
Electricity 4 10 5 5 50%
Housing 2 3 3 0 0%
Roads 7 14 7 7 50%
Town Planning 2 2 2 0 0%
Local Economic Development 3 4 3 1 25%
Planning (Strategic & Regulatory) 2 2 2 0 0%
Community & Social Services 47 113 94 19 17%
Special Programs Unit 1 3 3 0 0%
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Vacancy Rate: Year 1

Designations

Total Approved Posts

Vacancies (Total time that
vacancies exist using fulltime)

Vacancies (as a proportion of
total posts in each category)

No
No Zo

Municipal Manager 1 0 100
CFO 1 0 100
Other s57 Managers (excluding | 4 0 100%
Finance Posts)
Senior management: Levels 13 - | 9 0 100%
20 (excluding Finance Posts)
Senior management: Levels 13 - | 3 0 100%

20 (Finance posts)

Highly skilled supervision:
excluding Finance posts
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TURN-OVER RATE

DETAILS TOTAL APPOINTMENTS | TERMINATION DURING FY TURNOVER RATE
BEGINNING OF FY
2024 / 2025 03 06 12.6%
COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE
Vacancy Rate: Year 1
Total Approved Posts Vacancies (Total time that | Vacancies (as a proportion of

vacancies exist using fulltime)

total posts in each category)

Designations No

No Zo
Municipal Manager 1 0 100
CFO 1 0 100
Other s57 Managers (excluding | 4 0 100
Finance Posts)
Senior management: Levels 13 - | 9 0 100

20 (excluding Finance Posts)

99




Senior management: Levels 13 - | 3 0 100%

20 (Finance posts)

TURN-OVER RATE

DETAILS TOTAL APPOINTMENTS | TERMINATION DURING FY TURNOVER RATE

BEGINNING OF FY

2024 / 2025

03

06

100




Page 3 of 10 | EEAZ { SAKHISIZWE MUNICIPALITY (22296 | 20 Sep 2023)

SECTION B: WORKFORCE PROFILE
1. WORKFORCE PROFILE

1.7 Please report the total number of employees (including employeas with disabilities) in each of the lcitowing
occupational levels: Note: A=Africans, C=Coloureds. | =Indians and W-=Whites

Male | Famale Fareign
Natignals
Occupational Levels Tortal
A, c i w A c 1 W Male | Ferriale
Tap . o o o 1 0
FRA N fog @ rment Q o o Q e
STLIG T IR LR P ] o o o 3 o 1] [i] o a ]

Prolessianally qualified and
experienced specialists snd mid- B o a 1 B o a i) o 0 15
management

Skiled technical and
academically gualified workers

Junior management, supervisoss. L = = . as o d . a a ek
forgmen, and supedintendenis

:{": I;:I:-LTth': descrationary 1M 1 o o o o 0 ol o a 12
:’:.::::Lad and defined decision 18 5 o 5 - . o ol o o o
TOTAL PERMANENT 62 1 o 1 GO 0 o al o o 124
Termporary smployass 1 o o o 2z [i] o o o a o 1
GRAND TOTAL 83 1 o i &2 t'.ll o O o l:lI 127

1.2 Please report the total number of @mployeas with disabihities only m each of the following occupational
levels: MNote: A=Africans, C=Coloureds. I=Indians and W=Whites

Male Female Foreign
Mat|onals
Oeecupational Levels Taval
A A I W A c Ll w Male | Female

Top |

—— L] a L] [i] o L] o o [+ o o
Sanior managamant 1 L] o o o o o i 1] o 1
Professionslly qualilied snd
exparlenced specialists and mikd- o o o o 1 o o o [} o 1
miaragement
Skilled techaical and
seadembesily quakilied workers,

3] i i
Jundor managemeni. supenvisors. o e e o S - e 0
[oremen. and superintendants
Semi-skilled and discretlonary
1] i}
decishon making o ¢ o ° e . E o °
Unskilled amnd delined decision
[} o 3] 1]

making L o o [+] s} o o
TOTAL PERMAMNENT 1 o o o i o 1] a a o 2
Tomporary employeas 1] o o O 4] o o 4] ] ] [+]
GRAMD TOTAL | 11 o} r'i o 1 o o u| Di o F

101



COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE

Skills Matrix
Manage |Gend Emplo [Number of skilled employees required and actual as of 30 June Year|
ment er yees in0
level ost as
gf 3OLecnmershﬂos Skills programmes|Other  forms  offTotal
June & other shortitraining
Year 0 courses
No. Actu |Actu [Year |Actu |Actu |Year |Actu |Actu |Year |[Actu |Actu [Yea
al: al: 0 al: al: 0 al: al: 0 al: al: r O
End [End [Targ End [End [farg End [End ([Targ End [End [Tar
of of et |of of et |of of et |of of get
Year -Year Year -[Year Year [Year Year -Year
1 0 1 0 1 0 1 0
MM andFemal |, o 1 h b o b b P b o p |
57 e
Male [0 0 2 2 0 0 0 0 0 0 0 0 0
Councill Femal | o B B O O b b P b P b P
ors e
Male [0 3 3 0 0 0 0 2 2
Technici [Femal 0 0 5 b 0 0 0 0 0 0 0 0 0
ans andle
associat
e
professio O O 6 7 O O O O ] ] O O O
nals Male
Professio [Femal 0 0 : : 0 0 0 0 0 0 0 0 0
nals e
Male [0 0 3 3 0 0 0 0 0 0 0 0 0
S“bmm'zemo' 0 o 7 B O O Db b PR Pk b b D
Male [0 0 14 14 0 0 0 0 1 1 0 0 0
Total 0 0 21 21 0 0 0 0 3 3 0 0 0
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INTERNSHIP AND WORKPLACE INTERGRATED LEARNING (WIL) PROGRAM

No. Department Number of | Completion date
beneficiaries
1 OMM (Internal Audit) 2 30 June 2025
2 Corporate Services (ICT) 2 30 June 2025
3 Technical Services (Civil) 4 30 June 2025
4 OMM(Internal Audit) 2 30 August 2025
5 IPED(Building) 2 30 August 2025
6 BTO 5 Inprogress
WIL
1 Corporate Services 2 31 December 2025
2 OMM (Speaker’s office) 1 30 June 2025
3 BTO 1 30 June 2025

The Municipality also received the following grants for internships:

LGSETA Discretionary grant

Municipal Finance Management grant

WIL

R 792 000.00
R 419 557.80
R 126 000.00

INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT

POLICIES

HR Policies and Plans

Name of Policy Completed |Reviewed Date adopted by
council or comment on
7 7 failure to adopt

1 Affirmative Action No 0 N/A

2 Aftraction and Retention 100.00 0 30 May 2025

3 Code of Conduct for employees {100.00 0 30 May 2025

4 Delegations, Authorisation &(100.00 0 30 May 2025
Responsibility

5 Disciplinary Code and Procedures [100.00 0 30 May 2025

6 Essential Services 100.00 0 30 May 2025

7 Employee Assistance / Wellness No 0 N/A

te] Employment Equity 100.00 0 30 May 2025

9 Exit Management No 0 N/A
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10 |Grievance Procedures 100.00 0 30 May 2025
11 HIV/Aids 100.00 0 30 May 2025
12 |Human Resource and Development|100.00 0 30 May 2025
13 [Information Technology 100.00 0 30 May 2025
14 |Job Evaluation 100.00 0 30 May 2025
15 |Leave 100.00 0 30 May 2025
16 |Occupational Health and Safety  {100.00 0 30 May 2025
17 |Official Housing 100.00 0 30 May 2025
18 [S&T 100.00 0 30 May 2025
19 |Official transport to attend Funerals [100.00 0 30 May 2025
20 |Official Working Hours and Overtime|100.00 0 30 May 2025
21 |Organisational Rights No 0 N/A
22  |Payroll Deductions 100.00 0 30 May 2025
23 |Performance Management and|100.00 0 30 May 2025
Development
24  |Recruitment, Selection and|(100.00 0 30 May 2025
Appointments
25 |Remuneration Scales and(100 0 30 May 2025
Allowances
26 |[Resettlement No 0 N/A
27 RSexual Harassment 100 0 30 May 2025
28  Skills Development 100 0 30 May 2025
29  Smoking 100.00 0 30 May 2025
30 Special Skills No 0 N/A
31 |Work Organisation 0 30 May 2025
32 |Uniforms and Protective Clothing {100 0 30 May 2025
33 |Other: No 0 N/A

During the year under review a range of activities

development workshop in collaboration with COGTA-EC Province.

have been undertaken, and to
complete the work the municipality is planning a policy review - community
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INJURIES, SICKNESS AND SUSPENSIONS

Number and Cost of Injuries on Duty

Type of injury Injury LeaveEmployees usingProportion |Average [Total
Taken injury leave employees (Injury LeaveEstimated
using sicklper Cost
leave employee
Days No. % Days R'000
Required basic medical0 0 0% 0 0
attention only
Temporary total0 0 0% 0 0
disablement
Permanent disablement|0 0 0% 0 0
Fatal 0 0 0% 0 0
Total 0 0 0% 0 0
Number of days and Cost of Sick Leave (excluding injuries on duty)
Total sicklProportion ofEmployees [Total *Average [Estimated
leave sick leavelusing sickemployees [sick leavelcost
without leave in post* per
Salary band medical Employees
certification
Days % No. No. Days R' 000
Lower skilled 50 % 7 40 17 0
(Levels 1-2)
zl)qlled (Levels 3_80 e 0 12 6.6
Highly skilled
production 80 2% 1 41 4.4
(levels 6-8)
Highly skilled
supervision 30 2% 1 15 7.2 31
(levels 9-12)
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Senior

management 80 2% 0 9 0 0
(Levels 13-15)

MM and S56 36 2% 2 6 16

Total 436 2% 12 125 3.10 61

The municipality still needs to develop an OHS Policy. Notable is the high rate of abuse of
leave by lower skilled, semiskilled, and skiled employees respectively, but this frend is
being addressed with the controls recently instituted by management.

DISCIPLINARY CASES

The municipality has no disciplinary cases in the year under review.

PERFORMANCE REWARDS

Performance Rewards

By Gender

Designations

Beneficiary profile

Gender Total numberNumber oflExpenditure onProportion  of
of employeesbeneficiaries [rewards Year 1jpoeneficiaries
in group within group

R' 000 %
Lower skilled (Levels 1{Female n/a n/a n/a n/a
2
) Male n/a n/a n/a n/a
Skilled (Levels 3-5) Female n/a n/a n/a n/a
Male n/a n/a n/a n/a
Highly skiledFemale n/a n/a n/a n/a
roduction (levels 6-8
P ( )Mole n/a n/a n/a n/a
Highly skiledFemale n/a n/a n/a n/a
supervision (levels 9
12) Male n/a n/a n/a n/a
Senior managementFemale n/a n/a n/a n/a
(Levels 13-195)
Male n/a n/a n/a n/a
MM and S57 Female n/a n/a n/a n/a
Male n/a n/a n/a n/a
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Performance Rewards By Gender

Designations

Beneficiary profile

Gender Total numberNumber oflExpenditure onProportion  of
of employeesbeneficiaries [rewards Year ljpoeneficiaries
in group within group

R' 000 %
Total 0 0 0 0
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Financial Competency Development: Progress Report*

A. Total | B. Consolidated: | Consolidated: Consolidated: Consolidated: Total
number of | Total number of | Total of A and | Competency Total number of | number of officials
officials officials B assessments officials ~ whose | that meet
employed by | employed by completed for A | performance prescribed
municipality municipal and B (Regulation | agreements competency levels
(Regulation entities 14(4)(b) and (d)) | comply with | (Regulation
14(4)(a) and | (Regulation Regulation 16 | 14(4)(e))
(c)) 14(4)(a) and (c) (Regulation
14(4)(f))

Accounting officer | 1 0 1 1 0 1

Ch.lef financial : 0 : : : :

officer

Senior managers 4 0 4 4 4 4

An}/ _o’rher financial 15 0 15 15 0 15

officials

Supply Chain

Management 3 0 0 0 0 3

Officials

Heads of supply

chain 0 0 0 0 0 0

management

units
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Supply chain
management 0 0 0 0 0
senior managers
TOTAL 24 0 24 24 24
Skills Development Expenditure
R'000
Employees (Original Budget and Actual Expenditure on skills development Year 1
as at the - - —
beginning Learner ships Skills programmes &|Other forms of training [Total
f the other short courses
Management .
level Gender financial
year
No. Original Actual Original  |Actual |Original Actual Original |Actual
Budget Budget Budget Budget
MM and $57 Female |1 374 000.00 22 000.00 [0 0 0 374 000 0022 000 00
Male 2 374 000.00 2200000 [0 0 484 599.00 |70 33000 |858 599 00(92 330 00
Legislators, andFemale |4 374 000.00 8800000 [0 0 0 0 374 000 00{88 000 00
managers
Male |6 374 000.00 (13200000 [0 0 0 0 0 0
Professionals Female 2 374 000.00 4400000 [0 0 0 0 0 0
Male |6 374 000.00 (13200000 0 0 484 599.00 [210 990 00 858 599 00342 990 00
Female 0 0 0 0 0 0 0 0 0
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Skills Development Expenditure

R'000

Employees (Original Budget and Actual Expenditure on skills development Year 1

as at the

beginning Learner ships Skills programmes &|Other forms of training [Total

f th other short courses

Management o =
level Gender financial

year

No. Original Actual Original  |Actual |Original Actual Original |Actual

Budget Budget Budget Budget

Technicians and
associate 1 0 0 0 0 484 599.00 [31 94600 484 599 0031 946 00
professionals Male
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COMPONENT D: MANAGING THE MUNICIPAL WORKFORCE EXPENDITURE
EMPLOYEE EXPENDITURE

Number Of Employees Whose Salaries Were Increased Due to Their Positions Being Upgraded

Beneficiaries Gender Total
Lower skilled (Levels 1-2) Female n/a
Male n/a
Skilled (Levels 3-5) Female n/a
Male n/a
Highly skilled productionFemale n/a
(Levels 6-8) Male s
Highly skilled supervision (Levels?-12) Female n/a
Male n/a
Senior management (Levels13-16) Female n/a
Male n/a
MM and S 57 Female n/a
Male n/a
Total 0

SUSPENSIONS AND CASES OF FINANCIAL MISCONDUCT:

The municipality has not experienced suspensions and cases of financial misconduct.
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EMPLOYEE EXPENDITURE

Workforce Expenditure Trends (R' 000)

26 000

25000

24000 -+

23000 -+

22000

21000

20000

19000 -

Year -2

Year -1 Year0 Year 1

Source: MBRR SA22

Employees appointed to posts not approved

Department Level | Date of | No. Reason for appointment
appointment | appointed when no established post

exists

N/A N/A N/A N/A N/A
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CHAPTER 5: FINANCIAL PERFORMANCE

Chapter 5 contains information regarding financial performance and highlights specific
accomplishments. The chapter comprises of four components:

¢ Component A: Statement of Financial Performance
e Component B: Spending Against Capital Budget
e Component C: Cash Flow Management and Investment

e Component D: Other Financial Matters
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COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE
STATEMENTS OF FINANCIAL PERFORMANCE

The municipality operated on surplus for the financial year ended 2024/25. Sakhisizwe
Local Municipality managed its own obligation to all third parties (Eskom, SARS, Pension
Fund and Auditor- General) were paid on time. The municipality struggles with Debt
collection as a results, Revenue Management Strategy was developed and is currently
being implemented.

The municipality is implementing a Revenue Enhancement Strategy following stages and
currently the municipality is at a stage whereby the municipality offers incentives to its
customers to motivate them to attend to their municipal accounts.
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GRANTS

GRANT DESCRIPTION OPENING BALANCE ALLOCATION AMOUNT AMOUNT SPENT/ |UNSPENT RECEIPTS TOTAL
RECEIVED REALISED CONDITIONAL GRANT | TO DATE % | ALLOCATION %
Municipal Infrastructure Grant (MIG) 30 684 000.00 30684 000.00 | 30684 000.00 100.00 100.00
Expended Public Works Program (EPWP) 1423 000.00 1423 000.00 1423 000.00 100.00 100.00
Financial Management Grant (FMG) 3000 000.00 3000 000.00 3000 000.00 100.00 100.00
Department of Transport( Pound) 1941000.00 1348 046.28 1367 660.61 101.46 7046
Disaster Recovery Management Grant 3687362188 | 3687362188 | 72388621.88 | 66581100.12 5807 512.76 91.98 180.57
36873621.88 | 73921621.88 | 108843 668.16 | 103 055 769.73 5807512.76 94.68 139.41

COMMENT ON OPERATING TRANSFERS AND GRANTS:

The budget for year 1 and year 0 was fully funded. Sakhisizwe Local Municipality was able
to spend all operational grants for the intended purposes. The Municipality was able to
fund completely its indigent register from the Equitable Share and furthermore the
municipality managed its obligations.

COMMENT ON CONDITIONAL GRANTS AND GRANT RECEIVED FROM OTHER SOURCES:

The budget for year 1 and year 0 was fully funded. Sakhisizwe Local Municipality was able
to spend all conditional grants for the intended purposes. The municipality received
R760 000 from DSRAC for the Library services. The municipality had an unspent conditional
grant (MDRG), and remedied by applying for a roll-over which was approved.

ASSET MANAGEMENT

Sakhisizwe Local Municipality has a legal and moral obligation to ensure that it provides
effective and efficient asset management over its useful life. Asset Management deals
with municipal rules required to ensure the enforcement of proper stewardship of assets
(management, utilization & control by municipal officials).

The Asset Management Section of the Municipality is the custodian of the Municipality’s
Fixed Asset Register and shall ensure that a complete, accurate and up to date asset
register is maintained. No amendments to the asset register shall be made other than
those authorized by the Accountant and the Chief Financial Officer.

Physical asset verification is conducted bi-annually in all areas where Municipal assets are
kept. It is crucial as much as the accounting of the assets on the accounting books as it
provides accuracy between the asset register and what is on the floor. Updating of the
asset register upon any event occurring to municipal assets (i.e. acquisition, disposal, theft
and/or loss) is key to the section as it allows alignment with the fixed asset register. The
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-

results of this verification must be reported to the Municipal Manager and the Sakhisizwe
Municipal Council.

purpose of
asset

Access road

NAME Roads
Description Roads
Asset type Roads
Key staff
involved SCM and Technical Services
Staff
responsibility | Contract management, reporting, monitoring and evaluation.
Asset value Year -2 Year -1 YearO Year 1
17 866 657,64 | 25 471 001,22 | 36 983 100,24 37 892 052,85
Capital
Implications MIG
Future

Describe key
issues

Project delay

Policies in
place fo
manage
asset

Asset Management Policy
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FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS

O R NWLMAULION

2023

Liquidity Ratio

Actuall 2023 Actuall 2022 actuall 2021 actuall 2020

2.0

Cost Coverage

18

1.6

1.4

1.2

1.0

\;8

0.8

0.6

== iii. Cost coverage

0.4

0.2

Year -2

Year -1

Year O

Cost Coverage~— It explains how many months expenditure can be coveredby the cash and other liquid assets

of grants and is calculated

Data used from MBRR SA8

ilable to the Munici

ity excluding utilisation
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Total Outstanding Service Debtors

70.0%
68.0% /‘\

66.0%

64.0% / \

64.0%
62.0% \
62.0% g
\Q»S%

== ii.0/S Service Debtors to Revenue

60.0%

58.0%

56.0%
Year -2 Year -1 Year 0 CurrentYear: Year 1

Total Outstanding Service Debtors — Measures how much money is still owed by the community for water, electricity, waste removal and sanitation
compared to how much money has been paid for these services. It is calculated by dividing the total outstanding debtors by th e total annual revenue. A
lower score is better.

Data used from MBRR SA8

Creditors System Efficiency

120.0%
96.0%
100.0% 93:0%
87.0% - —
80.0%
67ﬁ/
60.0%
40.0%
«=4- Creditors System Efficiency
20.0%
0.0% T T T 1
Year -2 Year -1 Year 0 CurrentYear: Year 1

Creditor System Efficiency— The proportion of creditors paid within terms (i.e. 30 days). This ratio is calculated by outstanding trade creditors divided
by credit purchases

Data used from MBRR SA8
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Capital Charges to Operating Expenditure

9,
80.0% 74.0%

69.0% /\
70.0% c10%
0%
‘/( \)‘0%

60.0%

50.0%

40.0%

30.0% —o— Capital Charges to Operating Expenditure

20.0%

10.0%

0.0% T T T "
Year-2 Year-1 YearO CurrentYear: Year 1

Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital interest and principle paid by the total operating
expenditure.

Data used from MBRR SA8

Employee Costs

100.0% 5350%
90.0%

89.0%
90.0% ~— —

80.0% \\77‘0%//

70.0%

60.0%

50.0%

40.0%

30.0%
=== Employee costs

20.0%

10.0%

0.0% T T T "
Year -2 Year -1 Year 0 CurrentYear: Year 1

Employee cost — Measures what portion of the revenue was spent on paying employee costs. It is calculated by dividing the total employee cost by
the difference between total revenue and capital revenue.

Data used from MBRR SA8

DEBT COVERAGE
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4080 420 1 657 580

5139 000

Repairs and | 5738 000
maintenance
Expenditure

COMPONENT B: SPENDING AGAINST CAPITAL BUDGET

The capital budget of Sakhisizwe for the 2024/2025 financial year is R117 882 million with
a current actual expenditure of R 188 799million which constitutes 75% of the Budget

CAPITAL EXPENDITURE

Capital Expenditure: Year 1
1200
1000
800

c B Capital Expenditure

é 600

E B Operating

Expenditure

400
200

SOURCES OF FINANCE
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BudgetYear 2024/25

Original Budget

National Government

Provincial Government

District Municipality

Transfers and subsidies - capital (rr
Transfers recognised - capital

Borrowing
Internally generated funds
Total Capital Funding

70304 800.00

Adjusted Budget YearTD actual

107178 438.00 79573433.00

1541 000.00 1941 026.00 7403 158.00
72245800.00 109119 464.00 86976 592.00
2405837.00 8§762827.00 1822671.00
74651 637.00 117882 291.00 88799 263.00

Adjustment
Original Budget budget
YTD variance YTD variance
113.18 - 0.26
381.41 2.81
120.39 - 0.20
75.76 - 0.79
118.95 - 0.25

CAPITAL SPENDING ON 5 LARGEST PROJECTS

TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED YEAR 1

ASSET 2

NAME INEP/SCM/06/01/2024-25

Description Electrification of Chamama, Mdeni, Mbonisela, Mtyatyaq,
Thembeni, Cala Reserve, Polar Park and New City.

Asset type Electricity infrastructure

Key staff involved

SCM and Technical Services

Staff responsibility

Contract management, reporting, monitoring, and evaluation.

Asset value

Year -2 Year -1 Year O Year |
R11852 615,64 | R10 502 672,93 | R4 625 R5 205 437,37
776,37

Capital Implications

INEP

Future purpose of asset

Electrification

Describe key issues

N/A

Policies in fo

manage asset

place

Asset Management Policy

TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED YEAR 1

ASSET 3

NAME Sport Field
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Description

Community Assets

Asset type Cala Sport Field
Key staff
involved SCM and Technical Services
Staff
responsibility | Contract management, reporting, monitoring and evaluation.
Asset value | Year | Year -1 Year O Year 1

-2

R7 866 069,31 R4 420 306,76

Capital
Implications | Department of Sport
Future Sport recreation

purpose of
asset

Describe
key issues

Project delay

Policies in
place fo
manage
asset

Asset Management Policy
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COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS

Capital expenditure on renewal of existing assets by asset class

2oz2asza Budget Year 2024/25
Capital expenditure on renewal of existing assets by asset class Ao Adjusied VeartTh

Fuil wear
YearTo actual Budmet ¥TD wariance | YTD variance Foreeaoat

23 397 32.3% 72 am9
23 124 B 72 3so
23 124 31.8% 72 aao

a8 991
a8 265
49 268

o 04y as s1s
B 047 as 518
° 047 as B8

o) Too.0%e @)
100.0% ©)

- (o (o)

Srorm warer Conveyance
Attenuation

Esectrical Infrastrucure 5847 56.5% o

Power Pisnes -
ML Switching Statons =
M Metworks
LV oS -
Capital Spares

Water Supply Infrastruciure
Capta Spares -

Saneason Infrastruciure

Sold Waste Infrastructsre

5847 56.5% o

100.0% 0y
100.0% 00

_ - ) - I o)
- oy - oy oy

Informason and Communicasen Infrastruchsre
Capital Spares

3052 1 941 1 041 7 403 1941 (5 4632) —201.4% 1941
P TEEa AN Y oan

5 asz) -2a1.4% 1 man

1
i
¥
i

#O O —

Revenus Generasng
Improved Propern: =
LmEroved Property

Mon-revenus Genarasng
smproved Property =
LTIEr OV Propey

Diher assets -

Operasonal Busdings
Housing

Biclogical or Cultivated Assets - -
Diclogical or Cumvaea Assets =

intangibie Asses = 1000 oy
Servmuass
Licences and Rights
Unspecifiec

100.0% o)

Computer Equigment = =
Compuser Equipment

E i anc Crffice -
Furnfure and Omcs Equipnent - -

Machinery and Equipment - — 6022 117 w022 s 05 B8.0%% 022
MEChINEry and Equipm-ent - - 6 oz2 17 5 oz 5 S05 BR.O% 6 oz2

Transport Assets -
Transpon Assets = —

Matre
Immature
Total Capital Ex an renewal of existing assets 12 ona ar ane 80 352 56 325

80 35z 24 027 =9.9% 80 3532
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2023124 Budget Year 2024/25
Description ; i :
Audited Original Adjusted YearTD actual YearTD YID variance YTD variance Full Year
Outcome Budget Budget budget Forecast
R thousands %

CASH FLOW FROM OPERATING ACTIVITIES

Receipts
Property raies 4141 963 14724 324 14724 (11 481) -718% 14724
Service charges 19 383 25184 24 989 26941 24 089 1452 8% 24089
Other revenues 3 837 2 665 16 643 3204 16 543 (13 33%) -81% 16 543
Transfers and Subsidies - Operatonal 88 3m 95 153 95 512 94 523 95 512 (689) -1% 95 512
Transfers and Subsidies - Capital 77983 72248 102 119 69 805 108119 (39 315) -36% 108 119
Inferest 9 468 777 15 985 13821 15 968 (2 068) -13% 15 968
Dividends - - - - - - -
Payments
Suppliers and employees (76 368) (130 960) (141 274) (95 884) (120 391) (24 507) 20% (141 274)
Interest - (120} (171} - (171 (71} 100% (171
Transfers and Subsidies - (1215) (1 563) - (1 563) (1 563) 100% (1 563)
NET CASH FROM/(USED) OPERATING . 126 836 80 315 133 868 116 044 154 752 38708 25% 133 868

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceads on disposal of PPE - - 6382 - 6 382 (6 382) -100% 6382

Decrease (increase) in non-current recei - - - - - - _

Decrease (increase) in non-current inves - - - - - - -

Payments
Capial asses (89 087) (74 652) {117 882 (89 087) {117 882) (28785)  24% {117 882)
NET CASH FROM/(USED) INVESTING # (89 097) (74652)  (111500) (89097) (111500 (22403)  20% {111 500)

BORROWING AND INVESTMENTS
The municipality does not have loans.
PUBLIC PRIVATE PARTNERSHIPS

The municipality has an agreement with the Department of Transport, which was assisting
the institution on construction of Cala Pound, which is completed and the Khowa pound,
the contractor is on site.

COMPONENT D: OTHER FINANCIAL MATTERS

REVENUE ENHANCEMENT STRATEGY (RES)

BACKGROUND PERTAINING TO THE RES

The development of this strategy came at the backdrop of the gross outstanding
debtors balance of Sakhisizwe Local Municipality being R154 million as at 28 February
2023. The amount has accumulated over a period due to lack of effective controls in

revenue collection and socioeconomic factors, among other things. In considering the
socio-economic factors, specifically high levels of unemployment, it should be noted
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that registered indigent debtors are subsidized, therefore causes for non-payment
needed to be identified.

The municipality derives its own revenue from Business, Government Institutions,
Households and Other services. Even though households are a lot in number, they
contribute the least percentage to internal generated revenue. A significant portion of
household consumers are indigent and subsidized for services rendered by equitable
share (free basic services).

THE OBJECTIVES OF THE STRATEGY

The objective of this strategy undertakes to address financial and institutional challenges
faced by the municipality in revenue management. The focus is on the formulation and
implementation of revenue enhancement strategy (RES) to improve financial
management and conftrols within the municipality and current payment levels, and
then to recover arrear debt, which will ultimately result in an enhancement of service
delivery for the betterment of its residents of the Sakhisizwe municipal jurisdiction.

As indicated above, the RES seeks to identify causes for non-payment and to develop a
strategy to address those challenges. In order to develop an effective system of
revenue collection, it is imperative to understand the reasons and dynamics behind the
current situation. Revenue collection problem starts early in the revenue and
receivables cycle when the consumers apply for services, when there are no proper
controls in processing of bills and many other reasons within the process, not when the
client defaults. The strategy thus focuses on treating the cause of the problems and not
the symptoms.

The RES adopts a strategic and focused approach which is time-bound yet
comprehensive enough to ensure that the underlying causes of the under collection are
adequately addressed. To achieve this objective, the RES presents a phased approach
to recovery, differentiating between issues to be addressed in the short, medium and
long term. The RES is divided into four distinct but interdependent phases. These include
a Rescue Phase (Phase 1) which focuses primarily on cash and restoring the cash
position of the municipality, capacitation of staff and establishment of a project steering
committee; followed by a Stabilisation Phase (Phase 2) which expands on the financial
indicators to be monitored and emphasizes key governance and institutional issues
which must simultaneously be addressed, and the need for innovative measures of debt
collection to be sought; Phase (Phase 3) focusing on the collection from the biggest
contributor to outstanding debt —residents, and finally, (Phase 4) to ensure that
indicators are developed that will give effect to the long-term financial sustainability of
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the municipality. The approach is designed to ensure that debt collection is not only
achieved, but more importantly, that progress is institutionalized and sustained within
Sakhisizwe Local Municipality.

C. THE PHASES OF THE STRATEGY
The revenue enhancement strategy is divided into four phases which consist of:

Phase one (2023/24) — Establishment of project steering committee; Development of
Communication strategy, training and capacitating staff; Collection from government
and large business debtors, municipal staff and councillors;

Phase two (2024/25) - stabilizing the billing processes as well as collecting from farmers,
small businesses and professional people;

Phase three (2025/26) - data cleansing of households and collection from consumer
debtors and;

Phase four (2026/27) - stringent management of consumers’ current account. The
commencement of phase four was initially set to done during the 2025/26 financial year.
However, it was postponed commencing in 2026/27.

D. THE PROGRESS IN IMPLEMENTING THE RES
For the 2024/25 financial year the municipality was in phase three.

RES outfreach programmes are continually being carried out. These take the form of
communication with our customers through in-person meetings, use of social media
platforms and the appearances of the honourable Mayor B. Ponoshe in the Vukani
Community Radio station, a local radio station. We have quarterly Ratepayers
Meeting where we present the strategy to our customers and encourage them to
participate and register for Indigent subsidy and this has helped us with data
collection and cleansing.

The municipality has taken note of the growing buy in of its customers in the RES.
E. THE MILESTONES OF THE STRATEGY

The milestone achieved since the inception of the RES mainly include

e Increase in the revenue collection from the billed accounts of customers in the
form of payments.

e The continuous data cleansing which has resulted in the identification and
rectification and subsequently improving the quality of information held within
and produced by the biling module within the billing system.

e The positive effect of the RES in improvement of the audit results for the 2024/25
financial year as there were not material audit findings within revenue and
receivables.
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F. ACOMPARISON BETWEEN 2023/24 AND
2024/25 FINANCIAL YEARS

It has been mainly, residents and households who have taken advantage of the
incentive scheme infroduced via the RES.

2023/2024 2024/2025

Customer Count

Residents/Households _
0
S e e 26

Cash Received Per Catego I
Residents/Households - R4083452  R25827210
~ RA4083452 R29384020

RES: Revenue Collection - /ncentive Scheme

R350 000

R300 000

R250 000

R200 000

R150 000

G. R100 000

R50 000
0 ]

2023/2024 2024/2025

B Residents/Households ® Farms

COMPARISON BETWEEN 2023/24 AND
2024/25 FINANCIAL YEARS
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The revenue collection has also significantly increased from 2023/24 to 2024/25.

R 1109197595 R 870603222
R 327 572,64 R 521 529,66
R 5936501,85 R 137343234
R 1127860,32 R 643 932,18
R 1336357,55 R 104498375
R 19 820 268,31 R 12289 910,15

The graph below shows the revenue collection per category.

Revenue Collection - Billed Accounts

R12 000 000
R10 000 000
R8 000 000
R6 000 000
R4 000 000

R2 000 000

RO = BN . .- .-

Businesses Farms Government Other Residents

m2025FY m2024 FY

COMPARISON BETWEEN 2023/24 AND 2024/25 FINANCIAL YEARS
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The revenue collection from billed accounts increased significantly from 2023/24 to
2024/25, an increase of R7,5m.

RES: Total Revenue Collected - Billed
Accounts

R25 000 000
R20 000 000
R15 000 000
R10 000 000 R19 820 268

R5 000 000

R12289910

RO
Total Revenue Collected

W 2025FY m2024FY

SUPPLY CHAIN MANAGEMENT

Sakhisizwe Local Municipality has a Supply Chain Management Policy in place that was
adopted on 17 May 2024. The objective of this policy is to provide a policy framework
within which the municipal manager and Chief Financial Officer can institute and
maintain a supply chain management system which is fair, transparent, efficient,
equitable, competitive, which ensures best value for money for the municipality applies
the highest possible ethical standards and promote local economic development.

The municipality has capacitated the supply chain officials in the year under review, to
ascertain that SCM officials are kept abreast on regulations and the below listed
legislations.

By adopting this policy, the council further pledges itself and municipal administration to
the full support of the proudly SA campaign and to the observance of all application
national legislation including the.

Preferential Procurement Policy Framework Act No. 5 of 2000 and its regulations.
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Broad Based Black Economic Empowerment Act No. 53 of 2003 and any applicable code
of practice promulgated in terms of that act; and LG Municipal Finance Management
Act No. 56 of 2003, including the regulations relating to the prescribed framework for
supply chain management.

GRAP COMPLIANCE

GRAP is the acronym for Generally Recognized Accounting Practice, and it provides the
rules by which municipalities are required to maintain their financial accounts. Successful
GRAP compliance will ensure that municipal accounts are comparable and more
informative for the municipality. It will also ensure that the municipality is more
accountable tfo its citizens and other stakeholders. Information on GRAP compliance is
needed to enable National Treasury to assess the pace of progress and consider the
implications.

Approvec

Preface of Standards of GRAP

Glossary of Defined Terms

GRAP Number Document Title and Link

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash Flow Statements

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors
GRAP 4 The Effects of Changes in Foreign Exchange Rates
GRAP 5 Borrowing Costs

GRAP 9 Revenue from Exchange Transactions

GRAP 10 Financial Reporting in Hyperinflationary Economies
GRAP 11 Construction Contracts

GRAP 12 Inventories

GRAP 13 Leases
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GRAP 14

GRAP 16

GRAP 17

GRAP 18

GRAP 19

GRAP 20

GRAP 21

GRAP 23

GRAP 24

GRAP 25

GRAP 26

GRAP 27

GRAP 31

GRAP 32

GRAP 34

GRAP 35

GRAP 36

Events After the Reporting Date

Investment Property

Property Plant and Equipment

Segment Reporting

Provisions, Contingent Liabilities and Contingent Assets
Related Party Disclosures

Impairment of Non-cash-generating Assets

Revenue from Non-exchange Transactions (Taxes and Transfers)
Presentation of Budget Information in Financial Statements
Employee Benefits

Impairment of Cash-generating assets

Agriculture

Intangible Assets

Service Concession Arrangements: Grantor

Separate Financial Statements

Consolidated Financial Statements

Investments in Associates and Joint Ventures
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GRAP 37

GRAP 38

GRAP 100

GRAP 103

GRAP 104

GRAP 105

GRAP 106

GRAP 107

GRAP 108

GRAP 109

GRAP 110

Joint Arrangements

Disclosure of Interests in Other Entities

Discontinued Operations

Heritage Assets

Financial Instruments

Transfer of Functions Between Entities Under Common Control
Transfer of Functions Between Entities Not Under Common Control
Mergers

Statutory Receivables

Accounting by Principals and Agents

Living and Non-living Resources

132



CHAPTER 6 — AUDITOR GENERAL AUDIT FINDINGS
COMPONENT A:AUDITOR GENERAL REPORT YEAR 2024-2025

SAKHISIZWE LOCAL
MUNICIPALITY
Audit Report

For the year ended 30 June 2025

AUDITOR-GENERAL
SOUTH AFRICA

Auditing to build public confidence
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"

Report of the auditor-general to the Eastern Cape Provincial Legislature
and the council on Sakhisizwe Local Municipality

Beport on the audit of the financial statements

Opinion

1. | have audited the financial statements of Sakhisizwe Local Municipality set out on pages xx to
xX, which comprise the statement of financial position as at 30 June 2025, statement of
financial performance, statement of changes in net assets, and the cash flow statement and
the statement of comparison of budget and actual amounts for the year then ended, as well as
notes to the financial statements, including a summary of significant accounting policies.

2. In my opinion, the financial statements present fairly, in all material respects, the financial
position of Sakhisizwe Local Municipality as at 30 June 2025 and its financial performance and
cash flows for the year then ended in accordance with the South African Standards of
Generally Recognised Accounting Practice (GRAP) and the requirements of the Municipal
Financial Management Act 56 of 2003 (MFMA) and the Division of Revenue Act 24 of 2024
(Dora).

Basis for opinion

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

4. | 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.

5. | 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.

7. As disclosed in note 41 to the financial statements, the corresponding figures for 30 June 2024
were restated as a result of an error in the financial statements of the municipality at, and for
the year ended, 30 June 2025.

8. As disclosed in note 3 to the financial statements, material allowance for impairment of
R89,09 million (R2024: R76,59 million) was incurred as a result of a write-off of irrecoverable
debtors.
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9. Asdisclosed in note 4 to the financial statements, material allowance for impairment of R73,58
million (R2024: R64,25 million) was incurred as a result of a write-off of irrecoverable debtors.

Other matter

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

11. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose particulars of
non-compliance with the MFMA in the financial statements. This disclosure requirement did not

form part of the audit of the financial statements and, accordingly, | do not express an opinion
on it.

Responsibilities of the accounting officer for the financial statements

12. The accounting officer is responsible for the preparation and fair presentation of the financial
statements in accordance with the GRAP standard 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.

Responsibilities of the auditor-general 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 ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

Report on the annual performance report

16. In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in
terms thereof, | must audit and report on the usefulness and reliability of the reported
performance information against predetermined objectives for the selected material
performance indicators presented in the annual performance report. The accounting officer is
responsible for the preparation of the annual performance report.
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17. | selected the following material performance indicators related to basic service delivery
presented in the annual performance report for the year ended 30 June 2025. | selected those
indicators that measure the municipality’s performance on its primary mandated functions and
that are of significant national, community or public interest.

Number of businesses’ waste collected by 30 June 2025
Number of households’ waste collected by 30 June 2025

Number of paved metres on construction of Qokolo to Koppitjie access road Phase 3 by
30 June 2025

Number of kms on construction on Elliot Surfaced Internal Street by 30 June 2025

Number of kms of re-gravelling on construction of Manzana access road by 30 June
2025

Number of kms of re-gravelling on construction of Askeaton to Panatjiep access road by
30 June 2025

Number of sports facilities in Cala constructed by 30 June 2025
Electrification of households in wards 1, 2, 3, 6, 7 and 8 by June 2025
Number of streetlights maintained in Khowa by 30 June 2025

Number of high mast lights maintained in Cala and Khowa by 30 June 2025
Number of high mast lights refurbishment in Khowa by 30 June 2025
Procure and maintain electricity infrastructure by 30 June 2025

Number of kms of roads maintained in all wards by 30 June 2025

Number of kms of roads rehabilitated in Jonini, Ngcangcazela and Polar Park by 30
June 2024

Number of kms of roads rehabilitated in Lahlangubo and Sifonondile by 30 June 2024
Number of kms of roads rehabilitated in Mankazana and Extension 15 by 30 June 2024
Number of culverts rehabilitated in Luxeni by 30 June 2024

Number of kms of roads rehabilitated in Mdantsane by 30 June 2024

Number of kms of roads rehabilitated in Zingquthu by 30 June 2024

Number of culverts rehabilitated in Ntlanjeni by 30 June 2024

Number of kms paved in Masibambane Internal Street by 30 June 2025

Number of kms paved in Takalani Internal Street by 30 June 2025
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e Number of kms paved in Ndondo Square by 30 June 2025

e Kms of roads rehabilitated in Lower Langanci by 30 June 2025

» Kms of roads rehabilitated in Upper Indwana by 30 June 2025

* Renovated / maintained municipal building by 30 June 2025 (ERF 379 Phase 2)

* Renovated / maintained municipal building by 30 June 2025 (Burb Veries Phase 2)

e Renovated / maintained municipal building by 30 June 2025 (Khowa Library Phase 2)
» Refurbishment designs for Khowa traffic offices by 30 June 2025

* Renovated / maintained municipal hall by 30 June 2025 (Masibambane Phase 2)

* Renovated / maintained municipal hall by 30 June 2025 (Cala Indoor Sports Centre)
* Renovated / maintained municipal hall by 30 June 2025 (Khowa town)

18. | evaluated the reported performance information for the selected material performance
indicators against the criteria developed from the performance management and reporting
framework, as defined in the general notice. When an annual performance report is prepared
using these criteria, it provides useful and reliable information and insights to users on the
municipality’s planning and delivery on its mandate and objectives.

19. | performed procedures to test whether:

o the indicators used for planning and reporting on performance can be linked directly to the
municipality’s mandate and the achievement of its planned objectives

o all the indicators relevant for measuring the municipality’s performance against its primary
mandated and prioritised functions and planned objectives are included

» the indicators are well defined to ensure that they are easy to understand and can be
applied consistently, as well as verifiable so that | can confirm the methods and processes
to be used for measuring achievements

o the targets can be linked directly to the achievement of the indicators and are specific, time
bound and measurable to ensure that it is easy to understand what should be delivered and
by when, the required level of performance as well as how performance will be evaluated

o the indicators and targets reported on in the annual performance report are the same as
those committed to in the approved initial or revised planning documents

» the reported performance information is presented in the annual performance report in the
prescribed manner

« there is adequate supporting evidence for the achievements reported and for the measures
taken to improve performance.
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20. | performed the procedures to report material findings only; and not to express an assurance

opinion or conclusion.

21. | did not identify any material findings on the reported performance information for the selected

indicators.

Other matters

22. | draw attention to the matters below.

Achievement of planned targets

23. The annual performance report includes information on reported achievements against planned
targets and provides measures taken to improve performance.

24. The table that follows provides information on the achievement of planned targets and lists the
key service delivery indicators that were not achieved as reported in the annual performance
report. The measures taken to improve performance are included in the annual performance

report on pages xx to xx.

Basic service delivery

Targets achieved: 78%
Budget spent: 90%

Key service delivery indicator not achieved

Planned target

Reported achievement

Number of households’ waste collected by 30
June 2025

Collection of refuse in
10 000 households for
Khowa and Cala by 30
June 2025

Waste collected from 1 263
households

Number of kms on construction on Elliot
Surfaced Internal Street by 30 June 2025

1 km of paved road on
construction on Elliot
Surfaced Internal Street by
30 June 2025

Roadbed completed

Number of sports facilities in Cala constructed
by 30 June 2025

1 sports facility in Cala
constructed by 30 June
2025

82% of Cala sports facility
constructed

Number of kms of roads rehabilitated in Jonini,
Ngcangcazela and Polar Park by 30 June 2025

5 km of gravel road base to
be rehabilitated in Jonini (2
km), Ngcangcazela (2 km)
and Polar Park (1 km) by
30 June 2025

98% complete

Number of kms paved in Ndondo Square by 30
June 2025

1 km of paved road on
Masibambane Internal
Street by 30 June 2025

Sub-base done; installation
of stormwater pipes done

Renovated / maintained municipal building by
30 June 2025 (ERF 379 Phase 2)

ERF 379 Phase 2
renovated / maintained by
30 June 2025

Project terms of reference,
adverts and appointment
letters
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Refurbishment designs for Khowa traffic offices
by 30 June 2025

Approved refurbishment
designs and specifications
for Khowa traffic offices by
30 June 2025

Project terms of reference
and advert

Material misstatements

25. | identified preventable material misstatements in the annual performance report submitted for

auditing. These material misstatements were in the reported performance information for basic
services. Management subsequently corrected all the misstatements, and | did not include any

material findings in this report.

Report on compliance with legislation

26. In accordance with the PAA and the general notice issued in terms thereof, | must audit and
report on compliance with applicable legislation relating to financial matters, financial
management and other related matters. The accounting officer is responsible for the

municipality’s compliance with legislation.

27. |1 performed procedures to test compliance with selected requirements in key legislation in
accordance with the findings engagement methodology of the Auditor-General of South Africa
(AGSA). This engagement is not an assurance engagement. Accordingly, | do not express an

assurance opinion or conclusion.

28. Through an established AGSA process, | selected requirements in key legislation for
compliance testing that are relevant to the financial and performance management of the
municipality, clear to allow consistent measurement and evaluation, while also sufficiently
detailed and readily available to report in an understandable manner. The selected legislative
requirements are included in the annexure to this auditor’s report.

29. The material findings on compliance with the selected legislative requirements, presented per

compliance theme, are as follows:

Annual financial statements and annual report

30. The financial statements submitted for auditing were not prepared, in all material respects, in
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of
current assets and disclosure items identified by the auditors in the submitted financial
statement were subsequently corrected, resulting in the financial statements receiving an

unqualified audit opinion.

Expenditure management

31. Reasonable steps were not taken to prevent irregular expenditure amounting to R31,41 as
disclosed in note 40 to the annual financial statements, as required by section 62(1)(d) of the
MFMA. The majority of the irregular expenditure was caused by non-compliance with supply

chain management regulations.
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32. Reasonable steps were not taken to prevent fruitiess and wasteful expenditure amounting to
R326 623, as disclosed in note 39 to the annual financial statements, in contravention of
section 62(1)(d) of the MFMA.

33. Reasonable steps were not taken to prevent unauthorised expenditure amounting to R25,05
million, as disclosed in note 38 to the annual financial statements, in contravention of section
62(1)(d) of the MFMA.

Consequence management

34. Fruitless and wasteful expenditure incurred by the municipality was not investigated to
determine if any person is liable for the expenditure, as required by section 32(2)(b) of the
MFMA.

Strategic planning and performance

35. The performance management system and related controls were not maintained as they did
not describe how the performance review process should be conducted, as required by
municipal planning and performance management regulation 7(1).

Governance and oversight

36. The Internal Audit unit did not advise the accounting officer and did not report to the audit
committee on the implementation of the internal audit plan on matters relating to compliance

with the MFMA, Dora, and any other applicable legislation, as required by section 165(2)(b)(vii)

of the MFMA.

Other information in the annual report

37. The accounting officer is responsible for the other information included in the annual report,

which includes the audit committee’s report. The other information referred to does not include

the financial statements, the auditor’s report and those selected material indicators in the
scoped-in development priority presented in the annual performance report that have been
specifically reported on in this auditor’s report.

38. My opinion on the financial statements and my reports on the audit of the annual performance

report and compliance with legislation do not cover the other information included in the annual

report and | do not express an audit opinion or any form of assurance conclusion on it.

39. My responsibility is to read this other information and, in doing so, consider whether it is
materially inconsistent with the financial statements and the selected material indicators in the
scoped-in development priority presented in the annual performance report or my knowledge
obtained in the audit, or otherwise appears to be materially misstated.

40. | 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.
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Internal control deficiencies

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

42. The matters reported below are limited to the significant internal control deficiencies that
resulted in the basis for the opinion, and the material findings on compliance with legislation
included in this report.

43. The municipality’s financial statement preparation and review processes are not adequate to
ensure that fair presentation in terms of GRAP 1 is achieved. This has resulted in numerous
material misstatements, including omissions and inconsistencies with the applicable GRAP
standards.

44. The municipality’s leadership did not adequately discharge its oversight responsibilities of the
implementation and monitoring of internal controls to ensure sound financial management,
performance management and compliance with legislation.

ilitor Goneon)

East London

30 November 2025

\",-.

Q
A UDITOR-GENERAL
SOUTH AFRICA

.

Qoo

Audifing to build public confidence
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Glossary of Terms

Accessibility Explore whether the intended beneficiaries can access services or outputs.

indicators

Accountability Documents used by executive authorities to give “full and regular” reports

documents on the matters under their control to Parliament and provincial legislatures
as prescribed by the Constitution. This includes plans, budgets, in-year, and
Annual Reports.

Activities The processes or actions that use a range of inputs to produce the desired
outputs and ultimately outcomes. In essence, activities describe "what we
do".

Adequacy The quantity of input or output relative to the need or demand.

indicators

Annual Report

A report to be prepared and submitted annually based on the regulations
set out in Section 121 of the Municipal Finance Management Act. Such a
report must include annual financial statements as submitted to and
approved by the Auditor-General.

Approved Budget

The annual financial statements of a municipality as audited by the Auditor
General and approved by council or a provincial or national executive.

Baseline

Current level of performance that a municipality aims to improve when
sefting performance targets. The baseline relates to the level of
performance recorded in a year prior to the planning period.

Basic municipal
service

A municipal service that is necessary to ensure an acceptable and
reasonable quality of life to citizens within that area. If not provided it may
endanger the public health and safety or the environment.

Budget year

The financial year for which an annual budget is to be approved — means
a year ending on 30 June.

Cost indicators

The overall cost or expenditure of producing a specified quantity of
outputs.

Distribution The distribution of capacity to deliver services.

indicators

Financial Includes at least a statement of financial position, statement of financial
Statements performance, cash-flow statement, notes to these statements and any

other statements that may be prescribed.

General Key

After consultation with MECs for local government, the Minister may

performance prescribe general key performance indicators that are appropriate and

indicators applicable to local government generally.

Impact The results of achieving specific outcomes, such as reducing poverty and
creating jobs.

Inputs All the resources that contribute to the production and delivery of outputs.
Inputs are "what we use to do the work". They include finances, personnel,
equipment and buildings.

Integrated Set out municipal goals and development plans.

Development Plan

(IDP)

National Key « Service delivery & infrastructure.

performance + Economic development

areas * Municipal tfransformation and institutional development
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« Financial viability and management
+ Good governance and community participation

Ovutcomes

The medium-term results for specific beneficiaries are the consequence of
achieving specific outputs. Outcomes should relate clearly to an institution's
strategic goals and objectives set out in its plans. Outcomes are "what we
wish to achieve".

Outputs

The final products, or goods and services produced for delivery. Outputs
may be defined as "what we produce or deliver'. An output is a concrete
achievement (i.e. a product such as a passport, an action such as a
presentation or immunization, or a service such as processing an
application) that contributes to the achievement of a Key Result Area.

Performance
Indicator

Indicators should be specified to measure performance in relation to input,
activities, outputs, outcomes, and impacts. An indicator is a type of
information used to gauge the extent to which an output has been
achieved (policy developed, presentation delivered, service rendered)

Performance
Information

Generic term for non-financial information about municipal services and
activities. Can also be used interchangeably with performance measure.

Performance
Standards

The minimum acceptable level of performance or the level of performance
that is generally accepted. Standards are informed by legislative
requirements and service-level agreements. Performance standards are
mutually agreed criteria to describe how well work must be done in terms
of quantity and/or quality and timeliness, to clarify the outputs and related
activities of a job by describing what the required result should be. In this
EPMDS performance standards are divided into indicators and the time
factor.

Performance
Targets

The level of performance that municipalities and its employees strive to
achieve. Performance Targets relate to current baselines and express a
specific level of performance that a municipality aims to achieve within a
given period.

Service Delivery
Budget
Implementation
Plan

Detailed plan approved by the mayor for implementing the municipality’s
delivery of services; including projections of the revenue collected and
operational and capital expenditure by vote for each month. Service
delivery targets and performance indicators must also be included.

Vote

One of the main segments into which a budget of a municipality is divided
for appropriation of money for the different departments or functional
areas of the municipality. The Vote specifies the total amount that is
appropriated for the purpose of a specific department or functional area.
Section 1 of the MFMA defines a “vote” as:

- one of the main segments intfo which a budget of a municipality is divided
for the appropriation of money for the different departments or functional
areas of the municipality; and

- which specifies the total amount that is appropriate for the purposes of the
department or functional area concerned
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APPENDICES
APPENDIX A — COUNCILLORS, COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE

1. |[Clir B. Ponoshe PR  [Mayor ANC 12 12 0
2. |Clir N. Mkati PR  [Speaker ANC 12 10 02
Chief Whip &
3. [Clir M. Mxhonywa pr [ orffolioHead | 12 12 0
Technical
Services
4. |Clir 2.J Ponoshe o ward ANC 12 10 2
Councillor
Portfolio Head
5. ﬁ”r ”g e PR [Finance & ANC 12 9 3
gaay Admin.
6. lcirv. Filana o, [Word ANC 12 12 0
Councillor
7. Clr N.S Nopote 3 [Ward ANC 12 R ]
Councillor
8. [Clr N. Miso 4 |Word ANC 12 12 0
Councillor
Ward
Councillor &
9. |ClIrL. Thulelo 5 MPAC ANC 12 12 0
Chairperson
10. [ClIr N. Stofile 6 |Nard ANC 12 12 0
Councillor
Portfolio Head
. Social needs &
11. (Clir M. Malungisa PR . DA 12 10 2
Community
Services
Ward
12. |Clir T. Mayongo 7 Councillor ANC 12 11 ]
13. |Clir P. Mahlombe g [Ward ANC 12 9 3
Councillor
14. |ClIr T. Tasana o |Word ANC 12 10 2
Councillor
15. |Clir A. Mpakane PR  |PR Councillor DA 9 4 5
16. |Clir W, M Kumsha PR PR Councillor ATM 12 9 3
17. |Clir A. Mbebe PR PR Councillor [EFF
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APPENDIX B - COMMITTEES AND COMMITTEE PURPOSES

EXECUTIVE COMMITTEE

Executive committee

Advice the Mayor

Section 80 Committees

Consider reports of departments and submit recommendations
to the Executive Mayor

Audit Committee

The role of the audit committee is to provide advice to various
stakeholders, including the municipal council, political office-
bearers, the accounting officer, and the management of the
municipality or municipal entity.

MPAC: Section 79 Committee

Oversight role on the activities of Council as well as an oversight
role on the Annual Report

Performance Audit Committee

Regulation 14(2) focuses on performance measurement, KPls,
and the integration of development planning within
municipalities. These provisions aim to enhance fransparency,
accountability, and effective governance in local government

COMMUNITY SERVICES & SOCIAL NEEDS STANDING COMMITTEE

o Clir. M Malungisa Chairperson
° CllIr. Stofile Member
° ClIr. T. Tasana Member
o ClIr. N Nopote Member
o Clir. W Kumsha Member

INFRASTRUCTURE STANDING COMMITTEE

Clir. M. Mxhonywa Chairperson
ClIr. J. Ponoshe Member
ClIr. Filana Member
Clir. Mpakane Member
ClIr. Mayongo Member
Clir. Nopote Member

FINANCE & ADMINISTRATION STANDING COMMITEE

Clir. Nggayimbana Chairperson
Clir. Mayongo Member
Clir. Mahlombe Member
Clir. Mpakane Member
ClIr. Mbebe Member
CliIr. Miso Member
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MPAC STANDING COMMITEE

ClIr. Thulelo Chairperson
Clir. Mayongo Member
Clir. Nopote Member
Clir. Kumsha Member
Clir. Mpakane Member
Clir. Mbebe Member
Clir. Mahlombe Member

SECTION 79 COMMITTEES

- Infrastructure Portfolio Committee
- Social Needs and Community Services Portfolio Committee
- Finance and Administration Portfolio Committee

OVERSIGHT COMMITTEES

- Municipal Public Accounts Committee

- Audit Committee

- Public Participation and Petitions Committee
- Rules and Ethics Committee

- Women Caucus

APPENDIX C -THIRD TIER ADMINISTRATIVE STRUCTURE

» Strategic Management

* Infernal Audit and Risk Management
= Special Programmes Unit

= Public Participation

=  Communications

» Performance Management
Human Resource Management
Council Support

Human Resources Development
Labour Relations

Fleet Management

Information Technology

Roads and Storm Water Drainage
Electricity

Project Management Unit

EPWP

ISD

Libraries

Community Facilities

Sports fields

Community Halls

Cemeteries

Social Programmes

Municipal Manager

Corporate Services

Technical Services

Community Services
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=  Waste Management

= Fire

» Traffic Management

» Budget and Treasury

= Revenue Management

Chief Financial Officer »  Expenditure Management

= Asset Management

=  Supply Chain Management

» Integrated Development Planning
» Local Economic Development

= Town Planning

Rural Economic Development & Planning

(REDP) Agriculture

Tourism

APPENDIX D - FUNCTIONS OF MUNICIPALITY

Beaches Amusement facilities No No
BlIIboords cm.d ’rhe display of Yes NG
advertisements in public places
Cemeteries Yes No
Cleansing Yes No
Control of public Nuisance Yes No
Control .Of undertakings that sell liquor to Yes NG
the public
Facilities for the accommodation, care
- Yes No

and banal of animals
Fencing (Cemeteries, parks, libraries, Sport
& Recreational facilifies) ves No
Licensing of dogs No No
Licensing and cgnfrol of undertakings: sell Yes NG
food to the public
Local Amenities No No
Local Sport fields Yes No
Markets No No
Municipal Abattoir No No
Municipal Parks and recreation Yes No
Municipal Roads Yes No
Noise Pollution Yes No
Pound Yes No
Public Places Yes No
Refuse Removal, refuse dumps and solid

. Yes No
waste disposal
Street Trading Yes No
Street Lighting Yes No
Traffic and Parking Yes No
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APPENDIX E - WARD REPORTING

1 ClIr Ponoshe Yes 1 94 0
2 ClIr V Filana Yes 1 78 0
3 Clir Nopote Yes 11 89 2
4 ClIr Miso Yes 2 99 0
5 CliIr Thulelo Yes 2 101 1
6 Clir Stofile Yes 9 101 3
7 Clir Mayongo Yes 1 90 0
8 Clir Mahlombe Yes 4 94 0
9 Clir Tasana Yes 12 72 0

In the table above, the no. of monthly and quarterly meetings held during the year has
been measured as per submitted reports by Ward Councillors in the Office of the Speaker.
The no. of reports submitted to the Office of the Speaker includes those that are submitted
by the Ward Committees.

APPENDIX F - WARD INFORMATION

1 Construction  of | 29/08/2024 15/03/2025 5138 086,62
Manzana access
road

1 Construction  of | 29/08/2024 22/01/2025 7 959 029,64
Askeaton fo

Panatjiep Phase 2
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Construction of | 20/11/2024
Cala Sport Facility

On construction

10 000 000,00

Ward 5 | Construction of Cala Sport Facility On construction
Ward 6 Construction of Manzana access road 15/03/2025
Ward 8 | Construction of Askeaton to Panatjiep Phase 2 22/01/2025

APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE

SPECIAL AUDIT COMMITTEE MEETING HELD ON 27 May 2025

THE MUNICIPAL MANAGER REPORT:

Final report on the Annual Report for the 2024/2025
Financial Year.

e That the Accounting Officer ensures that the
Oversight report and the Audit Committee
annual report are included in the document
prior to submission to AGSA for final scrutiny.

e That the copies uploaded on the
Municipality's website be retracted and the
corrected document be uploaded in
compliance with legislation.

e That as soon as the AGSA has proofread the
Annual report, the report be sent to the
printers.

MMO

Done
Done

The annual report was
submitted to AGSA

Performance Management Report for the period
ended 31st March 2025.
¢ That the reasons for non-achievement and
the remedial actions to be reviewed to
address the real reasons for non-
performance.
¢ That the two underperforming KPA's be
analyzed and corrective measures be
developed to improve performance.

MMO

Ongoing

Ongoing

INTERNAL AUDIT REPORT

Internal Audit report on Supply Chain Management
for the period ended 31st March 2025.

Supply Chain
Management review
report will be
submitted on Quarter 4
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That the Internal Audit report on Supply Chain
Management for the period ended 31st March 2025
be referred back for additional information.

Internal Audit Report on the progress on the
implementation of the Post Audit Action Plan for the
period ended 315t March 2025.

That in future the report to clearly indicate which
planned actions will only be addressed at year-end
to strengthen oversight and assurance provision fo
the Municipal Council.

Risk Management Report for the period ended 31st
March 2025

e That it be noted that the annual risk
assessment is currently underway and after
conclusion a report will be submitted to the

Audit Committee
meeting

Annual risk assessment
workshop was
conducted on 17 June
2025 and the Risk
Management and ICT
committee
chairperson had
convened the meeting

RMC and the Audit Committee; on 24 July 2025
e That the newly appointed Risk Management
Committee Chairperson at the RMC meeting
review the report and any other related
matters and submit areport to the Committee
at the next meeting.
ORDINARY AUDIT COMMITTEE MEETING HELD ON 30 JULY 2025
Municipal Manager’s Reports for the period ended 30
JULY 2025
COMPLIANCE REPORT An update

The Committee resolved that:

The overview of the compliance report be deferred
to the next meeting due to errors identified in the
report.

Accounting Officer always ensure all laows and
regulations are complied with by each department
to avoid adverse findings and litigations that may
lead to financial losses

MMO

compliance report
had been submitted

Ongoing

LITIGATION REPORT

The Committee resolved that:

The future register should also include the contingent
liability/asset amounts per case liability to determine
exposure for the municipality

MMO

Done

Ongoing
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The Accounting Officer should always ensure that the
Municipality complies with all prescripts o prevent
future civil claims against the Municipality

RURAL ECONOMIC DEVELOPMENT & PLANNING

The Committee resolved that:

a progress report on the renovation of Municipal
buildings be submitted at the next meeting.

REDP

Done

REPORTS FROM CHIEF FINANCIAL OFFICER

The Committee resolved that:

the Municipality enforce the credit confrol and debt
collection policy to improve its collection rate.

BTO

Done

SUPPLY CHAIN MANAGEMENT REPORT

The Committee resolved that:

The Accounting Officer always ensure that the
reasons for deviations are justifiable.

The UIFW Expenditure incurred during the period
under review be noted and be investigated in
accordance with Section 32 of the MFMA.

BTO

Ongoing

Ongoing

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL
EXPENDITURE

The Committee resolved that:

MPAC fast tracks the investigations on UIFW
expenditure referred and make recommendations to
the Municipal Council in terms of Section 32 of the
MFMA

BTO

Done

INTERNAL AUDIT REPORTS
1.1 Internal Audit Charter

The Committee resolved that:

Internal Audit submits Internal Audit Strategy for
2025/2026 financial year during August 2025 Special
Audit Committee meeting

The outstanding third quarter SCM review report
and OMS report are concluded without any further
delay and submitted at the next meeting.

The Accounting Officer always ensure Internal Audit
is provided with the necessary information for the
execution of the planned projects.

MMO

Done

Done

Ongoing
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1.2 FMCMM Report

The Committee resolved that:

The Accounting Officer should ensure that all
directorates respond to the respective questions on
FMCMM

Ongoing

1.3 Fourth Quarter Performance Report

The Committee resolved that:

The unachieved projects be deferred to the
2025/2026 financial year:

MMO

Done

Progress report on the implementation of the Internal
Audit Annual Plan

That the Accounting Officer ensure that all the
recommendations by the Infernal Audit are
implemented to avoid repeat findings:

The Accounting Officer always ensure Internal Audit
is provided with the necessary information for the
execution of the planned projects.

MMO

Ongoing

Ongoing

Special Audit Committee meeting held on 27t August 2025

Annual Performance Report for the 2024/2025
Financial Year.

That the Accounting Officer ensure that all the inputs
made by the Committee and Provincial Treasury are
incorporated in the final APR to be submitted to AGSA
together with the AFS on or before the 31st August
2025

That the Accounting Officer ensure that the draft
Annual Report, and the Annual Performance Report
for the 2024/2025 financial year are submitted
together with the Annual Financial Statements on or
before the 315t August 2025.

MMO

Done

Done

Review of the 2024/2025 Financial Year Annual
Financial Statements

That the Accounting Officer ensure that all inputs
received from the Committee members, Internal
Audit and Provincial Treasury are implemented
before the AFS are submitted to the Office of the
Auditor General for audit.

BTO

Done
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SAKHISIZWE LOCAL MUNICIPALITY — AUDIT COMMITTEE ANNUAL
REPORT FOR THE 2024/2025 FINANCIAL YEAR

1. LEGISLATIVE REQUIREMENTS

The Audit and Performance Committee (hereinafter referred to as the “Audit
Committee”) is pleased to present its annual report for the year ended 30 June
2025. The purpose of this report is to communicate the Audit Committee’s progress
to date in carrying out its oversight and advisory responsibilities in terms of Section
166 of the Local Government Municipal Finance Management Act, Act 56 of 2003
read with Regulation 14 of the Planning and Performance Management
regulations, 2001.

The Municipality appointed an Audit Committee comprising of three members. The
Council appointed Mr A M Langa as Chairperson. The Committee continued to
perform its duties as outlined in its reviewed Audit Charter for the year under
review.

The Committee considered fraud, risk and internal controls as an objective of
internal control activities with fraud perceived to be a potential internal control
failure. The Audit Committee fulfilled its mandate and provided advisory services
to the Council, the political Office Bearers, the Accounting Officer and Management
on matters relating to the Internal Audit function, effectiveness of the systems of
Internal Controls, ICT Governance, Risk Management processes and Performance
Management Systems.

The functioning of the Audit Committee is governed by the Audit Committee’s
Charter approved by the Municipal Council at the beginning of the financial year.

. AUDIT COMMITTEE MEMBERS AND ATTENDANCE

During the year under review the Committee held meetings as per their approved
schedule and the attendance by each member is as follows:

Name
Member

of

Skills and Experience

Designation

Number of
Meetings
Attended.

A M Langa

Masters’ candidate enrolled for a
Masters Degree in Public Admin
with UNISA and enrolled for an
MBA with Regent University, BCom
(Municipal Accounting) and BCom
Honours. Sits on various audit, risk

and performance committee with 39
years of professional experience.

Chairperson
Committee

Audit

06
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Ms

Hlongwane committees around the province
(Resigned  on | thus gaining wide exposure on how
31§
2025) to function. Her line of expertise is

N | Have served at various audit | Member 02

January | these municipal committees need

on financial management.

R Vuzane - Bachelor of Accounting (WSU); | Member 04

- Bachelor of Commerce in Law
(UNISA);

- Post Graduate Diploma in
Accounting (UNISA);

- Post Graduate Diploma in
Applied Accountancy / CTA
(UNISA);

- Post Graduate Diploma in
Taxation (UNISA); and

- Master of Commerce in
Accounting  [Specializing in
Carbon Taxation and other
environmental levies] (RU).

Ms

(Appointed from Auditing (WSU)
15t May 2025 |- Certificate In Advance Business

N Mabuza

National Diploma: Internal | Member 01

Studies (NMMU)

- Professional Internal Auditor
(l1A)

- Master of Business
Administration (NMMU)

- Certificate: Auditing Information
Systems — Computer Auditing
(Wits)

- Accredited Internal  Quality
Assurance Reviewer (IIASA)

- Certificate Municipal Financial
Management (Fort Hare)

A total of four ordinary meetings were held and the meetings duly formed a quorum
with the majority of members in attendance. As and when necessary, the
Committee convened Special Meetings to deal with certain specific matters. The
Audit Committee was able to meet as required by legislation and further none of
its scheduled meetings was rescheduled due to the unavailability of members. The
commitment of the Audit Committee members is highly appreciated. The Audit
Committee through its Chairperson managed to submit on a quarterly basis its
reports to the Municipal Council. All its reports were adopted by the Council and
the implementation of the resolutions is monitored through a resolution tracker.

The Audit Committee has as its standing items in its meetings a progress report on
the implementation of the Post Audit Action Plan for addressing the 2023/2024
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financial year audit findings. The Committee noted that although management put
effort into implementing the action plan not all agreed actions were undertaken due
to a number of reasons. The Committee acknowledges the Unqualified Audit
outcome by the Auditor General South Africa.

The Committee will continue to ensure that there is continuous improvement
regarding the controls around overall management of revenue, asset management
and other areas where weaknesses have been identified to ensure that these
results are improved towards assisting the Municipality achieve its strategic
objectives.

3. EVALUATION OF FINANCIAL AND PERFORMANCE REPORTS

Statutory quarterly reporting requirements per MFMA provisions to oversight
committees, Council and treasury were performed by management. Quarterly
reviews, Audit Committee reports, presentations to Council were conducted with
recommendations on remedial actions to be taken on reported internal control
deficiencies identified through internal and external audit findings.

The Audit Committee continually identified and advised Management and Council
on financial management and performance reports, non-compliance issues with
SCM policies, budget performance trends, progress reports on risk management
and fraud, ICT Governance reports and MSCOA implementation. The Committee
continued to monitor the implementation of the cascading of PMS to lower levels
of staff during the year under review and raised concerns on the slow
implementation of the plan.

The Municipality successfully implemented MSCOA and is currently transacting on
the new system although a few modules are yet to be implemented. The
Committee noted with concern that the Municipality still depends on the system
vendor for support which sometimes poses challenges.

The Committee noted during the financial year the continued high dependence by
the Municipality on grant funding as it is not generating sufficient own revenue to
sustain itself.

Internal Audit continues to be a vital element of quality assurance in the
performance  management environment by giving the Committee

reports/assurance on performance information submitted. The submission of
portfolio of evidence by Management remains a challenge and should be

addressed urgently to improve audit outcomes and verify management actions.
4. RISK MANAGEMENT

Effective Risk management forms an integral part of the institution’s objectives of

implementing and maintaining overall risk identification and mitigation of these
risks. This provides a basis for integrated risk management and internal controls
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as components of good corporate governance. The Municipality maintained a
separate risk management Committee chaired by an Independent Chairperson
who is a member of the Audit Committee. The Chairperson of the Risk
Management Committee has a standing invitation to the Audit Committee and
submits quarterly reports to the Audit Committee.

During the year under review the Risk Management Committee was functional and
submitted its reports to the Audit Committee with recommendations. These
recommendations were in turn submitted to the Municipal Council. The three-year
Internal Audit plan is based on the municipal risk assessment. Quarterly risk
management reports were reviewed and considered by the Audit Committee from
the Risk Management Committee.

5. EFFECTIVENESS OF INTERNAL CONTROLS

The Committee provided oversight on the financial reporting processes and
existing internal control systems within the Municipality and concluded that the
municipality maintains a system of internal controls designed to provide assurance
that transactions are processed and concluded with management's authority;
assets are safeguarded against unauthorised use or disposal with proper recording
and authorisation of transactions.

During the year under review, reviews were conducted by oversight bodies which
identified instances where the effectiveness of internal controls was compromised
though systems are in existence based on repeated and new audit findings on
internal control system deficiencies were identified. The Audit Committee takes
cognisance of the fact that there are inherent limitations in the effectiveness of any
system of internal controls attributed to human errors and circumvention of internal
controls.

Remedial actions taken to address control deficiencies identified in the quarterly
reports of internal audit and external audit findings were found inadequate and
ineffective as depicted by the control dashboard. The Committee continued to
monitor the implementation of recommended remedial actions and the Committee
notes with appreciation that such is beginning to bear positive fruits hence the
improved external audit outcome.

6. INTERNAL AUDIT UNIT

The Municipality has an internal audit unit headed by the Senior Internal Auditor
who performs the responsibilities of a Chief Audit Executive who reports to the
Audit Committee and administratively directly to the Accounting Officer. The unit
operates based on a risk-based internal audit plan approved by the Audit
Committee. The Committee further approved the internal audit charter for the year
under review. Further the Committee approved the three-year rolling internal audit
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plan for the unit. During the year under review the Committee continued to raise
concerns regarding the capacity challenges in the unit as there are only two
officials. This created a lot of capacity challenges for the unit to execute its planned
projects and the plan had to be amended accordingly.

The projects undertaken by the internal audit unit for the year under review are as
follows:

e Review of the Annual Financial Statements and Annual Performance
Report;
Audit of Performance Measures for some of the quarters;
Review of the Post Audit Action Plan;

e Loss Control review;

e Supply Chain Management Review;

e SDBIP Review;

e FMCMM Review.

The Committee developed a tracking tool for the implementation of internal audit
recommendations by management and noted the slow implementation of such
recommendations. At all its quarterly meetings Management presents progress
reports on the implementation of Internal Audit recommendations which assist the
Committee in monitoring the implementation of recommendations.

The Committee evaluated the independence of the unit, effectiveness and
performance of the internal audit function, considered internal audit reports on the
municipality’s systems of internal control including financial controls, business risk
management and maintenance of effective internal control systems and assessed
the adequacy of the performance of internal audit function and found them
satisfactory and improving.

7. REVIEW OF ANNUAL FINANCIAL STATEMENTS AND ANNUAL
PERFORMANCE REPORT

The Committee reviewed the 2024/2025 Annual Financial Statements and the
annual performance report as required by the MFMA. The Committee identified
challenges which included but not limited to arithmetical errors which were pointed
out to management for rectification. Due to time constraints the corrected reports
could not be considered by the committee. The reviews confirmed that no new

accounting policies were introduced and further that the annual financial
statements were prepared on a going concern basis.

The Committee appreciated that the Annual Financial Statements were prepared
externally by consultants and the CFO with her team were highly involved as a
form of skills transfer. However, the quality and accuracy of the AFS could not be
verified by the Audit Committee given that it did not assess the corrected reports
due to time constraints. The Committee continues to urge the Municipality build
internal capacity for AFS preparation to reduce dependency on consultants in
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future. The Committee would always appreciate being given sufficient time to
review the Annual Financial Statements for review to avoid unnecessary findings
by the AGSA.

8. EXTERNAL AUDIT

The Audit Committee considered the audit strategy by the Office of the Auditor
General and made comments and further noted that for the year under review the
amended Public Audit Act would not be implemented. The Committee accepts the
external auditor’s conclusions on the Annual Financial Statements and the annual
performance report for the 2024/2025 financial year.

The Audit Committee will continue to oversee the development of the Post Audit
Action Plan and the implementation of project clean administration with the
objective of improving the audit outcome for future years.

Except for the matters identified by the external auditors in the auditor’s report, the
Audit Committee has satisfied itself that the annual financial statements have been
prepared in terms of GRAP and the MFMA except for the matters raised by the
Office of the Auditor General.

Report Compiled on behalf of the Audit Committee by:

Mr A M Langa
Audit Committee Chairperson

30/11/2025
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APPENDIX H - LONG TERM CONTRACTS AND PUBLIC PRIVATE PARTNERSHIPS
Sakhisizwe Local Municipality has not entered any long-term conftracts.
APPENDIX | - MUNICIPAL SERVICE PROVIDER PERFORMANCE SCHEDULE

Departments were requested to rate the performance of the service providers appointed by the municipality for various projects. Service
Providers and Contractors are rated in terms of the following:

e Below Standard (2/5 and below) - The Contractor/Service Provider did not meet the basic requirements as spelf out in the tender or
contfract. This may result in the contract being cancelled and/or the retention fee being withheld from the contractor. The
Contractor may be asked to rectify the problem, or the contract may be cancelled, and another Contractor/Service Provider may
be appointed to complete the contract/ project.

e Acceptable (3/5) - The Contractor/Service Provider completed the project and met the basic requirements of the tender/contract.
The standard of work was good enough, passable, or adequate in terms of the requirements by the SLM.

e Excellent (4/5 and above) - The Contractor/Service Provider completed the work above the standard required. The requirements of
the tender were achieved above the expectation of the municipality. There is a high quality of work and outstanding results were
achieved.

Below is the performance rating of the municipality’s service providers for the year ended 2024/2025,
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BIDS ABOVE R200 000.00

SLM/CWC/03/202 | UPGRADING OF ELLIOT INTERNAL ATHINDURA TRADING 3-Acceptable The contractor’s
4/25 STREETS performance satisfactory
SLM/CWC/06/202 | Construction of Cala Sport Field LOMLZI CIVILS(PTY)LTD 3-Acceptable The contractor’s
4/25 performance is
satisfactory.80% work has
been done
SLM/DISASTER/36 | PROVISION OF PROFESSIONAL TECHI ENGINEERS(PTY)LTD 3- Acceptable The service provider's
/2023/2024 SERVICES:MASIBAMBANE INTERNAL performance is acceptable.
STREETS
SLM/DISASTER/36 | PROVISION OF PROFESSIONAL SKC MASAKHIZWE CONSULTING 2-Below The service provider's
/2023/2024 SERVICES:PAVING OF NDONDO SQUARE standard performance is not
satisfactory
SLM/SCM/03/201 | Professinal services Construction and BEACON CONSULTING ENGINEERS JV 2-Below The service provider's
8/19 Rehabilitation of Cala and Elliot Animal GATYENI CONSULTING standard performance is not
Pounds acceptance due to poor
funding
SLM/DISASTER/36 | PROVISION OF PROFESSIONAL KHULANATHI CONSULTING 3-Acceptable Professional service
/2023/2024 SERVICES:PAVING OF TAKALAN!I rendered are satisfactory
INTERNAL STREETS .Practical Completed
SLM/SCM/07/202 | RE-ADVERT FOR LEASING OF COPIER GENBIZ TRADING T/A XEROX 1-Below We sometimes go for a
1/22 MACHINES standard whole month with a faulty
copier machine and they
don't want to give us extra
toners we sometimes have
to wait for weeks to receive
replacement toners.
SLM/CWC/09/202 | PAVING OF TAKALANI INTERNAL STREETS | COOL MAKERS TRADING 4 - Excellent The contractor’s
4/25 performance is satisfactory
SLM/SCM/05/202 | PROVISION OF SECURITY SERVICES FOR A | IBHUBESI LIKA NONI SECURITY AND 3-Acceptable Their work is satisfactory.
2/23 PERIOD OF 3 YEARS CLEANING
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SLM/SCM/07/202
4/25

PAVING OF NDONDO SQUARE INTERNAL
STREETS-PHASE 2

MADSTOF

3-Acceptable

The contractor’s
performance is acceptance
due to financial cash flow

SLM/CWC/08/202 | MASIBAMBANE STREET TO BLOCK PAVED LIYEMA CIVIL PROJECTS 4 - Excellent The contractor’s

4/25 ROAD & STORMWATER performance is satisfactory.
Practical completed

SLM/CWC/05/202 | The rehabilitation of Lower Langanci Dibashe Projects 3-Good The contractor’s

4/25 Access Road performance was

satisfactory. Works
completed

SLM/DISASTER/36 | Provision of Professional Services for AFROTEAMS CONSULTANTS 3-Acceptable The service provider's
/2023/2024 Disaster Funded Projects (Zingguthu performance is acceptance
Access Road)
SLM/SCM/36/202 | PROVISION OF TRAVEL AGENCY IHEAD TRAVELING AGENCY 3.Good SERVICES RENDERED ARE
3/24 SERVICES SATISFACTORY
SLM/DISASTER/36 | Provision of Professional Services for LECH CONSULTING CIVIL & STRUCTURAL | 2 - Acceptable | The professional services
/2023/2024 Disaster Funded Projects (Elliot Internall ENGINNERS (PTY) LTD rendered are adequate
Streets) although there is room for
improvement
SLM/SCM/08/202 | Provision of Short-term Insurance for a LATERAL UNISON INSURANCE BROKERS 2-Acceptable The service provider needs
1/22 period of3years to improve on turnaround
time of deliverables.
SLM/DISASTER/36 | Provision of Professional Services for BEACON CONSULTING ENGINEERS 2-Acceptance Professional services are
/2023/2024 Disaster Funded Projects (Lahlangubo & rendered are not adequate
Sifonondile) as per contract. Practical
Completed
SLM/DISASTER/36 | Provision of Professional Services for BM INFRASTRUCTURE DEVELOPMENT 3-Good Professional services are
/2023/2024 Disaster Funded Projects(Construction of adequate

Cala Sports Field)
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SLM/RENEWAL 3-Good
ON MASTER
AGREEMENT SEBATA MNUCIPAL SOLUTIONS T/A SERVICES RENDERED ARE
EMS SUPPORT INZALO EMS SATISFACTORY
SLM/SCM/21/202 | COMPILATION OF FINANCIAL NYALAMBISA FINACIAL SERVICES 3-Good
2/23 STATEMENTS, FIXED ASSETS REGISTER &
ACCOUNTING SUPPORT FOR A PERIOD SERVICES RENDERED ARE
OF 3 YEARS SATISFACTORY
Their internet connection is
very good and reliable
Supply and Installation of Voice Over 2- below however the project is still
IP/DATA Solution,Internet,and VPN standard not complete. We still
SLM/SCM/34/202 | hosting For Sakhisizwe Local Municipality struggling with the VIOP
3/24 for a period of 36 Months BUSINESS CONNECTIONS(PTY)LTD phones.
Did not have any hustles or
issues in completing the
PROVISION OF WEBSITE HOSTING, 5-Excellent project. They are very
SLM/SCM/13/202 | DEVELOPMENT, REDESIGN AND reliable and atftend to issues
4/2025 MAINTAINANCE SERVICES SMS ICT CHOICE (PTY)LTD urgently.
SLM/SCM/16/202 | PROVISION OF ELECTRICITY VENDING CIGICELL (PTY)LTD 5-Excellent THE WORK PERFORMED BY
2/23 STYSTEM FOR SELLING OF PRE-PAID THE SERVICE PROVIDER IS
ELECTRICITY. SATISFACTORY.
Quotations Register (Above R30 000)
SLM/SCM/07/202 | Subdivision of a Portion Remainder ERF Rondo Group (Pty)Ltd 3-Good The service providers
3/2024 50 performance is satisfactory
RFQ NO3: TOWNSHIP ESTABLISHMENT(PLANNING)IN | TSHANI CONSULTING CC 3-Good The service providers
SLM/SCM/07/202 | CALA performance is satisfactory
3/24
RFQ NO3: TOWNSHIP TSHANI CONSULTING CC 3-Good The service providers
SLM/SCM/07/202 | ESTABLISHMENT(PLANNING)HILLVIEW performance is satisfactory
3/24 KHOWA
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SLM/SCM/16/202
3/24

BURB VERIES OFFICE ROOF REPAIRS

NOSAKABULI TRADING(PTY)LTD

3-GOOD

THE CONTRACTOR'S
PERFORMANCE IS
SATISFACTORY

SLM/SCM/28/202
4/25

REPAIRS OF CALA INDOOR SPORTS
CENTRE

ANCON PLANT HIRE

3-ACCEPTABLE

THE CONTRACTOR'S
PERFORMANCE IS
SATISFACTORY

SLM/SCM/16/202
4/2025

CONSTRUCTION OF MASIBAMBANE HALL
FENCING

NOSAKABULI TRADING(PTY)LTD

3-Acceptable

THE CONTRACTOR'S
PERFORMANCE IS
SATISFACTORY
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Mayor B. Ponoshe Yes
Speaker N. Mkati Yes
EXCO

Portfolio Head Infrastructure and IPED (Chiefwhip) M. Mxhonywa Yes
Portfolio Head Finance and Admin M. Nggayimbana Yes
Portfolio Head Social Needs and Community Services M. Malungisa Yes
Councillors

Ward 1 Z. Ponoshe Yes
Ward 2 V. Filani Yes
Ward 3 N. Nopote Yes
Ward 4 N. Miso Yes
Ward 5 L. Thulelo Yes
Ward 6 N. Stofile Yes
Ward 7 T. Mayongo Yes
Ward 8 P. Mahlombe Yes
Ward 9 T. Tasana Yes
PR Clirs A Mbebe Yes
PR A Mpakane Yes
PR W Kumsha Yes
Municipal Manager S.G Sotshongaye Yes
Chief Financial Officer N Noloawu Yes
Director: Rural Economic Development and Planning M Pamla Yes
Director: Rural Economic Community Services P Mngcita Yes
Director: Rural Economic Corporate Services F Mphako Yes
Director: Rural Economic Technical Services C Mkabile Yes
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APPENDIX K (I): REVENUE COLLECTION PERFORMANCE BY VOTE

Vote 1 - MM OFFICE 204631222 | oo | 034
Vofe 2 - BUDGET AND R R

TREASURY 7EX07 1139 230 463.00 | 140 111 585.00 | 22663401 | 2332871 019
Vote 3 - COMMUNITY R

SERVICES 3087344 | R850449600 | 1 | 11597583 |-2792877 | -0.5
Vole 4 - CORPORATE

SERVICES 3287344 | R340318.00 | R 380 318.00

Vote 5- REDP 3287344 340318 |0 0
Vote 6 - TECHNICAL R R

SERVICES 3287344 | 10 oo e 00 | vo1 919 a7a00 | 21976492 | 757809 | -0.03

Vote 7 - COUNCIL

SOCIAL SERVICES

Vote 8 - COMMUNITY &

Example 9 - Vote 9

Revenue By Source

Property rates 4,306 13764636 12084646 12084646 | 1679990 | 14%
service  charges - |4, 21218683 21976492 21976492 | -757809 | -3%
electricity revenue
service charges - refuse | o, 5337268 8486120 8486120 | -3148852 | -37%
revenue
Rental of faciities and | /. 300210 300210 300210 0 0%
equipment
Interest ~eamed -1, o), 2963223 4409926 4409926 | -1446703 | -33%
external investments

9,726 5828511 5828511 5828511 |0 0%
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Interest earned -
outstanding debtors

Dividends received -

Fines, pendalfies, and |, 22092 59100 59100 37008 | -63%
forfeits

Licenses and permits 1,201 1959312 1959312 1959312 0 0
Agency services 1,451 1185824 792841 792841 392983 50%
Transfers and subsidies 65,195 95155200 95511800 95511800 | -356600 0%
Other revenue 312 340318 340318 340318 0 0%
Gains

Total Revenue

(excluding capital 148075277 151749276 151749276 | 3673999 | -2%
transfers and

contributions)

Transfers and subsidies -

capital (monetary - )
allocations) (National / 72245800 109119422 109119422 34873622 34%

Provincial and District)

INEP DMRE
FMG

Treasury
EPWP Public Works
Provincial Department of Transport Transport
DMRG CoGTA
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APPENDIX K (ii): REVENUE COLLECTION PERFORMANCE BY SOURCE

APPENDIX M: CAPITAL EXPENDITURE — NEW & UPGRADE/RENEWAL PROGRAMMES

APPENDIX M (i): CAPITAL EXPENDITURE - NEW ASSETS PROGRAMME

Description

2023/2024

Current
2024/25

Year

Audited
Ovutcome

Original
Budget

Adjusted
Budget

Year TD
actual

Year TD
budget

YTD
variance

YTD
variance

R thousands

%

Z

Capital expenditure on new assefs by
Asset Class/Sub-class

Infrastructure

Roads Infrastructure

Roads

16383762

19642800

19649800

17968101

19649800

91.4416483

91.4416483

Electrical Infrastructure

40056

5140000

5339740

5149590

5339740

103.889883

96.4353532

Power Plants

Community Assels

Community Facilities

250000

400000

400000

320000

400000

80

Capital Spares

Sport and Recredafion Facilities

6000000

10000000

10000000

7871095

10000000

00

78.91095

Indoor Facilities

Other assets

Operational Buildings

Housing

Computer Equipment

Computer Equipment

366942

400000

600016

282743

600016

47.1238333

47.1225747

Furniture and Office Equipment

Furniture and Office Equipment

17737

127382

127382

51013

127382

40.0472594

40.04725%94

Machinery and Equipment

Machinery and Equipment

292068

305025

440041

/75351

440041

17.1236317

17.1236317

Transport Assetfs

Transport Assets

605400

773430

973494

782987

973494

80.4358814

80.4305933

Total Capital Expenditure on new assets

16495165

37195637

37530489

32200880

37530689

86.5716589

85.798797¢9
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APPENDIX M (ii): CAPITAL EXPENDITURE - UPGRADE/RENEWAL PROGRAMME

Project Description

Qokolo Paving

Qokolo Paving

Qokolo Paving

Qokolo Paving

Qokolo Paving

Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Construction Of Manzana Access Road
Qokolo Paving

Refurbishment/ Construction Of Gubenxa Hall
QOKOLO KOPPITJIE

CONSTRUCTION OF SURFACED ELLIOT
ELLIOT PHASE 2

PHAKAMISANI ACCESS ROAD

ELLIOT PAVING

SIPHAFENI ACCESS ROAD

ASKEATON TO PANATJIEP ACCESS ROAD
MANZANA ACCESS ROAD
REBBELSKLOOF ACCESS ROAD
KUTHULA ACCESS ROAD

GARRY OWEN ACCESS ROAD

CALA ANIMAL POUND

KUTHULA ACCESS ROAD PHASE 2
GARRY OWEN ACCESS ROAD PHASE 2
ELLIOT ANIMAL POUND

ZINGQUTHU ACCESS ROAD
LAHLANGUBO & SIFONONDILE PROJECT
REHABILITATION OF NTLANJENI CULVERT
REHAB JONINI,NGCANGCAZELA,POLAR
EXTENSION 15 & MANKAZANA STREETS
REHABILITATION OF MDANTSANE ACCES ROAD
LUXENI ACCESS ROAD

PAVING OF TAKALANI ACCESS ROAD
INTERNAL ROADS ELLIOT

PAVING OF NDONDO ACCESS ROAD
LANGANCI ACCESS ROAD

PAVING OF MASIBAMBANE INTERNAL
UPPER INDWANA ACCESS ROAD
REHAB OF LAPESINI

CALA SPORTS FIELD
ELECTRICITY(Transformer)
ELECTRICITY(High Mast)

2024

Additions

2056 713.36

596 286.00
2 587 475.91
2954 239.00

2633 894.84

2015 698.30
3959 633.61
1593 465.46
1035813.32
1139853.32

421 830.94
1151 491.09

772 918.79
2634 963.00
2045578.30

922 657.60

Transfers

7 708 908.87

2633 894.84

3461 225.29
3959 633.61

28522512.84 - 17763 662.61

Total 2024

% -
1581 464.65
2991 889.27
1191970.46
1311858.24
921102.79
287 897.42
342 713.35
331689.49
220 824.48
322 870.81
194 627.00
423 422.89
157 221.93
5509 858.53
1929 240.66
2849 214.01
2587 475.91
2954 239.00
1467 858.75
217 385.07
217 366.38
217 391.30

1593 465.46
1035813.32
1139853.32
421 830.94
1151 491.09
772918.79
2634 963.00
2045578.30
922 657.60

2025

Additions

-

3831018.26

2653 772.94

2560621.82
4229 166.17

1189270.13
13 894 344.02
3 005 064.37
709 411.44
4279 434.44
925415.41
957 559.71
4294 853.49
7018 611.01
5231170.57
3969011.24
5542 525.18
5903 339.63
3 820628.80
3576 418.50
7 866 069.31
140 000.00
565 402.00

Transfers

-

5241 248.85

2778 006.89
4 446 532.55

3426 895.31
1860 902.53
5052 353.23
3560378.41
3003 138.01

7018 611.01

3576 418.50

140 000.00
565 402.00

39948 154.22 86 163 108.44 -39 964 485.29

Total 2025

% -
1581 464.65
2991 889.27
1191970.46
1311858.24
921102.79
287 897.42
342 713.35
331689.49
220824.48
322 870.81
194 627.00
423 422.89
157 221.93
5509 858.53
1929 240.66
6 680 232.27

2954 239.00
1467 858.75

217 391.30

1593 465.46
2225083.45
15034 197.34

5217 511.09
5231170.57
3969 011.24
5542 525.18
5903 339.63
3820628.80
7 866 069.31

85 441 375.37
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APPENDIX N — CAPITAL PROGRAMME BY PROJECT CURRENT YEAR

Capital Expenditure (municipal vote, functional classification and funding)

2023124 Budget Year 2024/25
e | R W ot 100 | e v | O
R thousands %
Total Capital Expenditure 28 504 74 652 117 882 7539 83019 117 882 (20 863) -25% 117 882
Capital Expenditure - Functional Classification
Governance and administration 385 787 6929 26 264 6929 (6 665) 96% 6929
Execuive and councl - - - - - - - -
Finance and administragon 385 787 6 929 26 264 6929 (6 665) 96% 6929
Internal audit - - - - - - - -
Community and public safety 3052 12 502 12417 1180 15294 12417 2877 23% 12 417
Community and social services 3062 2502 2382 - 7403 2382 5021 211% 2382
Sport and recreaton - 10 000 10000 1180 7891 10000 (2 109) -21% 10000
Pubdlic safety - - - - - - - -
Housing - - 15 - - 35 (38) -100% 35
Heath - - - - - - - -
Economic and environmental services 25723 55 165 92038 6090 67 233 92038 (24 806) -27% 92038
Planning and development - - o - - 0 (0) -100% 0
Road transport 2873 55 165 92 038 6090 67 233 92 038 (24 806) -27% 92 038
Environmenial protecion - - - - - - - -
Trading services (565) G197 6 497 243 5228 G 497 (1270) -20% 6 497
Energy sources 40 5140 5440 243 4876 5440 (564) -10% 5440
Water management - - - - - - - -
Waste water management - - (0) - (311) (0) (311); 863739% (0)
Waste management (605) 1057 1067 - 663 1067 (395) -37% 1067
Other - - - - - - - -
Total Capital Expenditure - Functional Classif 28 504 74 652 117 882 7539 88019 117 882 (29 863) -25% 117 882
Funded by:
Naonal Government 35934 70 305 107 178 7350 79573 107 178 (27 605) -26% 107178
Provincial Government 3052 1941 1941 - 7403 1841 5462 281% 1941
District Municipality - - - - - - - -
Transfers and subsidies - capilal (monetary
allocaions) (Nat/ Prov Deparim Agencies,
Households, Non-proft Insiusons, Privaie
Enterprises, Public Corporatons, Higher Educ
Insiudons) - - - - - - - _
Transfers recognised - capital 38985 72 246 109 119 7350 86 977 109 119 (22 143) -20% 109 119
Borrowing - - - - - - - -
Internally generated funds (10391) 2406 8763 189 1823 8763 (6 940) -T9% 8763
Total Capital Funding 28 594 74 652 117 882 7539 88 799 117 882 (29 083) -25% 117 882
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Mvumelwano Primary School

Upper Langanci Primary School

Langanci A/A

Mceula Primary School

Mceula A/A

Zithobile Primary School

Upper Indwana

Upper Mthingwevu

Mthingwevu

W.Z. Tofile Primary School

Manzimahle

AM Zantsi SSS

Manzimahle A/A

Rebelskloof Primary School

Mceula

Nontembiso Primary School

Upper Indwana

Hota Primary School Mbeula

Upper Cala Primary School Upper Mxe
Nyalasa Primary School Nyalasa
Sifonondile High School Sifonondile AA
Amos Mlungwana Primary School Extension 15

The above tabled schools are in a bad state with debilitated infrastructure. Some of them
are mud schools and some are prefabs, with Zithobile Primary School in the worst

condition.

Sakhisizwe does not have any mud clinics, however, some of the existing infrastructure
needs major renovations and some needs maintenance.

Sifonondile Clinic Sifonondile
Thembalethu Clinic Khowa
Ncedolwethu Clinic Khowa
Elliot Main Clinic Khowa

Bad roads

Provincial and National Roads

Sakhisizwe Local Municipality has bad roads that are under the competency of the

Department of Transport and SANRAL.

N/A N/A N/A

N/A




None N/A
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Sakhisizwe Local Municipality

Annual Financial Statements for the year ended 30 June 2025

General Information

Legal form of entity

Nature of business and principal activities

The following Is included in the scope of operations

Mayoral committes
Honourable Mayor
Speaker

Councillors

Grading of local authority

Accounting Officer

Chief Finance Officer (CFO)

Registered office

Business address

Bankers

The entity functions as a local Municipality in terms of section 1 of the
Local Government Municipal Structures Act (Act 117 of 1998) read
with section 155(1) of the Constitution of the republic of South Africa

(Act 108 of 1996)

Sakhisizwe Local Municipality is a South African Category B
Municipality

The principal aclivities of the municipality are:

Provide democratic activities and accountable government
Ensure sustainable service delivery to communities
Provide social and economic development

Provide basic service o the community

Clir B. Ponoshe

Cilr N Mkati

Clir: A Mpakane - resigned

Clir: V Filana

Clir: Z J Phonoshe

Clir: W M Kumsha

Clir: T Tasana

Clir: P Mahlombe

Clir: A Mbebe - resigned

Ciir: M. J. Malungisa

Clir: M. Nggayimbana

Clir M. Mxhonywa

Clir: N Miso

Clir:.L Thulelo

Clir: N Mopote

Clir: Mayongo

Clir: N Stofile

Clir: K.S Neapayi replaced Clir A Mbebe on 31 March 2025
Clir: T. Jam Jam replaced Clir Mpakane on 28 May 2025

CategoryB
Grade 1

SG.Sotshongaye

Nontsikelelo Nolawu

Erf 5556
Umtata Road
Cala

5455

Erf 5556
Umtata Road
Cala

5455

First National Bank
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Sakhisizwe Local Municipality

Annual Financial Statements for the year ended 30 June 2025

General Information

Auditors

Attorneys

Relevant Legislation

Auditor-General of South Africa

Notyesi Incorporated
Jolwana Mgidlana Incorporated

Constitution of the Republic of South Africa (Act No. 108 of 1996)
Municipal Finance Management Act (Act 56 of 2003)

Division of Revenue Act

The Income Tax Act (Act No. 58 of 1962)

Value Added Tax Act (Act No. 117 of 1998)

Municipal Structures Act (Act No. 32 of 2000)

Water Service Act (Act No.108 of 1997)

Housing Act (Act No. 107 of 1997)

Municipal Property Rates Act (Act No. 6 of 2004)

Electricity Act (Act No. 41 of 1987)

Skills Development Levies Act (Act No. 9 of 1999)
Employment Equity Act (Act No. 55 of 1398)

Unemployment Insurance Act (Act No. 30 of 1966)

Basic Conditions of Employment Act (Act No. 75 of 1997)
Municipal System Amendment Act (Act No. 7 of 2011)
Municipal Planning and Performance Management Regulations
Municipal Supply Chain Management Regulations

Municipal Collective Agreements

Municipal Budget and Reporting Regulations

MFMA Circulars and Regulations
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Sakhisizwe Local Municipality

Annual Financial Statements for the year ended 30 June 2025

Index

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

Accounting Officer's Responsibilities and Approval

Accounting Officer's Report
Statement of Financial Position
Statement of Financial Performance
Statement of Changes in Net Assets
Cash Flow Statement

Statement of Comparison of Budget and Actual Amounts

Accounting Policies

Notes to the Annual Financial Statements

Abbreviations used:
GRAP
SALGA
mSCOA
FMG
MFMA,
MIG
EPWP
VAT
MDRG
REDP

Generally Recognised Accounting Practice

South African Local Government Association
Municipal Standard chart of accounts
Financial Management Grant

Municipal Finance Management Act
Municipal Infrastructure Grant

Expanded Public Works Programme

Walue Added Tax

Municipa! Disaster Response Grant

Rural Economic Development and Planning

Page

4

(4]

o @ =~ o

10- 14
15- 41
42-84
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Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Accounting Officer's Responsibilities and Approval

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsible for the content and integrity of the interim financial statements and related financial
information included in this report. It is the responsibility of the Accounting Officer to ensure that the annual financial
statements fairly present the state of affairs of the municipality as at the end of the financial year and the results of its
operations and cash flows for the period ended.

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

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control
established by the municipality and place considerable importance on maintaining a strong control environment. To
enable the accounting officer to meet these responsibililies, the Accounting Officer sets standards for intemal conirol
aimed at reducing the risk of error or deficit in a cost affective manner. The standards include the proper delegation of
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of duties 1o
ensure an acceplable level of risk. These conlrols are monitored throughout the municipality and all employess are
required to maintain the highest ethical standards in ensuring the municipality's business is conducted in a manner that in
all reasonable circumstances is above reproach. The focus of risk management in the municipality is on identifying,
assessing, managing and monitoring all known forms of risk across the municipality. While operating risk cannot be fully
eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastruciure, conlrols, systems and
ethical behaviour are applied and managed within predetermined procedures and constraints.

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

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2026 and, in the light of
this review and the current financial position, he is satisfied that the municipality has or has access to adequate resources
to continue in operational existence for the foreseeable future.

Although the Accounting Officer is primarily responsible for the financial affairs of the municipality, they are supported by
the municipality's extemnal auditors who are responsible for indpendently reviewing and reporting on municipal's Annual
Financial Statements, senior managers and other oversight govemance structures of council..

The annual financial statements set out on page 5, which have been prepared on the going concern basis, were approved
by the council on 28 August 2025 and were signed on municipality's behalf by:

8G Sotshongaye
Accounting Officer
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Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Accounting Officer's Report
The accounting officer submits his report for the year ended 30 June 2025.
1.  Review of activities

Main business and operations

Sakhisizwe is a Category B, Grade 1 municipality responsible for providing public services to the citizens under the
jurisdiction of Sakhisizwe, on behalf of local govemment. The operaling results and state of affairs of the municipality
are fully set out in the attached annual financial statements and do not in my opinion require any further commant..

2, Golng concem

The annual financial slatements have been prepared on the basis of accounting policies applicable to a going concem,

This basis presumes that funds will be available to finance fulure operations and that the realisalion of assets and

seitlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The municipality is largely dependent on the government for continued funding of operations. The annual financial
statements are prepared on the basis thal the municipality is a going concern and that the municipality has neither the
intention nor the need to liquidate or curtail materially the scale of the municipality.

3. Subsequent events
The accounting officer is not aware of any matter or circumstance arising since the end of the financial period year ended
30 June 2025.

4. Bankers
The municipality banks with the First National Bank (FNB).

5. Auditors

Auditor-General of South Africa will continue in office for the next financial period.

-

-_—

e
SG Sotshongaye \AS

Accounting Officer
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Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Statement of Financial Position as at 30 June 2025

Figures in Rand Note(s) 2025 2024
Restated"
Assets
Current Assets
Receivables from exchange transactions 3 20786286 20 290 783
Statutory receivable 4 16 755 156 14 118019
Other Receivables 5 3 304 637 610 360
Wat input Accual 6 1845 4M 1034 678
Vat Receivable 7 2472170 2 524 496
Cash and cash equivalents 8 55318144 51924177
100 481 864 90 502 513
Non-Current Assets
Investment property 9 13 502 054 13 620 296
Proparty, plant and equipment 10 292350495 235784 790
305852 549 249 405 088
Total Assets 406 334 413 339 907 599
Liabilities
Current Liabilities
Payables from exchange transactions 1 22 405 891 17 944 602
Vat Output Accrual 7 351 643 6403 892
Consumer deposils 12 73 382 73 382
Employee benefit obligation 13 650 000 350 000
Unspent conditional grants and receipls 14 5807 475 36 882 027
36 288 391 61 653 903
Non-Current Liabilities
Employee benefit obligation 13 3264073 3337073
Provisions 15 31124 550 28 539 018
34 388 623 31 876 091
Total Liabilitles TOGTT 014 93 529 994
Net Assets 335657399 246 377 605
Accumulated surplus JA5 657 399 246 377 605
Total Net Assets 335657 399 246 377 605

180



Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Statement of Changes in Net Assets

Accumulated Total nat
Figures in Rand surplus / deficit assels
Opening balance as previously reported 254 554 239 254 554 239
Adjustments
Prior year adjustments 41 (8195223) (B 195 223)
Balance at 01 July 2023 as restated* 246 358 016 246 359 016
Changes in net assets
Surplus for the year 18 589 18 589
Total changes 18 589 18 589
Restated® Balance at 01 July 2024 246 37T 610 246 377 610
Changes in nel assets
Surplus for the year 89279789 89279789
Tolal changes B9279789 B9 279789
Balance at 30 June 2025 335 657 399 335 657 399
MNote(s)

181



Sakhisizwe Local Municipality

Annual Financial Statements for the year ended 30 June 2025

Cash Flow Statement

Figures in Rand Nota(s) 2025 2024
Restated®

Cash flows from operating activities

Recelpts

Sale of goods and services 22505554 23585599

Government grants 161 849 172 158 451 263

Interest income 19 256 819 12 774 345
203611545 194 811 207

Payments

Employee costs (60 227 435) (57 992 474)

Suppliers (63 780 383) (74 643 834)

Finance cosls {322 481) (1 056 941)
(124 330 279) (133 693 249)

Net cash flows from operating activities 33 79281266 61117 958

Cash flows from investing activities

Purchase of property, plant and equipment (82 269 938) (27 346 923)

Proceeds from sale of property, plant and equipment 6 382 637 -

Net cash flows from investing activities {75887 299) (27 346 923)

Cash flows from financing activities

Net increase/(decrease) in cash and cash equivalants 3393967 33771035

Cash and cash equivalents at the beginning of the year 51924177 18153 142

Cash and cash equivalents at the end of the year 8 55318144 51924177
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Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved  Adjustments  Final Budgel Aclual amounts Difference Reference
budget oncomparable bebween final
basis budget and
Figuras in Rand actual
Statement of Financial Performance
Revanue
Ravenus from exchange
transactions
Servica charges 26 555 951 3 806 661 30462 812 29251554 (1 211 058) 1
Conslruction conlracts - - - 4 468 974 4 468 974 2
Other income 3 TBS 664 {462 592) 3323072 3424 759 101 68T 3
Interest recaived 6513 185 6 451 391 12964 586 13 300 741 336 155 4
Total revenue from exchange 36854810 0895460 46750270 50446028 3695 758
transactions
Rovenua from non-axchangs
transactions
Taxation revenua
Proparty rates 13 764 636 (1679980) 12084 646 g 491 493 (2 593 153) 5
Intaresi Received -Non 2278539 3 502 630 5871169 5 956 078 B4 508 4
exchange
Transfer revenus
Government grants & subsidles 167401000 37 230222 204631222 192923724 (11 TOT 438) [:]
Fines, Penalties and Forfaits 23247 (173 371) 58 100 58 350 (750) 7
Total revenue from non- 183676 646 3B 960 491 222646137 208 420645 (14 216 492)
exchange transactions
Total revenus 220 531 456 48 864 951 269396407 258875673 (10 520 T34)
Expenditure
Employee costs (S0 442970) (5530658) (55973628) (52657 2906) 3 316 332 ;]
Remuneration of councilors (B 196 314) (910 541) (9106 855) (B 022 447) 1 0B84 408 9
Depreciation and amortisation (5735913) - (§735913) (10009997} (4 274 084) 10
Finance costs (119 934) (50 584) (170 518) (4 668 281) (4 497 T&3) 11
Impairment loss (5 168 780) 4 168 000 (1000 T60) (33 BAT 48B) (32 846 728) 12
Bad debts written off (2 272 007) 1 050 490 (1221 517) (567 6a0) 653 827 13
Bulk purchases (20 8683 680) - (20883 680) (18992494) 1891186 14
Contracied Services (28111650)  (1425935) (29537 585) (19231989) 10 205 596 15
General Expenses (24540 294) (2795023) (273357} (24744755 2 590 562 16
Total expenditura (145471 522) (5494 251) (150 965 773) (172 B42 437) (21 876 664)
Operating surplus 75059934 43370700 118430634  B6 033 236 (32 397 308)
Gain on disposal of assets and - - - 3083 553 3 083 553 17
liabilities
Actuarial gainsflosses - - - 163 000 163 000 18
= = - 3 246 553 3 246 553

Surplus befora taxation 73053 934 43 370700 118 430 634 B9 2T9 7B (29 150 B845)
Actual Amount on Comparable 75059934 43370700 118430634 89279789 (29 150 845)

Basils as Presented in the
Budget and Actual
Comparative Statement
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Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved Adjustments  Final Budget Actual amounts Difference Roference
budget on comparable between final
basis budget and
Figuras in Rand actual
Statermnaent of Financial Position
Assols
Currant Assets
Vat Recelvabla 36 241 (36 241) - 2472170 2472110 19
Vat input Accual 600 D00 800 000D 1 500 000 1845471 45 4M 20
Receivablas from Exchange 2970710 16306797 44 2TTSOT 20786286 (23 491 221) 21
Transaction
Receivables from MNan 62 078 842 (45 452 665) 16 626 177 16 755 156 128 979 22
Exchange Transacton
Other raceivables 1 000 000 - 1 000 000 3 304 637 2 304 837 23
Cash and cash equivalents 22663487 51985430 TAG4B BT 55318144 (19330 753) 24
114349260 237033241 138052581 100481864 (37 570 717)
Non-Current Assats
Invesiment property 14 163 974 (543 678) 136202906 13 502 054 {118 242) 25
Property, plant and equipment 334019098 26181061 360200158 7092350495 (67 849 664) 26
348183 072 25637 383 3T3 820455 305852549 (6T 96T 906)
Total Assots 462532332 49340704 S118730368 406 334413 (105 538 823)
Liabilities
Current Liabllities
Payables from exchange 7 BdE 372 & 015 090 13861462 22 405 p54 8 544 432 27
transaclions
Consumer deposits 88 099 - B8 099 73382 {14 T17) 28
Employes banefit obligation 429 481 (29 481) 400 000 650 000 250 000
Unspent conditional grants and - - = S5 807 475 5 80T 475 29
receipts
Vat Oulput Accrual - 2 500 D00 2 500 000 7 351643 4 851 843 an
Payablas from non exchangs 16 000 34 000 50 000 - (50 000}
{ransactions
8379632 8 519 629 16 B899 561 36288394 19388 833
Hon-Current Liabilities
Employee benefit obligation 2 B30 202 469 798 3300 000 3264073 (35927) kY|
Provisions 16 B94 816 3105184 20000000 371124550 11124550 32
18 725 018 3 574 382 23 300 000 34 388 623 11 DBS 623
Total Liabilitios 28104950 12 094 611 40 199 561 TOGTT 017 30 477 456
Net Assets 434427382 37246093 471673475 335657396 (136016079)
Net Assets
Reserves
Accumulated surplus 511821978 3488479 S153M10457 335657 401 (179 653 056) 13
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts  Difference Referance
budget oncomparable betwean final
basis budget and
Figures in Rand achual
Cash Flow Statemant
Cash flows from operating activities
Recelipts:
Sale of goods and services 37 484 681 18 771 722 56 256 403 22 505 554 {33 T50 843) 34
Grants 167 309000 37 232222 204 631222 161 49 172 (42 TB2 050) 35
Intarest income 7 726 742 8 261 601 15 988 343 19 256 819 3 268 476
212610423 64265545 276 AB7S5968 203 611545 (T2 264 423)
Paymants.
Employee costs and Suppliers (132 175 385) (10 661 682) (142 837 0&T) (124 007 788) 16 829 269 36
Finance costs (119 934) (50 584) (170 518) (322 481) {151 963) a7
{132 295 319) (10 712 266) (143 007 585) (124 330 279) 18 677 306
Met cash flows from operating B0 315 104 53553279 133 868 283 79281 266 (54 58T 117)
activities
Cash flows from Investing activities
Purchase of property, plant and {74 651 637) (43 230 622) (117 882 259) (B2 260 636) 35612323 38
aquipment
Proceeds from sale of property, - 6 382 000 6 382 000 6 382 637 67
plant and equipmeant
Met cash flows from investing (T4 651 63T} (36 848 B622) (111 500 259) (75087 299) 35612 960
activities
Cash flows from financing activitias
Increase [decreasa) in CONsLMer 13000 000 (13 000 OO0) = - -
deposits
Met increase/(decreasa) in cash 18 663 487 16 704 657 22 368 124 3393 967 (18 974 157) 39
and cash equivalents
Cash and cash equivalents at 4 000 000 47 924 177 51 924 177 51924 177 -
the beginning of the year
Cash and cash equivalents at 22 663 467 64 628 B34 T4 292 301 55318144 (18 874 157)

the end of the year
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Annual Financial Statements for the year ended 30 June 2025
Statement of Comparison of Budget and Actual Amounts

Budgat on Cash Basis
Approved Adjustments  Final Budget Actual amounts Differance Reference
oncomparable between final
basis budget and
Figures in Rand actual

1. Performance lass than the budget.
2. Budgeled under capital budget as the project INEP is capital in nature,

3. The increase contribuling factors are increase Duplicate drivars license issued, recoveries revenue ,and increase in
trading licansa,

4, Due to increase in investmenis and favourable cashflow that enabled to more investmeant.

5.Included erroneously in the budgel amount were municipal proparties which are not eligible for billing.
B. Reclasiffication for construction contract and MDRG unspent grant.

7. Lesser traffic fines issued that what was budgeted for.

8. Included in the budget was the budget for vacant positions which ware later nof filled .

9. Differance is due to Budgeting for incremenl of 5.5% sebsequenlly gazetted increment was 3%

10, Under Budgeted and increase in is due to additional assets acquired in the new year

11. Increase is due to interest in calaculation for provisions of landfillsite and post employee benefit

12. Increase is due accounting for impairment as requirements by Grap 104 which were under provisioned for,
13. The difference is due to an increase in bad debls compaired what was provisionaly made

14. Due credit balance received by the municipality

15. The decrease is due less budget spent on iterns that ware projectad for during budgeting period such as security services,
maintenance of assels, contracted casuals , advisory consultants.

16. The decrease is due less budget spent on items that were projected for durng budgeting period such as software
expanse , travelling costs,short term insurance

17. Due to assets that were sold through auction.

18. Actuarial valuation reports were not budgeted far,

19. Increase in expenditure that is a vatable supply and refund received at the end of the finacial year.

20. The municipal had an increasa in VAT input accrual from Trade payables accruals Invoices and retentions.
21, This is dus to debt write off and impairment and paymenis.

22, 100% percent perfomance

23. This is due detoblors that were previously impaired but due to changing in circumstatnces where prospects of recovery
are high were demmed

24, The municipality decrease in cash and cash equivalents was due planned extra collection on arear debt which
subsequently didn't matarialise in the year under audit.

25, Due to depreciation,
26, Due being impairment and under implementalion as per provision,
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Statement of Comparison of Budget and Actual Amounts

Budge! on Cash Basis

Approved Adjustments  Final Budget Actual amounts Diflerence Rafarence

budget oncomparable between final
basis budget and
Figures in Rand actual

27. Due to increase on provisons and retention.

28, Lass movement on deposits

29. Due lo conditions not mel from the Grants and subsidies.

30. This is dus to prior recognition of INEP VAT, major confribution and reasonability testing on debtors,

3. Dus calculation from experts of post employes benafits, and landfill site.

32. Due to increase in landfill site calculation liabdity

33. Affected by movement in all accounts increases and decroases,

24, This incomea collected and affected by impaiment and debts written off

35. This is due to an unspent on Municipal disaster grant which was not unspent prior year only spent in 2024-25,

36. The decrease is due less budgel spent on items that were projected for during budgeting period such as security
services, maintenance of assets, contracted casuals , advisory consultants, and vacant positions that were not filled,

37. Due to high increase in penalties as aresult of invoices receivad late.

38. Due to less assets acquired during the year.
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1.2

1.3

Presentation of Annual Financial Statements

The annual financial slatements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issuad by tha Accounting Standards Board in accordance with Section 122(3) of the
Municipal Finance Management Act (Act 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South African
Rand.

In the absence of an issued and effective Standard of GRAP, accounting policies for malerial transactions, events or
conditions were developed in accordance with paragraphs 8, 10 and 11 of GRAP 3 as read with Directive 7.

Asszats, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a
Standard of GRAP.

These accounting policies are consistent with the previous period.
Going concarn assumption

Thase annual financial slalements have been prepared based on the expectation that the municipality will continus 1o
operate as a going concern for at least the next 12 months.

Matoriality

Material omissions or misstatements of items are material if they could, individually or collectively, influence the dacisions
or assessments of users made on the basis of the financial statements. Materiality depends on the nature or size of the
omission or misstatement judged in the surrounding circumstances. The nature or size of the information ilem, ora
combination of bath, could be the determining factor.

Assessing whether an omission or misstatement could influence decisions of users, and so be material, requiras
consideration of the characteristics of those users. The Framework for the Preparation and Presentation of Financial
Statements states thal users are assumed Lo have a reasonable knowledge of government, its activities, accounting and
a willingness o study the information with reasonable diligence. Therefore, the assessment takes info account how users
with such attributes could reasonably be expected to ba influenced in making and evaluating decisions,

Materiality is determined as 1% of total operating expenditure. This materality is from management's perspective and
does not comelate with the auditor's materiality.

Significant judgements and sources of estimation uncortainty

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

Trade racalvables / Hald to maturity Investments andfor loans and receivables

The municipality assesses its trade receivables, held to maturity investmenis and loans and receivables for impairment at
the end of each reporting period. In determining whether an impairment loss should be recorded in surplus or deficit, the
municipality makes judgements as to whether there is observable data indicating a measurable decrease in the estimated
future cash flows from a financial assat.

The calculation in respect of the impairment of debtors is based on an assessment of the extent 1o which debtors have
defaulted on payments already due, and an assessment of their ability 1o make paymenis based on their creditworthiness,
This was performed per service-identifiable categories across all classes of debtors.

Provisions and Contingent Liabilities

Management judgement is required when racognising and measuring provisions and when measuring contingent
liabilitias. Provisions are discounted where the ime value offect is materal.
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Significant judgemants and sources of estimation uncertainty {continued)
Provision for Landfill Sites:

Tha provision for rehabilitation of the landfil site is recognised as and when the environmantal liability arises. The
provision is calculatad by a gualified environmantal engineer. Tha provision reprasants the net prasant value al the
reporting date of the expected fulure cash flows to rehabilitate the landfill site. To the extent that the obligations relate to
an assel, it is capitalised as part of the cost of those assels. Any subsaquent changes to an obligation that did not relate
to the initial related asset are recognised in the Statemant of Financial Parformancs.

Management referred to the following when making assumptions regarding provisions:
* Professional engineers wera ulilised to determine the cost of rehabilitation of landfill sites as well as the remaining
usaful life of each specific landfill site.

Provision for Staff leave:

Staff leave ts accrued to employeas according to collective agreasments. Provision is made for the full cost of accrued
leave at reporling date. This provision will be realised as employees take leave or when emplayment is terminated.

Provision for Performance bonuses:

The provision for parformance bonuses represents the best astimate of the obligation at yearend and is based on historic
pattems of payment of parformance bonusas. Performance bonuses are subject to an avaluation by Council,

Componentisation of Infrastructure assets:

Al infrastructure assets are unbundled into their significant components in order to depraciate all major components over
the expeclad useful lives. The cost of each component is estimated based on the current market price of each

component, depreciated for age and condition and recalculated to cost at the acquisition date if known or to the date of
initially adopting the standards of GRAP.

Contingent liabllities and Contingent assets:

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence or non-occumrence of one or more uncertain fulure events not whaolly within the control of the Municipality.
A contingent liability could also be a present obligation that afses from pasl events, bul is nol recognised because it is
not probable that an cutfiow of resources embadying economic benefits will be required to the obligation or the amount of
the obligation cannot ba maasured with sufficient reliability.,

The Municipality does nol recognize a contingant liability or contingent asset. A contingent liability is disclosed unless the
probability of an outflow of resources embodying economic benefits or service potential is remote. A contingent asset is
disclosed where the inflow of economic benefits or service potential is probabla,

Useful lives of property, plant and equipment

The useful lives of property, plant and aquipment are based on management's eslimation. Infrastructure's usaful lives are
based on lechnical estimates of the practical useful lives for the different infrastructure types, given engineering technical
knowledge of the infrasiructure types and service requirements. For other assets and buildings management considers
the impact of technology, availability of capital funding, service requirements and required retumn on assels to delermine
the optimum useful life expectation, where appropriate. The estimalion of residual values of assets is also based on
management's judgement whather the assets will be sold or used to the end of their useful lives, and in what condition
they will be at that tima.

Management refemed to tha following when making assumplions regarding useful lives and residual values of property,

plant and equipment.

. The useful life of movable assets was determined using the age of similar assets available for sale in the aclive
market. Discussions with people within the specific industry were also held to determine useful lives.

*  Local Government Industry Guides was used to assist with the deemed cost and useful life of infrastructure assets.
The Municipality referred to buildings in other municipal areas to determine the useful life of buildings. The
Municipality also consulted with engineers to support the useful life of buildings, with specific reference 1o the
structural design of bulldings.
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1.4

Significant judgemants and sources of astimation uncertainty {continued)
Post retirement benefits

The present value of the post retirement obligations and |ong service awards depend on a number of factors that are
detarmined on an actuarial basis using a number of assumplions. The assumplions used in determining the net cost
(income) include the discount rale expected rales of relum on assets, future salary increases, mortality rates and future
pension increases. Any changes in these assumptions will impact on the carrying amount of post retirement obligations,

The municipality datermines the appropriate discount rate at the end of each year. This is the inlerest rate that should be
usad to delermine the present value of astimated fulure cash culflows expected to be required to settle the pension
obligations. In determining the appropriate discount rate, the municipality considers the interest rates of high-quality
corporate bonds that are denominated in the cumency in which the benefits will be paid, and that have terms to maturity
approximaling the terms of the related pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed
i Mote 12, Due to the long-term nature of these plans, such astimates are subject to significant uncartainty,

Pre-pald electricity estimation:
Pre-paid electricity is recognised as income when the electricity is sold.
Investmant property

The usaful lives of investment property are based on management’s estimation. Management considers the impact of
technology, availability of capital funding, service requiremants and required return on assets to determine the optimum
useful life expectation, where appropriate. The estimation of residual values of assets is also based on management's
judgement whether lhe assets will be sold or used to the end of their economic lives, and in whal condition they will be at
that time,

Management referred to the following when making assumptions regarding useful lives and valuation of investment

property.

" The Municipality referred to buildings in ofher municipal areas to determine the useful life of buildings.

= The Municipality also consulted with professional engineers and qualified valuators to support the useful life of
buildings.

Revanue Recognition

Accounting Policy on Revenue from Mon-Exchange Transactions and Accounting Policy on Revenue from Exchange
Transactions describes the condilions under which revenue will be recognised by management of the Municipality.

In making their judgement, management considered the detailed criteria for the recognition of revenue as set out in GRAP
2:Revenus from Exchange Transactions and GRAP 23: Revenue from Non-Exchange Transactions, specifically, whether
tha Municipality, whan goods are sold, had transferred to the buyer the significant risks and rewards of ownarship of the
goods and when senices are rendered, whether the service has been performed. The management of the Municipality is
satisfied that recognifion of the revenue in the current year is appropriate,

Property, plant and equipment

Froperty, plant and equipment ara tangible non-current assats (including infrastructure assats) that are held for use in the
production or supply of goods or services, rental to others, or for administrafive purposes, and are axpected to be used
during more than one perod,

The cost of an item of property. plant and equipment is recognised as an asset when:

. it is probable that future economic benefits or service potential associated with the item will flow to the
municipality; and

. the cost of the item can be measurad reliably.

Property, plant and equipment is. initially measured at cost,
The cost of an item of property, plant and equipment is the purchase price and other costs aftributable to bring the assel

1o the location and condition necessary for it to be capable of operating in the manner intended by management. Trade
discounts and rebates are deducied in arriving at the cost.
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1.5 Financial instruments

A financial instrument is any contract thal gives risa 1o a financkal asset of one entity and a financial liability or a residual
interast of ancthar antity,

The amortised cost of a financial assel or financial llability is the amount at which the financial asset or financial Hability is
measured al initial recognition minus principal repayments, plus or minus the cumulative amoriisation using the effective
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly
or through the use of an allowance account) for impaiment or uncollactibility.

Credit risk Is the risk that one party o a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in foreign exchange rales.

Derecognition is the removal of a praviously recognised financial asset or financial liability from an entity's statement of
financial position.

The effective interest method is a maethod of calculating the amortised cost of a financial assel or a financial liability (or
group of financial assels or financial liabilities) and of allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that exaclly discounts estimaled future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter pariod 1o the net carrying amount of the financial
assel or financial liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all
contractual terms of the financial instrument (for example, prepayment, call and similar options) bul shall not consider
future cradit losses. The calculation includes all faes and points pald or received batwasn parties fo the contract that are
an integral part of the effeclive interest rate (see the Standard of GRAF on Revenue from Exchange Transactions),
transaction costs, and all clher premiums or discounts. There is a presumption that the cash flows and the expected kife of
a group of similar financial instruments can be astimated reliably. However, in thoze rare cases when it is nol possibla to
reliably estimate the cash flows or the expected life of a financial instrument (or group of financial instruments), the entity
shall use the contraclual cash flows over the full contractual term of the financlal instrument (or group of financial
instruments).

Fair value is the amount for which an assel could be exchanged, or a liability settled, betwesn knowledgeable willing
partias in an arm's length transaction.

A financial asset is:

. cash;

* @ residual interest of another entity; or

. a contractual right to:
- receiva cash or anather financial assat from another entity; or
-  exchange financial assets or financial Eabilities with another entity under conditions that are potentially
favourable to the municipality.

A financial Nability is any liability that is a confractual obligation to:
* daliver cash or another financial asset to another entity; or
. axchange financial assets or financial liabilities under conditions that are potentially unfavourable 1o the municipality.

interest rate risk is the risk that the fair value or fulure cash flows of a financial instrument will fluciuate because of
changes in market interest rates,

Liquidity risk is the risk encountered by an municipality in the event of difficulty in meeling obligations associated with
financial liabiliies that are setfled by delivering cash or another financial asset.

Loan commitment is a firm commitment to provide credit undar pre-specified terms and conditions.
Loans payable are financial liabiliies, other than short-term payables on normal credit lems,

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
markel prices. Market risk comprises three types of risk: curmency risk, interest rate risk and other price risk.
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1.5 Financial instruments (continued)

Othar price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (olher than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individeal financial instrument or its issuer, or factors affecting all similar financial
instrumeants traded in the markeat.

A financial assel is past due when a counterparty has failed 1o make a paymenl when contractually due.

Transaction cosis are incremental costs that are directly atiributable fo the acquisition, issus or disposal of a financial
asset or financial liability. An incremental cost is one thal would not have been incurred if the entity had nol acquired,
issued or disposed of the financial instrument.

Financial instruments at amorised cost are non-derivative financial assels or non-dervative financial liabilities that have
fixad or determinable payments, excluding those inslruments that:

= the municipality designates al fair value at initial recognition; or

+  are hald for trading.

Financial instruments at cost are investments in resideal interests that do not have a quoted market price in an active
market, and whose fair value cannot be reliably measured.

Financial instrumenis at fair value comprise financial assels or financial liabikties that are:
. denvatives;
+  combined instruments that are dasignated at fair value;
. instruments held for trading. A financial instrument is held for trading if:
= itis acquired or incurred principally for the purpose of selling or repurchasing it in the near-lerm; or
- on initial recognition it is part of a portfolio of identified financial instruments that are managed tagether and for
which there is evidence of a recent actual pattern of short term profit-taking;
- non-dervative financial assels or financial liabilities with ficed or determinabla payments that are designatad at
fair value al initial recognition; and
. financial instruments that do not meet the definition of financial instruments at amortised cost or financisl
instrumeants at cost.

Classification

The entity has the following types of financial assets (classes and category) as reflectad on the face of the staterment of
financial pasition or in the notes thereto:

Class Category

Cash and cash equivalents Financial asset measured at amortised cosl
Recsaivables from exchange transactions Financtal asset measured al amortised cost
VAT recaivable Financial asset measured at amortised cost

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statemant of
financial position or in the notes tharato:

Class Category

Bormowings Financial Eability measured al amortised cost
Payables from exchange lransactions Financial liability measured at amortised cost
Unspent conditional grants and recaipts Financial liability measured at amortised cost
Paymenis received in advance Financial liability measured at amortised cost
Consumer deposits Financial liability measured at amortised cost
Other deposits Financial liability measured at amortised cost

Initial recognition

The municipality recognises a financial asset or a financial liability in its statement of financial position when the enfity
becomes a party to the contractual provisions of the instrument.
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1.5 Financial instruments (continued)
Initial maasurement of financial assets and financial liabilities

The municipality measures a financial asset and financial liability initially at its fair value plus transaction costs that are
directly attributable to the acquisition or issue of the financial assel or financial liability.

193



Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Accounting Policies

1.5 Financial instruments (continued)
Subsequent measurement of financial assets and financial liabilities
The municipality measures all financial assets and financial liabilities after initial recognition using the following

categones:

«  Financial instruments at fair value.

. Financial instruments at amortised cost.
«  Financial instruments at cost.

Al financial assets measured at amortised cost, or cosl, are subject to an impairment review.
Falr value measurement considerations

The bast evidence of fair value is quoted prices in an active market. If the markel for a financial instrument is not active,
the entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish
what the transaction price would have been on the measurement date in an arm’s length exchange motivated by normal
operating considerations. Valuation techniques include using recent amm's length market transactions between
knowledgeable, willing parties, if available, reference to the current fair value of another instrument that is substantially the
same, discounted cash flow analysis and oplion pricing models. If there is a valuation technique commonly used by
market participants to price the instrument and that technique has been demonstrated to provide reliable estimates of
prices oblained in actual market transactions, the entity uses that technique. The chosen valuation technique makes
maximum use of market inpuls and relies as little as possible on entity-spacific inputs. It incorporates all factors that
market participants would consider in setting a price and is consistent with accepted economic methodologies for pricing
financial instruments. Periodically, an municipality calibrates the valuation technique and tests i 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 (e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date that the amount could be required 1o be paid.

Reclassification

The entity does not reclassify a financial instrument while it is issued or held unless it is:

*  combined Instrument that is required to be measured at fair value; or

*  aninvestment in a residual interest that meets the requirements for reclassification,

Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host
contract that s a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value.
This requires a reciassification of the instrument from amortised cost or cost to fair value.

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity
reclassifies the investment from fair value to cost. The camying amount at the date that fair value is no longer available
becomes the cost.

If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not
available, and the instrument would have been required lo be measured at fair value, the entity reclassifies the instrument
from cost to fair value.

Gains and losses

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

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

Impairment and uncollectibility of financial assets

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

Financial assets measured at amortised cost
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1.5 Financlal Instruments (continuad)

If there is objective evidence that an impairment loss on financial assets measurad at amortised cost has been incurred,
the amount of the loss is measured as the difference between the asset's carmying amount and the present value of
astimated future cash flows (excluding future credit losses that have nol been incurred) discounted at the financial asset's
original effective interast rate. The camying amount of the asset is reduced direclly OR through the use of an allowance
accounl. The amount of the loss is recognised in surplus or deficit.

If, in a subsequent pariad, the amount of the impaiment loss decreases and the decrease can be related objectively to an
avent occurring after the impaimen! was recognised, the previously recognised impaiment loss is reversed directly OR
by adjusting an allowance accounl. The reversal does not resull in a carrying amount of the financial asset that exceeds
what the amort|sed cost would have been had the impairment not been recognised at the date the impairment is reversad.
The amount of the reversal is recognised in surplus or deficit.

Financial assets measured atl cost;

If thers is objective evidance that an impaiment loss has baen incurrad on an investment in a residual intarast that is not
maasured at fair value because ils fair value cannot be measured reliably, the amount of the impairment loss is measured
as the difference between the carrying amounl of the financial assel and the present value of eslimaled fulure cash Mows
discounted at the current market rate of return for a similar financial asset. Such impaiment logses are not reversed.

Darecognition
Financial assels

The municipality derecognises financial assels using trade date accounting,

Tha municipality derecognises a financial asset only when;
the contractual rights to the cash flows from the financial assat expire, are seftled or walved;

= the municipality transfers to another pary substantially all of the risks and rewards of ownership of the financial
assat; or

+  the municipality, despite having retained some significant risks and rewards of ownership of the financial asset, has
transferred control of the asset to ancther party and the other party has the practical ability to sell the asset in its
antirety lo an unrelated third party, and is able fo exercize that ability unilaterally and without neading fo imposa
additional restrictions on the transfar, In this case, the antity ;
= derecognise the asset; and
. recognise saparately any rights and obligations created or ratained in the transfer.

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

On derecognilion of a financial assel in its entirety, the difference between the camying amount and the sum of the
consideralion received |5 recognised in surplus or deficit.

Financial liabilities

The municipality removes a financial Nability {or a part of a financial Rability) from iis statement of financial position when it
is extinguished — i.e. when the obligation specified in the confract is discharged, cancallad, sxpires or waived,

An exchange between an exisling borrower and lender of debt instruments with substantially different terms is accounted
for as having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial
modification of the terms of an existing financial liability or a part of it is accounted for as having extinguished the orginal
financial liability and having recognisad a new financial liability.

The difference betwaen the camying amount of a financial llability (or part of a financial liability) extinguished or ransfemed
to another party and the consideration paid, including any non-cash assets transferred or labllities assumed, is
recognised in surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-
exchange transaclion are accounted for in accordance with the Standard of GRAP on Revenue from MNon-exchange
Transactions (Taxes and Transfers).
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1.6

Financial instruments (continued)
Prasantation

Interest relating to a financial instrument or a component that is a financial liability is recognised as ravenue or expense in
surplus or deficit.

Dividends or similar distributions relating to a financial instrument or a component thal is a financial liability is recognised
85 ravenue or expanse in surplus or deficit.

Losses and gains relating to a financhal instrument or a component that is a financial liability is recognised as revenue or
axpanse in surplus or deficil.

A financial azset and a financial liability are only offset and the nel amount presented in the statemant of financial position
when the entity currenily has a legally enforceable right to set off the recognised amounts and intends aither to setile on a
mel basis, or to realise the asset and settle the liability simultaneously.

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does nol offset the
transferrad asset and the associated liability,

Statutory recelvables
Idantification

Statutory receivables are receivables that arse from legislation, supporting regulations, or similar means, and require
setlement by another entity in cash or another financial asset.

Camying amount is the amount at which an asset is recagnised in the statemant of financial position,
Stalutory receivables can arise from both exchange and non-exchange transactions.

Recognition

Thu municipality recognises slatutory recaivables as follows:
if the transaction is an exchange ransaction, using the policy on Revenue from exchange ransactions;

+ if the transaction is a non-exchange transaction, using the policy on Revenue from non-exchange transactions
(Tanes and transfers); or

« if the transaction is not within the scope of the policies listed in the above or another Standard of GRAP, the
recaivable is recognised when the definition of an asset is mel and, when it is probable thal the future economic
benefits or service potential associated with the asset will flow to the entity and the transaclion amount can be

measurad raliably,
Initial measuremeant
The municipality initially measures statutory receivablas at their transaction amount,

Stalutory receivables are recognised when the relaled revenue is recognisaed or when the receivable meels the definition
of an assat.

Subsaquant measuramant

The municipality measures slalutory recelvables afler initial recognition using the cost methed. Under the cost method,
the initial measurement of the receivable is changed subseguent to initial recognition to reflect any:

= interest or other charges that may have accrued on the receivable (where applicabla);

. impairmeani losses; and

. amouwnts derecognised.

Impaiment losses

The municipality assesses at each reporting date whether there is any indication that a statutory receivable, or a group of
statutory receivables, may be impaired.
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1.7

In assassing whether there is any indication that a statulory receivable, or group of statulory receivables, may be

|mpa|md the municipality considers, as a minimum, the following ndicators:
Significant financial difficulty of the dabtor, which may be evidenced by an application for debt counseliing, business
rascue of an equivalent.

*  Itis probable that the debtor will enter sequesiration, liquidation or other nancial re-organisation.

* A breach of the terms of the transaction, such as default or delinguency in principal or interest payments (where
levied),

*  Adverse changes in intemational, nalional or local economic conditions, such as a decline in growth, an increass in
debl levels and unemployment, or changes in migration rales and pattems.

If thera is an indication that a statutory receivable, or a group of statutory receivables, may be impaired, the municipality
measures the impairment loss as the difference batween the estimated future cash flows and the carrying amount, Where
e carrying amount is higher than the estimated future cash flows, the carrying amount of the slatutory receivable, or
group of statutory receivables, is reduced, ailher directly or through the use of an allewance account. The amount of the
lossas is recognised in surplus or daficit.

In estimating the future cash flows, an municipality considers both the amount and timing of the cash flows that it wil
receive in future. Consequently, where the effect of the time value of money Is material, the anlity discounts the estimaled
future cash flows using a rate that reflacts the current risk-free rate and, if applicable, any risks specific io the statutory
raceivable, or group of statutory receivables, for which the future cash flow estimates have not been adjusted.

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

Any previously recognised impaiment loss is adjusted either directly or by adjusting the allowance accounl. The
adjustment doas not result in the camying amount of the statutory receivable or group of statutory receivables exceading
what the camying amount of the receivable(s) would have been had the impairment loss not been recognised at the date
the impairment is revisad. The amount of any adjusiment is recognised in surplus or deficit.

Derecognition

The municipality derecognises a statulory receivable, or a part thereof, whan:

+  the rights to the cash flows from the receivable are setled, expire or are waived;

+  the municipality transfers to another party substantially all of the risks and rewards of ownership of the recaivable; or

*  the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transferred conirol of the receivable to another party and the other party has the praclical ability to sell the receivable
in iis entirety to an unrelated third party, and is able lo exercise that ability unilaterally and without needing to impose
additional restrictions on the transfer. In this case, the antity:
= derecognise the receivable; and
=  recognise separately any rights and obligations created or retained in the transfer.

Leases

A lease is classified as a finance |ease if it transfers substantially all the risks and rewards incidental to ownership. A
lease is classified as an cperating lease if it does nol transfer substantially all the risks and rewards incidental to

ownership.

When a lease includes both land and buildings elements, the enfity assesses the classification of each elemant
separately.
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1.7 Leases (continued)
Finance leases - lessor

The municipality recognises finance lease receivables as assels on the statement of financial position. Such assets are
presented as a receivable al an amount equal to the nat investment in the lease,

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the municipality's net
invastmant in the finance laasa.

Under a finance lease, the Municipality recognises the lease payments to be recelved in terms of a lease agreement as
an asset (recaivable). The receivable is calculated as the sum of all the minimum lease payments to be received, plus any
unguaranteed residual accruing to the Municipality, discounted at the inferast rate implicit in the lease. The recaivable is
reduced by the capilal porlion of the lease instalments received, with the interest portion being recognised as interest
revenue on a time proportionate basis. The accounting policies relating o de-recognition and impairment of financial
instruments are appliad to lease recaivables.

Operaling leases are those leases that do not fall within the scope of the above dafinition. Operating lease revenue is
recognised on a straight-ing basis over the term of the relevant lease. The difference between the straight-lined revenue
and actual payments received will give risa to an assel. The Municipality recognises the aggregate cost of incentives as a
reduction of rental revenue over the lease term, on a straight-line basis unless another systernatic basis s reprasentative
of the time pattern over which the banefit of the lnased assat is diminishad

Finance leases - lessee

Finance leasas are recognised as assels and liabilities in the statemant of financial position at amounis equal to the fair
value of the leased property or, if lower, the present value of the minimum lzase paymenis. The corresponding liability 1o
he lessor is included in the statement of financial position as a finance lease obligation.

Leases are classified as finance leases where substantially all the risks and rewards associated with ownarship of an
assel are transferred lo the Municipality. Property, plant and equipment or intangible assets (excluding hicensing
agreements for such ilems as motion picture films, video recordings, plays, manuscripts, patents and copyrights) subject
o finance lease agreemants are initially recognised at the lower of the asset's fair value and the present value of the
minimum lease payments. The cormesponding liabilities are initially recognised at the inceplion of the lease and are
measured as the sum of the minimum lease payments due in tarms of the lease agreament, discounted for the effect of
interest. In discounting the lease payments, the Municipality uses the interest rate that exactly discounts the lease
payments and unguaranieed rasidual value to the fair value of the asset plus any direct costs incumed. The interest rate
usad is the interest rate implicit in the lease or the bark prime interest rate.

Subsequent to initial recognition, the leased assets are accounted for in accordance with the staled accounting policies
applicable to property, plant and equipment, investmeant property or intangibles assets. The lease Imbimr is reduced by
the leasa payments, which are allocated between the lease finance cost and the capital repayment using the effective
interest rate method. Lease finance costs are expansad when incumed. The accounting policies relating to de-recognition
of financial insiruments are applied to lease payables.

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are
recognised on a straight-line basis over the term of the relevant leasa. The difference batwaaen the straight-lined expenses
and actual payments made will give rise 10 a kability. The Municipality recognises the aggregate benefit of incentives as a
reduction of rental expense over the lease temm, on a straight-line basis unless another syslemalic basis |s representative
of the time pattern of the lessee's benefit from the use of the leased asset.

Operating leases - lessee
Operating lease payments are recognised as an expense on a siraightline basls over the lease term. The difference

between the amounts recognised as an expense and the contractual payments are recognised as an operaling lease
assel or liability,
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1.8

19

Consiruction contracts and receivables

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

Confractor is an entity (hal performs construclion work pursuant to a construction contract

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

Fixed price contract is a construction contract in which the confractor agrees o a fixed coniract price, or a fixed rate per
unit of output, which in some cases is subject to cosl escalation clauses,

A confractor is an entity that enters inlo a contract to build structures, construct facilities, produce goods, or render
sarvices to the specifications of another entity either itselfl or through tha use of sub-contractors. The term “contractor”
thus includes a general or pime contractor, a subcontractor to a general contraclor, or a construction manager,

The enlity assesses the terms and condilions of each contract concluded with cusiomers to establish whether the coniract
is a conslruction contract or not. In assessing whether the contract is a construction contract, an entity considers whather
it is a conlractor.

Where the oulcome of a conslruction contract can be estimated reliably, confract revenue and cosls are recognised by

refarance to the stage of complation of the contract activity at the reporting date, as measured by the proporiion that
contract costs incurred for work performed to date bear to the estimated total contract costs

Varialions in contract work, claims and incentive payments are included to the extent that they have been agreed with the
customer,

When the outcome of a consiruction conlract cannot be estimated reliably, conlract revenue is recognised 1o the exien
thal contracl costs incurred are recoverable. Conlract costs are recognised as an expense in the period in which they are
incurmad.

When it is probable that total contract costs will exceed total contract revenue, the expected deficil is recognised as an
expense immedialely.

Impairmant of cash-ganerating assats

Cash-generaling assals are assels used with the objeclive of generating a commercial retumn. Commercial retum means
that positive cash flows are expacted to be significantly higher than the cost of the assel.

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

Carrying amount is the amount at which an assel is recognised in the statement of financial position after deducting any
accumulated dapreciation and accumulated impairmeant losses thereon,

A cash-generating unit is the smallest identifiable group of assels used with the objectlive of generating a commercial
retumn that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets
or groups of assats,

Costs of disposal are incremental costs directly attributable to the disposal of an assel, excluding finance cosis and
income fax expense,

Depraciation {Amorisation) is the systematic allocation of the depreciable amount of an assel over its useful life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's lenglh transaction betwean
knowledgeable, willing parties, less the costs of disposal,

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs Lo sell and its value in use,
Uselul lfe is either:
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1.8 Impairment of cash-generating assets (continued)
- the pericd of imeé over which an asset is expacted to ba used by the municipality; or
= the number of proeduction or similar units expactad to be oblained from the assel by the municipality.

Dasignation

Al initial recognition, the municipality designates an assel as non-cash-generating, or an asset or cash-generating unit as
cash-generating. The designation is made on the basis of a municipality's objective of using the asset.

The municipality designates an asset or a cash-genarating unil as cash-generating when:

*  ls objective is 1o use the asset or a cash-generating unit in a manner thal generales a commercial return; such thai

= the assel or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected to be significantly higher than the cost of the asset.

An asset used with the objective of generating a commercial return and service delivery, is designated either as a cash-
generaling asset or non-cash-ganerating asssl based on whether the municipality expects to use thal asset lo generate a
commarcial return. When it is not clear whather the objective is to use the asset to generate commercial return, the
municipality designales the asset as a non-cash-generating asset and applies the accounting policy on Impairment of
Mon-cash-generaling assels, rather than this accounting policy.

|dentification
Whan the camying amount of a cash-generaling assel exceeds its recoverable amount, il is impaired.

The municipality assesses at each reporting date whether there |s any indication that a cash-gensrating assel may be
impaired, if any such indication exists, the municipality estimates the recoverable amount of the assat,

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

Value in use

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

When estimaling the value in use of an asset, the municipality estimates the fulure cash inflows and outflows 1o be
darived from continuing use of the asset and from iis ullimate disposal and the municipality applies the appropriate
discount rate to those future cash flows.

Basis for estimates of future cash flows

In measuring value in use the municipality:

+  base cash flow projections on reasonable and supportable assumptions that represent management's best estimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given
to extemal avidencs;

Composition of estimatas of future cash flows

Ealmaina of future cash flows include:
projections of cash inflows from the continuing use of the asset;

»  projections of cash outflows that are necessarily incurred to generate the cash inflows from confinuing use of the
assel (including cash outflows to prepare the asset for use) and can be directly aftributed, or allocated on a
reasonable and consistent basis, to the asset; and

*  netcash flows, if any, to be received (or paid) for the disposal of the asset at the end of its useful life.

Discount rata
The discount rale is a pre-tax rate that reflects current market assessmenis of the time value of money, represented by

the current risk-free rate of inlerest and the risks specific 1o the asset for which the future cash flow estimates have not
been adjusted.
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1.9 Impalrment of cash-generating assets (continued)
Recognition and measurement {(individual asset)

If the racoverabla amount of a cash-generating asset is lass than its carrying amaunt, the carrying amount of the asset is
reduced to its recoverable amount, This reduction is an impaimant loss.

An impairment loss s recognised immediately in surplus or deficit.

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

Cash-generating units

If there is any indication that an asset may be impaired, the recoverabla amount is estimated for the individual asset, If it
is not possible 1o estimate the recoverable amount of the individual asset, the municipality determines the recoverable
amount of the cash-generating unil to which the asset belongs (the assel's cash-generating unit).

If an active market axists for the outpul produced by an assel or group of assets, thal assel or group of assets is identified

as a cash-generating unit, even if some or all of the oulput is used internally. If the cash inflows generated by any asset or

cash-generating unit are affectad by internal transfer pricing, the municipalily use management's bast estimate of future

prica(s) that could ba achieved in arm’s lenglh transactions in estimating:

*  the future cash inflows used to determing the asset's or cash-generating unit's value in use; and

+  the future cash oulflows used to determine the value in use of any other assets or cash-generating units thal are
affacted by the intemnal transfer pricing,

Reversal of impairment loss

The municipality assessaes at each reporting date whether there is any indication that an impairment loss recognised in
prior periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the
enlity estimales the recoverable amount of that asset, .

An impairment loss recognised in prior periods for a cash-generaling asset is reversed if there has been a change in the
estimates used to determine the asset's recoverable amount since the [ast impairment loss was recognised. The carmying
amount of the asset is increased to ils recoverable amount. The increase s a reversal of an impairment loss. The
increased camying amount of an asset attributable o a reversal of an impaiment loss does not exceed the camying
amount that would have been determined (net of depreciation or amodisation) had no impairment loss bean recognised
for the asset in prior periods.

A reversal of an impaimmeant boss for a cash-generating asset is recognised immediately in surplus or deficit.
Rodesignation

The redesignalion of assels from a cash-generating assel fo a non-cash-generating asse! or from a non-cash-genarating
asset to a cash-generating asset only occcur when thers is clear evidence that such a redasignation is appropriate.

1.10 Impairment of non-cash-generating assets

Cash-generating assets are assets used with the objective of gererating a commercial retum. Commercial refurn maans
that positive cash flows are axpactad to be significantly highar than the cost of the asset,

MNon-cash-ganarating assets ane assats othar than cash-generaling assels.

Fair value less costs o sell is the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeabla, willing pariies, lass the costs of disposal.
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1.10 Impairment of non-cash-generating assets {continued)
Identification
When the camying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

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

An asset's recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its
value in use. If the recoverable service amount of an asset is less than its carrying amount, the camying amount of the
assel is reduced lo its recoverable service amount. That reduction is an impairment loss and is recognised in the
Statement of Financial Perfarmance.

In assessing whether there is any indication that an asset may be impaired, the Municipality considers the following
indications:

{a) External sources of information

= Cessalion, or near cessation, of the demand or need for services provided by the asset.

*  Significant long-term changes with an adverse effect on the Municipality have taken place during the period or will
take place in the near future, in the technological, legal or govermment policy environment in which the Municipality
operates.

{b) Internal sources of information

. Evidence is available of physical damage of an asset,

*  Significant long-term changes with an adverse effect on the Municipality have taken place during the period, or are
expacted to take place in the near future, in the extent to which, or manner in which, an assat is used or is expected
to be used. These changes include the asset becoming idle, plans to discontinue or restructure the operation to
which an asset belongs, or plans to dispose of an asset before the previously expected dale.

. A decision to halt the construction of the asset before it is complete or in a usable condition.

+  Evidence is available from internal reporting that indicates that the service performance of an asset is, or will be
significantly worse than expected.
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1.10 Impairmant of non-cash-genarating assets {continued)
Value in use

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

The present value of the remaining service potential of a non-cash-generating assets is determined using the following
approach;

Depreciated replacement cost approach

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated
raplacament cost of the asset. The replacemant cost of an assel is the cost to replace the assel's gross service potential,
This cost is depreciated to reflect the asset in its used condition. An assel may be replaced either through reproduction
(replication) of the existing assel or through replacement of its gross service potential. The depreciated replacement cost
is measured as the current reproduction or replacement cost of the asset, whichevar is lower, less accumulated
depreciation calculated on the basis of such cost, to reflect the already consumed or expired service potential of the
assel.

Restoration cost approach

Restoration cost is the cost of restoring the service polential of an assel to its pre-impaired level. The presant value of tha
remaining service potential of the assel is delermined by sublracting the estimated resloration cost of the asset from the
currant cost of replacing the remaining senvice potential of the asset before impairment. The latter cost is determined as
the depreciated reproduction or replacement cost of the assat, whichever is lower,

Service units approach

The present value of the remaining service polential of the asset is determined by reducing the current cost of the
remaining service potential of the assot before impairment, to conform to the reduced number of service unils expecied
from the asset in ils impaired slate. The currenl cost of replacing the remaining sarvice potential of the asset before
impairment is determined as the depreciated reproduction or replacement cost of the asset before impairment, whichever
is lower.

Recognition and measurement

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

An impairment loss is recognised immediately in surplus or deficit,
Reversal of an impairment loss

The municipality assesses al each reporting date whether there is any indication thal an impairment loss recognised in
prior periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists,
the municipality astimates tha recoverable sarvice amount of that asset,

An impairmeant loss recognised in prior periods for a non-cash-generaling assel is reversed if there has been a change in
the estimates used to determine the asset's recoverable service amount since the last impairment loss was recognisad.
The carrying amount of the assel is increased to its recoverable service amount. The increase is a reversal of an
impairment loss. The increased carrying amount of an asset atiributable to a reversal of an impairment loss does not
exceed the carrying amount thal would have been delermined (net of depreciation or amertisation) had no impalkmant
loss been recognised for the assat in prior periods.

A reversal of an impairment loss for a non-cash-generaling asset is recognised immediately in surplus or deficit.
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1.11 Employes benefits

Identification

Employas banefits

Employee benefits are all forms of consideration given by an municipality in exchange for service rendered by employees.

Praovision for Staff Leave:

. Liabilities for annual leave are recognised as they accrue 1o employees. The liability is based on the total amounl of
leave days due to employees at year-end and also on the tolal remunaration package of the employea,

*  Accumulating leave is carried forward and can be usad in future perods if the curment period's entitlemant is not
usad in full. All unused leave will be paid out to the specific employee at the end of that employee's employment
tamrm:

= Accumulated leave is vesling

Staff Bonuses Accrued;

Liabilities for staff bonuses are recognised as they acerue to employeas. The liability at year and is based on bonus
accrued at year-end for each employes.

Provision for Performance Bonuses

A provision, in respect of the liability relating 1o the anlicipated cosls of performance bonuses payable to Section 57
employees, is recognised as il accrue to Section 57 employees. Municipal entities’ performance bonus provisions are
basad on the amploymeant cantract stipulations as well as previous performance bonus payment rends.

Short-term amployee banefits

Recognition and measurement

All short-term employee benefits

F::ﬂ-ampluymﬂ benefits are amployes benafits (other than lemination banefits) which are payable after tha complation
employmant.

Post-employment banefil plans are formal or informal arrangements under which an municipality provides post
employment banefits for one or more employees.

Post-employment benefits: Defined contribution plans
Recognition and measurement
Defined contribution plans are post-employment benefit plans under which an municipality pays fived conltributions into a

separate municipality (a fund) and will have no legal or constructive obligation 1o pay further contributions if the fund does
not hotd sufficient assels lo pay all employee benefits relating to employee service in the curment and prior perods.
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1.11 Employee banefits (continued)
Post-employment benefits: Defined benefit plans
Racognition and measurament
Defined benefit plans are post-employment benefit plans other than defined contribution plans.

Actuarial gains and losses comprise experience adjustments (the effects of differances betwean the previous actuarial
assumptlions and what has actually occured) and the effects of changes in actuarial assumptions. In measuring its
defined benefit Nability the municipality recognises acluaria! gains and losses in surplus or deficit in the reporting period
in which thay occur,

Post Retirement Defined Benefit Madical Obligations:

The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of retired staff
according 1o the rules of the medical ald funds. Council pays 70% as contribution and the remaining 30% is paid by the
members. The enfiiement to these benefits is usually conditional on the employee remaining in service up o retirement
age and the completion of a minimum service period. The present value of the defined benefil liabiity is actuarially
determined in accordance with GRAP 25 - “Employee Benefits” (using a discount rate applicable to high quality
govermmant bonds). The plan is unfunded.

These contribulions are recognised in the Staterment of Financial Performance when employees have renderad the
sarvice entiting them to the contribufion.

Tha intarast cost of the defined banalit abligation is recognisad as finance cost in the Statemant of Financial
Performance, as it meets the definition of Interest Cost in GRAP 25.

The Hability was calculated by means of the projected unit credit actuarial valualion method. The liability in respect of
current pensioners is regarded as fully accrued, and is therefore not split between a past (or accrued) and future in
service alemenl. The kability is recognised at the present value of the defined benefil obligation at the reporting date,
minus the fair value at the raporting date of plan assets (if any) out of which the abligations are to be settled directly, plus
any liability that may arise as a result of a minimum funding requirements.

Post Retirement Defined Benefit Long Service Awards

Long service awards are provided to employees who achieve cerlain pre-determined milestones of service within the
Municipality. The Municipality's obligation under thasa plans is valued by indepandent qualified actuaries annually and the
commasponding liability is raised. Payments are sef-off against the liability, including notional interest, resulting from the
valuation by the actuaries and are recognised in lhe Stalement of Financial Performance as employee banefits upon
valuation,

Acluarial gains and losses arising from the expariance adjustments and changes in actuarial assumptions are recognised
in the Statement of Financial Performance in the pericd that it ocours. These obligations are valued annually by
indepandent qualified acluaries,

1.12 Provisions and contingencies

Provisions are recognised when:

. the municipality has a present obligation 25 a result of a past event;

=  itis probable that an outflow of resources embodying economic benefits or service potential will be required to
setile the obligation; and

. a ralfable astimate can be made of the obligation.

The amount of @ provision is the best estimate of the expenditure expected to be required to sefttle the present obligation
at the reporting date.

Whera the effect of ime value of monay is material, the amount of a provision is the present value of the expendilures
axpacted to be required o settle the abligation.

The dizcount rale is a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.
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1.12 Provisions and contingencles (continued)

Provisions are reviewed al each reponing date and adjusted 1o reflect the current best estimate. Provisions are reversed if
it is no longer probable that an outflow of resources embaodying economic benefits or service potential will be required, o
settle the obligation.

A provision is used only for expenditures for which the provision was oniginally recognised.

It an entity has a coniract that is onerous, the prasant obligation {net of recoveries) under the contract is racognised and
measurad as & provision.

A constructive obligation 1o restructure arisas only whan an antity:
. has a detailled formal plan for the restructuring. identifying at least:
= the activity/operating unit or part of an activityloperating unit concemed,
. the principal locations affected;
- the location, function, and approximate number of employees who will be compansated for services being
terminated;
- the expenditures that will be underaken; and
= when the plan will be implemented; and
*  has raised a valid expectation in those affected that it will carmy out the restructuring by starting to implement thal
plan or announcing its main features to those affected by it

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in nole 35,
1.13 Commitments

Iterns are classified as commitments when an entity has committed itself to fulure ransactions that will normally result in
the outflow of cash,

Disclosures ara required in respect of unrecognised contractual commitments,

Commitments for which disclosure is necessary 1o achieve a fair presentation should be disclosed in a note to the

financial statements, if both the following criteria are met:

*  Coniracts should be non-cancellable or only cancellable at significant cost (for example, contracis for computer or
building maintenance services); and

. Contracts should refale to something other than the routine, steady, stale business of the entity — therefore salary
commitments ralating to employment contracts or social security benefit commitrnents are excluded.
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1.14 Revenue from exchange transactions

Revenua is the gross inflow of economic benafits or service potential during the reporting peried when those inflows result
in an increase in net assets, other than increases relating to contributions from ownears.

An exchange transaction is one in which the municipality receives assels or services, or has liabillites extinguished, and
direclly gives approximalely equal value (primarily in the form of goods, services or use of assets) to the other party In
axchange.

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

Maasurement

Revenue is measured al the fair value of the consideration received or receivable, net of trade discounts and volume
rebates.

Sale of goods

Ftwanuu from the sale of goods is recognised when all the following conditions have been satisfied:
the municipality has transfierred to the purchaser the significant risks and rewards of ownership of the goods;
the municipality retains neither conlinuing managerial involvemant lo the degree usually associated with
ownership nor effective control over the goods sold;

«  the amount of revenue can be measured ralably,

*+ it is probable that the economic banafits or sarvice potential associated with the fransaction will flow to the
municipality; and

+  the cosls incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the ocutcome of a transaction involving the rendering of services can be eslimated reliably, revenue associated
with the transaclion is recognised by reference lo the slage of completion of the transaction at the reporting date. Tha
u-muma of a fransaction can be eslimated reliably whan all the following conditions are satisfied:
the amount of revenue can be measurad ralably;
* il is probable thal the economic benefits or service potential associated with the transaction will flow to the
rmiumicipality;
the siage of completion of the transaclion at the reporting date can be measured reliably; and
the costs incurred for the transaction and the costs to complete the transaclion can be measured raliably.

When services are performed by an indeterminate number of acls over a specified time frame, revenue is recognised on
a straightdine basis over the specified time frame unless there is evidence that some cther mathod betiar represents the
stage of completion. When a specific act is much mare significant than any other acts, the recognition of revenue is
postponed uniil the significant act is executed.

When the oulcome of the transaction involving the rendering of services cannot be esfimated reliably, revenue is
recognised only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporling date, Slage of
completion is determined by services performed o date as a percentage of tolal services (o be performed.
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1.15 Revenua from non-exchange transactions

Revenue comprises gross Inflows of economic benefils or service polential received and recaivable by a municipality,
which represents an increase in net assets, other than increasaes relating to contributions from owners,

Conditions on transferred assels are stipulations that specify that the future economic benefils or service potential
embodied in the assel is required to be consumed by the recipient as specified or fulure aconomic benefils or service
potential must be retumed {o the transfaror,

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and
can exclude or otherwise regulate the access of others o thal benefil.

Fines are economic benefits or service polential received or receivable by enlities, as determined by a court or other law
enforcement body, as a consequence of the breach of laws of regulations,

Mon-gxchange transactions are ifransactions that are not exchange transactions. In a non-exchange fransaction, a
municipality either receives value from another municipality without directly giving approximately equal value in exchange,
or gives value lo another municipality without directly receiving approximately equal value in exchanga,

Restrictions on transferred assels are slipulations that limit or direct the purposes for which a transferred asset may be
used, but do not specify thal future economic benefits or service polential is required to be retumed to the transfaror if not

deployed as specified.

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

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

The taxable event is the event that the government, legislature or other authority has determined will be subject 1o
taxation.

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or

regulations, established to provide revenue to government, Taxes do not include fines or other penalties imposed for

breaches of the law.

Transfars are inflows of fulure sconomic benefits or service potential from non-exchange transactions, other than taxes,
1.16 Accounting by principals and agents

ldentification

An agent is an enlity that has been directed by another entity (a principal), through a binding arrangement, to undertake
transactions with third parties on baehall of the principal and for the benafit of the pancipal.

A principal is an enlity that directs another entity (an agent), through a binding arrangement, to underake transactions
with third parties on its bahalf and for its own banafit.

A prncipal-agent arangement results from a binding arrangement in which one enlity (an agent), underlakes transactions
wilh third parties on behalf, and for the bensfit of, another entity (the principal).

|dentifying whether an antity Is a principal or an agent
When the municipality iz party to a principal-agent arrangemeant, it assesses whether it is the principal or the agent in

accounting for revenue, expenses, assats and/or liabilities that result from transactions with third parties undertaken in
terms of the arangemant,

The assessment of whether a municipality is a principal or an agent requires the municipality o assess whether the
fransactions it undertakes with third parties ara for the banefit of another antity or for its own banafit.

209



Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025

Accounting Policies

1.16 Accounting by principals and agents {continued)

Binding arrangement

The municipality assesses whather it is an agent or a principal by assessing the rghts and obligations of the various
partias astablishad in the binding arangameant,

Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they acl as
a principal or an agent.

Assassing which antity benafits from the transactions with third partles

When the municipality in a principal-agent arrangement concludes that it undertakes transactions with third parties for
the benefit of another entity, then it is the agent. If the municipality concludes that it is not the agent, than it is the
principal in the transactions.

The municipality is an agant when, in relation 1o transactions with third parties, all three of the following criteria are

prasant:

+ |t does not have the power lo determine the significant terms and condilions of the transaction.

*  Itdoes not have the ability to use all, or substantially all, of the resources that result from the transaction for its
own benefit.

+  Itis not exposed to variability in the results of the transaction.

Where the municipality has been granted specific powers in terms of legislation to direct the terms and conditions of
particular transactions, it is nol required to consider the critenia of whether it does not have the power to determine the
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgemant in
delermining whether such powers exist and whether Iney are relevant in assessing whether the municipality is an
agenl.

Recognition

The municipality, as a principal, recognises revenue and expenses that arise from transactions wilth third parties in a
principal-agent arrangement in accordance with the requirements of the relevant Standards of GRAP,

The municipality, a8 an agent, recognizaes only that portion of the revenue and expenses il receives or incurs in
execuling the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of
GRAP,

The municipality recognises assets and Habiliies arising from principal-agent arrangements in accordance with the
requirements of the relevanl Standards of GRAP.

1.1T7 Comparative figures

1.18

Where necessary, comparative figures have besn reclassified to conform to changes in presentation in the current year

When the presentation or classification of items in the financial statements are amended, prior pericd comparative
amounts are reslated, unless a standard of GRAP doas not raquira the restatemant of comparative infarmation. The
nature and reason for the reclassification is disclosed. Whers material accounting errors have been identified in the
current year, the corection is made retrospectively as far as praclicable, and the prior year comparaiives are restated
accordingly. Where there has been a change in accounting policy in the current year, the adjustment is made
refrospectively as far as practicable, and the priar year comparatives are restated accordingly.

Unauthorised axpenditure

Unauthorisad expanditure means:

. overspending of a vote or a main division within a vole; and

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

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

Fruilless expenditure means expenditure which was mada in vain and would have baen avoided had reasonabla care
bean exercised,

All expenditure relating to fruitless and wasteful expenditure is recognised as an axpanse in the staternent of financial
performance in the vear that the axpenditure was incurred. The expenditure is classilied in accordance with the nature of
the expense, and where recovered, it is subsequenily accounted for as revenue in the statement of financial
performance.

1.20 irregular expenditure

1.21

Irregular expenditure is expenditure that is confrary to the Municipal Finance Management Act (Act No.56 of 2003), the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention
of the economic enlity's supply chain management policy.

Irregular expenditure is accountad for in line with all relating requirements, including, but not limited to, ruling Legislation,
Regulations, Frameworks, Circulars, Instruction Notes, Praclice Notes, Guidelines eic (as applicabla).

Segment Information

A segment is an activity of an enfity:
thal generates econcmic benefits or service potential (including economic benefits or service potential relating to
transactions between activities of the same enlity);

. whose resulls are regulary reviewed by management to make decisions aboul resources lo be allocated to that
activity and in assessing its performance; and

. for which separate financial informaltion is available,

Reportable segments are the actual segments which are reported on in the segment report. They are the segments
identified above or altematively an aggregation of two or more of those segments where the aggregation criteria are met.

Infiormation reported about these segmaentsis used by management as a basis for evaluating the segments' performances
and for making decisions about the allocation of resources. The disclosure of information about these segmenis is also
considerad appropriale for external reporiing purposes.

Measurement

The amount of each segment item raportad is the maasura reported to management for the purposes of making decisions
about allocating resources to the segment and assessing its performance. Adjustments and eliminations made in
preparing the enlity’s financial stalements and allocations of revenues and expenses are included in datermining repored
segment surplus or deficit only if they are included in the measure of the segment's surplus or deficit that is used by
managemeani. Similarly, only those assets and liabiliies that are included in the measures of the segment's assets and
segment’s liabililies thal are used by management are reported for that segment. If amounts are allocated to repored
segment surplus or deficit, assets or liabilities, those amounts are allocated on a reasonable basis.

Aggregated sagmants

Tha municipality operates in the Eastern Cape Province in two towns. Segments were aggregated on the basis of
services delivered as management considered that the economic characleristics of the segments throughout Sakhisizwe
Local Municipality were sufficiently similar to warrant aggregation.

Types of goods and/or services by segment

These reportable segments as well as the goods andfor services for each segment are set out below:
Segment 1 - Community and public safety

Segmant 2 - Planning and development

Segment 3 - Road transport

Segment 4 - Wasle management

Segment 5 - Energy sources
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1.22 Budget information

Municipality are typically subject lo budgetary limits in the form of appropriations or budget authorisations (or equivatent),
which is given effect through authorising legislation, appropriation or similar.

Genaral purpoge financial reporting by municipality shall provide information on whathar resources were oblained and
used in accordance with the legally adopled budget.

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

The approved budget covers the fiscal period from 202407101 to 2025/06/30.
Tha budgat for the economic entity includes all the enlities approved budgels under its conlrol.

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

Explanalions for differences between the approved and final budget are included in the Statements of Comparison of
Budget and Actual Amounts for all differences exceeding 10% or R1'000'000.

The presentation of budget information is prepared in accordance with GRAP 24 and based on the Municipal Budgel and
Reporting Regulalions formal. The disclosure of comparative information in respect of the previous period is not required
in tarms of GRAP 24,

1.23 Related partiea

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

Control is the power to govemn the financial and operating policies of an enlity so as to oblain benefils from its activities,

Joint control s the agreed sharing of control over an activity by a binding arangement, and exists only when the strategic
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (tha
Veniurars),

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

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

Management are lhose persons responsible for planning, directing and controlling the activiies of the municipality,
including those charged with the govemance of the municipality in accordance with legislation, in instances where they
are reguired 1o peform such functions,

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

The municipality is exemnpt from disclosure requirements in relation to related party transactions if that transaction occurs
within normal supplier andfor clientrecipient relationships on terms and conditions no more or lass favourabla than those
which it is reasonable lo expec! the municipality to have adopted if dealing with that individual enlity or person in the same
circumstances and terms and conditions are within the nomal oparating parameters established by that reporting entity's
legal mandate.

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses namative

information about the nature of the transaclions and the related oulstanding balances, to enable users of the entity's
financial statemenis to understand the affect of related party transactions on its annual financial statemants.
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1.23 Related parties {continued)

Remuneration of management includes remuneration derived for services provided to the Municipality in their capacity as
members of the management team or employees. Benefits derived directly or indirectly from the Municipality for services
in any capacity other than as an employee or a member of management do not meet the definition of remuneration,
Remuneration of managemant excludes any consideralion provided solely as a reimbursement for expenditure Incurmed
by those persons for the benafit of the Municipality.

The Municipality operates in an economic environment currently dominated by entities directly or indirectly cwned by the
South African governmentl. As a result of the Constitutional independence of all three spheres of government in South
Africa, only parties within the same sphere of govermment will be considered to be related parties. Only transactions with
such parties which are not at arm's length and not on normal commercial terms are disclosed.

1.24 Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, thal occur between the reporting date

and the date whan the financial statemants are authorised for issua. Two types of avents can be identifiad:

*  those that provide evidence of conditions that existed al the reporting date (adjusting events after the reporting date);
and

. those that are indicative of conditions that arose after the reporting dale (non-adjusting events afier the reporting
date).

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

The municipality will disclose the nature of the svent and an estimate of its financial effect or a statement that such
eslimate cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the
economic decisions of users taken on the basis of the financial statemenis.

1.25 Unspant conditional government grants and receipts

Conditional government grants are subject o specific conditions. If these specific conditions are not met, the monies
received are repayable.

Unspent condilional grants are financial liabilities that are separately reflected on the Statemant of Financial Position.
They represent unspent govemment grants, subsidies and contributions from government organs.

This Eability always has to be cash-backed. The following provisions are set for the creation and utilisation of this credilor:

. Unspant conditional grants are recognised as a liability when the grant is received.

*«  When grant conditions are met an amount equal to the conditions met are transfarred to revenue in the Statement of
Financial Performanca.

*  The cash which backs up the creditor is invested as individual invesiment or part of the general investmenis of the
Municipality until it is ulilised.

. Interest eamed on the investment is treated in accordance with grant canditions. If it is payable to the funder it is
recorded as part of the craditor. If it is the Municipality’s inlerest, it is recognised as interest eamed in the Staternent
of Financial Performance
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1.26 Exponditure

Expenses are decreases in economic bonafils or service polantial during the reporting period in the form of outflows or
consumption of assels or incumence of liabilities that result in decreases in net assais.

An expensa is recognised in the municipality's Statement of Financial Performance when, and only when, the following

criteria are satisfied:

*  The cost or value may involve estimation. Where an itern possesses the essential characteristics of an expense but
fails to mast the criteria for recognition it is disclosad in the note; and

= All expenditure has been deall with in terms of the above definition and recegnition critera,

Where an outflow of economic benefits does nol result in future benefits, it Is disclosed as fruilless and wasteful
expenditure.The point at which an expense iz recognized iz depandant on the nature of the fransactisn or othar evant that
gives rise fo the expense. Where fulure economic benefits are consumed immediately or scon after acquisition, for
example, repairs and mainlenance expenditure, bulk purchases and general expenses, the expense is racognisad in tha
reporting pericd in which the acquisilion of the future economic benefil occurs. Where future economic benefils are
expecied (o be consumed over several reporting periods &.0. non-curent assets, axpenses (depraciation) is allocated
systematically to the reporting perod during which the future economic benefits are expected to be consumed: where
expenditure produces no future economic benefils e.9. fines pald, an expense is recognised immediately; and where a
liability is incurred withou! the recognilion of an assel an expense s recognised simultaneously with the recognition of the
liability.

Genaerally, expenses are accounted for on an accrual basis at fair value. Under the accrual basis of accounting expenses
are recognised whan incurred usually when goods are received o services are consumad. This may not be whan the
goods or services are actually paid for. Fair value is the amount for which an asset could be exchanged or a liability
settled batween knowledgeable willing parties in an am's length transaction.

Major axpenses include:;

. Repairs and maintenance - inclusive of repairs and maintenance to buildings, infrastruciure assets, motor vehicles
and sports and recreational facilities;

*  Bulk purchases - axpenditura on the procurement of bulk alectricity;

+  Contracted services - included are debt collection costs, deta cleansing costs, service level agresment costs,
praparty valuation roll and asset ragister verification costs, software support costs and security services cosls.

«  General expenseas which constitute several expense items which are nal individually significant.

«  Employes cost - relating 10 cost associalad with employea contracts.

. Depreciation - Cost associated with the amortisation of property, plant and equipment.
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Figures in Rand

2024

21

Mew standards and interpretations

Standards and interpretations issued, but not yet effective

GRAFP 25 (as revised 2021): Employes Benefils
GRAP 104 (amanded): Financial Instruments

GRAFP 105 Transfer of functions betwaen Enlities under

commgn control

GRAP 106:; Transfer of functions bebtween entities nol

under comman cantrol
GRAP 107: Mergers

GRAP 2023 Improvemants to the Standards of GRAP 2023

GRAF 1 (amended). Presentation of Financial Stalemenis

{Going Concem)

GRAP 103 (as revised): Heritage Assets

iGRAP 22 Foreign Currency Transactions and Advance

Consideration

GRAP 104 (as revised): Financial Instrumeants

Recelvables from exchange transactions

Gross balances
Electricity
Refuse

Wm

Refuse

Sty

Refuss

Eun‘nnl {% -30 days)

31 - 60 days
61 - 90 days
91 - 120 days

Effactive date:
Years baginning on or

aftor
April 1, 2025
01 April 2025

dale 1o ba determined by

the Minister of Finance

date lo be determined by

the Minister of Finance

date to be determined by

Ihe Minister of Finance
01 April 2089

01 April 2089
01 April 2099
01 April 2025
01 April 2025

The municipality has not applied the following standards and interpretations, which have bean published and are
mandatory for the municipality's accounting pariods beginning on or after 01 July 2025 or later periods:

Standard/ Interpretation;

Expectad impact:

Linlikely there will be a

matarial impact

Unlikely thare will ba a

matenal impact

Unlikely there will be a
material impact
Unlikely there will be a
material impact
Linlikety there will ba a

matarial

impact

Linlikely thara will be a

matarial i

Uinlikely thare will be a
material impact
Uinlikeky there will be a

material

Linlikely thare will be a
material impact
Linlikehy thare will be a

matarial impact

19 061 867
90 813 624

19632 556
77250719

109 BT5 495

96 883 275

{11 739 299)
(77 349 910)

(10 958 530)
(65 633 802)

{89 089 209)

(76 592 492)

T 322 568
134683 718

8 673 966
11 616 817

20 TBG 286

20 290 783

2176 295
§73914
229 307

@ 290 704

726 B23
363 088
176 822
7407 133

9270 222

8 673 966
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Figures in Rand

2025 2024

2.1

New standards and Interpretations
Standards and interpretations issued, but not yet effective

GRAP 25 (as revised 2021); Employes Benefils
GRAP 104 (amended): Financial Instruments

GRAP 105 Transfer of functions batween Entities under

commaon controd

GRAP 106: Transfer of functions betweean antifies nol

under common control
GRAP 107 Mergers

GRAP 2023 Improvemants to the Standards of GRAP 2023

GRAP 1 (amended); Presentation of Financial Statements

{Going Concem)

GRAP 103 (as revised): Heritage Assets

iGRAP 22 Foreign Currency Transactions and Advance

Consideration

GRAP 104 (as revised): Financial Instrumants

Reacelvables from exchange transactions

Gross balances
Electricity
Refuse

Wmﬂm

Refuse

Eacriy

Refusa

Eurmnl {g -30 days)

31 - 60 days
61 - 90 days
91 - 120 days

Effective date:
IEII baginning on ar

after
April 1, 2025
01 April 2025

dale to be determined by

the Minister of Finance

date lo be determined by

the Minister of Finance

dale lo be determined by

Ihe Minister of Finance
01 April 2099

01 April 2099
01 April 2099
01 April 2025
01 April 2025

The municipality has not applied the following standards and interpretations, which have been published and are
mandatory for the municipality's accounting paricds beginning on or after 01 July 2025 or later periods:

Standard/ Interpretation:

Expected impact:

Linlikely thers will be a
material impact
Unlikely there wil be a
matenal impact
Linlikely thare will be a
materal impact

Unlikely thers will be a
material impact
Unlikety thers will be a
malarial impact
Unlikely thara will be a

matarial i

Unlikely thare will ba a
materal impact
Unlikely there will be a

malarial

Unlikely thare will be a
material impact
Unlikehy thare will be a

matarial impact

19 061 867
90 813 628

19632 556
Tr 250719

109 875 435

96 883 275

{11 739 299)
(77 349 910)

{10 958 590)
(65 633 902)

(89 085 208)

(76 502 492)

T 322 568
13483 718

8 673 966
11 616 817

20 TO6 286

20 290 783

2176 295
§7T3914
220 307

& 290 706

726 B23
363 088
176 922
T 407 133

9270 22

8 673 966
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3

Recelvables from exchange transactions (continued)

\
Current (0 -30 days) 257 670 134 383
31 - 60 days 232 092 130 500
61 - 90 days 208 344 117 704
91 - 120 days 12765612 11234 230

13 463 T18 11 616 817

Ra | al r

Balance al baginning of the year (76 592 493} (76 143 659)

Confributions to allowance {12 496 T16) (448 834)
{89 089 209) (76 592 493)

Statutory recelvable

Consumear debtors - Rates 16 756 156 14 118 018

tatud ablos i L 1 i oI = nge transactions above are as follows:
Rales gross 90336908 7B 363 582
Less: Allowance for doubtiul dabis (73 581 ?'52} (64 245 570)

16755156 14118019

Rates: Ageing above are as follows.
Current (0-30 days 37T 544 173 438
30 - 60 days 155 612 1056 217
60 - 80 days 173 501 86 826
+ 90 days 16048 499 13742538
16 755 156 14 118 019
Total recelvables from non-axchange transactions 16755156 14 433 286
Statutory receivable pledged as security

The municipality did not pledge any of its statutory receivables as security for borrowing purposes.

Rates are billed based monthly. No interest is charged on rates accounts untl
the end of the following menth. Thereafler interest is charged at a rate delermined by Council on the cutstanding balance.
Tha municipality did not pledge any of its statulery receivables as security for borrowing purposes.

In determining the recoverability of statutory receivables, the municipality considers any change in the credit quality of the
raceivable from the dale credit was initially granted up to the reporting date. The concentration of credit risk is imited due
to the customer base being spread over a large number of consumers in the Eliot and Cala geographical area.
Accordingly, management believe that thare iz no furthar credit provision required in excess of the allowance far
impairmant,

Other Racelvables

Proparty Rental 601 793 370 214
Other receivables 2 TO2 Baa 4 T40 146
Allowance for impairment - other receivables - {4 500 000)

3 304 637 610 360
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5.  Other Receivables (continued)
Wﬂﬂﬂﬂ
ant (0 - 30 days) 2093 215 070
30 - 60 days 1069 -
60 - 90 days 1069 .
+30 days 3 300 408 304 B04
3 304 637 609 874
Total recelvables from exchange transactions 3 304 637 610 380

There were no Trade and other receivables pledged as security.

Consumer débtors are payable within 30 days. This credit period granted is considered to be consistent with the tarms
used in the public sector, through established practices and legislation. Discounting of trade and other receivables on
Initial recognition is nol deemed nacassary.

Opening balance 4 500 000 4 500 000

Pravision for impaimant (4 500 000) -
- 4 500 000

Vat input Accual

Input Vat Accrual 18454M 1034 678

Vat input accrual represents the inpul recognised on creditors and retensions due al the reporting dale.
VAT Recelvable
al Claimable from SARS 2472170 2524 496

VAT is a statulory receivable. The municipality pays Value Added Tax (VAT) to South African Revenue Service on a
payment basis in accordance with section 15(Z)(a) of the Value-Added Tax Act (Act No B9 of 1991),

Val receivable from SARS al year end is made up of VAT receivable from oulstanding refums as at the and of the
reporting data.

SARS always refunding the municipality on within 30 days of submission of the return as such the outstanding balance at
year end was not impaired.

Cash and cash eguivalents
Cash and cash equivalents consist of.

Bank balances 10 206 340 434 974
Short-term deposits 45111 804 51 489 203

55 318 144 51924 177
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8. Cash and cash equivalents (continued)
The municipality had the following bank accounts
Account number/ Bank statement balances Cash book balances
description
30 June 2025 30 June 2024 30 June 2023 30 June 2025 30 June 2024 30 June 2023
First National Bank 10 204 353 420 817 3400 212 10 208 766 434 974 3399 764
Primary Bank Account
6207-652-3135
First National Bank 23685 24 428 3533978 23685 24 428 3533978
MIG 6207-657-7091
First National Bank 2113195 1026 374 - 2113195 1026 374 -
Elliot Housing
6207-745-0056
First National bank 18 401 511 5 194 229 2649 128 18 401 511 5194 229 2649 128
Extension 15
6207-740-8203
First National Bank 6300705 38526874 3 940 000 6300705 38526874 3 940 000
Extension 13814
B8207-745-1278
First National Bank 680 2126 185 479 680 2126 185 479
DME
6220-960-0776
First National Bank 15816 629 4 684 632 3 004 932 15816 629 4 684 632 3004 832
Operating Call Account
6216-534-1843
First National Bank 640 66 004 3433 B840 66 004 668
Business NSTD Call
6280-822-2822
First National Bank- 26 1654 410 26 1654 410
62910526914
First National Bank 2457 392 1977 637 1435570 2457 392 1 962 882 1438 783
62935973968
Total 55318 816 51924775 18 153 142 55321229 51924177 18 153 142
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9. Investment property

Investmant property

ciliation of investmant - 2025

Imvestment property

No Investment Properties were pledged as security:

2025 2024
Cost/ Accumulated Carrying value Cost/ Accumulaled Carrying value
Valuation  depreciation Valuation  depreciation
and and
accumulated accumulated
impairment impairment
15012287  (1510233) 13502054 15012267  (1391991) 136202%
Opening  Depreciation Total
balance
13 620 296 {118242) 13502054
Opening Depreciation Total
balance
13 738 540 (118244) 1362029
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9.

Investment property (continuad)

Thara & no Investment Property which is in the process of being construcled or developed.
There is no Invesimeant Property that is taking a significantly longer period of time to complate than axpacted.
There is no Investment Property where construction or development has been halted.

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
ingpaction al the registered office of the municipality.

There are no restrictions on the realisability of Investment Property or the remittance of revenue and proceeds.

There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or
enhancements.

The market value of Investment Proparties are significantly different from their cost disclosed. |1 is the policy of the
municipality to disclose investment Proparty on the cost basis, therafore these propertios were not revaluad to their
relevant market values.

Rnnhl ravVanue frmlmu‘lrmnt pmperty 339 587 540 851
Refer to note 19

335 587 640 851
Datails of property

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registarad office of the municipality.

Restrictions on the realizability of investment property or the remittance of revenue and procesds of disposal are as
follows:

Contractual obligations o purchase, construct or develop investment property or for repairs, mainlenance or
anhancemants is as follows:

In the exceplional cases when the municipality has to measure investment property using the cost model in the Standard
of GRAP on Property, Plant and Equipment when the municipality subsequently uses the fair value measurement,
dlmﬂm& the following:

a dascription of the investmeant property,
. an axplanation of why fair value cannot be detarmined raliably,
= if possible, the range of estimates within which fair value is highly likely to lie, and
. an disposal of investmeant property not carmied at fair value:

= the fact that the entity has disposed of investment property nol carried at fair value,

- the carrying amount of that invesiment property al the time of sale, and

- the amount of gain or loss recognised.
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10. Property, plant and equipment

Land

Buildings

Plant and machinery
Fumiture and fixtures
Motor vehicles

IT equipment
Infrastructure
Community

Total

2025 2024
Cost/ Accumulated  Camying value Cost/ Accumulated Carrying value
Valuation  depreciation Valuation  depreciation
and and
accumulated accumulated
impairment impaiment
20876 654 - 20876654 20876654 - 20876654
5660497  (2455017) 3205480 5660497 (2260935 3309562
2743523  (1246006) 1497517 9677758  (8017918) 1659841
1954604  (1532655) 421949 1700861  (1447300) 262561
7203702 (5261079) 1942623 11303052 (9124706) 2178346
2977831 (1946776) 1031155 2695188  (1644127) 1051061
350504 055 (139518635) 210985420 274760556 (116411982) 158 348574
63864701 (11475004) 52389697 57659149  (9650958) 48008191
455785667 (163435172) 292350495 384342716 (148557926) 235784790
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10. Property, plant and equipment (¢continued)
Reconciliation of property, plant and equipment - 2025

Opening Additions Disposals Transfers Transfers  Other changes, Depreciation  Impairment Total
balance received movements loss
Land 20 876 654 - - - - - - 20876654
Buildings 3399 562 - - - - - (194 082) - 3205480
Plant and machinery 1659 841 75347 (12 775) - - - (224 896) - 1497 517
Furniture and fixiuras 262 561 213762 (1 326) - - - (53 048) - 421 949
Motor vehicles 2178 M6 900 435 (435 186) B - - (700 972) - 1942 623
IT equipment 1051 061 282743 - - - - (302 649) - 1031155
Infrastructure 158 348574 7T 107 768 - 39465431 (39465431) (1364269) (6592062) (16514 591) 210985420
Community 48 008 191 9055 340 (2 849 788) - - - (1824 046) - 52389697
235784790 BT 635395 (3299075) 39465431 (39465431) (1364269) (9891755) (16514 531) 292350495
Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025
Notes to the Annual Financial Statements
Figures in Rand
10. Property, plant and equipment {continued)
R ciliation of nt and equipment - 202
Opening Additions. Disposals Transfers Transfers  Other changes, Depreciation  Impaimment Total
balance received movements loss
Land 20 876 654 - - - - - - - 20876654
Buildings 3593644 - - - - - (194 082) - 3399 562
Plant and machinery 1763 540 292 068 - - - (271 920) (123 847) 1659 841
Furniture and fixtures 298 618 17737 - - - - (53 019) (775) 262 561
Motor vehicles 2347129 804 400 (152 088) - - - (595 999) (225 096) 2178 346
IT equipment 907 428 366 942 - - - . (196 871) (26 438) 1051 061
Infrastructure 156 246 797 25471 001 - 14302437  (14302437) (1409800) (5935159) (16024 265) 158 348 574
Community 46 732 585 3051508 - 3461225 (3461 225) = {1775%03) - 48008191
232766395 30 003 657 (152088) 17763 (17763662) (1409800) (9 022953) (16400421) 235784 730
as secuy

Mo assets were pledged as security.

Land Occupied

Land disclosed above includes land that was occupied by unregistered or illigal individuals. The municipality did not write

off the land as they still have control of the asset.
Other information

of time to complete than expected

Roads (Delays are mainly due to heavy rains and cashflow challenges
experienced by contractors and termination letter had been issued)
Community Assels (Delays are mainly due to heavy rains and cashflow
challenges experienced by contractors)

157689 411 15789411
1928 241 1929 241
17718652 17718652
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10. Proparty, plant and equipment {continued)
Reconciliation of Work<n-Prograss 2025
Included within Included within Total
Infrastructure  Community
Opening balance 36 983 100 2965054 399468 154
Additions/capital expenditure 76 825 536 9055 330 85 BBO 8BTS
Transferred to completed items {39 465 431) - (39 465 431)
74343205 12020 393 86 363 598
Included within Included within Total
) Infrastructure  Community
Opening balance 25814 536 33T4TET 29189303
Additions/capital expenditure 25471001 4051512 28522513
Transferred to completed items (14 302 437) (3 461 225) (17 763 662)
36 983 100 2 965 054 39 948 154
Conlracted services 4 080 420 G 240 119

A register containing the information required by section 83 of the Municipal Finance Management Act is available lor

inspaction at the registerad office of the municipality.
11. Payables from axchange transactions

Trade payables

Debtors with credit balances

Accruad leave pay

Accrued bonus

Retentions

Incoma receivad in advance (IMEF)

Hall and dam deposits
Mher payables

12. Consumer deposits
Elactricity
Mo guarantees ars held in lisu of Electricity Depasits.
The fair value of consumer deposits approximate their carrying value,
13. Employee benafit obligations
Dafinad banafit plan

1 764 500 2651521
1 369 T06 1679604
5232 s 4781 116
1074 859 1080 328
12 513 BOT T 148 347
BRO a

24 157 21213
425 289 582473
22 405 81 17 944 602
73382 73382

Interest is not paid on these amounts.
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13. Employes benefit obligations (continuad}

Non-current fiabilities (3264 073) (3 337 073)
Current liabilites {650 000) {350 000}

{3814 073) (3 687 073)

Long Service Awards Liability

A long-service award is granted to municipal employees after the completion of fixed perods of continuous service with
the municipality. The lability represents an estimation of the awards to which eamployees in the service af the municipality
may become antitled to in the future, based on an actuanal valuation parformed.

The most recent actuarial valuation of plan assets and the present value of the defined cbligation were carried out at 30
June 2025 by ZAC Consultants and Actuanes. s members are Fellow of the Actuanal Society of South Africa. The
prasent value of the defined benefit obligation, and the related current service cost and past service cost, were measured
using the projected unit credil method.

Al 31 June 2025, 126 (2024: 125) employeas were eligible for long-service awards.

Long Service award obligation

Opening balance 2 625 000 2310138
Currant Service cost 321 000 261 659
Interest cost 283 000 223 197
Benefits paid (199 000) (284 166)
Acturial losses/{gains) {183 000) 114 172

2 84T 000 2 625000
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13. Employess benafit obligations (continuad)

Key assumptions used
Assumplions used al the reporting date:

Discount rales used 813 % 10,70 %
Expected increase in salaries 5,00 % 6,79 %
CPl 4,00 % 578 %
Met Discount Rate 3,83 % 3,66 %

The basis used 1o determine the overall expected rate of refurn on assets is as follow:

Discount rale

GRAP25 defines the determination of the investment retumn assumplion to be used as the rate that can be determined by
reference to market yields (at the balance sheet date) cn government bonds. The currency and term of the govermment
bonds should be consistent with the currency and esfimated term of the obligationed.

The nominal and real 2em curves as at 30 June 2025 supplied by the JSE to determine the discounted rates and CPI
assumplions al each relevant time pariod was used. For axample, a liability which pays out in 1 year will be discounted al
a differant rate than a linbility which pays out in 30 years.

Although the yield curve was used for the discount rates and cormesponding inflation rates, for indicative purposes it show
the discount rate and CPI that corresponds to the implied duration of the liability. The implied duration of the liability for
this valuation is 5.74 years. It is howaver imporiant to note that this is solely for indicative purposas as the entire yield
curve was used to oblain the financial variablas,

Mormal Salary Inflation Rate

The underying future rale of consumer price index inflation (CPIinflation) was derived from the relationship between the
(yield curve based) Conventional Bond Rate lor each relevant time pericd and the (yield curve based) inflation-inked
Band rate for each relevant time paricd. The assumed rate of salary inflation was set as the assumed value of CPI plus
1%. The salanes used in the valuation include an assumed increase on 01 July 2025 of 5.01%.

Maormal Relirement Age

Tha normal retirement age (NRA) for all active employees was assumed to ba B5 years
Mortality Rates

Muorality bafore retirement has been based on the SA 85-90 mortality tables. These are the most
commonly used tables in the indusiry.

Other assumptions

The demographic and decrement assumptions were consistent in the previous and current valuation period, and are as
fellows:

Mormal relirement age (years) &5 65
Average retirement age (years) B2 g2
Morality SAB5-80 SAB5-50

Assumed discount rate have a significant effect on the amounts recognised in surplus or deficil. A one percenlage point
change in assumed discount rate would have the following effects:
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13. Employee benefit obligations (continued)
Post Employment Medical Subsidy

The municipality provides certain post-retirement health care benefits by funding the medical aid contributions of
qualifying retired employees of the municipality. According to the rules of the medical aid funds, with which the
municipality is associated, a member (who is on the current conditions of service) is entitled to remain a continued
member of such medical aid fund on retirement. The municipality is thus llable for a certain portion of the medical aid
membership fee. The municipality operates an unfunded defined benefit plan for these qualifying employees. No other
post-retirement benefits are provided to these employees.

The most recent actuarial valuation of plan assels and the present value of the defined obligation were carried out at 30
June 2025 by ZAQ Consullants and Actuaries. Its members are Fellow of the Actuarial Society of South Africa. The
present value of the defined benefit obligation, and the related current service cost and past service cos!, were measured
using the projected unit credit method.

At 31 June 2025, 2 (2024: 2) employees were eligible for to receive post employment medical aid subsidies from the
Municipality,

Opening balance 1 062 000 1169 423
Current service cost - -
Interest cost 113 000 127 795
Benefits paid (128 00Q) (118 000)
Acluarial Loss/(Gain) 20 000 (117 218)

1 067 000 1062 000

Key assumptions used

Discount rates used 9.83% 11,28%
Expected increase in salaries 4,49% 7,84%
CPI 5,99% 5,84%
Net Discount Rate 3.62% 3.67%

The basis used to determine the overall expected rate of retum on assets is as follow:

Discount rate

GRAP 25 defines the determination of the Discount rate assumption to be used as follows:

The discount rate that reflects the time value of money is best approximated by reference to market yields at the
reporting date on government bonds. Where there is no deep marketl in govemment bonds with a sufficiently long
maturity to maich the estimated maturity of all the benefit payments, an entity uses cumrent market rates of the
appropriate term to discount shorter term payments and estimates the discount rate for longer maturities by extrapolating
current markel rates along the yield curve.

The nominal and real zero curves as at 30 June 2025 supplied by the JSE to determine our discount rates and CPi
assumptions at each relevant time period. For example, a lability which pays out in 1 year will be discounted at a
different rate than a lability which pays out in 30 years.

Although the yield curve was used for our discount rates and our corresponding inflation rates, for indicative purposes we
show the discount rate and CPI that corresponds to the implied duration of our liability. The implied duration of the liability
for this valuation is 7,28 years. It is however important to note that this is solely for indicative purposes as we use the
entire yisld curve (o obtain our financial variables.

Medical Aid Inflation
The Medical Aid Contribution Inflation rate was set with reference to the past relationship between the (yield curve based)

Discount Rate for each relevant time period and the (yield curve based) Medical Aid Contribution Inflation for each
relavant time period.
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13.

14,

Employee bensfit obligations (continued)

South Africa has experienced high health care cost inflation in recent years. The annualised compound rates of increase
for the last ten years show that registered medical aid schemes contribution inflation outstripped general CPI by almost
3% year on year. We do not consider these increases to be sustainable and have assumed that medical aid contribution
increases would out strip general inflation by 1,5% per annum over the foreseeable future.

Average Retirement Age

he average retirement age for all active employees was assumed to be 63 years. This assumption implicitly allows for ill-
health and eary retirements.

Normal Retirement Age

The normal retirement age (NRA) for ail active employees was assumed to be 65 years.

Mortality Rates

Mortality before retirement has been based on the SA 85-90 mortality tables. These are the most commonly used lables

in the industry. Mortality post-employment (for pensioners) has been based on the PA (90)-1 ultimate mortality tables.
No explicit assumption was made about additional mortality or health care costs due to AIDS.

Unspent conditional grants and receipts

un r nt 5807486 36882038
EPWP (1) (1)
Environmental Affairs: Wattle Removal (10) (10)

5807 475 36882027

See note 24 for reconciliation of grants received,
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15. Provisions
n i -
Opening Interest cost ~ Change in Total
Balance eslimale
Enwironmantal rehabilitation 28539018 3 949 801 (1364 269) 31124 550
| | =
Opaning Interest cost ~ Change in Total
Balance astimate
Environmental rehabilitation 26 206 526 742292  (140%800) 28539018

The municipality has an obligation to rehabiliate the landfil sites of Carla and Elliot Landfil Sites.

The environmental rehabilitation provision represents the estimated costs to rehabilitate and close existing waste landfil
sites. The provision is recognised al the present value of the expendilure expected to seftle the obligation. The valuation
of the landfill site provision was done by ZAQ Consultants and Actuaries who are independent statulory acluarial valuer
and the professional valuator with extensive experience and expertise relevant for this type of work. The future value of
tha rehabilitation of landfill sites obligation was calculated by inflating the non-current cost to an

astimated future cost which is then discounted to presant value.

Where the effect of the time value of money is material, the amount of a provision shall be the present value of the
expenditures expected to be required to settle the obligation.

Because of the time value of money, provisions relating to cash outflows that arise soon afler the reporting date are more
onerous than those where cash outfiows of the same amount arise later. Provisions are therefore discounted, where the
effect is materialsatila tha obligation.

The eslimated years to rehabilitation is 2024: 17 years (2023; 18 years).

Key Assumptions
Elliot and Cala Landfill Site

The following assumptions were used in the financial calculations for closure and post closure:

For caleulating the inflation on professional services, the “Consumer Price Index — P0141, spacifically Table B2 - CPI
headline year-on-year rates” was used. The price adjustment from June 2024 to June 2025 is 5,1%,;

The ramaining site iife and inflation rate iz based on South African Governmant Bonds Yield curves;

The estimates differ from thal of the previous year since the areas to be rehabilitated were inlerpreled differantly and the
rates used differ significantly from that of the previous year's report. Hence the previous year's values wers restated.

Below are the rates used for the periods below;

Assumptions 30 June 2025 30 June 2024
Discount rate (D) 12.69% 13.84% 14,28%
Caonsumer price inflation (C) 7.16% 8.21% 8,72%

(Bond yield curves)
CPI (Stats SA, Jun - Jun 3.00% 510% 5,40%
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16. Revenusa
Service charges 29 251 554 26 660 578
Construction confracts 4 468 974 10 502 499
Other income 3424 TEG 3 366 042
Interest received - investmant 13 300 741 T 338 200
Property rates 9 491 493 T 617 582
Interest from non-exchange receivables 5956 078 5435 144
Govermmaent grants & subsidies 192 923724 125517 668
Finas, Penalties and Foreits 58 350 53 550
258 BTS 673 186 492 263
The amount included in revenus arising from exchanges of goods or
gurma bﬁugas 29 251554 26 660 578
Construction contracts 4 468 974 10 502 489
Oiher income 3424 758 3 366 042
Interest racaived - invesiment 13 300 T4 T 339 200
50 446 028 47 B6S M9
included in revenus from non-excha I
as follows:
;mpmy rates 9 491 493 7 617 582
Interast from non-axchange receivables 5 856 078 5435 144
E\rﬂmmunt grants & subsidies 192 823 724 125517 668
Fines, Penailties and Foreits o8 350 53 550
208 429 645 138 623 944
17. Service chargas
Sale of electricity 20479425 18014 589
Solid wasle 7443781 9 638 961
Free basic services/rebates 828 348 (982 952)
29 251 554 26 660 578
18. Fines, Penaltles and Forfeits
Court Traffic Fines 58 32D 53 550
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19. Construction Contracts

Construction conlracls revenue 4 458 974 10 502 439
I rated National Elactri n

ﬁ'renlnn balance Imumemm% in advance ﬂhﬁghnmﬁmr 2126 330 952
Current year recaipts 5 140 000 12 080 000
Condiions mel - transferred to revenue (4 468 974) (10 S02 499)
Wat Quiput (670 348) (1575 375)
Other - rollover application denied transferred lo equitable share (2 128) {330 952)
Income recelved In advance (refer to note 11) 680 2126

Intergraled National Electrification Programma (INEP) 410 609 1019901

Methods used to detarmine the contract revenue recognised in the perod

The Department of Energy provides funds to the municipality for the implementation of the Integrated Mational
Elecirification programmea which is aimed at reducing electrification backlogs in residential and informal setflaments.

During the year construction revenue of R4 468 974 (2024: R10 502 499 was recognised by refarence o the stage of
ompletion method at reporting date.

Methods used o determine the slage of completion of contracts in progress

The propotion that contract casts incurred for work performed to date bear to the estimated total contract costs.

Consiruction contract costs
Rural electrification projects in lerms of INEP 4 468 974 10 502 673
Opening Aggregate  Aggregate Recognisedin
balance revanue costs surplus/deficit
date 2025
INEP electrification projects - 4 468 974 {4 468 974) =
t nised Opening Aggregate Aggregate Recognisedin
surpluses to balance revenue costs  surplusideficit
date 2024
INEP alacirification projects - 10 502 673 (10 502 673) -
20. Other income
Traffic department income 2 287 096 2023 008
Rates Claarance Certificates 30 584 26 540
Sale of goods and rendering of services 301 893 295 118
Rental Income 339 587 640 851
Electricity: Connection & re-connaction fees 551 =
Commission on collection 68 473 55 947
Trading licences 109 874 TE 121
Insurance Refund 280 ™ 248 417

3424 759 3 166 042
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21. Interest Reaceived

Interest revenue
Bank 5372 265 3 546 604
Interest charged on trade and other receivables T 928 476 3 792 596
13 300 741 7 339 200
22. Property rates
Rates received
Property rates: Residential, Commercial Property, State 8481 493 T 617 582

Ratas are lavied annually and monthly. Monthly rates are payable by tha Tth of the following month and annual rates are
payable bafore 30 September. Interest is levied at the prime rate plus 1% on outstanding monthly rates.

Rebates can be defined as any Income that the Municipality is entitled by law to levy, but which has subsequently baen
forgone by way of rebate or remission,

The rates rebate for the current financial year is included in rates revenue received

Yaluations

Residential 1005 256 000 763 839 732
Commercial 338 124 000 198 129025
Stala 160 747 000 72418 160
Municipal 36878000 174 330859
Small holdings and farms 478 093000 338197017
Churches 35882000 24 080 000
Public Service Infrastructura 17 000 203 000
Inatitutional 14 280 000 54 500 000
State Trust Land 272 000 8 154 220
Vacant 54 T14 402 16 326 844

2124 270 402 1650 196 857

The new general valuation will be implemented on 01 July 2029.
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23, Governmant grants & subsidies

Operating grants

Equitable share BA BTG 560 B4 504 952
Library subsidy 762 000 500 000
Financial Management Grant 3000 000 1 700 000
Expanded Public Waorks Program 1423 000 1208 000
LG Seta Reimbursive allowance 249 000 23532

94310569 BT 996 484

ﬁuﬂml hgs‘ll'l.l:mm Grant 30684 000 19557000

Deparimenl of Transport Taxi Rank Transier 1 348 046 asTTre
Municipal Disaster Grant 66 581 109 14 382 405

98613155 37T 521184
192923724 125517 668

Conditional and Unconditional

Included in above are the following grants and subsidies recaived:

Conditional grants receivad 104 047 155 41012716
Unconditional grants recaived 88 876 589 B4 504 952

192923 724 125517 668

Equitable Share

In terms of the Consfitution, this grant is used to subsidise the provision of basic services to indigent community
meambers,

Municipal Disaster Recovery Grant

Balance unspent at beginning of year 36 BAZ 038 3948 443
Current-year receipls 35515000 47 326 000
Caonditions met - transferred 1o revenue (66 589 552) (14 392 405)

S80T 486 36882 038

Conditions slill to be met - remain liabilities (sae nole 14).

Municipal Infrastructure Grant
Cumrent-year receipts 30 684 000 19 557 000
Conditions met - transferred o revenue (30 684 000} (19 557 000}

Conditions still to be met - remain liabilitles (see note 14)

Expanded Public Works Programme
Current-year recelpts 1423 000 1 208 000
Conditions met - transferred to revenue (1 423 000) (1 208 000}

Conditions still to be met - remain liabilities (see nole 14).
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23. Government grants & subsidies (continued)
Financial Management Grant (FMG)
Curment-year racaipts 3 000 000 1 700 000
Conditions met - transferred to revanue {3000 000) (1700 DOO)
Conditions still to ba met - remain liabilities (sea nota 14).
LG Seta Reimbursive allowance
Cument-year receipts 249 000 B3 532
Conditions met - transfarred to revanue (249 000) (83 532)
Conditions still to be met - remain liabilities {ses note 14).
Currant-yaar racaipts 1 348 046 35717719
Conditions met - transfarmed to revenua (1348 048) (3571779
Conditions still i be met - remain lablities (see nole 14).
Library subsidy
Current-year receipts 762 000 500 000
Conditicns mel - transferred to revenue (762 000) (500 000)

Conditions still io be mel - remain liabilities (see note 14),

234



Sakhisizwe Local Municipality

Annual Financial Statements for the yvear ended 30 June 2025
Notes to the Annual Financial Statements

Figuras in Rand 2025 2024
24. Employee related costs
Basic 33431 024 31 242 432
Bonus 2307 927 2 430 653
Medical aid - company contributions 2 918 064 2579 343
UIF 271 851 256 422
WCA, 268 806 283 M6
SDL o 410 506 380 38z
Leave pay provision charge 450 802 1027 518
Pension Fund contributions 5492 670 4 B97 170
Travel, motor car, accommodation, subsistence and other allowances 140 554 144 5473
Overtime paymants 505 672 442 654
Long-service awards BG 199 (149 278)
Cellphone allowance 2 400 2 400
Oithar allowances 186 000 B 142
Bargaining Council contributions 19 097 17 651
Adjustments to post retirement benefits obligation (6 000) 270 088
46 494 572 43 832 468
Remuneration of Municipal Manager: N.Mazwayi
Backpay - 15778

M. Mazwayi (former Municipal Manager) resigned during 2022/23 financial year and received a back pay in the prior year,

Car Allowance
Contributions to UIF, Medical and Pension Funds
Callphone and other Allowance

Bargain Council
Rural Allowance

Annuval Remuneration

Car Allowance

Contributions to UIF, Medical and Pension Funds
Callphona and other Allowance

Bargain Council

Rural Allowance

M Molawu was appointed as the Chief Financial Officer on 1 October 2023

Remuneration of Chief Financial Officer (Busisiwe Lubslwana)

Annual Remuneration

Car Allowance

Bargain Council

Contributions to UIF, Medical and Pension Funds
Callphone and othar Allowance

Leave payout

Rural allowance

1 052 563 1085 810
60 000 101 039
190 283 183 650
50 553 18 000
143 137

51 659 50 146

1 405 201 14586 782
909 564 709 032
120 000 106 101
57 318 3z 453
35 565 2 000
143 102
43033 31 358
1185 823 BBE 047
- 146 877

- 17 630

- 23

- 11 460

- 1 480

- 102 253

- 4 671

- 284 394
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24. Employee related costs (continued)
B Lubelwana resigned on 15 August 2023.
Backpay - 26 593

Thandiwe Malangabi resigned in 2022/2023 and received back pay In 2023/24.
Director: Corporate Services:Fezekile Mphako

Annual Remuneration 978 366 953 126
Car Allowance 60 000 59 181
Contributions to UIF, Medical and Pension Funds 48 638 42111
Celiphone and other Allowance 12 000 11000
Bargain Councll 143 137
Rural Allowance 43 033 39635

1142178 1105190

Annual Remuneration 180 759 771308
Car Allowance 15 000 60 000
Leave payout 169 004 -
Contributions to UIF, Medical and Pension Funds 26 225 112872
Cellphone and other Allowance 3000 12 000
Bargain Council 35 137
Rural Allowance 8 802 34178

402 826 990 495

Pumeza Mngcitha's contract ended on 30 September 2024,

Diractor: Technical Services: Sifundo Tunzi
Annual Remuneration - 315336
Car Allowance - 20 000
Contributions to UIF, Medical and Pension Funds - 12572
Celiphone and other Allowance - 4 000
Bargain Council - 194 997
Rural Allowance - 12503
. 559 408
Mr S Tunzi resigned 31 October 2023.
Director Technical Services: Simnikiwe Mkabile
Annual Remuneration 696 499 419 299
Car Allowance 60 000 48 039
Contributions to UIF, Medical and Pension Funds 131438 76 232
Cellphone and other Allowance 64 352 7 000
Bargain Council 143 80
Rural Allowance 35 209 19 977
987 641 570 627

Simnikiwe Mkablle was appointed on 01 November 2023,
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24. Employea ralated costs (continusd)
o] r: DP: i
Annual Remuneration BOT 662 860 304
Car Allowance 120 000 136 308
Contributions to UIF, Medical and Pension Funds 60 401 66 973
Celiphone and other Allowance 32 849 12 000
Bargain Council 143 137
Rural Allowance o121 37976
1060 176 1116 698
25. Remuneration of councillors
Mayor 1 049 305 1008 781
Speakar B46 856 807 865
Councillors 6 126 248 6 347 346
B D22 447 B 163 992
26. Depreciation and amortisation
Property, plant and eguipmeant 8 891 78BS 8 022 953
Investment property 118 242 118 242
10 008 987 9141 185
27. Finance costs
Interest cost - Landfill site provision 3949 800 3742 292
Trade and other payables 322 481 1 056 841
Employee benefits obligation 396 000 350 992
4 658 281 5150 225
28. Auditors' remunaration
Fees 5652 225 4 316 695
29. Impaimment loss
Dabt impairment 17 332 sg7 11 542 266
Impairment - Fixed assels 16 514 531 16 584 108
33 BAT 488 26 106 374
30. Bulk purchases
Electricity - Eskom 18 992 454 20 703 007
31. Confracted services
Mﬁnimﬁ and gmport Staff 3582 151 124 036
Calering Services 921 478 401 580
Sacurity Sarvices 3470 242 4011 108
Transport Services 283 550 225381
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31. Contracted services [continued)
Mﬁﬂ@ﬂmﬂm
Business and Financial Managamant T 595 530 10 812 88T
Infrastructure and Planning 148 620 138 757
Business and Advisary 360 475 489 344
Legal Cost 2113523 631 897
ont
epairs and Maintenance of Bulldings and Facilities 442 656 103 342
Repairs and Maintenance of Other assets 3637 Te4 6136 777
19 331 989 23 075 110
32. General expensas
Adverising 602 373 658 752
Auditors remuneration 5652 225 4 316 685
Bank charges 388 060 198 387
Commission paid 211 8og 194 952
Elactrification axpensad 4 468 974 10 502 673
Consumables 764 130 500 446
Hire Charges 417 268 134 148
Rent - office aguipmeant 511 089 493 708
Insurance 325 09T 640 505
Confarences and seminars 128 212 B3 231
IT expenses and software license fees 36T 498 1024 648
Indigent relief 378 908 1 656 660
Fuel and ol 1 029 593 1108 453
Talaphcne, postage & fax 1876 820 2172514
Protective clothing 73224 564 135
Royalties and license fees 392 161 353 816
Subscriptions and membership feas 566 543 505 045
Electricity purchases 3745 30 2 809 954
Training 419 222 288 359
Travel and accomodation 1293 275 1 041 836
Remuneration Ward Commitiees 1012 000 85 000
Parsonnal Agancy feas 20 923 54 641
24744755 30 189 480
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33. Cash generated from operations
Surplus 88 279 Tag 18 580
Ad|ustments for:
Depreciation and amortisation 10 009 997 9141 185
Loss/(profit) on sale of assets and liabilities (3 083 553) -
Acturial gaina/(losses) {163 000) {3 04B)
Movements in retiremant benelil assets and liabilities (6 000) (140 507)
Finance costs 4 345 801 4 093 284
Debt and fixed asset impairment 33 BAT 488 28106 374
Bad dabts written off 56T 690 11100 110
Ptal:
nventonas - 136 251
Other Racelvables 1 BOS 723 514 480
Recaivables from axchanga transactions (13 559 910) (13 756 257}
Statutory Receivable {11973 319) (B 915 204)
Payables from exchangs transactions {904 172) (730 990)
VAT 189 284 {1379 926)
Unspent conditional grants and receipts {31074 552) 32933505
T9 281 266 61117 958
34,
24 049 037 47 198 039
Total capital commitmaents
Already contracied for but nol provided for 24 045 037 47 198 039
Total commitmeants
Tatal m
Authorised capital expendilure 24 049 037 47 198 039
35. Contingencies
Contigent liabilities
Hiumukhanye Secunties CC - Action: breach of contract 1 900 000 1 900 000
Sarha Rose Marry King - Aclion: recovery of damages 1 800 000 1 800 000
Mrs Zoliswa Cynihia Msali-Morose - tha disputa is tha latter of demand for 4 500 000 4 500 000
damages suffered by the applicant
AmanzAbantu / Sakhisizwe LM — Case No: 1744/2024 - Thase are action 1 500 00O -
proceedings. The lawyers have filed a plea. The plaintff has not filed a reply or
replicalion. The matter was only referred to our office on 31 May 2024. It is nol
finalised. The municipality has a good defence
Maximum Profit Recovery | Sakhisizwe LM {matier finalised during 2024-25 - .
financial yaar) - This is a review of a tender. The municipality is in the process of
complying with the judgement of Zono AJ in the implementaion of awarding of the
tender,
Pension fund and another - &n application was launched 1o appeal against the 1 500 000 .
datermination of the pansions fund. Awaiting the retums of sarvice from the
various Sheriffs from Belville, Pretoria and Tsolo who ware instructed to service
the application
11 300 000 8 300 000
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36. Risk managemant

Einancial risk management

The municipality’s activities expese it to a variety of financial risks: market risk (including cusrency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The municipality's overall risk management program focuses on the unpredictability of financial markets and seeks to
minimisa potential adverse effects on the municipality’s financial parformance..

Liguidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities. the availability of funding
through an adequate amount of committed credit faciliies and the ability to close out market positions. Due to tha
dynamic nalure of the underdying businesses, municipality treasury mainlains flexibility in funding by maintaining
availablity under commitied credit lines.

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities.

Cash Now forecasts are prepared and adequate ulilised bormowing facilities are monilored,

The table below analyses the municipality's financial liabilities and net-seftled derivative financial liabilities inlo relavant
maturily groupings based on the remaining period at the slatement of financial position to the contractual maturity date.
Tha amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal
their camrying balances as the impact of discounting is not significant.

AL 30 June 2025 Less than 1 Between 1 and Batween 2 and Owver 5 years
year 2 years 5 years

Trada and other payables 16 098 138 - - -

Consumer deposits 73 382 - - -

At 30 June 2024 Less than 1  Between 1 and Batween 2 and Over 5 years
year 2 years 5 years

Trade and other payables 12 083 158 = - -

Consumer deposits 73382 - - -
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36.

37.

Risk management {continuad)
Credit risk

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

Potential concentrations of credit risk consist mainly of fixed deposit investments, long-term debtors, consumer debtors,
other debtors, short-term investment deposits and bank and cash balances.

The municipality manages credit risk in its borrowing and investing aclivities by only dealing with well established financial
Institutions of high credit standing, and by spreading Iis exposure over a range of such institutions in accordance with its
approved investment policies. Credit risk relating to consumer debtors is managed in accordance with the municipality's
credit control and debt collection policy. The municipality's credit exposure is spread over a large number and wide variety
of consumers and is not concentrated in any paricular sector or geographical area. Adequate provision has been made
for anticipated bad and doubtful debts.

The municipality does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The municipality defines counterparties as having similar characteristics if
they are related entities. The credit risk on liquid funds is limited because the counterparies are banks with high credit-

raings.

Except as delailed below, the carrying amount of financial assels recorded in the Annual Financial Stalements, which is
net of impairment losses, represents the municipality's exposure to credit risk without taking account of the value of any
collateral obtained.

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

Financial instrument 2025 2024
Cash and cash equivalents 55 318 144 51924 177
Receivables from Exchange Transactions 20 786 286 20 290 783
Other receivables 3 304 637 609 874
Market risk

Interest rate risk

Interest rate risk Is defined as the risk that the fair value or future cash flows associated with a financial instrument will
fluctuate in amount as a result of market interest changes.

Potential concentrations of interest rate risk on financial assets consist mainly of fixed deposit investments and bank and
cash balances.

The municipality is not exposed to a high level of interest rate risk on its financial assets and habilities. All of the
municipality’s interest bearing external loan liabilities, as are trade and other payables from exchange transactions.

Financlal instruments disclosure

C of financlal ins nts
2025
Financial asssts

Atamortised Total

cost

Receivables from exchange transactions 20 786 286 20 786 286
Other receivables 3304 637 3 304 637
Cash and cash equivalents 55 318 144 55318 144

Vat Input accrual 1845471 1845471
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37. Financial instruments disclosure (continued)

81 254 538 B1 254
Fl 11 |
At amortised Tatal
cosl
Trade and other payables 16 098 138 16 098 138
Vat Outpul Accrual 7351 643 T 351 643
Consumer deposits 73382 73 382
23 523 163 23523 163
2024
Einancial assets
Al amortisad Total
cost
Receivablas from exchange fransactions 20033185 20033 185
Other receivables 609 874 609 874
Cash and cash equivalants 51924 177 51 924 177
T2 567 236 72 56T 236
Einancial liabllities
At amortisad Todal
cost
Trade and olher payables 12083158 12083 158
Wat accrual payabla 4 642 024 4542 024
Consumer daposits 73 382 73 382
16 798 564 16 T98 564
Unauthorised expenditurs
Opening balance 122 762 225 101 468 396
Correction of prior period emror - 156 258
Add: Unauthorised expenditure - current 25 051 522 21137 5M
Less: Amount authorsed - current {54 821 201) .
Closing balanca 92992 546 122 762 225

Mon-cash 25 051 522 21137 571

There was no unauthorised expenditure of cash in nature,
Analysed as follows: non-cash
Finance cost: (interest employee banefits), Impairment loss, Bad debts written off 25 051 522 21 137 511
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38. Unauthorised exponditure (continuad)
Budget and Treasury 13 428 270 19229 142
Community Servicas 11 622 252 1908 429
25 051 522 21137 571
39. Fruitless and wasteful expanditure
Opening balance as pravicusly reportad 5 459 833 4402 878
Add: Fruitiess and wasteful expenditure identifiad - current 326 623 1056 857
Less: Amount written off - cument (168 875) -
Less: Amount written off - prior period (5 459 B833) -
Closing balance 156 748 5459 833
The fruilless and wasteful axpenditure relates to interast charged on ovardue accounts and panaliies.
Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025
Notes to the Annual Financial Statements
Figures in Rand 2025 2024
39. Fruitless and wasteful expenditure (continued)
Disciplinary steps taken/criminal proceedings
Late payment Management is slill investigating the root cause and will institute disciplinary aclion once afl 19 876 310 417
processes are finalised
Fraud Management is still investigating the root cause and will institute disciplinary action once all 14917
processes are finalised
Court fees Management is still investigating the root cause and will institute disciplinary action once all - €686
processes are finalised
Interest from pension fund contributions Management is still investigating the root cause and will institute disciplinary action once all 141 830 739854
processes are finalised
Penalty Landfill Site fine 150 000 -
326 623 1056 957

An amount of R156 T48 relates to cases recommended by council for further investigation.
40. Irregular expenditure

Opening balance as previously reported 105 048 507 125 882 267
Add: Irregular expenditure - cument 31414 641 9776 931
Add: rregular expenditure incurred in prior year but identified in current year 45 950 418 3 356 247
Less: Amount written off - cument (76 502 586) -
Less: Amaunt written off - prior period (14 649 101) (33 966 938)
Closing balance 91 261 B79 105 048 507
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40, Irregular expanditure (continued)

Incidents/cases identified/rep

Disciplinary steps taken/criminal proceadings
Non-compliance with SCM Regulations No discplinary action and/or investigalion has taken place

Cases under investigation

An amount of R92 889 (R212 857 prior year) cases related to other non-compliance with laws, regulations, council
policies and/or by-aws.

Municipal Finance Management Act 92 889 212857

77365059

13133178

41. Prior perlod arrors

The correction of the error(s) results in adjustments as follows:
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41. Prior period errors (continued)
Statement of Financial Position Nate As previously Correction of Re Restated
reported amor classification
Property, Plant and Equipment [1] 242 317 900 (6 533 011) - 235784 8BS
VAT Input Accrual ] - 1034 679 - 1034 679
VAT Output Accrual [3] (4642 024) (1 761 BGE) - (6403 892)
COther recelvables [ 609 874 386 - B10 260
Receivables from exchange o 20 033 185 257 508 - 20 290 783
transachons
Statutory receivable [11] 14 433 286 {315 267) - 14 118 019
Payables from exchange transaclions [4] (17 051 496) (893 106) = (17 944 602)
Accumulated Surplus [5] {254 588 194) 8210 589 - (246 377 605)
1112 531 - - 111253
Statement of Financial Mate As previously Correction of Re Restated
Parformance reported error classification
Depreciation and amortisation [6] 9 504 467 (363 271) - 9141 196
Loss on disposal of assets (8] - 163 687 - 163 687
Other Income (9] (3 464 322) - B3 532 {3 380 790)
Govarnmant Grants and Subsidies ]| (125 434 136) - (B3 532) (125 517 668)
General Expenditure [12] 26 987 975 201 484 - 30189 459
(89 406 016) 1900 = (89 404 1186)
Cashflow Statement Note As previously Correction of Rostated
raported arror
Cash flows from opaerating
activities
Sale of goods and servicas [13] 23 669 11 (83 532) 23 585 599
Govemment grants [13] 158 367 731 83 532 158 451 263
Interest Income 12 774 345 - 12 774 345
Employee costs [14] (58 066 422) 73 048 (57 992 474)
Supplies [14] (74 569 BBE) (73 948) (T4 643 B34)
Finance costs (1 056 941) - (1 056 941)
61117 958 - 61 117 958
1. Plant and
Previously reported 242 317 900
Infrastructura - Opaning Accumulated Depraciation adjustmeant 2024 (7 506 826)
Infrastructure - Opening Accumulated Impairment adjustment 2024 105 256
Infrastructure - Depreciation 2024 363 271
Infrastructura - Opaning cosl adjustment 2024 758 975
Loss on disposal of assets -written off (163 68T)
Restated balance 235 T84 889

Infrastruciure - Opening Accumulaled Depreciation 2024 adjusted by R 7 596 826 resulting in decrease in accumulated

surplus by the sama amount.

Infrastruciure - Opening Accumulated Impairment adjusiment 2024 adjusted by R105 256 resuling in tncreass in

accumulated depreciation by the same amount.

Infrastructure assets - Depreciation for 2024 had been decreased by R363 271 due to changes in opening accumulated
depreciation resulting in decrease in accumulated depreciation by the same amounl.

Infrastructure - Opening cost adjustment 2024 had been dacreased by the same amount resuling in decrease in

accumulated surplus by the same amount.

Loss on disposal on motor vehicle written off during the yaar.
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41.

Prior period arrors (continuad)

Previpusly reported -
Disclosure of vat input accrual seperately 1034 678
Restated balance 1034 €78

Wat accrual receivable and vat accrual payable was natted off in the prior year no disclosed seperately as per GRAP 1
disclosure requiramants.

3. Vat accrual payable

Praviously reported {4 642 024)
Comaction of vat culput accrual 1488 303

Disclosure of vat input accrual seperately {1034 678)
Adjustment of VAT on INEP {2 215 493)
Restated balance (6403 B92)

Val accrual payable was a nel of vat accrual output and input which is not inline with Grap 1 disclosure requirement.
Furthermore the vat output accrual was overslated by R1 488 303 and understaternent of accumulated surplus by tha
sama amount.

WAT on Construction confracts was previously understated by R2 215 493 now comaciad

4. Payables from excha tra

Previously reported {17 051 4986)
Comeclicn of leave accrual {1 283)
Correction of salary conirol payable (322 241)
Corraction of agency fee payable (560 582)
Restated balance (17 944 602)

Leave accrual was understated by R1 283 and salary control was understaled by R322 241 as it was nol clearad in the
pravious years resulting in overstatement of accumulated surplus by R323 524,

Agency fee payable was incomectly accounted for in pricr years now corracted resulting in increase in other payables by
RS569 582 . Agency feas adjustment of R569 582 also affected general expenditure R201 784 and accumulated surplus
R3IGT T8

5. Accumulated Surplus

Praviously reporied (254 S8 194)
Other recaivable undemstated in prior year (491}
Correction of val outpul accrual (1488 303)
Correction of leave accrual 1283

Correction of salary control payable 322 242

Infrastruciure - Opaning Accumulated Depraciation adjustment 2024 7 596 826

Infrastructure - Opening Accumulated Impairment adjustment 2024 (105 256)
Infrastructure - Depreciation adjustment 2024 (363 271)
Motor Wehicles - Loss on disposal an motor vahicle written off 163 687

Infrastructure - Opening cost adjustment 2024 (758 972)
Rastated balanco (249 220 449)

Accumulated surplus was adjusted due fo the reasons noted above resulting in net decrease in accumulated surpus by
RS 36 7745,

8, Depreciation and amortisation
Previously reporied - 9 504 467
Infrastructure decrease in depreciation - (363 271)

Restated balanca - 9141 196
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41. Prior pariod errors (continuad)

Infrastructure assets - Deprecialion for 2024 had been decreased by R363.27 due 1o changes in apening accumulated

dapreciation resulting in decrease in accumulated depreciation by the same amount.

- 609 874
Other receivable understated in prior year - 486
Restated balance - 610 360
Other receivables overstated in prior year now corrected.
8, Loss on disposal
Previously reported = "
Loss on disposal on molor vehicle disposed prior year - 163 687
Rastated balance - 163 687
Motor Vehicle was written off prior year but not disposed in the fixed asset register now comected.
9, Other Income and Government grants and subsidies
Local Govermnment SITA was reclassified from Other Income lo Govermment Grants and subsidies,
10. Receivable from exchange transactions
Previously reported - 20033 185
Cormection of general ledger not agresing 1o age analysis - 257 588
Rostated balance - 202950 783
General ledger was adjuted to agree to age analysis.
11, Statutory Recelvables
Previously reportied - 14 433 286
Correction of general ladger not agresing to age analysis - {315 267)
Restated balance = 14118018
General ledger was adjuled to agree o age analysis.
%mmg'f =ﬁﬁ - 29 087 975
Raclagsification of: IT axpanses and software licence fees - (431 8860)
Increase in Royalties and licence fees - 201 784
Rectassification of: Telephone postage & Faxes - 431 880

30189 759

Expenditure amounting to R431 860 was incomectly classified under IT expenses and software  licence fees now

reclassified under Telephone postage and faxes.

Royalies and licence fees was understated by R201 784 in the prior year as the municipality was not recording

expanditure relating to licencing of municipal vehicles.
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41.

Prior period errors (continued)

Cash Flow Statement

13. Cash flows from operating activities- Receipls: Sale of goods and govemment grants was adjusted due lo
reclassification of LG Seta from other income to goverment grants and subsidies.

14, Cash flows from operating activities- Paymenls: Employee related cosls and supplies were adjusted as result of
correction of prior year cashflow calculation.

Accounting by principals and agents
The antity is a party (o a principal-agent arrangement(s).
Municipality acting as an agent

The municipality s a party to a principal-agent arrangement(s). A description of any resources (incleding the carrying
value and description of any assats recognised) that are held on behalf of a principal, but recognised in the agent's own
financial statamants. if non, indicate as such.
= significant lerms and conditions of the arangements and whether any changes occurred during the reporting period;

and

. any significant risks (including any risk mitigation strategies) and benefits associated with the relationship.
= the aggregate amount of revenue that the enlity recognises as compensation for the transactions carried out on

behalf of the principal; and

*  adescrption of any liabilities incurred on behalf of a principal that have been recognised by tha antity, as well as any

comasponding rights of reimbursement that have been recognised as assels.

*  The category of revenue received or fo be received, as well as the calegory of expenses paid or accrued on behalf

of the principal.

. The amgunt of revenue received ar 1o be received, as well as the amount of expensas paid or accrued on behalf of

the principal during the reporting perod per category of revenue or expanse..

Details of the arrangment{s} are as follows:

The income from traffic depatment income includes agency fees consists of commission receivad from the Department of
Transport for the issuing of vehicle registrations. The municipality (agent) collects licencing fees for vehicles on behalf of
the Department of Transport (principal).

The revenue collected as disclosed is eamed wilth as follows:

- Regiataring Authonty: The municipality is entitied lo 19% of the total amounl collected and the balance of 81% accruas

fo the Dapartment of Transport.

- Driving License Testing Centra: The municipality must deposit the prescribed amount to the Driving Licensa Card
Production Entity for @ach drivers’ license card orderad. The municipality is enfilled to all the fees collected other than the
prascribed amount par card ordered,

- Vehicle Testing Station: The municipality is of the revenue collected and the remainder accrues o the Department of

Transport.
The municipality does not incur costs on behalf of the Department of Transpor.

Fees paid

The aggregate amount of monies collected by the municipality on behalf of Department of Transport is 4 233 384 (2024:
4 982 6§51).

Payabiles recognised
Amount payable to Department of Transport at year end is R225 060 (2024: R320 641)

Revenue recognised

The aggregate amount of revenue that the enlity recognised as compensation for the transactions carmied out on behalf of
Department of Transport is RESE 724 (2024 REET T46).
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42. Accounting by princlpals and agents (continued)

Municipality as Principal
Ese paid
Commission paid lo prepaid vendors 211 809 225 485

The municipality has directed Cigi Cefl through a binding arrangement to undertake transactions with third pariies on
behalf of Sakhisizwe Local Municipality, which is sale of municipal electricity. These are vendors which are used due o
capacilation of the municipality and is more cost effective which provide customers easy access (o prepaid

electricity.

Electricity vendors are entitled to of claim 2.24% commission on sales of prepaid electricity tokens and third parly and
amaas collection.

43. Additional disclosura in terms of Municipal Finance Management Act

Audit fees

Currant year subscription / fee 6 500 058 4 964 189
Amount paid - current year {6 500 058) (4 D64 158)
PAYE and UIE

Current year subscription / fee 8332 263 8 059 686
Amount paid - current year (B 332 263) (B 059 686)
Pension and Medical Aid Deductions

Current year subscription / fee 14 998 963 13 283 522
Amount paid - current year (14 998 963) (13 283 522)
VAT

VAT output payables and VAT input recefvablas are shown innote 6 .
All VAT retumns have been submitted by the due date throughout the year.
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43. Additlonal disclosure in terms of Municipal Finance Managemeant Act (continued)
Councillors’ arrear consumer accounts
The following Councillors had amear accounts outstanding for more than 80 days at 30 June 2025:
30 June 2025 Outstanding  Oulstanding Total
lgss than90  more than 90
days days
Councillor B. Ponoshe 535 - 535
Councillor A Mpakane 1114 30 590 31 704
Councillor £ J Phonashe 10189 5 250 6 Z7B
Councillor N § Nopote 668 5812 & 480
Councillor N Miso 2080 35 944 38 024
Councillor L Thulelo 2074 29 327 3140
Councillor M Mggayimbana T86 11 755 12 541
Councillor M Mxhonywa 1424 15 996 17 420
Councillor M Malungisa BET 17 895 18 762
Counciltor ¥ Filana 1114 30 573 31 687
11 681 183 154 194 832
30 June 2024 Outstanding  Quistanding Tolal
less than90  mone than 90
days days
Councillor B. Ponoshe 282 - 282
Councllior A Mpakane 461 27 896 28 357
Councillor Z J Phonoshe 1M 3184 3N5
Councillor N S Nopote 54 5541 5905
Councillor N Misa G686 32 553 3z
Councillor L Thulelo 396 25 649 26 045
Councillor M Nggayimbana 451 9 747 10 208
Councillor M Mxhonywa 575 12 649 13224
Councillor M Malungisa 451 15718 16 178
a7 132 937 136 754

During the year the following Councillors’ had arrear accounts cutstanding for more than 90 days.

i ant

In terms of section 36 of the Municipal Supply Chain Managemenl Regulations any deviation from the Supply Chain
Managemenl Policy needs to be approvedicondoned by the City Manager and noted by Council. The axpenses incurred

as listed hereunder have baen condoned,

Doviations
July 49774 T0 463
August 158 116 167 BG8
Saptember 5842 166 067
Qctober 716186 4T 285
Movembar 12 268 28 5683
December 12 852 236 Ta4
January 32715 .
February 153 480 =
March 155 742 128 032
April 43 815 .
May 22921 95 267
June 37 168 234 796
962 570 1175135
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2025 2024

43. Additional disclosure in terms of Municipal Finance Managemaent Act (continued)

Incident
Impractical Impossibie

Emergency
Sole Provider

44. Segment information

General information
Identification of segments
Agaregated segments

962 570 1062 336
- 105 248
= 7 551

962 5T0 1175135

The municipality operates within Chris Hani District in the Easlem Cape. Segments were aggregaled on the basis of
services delivered as management considered that the economic characleristics of the segments throughout
Sakhisizwe wera sufficiently similar to warrant aggregation.

T & of goods a F Barvicas il

These reportable segments as well as the goods and/or services for each segment are set out below:

Reportable segmont
Segment 1
Segment 2
Segmant 3
Segment 4
Segment 5

Goods and/for services
Community and public safaty
Plarnning and developmant
Road transport

Waste management

Energy sources
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44, Segment information (continued)

Segment surplus or deficit, assets and liabilitles
2025
Community  Planning and Roads Waste Energy Total
and public  development management sources
safety
Revenue
Revenue from exchange transactions: Service charges B - - 7443781 21807773 29 251 554
Revenue from exchange transactions: Construction contracts - 4 468 974 - - - - 4 468 974
Revenue from exchange transactions: Other income 64 354 905 225 - - 22 540 992 119
Revenue from exchange transactions: Interest Received - - - 6 867 661 12 240 - 6 879 901
Revenue from exchange fransactions: Gain on disposal of assets 3097 653 - - - - - 3 097 653
Rewvenue from non-exchange transactions: Grants & subsidies 2110046 28883204 69804 905 - 249 000 101 047 155
Total segment revenue 5272053 34 257 403 69804905 14311442 22091553 145 737 356
Entity's revenue 145 737 356
Expenditure
Employee related costs 2 258 393 11015 556 5170 017 9945958 1556 563 29 946 487
Remuneration of councillors - 1200 - - - 1200
Depreciation and amortisation - 194 082 6 592 062 - 1824 046 8610190
Finance costs - - 3 949 800 - 3949 800
Bad debts written off = = . 567 690 567 690
Bulk Purchases - - - - 18 992 494 18 992 494
Confracted Services. 66 534 5326 955 1134 291 - 654 759 7182539
General Expenditure 34 222 658 772 259 837 790 061 8749 157 10 492 049
Impairement loss - - - 16514 591 780 708 17 295 299
Total segment expenditure 2359149 17196565 13156207 31200410 33 125417 97 037 748
Total segmental surplus/(deficit) 2912904 17060838 56648698 (16888 968) (11 033 864) 48 699 608
Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025
Notes to the Annual Financial Statements
Figures in Rand
Community  Planning and Roads Waste Energy Total
and public  development managemaent sources
safety
44. Segment information (continued)
Revenue allocated that do meet the defintion of a 145 737 356
segment
Revenue allocated that do not meet the defintion of a -
segment
Revenue from exchange transactions: Other Income 2432 638
Revenue from exchange transactions: Interest Received 6420 840
Revenue from non exchange transactions: Interest Received 5956 078
Revenue from exchange transactions: Actuarial gains 163 000
Revenue from non exchange transactions: Faines penalties and 58 350
forfeits
Revenue from non exchange fransactions: Government grants & 91 B76 569
subsidies
Revenue from non exchange transactions: Property rates 9491 463
Revenue from exchange transactions: Gains on disposal of assets (14 100)
Total Revenue per the Statement of Financial Performance 262122 225
Expenditure allocated that do meet the defintion of a 97 037 748
segment
Expenditure allocated that do not meet the defintion of a
segment
Employee costs 22 759 660
Remuneration of councillors 7973 598
Depreciation and amortisation 1399 808
Finance costs 718 481
Impairment loss 16 552 189
Contracted Services 12 149 451
General Expenses 14 251 502
Total Expenditure per the Statement of Financial Performance 172 842 437

Reporting on segment assets and liabilities.
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44, Segment information (continued)

The Municipality has assessed that assets and liabilities associated with each segment is not used by management for decision making purposes, and neither is it being reported
on. Assets and liabilities are ufilised by management to assess key financial indicators for the Municipality as a whale. Accordingly, the assets and liabilities per segment is not

required to be disclosed

Reporting on segment assets and liabilities

2024
Community Planningand Road fransport  Wasle Energy Total
and public  development management sources
safety
venue
Revenue from exchange transactions: Service charges - - - 9638060 17021617 - 26660577
Rewvenue from exchange transactions: Other income 821353 288 666 - - 18 288 - 1128 307
Revenue from non exchange transactions: Grants & subsidies 4071779 20765000 14 392 405 - - - 39229184
Revenue from exchange transactions: interest Received - 88 - 4015 375 (222 867) - 3792 5%
Revenue from exchange transactions: Construction contracts - S . - 10502 499 10 502 499
Total sagment revenus 4893132 21053754 14392405 13654335 27 319537 - 81313163
Entity's revenue 81313163
Expenditura
Employee related costs 5431189 8294 101 3262 746 7826 970 1732743 - 26547748
Depreciation and amortisation . . 5881913 - - - 5881913
Impairment loss - - 3742 292 (1 452 676) o 2289616
Bulk Purchases - - - - 20703007 - 20703007
Contracted Services 4029 8™ 588 560 4175485 389 240 423 617 - 9606 773
General Expenditure 254 080 201 455 161 954 341442 15131244 - 16080175
Total segment expanditure 9715140 9084116 13482098 12290944 36537935 - 81119233
Total segmental surplus/(deficit) (4822008) 11969638 910 307 13543 (9 218 398) - 193 930
Sakhisizwe Local Municipality
Annual Financial Statements for the year ended 30 June 2025
Notes to the Annual Financial Statements
Figures in Rand
44. Segment information {continuad)
Revenue allocated that do meet the defintion of a 81313163
segment
Revenue from exchange transactions allocated that do not meet the -
defintion of a
segment
Revenue from exchange transactions: Other Income 2237735
Revenue from exchange transactions: Interest Received 3 546 604
Revenue from non exchange transactions: Interest Received 5435144
Rewvenue from non exchange transactions: Property rates 7617 582
Revenue from non exchange transactions: Govemment grants & 86 288 531
subsidies
Rewvenue from non exchange transactions: Fines, Penalties and 53 550
Forfeits
Total Revenue per the Statement of Financial Performance 186 492 309
Expenditure not allocated to reportable
Employee related costs - - - 27938416 27 938416
Remuneration of councillors - - - - 8058027 8058 027
Depreciation and amortisation - - - - - 3688 430 3 688 430
Finance costs - - - - - 1407 933 1407 933
Impairment loss = e = & - 29395363 29395363
Contracterd Services - - - 13 468 337 13 468 337
Actuarial losses - - - (3 046) (3 046)
General Expenses - - - - 25225746 25225746
. - - - 109179206 109 179 206

The Municipality has assessed that assets and liabilities associated with each segment is not used by management for decision making purposes, and neither is it being reported
on. Assets and liabilities are utilised by management to assess key financial indicators for the Municipality as a whole. Accordingly, the assets and liabilities per segment is not

required to be disclosed.

| ation e
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44,

45,

47.

Segment information (continued)

Although the Municipality operates in a number of geographical areas (i.e.wards), the geographical information is not
be considered relevant to management for decision-making. The goods and services provided to the community
throughout the entire municipal area are based on similar tariffs and service standards. Therefore, the Municipality has
assessed that it operates in a single geographical area.

Related parties

Relationships

Accounting Officer Refer to accounting officers’ report note
Compensation to key management Refar to employee related cost note

Compensation to Councillors Refer to General information page 1
Related party transactions

Rental of the municipal buliding by the Municipal Manager

Annual rental of the municipal property 12 000 12 000

The council did approve the renting out of municipal property to the Municipal Manager at a subsdised amount of R1000
per month,

Rem of a
_Remuneration of Councillors refer to note 26

Going concem

We draw attention to the fact that at 30 June 2025, the municipality had an accumulated surplus (deficit) of 335 657 399
and that the municipality’s total assets exceed liabilities by 335 657 399.

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

The abllity of the municipality to continue as a going concern is dependent on a number of factors. The most significant of
these is that the accounling officer continue 1o procure funding for the ongoing operations for the municipality and that the
subordination agreement of these annual financial statements will remain in force for so long as it takes to reslore the
solvency of the municipality,

Electricity distribution losses

Units purchasad (Kwh) 8779 198 8524 503
Unit lost during distribution (Kwh) 1008 575 1832191
Electricity lost during distibution (R) 2690917 4 448 746
Percentage lost during distribution (%) 1% 21%

12 478 702 14 806 451

Technical electricity distribution logses are attributed to transformer efficiency, line losses within the network infrastructure
due to faulty meters and theft.

Events after the reporting date
At the time of preparing and submitting the Annual Financial Statements there were no subsequent events to be
disclosed.
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