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CHAPTER 1

Mayor’s Foreword and Executive
Summary



1.1 MAYOR’S FOREWORD

Dear uMngeni Residents,

As we emerge from the Covid-19 pandemic and the devastating effects that it has had on our families

and our economy the uMngeni Municipality reflects on the year that has passed.

An in-depth analysis of this annual report paints a picture of a municipality that is barely scraping by.
Coupled with the Auditor General findings and the ongoing section 71 reports on municipal finances one

can understand how and why that state of service delivery is the way that it is.

The lack of accountability and consequence management, skewed priorities and a poor handle on
expenditure all point to an institution that lacked leadership, vision and a firm hand. This will take time
to resolve and to begin to turn the state of the municipality around: but we are more than committed to

do so.

Notably, we must ensure that the recommendations of the Auditor General are implemented, that we
ensure fiscal restraint when it comes to fruitless expenditure (in the accounting sense and in terms of
value for money return) and we must ensure that budgets are used to rebuild and repair our

communities.

In line with the State of The Nation address by President Cyril Ramaphosa, as local government we must
ensure that the private sector is able to grow and thrive and that we mobilse our resources as local
government to create an environment that fosters growth. This means good infrastructure, cutting red

tape and being an accessible partner for growth.

Alleviating poverty and inequality must be at the forefront of our plans. Everything that we do must
answer the questions (1) will this alleviate poverty (2) will this lead to better service delivery and (3) are

we getting the best value for money.

The new administration commits itself to progressively working towards rebuilding the municipality as

an institution. Building a capable, caring and efficient municipality is key to our collective future success.
We will make progress together.
Sincerely,

Clir CJ Pappas
Mayor — uMngeni Municipality
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1.2 MUNICIPAL MANAGERS FOREWORD

Without a doubt it is a pleasure and an honour to have this opportunity to present this 2020/21
Annual Report to the people of uMngeni Municipality.

From the onset, it is worth mentioning that the year under review has been the most difficult
for the Municipality and our residents, due to the undesired conditions brought about by the
Covid-19 pandemic. One cannot over-emphasize the losses that resulted from Covid-19 which
include monetary, and socially related losses. One can also not overstate the serious financial
sufferings that have been experienced by the Municipality as a result of the pandemic. In this
period, our residents and businesses alike, have had to strive for survival and for the
Municipality, this obviously culminated into a noticeable drop in revenue collection as it became
difficult for Municipal rates and services to be paid by our debtors. This inevitable situation
added to the already huge backlog of Municipal service delivery provision which was

compounded by increasing debt owed to the Municipality.

Equally, we have to be bold enough to admit that the pursuit of delivering services to our people
and ensuring that good focus on core reasons for existence of the Municipality was
endeavoured on, continuously contained and maintained by our administration and political

leadership during this difficult period in spite of the institutional challenges.

There is understandably high expectations and requests for service delivery from the
communities to the Municipality. It is important to highlight that we have managed to construct
a remarkable number of roads, community facilities, the Multi-purpose stadium in Mpophomeni
(Ward 08), the Multi-Purpose Centre in Ward 11, also in Mpophomeni, and Community Halls in
Lions River in Ward 09, eMandleni Hall in Ward 06 and Khanya Village in Ward 07, all the while

we have also electrified a number of households in the year under review.

In as much as it has been reported that there has been an improvement of 16% when comparing
to previous financial years on the outcome for achievement of Planned Service Delivery Targets
as fully captured in the Annual Performance Report, it still remains that the overall performance
of 59% is generally not a good performance. The municipality needs to consider a drastic
change of approach in its processes as 40% achieved on Basic Service Delivery KPA’s is not a

respectable representation.
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The Covid-19 impact towards the financial and economic status of the municipality is clearly
shown by 61% achievement of planned targets. The high rate of unemployment, closure or half
operation of most businesses will surely have a direct bearing on financial viability of the

municipality.

It is appreciated that the increase in the usage of technology has assisted the possibility of
continued IGR engagements with some major key stakeholders of the municipality. Also, under
strict compliance of Covid-19 regulations, the municipality was able to hold necessary legislated
public engagements for IDP and Budget in order to fulfil consultations processes. Provincial
and District forums for both political and administrative structures were convened on virtual

platforms.

The municipality, for the greatest part of the financial year, has operated with vacancies in most
critical senior positions as the four Heads of Departments only joined the municipality later in
the year. The Infrastructure & Technical Services, Community Services, Economic Development
& Planning and Finance departments operated with Acting Heads of Departments for the better

half of the financial year.

Equally, it is with regret to mention that the municipality could not achieve an improved audit
outcome as the opinion remained a qualified audit opinion. The 2019/20 audit was only finalised
in April 2021, not leaving enough time to address the issues raised by Auditor General
adequately. Amongst issues raised by AG, was the municipality’s need to urgently address the
UIFW (Unauthorised, Irregular, Fruitless and Wasteful Expenditure). Linked to this is the
implementation of Consequence Management processes in order to improve accountability.
High electricity losses which are both technical and non-technical in nature. The latter being

more urgent community challenges of electricity theft which is pure criminal in nature.

It is also critically imperative that the municipality seriously prioritise the capacity of internal
controls and oversight structures in the form of Internal Audit, Audit Committee, MPAC and
Oversight committees. These are the very significant structures that will contribute in the

improvement of overall performance of the Municipality.

The results of the audited statement of financial performance reflects that the municipality

realised a slight 10% on Total Revenue while the Total Expenditure also increased by 8% leaving
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a decrease of 9% in the Net Deficit. We therefore need to work very hard to change the current
situation. The Annual Ratios as s71 and Municipal Financial Capability Model provides the

following outcome:
» Capital Expenditure to Total Expenditure Ratio is 7% which is 3% below the norm

» Repairs and Maintenance as percentage of PPE & Investment is 2 % and 6% less than

the norm
* Collection Rate is 92% which is at least 3% below the norm

* Net Debtor days is 136 days more than the norm of 30 days to collect to receive payment

for rates and services
* However the cash coverage ratio is 1 month which within the norm
 Electricity distribution losses are sitting at 13% instead of 7% norm

The above results clearly indicate that there is a need for a collective and focussed effort to
make sure we improve the status of performance and ultimately render our communities quality

service delivery.

This report will reflect some successes, some failures, a host of challenges and hopefully an
indication that the uMngeni Municipality is committed to finding sustainable solutions for its
towns. Our hope is that we can rely on the continued support and commitment of our residents,

businesses, visitors, tourists, farmers and the community and other stakeholders at large.

M Hloba
Municipal Manager
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1.3 UMNGENI OVERVIEW

The municipality is a Category B local government organisation and one of seven municipalities that
make up the uMgungundlovu District. It is located approximately 30km from Pietermaritzburg, which is
the main urban centre of uMgungundlovu District and the Capital City of KwaZulu-Natal. The municipality
comprises the former Transitional Local Council areas of Mpophomeni, Howick and Hilton, Worlds View

Area, and a substantial amount of farmland.

The population of the municipality has been on the increase since Census 1996 from over 60 000 people
to over 100 000 in 2016. The average annual growth rate is approximately 3.58 percent and taking this
into consideration, the population of this municipality in the year 2026 is estimated to be 149,199 ceteris

paribus.

The labour force (those aged 15-64) makes up 67 percent of the population followed by young people
(those aged 0-14) making up 24 percent and the elderly comprising the smaller share. The municipal
unemployment rate is approximately 23-percentage point of the labour force with the youth
unemployment rate sitting at 32 percent. There has been an increase in the number of households within
the municipality from 30490 in 2011 to approximately 37352 in 2016, which is upward by 18 percentage
points. The average household size has remained the same between 2011 and 2016, with 2.8 people

per household recorded that is a change from 4.5 people per households is in 1996.

1.3.1 Population
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1.3.3 Education
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1.3.4 Poverty and food security
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1.3.5 Economic Performance

ECONOMIC OUTPUT IN 2019
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1.3.6 Access to Services
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The uMngeni Municipality is working to create an investment-friendly atmosphere and sell the
municipality to both domestic and foreign investors. The uMngeni Municipality encompasses a large

portion of the Midlands Meander's high-potential tourism and agricultural territory. This creates a
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window of opportunities for both the agriculture and tourism sector to expand. Through encouraging
job development in tourism, a clean and secure climate, and positioning the region as a tourism

destination, the municipality hopes to capitalize on the area's already prosperous tourism industry.

The established towns of Howick and Hilton have well-developed central business districts (CBDs),
which are a centralized collection of shopping and industrial operations that serve the municipal area.

For the uMngeni Municipality, these towns serve as the exchange and commerce hub.
VISION

“By 2035, uMngeni Municipality as the tourism destination of choice will be the hub of excellence

providing quality services whilst ensuring quality of life.”
MISSION

“uMngeni Municipality through people focussed development will improve its skills capacity in order to

deliver quality services and ensure inclusive socio-economic growth.”
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CHAPTER 2
Governance Structure
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2.1 Component A: Governance Structures
2.1.1 Political Governance Structure

The political structure of the Municipality consists of elected councillors headed by Clir RS Sokhela,
Mayor of the Municipality. The composition of the Political Leadership Committee of the Council is
summarized as follows:

His Worship the Mayor: Clir RS Sokhela
Deputy Mayor: Clir NF Buthelezi
Speaker: Clir CT Mthalane

Chief Whip: Clir SM Ndlovu

The Council comprised of 23 councillors, constituted from 12 Ward councillors and 11 proportional
representation (PR) Councillors. They were elected as part of the 2016 local government elections and
were in office from August 2016 and this Annual Report is the fifth report for the administration. Parties

and gender representation in Council are illustrated in Table 1 below.

Table 1: Political Party Demographics
Total Seats Ward Seats PR Seats | Gender

African National
Congress

a)  Council Committees

The Municipal Council is organized into a number of council committees that focus on particular issues.
Councillors then have the opportunity to devote time to specific topics and develop expertise in them.
Committees give recommendations to council, which relieves the council of the burden of having to deal
with every detail. Committees do not make final decisions because the majority of decisions require
approval by the entire council. The Council may appoint such standing or other committees, as it deems
essential to carry out its tasks effectively. Members of a Council committee may include individuals who
are not Council members. The attendance of councillors for all Council committees are included in
Appendix B of this report. Table 2 below outlines the representatives in the various Council committees

and number of meetings that took place.
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Table 2: Council Committees

Committee

Council

Executive

Purpose of Committee

Council has the
authority to regulate
the local municipality's
capacity or right to
exert its rights or
execute its duties

under its own initiative.

An executive
committee is the
principal committee of
the council of the
municipality and as
such receives reports
from the other
committees of the
council. The Executive
committee considers
these reports and
disposes of those

which the committee is

authorised to do in
terms of its delegated
powers and forwards
the remainder of the
reports together with
its recommendations
to the municipal
Council for decision.

Members

Clir CT Mthalane
(Chairperson)

Clir RS Sokhela (Mayor)
Clir NF Buthelezi (Deputy
Mayor)

Clir SM Ndlovu (Chief Whip)
Cllr GT Dlamini
Cllr SD Nkuna
Clir NE Ngcongo
Clir SS Sibiya

Clir SK Pillay

Clir JA Mkhasibe
Cllr BA Zuma

Cllr QSB Buthelezi
Cllr SS Khumalo
Cllr PA Passmoor
Cllr JE Holmes
Cllr JN Lewis

Cllr FT Cele

Cllr NN Mlotshwa
Clir T Sikhakhane
Cllr HM Lake

Cllr CRW Millar
Cllr S Zondi

Cllir S Mnikathi
Clir RS Sokhela
(Chairperson)

Cllr NF Buthelezi
Cllr GT Dlamini
Cllr PA Passmoor
Clir JE Holmes

No. of No. of meetings
meetings 2019/2020
2020/2021

20 14

13 9
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Management

Finance

Economic
Development
and Planning

Community
Services

Technical

Responsible for
corporate
administration and
human resources
matters including skills
development.

The Financial Services
Portfolio Committee
assists the Executive
Committee in fulfilling
its responsibilities
relating to corporate
accounting reporting
practices of the
Municipality as well as
including the quality
and integrity of the
financial reports.

The committee is
responsible for
promoting local
economic growth and
investment
opportunities. Provides
a favourable
atmosphere for
investment while still
overseeing land use
policy legislation.
Considers and makes
recommendations to
the Executive
Committee and Council
on all matters
pertaining to
community services
and social services.
Considers and makes
recommendations to
the Executive
Committee and Council
on all matters
pertaining to
electricity, engineering,
human settlements,
transport, waste
management.

Clir GT Dlamini
(Chairperson)

SM Ndlovu
SK Pillay

JN Lewis

T Sikhakhane

Clir RS Sokhela
(Chairperson)
Clir NE Ngcongo
Clir JA Mkhasibe
Cllr PA Passmoor
Clir JA Holmes

Cllr NF Buthelezi -
(Chairperson)

Clir NE Ngcongo
Clir QSB Buthelezi
Clir CRW Millar
Cllr S Zondi

Cllr GT Dlamini
(Chairperson)
Cllr SD Nkuna
Clir SS Sibiya
Clir HM Lake

Cllr NN Mlotshwa

Clir NF Buthelezi
(Chairperson)
Cllr BA Zuma
Clir SS Khumalo
Cllr FT Cele

Clir S Mnikathi
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Municipal
Public
Accounts

Informal
Traders

Waste
Management
Landfill Site

Audit and
Performance
Committee

The purpose of the
Committee is to
perform an oversight
function on behalf of
the Council over the
executive functionaries
of the Council.

The sub-committees
provide guidance and
resource support
services to informal
economic role players
within the area solely
with an intention of
addressing structural
hindrances to growth
and development.
Contribute to a clean,
healthy environment
and lively economy in
the uMngeni area
through responsible
solid waste
management practices
that, wherever
possible, identify solid
wastes as a useful
resource.

The Committee's
mission is to support
and guide Council in
carrying out its
oversight duties for the
financial reporting
process, the structure
of internal supervision
over financial
reporting, the audit
procedure,
performance
assessment and
appraisal, and the
Council's framework
for monitoring
compliance with laws
and regulations, as
well as the code of
ethics. All current
members were
appointed in the

Clir SM Ndlovu
(Chairperson)
Clir SK Pillay

Clir SS Khumalo
Cllr JN Lewis

Cllr HM Lake

Clir S Mnikathi
Cllr QSB Buthelezi
(Chairperson)
Cllr SS Khumalo
Cllr NN Mlotshwa

Clir BA Zuma (Chairperson)
Clir SS Sibiya
Clir HM Lake

Ms Nokuthula Sikhakhane —
Tshabalala (Chairperson)
Mr Mduduzi Madonsela
Mrs Nomaphelo Skweyiya
Mr Mlungisi Shangase

Ms Samukelisiwe Khanyile

0

5
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Local Labour
Forum

Ward
Committees

Executive
Committee
Appeals

2020/2021 financial
year.

Section 11.8 of the
SALBGC Main
Collective Agreement,
which directs their
formation and
structure mandates the
formation of such
committee. The Local
Labour Forums
provide the authority
and responsibility to
discuss employment
issues of common
interest.

Ward Committees are
the vehicles by which
the Constitution's
notions of participatory
democracy and
parliamentary
democracy, as
illustrated in Section
152, become a fact.
There are 10 ward
committee members
per ward inclusive of a
ward councillor. Ward
councillors are the
Chairpersons of the
committees.

This Committee was
established as per
Section 51 of the
Spatial Planning and
Land Use Management
Act. The Committee
acts as an arbitration
authority for those
whose interests have
been harmed by a
judgment made by the
Joint Municipal
Planning Tribunal.

Clir SD Nkuna 0
Cllr JA Mkhasibe
Clir T Sikhakhane

Ward 1 - ClIr JA Mkhasibe 87
Ward 2 - Clir JE Holmes
Ward 3 - ClIr SS Sibiya
Ward 4 - Clir SD Nkuna
Ward 5 - Clir HM Lake
Ward 6 - Clir CRW Miller
Ward 7 - ClIr PA Passmoor
Ward 8 - ClIr S Buthelezi
Ward 9 - Clir SM Ndlovu
Ward 10 — Clir SS Khumalo
Ward 11 - Clir CT Mthalane
Ward 12 - Clir BA Zuma

Cllr RS Sokhela 2
(Chairperson)

Cllr NF Buthelezi

Cllr GT Dlamini

Cllr PA Passmoor

Cllir JE Holmes

83
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2.1.2 Administrative Governance Structure

Ms Thembeka Cibane, the accounting officer since November 2017, leads the municipality's administrative leadership. General Managers selected under Section
56 of the Local Government: Municipal Systems Act No. 32 of 2000 assist the Municipal Manager. The uMngeni Municipality is divided into five departments,
each of which is led by a General Manager who directly reports to the Municipal Manager.

UNITS - IDP & PMS,

Communications, Youth
Services and Internal Audit

1
ECONOMIC
DEPARTMENT FINANCE COMMUNITY TECHNICAL
S CORPERATE SERVICES SERVICES SERVICES SERVICES R e T
Administration Revenue Soqial Electricity Tow_n
Services Planning
Human Resources Bl;?]get Waste Roads and Environmental
and Labour Relations Assets Management storm-water Management

IcT Supply Chain Parks and Vehicle Plant Building
Management Gardens and Equipment Inspectorate
Protection Contracts Local
Expenditure Services and PMU Economic
Development

Traffic
Management

18| Page



a)  Senior Administration

Table 3 below details key members of the administration who assisted the Municipality's political

administration in carrying out its Constitutional mandate: -

Table 3: Senior Administration

List of Senior Administrative Officials and Functions
Name of Designation Portfolio Performance No. performance
official Committee agreement signed reviews

Yes/No conducted

Ms Municipal Manager | Executive Yes 0
Thembeka Committee
Cibane
Mr S General Manager: | Management Yes 0
Buthelezi Corporate Services
Mr M Hloba | Chief Financial Finance Yes 0

Officer
Ms S General Manager: | Economic Yes 0
Dlamini Economic Development

Development and | and Planning

Planning
MrV General Manager: | Technical Yes 0
Mboyana Technical Services
Mr B General Manager: | Community Yes 0
Mpanza Community

Services

b)  Administrative Committees

Table 4: MANCO Members

MANCO

Thembeka Cibane (Chairperson)

Mzi Hloba

Sinenhlanhla Dlamini

Sandile Buthelezi

Bongani Mpanza

Vusi Mboyana

Management Committee

The Municipal Management Committee (MANCO)
is in charge of ensuring that Council's day-to-day
operations are carried out in accordance with the
overall functions and strategic goals of Council.
MANCO held 10 meetings in the year under

review, which was one less than the previous

financial year. The MANCO also held meetings that involved middle management and a wide range of

issues are discussed from municipal polices to the preparation of the annual budget, IDP and more.
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Table 5: JMPT Members

Joint Municipal Planning Tribunal Members

Mr TG Nkosi (Chairperson - Private)

Mr A Lax (Private)

Mr JA Forbes (Private)

Mr ML Povall (Private)

Mr SG Sithole (Private)

Mr ML Mkhize (Private)

General Manager: Economic Development and

Planning (uMngeni LM)

Manager: IDP & PMS (uMngeni LM)

Manager: Town Planning (uMngeni LM)

Joint Municipal Planning Tribunal

To provide for the adoption and amendment of
the Municipality’s land use scheme and provide
for applications for municipal planning approval.
This is a Joint Committee also serving the family
of six municipalities in the uMgungundlovu
District. In the year under review, the committee
considered 11 applications from uMngeni
Municipality with two appeals received. The
appeals are pending final decision by the

Municipal Appeals Authority.

2.2 Component B: Intergovernmental Relations (IGR) Intergovernmental Relations

Intergovernmental relations (IGR) refer to the intricate and interdependent relationships that exist

between various spheres of government. Intergovernmental relations can also refer to the fiscal and

administrative mechanisms by which government entities share revenues and other resources.

Intergovernmental relations are thus a collection of official and informal processes, institutional

arrangements, and institutions that facilitate bilateral and multilateral cooperation within and between

the three spheres of government. It is critical to remember that the effectiveness of intergovernmental

interactions is contingent upon the level of participation of the system's main role players, and that the

extent of engagement, whether competitive or cooperative, ultimately determines the system's

ontological state. As shown in the table below, the municipality was involved in and participated in the

following IGR structures.

Table 6: IGR Forums
District & Provincial IGR

Planning And Development Cluster

Gitoc

District Communicators Forum
Municipal Managers’ Forum
Mayors’ Forum

Provincial IDP Alignment Forum

Munimec
uMgungundlovu IDP Representative Forum

No. of meetings

No. of meetings 2019/20

2020/21

2 3
4 4
24 24
0 4
0 2
1 1
1 4
2 2
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The Municipality will prioritize continuous involvement in these forums to guarantee continued alignment

among all levels of government in the provision of various services to communities.
2.3 Component C: Public Accountability and Participation

To ensure accountability and governance arrangements are in place, Section 121(2) (c) of the MFMA
supports the requirements of Section 18(1) (d) of the MSA: information on matters of governance should
be communicated to communities. This should, according to Sections 65(1) (a) of the MFMA and 46 of
the MSA be undertaken through the compilation and publication of the Annual Report. The purpose of
such an annual report is to promote accountability to communities for decisions taken by the Council

and matters relating to administrative structures, throughout a financial year.
2.3.1 Public Meetings

The culture of community participation as per the Local Government: Municipal Systems Act 32 of 2000
brands this important aspect attached to municipalities as the backbone for the benefit of communities.
The Act says in part compels municipalities to develop a culture of municipal governance that
complements formal representative government with a system of participatory governance, and must

for this purpose-

e encourage, and create conditions for the local community to participate in the affairs of the
municipality;

e participate in the preparation, implementation and review of its Integrated Development Plan
(IDP);

e contribute to building the capacity of the local community to enable it to participate in the
affairs of the municipality,

¢ and for councillors and staff to foster community participation; and use its resources, and
annually allocate funds in its budget, as may be appropriate for the purpose of implementing

the needs of the communities.

Ward Committees, established in accordance with the municipal policy on Ward Committee Elections
and Operations, served as the Council's eyes and ears through Ward Councillors. According to municipal
policy, Ward Committees are intended to meet at least once a month, and Ward Councillors, who serve
as Ward Committee chairpersons, are expected to organize public meetings at least once a quarter.
Ward Councillors had fewer public meetings in the financial year under review than in the previous
financial year, owing to Covid-19 limits on public gatherings. Ward Committee meetings were held on a

quarterly basis during the financial year. Ward Councillors and their Ward Committees also continued to
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communicate community issues to the Speaker's Office and to the Council for implementation. Appendix

C outlines the record of ward and public meetings that took place in the 2020/2021 financial year.
c) IDP Participation and Alignment

The municipal IDP was developed with the statutory mandate for municipalities outlined in Chapter 4 of
the Municipal Systems Act in mind. This was done to ensure not only a participatory IDP mechanism,
but also that it was in line with other government priorities. The agreed upon IDP process was continually
communicated to the communities within the municipality through the ward committees and public
engagement consultative meetings. On the 17th and 18th of March 2020, the municipality held Izimbizo
in all municipal wards to gather input for the review of the 2020/2021 IDP as well as feedback on IDP
implementation. On the 5th of December 2019 and the 21st of February 2020, the IDP Representative
Forum was also held with sector departments. The forum provided a platform for government
departments and agencies to present projects under uMngeni jurisdiction, which were then included in
the IDP Review for the 2020/2021 financial year.

The Municipality's IDP Review for the financial year 2020/2021 received a credit rating of 65%, which
was a 10 percent decrease from the previous financial year. It should be noted that the KZN benchmark
for IDP credibility is 60% and the DCOG National benchmark is 50%. In order to enhance the overall
credibility of the uMngeni IDP, the Municipality must ensure that all CoOGTA MEC comments on IDP
assessments are incorporated into the development of the 5th generation IDP and that key performance
areas such as local economic development, financial viability and management are improved, as these

were the primary areas of concern that contributed to the 10% decrease.
2.4 Component D: Corporate Governance

2.4.1 Risk Management

Risk Management is a systematic and formalized process of organizing information to support a risk
decision within a Risk Management process. Currently, the municipality lacks a risk management
professional, which limits our ability to plan and monitor the risk environment efficiently. The KZN
Treasury however provided senior and middle management with some capacity training on enterprise
risk assessment and risk development strategy on 9th April 2021. The training was designed to equip

municipal officials with basic risk management skills.

In risk management, risk identification is a deliberate and systematic effort to identify and document the
municipality’s key risks. The objective of risk identification is to understand what is at risk within the

context of the organization's explicit and implicit objectives and to generate a comprehensive inventory
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of risks based on the threats and events that might prevent, degrade, delay or enhance the achievement
of the objectives. Table 7 below summarizes the municipality's top five risks as identified in its most

recent Risk Register that compiled during the 2020/2021 financial year. The status has not changed from

the previous financial year, which is a cause for concern.

Table 7: Top 5 Risks
No Risk

1

Description
Finance

Technical
Services

Finance

Economic
Development
and Planning

Community
Services

Risk Description

High electricity losses
(financial)

High electricity losses
(infrastructure)

Poor debt collection

Non-compliance of
municipal buildings with
National Building
Regulations

Poor disaster management
systems and procedures

Mitigating action

Amend indigent policy to
be in line with the
national treasury
directives

Indigent register to be
submitted to AGSA for
verification

Amend Eskom contract
to be in line with
national treasury norms
and directives

Review tariffs structure
Appoint a technical team
to monitor and audit
technical losses
Advance metering
infrastructure

Cost of supply study
Approve electricity
maintenance strategy
and plan

Conversion of
conventional meters to
prepaid

Consumer education
Incentive for payment of
debt

Terminate all with non-
performing attorneys
Budget for renovation to
be compliant

Review disaster
management and
business continuity
plans

Training of staff

Status

Not yet
commenced

Not yet
commenced

Not yet
commenced

Not yet
commenced

Not yet
commenced
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a) Risk Management Committee

The Risk Management Committee is established to assist Council with its risk governance
responsibilities. This would be to formulate, promote and review the risk management objectives,
strategy and policy and to monitor the process at all levels of the municipality. The Chairperson of this
committee is Ms. N Mhlongo. The committee did not convene any meetings in the 2020/2021 financial

year due to internal capacity constraints linked to a vacant position of the Risk Management Officer.
b)  Anti-corruption and fraud

The municipality has an Anti-Fraud and Corruption Policy in place that addresses the prevention,
detection, and management of fraud and corruption, as well as the fair handling of fraud and corruption-
related concerns. It seeks to increase public awareness of fraud and corruption and to promote their
prevention in the uMngeni Local Municipality environment, as well as to provide guidelines on how to
report suspected fraud and corruption and how that report will be investigated. Table 8 below

summarizes the year under review on issues related to corruption and fraud.

Table 8: Corruption and Fraud Cases

No Case description 2020/2021  2019/2019 Outcome

1 Number of cases received 0 2 100% decrease

2 Number of cases carried forward 0 7 100% decrease
from prior year

3 Number of cases completed 0 5 100% decrease
during that financial year

4 Cases carried forward from prior | 0 6 100% decrease
year completed

5 Total cases completed in current 0 3 100% decrease
year

6 Number of dismissals and 0 6 dismissals and 2 = 100% decrease
resignations emanating from resignations
investigations

7 Number of arrests 0 3 100% decrease

8 Criminal cases opened 0 3 100% decrease

c)  Supply Chain Management

Section 111 of the MFMA, mandates that each municipality to have and implement a supply chain
management policy which gives effect to the provisions of the Act. The Act further stipulates that the
supply chain management policy of a municipality must be fair, equitable, transparent, competitive and
cost-effective. Council adopted the uMngeni Supply Chain Management Policy on the 30th of May 2020

for the 2020/2021 financial year. The functionality of the bid committees are outlined below.
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Table 9: Bid Specification Committee

Bid Specification Committee

Nonto Nzuza (Chairperson)

Patrick Ntombela

Don Mtshali (Deceased)

Londiwe Mkhize

Sandile Makhaye

Phakamani Nxele

Bid Specification

The bid specification committee is in charge of
compiling and preparing proposals for the
municipality's purchase of products and services,
as outlined in the Supply Chain Management
Policy. The committee held three meetings in the

2020/2021 financial year which was a decrease

of 82 percent from the previous year when 17 meetings were held. The committee provided bid

specifications to six bids in the year under review.

Table 10: Bid Evaluation Committee

Bid Evaluation Committee

Delani Madondo (Chairperson)

Bongeka Mntambo

Mbo Zungu

Nomusa Molefe

Thando Mgaga

Bid Evaluation

This committee's responsibility is to review bids
in compliance with the requirements outlined in
the initial tender specification, as well as to
perform such an assessment in accordance with
the Supply Chain Management Policy. The
committee held three meetings in the 2020/2021

financial year, which was a decrease of 82 percent from the previous year when 17 meetings were held.

The committee evaluated six bids in the year under review.

Table 11: Bid Adjudication Committee

Bid Adjudication Committee

Mzi Hloba (Chairperson)

Sinenhlanhla Dlamini

Sandile Buthelezi

Bongani Mpanza

Vusi Mboyana

Bid Adjudication

The bid adjudication committee must consider
the study and conclusions of the bid evaluation
committee. The bid adjudication committee
makes recommendations for final award to the

municipal manager for final awarding. The

committee held four meetings in the year under review, which was a decrease of 76 percent from the

previous financial year when 17 meetings were held. The committee adjudicated six bids, and the

accounting officer approved them without any objections received from the bidders. The awards related

to appointment of civil engineering consultants, panel of new electrical works contractors, transportation

of hazardous leachate from landfill site, panel of new civil roads contractors, supply and erect vendor

shelters, occupational medical practitioners and lastly panel of general building contractors. Bids

awarded by the accounting officer in excess of R200,000 are listed in Table 12 below.
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Table 12: Tenders Awards

AWARD CONTRACT END
CONTRACT NO. | DEPARTMENT COMPANY/PANEL AWARDS DATE AMOUNT DATE
Technical & All DLV Project Managers and
ULM 008/19/20 | departments Engineers (Pty) Ltd 05-Nov-20 10,50% 04-Nov-23
Technical & All
ULM 008/19/20 | departments TPA Consulting CC 05-Nov-20 10,50% 04-Nov-23
Technical & All MAP Africa Consulting
ULM 008/19/20 | departments Engineers 05-Nov-20 10,50% 04-Nov-23
UMN 02/2020 Technical Sbhusisiwe Contractors CC 13-Nov-20 per BOQ 12-Nov-23
UMN 02/2020 Technical Rock Powerline Electrical CC 13-Nov-20 per BOQ 12-Nov-23
UMN 02/2020 Technical ZML Africa Projects CC 13-Nov-20 per BOQ 12-Nov-23
R 118 632,50 (per
UMN 05/2020 Technical Trank Trading (Pty) Ltd 05-Nov-20 100 000 L cycle) 04-Nov-23
UMN 08/2020 Technical S4H Civils (Pty) Ltd 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical Mbovu Dynamics 16-Nov-20 as per allocation 15-Nov-22
Mela Okuhle Trading Enterprise
UMN 08/2020 Technical CcC 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical Buchule t/a SNA Construction 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical SZS Construction & Plant Hire 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical Lethokuhle Investments CC 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical Daleka Trading Enterprise CC 16-Nov-20 as per allocation 15-Nov-22
Majiki Construction and Plant
UMN 08/2020 Technical Hire 16-Nov-20 as per allocation 15-Nov-22
UMN 08/2020 Technical Amagents Construction 16-Nov-20 as per allocation 15-Nov-22
MMG Projects and Trading (Pty)
UMN 08/2020 Technical Ltd 16-Nov-20 as per allocation 15-Nov-22
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AWARD CONTRACT END

CONTRACT NO. | DEPARTMENT COMPANY/PANEL AWARDS DATE AMOUNT DATE
UMN 08/2020 Technical Ngelizwe Trading CC 16-Nov-20 as per allocation 15-Nov-22

Mela Okuhle Trading Enterprise
UMN 09/2020 Technical CC 16-Nov-20 as per allocation 15-Nov-22

Group Ywo Trading Enterprise
UMN 09/2020 Technical CC 16-Nov-20 as per allocation 15-Nov-22

once - off

UMN 12/2020 Planning & LED Ndalovision Trading 21-Jun-21 R 409 274.00 construction project
UMN 03/2021 Corporate TMM Med Health Inc. 21-Jun-21 R 500 per patient 20-Jun-22

d)

By-laws and policies

The municipality enforces several bylaws to uphold our communal ideals as well as preserve our

customers' wellbeing and safety. There were no new by-laws promulgated however, in Table 13 below

is a list of policies adopted by the uMngeni Council in the year under review

Table 13: uMngeni Policies
POLICIES
Asset Management Policy

Budget Policy

Debt Collection and Credit Control Policy
Indigent Policy

Rates Policy

Tariff Policy

Expenditure Management

Policy

Insurance Policy

Petty Cash Management

Policy

Supply Chain Management Policy
Overtime Policy

Travel Policy

Leave Policy

Cellphone Allowance Policy for

Municipal Employees

Policy on in-service Training, Volunteerism,
Internship and Leanerships

ADOPTION DATE

28 May 2021
28 May 2021
28 May 2021
28 May 2021
28 May 2021

28 May 2021
28 May 2021

28 May 2021
28 May 2021

28 May 2021

28 May 2021
28 May 2021

28 May 2021

28 May 2021
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POLICIES ADOPTION DATE

Fleet Management Policy 28 May 2021

&

Procedures

Immovable Property 28 May 2021

Disposal Policy and Framework 28 May 2021
e) Website

A website can help a municipality in a variety of ways, from providing critical information to accepting
online payments. However, making a website that is not readily accessible and interactive is pointless.
Residents demand information on the go these days, and since mobile web access is quickly becoming
the standard for all websites, they expect it from their municipality as well. Websites, email, bulk SMS,
and social media will make it simple for the municipality to communicate with community members and

thereby increase public engagement.

The municipality has a website that has been up and running for a number of years, as required by
Section 21 (b) of the Municipal Systems Act. It is essential for the municipal website to include official
record documents such as the IDP, Budget, SDBIP, Policies, Annual Report and any other document as
required by legislated requirements. The table below outlines the publishing status of all legislated

documents in the municipal websites for the year under review.

Table 14: Documents Published
MUNICIPAL WEBSITE: CONTENT AND CURRENCY OF MATERIAL FOR

2020/21

Documents Published on the Municipal Website

Document Name Yes / No
Current annual adjustment budget and all budget related = Yes
documents

IDP and related documents Yes

All Current budget Policies Yes

The previous annual reports 2019/2020 Yes

All current performance agreements required in terms Yes
of section 57 (1) (b) of the Municipal Systems Act and
resulting scorecards.

All service level agreements 2020/2021 No
All long term borrowings contracts 2020/2021 No
All supply chain management contracts above a Yes

prescribed value for 2020/2021
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Any information statement containing a list of assets Yes
over a prescribed value that have been disposed of in

terms of section 14 (2) or (4) during 2020/2021

Public Private Partnership agreements referred to in N/A
section 120 made in 2020/2021

All quarterly reports tabled in Council in terms of Section Yes
52 (d) Section 71 during 2020/2021

Any other information required in terms of Section 75 of = Yes
the Municipal Finance Management Act.

f) Public Satisfaction on Municipal Services

The Municipality has not conducted any customer satisfaction surveys due to the limited financial and
non-financial resources. The customer satisfaction survey conducted in the Municipality was in 2015 in

collaboration with the province of KwaZulu Natal, leveraging Stats SA's expertise and resources.

The survey's goal was to learn how people rate the services delivered by their provincial and local
governments in order to evaluate service delivery efficiency, inform improved service delivery, and
provide a forum for citizen engagement. The customer satisfaction survey findings were expected to
promote greater cooperation between residents and local government institutions while setting a
benchmark and goals to monitor progress in the future from a communication standpoint. The new
Council has prioritized conducting customer satisfaction surveys, and the more recent results of such

surveys will be communicated in future annual reports.
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CHAPTER 3
Service Delivery Performance
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3.1 Introduction

The uMngeni Local Municipality Annual Performance Report is hereby submitted in terms of Section 45
(b) of the Local Government: Municipal Systems Act (MSA), 32 of 2000. The report covers performance
information from 01 July 2020 to 30 June 2021 and focuses on the implementation of the Service
Delivery Budget and Implementation Plan (SDBIP), in relation to the objectives as encapsulated in the

Municipality’s Integrated Development and Plan (IDP).

The report is a reflection of the actual performance of the Municipality as measured against the
performance indicators and targets in its Integrated Development Plan (IDP) and Service Delivery and
Budget Implementation Plan (SDBIP) for the financial year ending June 2021. The report focusses on
service delivery on a service-by-service basis. It considers municipal performance derived from IDP
goals, objectives and strategic focus areas translated into the SDBIP and presents data on community

needs and resource deployment.

It reports on National Treasury recommended set of indicators to provide a basic set of key comparative
data to be amassed from all relevant municipalities. The report also reports on other indicators related
to the municipality’s strategies not recommended by National Treasury. The service delivery issues are
structured, captured and reflected under each priority as contained in the IDP to allow for easy

comparisons on achievements against SDBIP.

In order for the Municipality to comply with Section 45 (b) of the MSA, it is generally recommended that
the Annual Performance Report (APR) be submitted together with the Annual Financial Statements two

months after the end of the financial year.
3.2 Legislative Framework

Section 46 of Municipal Systems Act (MSA), No. 32 of 2000 requires Council to comply with the
provisions of the said legislation and to annually prepare a performance report. The format and structure
of the report is determined according to the said section of the legislation and other National Treasury

guidelines, which have been utilised in the uMngeni 2020/2021 Annual Performance Report (APR).

Section 46 (1) of the MSA stipulates that a municipality must prepare for each financial year an annual

report consisting of: -

(a) A performance report reflecting—
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i) The municipality’s and any service provider’s performance during that financial
year, also in comparison with target of and with performance in the previous
financial year.
i) The development and service delivery priorities and the performance targets set by
the municipality for the following financial year; and

iii) Measures that were or are to be taken to improve performance

3.3 Performance Management Processes

Performance management is defined as a strategic approach to management which equips leaders,
managers, employees and stakeholders at different levels with a set of tools and techniques to regularly
plan, continuously monitor, periodically measure and review performance of the organization in terms

of indicators’ and targets’ efficiency, effectiveness and impact.

The operation of PMS enables implementation of IDP through PMS monitoring, implementation and
reporting tools. Implementation of IDP over a single financial year is given effect through a Service
Delivery Budget Implementation Plan (SDBIP) and performance agreements of Municipal Manager and
S56 Managers. The focus of the SDBIP is both financial and non-financial measurable performance

objectives in the form of service delivery targets and other performance indicators.

The SDBIP is essentially a management and implementation tool which sets in-year information, such
as quarterly service delivery and monthly budget targets, and links each service delivery output to the
budget of the municipality, thus providing credible management information and a detailed plan for how

the municipality will provide such services.

Performance planning commences with the development or review of the Integrated Development Plan,
at the beginning of the term of council or as part of annual review of IDP. IDP constitutes an important
part of PMS and it is important to integrate work done during review of IDP into PMS and ensure that

PMS is an extension of IDP.

The 2020/2021 Integrated Development Plan Review was developed and adopted by Council on 30 June
2020. The SDBIP informed by IDP objectives was signed and approved by the Mayor on 14 July 2020.
The key performance areas and indicators of performance contained in the SDBIP were cascaded into
departmental SDBIP, and further into individual (S56/57 Managers) SDBIP which ensures appropriate

alignment between organizational and individual performance.
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3.4 Performance Summary

This report contains highlights from the key performance measures included in the 2020/2021 IDP
Review. These priority measures constitute the municipal scorecard for 2020/2021 financial year. The
results are assessed using traffic light criteria, according to their performance against improvements

targets.

The report presents the year-end performance results for 2020/2021. The high level performance of the
municipality in the year under review captures the overall performance summary in relation to the 143
key performance indicators which formed part of the 2020/2021 Service Delivery and Budget

Implementation Plan (SDBIP) derived from the municipal IDP objectives.

In relation to the 2020/2021 financial year end (30 June 2021) performance results, the final position
shows 59% of targets have been achieved, improved by 16% from the 2019/2020 financial year. Targets

that were not achieved decreased by 23% to 34% in the year under review.
The best performing Key Performance Areas (KPAs) in the year under review are as follows:

i) Municipal Transformation and Organisational Development — achieved 53% of the set targets
ii) Basic Service Delivery — achieved 40% of the set targets

i) Local Economic Development — achieved 64% of the set targets

iv) Good Governance and Public Participation — achieved 70% of the set targets

v) Financial Viability and Management — achieved 61% of the set targets

vi) Cross Cutting - achieved 64% of the set targets

A graphical breakdown below of the Municipality’s SDBIP for the period 2018/2019 to 2020/2021:

Three year performance

60% EX
50% 49% |:| i
40% i :
30%
20%
10%

0%

S —

2018/2019 2019/2020 202072021

M Achieved m@Partially achieved @ Not achieved

Figure 1: Three Year Perfomance
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3.5 Performance and Supporting Information

The performance management system of the municipality is guided by the national Key Performance
Areas (KPA’s) as outlined in the Local Government: Municipal Planning and Performance Management
Regulations (2001) and these inform the municipal strategic focus areas and ultimately the key
performance indicators as reflected in the Service Delivery and Budget Implementation Plan (SDBIP)

scorecard for the 2020/2021 financial year. Listed below are the national KPA’s:

i) Municipal Transformation and Organisational Development
ii) Basic Service Delivery and Infrastructure

iii) Local Economic Development

iv) Financial Viability and Management

v) Good Governance and Public Participation

vi) Cross Cutting

The table below provides a framework of the uMngeni Local Municipality’s goals, objectives and strategic

focus areas as contained in the IDP and aligned to the above-mentioned national key performance areas.

Table 15: IDP Goals, Objectives and Strategic Focus Areas
KPA 1 - MUNICIPAL TRANSFORMATION AND ORGANISATIONAL DEVELOPMENT

IDP GOAL OBJECTIVE STRATEGIC FOCUS AREA
1.1 Human resource | 1.1.1 To create a conduce 1.1.1.1 Strengthening the internal
development and working environment for all bargaining structure
management employees 1.1.1.2 Enhance and maintain good labour
relations between employees and
employer

1.1.1.3 Implementation of EAP
programmes to support the wellbeing of

employees
1.1.2 Promote employment 1.1.2.1 Compliance and monitoring of the
equity Employment Equity Plan
1.1.3 Enhance human resource | 1.1.3.1 Development and implementation
management of the human resource development
strategy

1.1.3.2 Review and implementation of the
skills development plan in line with
municipal priorities

1.1.3.3 Institutionalise the Batho Pele
principles in order to achieve customer
satisfaction

1.1.3.4 Enhance youth development
services

1.1.4 Utilisation of information | 1.1.4.1 Review and implementation of the
technology for effective service | IT Governance Framework

delivery
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1.1.4.2 Increase stability and availability of
ICT services

KPA 2 - BASIC SERVICE DELIVERY AND INFRASTRUCTURE

IDP GOAL

OBJECTIVE

STRATEGIC FOCUS AREA

1.2 Integrated
human settlements
and strategic
infrastructure

1.2.1 Provision of quality
housing

1.2.1.1 Eradicate informal settlements and
housing backlogs

1.2.2 Provision of quality public
transport infrastructure
including roads and storm-
water

1.2.2.1 Development and management of
roads and storm-water systems

1.2.2.2 Development and management of
public transport infrastructure facilities

1.2.3 Access to electricity
supply

1.2.3.1 Management of electricity
supply to all households and businesses

1.2.4 Solid waste management

1.2.4.1 Development and management of
integrated waste management systems

1.2.5 Management of municipal
parks and gardens

1.2.5.1 Develop and maintain sports and
recreational facilities

1.2.5.2 Maintenance of all municipal open
spaces

KPA 3 - LOCAL ECONOMIC DEVELOPMENT

IDP GOAL

OBJECTIVE

STRATEGIC FOCUS AREA

1.3 Job creation

1.3.1 Increase employment and
entrepreneurial opportunities

1.3.1.1 Promotion of business and
industrial investment

1.3.1.2 Forge public-private partnerships
for local economic development

1.3.1.3 Support further development of
the tourism sector

1.3.2 Inclusive socio-economic
development

1.3.2.1 Support the growth of SMMEs

1.3.2.2 Support emerging farmers whilst
promoting diversification in the
agricultural sector

1.3.2.3 Promote and support the informal
and township economy

1.3.2.4 Facilitation of business expansion
and retention

1.3.2.5 Continuous review and
implementation of the LED Strategy

KPA 4 - FINANCIAL VIABILITY AND MANAGEMENT

IDP GOAL OBJECTIVE STRATEGIC FOCUS AREA

1.4 Financially 1.4.1 Compliance with financial | 1.4.1.1 Provide for strategic budgeting in
sound and legislation and policies line with IDP priorities

sustainable 1.4.1.2 Develop transparent processes in
municipality the procurement of goods and services

1.4.1.3 Obtain a credible audit outcome by
the Auditor-General

1.4.1.4 Facilitate support to indigent
residents of the municipality
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1.4.2 Increase and enhance
revenue collection

1.4.2.1 Develop and implement a revenue
enhancement strategy

1.4.2.2 Rates and electricity bills must be
accurate in order to ensure timeous
payment by residents

1.4.2.3 Collect all debt on debtors
timeously

1.4.2.4 Identify and implement diversified
revenue streams

1.4.3 Improve asset
management

1.4.3.1Continuous implementation and
monitoring of the asset management
policy

1.4.3.2 Compile and frequently review the
asset register in line with GRAP

1.4.3.3 Development and implementation
of an efficient and effective fleet
management system

1.4.3.4 Develop, maintain and upgrade
municipal community facilities

KPA 5 - GOOD GOVERNANCE AND PUBLIC PARTICIPATION

IDP GOAL OBJECTIVE STRATEGIC FOCUS AREA
1.5 Good corporate | 1.5.1 Adherence with all 1.5.1.1 Develop and review a credible and
governance legislative mandates implementable integrated development

plan

1.5.1.2 Ensure the functioning of all
council committees

1.5.1.3 Provide support to all council
oversight committees

1.5.1.4 Review and implement all
applicable municipal policies and by-laws

1.5.2 Promote participatory
governance and multi-
stakeholder engagements

1.5.2.1 Implementation and monitoring of
the municipal communication strategy
1.5.2.2 Ensure participation in all relevant
IGR structures

1.5.2.3 Encourage all our social partners
to participate in municipal affairs

1.5.2.4 Support and implement applicable
national, provincial and district initiative

1.5.3 Effective organisational
performance management

1.5.3.1 Review and implementation of the
Performance Management Framework

system
KPA 6 —- CROSS CUTTING
IDP GOAL OBJECTIVE STRATEGIC FOCUS AREA

1.6 Spatial planning
and environmental
sustainability

1.6.1 Ensure integrated
development and spatial
planning

1.6.1.1 Develop and review municipal
spatial development framework

1.6.1.2 Identify and develop local
settlement plans in both urban and rural
areas

1.6.2 Regulation of land use

management

1.6.2.1 Implementation of the municipal
SPLUMA By-laws
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1.6.2.2 Provision of support to Tribal
Authority on land use management

1.6.3 Conservation and
management of natural
resources

1.6.3.1 Protection of wetlands and water
courses

1.6.3.2 Protection of biodiversity

1.6.3.3 Develop and comply with a
strategic environmental assessment

1.6.4 Disaster Management

1.6.4.1 Annually review and implement
Disaster Management Plan as per
legislative provision

3.6 Service Delivery and Budget Implementation Plan Scorecard

The Service Delivery and Budget Implementation Plan (SDBIP) is developed based on six Key

Performance Areas (KPA) as set by National Treasury and IDP goals, Objectives and Strategic Focus

Areas as set by Council in the approved Integrated Development Plan (IDP). The municipal scorecard

Appendix 1 is a reflection of the 6 KPA’s and uMngeni’s 2020/2021 priority indicators and enables a

wider assessment of how the municipality performed in the year under review. The scorecard captures

the departmental performance indicators for the year under review and was compiled by Senior

Management and formed part of their performance agreements. The SDBIP was prepared and approved

by the Mayor on 14 July 2020. At a meeting held on 24 February 2021, Council approved the following

adjustments to the SDBIP Scorecard:

Table 16: 2020/21 SDBIP Adjustment
DEPARTMENT KPls REMOVED

Technical Services Upgrade of Joe Sithole Street
Upgrade of Field Road

REASON
Budget Constrains
Budget Constrains

Resurfacing of Burns Wick, Russel and = Budget Constrains

Rivers Streets

Upgrade of Emaromeni Road
6th & 10th Street Japan
Upgrade of Fuze Street

Budget Constrains
Budget Constrains
Budget Constrains

Economic Facilitate the Economic Development This target involves gathering of

Development & Summit
Planning

individuals in one space and
SMMEs showcasing their
products to potential customers,
due to covid-19 regulations it is
not possible to plan for such
event

Development of SMME and No precedent in any other
Cooperatives Policy for approval by municipality of what an SMME
Council policy should contain or how it is
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DEPARTMENT
Technical Services

Community Services

Table 17: SDBIP Budget Adjustments

KPIs ADDED
Roads gravelled

Installation of stormwater

Purchasing of Covid Water
Tanks Stands

Purchasing of Plant for Landfill
Site

Midlands phase 5

Library books in circulation

different from the approved
strategy
REASON
Identified as an important
target through the
reprioritisation process
Identified as an important
target through the
reprioritisation process
Response to Covid-19
pandemic
Identified as an important
target through the
reprioritisation process
Identified as an important
target through the
reprioritisation process

budget spent

OPEX - 20170619021377

KPA 1
KPI PREVIOUS BUDGET NEW BUDGET
Implementation of EAP R274 961 R50 000
programmes OPEX - 20170619021375 OPEX - 20170619021375
% of Workplace Skills Plan | R389 573 R44 787

OPEX - 20170619021377

KPA 2

Roads resurfaced

R2 327 130 & R7 000 000
OPEX - 20200720980981 &
20201008025807

R2 327 130 & R4,300,000
OPEX - 20200720980981 &
20201008025807

Squaremeters of potholes
fixed

R2 327 130 & R7 000 000
OPEX - 20200720980981 &
20201008025807

R2 327 130 & R4,300,000
OPEX - 20200720980981 &
20201008025807

Construction of Mare

R2 327 130 & R7 000 000

R2 327 130 & R4,300,000

connected to electricity
supply

OPEX - 20180716061810

Street Walkway OPEX - 20200720980981 & OPEX - 20200720980981 &
20201008025807 20201008025807

Construction of roads and | R856 038 R2 700 000

storm-water (Ekuthuleni CAPEX CAPEX -

Road)

Households newly R8 000 000 R5 000 000

OPEX - 20180716061810

KPA 3

Facilitate the Economic
Development Summit

R206 900
OPEX - 20170710031995

R103 450
OPEX - 20190710031995
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Facilitation of tourism
leanership and internship
programmes

R384 000
OPEX - 202007720980997

RO
OPEX - 202007720980997

Development of SMME and
Cooperatives Policy for
approval by Council

R149 361
OPEX-2010619021930

R99 361
OPEX-2010619021930

assessment of asset
register (audited by AG
and noted by Council)

OPEX - 2017061902166

KPA 4
Sitting of Audit Committee | R170700 R368 700
OPEX - 20170619021468 OPEX - 20170619021468
Annual verification and R2 000 000 R1 709 962

OPEX - 20170619021661

OPEX -20180716061817

Maintenance of municipal | 715504 R1 015 505 & R614 901
buildings OPEX- OPEX- 20200720980968 &
20200720980970
Construction of Khanya R 4 566 271 R3 500 000
Village Community Hall CAPEX -
KPA 5
Municipal Newsletter R600 000 R300 000
OPEX - 20170619021457 OPEX - 20170619021457
IDP Pamphlet R200 000 R200 000
OPEX - 20170619021457 OPEX - 20170619021457
Service Delivery Booklet R200 000 R325 000
OPEX - 20170619021457 OPEX - 20170619021457
Printing of Annual Report | R200 000 R325 000
OPEX - 20170619021457 OPEX - 20170619021457
KPA 6
Disaster Awareness R100 000 RO
Campaigns OPEX - 20180716061817 OPEX - 20180716061817
Disaster Incidents R400 000 R346 255

OPEX - 20180716061817

The municipality is required to develop Key Performance Indicators (KPIs) based on projects identified
in the IDP and budgeted for in the current financial year. The development of KPIs and the setting of
targets follow a SMART principle; i.e. targets must be Specific, Measurable, Attainable, Realistic and
Time-bound. Quarterly targets are set to enable monitoring and evaluation of performance on a quarterly
basis. Extreme caution is taken during this process to ensure alignment of the SDBIP to the approved
IDP and Budget. The Performance Management System (PMS) of uMngeni Municipality is guided by the
Municipal Finance Management Act (MFMA) No. 56 of 2003, Municipal Systems Act (MSA) No. 32 of
2000, Municipal Planning and Performance Management Regulations, 2001 and the PMS Framework of

uMngeni Municipality as developed by the PMS Manager, approved by Council and reviewed annually.
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The performance report is based on measures included within the municipal scorecard and incorporates
143 priority key performance indicators that are financial and non-financial. The targets were agreed
upon at various municipal structure levels and formed part of the performance agreements of the S56/57
managers. Some of the priority measures contained at the start of the financial year SDBIP scorecard
were either removed, reviewed or adjusted during the mid-year budget adjustments period due to
financial constraints or otherwise in order to meet legislative or SMART requirements. Data analysis is

conducted for each key performance indicator (KPI) and each KPA using indicators described below:
Analysis indicators:

Achieved - Set target was achieved and relevant POE was submitted
Partially achieved - Set target was achieved at 80% and above with a shortfall of 20% or less

Not achieved - Set target was not achieved or evidence was not submitted or submitted evidence was
not authentic.

3.7 Key Perfomance Area Assessment
A comparative performance analysis for two previous financial years is recorded below per KPA. Please

see Appendix A of this report for a detailed breakdown of all key performance indicators and levels of

performance.
3.7.1  KPA 1 - Municipal Transformation and Organisational Development

This KPA measures municipal level success in the delivery of organisational design, employment equity

and skills development.

Table 18: Municipal Transformation and Organisational Development Perfomance

2019/2020 2020/2021

OUTCOME

15 N/A

Total planned KPls 14

Achieved targets 6 (43%) 8 (53%) 10% improvement

Unachieved targets 8 (57%) 7 (47%) 10% improvement
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Municipal Transformation and Organisational Development
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Figure 2: Municipal Transformation and Organisational Development Trend Analysis

Perfomance Highlight

i) Review of Service Delivery Charter and Standards
i) Financial support offered to youth on tertiary registration fees
iii) Support of the youth through driving learners and license programme
Challenges
i) The labour relations component of ensuring regular meetings with the labour union

needs to improve as no meetings sat in the year which was similar to the previous year
as a result of delays in the election process.
1)) Upskilling municipal employees also needs to be improved in the current financial year,

as only 11% of the budgeted amount was spent in the year under review.
3.7.2 KPA 2 - Basic Service Delivery

This KPA measures municipal level success in the delivery of housing, electricity, solid waste
management, roads and recreational facilities. Even though the target of distributing 400 title deeds was

not achieved, there were however fifty-two beneficiaries who now have security of tenure.

Table 19: Basic Service Delivery Perfomance

2019/2020 2020/2021 OUTCOME
Total planned KPls 16 20 N/A
Achieved targets 4 (25%) 8 (40%) 15% improvement
Partially achieved targets N/A 1 (5%) N/A
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Unachieved targets 12 (75%) 11 (55%) 15% improvement

Basic Service Delivery

Unachieved targets

Partially achieved targets

Achieved targets

0% 10% 20% 30% 40% 50% 60%
m2020/2021 w=2019/2020

Figure 3: Basic Service Delivery Trend Analysis

Perfomance Highlight

i) Issuing of 52 title deeds to social housing beneficiaries thus providing security of
tenure

i) 6.7km of roads were re-gravelled utilising municipal staff thus exceeding the planned
target of 2km

i) Completion of the Ekuthuleni Road project

iv) Installation of storm-water pipes in the CDB to improve drainage system

V) Support of the youth through driving learners and license programme

Vi) Adoption of the Integrated Waste Management Plan
Vii) Reconstruction of the Mpophomeni Stadium almost complete
viii)  Installation of High Masts in Eshiyabazali

iX) There were 127 households newly connected to electricity supply

Challenges

i) The Covid-19 pandemic and the municipal protest actions delayed the completion of
some municipal projects in the financial year

i) A number of housing beneficiaries have not collected their title deeds
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3.7.3 KPA 3 - Local Economic Development

This KPA measures municipal level success on economic growth, poverty alleviation and job creation.

Table 20: Local Economic Development Perfomance

2019/2020 2020/2021 OUTCOME
Total planned KPIs 18 14 N/A
Achieved targets 5 (28%) 8 (57%) 29% improvement
Unachieved targets 13 (72%) 6 (43%) 29% improvement

Local Economic Development

[ #3%)
B [57%)

202072021

7%
e [ 28% |

2019/2020

0% 10% 20% 30% 40% 50% 60% 70% 80%

@ Unachieved targets  m Achieved targets

Figure 4: Local Economic Development Trend Analysis

Perfomance Highlight

i) Review of the Agricultural Sector Plan

i) Assistance provided to emerging farmers through distribution of farming material

iif) Support and regulation of the informal economy through the Review of Informal Economy
Policy & Informal Economy Bylaws

iv) The functioning of the Informal Traders Sub-committee

Challenges

i) The LED Strategy was not reviewed, which impedes the rapid implementation of a responsive
local economic development strategy.
ii) Delays in the appointment of a service provider to replace the Informal Trading Stalls in the

CDB was not achieved due to delays in the appointment
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3.7.4 KPA 4 - Financial Viability and Management

This KPA measures municipal level success in financial viability (balancing revenue sources and

expenditure responsibilities), grant expenditure and management.

Table 21: Financial Viability and Management Perfomance

2019/2020 2020/2021 OUTCOME
Total planned KPIs 42 46 N/A
Achieved targets 19 (45%) 28 (61%) 22% improvement
Partially achieved targets N/A 5 (11%) N/A
Unachieved targets 23 (55%) 13 (28%) 22% improvement

Financial Viability and Management

28%

Unachieved targets

Partially achieved targets If

Achieved targets

0% 10% 20% 30% 40% 50% 60% 70%
®2020/2021 w2019/2020

Figure 5: Financial Viability and Management Trend Analysis

Perfomance Highlight

iif) The average number of days for payment of creditors was on average 18 days which is within
the norm

iv) Debtors collection rate was 92% which is an improvement of 3% from the previous financial
year

v) Operating budget spent was 93% thus savings were realized as a result of cost-cutting
measures.

vi) MIG expenditure was 100%, an improvement of 21% from the previous financial year

vii) Functional Audit Committee with five meetings convened in the financial year

viii) Completion of the construction of the Khanya Village Community Hall — asset management

ix) Completion of the construction of eMandleni Community Hall - asset management
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x) Completion of the construction of the Lions River Community Hall - asset management
xi) Completion of the construction of the Multi-Purpose Centre — asset management
xii) Building of a guard house, toilets, borehole, septic tank and fencing at the Curries Post

Cemetery — asset management

Challenges

i) Due to protest actions in October and delays caused by Covid-19 restrictions, the percentage
spent on repairs and maintenance was only 89%
i) As a result of the Covid-19 pandemic, some customers were unable to meet their debt

obligations.

iif) Electricity revenue losses that have persisted due to electricity theft and unauthorized

connections

3.7.5 KPAS5 - Good Governance and Public Participation

This KPA measures municipal level success in corporate governance, public participation, ward system,

integrated development planning, performance management system, traffic management, accountability

and transparency.

Table 22: Good Governance and Public Participation Perfomance
2019/2020 2020/2021 OUTCOME
Total planned KPls 36 37 N/A
Achieved targets 19 (53%) 26 (70%) 17% improvement
Partially achieved targets N/A 2 (5%) N/A
Unachieved targets 17 (47%) 9 (25%) 17% improvement

Good Governance and Public Participation

25%

Unachieved targets

D

Partially achieved targets 0%

Achieved targets & 3] 53% .

0% 10% 20% 30% 40% 50% 60% 70% 80%
®2020/2021 w=2019/2020

Figure 6: Good Governance and Public Participation Trend Analysis
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Perfomance Highlight

Functionality of Council with 18 meetings having been convened in the financial year
Functionality of EXCO with 9 meetings having been convened in the financial year

Functionality of Portfolio Committee meetings with 26 meetings having been convened in the
financial year

All municipal councillors have embraced the use of technology by utilising virtual platforms for
all Council meetings

Regular report backs to communities through the municipal newsletter

The municipality has been responsive to the Covid-19 pandemic limitations on public

participation and now also utilises social media platforms for communication

vii) With strict Covid-19 restrictions the municipality was able to host communities in various

wards with four 1zimbizo meetings held to present the IDP and Budget

Challenges
i) The Covid-19 pandemic has had a negative impact on the level of public participation
i) The Covid-19 pandemic had a negative impact on the municipality’s ability to conduct outreach
programmes
iii) There are delays on the cascading of performance management system to all levels due to the
non-functionality of the labour union
3.7.6 KPA 6 - Cross Cutting

This KPA measures municipal level success in urban efficiency, spatial planning, development planning

and disaster management.

Table 23: Cross Cutting Perfomance

2019/2020 2020/2021 OUTCOME
Total planned KPls 13 11 N/A
Achieved targets 7 (58%) 7 (64%) 6% improvement
Unachieved targets 5 (42%) 4 (36%) 6% improvement
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Figure 7: Cross Cutting Trend Analysis

Perfomance Highlight

i) The municipal wide land-use scheme was approved Council as per the Spatial Planning and
Land Use Management Act (SPLUMA)
i) SPLUMA applications were processed within legal timeframes

iii) A comprehensive land audit on all municipal owned land was conducted

Challenges

i) Delays in the completion of the Strategic Environmental Assessment (SEA) as a result of

capacity constraints

47 |Page



3.8 Assessment of the performance of External Service Provider

The monitoring of the service provider performance is ensured through the signing of the Service Level Agreement. It is currently being done by user department
levels. The end user department is providing monthly reports to the SCM unit as well. Service providers who fail to perform are reported to SCM and the

necessary action is taken including the termination of the contract or cancellation of an order.

Example:

Assessment Key

The service has been provided at acceptable standards and within the time
frames stipulated in the SLA/Contract

The service has been provided at acceptable standards and outside of the
timeframes stipulated in the SLA/Contract

Satisfactory (S)

The service has been provided below acceptable standards

Table 24: Service Provider Perfomance Assessment

Bid Name of Date Service Value of project Comparison | Assessment of Service Corrective Measures
Number external Contract provided in with Providers Performance

Service Awarded terms of the previous (Current)

Provider SLA year

Previous

ULM DLV Project | 2020-11- Civil RO N/A N/A
008/19/20 | Managers 05 Engineering

and Consultants

Engineers

(Pty) Ltd
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Bid Name of Date Service Value of project Comparison | Assessment of Service Corrective Measures
Number external Contract provided in with Providers Performance
Service Awarded terms of the previous (Current)
Provider SLA year
Previous
ULM TPA 2020-11- Civil R 4713 648,36 N/A
008/19/20 | Consulting 05 Engineering
CC Consultants
ULM MAP Africa 2020-11- Civil RO N/A
008/19/20 | Consulting 05 Engineering
Engineers Consultants
UMN Sbusisiwe 2020-11- Electrical R 938 408,63 N/A
02/2020 Contractors | 13 Works
CC Contractors
UMN Rock 2020-11- Electrical R 16 006 525,35 N/A
02/2020 Powerline 13 Works
Electrical CC Contractors
UMN ZML Africa 2020-11- Electrical N/A
02/2020 Projects CC | 13 Works R 1903 500,85
Contractors
UMN Trank 2020-11- Transportation N/A N/A
05/2020 Trading (Pty) | 05 of Hazardous R 3 818 390,00
Ltd Leachate from
Landfill Site
UMN S4H Civils 2020-11- Civil Roads RO N/A N/A
08/2020 (Pty) Ltd 16 Contractors
(CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN Mbovu 2020-11- Civil Roads R 588 421, 68 N/A N/A
08/2020 Dynamics 16 Contractors
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Bid Name of Date Service Value of project Comparison | Assessment of Service Corrective Measures
Number external Contract provided in with Providers Performance
Service Awarded terms of the previous (Current)
Provider SLA year
Previous
(CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN Mela Okuhle | 2020-11- Civil Roads RO N/A N/A
08/2020 Trading 16 Contractors
Enterprise (CIDB) 3CE or
CC Higher) for a
Period of Two
(2) Years
UMN Buchule t/a 2020-11- Civil Roads RO N/A N/A
08/2020 SNA 16 Contractors
Construction (CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN SZS 2020-11- Civil Roads R 2208 667,77 N/A N/A
08/2020 Construction | 16 Contractors
& Plant Hire (CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN Lethokuhle 2020-11- Civil Roads RO N/A N/A
08/2020 Investments | 16 Contractors
CC (CIDB) 3CE or
Higher) for a
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Bid Name of Date Service Value of project Comparison | Assessment of Service Corrective Measures
Number external Contract provided in with Providers Performance
Service Awarded terms of the previous (Current)
Provider SLA year
Previous
Period of Two
(2) Years
UMN Daleka 2020-11- Civil Roads RO N/A
08/2020 Trading 16 Contractors
Enterprise (CIDB) 3CE or
CC Higher) for a
Period of Two
(2) Years
UMN Majiki 2020-11- Civil Roads RO N/A
08/2020 Construction | 16 Contractors
and Plant (CIDB) 3CE or
Hire Higher) for a
Period of Two
(2) Years
UMN Amagents 2020-11- Civil Roads R 1 566 409,79 N/A N/A
08/2020 Construction | 16 Contractors
(CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN MMG 2020-11- Civil Roads R 936 964,54 N/A N/A
08/2020 Projects and | 16 Contractors
Trading (Pty) (CIDB) 3CE or
Ltd Higher) for a
Period of Two
(2) Years
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Bid Name of Date Service Value of project Comparison | Assessment of Service Corrective Measures
Number external Contract provided in with Providers Performance
Service Awarded terms of the previous (Current)
Provider SLA year
Previous
UMN Ngelizwe 2020-11- Civil Roads R 956 313,08 N/A N/A
08/2020 Trading CC 16 Contractors
(CIDB) 3CE or
Higher) for a
Period of Two
(2) Years
UMN Mela Okuhle | 2020-11- Civil Roads RO N/A
09/2020 Trading 16 Contractors
Enterprise (CIDB) 3CE or
CC Higher) for a
Period of Two
(2) Years
UMN Group Two 2020-11- Civil Roads RO N/A
09/2020 Trading 16 Contractors
Enterprise (CIDB) 3CE or
CC Higher) for a
Period of Two
(2) Years
UMN Ndalovision | 2021-06- Supply and R 409 274.00 N/A N/A
12/2020 Trading 21 Erect Vendor
Shelters
UMN TMM Med 2021-06- Medical RO N/A N/A
03/2021 Health Inc. 21 Practitioners
ULM Group Two 2020-01- Construction of | R 6 638 858,68 N/A
001/19/20 | Trading 03 Khanya Village
Enterprise Community
Hall
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Comparison | Assessment of Service

Bid Name of Date Service Value of project
Number external Contract provided in with
Service Awarded terms of the previous
Provider SLA year
Previous
ULM Majiki 2020-01- Construction of | R6 101 675,00
006/19/20 | Construction | 03 Emandleni
and Plant Community
Hire Pty Ltd Hall
ULM Mela Okuhle | 2020-02- Construction R 6 925 259,29
007/19/20 | Trading 25 Mpophomeni
Enterprise Multipurpose
Hall
ULM Mela Okuhle | 2020-02- Mpophomeni R14781737,49 | N/A
01/2020 Trading 24 Stadium
Enterprise (Rehabilitation
of Sportsfield)
Reg 36 Mathonsi 2020-02- Resurfacing R 3594 126,06 N/A
Investments | 21 Midlands
t/a Dudula Roads Phase 5
Civils
Reg 32 SMM 2020-06- Installation of | R 7 487 068,50 N/A
Trading & 23 Stormwater
Projects pipes in
Howick
ULM Daleka 2020-01- Currys Post R 2790726
005/19/20 | Trading 03 Cemetery
ULM Isigaloh 2020-01- Construction of | R 3891 177
003/19/20 | Progress 03 Ekuthuleni
Street

Providers Performance
(Current)

Corrective Measures

N/A

N/A

N/A

N/A

N/A

N/A

N/A
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Annexure A
APR Scorecard
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Table 25: SDBIP APR Scorecard

MUNICIPAL INSTITUTIONAL DEVELOPMENT AND TRANSFORMATION

To create a
conduce
working
environment
for all
employee

Strengthening Sitting of Local
internal Labour Forum
bargaining (LLF) meetings
structure

N/A
Enhance and Development
maintain good of Labour
labour Relations
relations N/A Programmes
between
employees and
employer

Not
achieved

Election for new

representatives was

delayed due to the

previous voting Awaiting selection GM:
process's flaws. of councillors to CORPORATE
Following that, there serve on the forum. | SERVICES
was a delay in selecting
councillors to serve on
the forum.
GM:
N/A N/A CORPORATE
SERVICES
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Implementation

Implementation

Recruitment of a

of EAP of approved The EAP Officer new EAP Officer
programmes to EAP resigned, and the has been GM:
support the N/A programmes 4 2 Scot:ieve q position remained completed. The CORPORATE
wellbeing of vacant for the first part | backlog will be SERVICES
employees of the financial year. addressed in the
new financial year.
Promote Compliance Development
employment and monitoring and
equity of the submission of
Employment Annual GM:
Equity Plan N/A Employment Jan-21 Jan-21 N/A N/A CORPORATE
Equity Report SERVICES
to Department
of Labour as
legislated
Enhance Review and % of
human implementation Workplace
resource of the skills Skills Plan Not Planned trainings could | Implementation of | GM:
management development N/A budget spent 100% 11% achieved not take place due to 2021/2022 WSP will | CORPORATE
plan in line Covid-19 regulations address the gaps SERVICES
with municipal
priorities
Institutionalise Review of There was an Seeing that there -
the Batho Pele Service agreement that the were delays in :
Principles in N/A Delivery Sep-20 Mar-21 Charter will be done at | sitting of the CORPORATE
order to District level to be meeting to discuss SERVICES
achieve uniform for all local the charter at
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customer
satisfaction

Charter and
Standards

Enhance youth
development
services

All wards

Youth outreach
programmes

All wards

Coordination of
skills
development
programmes
(learnerships)

80

\[o]
achieved

66

All wards

Driving
learners and
license
programme

20

30

All wards

Youth
Database
Assessment

Dec-20

Not

Nil achieved

municipalities under

district level, the

the district municipality
decided not to wait
any longer
OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
The target must be
The programme's based on historical
coordination is subject | trends, and KPI OFFICE OF THE
to the availability of must be excluded MUNICIPAL
programme offered by | from the SDBIP due | MANAGER
sector departments. to the municipality's
lack of control.
The annual budget
allocation aIIode for OFFICE OF THE
the inclusion of an N/A MUNICIPAL
" MANAGER
additional ten people.
The. youth database will The assessment of
be linked o the the youth database
existing IT system, will be facilitated OFFICE OF THE
which must be linked once the municipal MUNICIPAL
to the municipal MANAGER

website to facilitate
youth registration.

website has been
reconfigured.
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All wards

COVID-19
youth
awareness
campaigns

Sep-20

Nil

All wards

Financial
support
offered to
youth on
tertiary
registration
fees

100%

100%

Utilisation of
information
technology for
effective
service
delivery

Review and
implementation
of the IT
Governance
Framework

N/A

Review and
implementation
of the IT
Governance
Framework
(Date of
completion of
identified
programmes)

September
2020 (4
programmes)

1 out of 4
programmes

Increase
stability and

N/A

Sitting of ICT
steering
committee

Not
achieved

Not
achieved

Not
achieved

COVID-19 restrictions

COVID-19
awareness activities
will be conducted

made it difficult to using municipal OFFICE OF THE
. : MUNICIPAL
conduct person to social media
: MANAGER
person campaigns channels and other
means of
communication.
OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
Internal request was Awaitin
submitted to Finance R oint?nent of GM:
SCM in quarter 1. S'vaice o e b | CORPORATE
Awaiting finalization of Y| SERVICES
SCM
SCM processes
The meetings did not A_” items tq be GM:
quorate and had to be dlscussed'm the CORPORATE
rescheduled next meeting SERVICES

scheduled to sit in
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Not
Achieved

Not
Achieved

availability of
ICT services
Monitor the
functioning of
N/A ICT gfflce on 4 4
provision of
services to all
staff members
BASIC SERVICE DELIVERY
Provision of Eradicate
quality housing | informal
settlements
and housing
backlogs
Al wards Issuing of title 400 51
deeds
Coordinate
All wards | Housing 4 3
Consumer

Q1 of new financial
year

GM:

N/A N/A CORPORATE
SERVICES

Staff members have Community

been unable to go to members are

communities to issue encouraged to

title documents as a collect from our

result of the Covid - 19 | offices through

Pandemic, and word-of-mouth and | GM: ECONOMIC

individuals are visiting | notices distributed | DEVELOPMENT

the office less
frequently as a result of

at public places
such as taxi ranks.

AND PLANNING

the fear of contracting | Attempts to
Covid 19. distribute through
Housing Consumer
Workshops done.
There was a 5 Workshops will GM: ECONOMIC
community unrest in be held in the next | pEVELOPMENT

quarter 2 which lead to

financial year
instead of 4.

AND PLANNING
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Education
Workshops

Land
acquisition and
development
planning
approval for
rural
settlement

Jun-21

Nil

N/A

Sitting of
Housing THINK
TANK meetings

Provision of
quality public
transport
infrastructure
including
roads and
storm-water

Development
and
management
of roads and
storm-water

N/A

Review of
roads and
storm-water
management
and
maintenance
plan for
approval by
Council

Jun-21

Nil

Not
Achieved

Not
Achieved

closure of municipal
offices

Adjustments will be
made during mid-
year

Need identified for
preliminary studies to
inform land purchased.

Target moved to
the end on the new
financial year

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

The target could not be
met due to a lack of
internal capacity and
insufficient funding to
review the plan.

The municipality
will seek outside
funding for the
review, which will
be developed by an
outside service
provider. The target
is part of the annual
plan for 2021/2022.

GM: TECHNICAL
SERVICES
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All wards | Roads
resurfaced
8km Nil
All wards | Squaremeters
of potholes
fixed
9000m? 7402m?

Not

Achieved

Partially
Achieved

Following a thorough
examination of the
roads to be resurfaced,
it was determined that
the 8 kilometres
planned will require
capital rather than
operational budgeting.

Due to a lack of
capital funding,
3km of the 8km
target will be
completed in the
new financial year
as part of the road
resealing project
that is targeted and
included in the
SDBIP for
2021/2022. Road
resealing is a short
term solution whilst
funds are being
sourced.

GM: TECHNICAL
SERVICES

Throughout the
financial year, protest
actions and the
numerous closures of
municipal offices due
to COVID-19 infections
disrupted the
operational program of
pothole repair.

For the new
financial year, 20
000m2 of potholes
have been
projected to
address both new
targets and
backlogs from the
previous financial
year.

GM: TECHNICAL
SERVICES
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All wards

Roads
regravelling

2km

8.7km

Installation of
stormwater

pipes

2km

0,2km

Construction of
Mare Street
Walkway

500m

Nil

Not
Achieved

Not
Achieved

Internal resources were
utilised to regravel
extra kilometres

N/A

GM: TECHNICAL
SERVICES

2 kilometres of storm-
water pipes were
purchased however
only 0,2km of storm-
water pipes was
installed.

The remaining 1.8
kilometres of
stormwater pipes
are expected to be
used for a variety of
road improvements
planned for the new
financial year.
These will be
incorporated into
the Roads
Regravelling
project, which is
included in the
current financial
year's SDBIP.

GM: TECHNICAL
SERVICES

Following a thorough
evaluation of the
project, it was
determined that the
project necessitates the
use of capital
budgeting.

Until funds become
available, the
project will continue
to be a top priority
in the municipality's
integrated
development plan.

GM: TECHNICAL
SERVICES
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Construction of
roads and
storm-water
(Ekuthuleni
Road)

500m

500m

KwaHaza
Primary School
Road
resurfacing

1300m

Nil

3&4

Midlands
phase 5
(Construction
of roads)

2.1km

2.17km

N/A

% of MIG spent
(transfers and
subsidies)

100%

100%

N/A

N/A

GM: TECHNICAL
SERVICES

The project was not

YOI approved by MIG

In the financial year
2021/2022, the
road will be
regraveled using
internal resources.

GM: TECHNICAL
SERVICES

N/A

N/A

GM: TECHNICAL
SERVICES

N/A

\[o]

N/A

GM: TECHNICAL
SERVICES

Access to
electricity

supply

Management
of electricity
supply to all
households
and
businesses

All wards

Households
newly
connected to
electricity

supply

150

127

Due to the delay in
ESKOM's dependency
project, we were
unable to complete the

\[o] remaining connections.

Y ESKOM's project
necessitated a network
upgrade in order to
facilitate the

connections.

200 connections
have been planned
for the 2021/22
financial year, with
the project
addressing the
remaining 23
backlogs.

GM: TECHNICAL
SERVICES
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Installation of

GM: TECHNICAL

1 ngh Mast-. 1 1 N/A N/A SERVICES
Eshiyabazali
Solid waste Development Refuse ,
management and All wards | removal Weekly Weekly N/A N/A GM: TECHNICAL
; SERVICES
management collection
of an Revi
integrated In(i:g;er\,:ted
waste GM: TECHNICAL
management N/A \KAVaste Sep-20 Oct-20 N/A N/A SERVICES
systems anagement
Plan (IWMP)
Provision of Develop and Reconstruction . . The municipality's
L . The service provider .
municipal maintain sports of consultant is
arks and and Mpophomeni has recently been engaging the
P . Pop Partially | delayed in completing gaging the GM: TECHNICAL
gardens recreational 8 Stadium 100% 90% . . . service provider to
-~ achieved | the project without . SERVICES
facilities - ascertain the cause
providing any Co
. of the project's
explanation.
delays.
Maintenance of Maintenance of Recruitment
all municipal municipal open processes for 23
open spaces spaces general workers
Al ; Quarteri Nil Not The Larget CO:JIdknOI:[ be | and two technicians GM: TECHNICAL
wards uarterly [ met due to a lack o are currently

Achieved

staff and resources.

underway with
appointments
expected to be
concluded by Q2 of

SERVICES
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the new financial
year.

LOCAL ECONOMIC DEVELOPMENT

Increase
employment
and
entrepreneurial
opportunities

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

Development Complete
and business
management All wards licenses 100% 100%
of business processed
and industrial within legal
investment timeframes
All wards | Customer
satisfaction 1 1
survey
Support further | N/A Facilitation of
development tourism
of the tourism learnerships 1 1
sector and internship
programmes
N/A Monitor
functionality of
tourism office Monthly Monthly

through data
capturing and
development

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING
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of tourism

statistics
report
All wards | Museum
outreach Not
4 0 :
programmes achieved
N/A Museum
Advisory 4 0 Not
Committee achieved
Meetings
Inclusive local | Support All wards | Assist
economic emerging emerging
development farmers whilst farmers
promoting through 5 16
diversification distribution of
in the farming
agricultural material
sector .
N/A Review of
Agricultural Mar-21 Mar-21
Sector Plan
Promote and 2 Replacement
support the of Informal 10 0 Not
informal and Trading Stalls achieved

(CBD)

ﬁIrIOM;S,EUerS Awaiting instruction | GM:
Susgen o b DAC dug | oM DAC to reopen | COMMUNITY
pended by UA% AU€ 1 the Museum SERVICES
to Covid-19 pandemic
Museum meetings Awaiting instruction | GM:
suspended by DAC due | from DAC to reopen | COMMUNITY
to Covid-19 pandemic | the Museum SERVICES
Department of
made it possible to N/A DEVELOPMENT
P AND PLANNING
support 11 extra
beneficiaries
GM: ECONOMIC
N/A N/A DEVELOPMENT
AND PLANNING
Delays in the Service provider GM: ECONOMIC
appointment of the DEVELOPMENT

service provider.

appointed. Target
moved to the Q3

AND PLANNING
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township
economy

11

Mpophomeni
Informal
Traders
Complex Site
Development
Plan

Dec-20

Mar-21

N/A

Sitting of
Informal
Traders Sub-
committee
Meeting

N/A

Review of
Informal
Economy
Policy &
informal
Economy
bylaw for
approval

Mar-21

Jun-21

Facilitation of
business
expansion and
retention

Feasibility
study and site
plan on the
SMME

Jun-21

Not
achieved

Draft

and Q4 of the new
financial year.

There was a delay in
exhausting all

processes between the GM: ECONOMIC
service provider and N/A DEVELOPMENT
. - AND PLANNING
the municipal building
inspectors
GM: ECONOMIC
N/A N/A DEVELOPMENT
AND PLANNING
There were delays in
the public participation GM: ECONOMIC
due to protest and N/A DEVELOPMENT

unrest in the
municipality.

AND PLANNING

In the course of the
project, a need was
identified for a traffic
impact assessment
which delay the

Feasibility study to
be presented to the
portfolio committee
in Q1 of the

GM: ECONOMIC
DEVELOPMENT
AND PLANNING
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Incubation
Facility

\[o]
achieved

finalisation of the
project.

2021/2022 financial
year

No responsive tenderer

Target moved to Q4
of the new financial
year

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

Continuous N/A Development
review and of an LED
implementation Strategy Jun-21 Nil
of the LED
Strategy
GOOD GOVERNANCE AND PUBLIC PARTICIPATION
Adherence Develop and N/A Tabling and
with all review a adoption of a
legislative credible and credible IDP May-21 May-21
mandates implementable review
integrated
development
plan N/A Tabling of IDP
and Budget
process plan
for approval by | Aug-20 Sep-20
Council
Ensure the N/A Sitting of
functioning of COUNCIL 8 18
meetings

OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
Unforeseen
circumstances on the
recalling of the Council OFFICE OF THE
speaker prevented the | N/A MUNICIPAL
scheduled Council MANAGER
meeting from taking
place.
There was a need for OFFICE OF THE
the sitting of special N/A MUNICIPAL
Council Meetings to MANAGER
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all council
committees
N/A Sitting of EXCO
meetings
8 9
N/A Sitting of
Portfolio
Committee 30 26
Meetings
Provide N/A Provision of
support to all secretariat for
council development
oversight of agenda and
committees capturing of
minutes for all 100% 100%

council
committees
(Cluster
committees,
MPAC, EXCO
and Council)

Partially
achieved

address issues that
needed attention

There was a need for

the sitting of special OFFICE OF THE

EXCO Meeting to N/A MUNICIPAL

address issues that MANAGER

needed attention

Some meetings were

rescheduled guring the OFFICE OF THE

financial year. N/A MUNICIPAL
MANAGER
GM:

N/A N/A CORPORATE
SERVICES
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Review and
implement all
applicable
municipal
policies and
by-laws

N/A

Review of Anti-
Fraud and
Corruption
Strategy

Sep-20

Nil

All wards

Road blocks

96

137

All wards

By-laws
enforcement

240

578

Not
achieved

Risk Officer Post was
still under Review for
approval

Risk Officer Post
budgeted for in
2021-22 financial
year

OFFICE OF THE
MUNICIPAL
MANAGER

Normal road blocks
were executed as
scheduled, however
invitations from other
government
stakeholders forced
more road blocks
during the financial
year. These invitations
are for specific
operations that may be
carried out by SAPS,
for example.

N/A

GM:
COMMUNITY
SERVICES

Over the course of the
financial year, there
were more complaints
that required municipal
officials to take action
in response to
violations of municipal
bylaws.

N/A

GM:
COMMUNITY
SERVICES
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N/A

Speed manual
(Pro-laser)

480

497

N/A

Fire-arm
inspection

12

12

N/A

Complaints
management

100%

100%

All wards

Buildings plans
processed
within 90 days
(0-90m?)

80%

88.75%

There was a
community demand for
speeding vehicles on
certain routes,
necessitating the GM:
provision of additional | N/A COMMUNITY
resources in those SERVICES
areas, thus exceeding
the planned normal
speed camera
operations.
GM:
N/A N/A COMMUNITY
SERVICES
GM:
N/A N/A COMMUNITY
SERVICES
Because these types of
building plans are
mostly alterations and
additi())lns or minor GM: ECONOMIC
works, they have N/A DEVELOPMENT
L . AND PLANNING
minimal requirements
and can be processed
quickly.
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All wards

Buildings plans

processed 0 0
within 90 days 80% 70.25%
(over >90 m?)
Promote Implementation | N/A Municipal
participatory and monitoring Newsletter 4 4
governance of the
and multi- municipal N/A IDP Pamohiet
stakeholder communication amphie ' ’
engagements | strategy
N/A Municipal radio
slot
4 5
N/A Service
Delivery
Booklet
Apr-21 Nil

Partially
achieved

=

Not
achieved

Applications over 90m?
are circulated to more
sections resulting in
delays.

Monthly monitoring
of quarterly targets.

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
The 5th radio slot was
necessitated by the
MEC's official launch of OFFICE OF THE
MIG-funded projects, N/A MUNICIPAL
which necessitated MANAGER
publicity of such
activities.
The Service
Delivery Booklet for
The funds on the the Council 5 year | OFFICE OF THE
allocated vote were term will be MUNICIPAL
exhausted undertaken in the MANAGER
2021/2022 financial
year
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N/A

Municipal
calendars

Dec-20

Dec-20

N/A

Printing of
Annual Report

Apr-21

Jun-21

Ensure
participation in
all relevant IGR
structures

N/A

Sitting of
District
Planning
Cluster
Meeting

N/A

Mayor's report
on IGR

B

Not
achieved

Not
achieved

OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
There was a delay in
AG's audit process OFFICE OF THE
which led to a delay in | N/A MUNICIPAL
the annual report MANAGER
process
The Cluster's ability to | The importance of
meet is dependent on municipal officials
the effectiveness of the | participating in OFFICE OF THE
district sub-cluster district IGR MUNICIPAL
meetings, which are structures will be MANAGER
sometimes unable to discussed at the
convene. MMs Forum.
With the onset of the | Beginning in
pandemic, Mayors September 2021,
were reassigned to the Mayor will table
take on the the quarterly IGR
Chairperson duties of | report to Council.
convening sub- OFFICE OF THE
committees that report MUNICIPAL
directly to the District MANAGER
Command Council
regarding the ongoing
fight against the
Covid19 pandemic.
This resulted in DCC
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N/A

Sitting of IDP
representative
Forum

N/A

Sitting of
Community
Safety Forum

Encourage all
our social
partners to
participate in
the municipal
affairs

All wards

Training of
ward
committees

Not
achieved

Not
achieved

subcommittees
reporting directly to
DCC, which has a
representation of all
councillors, about
normal activities and
progress on the

pandemic.
OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
Igjlg]sg?gg Icnog\jened Subsequent GM:
due to the COVID-19 meetings were held | COMMUNITY
i in other quarters SERVICES
pandemic.
Due to Covid 19
regulations we were
prc.)h_lblted to do N OFFICE OF THE
trainings as the number | Training has been
fWC is more than | rescheduled MUNICIPAL
. o MANAGER

100, and separating
them in groups would
be costly
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A number of Izimbizo
meetings were decided

All wards | IDP & Budget
Imbizo
Support and All wards | Ward based
implement golden games
applicable
national,
provincial and
district
initiatives
All wards | Support
programme for
people with
disabilities

i OFFICE OF THE

?é)s(i?i(g:;enzotr?;\/lli?r;:tg N/A MUNICIPAL
MANAGER

the number of people

who can gather.

Senior citizens made a

dting htaga month OFFICE OF THE

and V\?as app?oved N/A MUNICIPAL

under the theme MANAGER

of ’amagugu ethu'.

Because of the

devastating effects of

Covid19, the

municipality, through

the mayor's office,

aimed o providng foe OFFICE OF THE

relief to a‘I)Ieviate t?le N/A MUNICIPAL
MANAGER

exacerbated challenges
faced by people living
with disabilities, as the
pandemic brought with
it food insecurity
challenges.
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All wards

Support for
senior citizens

All wards

Know your
rights against
GBV campaign

All wards

Towards Zero
Aids related
Deaths
Campaign

All wards

New patrons
attracted to all
four libraries

600

319

All wards

Library books
in circulation

15 000

18562

\[o]
achieved

Not
achieved

OFFICE OF THE

N/A N/A MUNICIPAL
MANAGER
OFFICE OF THE

N/A N/A MUNICIPAL
MANAGER

The event was set to HIV programs and

take place on the O1st | awareness

December 2020 to campaigns are OFFICE OF THE

coincide with world planned for the MUNICIPAL

AIDS day but had to be | second quarter of MANAGER

cancelled due to the the new financial

protest action. year.

During quarter 1

Libraries were not in

operation at all due to GM:

lockdown restrictions. | N/A COMMUNITY

Since opened operating SERVICES

hours have been

minimised.

There is no limit to the

circulation of books so

long as they are GM:

available for the public | N/A COMMUNITY

to access. The target is SERVICES

set based on previous
trends.
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All wards

Outreach
programmes
coordinated at
all four
libraries

12

Effective
organisational
performance
management
system

Review and
implementation
of the
Performance
Management
Framework

N/A

Signing,
submission (to
Council and
stakeholders)
and publicizing
of
Performance
Agreements

Aug-20

Sep-20

N/A

Review PMS
Policy and
Procedure

May-21

Nil

N/A

Submission of
Annual Report
to Council for
adoption

Mar-21

Jun-21

Not
achieved

Once Covid-19
All Library outreach restrictions are GM:
programmes still lifted, outreach COMMUNITY
suspended by DAC programmes will SERVICES
resume. The KPI

Unforeseen
circumstances on the
recalling of the Council
speake?prevented the OFFICE OF THE
scheduled Council N/A MUNICIPAL

. . MANAGER
meeting from taking
place.
The policy was The policy will be
reviewed, however it submitted to
could not be submitted | Council for approval
to Council yet as a in the 1st quarter of | OFFICE OF THE
workshop is needed the new financial MUNICIPAL
due to many year MANAGER
amendments made
during the review
process
A national treasury
circular issued in 2020 OFFICE OF THE
allowed for the N/A MUNICIPAL
municipalities to adopt MANAGER
their annual reports
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Compliance
with financial
legislation and
policies

Provide for
strategic
budgeting in
line with IDP
priorities

outside of the
legislated timeframes.
FINANCIAL VIABILITY AND MANAGEMENT
p. May-21 May-21 N/A N/A FINANCIAL
multi-year OFFICER
budget
N/A Employee The over expenditure
related costs was a actuarial loss of CHIEF
100% 101% R3 613000 thatthe 1\, FINANCIAL
municipality got for
e OFFICER
employee obligations
(GRAP 25)
N/A Remuneration Councillors did not CHIEF
of councillors 100% 95% receive remuneration N/A FINANCIAL
increase OFFICER
All wards | Percentage on The target could not be
repairs and met due to protest
maintenance Partiall actions that occurred in CHIEF
100% 89% : y Not provided FINANCIAL
spent achieved | October and delays OFFICER
caused by Covid-19
restrictions.
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N/A

Creditors paid
within 30 days

Within 30
days

18 days (on
average)

N/A

Operating
budget spent

100%

116%

Develop
transparent
processes in
the
procurement
of goods and
services

N/A

Development
of annual
Procurement
Plan with end-
user
departments
(cross-
responsibility)
for approval by
Council

Jun-21

\[o]
Achieved

Nil

N/A

Developmental
training for Bid
Committee's
and SCM
Practitioners

Not
achieved

CHIEF
N/A N/A FINANCIAL
OFFICER
The 16% over
expenditure is made up
of depreciation, CHIEF
actuarial loss and N/A FINANCIAL
impairment of asset OFFICER
which are all non-cash
items.
The plan will be
tabled in the new
Due to departments' financial year
late submission of CHIEF
procurement plans, the FINANCIAL
plan was not tabled in OFFICER
Council.
Trainings could not Once, the pandemic
take place due to restrictions have
Covid19 restrictions been lifted, bid CHIEF
committee FINANCIAL
members will be OFFICER
provided with the

necessary property
trainings. Online
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N/A

Submission of
quarterly SCM
report to
Council

learning platforms
will be explored.

N/A

Tender awards
made within 90
days from the
date of tender
closing

Within 90
days

Within 90
days

N/A

N/A

CHIEF
FINANCIAL
OFFICER

N/A

Annual SCM
Policy review
for approval by
Council

May-21

May-21

N/A

N/A

CHIEF
FINANCIAL
OFFICER

N/A

Submission of
departmental
Procurement
Plans
(2021/2022) to
Finance Dept. -
EDP

Jun-21

Jun-21

N/A

N/A

CHIEF
FINANCIAL
OFFICER

N/A

N/A

GM: ECONOMIC
DEVELOPMENT
AND PLANNING
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N/A

Submission of
departmental
Procurement
Plans
(2021/2022) to
Finance Dept. -
CorpS

Jun-21

Jun-21

N/A

Submission of
departmental
Procurement
Plans
(2021/2022) to
Finance Dept. -
CommS

Jun-21

Jun-21

N/A

N/A

GM:
CORPORATE
SERVICES

N/A

Submission of
departmental
Procurement
Plans
(2021/2022) to
Finance Dept. -
TechS

Jun-21

Jun-21

N/A

N/A

GM:
COMMUNITY
SERVICES

N/A

Submission of
departmental
Procurement
Plans
(2021/2022) to

Jun-21

Jun-21

N/A

N/A

GM: TECHNICAL
SERVICES

N/A

N/A

OFFICE OF THE
MUNICIPAL
MANAGER
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Finance Dept. -
OMM

Obtain a
credible audit
outcome from
the Auditor
General

N/A

Submission of
Audited Annual
Financial
Statement to
Council

Jan-21

Apr-21

N/A

Submission of
Draft Annual
Financial
Statements to
Council and to
AG

Aug-20

Oct-20

N/A

Opinion of the
Auditor-
General

Clean audit

Qualified

Not
achieved

Late submission was

due to the delay in the CHIEF
auditing process N/A FINANCIAL
caused by the OFFICER
lockdown

Late submission was

due to the delay in the CHIEF
auditing process N/A FINANCIAL
caused by the OFFICER
lockdown

Findings on property, AG Action Plan to

plant and equipment, address all AG

receivables from non- | findings

exchange transactions,

receivables from

exchange transactions,

irregular expenditure, ALL
Unauthorised DEPARTMENTS

expenditure, Cash flow
statement, Statement
of comparison of
budget and actual
amounts and Prior
period errors
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N/A

Submission of
AG Action Plan
to MANCO for
approval

Sep-20

Nil

N/A

Percentage of
AG findings
resolved in the
2019/2020 AG
Action Plan

100%

70%

N/A

Approval of
Internal Audit
Plan by Audit
Committee

Jul-20

Jul-20

N/A

Sitting of Audit
Committee

N/A

Submission of
quarterly audit
committee
reports to
Council

N/A

Review of Risk
Management
Strategy

Jul-20

Nil

Not
achieved

Not
achieved

Not
achieved

Not
achieved

There were delays in AG Action Plan to
receiving the be a standing item | OFFICE OF THE
management report at MANCO MUNICIPAL
from AG due to delayed MANAGER
audit process
Outstanding Items will | AG Action Plan to
be implemented in AFS | be a standing item | OFFICE OF THE
to be finalised in 31 at MANCO MUNICIPAL
August 2021 post end MANAGER
of financial year.
OFFICE OF THE
N/A N/A MUNICIPAL
MANAGER
Special Audit OFFICE OF THE
Committee meetings N/A MUNICIPAL
was convened MANAGER
Item was omitted on To include on AC
AC work plan Committee Work OFFICE OF THE
Plan MUNICIPAL
MANAGER
R|_Sk Officer qut was Risk Officer P_ost OFFICE OF THE
still under Review for budgeted for in
approval 2021-22 financial MUNICIPAL
year MANAGER
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N/A Update of risk
register Jul-20 0ct-20
N/A Sitting of Risk
Management 4 0 Not
Committee achieved
Facilitate N/A Submission of
support to Indigent
indigent Register to
residents of Council
the
Municipality . Not
Sep-20 Nil achieved
Increase and Develop and N/A Review of
enhance implement a revenue
revenue revenue enhancement . Not
. Jun-21 Nil :
collection enhancement strategy for achieved
strategy approval by
Council

This was due to

Risk Register was

unavailability of KZN done by Manager OFFICE OF THE
. MUNICIPAL
Treasury for workshop. | Internal Audit
: MANAGER
without workshop.
R|§k Officer qut was Risk Officer Ppst OFFICE OF THE
still under Review for budgeted for in
approval 2021-22 financial MUNICIPAL
e MANAGER
year
The Indigent register The municipality
was not completed due | has through various
to Covid-19 as it media platforms
requires direct contacts | made a call for
with community submission of
members applications for CHIEF
' app | FINANCIAL
indigent people with
; : OFFICER
closing date being
30 September
2021. The register
will then be tabled
at Council in Q2.
The strategy review The strategy is still
necessitated input from | under review by the
CHIEF
the CFO, who was only | CFO
appointed five months FINANCIAL
PP OFFICER

after the financial year
began.
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N/A Measure Loss as a result of In areas identified
electricity electricity theft and as problematic,
gains/losses illegal connections standard meters CHIEF
(expenditure 20% 24% deficit achieved must be installed, FINANCIAL
against and regular OFFICER
profit/losses) monitoring must be
carried out
Rates and N/A Continuous N/A
electricity bills update of
must be rates,
accurate in electricity and CHIEF
order to refuse 100% 100% N/A FINANCIAL
ensure collection OFFICER
timeous accounts
payment by
residents
Collect all debt | N/A Debtors Many households and
on debtors collection rate Partially businesses saw their CHIEF
timeously 95% 92% achieved incomes disrupted as a | N/A FINANCIAL
result of the Covid-19 OFFICER
pandemic.
Identify and 2 Collection of There was an
implement rental income improvement on CHIEF
diversified from municipal | 60% 70% payments by tenants N/A FINANCIAL
revenue flats (leased OFFICER
streams out)
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Improve asset
management

Continuous N/A Review of
implementation Asset
and monitoring Management
of the asset Policy Jan-21 May-21
management
policy
Compile and N/A Annual
frequently verification and
review the assessment of
asset register asset register | Jan-21 Apr-21
in line with (audited by AG
GRAP and noted by
Council)
N/A Continuous
update of , Quarterly Quarterly
assets register
(additions)
All wards | Purchasing of
Covid Water 20 20
Tank Stands
5 Purchasing of
Plant for
Landfill Site
1 Nil

Not
Achieved

The policy was
supposed to be

implemented in CHIEF
corr:'unction with the N/A FINANCIAL
J OFFICER
Budget.
The late Audit Report
by AG resulted in
delays CHIEF
N/A FINANCIAL
OFFICER
W CHIEF
N/A FINANCIAL
OFFICER
The water tanks were .
donated by COGTA N/A GM: TECHNICAL

SERVICES

Following consultation
with Treasury, it was
discovered that the
prices for Compactor
Trucks are significantly
higher than what we
had estimated. There is

Compactor truck
has been budgeted
for purchasing in
the 2021/2022
financial year.

GM: TECHNICAL
SERVICES
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Development N/A Development
and and
implementation submission of
of an efficient quarterly 6 10
and effective reports to
fleet Cluster
management Committee
system (Fleet)
N/A Functionality of
Mechanical
Workshop
Monthly
Monthly (75%)
Develop, All wards | Maintenance of
maintain and municipal 100% 103%
upgrade buildings

Not
Achieved

also a lead time with
the manufacturer.

The increase in report
submissions was
caused by an increase
in the number of
portfolio committee
meetings scheduled at
the start of the
calendar year.

N/A

GM:
CORPORATE
SERVICES

Covid-19 restrictions
limited the activities in
the mechanical
workshop in July and
August of 2020, while

Activities for the

month of June will
be reported in the
new financial year

GM: TECHNICAL

the activities in June SERVICES

were not reported due

to the portfolio

committee meeting not

convening.
GM:
CORPORATE
SERVICES

87| Page




municipal 7 Construction of
communit Khanya Village GM: TECHNICAL
facilities ’ Comr)rlwunity ’ 100% 100% N/A N/A SERVICES
Hall
6 Construction of The municipality
eMandleni The work on site has has scheduled a
Community been completed. meeting with the
Hall 100% 98% Partially Compliance documents | service provider GM: TECHNICAL
achieved | are still being compiled | and the municipal SERVICES
by the contractor and Engineers to
the Engineers. resolve the
impasse.
9 Lions River The work on site has The municipality
Community been completed, but has scheduled a
Hall the completion meeting with the
: certificate has not been | service provider .
100% 99% Partllally issued because the and the municipal GM: TECHNICAL
achieved . . , SERVICES
service provider has Engineers to
not submitted the resolve the
compliance certificates | impasse.
to the Engineer
1 Construction of Connections for Connections will be
Multi-Purpose 100% 98% Partially electricity and water concluded in Q1 of | GM: TECHNICAL
Centre (Hall) achieved the new financial SERVICES

are outstanding.

year.
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GM: TECHNICAL
SERVICES

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

5 Curries post
cemetery
project (guard
house, toilets,
borehole,
septic tank and
fencing)

CROSS CUTTING INTERVENTIONS
Ensure Develop and N/A Review of
integrated review the Spatial
development municipal Development
and spatial spatial Framework
planning development (SDF)
framework
Identify and 5 Land Audit for
develop local forward
settlement planning
plans in both
urban and rural
areas
Regulations of | Implementation | All wards | SPLUMA
land use of the applications
management | municipal processed
SPLUMA BY- within legal
LAWS timeframes

GM: ECONOMIC
DEVELOPMENT
AND PLANNING
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N/A

Development

of municipal
approval by
Council
Provision of 8,9,10,11 | Coordination of
support to Ingonyama
Tribunal Trust Board
Authority on and uMngeni 2 2
land use Municipal
management Planning
Forum
Conservation Develop and N/A Develop a
and comply with a desktop SEA
management strategic (incl wetlands
of natural environmental and water Jun-21 Draft
resources assessment courses
resource
management
plan)
Protection of N/A Biodiversity
biodiversity programmes
implemented 4 Nil

GM: ECONOMIC
N/A N/A DEVELOPMENT
AND PLANNING
GM: ECONOMIC
N/A N/A DEVELOPMENT

AND PLANNING

Draft tabled to the
portfolio committee.
Not Need established for
YOI scientific data to be
included in the final
adopted document.

Target moved to
the next financial
year

GM: ECONOMIC
DEVELOPMENT
AND PLANNING

The target could not be
met due to a lack of
staff and resources.

Not
Achieved

Recruitment
processes for 23
general workers

and two technicians
currently underway.

GM: TECHNICAL
SERVICES
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Disaster
Management

Annually
review and
implement
disaster
management
plan as per
legislative
provisions

N/A

Review
Disaster
Management
Plan

May-21

Nil

N/A

Disaster
Awareness
campaigns

12

13

N/A

Disaster
incidents

100%

100%

N/A

Disaster
Management
Forum
meetings

\[o]
achieved

Not
achieved

The reviewed plan The municipality
requires that a will consider
workshop with procuring gadgets | GM:
stakeholders be for and train ward COMMUNITY
convened which was committee SERVICES
difficult due to members whilst in
COVID19 restrictions. this forum
The increased from the
planned target was
necessitated by the GM:
need to educate N/A COMMUNITY
communities about the SERVICES
Covid-19 pandemic
new waves.
GM:
N/A N/A COMMUNITY
SERVICES
The meeting in Q1 Subsequent
could not be convened | meetings in other GM:
due to the COVID-19 quarters were COMMUNITY
. SERVICES
pandemic. convened
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CHAPTER 4

Organisational Development
Performance
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5.1 Component A: Introduction to the Municipal Workforce

The Corporate Services department is responsible for recruiting, hiring, leave administration, personnel
administration, sick leave management, employee welfare, and succession planning. The Corporate
Services department is responsible for recruiting, hiring, leave administration, personnel administration,
sick leave management, employee welfare, and succession planning. Table 26 below shows the
municipality's employee profile for the past two financial years. The vacancy rate has decreased
marginally from the previous financial year from 45,3% in 2019/2020 to 44,7% in 2020/2021. In the year
under review, there were 176 temporary staff and an additional five interns employed in the various

municipal departments.

Table 26: Organisational Employment Figures

uMngeni Organisational Employment Details 2020/2021 2019/2020
Total Employee Positions 518 518
Total Vacant Employee Positions 232 235
Total Vacancy Percentage 44,7% 45,3%
Managerial Positions - S56 & S57 6 6
Vacant Managerial Positions - S56 0 1
Managerial Positions - by organogram 23 22
Vacant Managerial Positions - by organogram 3 2
Community and Social Service Positions 39 39
Vacant Community and Social Service Positions 12 12
Finance and Administration Positions 45 45

Vacant Finance and Administration Positions 0 0
Electricity Positions 1 1
Vacant Electricity Positions 0 0
2 2
1 1

Environmental Protection Positions
Vacant Environmental Protection Positions

Public Safety Positions 46 46
Vacant Public Safety Positions 19 19
Road Transport Positions 41 41
Vacant Road Transport Positions 24 24
Sport and Recreation Positions 1 1

Vacant Sport and Recreation Positions 1 1

Waste Management Positions 94 94
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3.9 Component B: Workforce Levels

Thembeka Cibane

Manager:

Communications &

Manager: IDP &
PMS

_l Sandile Makhaye

Thando Mgaga—l

Manager: Youth
Services

Manager: Internal
Audit

| Sphe Mkhasibe

| Manelisi Zuma |

General Manager:

General Manager:

General Manager:
Economc Development

Chief Financial

General Manager:
Corporate Services Officer °°m"?”""y Technical Services and Pl
Sandile Buthelezi [Mzi Hloba Bongani Mpanza I Vusi Mboyana Steve Simpson I
Manager: Human P
Manager: M M Manager: Social Manager: Traffic & Manager: Roads Manager: Ti
anager: . : t ger: Town

Administration Resources_& Reienue Bl Services Licensing and Storm-water Planning

L[ Bongeka Mtambo | Thami Mkhuthukani | Vacant

L] Xolani Nhiangulela |

.i Patrick Ntombela |

[ BaneliMsomi]  L_{ Delani Madondo |

| Mbo Zungu

Don Mtshali
(Deceased)

L[ Nathi Ngubane |

Manager: . Manager: Parks,
3 M; 1 SCM : Manager: Waste
vEgers (8 e Expenditure Manﬂgemem Gardens and Manager: Electrical | | | Manager: Plant &
ll Nkanyiso Gwamanda I _l Thando Mchunu I L[ Nonto Nzuza _'m—l _fnmm\}iiﬂ{——l Services Equipment
Phakamani Nxele| L Sbuzuma |
Manager:

Protection Services
Jerome Nzimande

Figure 8: Three Tier Organisational Structure
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3.10 Component C: Capacitating the municipal workforce

In response to the need for communities to evolve swiftly, there has been a renewed emphasis placed
on ensuring that local workers have the appropriate competence in order to meet the growing needs of
the residents. Human resource development is a critical component of human resource management,
and the municipality has designed, adopted, and implemented a Human Resources Development

Strategy to achieve this goal.

Induction is an effective strategy that should be used in a structured manner to assist new employees,
their co-workers, and the organization in adjusting to their new jobs. Induction preparation programs
are provided to both newly employed and senior employees to familiarize them with the operations and
practices of the municipality, as well as the code of ethics for the workforce, among other things. The
Induction Scheme was carried out with a total of four new appointments and twelve existing posts in

the Municipality.

The Municipality has implemented the Study Scheme Policy, which was created with the goal of
establishing a pool of properly qualified and readily accessible staff within the Municipality, thus
strengthening the competitive position of the organisation and improving employee morale. This scheme
was further designed to provide workers the ability to gain more credentials and allow them to offer a
more competent service to the municipality and at the same time improving their job opportunities within
the organisation. Table 27 below indicates the local staff that benefited from the Study Scheme Policy
for the 2020/2021 financial year amounting to R42,000.

Table 27: Study Scheme Beneficiaries

Employee Name Department Courses Academic Status
Nonjabulo A Community Bachelor of Information In progress
Msimang Services Science
Nobuhle P Sithole Community Diploma in Safety In progress
Services Management
Janusha Ramsook ~ Community Bachelor of Information In progress
Services Science
Sandile D Makhaye  Office of the MM PGD Management Completed
Sciences (Business
Administration)
Vina D Sewcharran ~ Community Bachelor of Information In progress
Services Science
Nancy P Oghpie Community Bachelor of Information In progress
Services Science Honours

95| Page



3.11  Component D: Municipal workforce expenditure

The table below outlines comparative figures for the two previous. The municipal workforce related
expenditure increased from R118,903,224 in 2019/2020 to R122,266,349 in the 2020/2021 financial
year. This expenditure is inclusive of senior management remuneration for the financial year under

review. The expenditure increases are guided through the SALGA Collective Agreement.

Table 28: 2020/2021 Employee Related Cost

Employee related cost 2020/2021 2019/2020
Basic 68,319,497 66,354,628
13th Cheque 5,698,586 4,971,473
Medical aid — company contributions 7,162,341 5,647,926
UIF 528,163 541,535
WCA 689,265 721,563
Leave pay provision change 3,559,614 7,080,737
Defined benefit contributions - medical - (9,502)
Pension Fund Contributions 16,826,623 12,588,089
Overtime payments 6,172,657 8,000,197
Defined benefit contributions - Long- 324,907 525,726
service awards

Acting Allowances 90,014 304,472
Car Allowance 4,784,092 4,531,767
Housing benefits and allowances 394,339 380,228
Bargaining Council Levies 37,698 35,390
Cellphone Allowance 310,634 303,535
Standby Allowance 669,071 392,088
Total 115,567,501 112,369,852
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CHAPTER 5
Financial Performance
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5.1 Component A: Statement of Financial Performance

uMngeni Local Municipality

(Registration number KZN 222)
Annual Financlal Statements for the year ended 30 June 2021

Statement of Financial Performance

Figures in Rand 2021 2020
Restated”
Revenue
Revenue from exchange transactions
Sale of goods and rendenng of senvices 21 3,647,264 2808692
Service charges 22 91,304,886 85008403
Rental of facilities and equipment 23 1,277,858 1,097,774
Interest received (trading) 24 2,403,368 1,802 200
Licences and permits 26 3.514,647 2,796,025
Operational revenue 30 347,868 301,801
Discount Received 1,180,239 -
Interest received - investment 31 1.715,464 2649715
Actuarial gains 34 - 5,853,000
Total revenue from exchange transactions 105,391,574 102,517,809

Revenue from non-exchange transactions

Taxation revenue
Property rates 32 219,860,420 204 867 536
Property rates - penaites imposed 32 11,974,605 8095873
Surcharges and Taxes 28 26,672 41872
Transfer revenue
Government grants & subsidies 35 131,140,055 105,577,169
Fines, Penalties and Forfedts 25 2674853 907,577
Total revenue from non-exchange transactions 365,685,995 319,490,027
105,391,574 102,517 809
365,685,905 319,480,027
Total revenue 20 471,077,569 422,007 836
Expenditure
Employee related costs 37 (122,266,349) (118,307 .504)
Remuneration of counciiors 38 (9,330,037) (9.323.535)
Depreciation and amortisation 39 (56,928,008) (56,275.810)
Write-off / impairment of non-cash generating assets 40 136,317 (9.732.486)
Finance costs 42 (7,139,140) {6,713.825)
Lease rentals on operating lease 27 {1.420,490) (1,363.720)
Debt Impairment 43 (73,381,778) (42,740.655)
Bulk purchases 44 (127,756,605)  {111,520.550)
Contracted services 45 (81,216,883) (87,378.272)
Transfers and Subsidies 33 (572,850) (485,500)
Actuarial losses 34 (3,613,000) -
Materials and supplies 47 (1,688,279) {1,848 484)
Operational expenditure 46 (35,174,552) (30,247 269)
Total expenditure (520,351,763)  (475,937,628)
Total revenue 471,077,569 422,007 8386
Total expenditure (520,351,763) (475,937 628)
Operating surplus/deficit - -
Deficit before taxation (49.274,194) (53,924.792)
Taxation - -
Deficit for the year (49,274,194) (53,929,792)

* Se= Nole 2855
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3.12 Component B: Spending against Capital Budget

CAPITAL EXPENDITURE FOR 2020/2021

Roads 233 687,00 233 687,00 100% Midlands access roads Municipal Infrastructure Grant
Roads 2559701,00 2300 773,21 90% Ekuthuleni Road Municipal Infrastructure Grant
Electricity 1052 811,00 913 928,40 87% Electrification Project Municipal Infrastructure Grant
Roads 383 500,29 337 805,33 88% Haza Primary School Road Municipal Infrastructure Grant
Roads 7500 000,00 5576 557,24 | 74% Installation of Stormwater (Curries Transfer from Operational Revenue
Sport & Recreation 14 765 347,00 11673 794,74 79% Mpophomeni Stadium Municipal Infrastructure Grant
Cemetry 382 853,00 520 496,82 136% Curries Post Cemetery Municipal Infrastructure Grant
Sport & Recreation 1445792,00 1273 824,86 88% Regravelling Transfer from Operational Revenue
Community Halls 893 866,00 893 865,90 100% Covid Water Tanks Stands (Nottingham) Municipal Infrastructure Grant
Community Halls 3105 471,00 3907 269,89 126% Khanya Village Community Hall Municipal Infrastructure Grant
Community Halls 2596 038,00 2468 999,68 95% eMandleni Community Hall Municipal Infrastructure Grant
Property Services 5417 531,00 4238 169,28 78% Multi-Purpose Centre Municipal Infrastructure Grant
Executive & Council 297 283,00 297 058,76 100% Procurement of furniture and office equipment | Transfer from Operational Revenue
Finance 507 047,00 456 576,25 90% Procurement of furniture and office equipment | Transfer from Operational Revenue
Information Technology 303 390,00 237 412,27 78% Procurement of furniture and office equipment | Transfer from Operational Revenue
Technical Services 259 654,00 161 110,33 62% Procurement of furniture and office equipment  |Transfer from Operational Revenue
Community Services 419 109,00 310 402,91 74% Procurement of furniture and office equipment | Transfer from Operational Revenue
Planning & Development 251 534,00 146 794,24 58% Procurement of furniture and office equipment | Transfer from Operational Revenue
Community Services 160 000,00 151 601,89 95% Land Acquisition Transfer from Operational Revenue
Refuse Removal & Landfill site 8 000 000,00 - 0% Transport assets Transfer from Operational Revenue
TOTAL 50 534 614,29 36 100 129,00 71%
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3.13

Component C: Cash flow Management and Investment

uMngeni Local Municipality
(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Cash Flow Statement

Figures in Rand Note(s) 2021 2020
Restated”
Cash flows from operating activities
Recelpts
Property rates and taxss 212,783.433 178,778,336
Services Charges: Electricity and Waste Management 99,176.964 74,831,316
Government Grants and Subsidies 121,268 8108 115,461.000
Interest Receved 1,715.464 2,649.715
Traffic Fines 94,633 267.000
Other recaipts 9429270 6.959.718
Vat Refund 23,978,384 -
468 447,067 378,947,085
Payments
Empioyee costs {117 ,421,554) (112,531.877)
Suppliers (296,583.816) (198,380,753)
Finance costs {7,139,140) (6,713.825)
Remuneration of Counciors (9,330.038) {9,323.535)
(430,474.548) (326,949,000)
Total receipts 488 447 067 378,947,085
Total payments (430,474 548) (326,949.990)
Net cash flows from operating activities 50 37,972,519 51,997,095
Cash flows from investing activities
Purchase of property, plant and equipment 5 (40,882.666) (43,100.292)
Cash flows from financing activities
Repayment of annuity loans (4,886.970) (3.336,524)
Increase/ (Decrease) Consumer Deposit (13.392) 2,759 432
Finance lease payments (1.804,193) {1.475.859)
Net cash flows from financing activities (6,704,555) (2,052,951)
Net Increase/(decrease) In cash and cash equivalents (9,614,702) 6,843,852
Cash and cash equivalents at the beginning of the year 32,099,030 25255178
Cash and cash equivalents at the end of the year 3 22,484,328 32,099,030

* SeaNote 2&55
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uMngeni Local Municipality

(Regstration number KZN 222)

Annual Financlal Statements for the year ended 30 June 2021
Notes to the Annual Financial Statements

Flgures In Rand 2021 2020
3. Cash and cash equivalents (continued)
The municipality had the following bank accounts
Account number / description Bank statement balances Cash book balances

30 June 2021 30 June 2020 30 June 2019 30 June 2021 30 June 2020 30 June 2019
ABSA BANK - Pnmary account - 10,024,650 B.487427 13048927  10,867.851 8870861 13247823
4063796536
FNB BANK - Call account - 25229 186,925 128,680 252209 186,925 128,680
62547030875
FNB BANK - Call account - 1,280673 1,014,808 - 1,289 673 1,014,807 -
62821205425
FNB BANK - Fixed Deposit - 237 466 230,103 215813 237 466 230,103 215813
74372357316
FNB BANK - Security Depost - 2,255 400 2,156,744 1,680,240 2255400 2.156,744 1,999 240
74547419339
ABSA BANK - Call account - 759,705 2,600,876 470,310 759,705 2690876 470,310
9312757198
ABSA BANK - Call account - 2,202 860 5,200,756 2,342 481 2,202,860 5.200,756 2342 481
9244671585
ABSA BANK - Call account - 63.408 7.183,726 220,352 63408 7.183,726 220,352
91546120908
ABSA BANK - Call account - 273,565 687,697 1,689,224 273,565 687,697 1,689,224
9312756880
INVESTEC BANK - Call account 1,645.243 1,116,654 347,766 1,645243 1,116,654 347,766
- 1100503504500
INVESTEC BANK - Call account - - 2,080,856 - - 2,060,856
- 1100503504450
ABSA BANK - Fixed Deposit - 203,287 105,797 184,329 203287 105,796 184,320
2074952088
RNB BANK - Security Deposit - 2 660,596 2,544,085 2,346,305 2,660,596 2544085 2,346,305
RUS00475658
ABSA BANK - Traffic - 401,589 383,432 198 8496 - - -
9264784869
Cash on hand 37 2,000 2,000 - 2,000 2,000
Total 22,042,726 32,099,030 25255179 22484292 32,099,030 25255179

The municipality has two bank accounts being FNB account number 74547418338 and Rand Merchant Bank account
RUS004 75658, which are held as secunty deposits for the Development Bank of South Afnica loans in place.
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3.14  Component D: Other Financial Matters

DATA INPUTS
AND RESULTS

FORMULA DATA SOURCE NORM/RANGE INPUT DESCRIPTION

Statement of Financial Position, Total Operating Expenditure 520 351 763
1 Capital Expenditure to Total Total Capital Expenditure / Total Expenditure (Total |Statement of Financial Performance, 10% - 20% X
Expenditure Operating expenditure + Capital expenditure) x 100 |Notes to the AFS, Budget, In-Year Taxation Expense
reports, IDP and AR
Total Capital Expenditure 40 882 666
. . PPE, | tment Pi d
Impairment of Property, Plant Property, Plant and Equipment + Investment Imangig\llsslrrr:;ri]rm égtp erty an 1 040 050 923
P and Equipment, Investment Property + Intangible Assets Impairment/(Total Statement of Financial Position, Notes 0%
Property and Intangible assets |Property, Plant and Equipment + Investment to the AFS and AR 0 PPE at carrying value 1 039 601 970
(Carrying Value) Property + Intangible Assets) x 100
Investment at carrying value 57 654 459
Intangible Assets at carrying value -
i i [ Total Repairs and Maintenance
Repairs and Maintenance as a %/ 1., Repairs and Maintenance Expenditure/ Statement of Financial Position, E d_tp 16 924 343
of Property, Plant and Equipment ) ) . xpenditure
3 and Investment Propert Property, Plant and Equipment and Investment Statement of Financial Performance, 8% -
X perty Property (Carrying value) x 100 IDP, Budgets and In-Year Reports PPE at carrying value 1039 601 970
(Carrying Value)
Investment Property at Carrying value 57 654 459
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DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS

AND RESULTS

B. Debtors Management

(Gross Debtors Closing Balance + Billed Revenue - 2::222:: gI E:zg:z:z: Izgfflgfgance Gross Debtors closing balance 228 235 132
1 Collection Rate Gross Debtors Opening Balance - Bad Debts ! 95% Gross Debtors opeining balance 200 055 326
Written Off)/Billed Revenue x 100 Notes to the AFS, Budget , In-Year i
Reports, IDP and AR Bad debts written Off -
Billed Revenue 339 761 639
. Statement of Financial Position, Consumer Debtors Bad debts written
- 0, =
2 Bad D e bts Written-off as % of Bad Debts Written-off/Provision for Bad debts x 100|Statement of Financial Performance, 100% off
Provision for Bad Debt
Notes to the AFS, Budget and AR
Cons_u_mer Debtors Current bad debt 73381 778
Provision
Statement of Financial Position, _
((Gross Debtors - Bad debt Provision)/ Actual Billed | Statement of Financial Performance, Gross debtors 228 235 132
3 Net Debtors Days 30 days -
Revenue)) x 365 Notes to the AFS, Budget and AR Bad debts Provision 73381778
Billed Revenue 339 761 639
C. Liquidity Management
((Cash and Cash Equivalents - Unspent Conditional N . Cash and cash equivalents 22 484 328
. Statement of Financial Position, o
Cash / Cost Coverage Ratio Grants - Overdraft) + Short Term Investment) / ) . Unspent Conditional Grants 2 016 061
- ) . i . Statement of Financial Performance,
1 (Excl. Unspent Conditional Monthly Fixed Operational Expenditure excluding 1 - 3 Months Overdraft -
G - - ision f d Notes to the AFS, Budget, In year
rants) (Deprematlo_n, Amortisation, Prowgmn or Ba Reports and AR Short Term Investments 11 616 440
Debts, Impairment and Loss on Disposal of Assets)
Total Annual Operational Expenditure 520 351 763
Statement of Financial Position, —
2 Current Ratio Current Assets / Current Liabilities Budget, IDP and AR 1.5-2:1 Current Assets 78 200 934
Current Liabilities 105 590 024
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DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS
AND RESULTS

. ) Statement of Financial Position .
' Interest Paid 7 139 140
1 gzggz Cﬁc:;t)(l:;e;e;t ;a_'lfjog:d Capital Cost(Interest Paid and Redemption) / Total |Statement of Cash Flows, Statement 6% - 8% -
o t'p Expendit ° Operating Expenditure x 00 of Financial Performance, Budget, 0o Redemption 2786 868
perating Expenditure IDP, In-Year Reports and AR Total Operating Expenditure 520 351 763
Taxation Expense -
(Overdraft + Current Finance Lease Obligation + N . _
Non current Finance Lease Obligation + Short Term Statement of Financial Position,
Debt (Total Borrowings) / ) ’ Statement of Financial Performance, Total Debt 15 154 225
2 Revenue Borrowings + Long term borrowing) / (Total Budget. IDP and AR 45%
Operating Revenue - Operational Conditional 9et, Total Operating Revenue 471 077 569
Grants) x 100 Operational Conditional Grants 99 957 168

Level of Cash Backed Reserves
1 (Net Assets - Accumulated
Surplus)

(Cash and Cash Equivalents - Bank overdraft +
Short Term Investment + Long Term Investment -
Unspent grants) / (Net Assets - Accumulated
Surplus - Non Controlling Interest Share Premium -
Share Capital - Fair Value Adjustment - Revaluation
Reserve) x 100

Statement Financial Position, Budget
and AR

100%

Cash and cash Equivalents 18 867 888
Bank Overdraft -
Short Term Investment 11 616 440
Long Term Investment -
Unspent Grants 2 016 061

Net Assets

1186 573 996

Share Premium

Share Capital

Revaluation Reserve

Fair Value Adjustment Reserve

Accumulated Surplus

1 000 585 603
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DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS
AND RESULTS

Total Operating Revenue 471 077 569
Statement of Financial Performance, Depreciation - Revalued Portion (Only
Budget, In-Year reports, AR, populate if depreciation line item in the
Net Operating Surplus Margin (Total Operating Revenue - Total Operating Statement of Comparison of Budget —or> 0% Statement of Financial Performance is 56 928 008
P g Surp g Expenditure)/Total Operating Revenue and Actual Amounts and Statement of based on the revalued asset value)
Changes in Net Asset
Total Operating Expenditure 520 351 763
Taxation Expense
Total Electricity Revenue less Total Electricit Statement of Financial Performance,
Net Surplus /Deficit Electricity . Y - y Notes to AFS, Budget, IDP, In-Year 0% - 15% Total Electricity Revenue 100 873 009
Expenditure/Total Electricity Revenue x 100 renorts and AR
P Total Electricity Expenditure 166 311 452
#DIV/0!
- Total Water Revenue less Total Water Statement of Financial Performance
) —or> 09
Net Surplus /Deficit Water Expenditure/Total Water Revenue x 100 Budget, IDP, In-Year reports and AR or > 0% Total Water Revenue
Total Water Expenditure
Total Refuse Revenue less Total Refuse Statement of Financial Performance, —
Net Surplus /Deficit Refuse N Budget, IDP, In-Year reports and AR =or > 0% Total Refuse Revenue 15 943 196
Expenditure/Total Refuse Revenue x 100
Total Refuse Expenditure 27 786 166
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Net Surplus /Deficit Sanitation
and Waste Water

Total Sanitation and Waste Water Revenue less
Total Sanitation and Waste Water Expenditure/Total
Sanitation and Waste Water Revenue x 100

Statement of Financial Performance,
Notes to AFS, Budget, IDP, In-Year
reports and AR

=or> 0%

#DIV/0!

Total Sanitation and Water Waste
Revenue

Total Sanitation and Water Waste
Expenditure

DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS

AND RESULTS

B. Distribution Losses

e (Number of Electricity Units Purchased and/or . -
1 (Ellifggg 2')5 tribution Losses Generated - Number of units sold) / Number of ﬁg?::i?iﬂ%ﬁ;f :i?'lgnl?:iafl)zttaﬁients 7% - 10% N;:;?g:e(g units purchased and/or 91 568 908
9 Electricity Units Purchased and/or generated) x 100 9
Number of units sold 79 710 467
#DIV/O!
S (Number of Kilolitres Water Purchased or Purified - i P
2 }’l‘f;‘tri;r'?t';'tl';m'o” Losses Number of Kilolitres Water Sold) / Number of ﬁg?::'tSizzﬁéf;ﬂgni;ﬁ‘g:a;'ﬂems 15% - 30% Nllj‘r’;;it(’;r of kilolitres purchased and/or
9 Kilolitres Water Purchased or Purified x 100 P
Number of kilolitres sold
C. Revenue Management
5%
(Period under review's number of Active Debtor
1 Growth in Number of Active Accounts - previous period's number of Active Debtors Svstem None Number of Active Debtors Accounts 31 438
Consumer Accounts Debtor Accounts)/ previous number of Active Debtor 4 (Previous)
Accounts x 100 :
Number of Active Debtors Accounts
33093
(Current)
(Pe_no<'j under review's Total Revenue_- plrewous Statement of Financial Performance, CPI 5%
2 Revenue Growth (%) period's Total Revenue)/ previous period's Total d d =CPI -
Revenue ) x 100 Budget, IDP, In-Year reports and AR Total Revenue (Previous) 419 956 421
Total Revenue (Current) 471 077 569
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DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS

AND RESULTS

CPI 5%
(Period under review's Total Revenue Excluding : . >
Revenue Growth (%) - Excluding |capital grants- previous period's Total Revenue Statement of Financial Performance, . )
3 capital grants excluding capital grants)/ previous period's Total Notes to AFS , Budget, IDP, In-Year =CPI Total Revenue Exl.Capital (Previous) 394 472 094
) ! reports and AR
Revenue excluding capital grants ) x 100
Total Revenue Exl.Capital (Current) 439 894 682
D. Expenditure Management
Trade Creditors 17 660 997
Contracted Services 81 216 883
Repairs and Maintenance 16 924 343
Statement of Financial Performance, General expenses 35 174 552
Creditors Payment Period (Trade|Trade Creditors Outstanding / Credit Purchases Notes to AFS, Budget, In-Year
! Creditors) (Operating and Capital) x 365 reports and AR 30 days Bulk Purchases RIS
Capital Credit Purchases (Capital
Credit Purchases refers to additions 40 882 666
of Investment Property and
Property,Plant and Equipment)
IL;re?:Lar,_ Fr(;ntllzess ag_(: Wasteful and 90 691 120
Irregular, Fruitless and Wasteful ] . Statement Financial Performance, nauthorised =xpenaiture
. N (Irregular, Fruitless and Wasteful and Unauthorised . .
2 and Unauthorised Expenditure / Expenditure) / Total Operating Expenditure x100 Notes to Annual Financial Statements 0%
Total Operating Expenditure P p 9 =Xp and AR Total Operating Expenditure 520 351 763
Taxation Expense -
. Remuneration (Employee Related Costs and ) . Employee/personnel related cost 122 266 349
Remuneration as % of Total . ’ ) . Statement of Financial Performance, : -
3 ) . Councillors' Remuneration) /Total Operating 25% - 40% Councillors Remuneration 9 330 037
Operating Expenditure . Budget, IDP, In-Year reports and AR - -
Expenditure x100 Total Operating Expenditure 520 351 763

Taxation Expense
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DATA SOURCE

NORM/RANGE

INPUT DESCRIPTION

DATA INPUTS

AND RESULTS

Contracted Services % of Total |Contracted Services / Total Operating Expenditure |Statement of Financial Performance, Contracted Services 81 216 883
4 . . 2% - 5% : -
Operating Expenditure x100 Budget, IDP, In-Year reports and AR Total Operating Expenditure 520 351 763
Taxation Expense -
E. Grant Dependency
54%
Statement of Financial Position,
Own funded Capital Expenditure Own funded Capital Expenditure (Internally Budget, AFS_ Appgndlces, Notes to Internally generated funds 9699 779
(Internally generated funds + . . the Annual Financial Statements
1 ) ) generated funds + Borrowings) / Total Capital . None
Borrowings) to Total Capital Expenditure x 100 (Statement of Comparative and Actual .
Expenditure p Information), Budget, IDP, In-Year Borrowings 12448711
reports and AR
Total Capital Expenditure 40 882 666
Statement of Financial Position, 24%
Own funded Capital Expenditure . . Budget, AFS. Appt_andlces, Notes to
Own funded Capital Expenditure (Internally the Annual Financial Statements
2 i(Internally Generated Funds) to . . A None Internally generated funds 9699 779
. . Generated Funds) / Total Capital Expenditure x 100 |(Statement of Comparative and Actual
Total Capital Expenditure -
Information) Budget, IDP, In-Year
reports and AR Total Capital Expenditure 40 882 666
77%
Own Source Revenue (Total revenue - Government ! . Total Revenue S W Sk
Own Source Revenue to Total rants and Subsidies - Public Contributions and Statement Financial Performance, G d subsidi 1311 140 055
3 Operating Revenue(Including 9 } - ) ) Budget, IDP, In-Year reports and AR None overnment grant and subsidies
Agency Revenue) Donations)/ Total Operating Revenue (including
gency agency services) x 100 Public contributions and Donations =
Capital Grants 31 182 887
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DATA INPUTS
AND RESULTS

DATA SOURCE NORM/RANGE INPUT DESCRIPTION

. . . i . Statement of Financial Position,
1 Capital Expe_ndlture_ Budget Actual (j,apltal Expenditure / Budget Capital Budget, AFS Appendices, In-Year 95% - 100% Actual Capital Expenditure 40 882 666
Implementation Indicator Expenditure x 100 - -
reports and AR Budget Capital Expenditure 30 499 836
. . . . . |Statement of Financial Position, - -
2 Operating E)_(pendlt_ure Budget |Actual Qperatmg Expenditure / Budgeted Operating Budget, AFS Appendices, IDP, In- 95% - 100% Actual Operating Expenditure 520 351 763
Implementation Indicator Expenditure x 100 . .
Year reports and AR Budget Operating Expenditure 451 900 489
Operating Revenue Budget Actual Operating Revenue / Budget Operatin Statement of Financial Position, Actual O ing R 471 077 569
3 p 9 ) " 9 p 9 g p g Budget, AFS Appendices, IDP, In- 95% - 100% Ctual Operating Revenue
Implementation Indicator Revenue x 100 .
Year reports and AR Budget Operating Revenue 482 400 325
Service Charges and Property  |Actual Service Charges and Property Rates Statement of Financial Position, Actual Service Charges and Property 219 869 420
4 Rates Revenue Budget Revenue / Budget Service Charges and Property Budget, AFS Appendices, IDP, In- 95% - 100% Rates Revenue
Implementation Indicator Rates Revenue x 100 Year reports and AR .
Budget Service Charges and
216 690 009
Property Rates Revenue

109 | Page



CHAPTER 6

Auditor-General Audit Findings & Audit
Action Plan
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Report of the auditor- general to the KwaZulu Natal Provincial legislature and

the council of uMngeni Municipality

Report on the audit of the annual performance report

Qualified opinion

1. | have audited the financial statements of the uMngeni Municipality set out on pages 152 to 270,
which comprise the statement of financial position as at 30 June 2021, the statement of financial
performance, statement of changes in net assets, cash flow statement and 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, except for the effects of the matters described in the basis for qualified opinion
section of this auditor’s report, the financial statements present fairly, in all material respects, the
financial position of the uMngeni Municipality as at 30 June 2021, and its financial performance and
cash flows for the year then ended in accordance with the South African Standards of Generally
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the Municipal
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of
Revenue Act of South Africa, 2020 (Act No. 4 of 2020) (Dora).

Basis for qualified opinion

Unauthorised expenditure

3. Iwas unable to obtain sufficient appropriate audit evidence to support unauthorised expenditure due
to differences identified between the budgeted amounts per the expenditure vote and the approved
budget by the Council. In addition, there were differences between actual expenditure utilised in the
calculation of unauthorised expenditure and the actual expenditure disclosed in the financial
statements. | was unable to confirm the unauthorised expenditure by alternative means.
Consequently, | was unable to confirm whether any adjustments were necessary to the unauthorised
expenditure stated at R268,66 million (2019-20: R182,60 million) as disclosed in note 59 to the

financial statements.

Statement of changes in net assets
4. | was unable to obtain sufficient and appropriate audit evidence to confirm adjustments to the
opening balance of accumulated surplus due to the status of accounting records. | was unable to

confirm the opening balance of accumulated surplus by alternative means. Consequently, | was
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unable to determine whether any adjustments were necessary to the opening balance of
accumulated surplus stated at R1,05 billion in the statement of changes in net assets and the

statement of financial position.

Statement of comparison of budget and actual amounts

The presentation of the statement of comparison of budget and actual amounts was not prepared
in accordance with the requirements of the SA standards of GRAP 24, Presentation of budget
information in the financial statements. This was due to multiple errors identified in determining the
variances when comparing the actual amounts in the statement of comparison of budget and the
underlying statements. In addition, explanations for some material differences were not disclosed
in the financial statements. Consequently, the variances between the actual and budgeted amounts
as disclosed in the statement of comparison of budget and actual amounts, did not reflect the actual

variances incurred by the municipality.

Net cash flows from operating activities

6.

During 2020, the municipality did not correctly prepare and disclose the net cash flows from
operating activities as required by SA Standards of GRAP 2, Cash flow statements. This was due to
multiple errors in determining cash flows from operating activities. | was not able to determine the
full extent of the errors in the net cash flows from operating activities as it was impracticable to do
so. Consequently, | was unable to determine whether any adjustments to cash flows from operating

activities as stated at R52 million in the financial statements were necessary.

My audit opinion on the financial statements for the period ended 30 June 2020 was modified
accordingly. My opinion on the current year financial statements was also modified because of the
possible effect of this matter on the comparability of the operating expenditure for the current

period.

Context for the opinion

8.

| conducted my audit in accordance with the International Standards on Auditing (ISAs). My
responsibilities under those standards are further described in the auditor-general’s responsibilities

for the audit of the financial statements section of my report.

| am independent of the municipality in accordance with the International Ethics Standards Board

for Accountants’ International code of ethics for professional accountants (including International
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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.

10. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for

my qualified opinion.

Emphasis of matters

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

Material impairment - receivables from exchange transactions

12. As disclosed in note 12 to the financial statements, an allowance for debt impairment of R28,97
million (2019-20: R14,73 million) was recognised by the municipality as a result of irrecoverable
debts.

Material impairment - receivables from non- exchange transactions

13. As disclosed in note 13 to the financial statements, an allowance for debt impairment of R149,65
million (2019-20: R90,55 million) was recognised by the municipality as a result of irrecoverable
debts.

Material losses - electricity

14. As disclosed in note 22 to the financial statements, material electricity losses of R19,69 million
(2019-20: R83,05 million) were incurred due to technical losses and illegal connections, which

represents 16% of total electricity purchased during the year.

Other matter

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

Unaudited disclosure notes

16. 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.
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Responsibilities of the accounting officer for the financial statements

17. The accounting officer is responsible for the preparation and fair presentation of the financial
statements in accordance with the SA Standards of GRAP and the requirements of the MFMA, and
for such internal control as the accounting officer determines is necessary to enable the preparation

of financial statements that are free from material misstatement, whether due to fraud or error.

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

alternative but to do so.

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

19. 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.

20. A further description of my responsibilities for the audit of the financial statements is included in the

annexure to this auditor’s report.

Report on the audit of the annual performance report

Introduction and scope

21. In accordance with the Public Audit Act, 2004 (Act. No 25 of 2004) (PAA) and the general notice
issued in terms thereof, | have a responsibility to report on the usefulness and reliability of the
reported performance information against predetermined objectives for the selected development
priority presented in the annual performance report. | performed procedures to identify material

findings but not to gather evidence to express assurance.

22. My procedures address the usefulness and reliability of the reported performance information,
which must be based on the municipality’s approved performance planning documents. | have not
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23.

24,

25.

evaluated the completeness and appropriateness of the performance indicators included in the
planning documents. My procedures do not examine whether the actions taken by the municipality
enabled service delivery. My procedures do not extend to any disclosures or assertions relating to
the extent of achievements in the current year or planned performance strategies and information
in respect of future periods that may be included as part of the reported performance information.

Accordingly, my findings do not extend to these matters.

| evaluated the usefulness and reliability of the reported performance information in accordance with
the criteria developed from the performance management and reporting framework, as defined in
the general notice, for the basic service delivery and infrastructure development priority presented

on pages 59 to 65 in the municipality’s annual performance report for the year ended 30 June 2021.

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

to determine whether it was valid, accurate and complete.

The material finding on the usefulness and reliability of the performance information of the selected

development priority is as follows:

Basic service delivery and infrastructure

Refuse removal collection

26.

The method of calculation for measuring the planned indicator was not clearly defined and related
systems and processes were not adequate to enable consistent measurement and reliable reporting
of performance against the predetermined indicator definitions. As a result, limitations were placed
on the scope of my work and | was unable to audit the reliability of the achievement of weekly refuse
removal collection reported against target weekly refuse removal collection in the annual

performance report.

Other matters

27.

| draw attention to the matters below.
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Achievement of planned targets

28. The annual performance report on pages 30 to 91 sets out information on the achievements of the
planned targets for the year. This information should be considered in the context of the material
finding on usefulness and reliability of the reported performance information in paragraph 26 of this

report.

Adjustment of material misstatements

29. | identified material misstatements in the annual performance report submitted for auditing. These
material misstatements were in the reported performance information of basic service delivery and
infrastructure development priority. As management subsequently corrected only some of the
misstatements, | raised a material finding on the usefulness and reliability of the reported

performance information. The material finding that was not corrected is reported above.

Report on the audit of compliance with legislation

Introduction and scope

30. In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility
to report material findings on the municipality’s compliance with specific matters in key legislation.

| performed procedures to identify findings but not to gather evidence to express assurance.
31. The material findings on compliance with specific matters in key legislation are as follows:

Annual financial statements

32. 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 non-
current assets, non-current liabilities, expenditure, and disclosures identified by the auditor in the
submitted financial statements were subsequently corrected, but the uncorrected misstatements

resulted in the financial statements receiving a qualified opinion.

Strategic planning and performance management

33. The performance management system and related controls were inadequate as the described
processes of planning, monitoring, measurement and reporting were not conducted and managed

as intended, as required by municipal planning and performance management regulation 7(1).
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Asset management

34. An effective system of internal control for assets was not in place, as required by section 63(2)(c)
of the MFMA.

Procurement and compliance management

35. Some of the goods and services with a transaction value of below R200 000 were procured without
obtaining the required price quotations, in contravention of Supply Chain Management Regulations
(SCM) 17(1)(a) and (c).

Consequence management

36. Irregular and fruitless and wasteful expenditure incurred by the municipality were not investigated

to determine if any person is liable for the expenditure, as required by section 32(2)(b) of the MFMA.

37. Unauthorised expenditure incurred by the municipality was not investigated to determine if any

person is liable for the expenditure, as required by section 32(2)(a) of the MFMA.

Expenditure management

38. Reasonable steps were not taken to prevent unauthorised expenditure, as required by section
62(1)(d) of the MFMA. The full extent of the unauthorised expenditure could not be quantified as
indicated in the basis for qualification paragraph. The majority of the disclosed unauthorised

expenditure was caused by overspending of the approved budget.

39. Reasonable steps were not taken to prevent irregular expenditure amounting to R4,6 million as
disclosed in note 61 to the annual financial statements, as required by section 62(1)(d) of the MFMA.

The majority of the disclosed irregular expenditure was due non-compliance with SCM regulations.

Other information

40. The accounting officer is responsible for the other information. The other information comprises the
information included in the annual report. The other information does not include the financial
statements, the auditor’s report and the selected development priority presented in the annual

performance report that have been specifically reported in this auditor’s report.

41. My opinion on the financial statements and findings on the reported performance information and
compliance with legislation does not cover the other information and | do not express an audit

opinion or any form of assurance conclusion on it.
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42.

43.

In connection with my audit, my responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements and
the selected development priority presented in the annual performance report, or my knowledge

obtained in the audit, or otherwise appears to be materially misstated.

| did not receive the other information prior to the date of this auditor’s report. When | do receive
and read this information, if | conclude that there is a material misstatement therein, | am required
to communicate the matter to those charged with governance and request that the other information
be corrected. If the other information is not corrected, | may have to retract this auditor’s report and

re-issue an amended report as appropriate. However, if it is corrected this will not be necessary.

Internal control deficiencies

44,

45.

46.

| considered internal control relevant to my audit of the financial statements, reported performance
information and compliance with applicable legislation; however, my objective was not to express
any form of assurance on it. The matters reported below are limited to the significant internal control
deficiencies that resulted in the basis for the qualified opinion, the findings on the annual

performance report and the findings on compliance with legislation included in this report.

Management did not implement daily and monthly financial controls to ensure that the financial

statements and performance reports are supported by accurate and complete underlying records.

Leadership has responded slowly in terms of addressing consequence management as the cases
of irregular, unauthorised as well as fruitless and wasteful expenditure reported in the previous

years have not been investigated.

Other reports

47.

48.

| draw attention to the following engagements conducted by various parties which had, or could
have, an impact on the matters reported in the municipality’s financial statements, reported
performance information, compliance with applicable legislation and other related matters. These
reports did not form part of my opinion on the financial statements or my findings on the reported

performance information or compliance with legislation.

At the time of this report, the Department of Co-operative Governance and Traditional Affairs was

conducting investigations into alleged procurement processes, staff appointment processes and
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inappropriate payments made to suppliers. The investigations were in progress and the expected

date of the outcome is unknown.

49. At the time of this report, the Special Investigative Unit (SIU) had conducted an investigation on
misconduct of the municipal employee, the investigation report was tabled to the Council after year
end. The disciplinary processes commenced after year end and the employee has since been
suspended. The Council appointed the external service provider to investigate the allegations of

misconduct following recommendations contained in the SIU investigation report.
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As part of an audit in accordance with the ISAs, | exercise professional judgement and maintain
professional scepticism throughout my audit of the financial statements and the procedures
performed on reported performance information for selected development priority and on the
municipality’s compliance with respect to the selected subject matters.

Financial statements

2.

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

e identify and assess the risks of material misstatement of the financial statements,

whether due to fraud or error; design and perform audit procedures responsive to those
risks; and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,

intentional omissions, misrepresentations or the override of internal control

obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the municipality’s internal control

evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the accounting officer.

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

events or conditions may cause a municipality to cease operating as a going concern
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e evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and determine whether the financial statements represent the

underlying transactions and events in a manner that achieves fair presentation
Communication with those charged with governance

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

4. | also provide the accounting officer with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and, where
applicable, actions taken to eliminate threats or safeguards applied.
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AUDIT ACTION PLAN
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Auditor General Action Plan on findings of the 2020.21 financial year

# Audit finding Nature Of Audit finding Occurred | Corrective Measure Responsible Status Target Date
in Prior person
year (Y/N)
Qualified items:

Unauthorised | | was unable to confirm whether any N Complete a reconciliation disclosure to | CFO/ Manager: | Incomplete 15 August 2022
expenditure adjustments were necessary to the address the differences between the Budgets

unauthorised expenditure stated at MSCOA votes and AFS disclosure

as disclosed in note 55 to the financial

statements.
Commitments | The municipality did not accurately N Review the AFS to ensure that the CFO/ Manager: | Incomplete 15 August 2022

account for commitments in accordance . . Expenditure

, , disclosure for commitments that have
with GRAP requirements, consequently
: o been approved but that have not been
this has resulted in differences between
) ) , , contracted have been excluded

the amount disclosed in the financial

statements and commitments register —

This resulted in overstatement of amount

disclosed in AFS.
Cash flow The municipality did not accurately correct | Y Timely and complete submission to CFO/ Manager: | Incomplete 15 August 2022
statement for cash flow statement from operating Internal Audit for review the AFS to Budgets

activities in accordance with the
requirements of GRAP 2, Cash flow
statements. Commitments disclosed in

ensure accuracy of disclosure of Cash
flow Statement — Operating Activities
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note 48 to the financial statements is
overstated by R71,20 million.

Statement of
changes in net
assets

The municipality did not prepare the
statement of net assets in accordance
with the requirements of GRAP 1,
Presentation of financial statements due to
differences between the 2 correction of
errors amount included in the statement
of net assets and the prior period
adjustments note to the financial
statements. | was not able to determine
the full extent of the errors in the
correction of errors amount as it was
impracticable to do so. Consequently, |
was unable to determine whether any
adjustments to the correction of errors
amount as stated in the statement of net
assets at R74,26 million in the financial
statements was necessary.

Review the correction of error note and
journals for current and prior years and
adjust to be in accordance with GRAP
standards

CFO/ Manager:
Budgets

Incomplete

15 August 2022

Statement of
comparison of
budget and
actual amount

The presentation of the statement of
comparison of budget and actual amounts
was not prepared in accordance with the
requirements of the SA standards of
GRAP 24. This was due to multiple errors
identified in determining the amounts of
variances between the actual and the
budgeted amounts. In addition,
explanations for some material variances

Complete a reconciliation disclosure to
address the differences between the
MSCOA votes and AFS disclosure
prepared in terms of GRAP

Complete explanations for all material
variance in all financial reports
including s71 reports

CFO/ Manager:
Budgets

Incomplete

15 August 2022
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were not disclosed in the financial
statements.

Emphasis of matters:

Material As disclosed in note 10 to the financial Implement systems to reduce CFO/ Manager: | Incomplete 30 June 2022
impairment — statements, debt impairment of R28,97 irrecoverable debts and improve debt Revenue

receivables million (2019- 20: R14.7 million) was collection

from exchange | incurred as a result of irrecoverable debts.

transactions

Material As disclosed in note 11 to the financial Implement systems to reduce CFO/ Manager: | Incomplete 30 June 2022
impairment — statements, debt impairment of R149,65 irrecoverable debts and improve debt Revenue

receivables million (2019- 20: R90,55 million) was collection

from non - incurred as a result of irrecoverable debts.

exchange

transactions

Material losses | As disclosed in note 20 to the financial CFO/ Manager: | Incomplete 30 June 2022
— electricity statements, material electricity losses of Revenue

R23,72 million (2020: R83,05 million)
were incurred due to technical losses and
illegal connections, which represents 16%
of total electricity purchased during the
year.

Implement systems to reduce
electricity losses

125|Page




Perform

ance Management Systems: Qualified Opinion

Weekly refuse | The method of calculation for measuring Y MM/ Manager: | Incomplete 28 February 2022
removal the planned indicator was not clearly Review unit of measure during mid- PMS and
collection defined and related systems and year adjustment and ensure KPl is Manager:

processes were not adequate to enable clearly defined in the technical Waste

consistent measurement and reliable indicator description.

reporting of performance against the

predetermined indicator definitions.
Adjustment of | Material misstatements reported Y Ensure quality control on all reported MM/ Manager: | Incomplete 30 June 2022
material performance information of basic service performance information before PMS
misstatements | delivery and infrastructure. submission to all relevant Council Manager.

committees and AG. Internal Audit
Compliance with legislation:

Annual The financial statements submitted for Y Complete Supporting schedules to be CFO/ Manager: | Incomplete 31 July 2022
Financial auditing were not prepared in all material submitted with draft AFSs to Internal Budgets
Statements respects in accordance with the Audit for review prior to submission to

requirements of section 122(1) of the
MFMA. Material misstatements of
commitments, unauthorised expenditure,
Statement of changes in net assets,
statement of comparison of budget and
actual amounts and the cash flow
statement identified in the submitted
financial statements were not adequately

AG for year-end audit
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corrected, which resulted in the
municipality receiving a qualified opinion.

Strategic Performance targets were not set for each MM/ Manager: | Incomplete 30 June 2022
planning and of the KPIs for the financial year, as Ensure that all IDP development PMS
performance required by section 41(1)(b) of the priorities and objectives have set
management MUniCipaI SyS’[emS Act of South Africa, measurable performance targets_
2000 (Act No. 32 of 2000) (MSA) and
municipal planning and performance
management regulation 12(1).
Asset An effective system of internal control for Establishment of an Asset CFO/ Manager: | Incomplete 30 June 2022
management assets was not in place, as required by Management Unit Budgets/
section 63(2)(c) of the MFMA. Manager
2)(©) Acquisition of an Asset Management Assetg
Software/ System that is compliant
with MFMA 63(2)(c )
Bi-annual physical asset counts to
update the Fixed asset register (FAR)
Review and correct the amount of
depreciation in the FAR
Submit complete fixed asset register
and relevant trial balance to Internal
Audit for review to ensure compliance
with MFMA 63(2)(c ) prior to
submission to AG for audit
Procurement Some of the goods and services with a Ensure that quotations are sourced and CFO/ Manager | Incomplete 30 June 2022
and transaction value of below R200 000 were SCM

attached to all relevant transactions
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compliance procured without obtaining the required and relevant approvals to be obtained
management price quotations, in contravention of by and attached where it is impracticable
SCM regulation 17(1)(a) and (c). to do so and relevant reports to be
recorded on the deviations/ UIFW
registers
Consequence | Fruitless and wasteful expenditure Monthly submission of (UIFW) MM/ CFO/ Incomplete 31 January 2022
management incurred by the municipality was not unauthorised, irregular, fruitless and Manager
investigated to determine if any person is wasteful expenditure to Internal Audit Internal Audit/
liable for the expenditure, as required by for investigation Manager: SCM
section 32(2)(b) and 32 (2) (b) of the
MFMA / municipal budget and reporting
regulations 75(1).
Expenditure Reasonable steps were not taken to | MM/ CFO/ Incomplete 31 January 2022
) . mplement systems to prevent UIFW
management prevent irregular (R4.6m), unauthorised . . . Manager
. . expenditure — SOPs compliant with i
and fruitless and wasteful expenditure Expenditure/

amounting (R0.06 million), as disclosed in
note 55 to the annual financial statements,
in contravention of section 62(1)(d) of the
MFMA.

MFMA

Manager: SCM
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Councillors, Committee and Council
Attendance

129 |Page



July 2020 to June 2021

Political Clirs Name July August September | October | November | December | January | February | March April May June
Party 2020 2020 2020 2020 2020 2020 2021 2021 2021 2021 2021 2021
COUNCIL COMMITTEE

ANC PR RS Sokhela P P P P P P P P P P P P
ANC PR NF Buthelezi P P P P P P P P P P P P
ANC PR GT Dlamini P P P P P P P P P P P P
ANC CT Mthalane P P P P P P P P P P P P
Ward 11

ANC SD Nkuna P apology | P P P P P P P apology | P apology
Ward 4

ANC SM Ndlovu P P P P P P P P P P P P
Ward 9

ANC PR NE Ngcongo P P P P P P P P P P p P
ANC SS Sibiya P P P P P P P P P P P P
Ward 3

ANC PR SK Pillay P P P P P P P P P P P P
ANC JA Mkhasibe P P P P P P P P P P P P
Ward 1

ANC BA Zuma P P P P P P P P P P P P
Ward 12

ANC QSB Buthelezi | P P P P P P P P P P P P
Ward 8

ANC SS Khumalo P P P P P P P P P P P P
Ward 10

DA Ward | PA Passmoor P P P P P P P P P P P P

7

DA Ward | JE Holmes P P P P P P P P apology | P P P

2

DA PR JN Lewis P P P P P P P P P P P apology
DA PR FT Cele P P P P P P apology | P P P apology | apology
DA PR NN Miotshwa | P P P P P P P P P P P P
DA PR T Sikhakhane P P P P P P P P P P P P
DA Ward | HM Lake P P P P P P P P apology | P P P

5

130 | Page




July 2020 to June 2021

Political Clirs Name July August September | October | November | December | January | February | March April May June

Party 2020 2020 2020 2020 2020 2020 2021 2021 2021 2021 2021 2021

DA Ward | CRW Millar P P P P P apology apology | apology P P P P

6

DA PR S Zondi P P P P P P P P P P P P

DA PR S Mnikathi P P P P P P P P P P P P

EXECUTIVE COMMITTEE

ANC PR RS Sokhela P P P P P N/A P P P P P P

ANC PR NF Buthelezi P P P P P N/A P P P P P P

ANC CT Mthalane P P P out out N/A out out out out out out

Ward 11

DA Ward | PA Passmoor | P P P P P N/A P P P P P P

7

DA Ward | JE Holmes P P P P P N/A P P P P P P

2

ANC PR GT Dlamini N/A N/A N/A P P N/A P P P P P P

FINANCE PORTFOLIO COMMITTEE

ANC PR RS Sokhela N/A P N/A P N/A N/A P N/A P P P P

ANC CT Mthalane N/A P N/A P N/A N/A out N/A out out out out

Ward 11

ANC JA Mkhasibe N/A P N/A P N/A N/A apology | N/A apology | apology | P P

Ward 1

DA Ward | PA Passmoor | N/A P N/A P N/A N/A P N/A P P P P

7

DA Ward | JE Holmes N/A P N/A apology | N/A N/A P N/A P P P P

2

ANC PR NE Ngcongo P P P P P P P

MANAGEMENT PORTFOLIO COMMITTEE

ANC PR NF Buthelezi N/A P N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
(Chair)

ANC SM Ndlovu N/A P N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Ward 9

ANC PR SK Pilllay N/A P N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
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July 2020 to June 2021

Political Clirs Name July August September | October | November | December | January | February | March April May June

Party 2020 2020 2020 2020 2020 2020 2021 2021 2021 2021 2021 2021

ANC PR GT Dlamini N/A N/A N/A P N/A N/A N/A P N/A P N/A P
(Chair)

ANC SM Ndlovu N/A N/A N/A P N/A N/A N/A P N/A P N/A P

Ward 9

ANC PR SK Pillay N/A N/A N/A P N/A N/A N/A P N/A P N/A P

DA PR JN Lewis N/A N/A N/A P N/A N/A N/A P N/A P N/A P

DA PR T Sikhakhane | N/A N/A N/A P N/A N/A N/A P N/A P N/A P

COMMUNITY PORTFOLIO COMMITTEE

ANC PR NF Buthelezi P P N/A P N/A N/A N/A out N/A out N/A out
(Chair)

ANC SD Nkuna Apology | P N/A P N/A N/A N/A P N/A P N/A P

Ward 4

ANC SS Sibiya P P N/A P N/A N/A N/A P N/A apology | N/A P

Ward 3

DA Ward | HM Lake P P N/A P N/A N/A N/A P N/A P N/A P

5

DA PR NN Mlotshwa | P P N/A apology | N/A N/A N/A P N/A P N/A P

ANC PR GT Dlamini N/A N/A N/A N/A N/A N/A N/A P N/A P N/A P
(Chair)

ECONOMIC DEVELOMENT AND PLANNING PORTFOLIO COMMITTE

ANC CT Mthalane N/A P N/A P N/A N/A N/A out N/A out out

Ward 11 | (Chair)

ANC QSB Buthelezi | N/A P N/A P N/A N/A N/A P N/A P P

Ward 8

ANC PR NE Ngcongo N/A P N/A P N/A N/A N/A P N/A P P

DA Ward | CRW Millar N/A P N/A P N/A N/A N/A P N/A P P

6

DA PR S Zondi N/A P N/A P N/A N/A N/A P N/A P P

ANC PR NF Buthelezi N/A N/A N/A N/A N/A N/A N/A P N/A P P
(Chair)

TECHNICAL PORTFOLIO COMMITTEE
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July 2020 to June 2021

Political Clirs Name July August September | October | November | December | January | February | March April May June
Party 2020 2020 2020 2020 2020 2020 2021 2021 2021 2021 2021 2021
ANC CT Mthalane P P P N/A N/A N/A out out out
Ward 11 | (chair)
BA Zuma P P N/A P N/A N/A N/A P N/A P N/A P
ANC SS Khumalo P P N/A P N/A N/A N/A P N/A P N/A P
Ward 10
DA PR FT Cele P P N/A P N/A N/A N/A P N/A P N/A P
DA PR S Mnikathi P P N/A P N/A N/A N/A P N/A P N/A P
ANC PR NF Buthelezi N/A N/A N/A N/A N/A N/A N/A P N/A P N/A P
(Chair)
LANDFILL COMMITTEE
ANC BA Zuma N/A N/A N/A N/A N/A N/A P N/A N/A N/A N/A N/A
Ward 12
ANC SS Sibiya N/A N/A N/A N/A N/A N/A P N/A N/A N/A N/A N/A
Ward 3
DA Ward | HM Lake N/A N/A N/A N/A N/A N/A P N/A N/A N/A N/A N/A
5
INFORMAL TRADERS COMMITTEE
ANC QSB Buthelezi | N/A N/A N/A N/A N/A N/A N/A N/A P N/A N/A N/A
Ward 8 (Chair)
ANC SS Khumalo N/A N/A N/A N/A N/A N/A N/A N/A P N/A N/A N/A
Ward 10
DA PR NN Mlotshwa | N/A N/A N/A N/A N/A N/A N/A N/A P N/A N/A N/A
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UMNGENI MUNICIPALITY FUNCTIONS

Function

Municipal Department

Waste management

Community Services

Electricity provision and distribution

Technical Services
Finance Services

Local tourism

Economic Development and Planning

Municipal airports

Community Services

Municipal planning

Economic Development and Planning

Municipal public services

Community Services

Disaster Management

Community Services

Consumer protection

Economic Development and Planning

Trading regulations

Economic Development and Planning

Nature conservation

Economic Development and Planning
Community Services

Pollution control

Economic Development and Planning

Public transport

Community Services
Technical Services

Property transfers fees

Finance Services

Regional planning and development

Economic Development and Planning

Road traffic regulation

Community Services

Trade

Economic Development and Planning

Urban and rural development

Office of the Municipal Manager
Economic Development and Planning

Vehicle licensing

Community Services

Libraries Community Services
Museums other than national Community Services
museums

Control of public nuisances

Community Services

Facilities for the accommodation, care and
burial of animals

Corporate Services

Fencing and fences

Technical Services

Recreation and amenities

Community Services

Local sports facilities

Office of the Municipal Manager

Markets

Economic Development and Planning

Municipal abattoirs

Community Services

Municipal parks and recreation

Community Services

Municipal roads

Technical Services

Pounds

Community Services

Public places

Community Services

Refuse removal, refuse dumps and solid
waste disposal

Community Services

Street trading

Economic Development and Planning

Street lighting

Technical Services

Traffic and parking

Community Services
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Ward Reporting

136 |Page



Nature and Quarter Dates of Ward Number of Dates of Public | Number of Number of
purpose of Committee Committee Meeting Participating | Public
meeting Meetings Members Municipal Attending
Attending Councillors (total of all
meetings
reported.)
Ward 1 Q1 Nil Nil Nil Nil Nil
Q2 16/10/2020 10 Nil 1 Nil
27/11/2020 9 1
Q3 10/03/2021 8 Nil 1 Nil
Q4 29/05/2021 10 09/05/2021 1 171
13/06/2021 10
Ward 2 Q1 Nil Nil Nil Nil Nil
Q2 16/10/2020 10 Nil 1 Nil
27/11/2020 9
Q3 22/01/2021 7 Nil 1 NIL
31/03/2021 8
Q4 28/04/2021 8 Nil 1 Nil
26/05/2021 8
Ward 3 Q1 Nil Nil Nil Nil Nil
Q2 19/10/2020 8 29/11/2020 1 89
23/11/2020 8
Q3 31/01/2021 10 Nil 1 Nil
18/02/2021 9
Q4 11/04/2021 10 03/05/2021 1 66
02/05/2021 10
02/06/2021 10
Ward 4 Q1 Nil Nil Nil Nil Nil
Q2 11/10/2020 10 29/10/2020 1 130
08/11/2020 10 1
Q3 24/01/2021 10 10/02/2021 1 78
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Nature and Quarter Dates of Ward Number of Dates of Public | Number of Number of
purpose of Committee Committee Meeting Participating | Public
meeting Meetings Members Municipal Attending
Attending Councillors (total of all
meetings
reported.)
21/02/2021 10
14/03/2021 10
Q4 25/04/2021 8 21/06/2021 1 89
25/05/2021 10
20/06/2021 8
Ward 5 Q1 Nil Nil Nil Nil Nil
Q2 12/10/2020 9 21/11/2020 1 45
07/12/2020 9
Q3 11/01/2021 6 Nil 1 Nil
08/02/2021 9
Q4 19/04/2021 7 21/06/2021 1 45
10/05/2021 6
14/06/2021 8
Ward 6 Q1 Nil Nil Nil Nil Nil
Q2 15/10/2020 7 Nil 1 Nil
05/11/2020 7
Q3 04/02/2021 9 Nil 1 Nil
04/03/2021 9
Q4 15/04/2021 5 Nil 1 Nil
06/05/2021 7
03/06/2021 6
Ward 7 Q1 Nil Nil Nil Nil Nil
Q2 10/10/2020 9 22/11/2020 1 90
02/11/2020 9
07/12/2020 9
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Nature and Quarter Dates of Ward Number of Dates of Public | Number of Number of
purpose of Committee Committee Meeting Participating | Public
meeting Meetings Members Municipal Attending
Attending Councillors (total of all
meetings
reported.)
Q3 Nil Nil Nil Nil Nil
Q4 12/04/2021 8 12/06/2021 Nil 47
03/05/2021 8
14/06/2021 7
Ward 8 Q1 NIL Nil Nil Nil Nil
Q2 08/10/2020 10 23/11/2020 1 123
05/11/2020 10
13/12/2020 10
Q3 10/03/2021 7 Nil 1 Nil
Q4 25/04/2021 10 16/04/2021 1 101
30/05/2021 10
27/06/2021 10
Ward 9 Q1 Nil Nil Nil Nil Nil
Q2 17/10/2020 10 23/11/2020 1 129
21/11/2020 10
Q3 22/01/2021 8 Nil 1 Nil
26/02/2021 8
26/03/2021 6
Q4 27/04/2021 10 02/05/2021 1 78
26/05/2021 09
25/06/2021 08
Ward 10 Q1 Nil Nil Nil Nil Nil
Q2 16/10/2020 10 22/11/2020 1 101
20/11/2020 10

139 | Page




Nature and Quarter Dates of Ward Number of Dates of Public | Number of Number of
purpose of Committee Committee Meeting Participating | Public
meeting Meetings Members Municipal Attending
Attending Councillors (total of all
meetings
reported.)
18/12/2020 10
Q3 13/01/2021 9 Nil 1 Nil
17/02/2021 9
24/03/2021 7
Q4 07/04/2021 8 24/06/2021 1 54
12/05/2021 10
14/06/2021 8
Ward 11 Q1 Nil Nil Nil Nil Nil
Q2 11/10/2020 10 23/11/2020 1 99
14/11/2020 10
Q3 30/01/2021 10 31/01/2021 1 77
28/02/2021 10
30/03/2021 08
Q4 30/04/2021 9 03/06/2021 1 53
31/05/2021 9
30/06/2021 10
Ward 12 Q1 Nil Nil Nil Nil Nil
Q2 30/10/2020 10 29/11/2020 1 67
28/11/2020 10
Q3 24/01/2021 10 20/03/2021 1 45
28/02/2021 10
13/03/2021 10
Q4 05/04/2021 10 06/06/2021 32
02/05/2021 10
06/06/2021 10
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Revenue Collection Perfomance by
Source
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Fin_Year Business Key Item

2020 "20170619023084  Collections
2020 0170619032671  Collections
2020 0170619034632  Collections
2020 '20170619032364  Collections
2020 0170619025235  Collections
2020 0170619022245  Collections
2020 0170619023006  Collections
2020 0170619027575  Collections
2020 0170619029707  Collections
2020 0170619024175  Collections
2020 "20170619022781  Collections

Electricity and Waste Management

2020 2.01706E+13 Collections
2020 '20170619021654  Collections
2020 0170619026766  Collections

Interest Revenue

Item Description

Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -
Assets:Current Assets: -

Assets:Current Assets: -
Revenue:Exchange Re -
Assets:Current Assets: -

r2020 r20170619021647 Short Term Investments and Call Accounts Revenue:Exchange Re -
r2020 r20170619021646 Short Term Investments and Call Accounts Revenue:Exchange Re -

Receipts

30553 772,12
10 876 783,14
4 543 887,66
23 667 809,71
6 675 264,70
3527 754,32
153 228,44

120 193 964,31
9 400 983,54

3 185 626,92

4 358,14

212 783 433,00

76 598 350,53
13 974 998,85

8 603 614,45
99 176 963,83

678 021,33
1037 442,78
1715 464,11
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Other Income

2020 "20170619021622
2020 "20170619021626
2020 "20170619021627
2020 "20170619021595
2020 "20190710032047
2020 "20171120050358
2020 "20190710032020
2020 "20170619024786
2020 "20170619021528
2020 "20190710032011
2020 "20200309034349
2020 "20170619021546
2020 "20210801004355
2020 "20170619021586
2020 "20170619021584
2020 "20170619021570
2020 "20170619021596
2020 "20200720981152
2020 "20190710032010
2020 "20180305025729
2020 "20190710032012
2020 "20190710032013
2020 "20170619021590
2020 "20210819015712
2020 "20190710032014

Learners Certificate Revenue

Drivers Licence Application/Duplicate Drivel Revenue

Taxi Rank

Surcharges

Surcharges

Market Porters

Market Porters

Collections

Overdue Books Fine
Community Assets
Ancillary Charges
Availability Charges
Deemed Interest
Administrative Handling Fees
Transaction Handling Fees
Incidental Cash Surpluses
Facilities

Insurance Refund

Skills Development Levy Refund
Cemetery and Burial
Domestic Services
Entrance Fees

Entrance Fees

Objections and Appeals
Parking Fees

Revenue
Revenue
Revenue
Revenue
Revenue

:Non-exchang -
:Exchange Re -
:Exchange Re -
:Non-exchang -
:Non-exchang -
:Exchange Re -
:Exchange Re -

Assets:Current Assets: -

Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue
Revenue

:Non-exchang -
:Exchange Re -
:Exchange Re
:Exchange Re -
:Exchange Re
:Exchange Re -
:Exchange Re -
:Exchange Re -
:Exchange Re -
:Exchange Re -
:Exchange Re -
:Exchange Re -
:Exchange Re
:Exchange Re
:Exchange Re -
:Exchange Re
:Exchange Re

1321 712,07
2 152 949,94

26 608,74
3 478,26
23 194,41
9 217,28

4 159,34
253 793,77
1 442,83
67 123,73

75 060,22
100 390,85
1 562,69

5 680,90

9 839,18
111 441,13
118 952,87
157 785,19
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Other Income

2020 "20170619021526
2020 "20190710032015
2020 "20170619021548
2020 "20171120050349
2020 "20170619021530
2020 "20190710032016
2020 "20170619021592
2020 "20170619021554
2020 "20170619021580
2020 "20170619021552
2020 "20170619021542
2020 "20170619021536

Traffic Fines and Forteits
2020 "20170619021649

Grant Received (Grant Register)
Grants

Total Receipts

Photocopies and Faxes
Application Fees for Land Usage
Building Plan Approval

Building Plan Approval

Building Plan Approval

Building Plan Clause Levy
Clearance Certificates

Town Planning and Servitudes
Tender Documents
Disconnection/Reconnection Fees
Meter Compliance Testing
Notice Revenues

Rental of Facilities

Municipal

Revenue:
Revenue:
Revenue:
Revenue:
Revenue:
Revenue:

Revenue

Revenue:
Revenue:
Revenue:
Revenue:
Revenue:

Revenue:

Exchange
Exchange
Exchange
Exchange
Exchange
Exchange

:Exchange

Exchange
Exchange
Exchange
Exchange
Exchange

Re -
Re -
Re -
Re -
Re -
Re -
Re -
Re -
Re -
Re -
Re -
Re -

Non-exchang -

6 195,63

2 073,04

1 661 912,87
234 497,60
208,70

44 158,63
700 602,56
705 184,71
120 279,37

1 455 550,88
2 580,87

52 658,25
1277 858,00
10 708 542,86

94 632,85

121 268 919,00

445 747 955,65
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Conditional Grants Received:
Excluding MIG

145 | Page



uMngeni Local Municipality
(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Notes to the Annual Financial Statements

Figures in Rand 2021 2020
35. Government grants and subsidies
Operating grants
Equitable share 85,401,000 67,048,000
Expanded Public Works Progarmme Grant 1,000,000 1,000,000
Nodal Plan and Land Scheme Grant - 1,125,023
Integrated National Electrification Grant 7,170,560 3,829,440
Library staffing costs 4,071,000 3,942,000
Finance Management Grant 2,029,672 1,440,328
Musuem Grant 213,000 202,000
Disaster Management Grant - Covid 19 - 1,460,000
Sport and Recreation Maintenance Grant - 27,438
MAP Synegistic Partnership 71,936 18,613
99,957,168 80,092,842
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AUDIT COMMITTEE REPORT FOR THE FINANCIAL YEAR ENDING 30 JUNE 2021
We are pleased to present our report for the financial year ended 30 June 2021.

Composition of the Audit Committee

The Audit Committee of uMngeni Municipality is made up of four members who are not employed by
the municipality and thus independent as required by section 166(4) of the Municipal Finance
Management Act (MFMA). The Audit Committee members were appointed in terms of a council

resolution.

Below are the names and designations of each of the Audit committee members for the 2020.21 financial

year:
Name of Member Designation Status
Mrs. Nokuthula Shabalala Former Chairperson Resigned in August 2021
Mrs. Nomaphelo Titi-Skweyiya | Member Active
Mrs. Samkelisiwe Khanyile Member Active
Mr. Mduduzi Madonsela Chairperson Active
Mr. Mlungisi Shangase Member Active

Meeting Attendance by the Audit Committee members
The Audit Committee is required to meet at least four times per annum as per its approved Terms of

Reference. For the 2020.21 financial year, the following meetings were held:

16 July 2020

28 September 2020 (In Committee meeting)
15 October 2020

20 October 2020

21 January 2021

The attendance for the above meeting was as follows:

Name of Member Number of meetings attended
Mrs. Nokuthula Shabalala 4
Mrs. Nomaphelo Titi-Skweyiya 5
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Mrs. Samkelisiwe Khanyile 3

Mr. Mduduzi Madonsela 5

Mr. Mlungisi Shangase 4

Audit Committee responsibility

The Committee reports that we have adopted appropriate formal Terms of Reference in our charter in
line with the requirements of section 166 of the Municipal Finance Management Act, No. 56 of 2003.
We further report that we conducted our affairs in compliance with the Audit Committee Charter as

adopted by Council.

The committee agrees with the Auditor General that it should improve its oversight role concerning
providing consultative guidance and monitoring related to compliance, performance and financial
reporting processes and monitoring of the implementation of the audit action plan. This will also include
reporting to council at least twice a year as legislated and further advising the MPAC on matters related

to governance and performance systems.

The committee further commits to continuously improve its oversight role by ensuring that the
committee meets as legislated (minimum four times a year), to review and advice council on matters as

stated in section 166 of the Municipal Finance Management Act, No. 56 of 2003.

The effectiveness of internal control
The Committee reviewed various reports from the Internal and External Auditors, on the adequacy and
effectiveness of internal control systems. During the year under review, several deficiencies in the

system of internal control were reported by the internal auditors and the Auditor-General.

The Committee advised management that it should take all reasonable steps to ensure that internal
control weaknesses and deficiencies identified by internal and external auditors are rectified to ensure
adequacy and effectiveness of the system of internal controls. Further recommendations were made to

management to improve the adequacy and effectiveness.

Internal audit

The Committee approved the 2020.21 risk based 3 year rolling internal together with the internal audit
charter as required by section 165 of the Municipal Finance Management Act, No. 56 of 2003. The
monitoring of the completion of the internal audit plan was reported at all audit committee meetings for

comments and recommendations.
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In the 2020.21 financial year, the committee noted a decline in the completion of the internal audit plan
in comparison from the prior year. Fifty five percent (55%) completion of the internal in the 2020.21 as
compared to seventy percent (70%) in 2019.20 financial year. There are various reasons reported that
led to the decline, including national lockdown impact, slow response in provision of information for
audit purposes and the non-provision of laptops or computers to interns and non-upgrade of internal
auditors laptops (due to budget constraints) which led to numerous downtime while computers were
being fixed.

The unit has since reported that the municipality is in the process of procuring the necessary computer

equipment.

The quality of in-year management and monthly/quarterly reports submitted in terms of the MFMA

The Audit Committee reviewed the quarterly and monthly financial reports as required by section 72 and
72 of the MFMA in the meetings that were held for the year under review. The Committee confirms that
relevant reports were submitted to Treasury as required. The committee made recommendations in

terms of improvement of financial status of the municipality.

The municipality further relies on the reviews done by Treasury and Auditor General in terms of the

quality thereof.

Evaluation of financial statements

The Audit committee reviewed the Annual Financial Statement of uMngeni Municipality for the 2020.21
financial year prior to submission to the Auditor-General. During the review meeting a number of findings
were raised by the Committee together with internal audit for correction prior to submission to the AG.
The committee notes that there is room for improvement in terms of timely submission and allowance
for adequate time for review and correction prior to submission to the Auditor-General, and believes
that this will assist in the improvement of the quality and credibility of submitted annual financial

statements.

The Committee concurs and accepts the Auditor-General's conclusions on the annual financial
statements and is of the opinion that the audited annual financial statements be accepted and read
together with the report of the Auditor-General. The committee further advises council and management
of the municipality to ensure that all the issues that were raised by the Auditor General are
comprehensively dealt with as recommended to ensure an improved audit opinion for the 2021.22

financial year audit.
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Evaluation of the Performance Management System

The Committee was concerned with the late submissions, and poor performance in some quarters and
recommends improvements for the upcoming and future years. The findings on such were thus
discussed and action plans to address such findings were developed for implementation by

management.

Furthermore, the Committee concurs and accepts the Auditor-General's conclusions on the annual
performance report and is of the opinion that the audited annual financial statements and performance

report be accepted and read together with the report of the Auditor-General.

Evaluation of Risk Management and Governance

The Committee was concerned with the decline in the risk management and related governance
processes. Thus, the Committee agrees with the similar findings raised by the Auditor-General report.
Various recommendations have been discussed with management, including the filling of the vacant

position of the Risk Management officer in order to improve this critical function.

Other issues

The Committee notes the progress on the external investigation by Special Investigation Unit (SIU)
related to covid-19 expenditure, which has resulted in the suspension of a municipal employee due to
misconduct. It is further noted that the disciplinary processes are still continuing as recommended by
the SIU.

The Committee wishes to express its appreciation to the officials of the municipality and the Auditor-

General for their assistance and co-operation.

Chairperson of the Audit Committee
31 July 2021
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Accounting Officer's Responsibilities and Approval

The Accounting Officer 15 required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate

records and i3 responsible for the content and Integrity of the annual financial statements and related financial
Information Included In this report. It &5 the responsibility of the Accounting Officer fo ensure that the annual financial
statements fairly present the state of affars of the municipality as at the end of the finandal year and the results of its
operations and cash flows for the period then ended. The external auditors are engaged o express an independent opinion on
the annual financial statements and was given unrestricted access to all financial records and related data.

The annual financia! statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practice (GRAP) Including any Interpretations, guidelines and directives issued by the Accounting Standards Board.

The ennual financial statements sre based upon appropnate accounting polices consistently appbed and supported by
reasonable and prudent judgements and estimates.

The Accounting Officer acknowledges that she i ultimately responsible for the system of internal financial control estabkshed
by the municipaity and place considerable importance on maintaining a strong control environment. To enable the Accounting
Officer to meet these responsibilities, the municipality sets standards for internal control aimed at reducing the risk of error or
deficit in a cost effective manner. The standards include the proper delegation of responsibliities within a clearly defined
framework, effective accounting procedures and adequate segregation of duties to ensure an acoeptable level of nisk. These
controés are monitored throughout the municipality and all employees are required to maintain the highest ethical standards in
ensuring the municipality's business is conducted in @ manner that in ail reasonable circumstances Is above reproach. The
focus of risk management in the municipality is on Identfying, assessing. managing and monitoring &ll known forms of risk
across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring
that appropriate Infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined
procedures and constraints.

The Accounting Officer is of the opinicn, 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 statements. However, any system of Internal financial control can provide only reasonable, and not absolute,
assurance against matenal misstatement or deficit.

The Accounting Officer has reviewed the municipality's's cash fiow forecast for the year to 30 June 2022 and, in the Nght of this
review and the current financial position, she is satisfied that the municipality has or has access to adequate resowces to
continue In operational existence for the foreseeable future.

The municipality Is wholly dependent on the Intemnaly generated funds and Govemment Grants for continued funding of
operations. The annual financial statements are prepared on the basis that the municipality is a going concern and that the
municipaity has nesther the intention nor the need to liquidate or curtall matenially the scale of the municipality.

The Accounting Officer also certifies that salaries, alowances and benefits of Counclliors, loans made to Counatllors, if any,
and payments made to Councifiors for loss of office as disclosed in the Annual Financial Statements below are within the upper
limits of the framework envisaged in Section 219 of the Constitution, read in conjunction with the Public Office Bearers Act and
the Minister of Provincial and Local Government's determination in accordance with this Act

The annual financia! statements set out on page 4, which have been prepared on the going concemn basis, were approved by
the on 31 August 2021 and were signed on its behalf by:

Acting Accounting Officer
Mr M Hioba
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1. Approval of Annual Financlal Statements

| am responsible for the preparation of these Annual Financial Statements, which are set on page 5-108 in terms of Section
126 (1) of the Municipal Finance Management Act and which | have signed on behalf of the Municipality.

| certify that the salaries, allowances and benefits of Counclliors ; loans made to Councillors | if any , and payments made to
Councd for the loss office, if any , as disclosed in note 33 of these Annual Financial Statements are within the Upper Limits of
the framework envisaged in section 128 of the Constitution. read with the narration of Public Office Bearers Act and the
Minister of Provincial and the Local Governments Determenation in Accordance with this.

Acting Accounting Officer
Mr M Hioba
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Statement of Financial Position as at 30 June 2021

Figures in Rand Note(s) 2021 2020
Restated*
Assels
Current Assets
Cash and cash equivalents 3 22,484 328 32,096,030
Recelvables from exchange transactions 12 13,584,865 23057342
Recelvables from non-exchange transactions 10&13 37,008,101 74339331
VAT recetvable 1 5.123,640 2,450,776
78,200,934 131,946 479
Non-Current Assets
Investment property 4 57,654 459 58417751
Property, plant and equipment 5 1,039.601,670  1,055020336
Hertage assets 7 5,398,314 5398314
Non-Current Recelvables from exchange transactions 9 5,718,319 3g1a217
1,108,373,062  1,122654,618
Non-Current Assets 1,108,373,062 1,122,654 618
Current Assets 78.200,934 131046479
Total Assets 1,186,573,996  1,254,601,097
Liabilities
Current Liabilities
Annuity loans 16 2,786,868 3,940,102
Finance lease obligation 14 1,364,337 1,804,193
Payables from exchange transactions 18 67,006,331 797175223
Consumer deposits 19 4,762,774 4,634,120
Empioyee benefit obligation 8 2,342,000 1,600,000
Unspent conditional grants 15 2,016,061 15419483
80,398,371 107,173,211
Non-Current Liabllities
Annuity loans 16 9,661,843 13,395.480
Finance lease obligation 14 1,311,477 2705514
Employee bensfit obligation 8 32,030,000 26,163,000
Provisions 17 62,587,004 56,227,195
105,590,024 98,491,198
Non-Current Liabllities 105.590,024 98,491,198
Current Liabiities 80,398,371 107173211
Total Liabllities 185,988,395 205,664,409
Assels 1186,573,906 1,254 601.007
Liabilives (185,988,395) (205,664,400)
Net Assets 1,000,585,601  1,048,936,688
Accumulated surplus 1,000,585603  1,048036,685
Total Net Assets 1,000,585,603  1,048,936,686
* SeeNote 2885
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Statement of Financial Performance

Figures in Rand 2021 2020
Restated*
Revenue
Revenue from exchange transactions
Sale of goods and rendening of senvices ) 3,647,284 2,908,692
Service charges 22 91,304,866 85008403
Rental of facilities and equipment 23 1,277,858 1,087.774
Interest recelved (trading) 24 2,403,388 1,902 299
Licences and permits 26 3,514,647 2,796,025
Operational revenue 30 347,868 301,901
Discount Receved 1,180,239 -
Interest received - investment 3 1,715,464 2,649.715
Actuarial gains 34 - 5,853,000
Total revenue from exchange transactions 105,391,574 102,517,809
Revenue from non-exchange transactions
Taxatlon revenue
Property rates 32 219,869,420 204 867 536
Property rates - penaltes imposad 32 11,974 995 8,095873
Surcharges and Taxes 28 26,672 41872
Transfer revenue
Government grants & subsidies 35 131,140,055 105,577,169
Fines, Penalties and Forfeits 25 2674853 007,577
Total revenue from non-exchange transactions 365,685,995 319,490,027
105,301,574 102,517 800
365,685,995 319490027
Total revenue 20 471,077,569 422,007 836
Expenditure
Empioyee related costs 37 (122,266,349) {118,307 504)
Remuneration of counciliors 38 (9,330,037) (9,323 535)
Depreciation and amortisation 38 (56.,928,008) (56.275.810)
Write-off / impairment of non-cash generating assets 40 136,317 (9,732.486)
Finance costs 42 (7,139,140) (6,713.825)
Lease rentals on operating lease 27 {1.420,499) (1,363.729)
Debt impairment 43 (73,381,778) {42,740,655)
Bulk purchases 44 (127,756,605) (111,520,559)
Contracted services 45 (81,216,883) {87,378.272)
Transfers and Subsidies 33 (572,850) (485.500)
Actuarial losses 34 (3.613,000) -
Materials and supplies 47 (1.688,279) {1,848.484)
Operational expenditure 46 (35,174,552) {30,247 269)
Total expenditure (520,351,763)  (475,937.628)
Total revenue 471,077,569 422 007 836
Total expenditure (520,351,763) (475,937 628)
Operating surplus/deficit - -
Deficit before taxation (49,274 184) (53,929,792)
Taxation - -
Deficit for the year (49,274,194) (53,929,792)

* Ses Note Z&55
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Statement of Changes in Net Assets

Accumulated Total net
Figures in Rand surplus assets
Audited Opening balance as at 1 July 2019 1,276.163,631 1,276,163,631
Adjustments
Correction of errors effected in 201920 restated AFS for prior financial year (159.228,721) (159,228 721)
Correction of errors effected in 2020/21 AFS for 2019/20 opening balance adjustments (14,088 432) (14.068,432)
Balance at 01 July 2019 as restated” 1,102,866,478 1,102,866,478
Changes in net assets
Surplus for the year (53.929,792) (53.929,792)
Total changes (53.929,792) (53.929,792)
Restated" Balance at 01 July 2020 1,048,936,638 1,048,936,688
Changes in net assets
Movement m Accumulated Surplus 934 442 934 442
Net income (losses) recognised directly in net assets 934 442 934 442
Surplus for the year (49.274,194) (49.274,194)
Write off of bank transfer differences (11,333) {11,333)
Total changes (48.351,085) (48.351,085)
Balance at 30 June 2021 1,000,585,603 1,000,585,603
Note(s)

* SeeNote 2855

159 | Page



uMngeni Local Municipality

(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021
Cash Flow Statement
Flgures in Rand Note(s) 2021 2020
Restated*
Cash flows from operating activitles
Recelpts
Property rates and taxes 212,783,433 178,778,336
Senices Charges: Electricity and Waste Management 99,176,964 74,831,316
Government Grants and Subsidies 121,268,910 115,461,000
Inferest Received 1,715,464 2649715
Traffic Fines 94,633 267,000
Other receipts 8,429.270 6,959,718
Vat Refund 23,978,384 -
468,447,067 378,947,085
Payments
Employee costs (117 421,554) (112,531,877)
Suppliers (296,583.816) (198,380,753)
Finance costs (7,139.140) (6,713.825)
Remuneration of Counciiors (9,330.038) {8,323,535)
(430, 474,548)  (326,949,000)
Total receipts 468 447 067 378,947,085
Total payments (430,474 548) (326,949,000)
Net cash flows from operating activities 50 37,972,518 51,997,095
Cash flows from Investing activities
Purchase of property, plant and equipment 5 (40,882,666) (43,100,202)
Cash flows from financing activities
Repayment of annuity loans (4,886.870) (3,336,524)
Increasel (Decrease) Consumer Deposit (13,382) 2,759,432
Finance lease payments (1,804,183) (1,475,858)
Net cash flows from financing activities (6,704,555) (2,052,951)
Net Increase/(decrease) In cash and cash equivalents (9,614,702) 6,843,852
Cash and cash equivalents at the beginning of the year 32,099,030 25255178
Cash and cash equivalents at the end of the year 3 22,484,328 32,099,030

* See Note 2855
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and

Figures in Rand actual
Statement of Financlal Performance
Revenue
Revenue from exchange
transactlons
Service charges - Electricity 106,248,886  (3.402.314) 102,846,572 3432608 (19,413,964) 80.1
Service Charges - Refuse 7,208,125 947,109 8,155,324 7,872,257 (283,067)
Rental of faciliies and equipment 1,203,063 (173.810) 1,029,253 1,277 858 248,605 80.2
Licences and permits 5082401  (1512.783) 3,569,618 3,514,647 (54.971) 60.4
Miscelianeous other revenue 7238511 (2.889.652) 4,348,859 4,021,804 (327,055) 80.5
Interest received - investment 2,199,979 (286,355) 1,913,624 2895702 982,078 60.6
Total revenue from exchange 129,180,965 (7,317,715) 121,863,250 103,014876 (18,848374)
transactions
Revenue from non-exchange
transactions
Taxation revenue
Property rates 216,690,009 - 216,690,009 219860420 3,179,411
Property rates - penalties 11,455,682 - 11455682 14378363 2922681 60.7
imposed
Transfer revenue
Government grants & subssdies 111,839,000 20435664 132,274,664 131,140055  (1,134,609)
Fines, Penalties and Forfeits 123,374 (6.654) 116,720 2,674,853 2,558,133 80.9
Total revenue from non- 340,108,065 20,429,010 360,537,075 368,062,691 7,525,616
exchange transactions
"Total revenue from exchange 120,180,965  (7,317.715) 121,863,250 103014876 (18,843374)
transactions’
Total revenue from non- 340,108,065 20429010 360,537,075 388 062691 7525616
exchange transactions’
Total revenue 469,289,030 13,111,295 482,400,325 471,077,567 (11,322,758)
Expenditure
Employee Related Costs (134.308,948) 11,576,075 (122,822,873) (122,266 349) 556,524
Remuneration of councifiors (9,922 672) 190,861 (9,731,811)  (9,330,037) 401,774
Degreciation and amortisation (35.552,255)  (3,952.745) (39,505,000) (56,928008) (17,423,008) 60.10
Finance costs (2.685,713) (698.773) (3,384,486) (7430140) (3.754,654) 5019
Lease rentals on operating lease  (3.001,137) - (3,001,137) (1420490) 1,580,638 60.12
Debt Impairment (773,823) (17,110.033) (17,883,856) (73,381,778) (55497922) 60.13
Bulk purchases (120.007,148)  (8.248.061) (129,246,109) (127,756,605) 1,489,504
Contracted Services (78.520,393) 5406217 (73,024,176) (g1216883) (8,192,707)
Transfers and Subsidies (3.825.430) 3213870 (611,560) (572,050) 38,610
Other Materiais (1.176,910) (596.162)  (1,773,072)  (1,688,279) 84,793
Actuarial gains/losses - - - (3,613,000) (3,613,000)
General Expenses (56,565,957) 5640548 (50,916,409) (35038235 15878174
Total expenditure (447 ,420,386) (4,480.103) (451,900,489) (520,351,763) (68,451274)

21,868,644 8,631,192 30499836 (40.274,196) (79,774,032)
Deficit before taxation 21,868,644 8,631,192 30,499,836 (49,274,196) (79,774,032)
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference

budget on comparable between final
basis budget and
Figures in Rand actual
Surplus before taxation 21,868,644 8,631,102 30,499,836 (40274.196) (79,774,032)

Taxation - - - -

Actual Amount on Comparable 21,868,644 8,631,192 30,499,836 (49,274,196) (79,774,032)
Basis as Presented in the

Budget and Actual

Comparative Statement

Reconciliation
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basls
Approved  Adjustments Final Budget Actualamounts Difference  Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financlal Position
Assets
Current Assets
Recelvables from non-exchange 66975010  (6,911,189) 60,063,811 40557052 (10,505859)  &0.14
transactions
VAT recenvable - - . 5123640 5,123,640 60.15
Consumer debtors 22,461,337 - 22461337 12848579  (9.814758)  60.16
Cash and cash equivalents 21,085,260 (181,516) 20803744 22484328 1,580,584
110,521,607  (7,092,715) 103,428,892 89,812499 (13,616,393)
Non-Current Assets
Investment property 13,183,073 (3,735502) 9447481 57654459 48,206,978 60.17
Property, plant and equipment  1,308,671,740 21,379,516 1,330,051,256 1 030 601,070 (290,448,286)
Intangible assets 92,548 {86.433) 6,115 S (6,115)
Hentape assets 5,302 616 - 5,392,616 5308314 5,698
Non-Current Receivables from 3,646,369 - 3,646,369 5718319 2,071,850
exchange transactions
1,330,986,346 17,557,491 1,348,543 837 1,108,373,062 (240,170,775)
Non-Current Assets 110,521,607  (7,002.715) 103428892 gggiz499 (13,616:393)
Current Assets 1,330,985,346 17,557,401 1,348,543,837 1 108,373,062 (240,170,775)
Total Assets 1,441,507,953 10,464,776 1,451,972,729 1,198,185561 (253,787,168)
Liabllities
Current Liabllities
Annuity oans 2,822,261 - 2,822 261 4,181.204 1,358,943
Payables from exchange 22705623 (14,100,749) 8,694,874  §3 540511 55,245,637 60.20
transactions
Provisions 79168766  (8,570,000) 70,628,766 20350280 (50,278486) 6021
Consumer deposils 3,135,241 - 3135291 g 7e2774 1627483 go22
Empioyee bensfit obligation - - - 2342000 2342000 6023
Unspent conditional grants - - - 2,016,061 2,016,061 60.24
107,951,941 (22,670,749) 85281192 97592830 12,311,638
Non-Current Liabllitles
Annuity koans 15,072,983 - 15072983 (10973020) (26,046003)  60.25
Empéoyee benefit obligation - - - 32,030,000 32,030,000 60.27
Provisions 20,195,000 - 29,196,000 (88,257,195) (117453,195) 60.28
44,268,983 - 44268983 (67,200,215) (111,469,198)
107,851,941 (22670,749) 85,281,192 07582830 12,311,638
44,268 983 - 44,268,983  (67,200,215) (111,469,198)
Total Liabilities 152,220,924 (22,670,748) 129,550,176 30392615 (99,157.560)
Assets 1441507953 10,464,776 1,451,972,729 1 108 185,561 (253,787,168)
Liabllities (152,220,924) 22,670,749 (129,550,175) (30,392615) 99,157,560
Net Assets 1,289,287,029 33,135,525 1,322,422,554 1,167,792946 (154,629,608)
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved  Adjustments  Final Budget Actual amounts Difference  Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Net Assets
Net Assets Attributable to
Owners of Controlling Entity
Reserves
Accumudated surplus 1,280, 287,029 33135525 1,322,422,554 1 000,596,939 (321,825,615)
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis
Approved  Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and

Figures in Rand actual
Cash Flow Statement
Cash flows from operating activities
Receipts
Property Rates 105,021,008  (6,500.700) 188,520,308 212783433 24,263,125
Senvice Charges 102,111,310  (4.915428) 97195882 9176064 1,981,082
Transfers and Subsidies 90,074,616 8,634,388 98,709,004 09 505369 796,365
Interest income 1,535,409 10,114545 11,650,854 1,410,740  (10,240,214)
Other revenue 15,505,882  (5247.937) 10,257,945 33807011 23,549,066
Transfers and Subsidies - 21,763,550 - 21,763,550 21 763550 v
Capital

426,012,775 2,084,868 428,097,643 468447067 40349424
Payments
Employee costs (134,308048) 0,457,500 (124,941,349) (117,421554) 7,519,795
Suppliers (247 201,759) - (247,201,759) (300,805,392) (53,693,633)
Finance costs (2685713)  (698,773) (3,384,486) (22831057) 1,102,529
Remuneration of Councéiors (9.731,811) - (9,731,811)  (9,330,037) 401,774
Transfers and Grants (378,560) (376,560)  (572,050)  (196,380)

(384,394,791) 8,758,826 (385,635965) (430,501,890) (44,865925)
Total receipts 426,012,775 2084868 428097643 465447067 40349424
Total payments (394.304,791) 8,758,826 (385,635965) (430,501,890) (44,865925)
Net cash flows from operating 31,617,984 10843694 42461678 37945177 (4,516,501)
activities
Cash flows from investing activities
Purchase of property, plantand  (20,024,378) (21,510.236) (50,534,614) (a0 855324) 9,679,290 0
equipment
Cash flows from financing activities
Increase / (decrease) in (756,000) 756,000 . - -
consumer deposits
Finance lease Payments = (1,804,193)  (1,804,193)
Remuneration of Councifiors - - (13,392) (13,3982)
Finance costs (3,124,354) (3,124,354)  (4,885970) (1,762,616)
Net cash flows from financing (3,124,354) - (3,124,354) (6,704,555) (3,580.201)
activitles
Net increase/(decrease) in cash (530,748) (10,686,542) (11,197,290) (ng14702) 1,582,588
and cash equivalents
Cash and cash equivalents at 10,253,535 12847409 32,101,034 32000030 (2,004)
the beginning of the year
Cash and cash equivalents at 18,722,787 2,180,957 20,903,744 22,484 328 1,580,584
the end of the year
Reconclliation
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Accounting Policies

Figures in Rand

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP), issued by the 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 histoncal
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand.

Assets, lisbilites, revenues and expenses were not offset, except where offsetting Is either required or permitted by a Standard

of GRAP.

A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual
financial statements, are disclosed balow.

These accounting policies are conststent with the previous peried, except for the changes set out in note Changes In
accounting policy.

STANDARDS APPROVED AND EFFECTIVE FOR 2020/21 FINANCIAL YEAR

The following GRAP standards have been approved and effective to the municipaty for the 2020021 financal year.

GRAP 1
GRAP 2
GRAP 3
GRAP 4
GRAP §
GRAP 9
GRAP 10
GRAP 11
GRAP 12
GRAP 13
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 38
GRAP 37
GRAP 28

Presentation of Financial Statements
Cash Flow Statements
Accounting Policies, Changes in Accounting Estimates and Errors
The Effects of Changes in Forelgn Exchange Rates
Costs

Revenue from Exchange Transactions
Financial Reporting in Hyperinflationary Economees
Construction Contracts
Inventones
Leases
Events After the Reporting Date
Investment P!
Property Plant and Equipment
Segment Reporting
Provisions, Contingent Liabllities and Contingent Assets
Retated Party Disclosures
impairment of Non -Cash Generating Assets
Revenue from Non- Exchange Transactions (Taxes and Transfers )
Presentation of Budget Information in Finandal Statements
Employee Benefits
Impairment of Cash-Generating Assets
Agriculture
Intangible Assets
Service Concesslon Arrangements: Grantor

Financial Statements
Consolidated Financial Statements
Investments in Associates and Joint Ventures
Joint Arrangements
Desciosure of Interests of Other Entities

GRAP 100 Discounted Operations

GRAP 103

Assets

GRAP 104 Finandial Instruments

GRAP 105 Transfer of Functions Between Entities Under Common Control
GRAP 106 Transfer of Functions Between Entities Not Under common Control
GRAP 107 Mergers

GRAP 108 Statutory Receivables

GRAP 109 Accounting by Principals and Agents

GRAP 110 Living and Non-Living resources
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INTERPRETATIONS OF STANDARDS OF GRAP APPROVED AND EFFECTIVE FOR 2020/21 FINANCIAL YEAR

IGRAP 1 Applying the Probability Test on Initial Recognition of Revenue
IGRAP 2 Changes in Existing Decommissioning, Restoration and Similar Liabilities

IGRAP 3 Determining whether an arrangement contains a lease

IGRAP 4 Rights 1o interests arising from decommissioning, restoration and environmenial rehabiétation funds

IGRAP S  Applying the restatement approach under the Standard of GRAP on financial reporting in hyperinflationary
Conomees

IGRAP& Loyalty Programmes

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

IGRAP 8 Agreements for the Construction of Assets from Exchange Transactions

IGRAP 8 Distributions of Non-cash Assets to Owners

IGRAP 10 Assets Recelved from Customers

IGRAP 13 Operating Leases — Incentives

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

IGRAP 15 Revenue - Barter Transactions Involving Advertising Services

IGRAP 16 Intangible Assets — Website Costs

IGRAP 17 Service Concesslon Arrangements Where a Grantor Controls a Significant Residual Interest in an Asset

IGRAP 18 Recognition and Derecognition of Land

IGRAP 198 Liabllities to Pay Levies

IGRAP 20 Accounting for Adjustments to Revenue

AUTHORITATIVE GUIDELINES APPROVED AND EFECTIVE FOR 2020/21 FINANCIAL YEAR
Guidedine on Accounting for Arrangements Undertaken In terms of the National Housing Programme

1.1 Presentation currency
These annual financial statements are presented in South African Rand, which is the functional currency of the municipality.

1.2 Golng concern assumption

These annual financial statements have been prepared based on the expectation that the municipality will continue to
operate as a going concern for at least the next 12 months.

13 Materiality

Matenal omissions or misstatements of items are material If they could, Individuafly or collectively, influence the decisions or
assessments of users made on the basis of the financial statements. Matenality depends on the nature or size of the omission
or misstaterment judged in the surrounding circumstances. The nature or size of the information item, or a combination of both,

could be the determining factor.

Assessing whether an omission or misstatement could influence decisions of users, and o be material, requires consideration
of the charactenstics of those users. The Framework for the Preparation and Presentation of Financlal Statements states that
users are assumed to have a reasonable knowledge of government. s activities, accounting and a willingness to study the
Information with reasonable diligence. Therefore, the assessment takes info account how users with such attributes could
reasonably be expected to be influenced in making and evaluating decisions.

1.4 Significant judgements and sources of estimation uncertainty
In preparing the annual financial statements, management 5 required to make estimates and assumptions that affect the
amounts represented In the annual financial statements and related discloswes. Use of avadable information and the

appiication of judgement is inherent in the formation of estimates. Actual results In the future could differ from these estimates
which may be material to the annual financlal statements. Significant judgements include;

167 |Page



uMngeni Local Municipality
(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies

14 Significant judgements and sources of estimation uncertainty (continued)
Recelvables from exchange and non-exchange transactions

The municipaity assesses its trade and other receivables for impairment at the end of each reporting period. In determining
whether an impairment loss showld be recorded In swrplus or deficit. the surplus makes judgements as to whether there is
observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

The impairment for trade and other recetvables s calculated on an individual and group portfolio basis, based on historical
collection levels and other indicators present at the reporting date that correlate with relevant portfolio.

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-
In-use calculations and fair values ess costs to sell. These calculations require the use of estimates and assumptions. it is
reasonably possible that the [name a key assumption] assumption may change which may then impact our estimations and
may then require 8 matenial adjustment to the camying value of goodwill and tangible assets.

The municipality reviews and tests the carmying value of assets when events or changes in circumstances suggest that the
carying amount may not be recaverable. Assets are grouped at the lowest level for which identfiable cash flows are largely
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates
are prepared of expected future cash flows for each group of assets.

Provislons

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of
these estimates of provisions are included in note 17 - Provisions.

Useful lives of of Infrastructure and other assets

The municipalty’'s management determines the estmated useful lives and related depreciation charges for the infrastructure
and other assets. This estimate Is based on Industry norm. Management will increase the deprediation charge where useful
lives are less than previousty estimated usefud lives.

Post-retirement benefits

The present value of the post-retirement obligation depends on a number of factors that are determined on an actuarial basis
using a8 number of assumptions. The assumptions used in determining the net cost {income) include the discount rate. Any
changes in these assumptions will Impact on the camrying amount of post-retirement obligations.

The municipality determines the approprate discount rate st the end of each year. This Is the interest rate that should be used
to determine the present value of estimated future cash outflows expected to be required 1o 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 currency in which the benefits will be paid, and that have terms to matunity approximating the terms of the
redated pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in
Note 8.

Allowance for doubtful debts
On debtors, an impairment loss s recognised n surplus and deficit when there Is objective evidence that it is iImpaired. The

Impairment is measured as the difference between the debtors camying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at indtial recognition.
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14 Significant judgements and sources of estimation uncertainty (continued)
Recognition and Derecognition of Land

In some instances the entity is not the legal owner or the custodian of land appointed in terms of legisiation, but assessed that

It controts such land. Key judgements made and assumptions applied to conclude that it controls such fand, are as foillows:

¢ Whether the municipality can direct the use of the land's future economic benefits or service potential to provide services
to beneficianes

e Whether the municipality can exchange, dispose of, or transfer the land; and/or

¢ Whether the municipality can use the land in any other way to generate future economic benefits or service potential

Where the municipality uses the fand to prowide future economic benefits or service potential while another entity has the right
to exchange, dispose of, or transfer the land, the municipality shall assess s abiity 10 exercise the right to exchange, dispose
of, or transfer the land to determine if it is able to dwect or restrict or deny access to the land.

When a municipality directs the use of the land to provide services to beneficianes, either itseif or through directing another
entity to provide specific services, the municipality will conclude that it has the right to direct access to land and to restrict or
deny access of others to land.

In some instances the municipality is the legal owner, or the custodian of land appointed in terms of legisiation, but concludes

that it does not control such land. Key judgements made and assumptions applied to conclude that it does not control such

land, are as follows:

¢ Whether another entity can direct the use of the tand's future economic benefits or service potential to provide services o
beneficianes

¢ Whether another entty can exchange, dispose of, or transfer the land; and/or

¢ Whether another entity can use the tand in any other way 1o generate future economic benefits or service potential

An entity may be granted a right to use the land for a period of time. Control of the land will be demonstrated if the entty has
substantive nghts to the land that enable it to direct access to the land, or fo restrict or deny the access of others to land. For
the entity to demonstrate control, the right of use needs to be for an unlimited period of time and the entity should have other
substantive rights that enable it to direct access to the land, or to restrict or deny the access of others to the land.

In the absence of the municipaity demonstrating that it has granted the right to direct access to and restrict or deny access of
others to the land to another entity, the legal owner controls the land as it retains the nght 1o direct access to land, and 1o
restrict or deny the access of others 1o land.
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1.4 Significant judgements and sources of estimation uncertainty (continued)
Accounting by principals and agent

The municipality makes assessments on whether it is the principal or agent in principal-agent relationships. Significant
Judgements applied in determining whether the municipality is an agent are as follows:

a) It does not have the power to determine the significant terms and conditions of the transaction.

For an municipality to be an agent. it must not have the power 1o determine the significant terms and conditions of the
transactions with third parties. This means that it should not have the power to affect the result of the transaction. The result of
a transaction Is the economic benefits or service potential (or both) that arise from that ransaction. The economic benefits or
service potential can therefore be quantitative or qualitative.

The quantitative result of a transaction represents the monetary amount of & transaction and could include:

*  The amount paid by the third party for a good or a service received, or the amount of any tax, levy or other charge paid
¢  The amount pad to the third party for goads and services procured, or benefits paid as part of a non-exchange
ransaction, e.g. a social benefit

The guaitative result of a transaction cousd include:

¢ The quality of & particular good or service received by the third party.

*  The administrative efficency with which & specific transaction or activity should be performed.
*  The volume of a good or service provided fo the third party

The municipality does not have the power to determine the signdicant terms and conditions of transactions with third parties ff it

lsmtmlebdeclde for exampie, the followsng aspects, but not Emited to:

What goods and services should be provided to, or procured from, third parties; or what taxes, levies or other charges
should be levied on, or payments made to, third parties.

*  Towhom goods and services should be provided, or from whom goods and services should be procured; or on whom
taxes, levies or other charges should be levied, or to whom payments should be made. This does not require the
identification of specific individual third parties, and could be groups of affected third parties.

*  The price to be paid by third parties, or agree on the price {o be paid to third parties; or the amount of tax, levies or other
charges to be paid by, or the amount of payments to be made to, third parties.

o The qualty of the goods and services provided to, or received from, third parties. This may be less relevant to

transactions that relate to taxes, levies, charges received by, or payment by or to, third parties
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1.4 Significant judgements and sources of estimation uncertainty (continued)
b) It does not have the ability to use all, or substantially all. of the resources that result from the transaction for i#s own benefit

The types of resources that result from transactions with third parties could vary depending on the activities that are to be

undertaken In terms of the binding arrangement. The resources that could result from transactions with third parties include:

*  Receipts related to specific goods and services provided, or taxes, levies and other charges.

*  Disbursements for specific goods and services procured to enable the execution of the fransactons with third parties. The
goods and services procured could also result in inventory.

The muncipality must not have the ability to use all, or substantially all, of the resources that result from the transactions with
third parties. Where the municipality retains a portion of the revenue collected as a fee, e.g. 8 commession, or administration or
transaction fee, for the service provided, this fee is usually nominal in relation to the total revenue collected, and as a result, the
municipality would not have the ability 1o use all or substantially all of the resources that result from the transaction.

c) It is not exposad to vanabdity In the results of the transaction:

A municipality Is expesed to vanability in the results of the transaction when It has exposure 1o both the positive and negative

results associated with that transaction, and these exposures are not limited or fixed. There may be a number of factors that

the municipality considers in determining whether it |s exposed to the variability in the results of transactions. The municipalty’s

expomlomevanabilnynmemsunsofatmacnon are usually limited if:
NnﬂterpaﬂyamponslblebrhlﬁngmemandobﬁganaBestabum in the binding arrangement. For example. if

the provision of a certaln good or service s the responsibility of a specific type of entity In legislation, then it is likely that

recipients of that good or senice will look 1o that entity for dedvery of those goods or services.

¢ The municipality has imited inventory nisk, |.e. the nisk of theft, obsolescence or other losses. as well as changes in value.

*  The municipality receives a fixed fee or a fixed margin, e.g. commussion, or administration or transaction fee, for carmying
out the transactions.

*  The municipality is not exposed 1o significant default risk. Le. the risk of fees, taxes, levies or other charges not being pakd
by third parties.

Impairment of statutory recelvables

If there 15 an indication that a statutory recelvable, or & group of statutory receivables, may be impaired, the municipality
measwres and Impairment loss. The impairment loss is measured as the difference between the estimated future cash flows
and the carrying amount. Where the camying amount is higher than the estimated future cash flows. the carrying amount of the
statutory recevable, or group of statutory receivables, are reduced, either directly or through the use of an allowance account.
The amount of the loss is recognised in surplus or deficit.

In estimating the future cash flows, the municipaity considers both the amount and timing of the cash flows that it will receive in
future. Consequently, where the effect of the time vaiue of money Is material, the municipality discounts the estmated future
cash flows using a rate that reflects the current risk free rate and, if appicable, any risks speciic to the statutory receivable, or
group of statutory receivables, for which the future cash fiow estimates have not been adjusted. However, where the
municipalty charges Interest, discounting Is not appled.

An Impairment loss recognised in prior penods for a statutory recelvable are revised if there has been a change In the
estimates used since the iast impairment loss was recognised, or to refiect the effect of discounting the estimated cash flows.
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1.4 Significant judgements and sources of estimation uncertainty (continued)
Accounting for adjustments to revenue

Determining whether an adjustment 1o revenue charged in terms of legisiation or similar means is a correction of an error or a
change in an accounting estimate requires the application of judgement by management. When adjustments to revenue
already recognised arise from new information that becomes known o the municipality. the following considerations are
apped to determine whether the adjustment to revenue already recognised 15 a correction of an eror or a change In an
accounting estimate:

(a) If information becomes known to the municipality. and the municipaity could reasonably have been expecied to know of the
Information and/or the Information used was incorect, the adjustment to revenue is likely to be a comrection of an error.

(b} If information becomes known to the municipality, but the municipaity could not reasonably have been expected to know of
this Information when the revenue was charged. the adjustment to revenue is Mkely to be a change in an accounting estimate.

Accounting for adjustments to revenue that correct an error or prior period error

Following the outcome of the determnation processes noted above, and assessing whether this is new information that
becomes known to the municipaity, the municipality accounts for an adjustment to revenue already recognised, including
interest and penalties, as the correction of an error or prior penod error where the entity:

{a) has not followed a proper due process to promulgate the tanff, basis, percentage or formula to charge the revenue; and/or
(b) incorrectly applied the tariff. basis, percentage or formula in charging revenue.

Errors discovered within the reporting period whech relates to that penod are comected before the annuat financial statements
are authornsed for issue. The principles in GRAP 3 are applied to account for the adjustment to revenue already recognised as
a result of the comection of a prior period error.

Accounting for adjustments to revenue as a change in an accounting estimate

Following the outcome of the determination processes noted above, and assessing whether this s new information that
becomes known to the municpality, the municipality accounts for any adjustment to revenue already recognised, including
Interest and penalties. as a change in an accounting estimate if changes occur in the circemstances that led to the recognition
of the revenue.

The principles in GRAP 3 are applied to account for 8 change In an accounting estimate.
1.5 Investment property

Investment property is property (land or a building - or part of a buiiding - or both) held to eamn rentals or for capital appreciation
or both, rather than for:

s use In the production or supply of goods or services or for

¢ administrative purposes, or

s  sale in the ordinary course of operations.

Owner-occupled property s property held for use in the production or supply of goods or services or for administrative
purposes.

Investment property i recognised as an asset when, it s probable that the future economic benefits or service potential that
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property
can be measured reliably.

Investment property Is initially recognised at cost. Transacton costs are included In the initial measurement.

Where investment property s acquired through & non-exchange transaction, s cost is #s fair value as at the date of
acquisition.

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a

replacement part Is recognised In the carrying amount of the investment property, the carmrying amount of the replaced part is
derecognised.
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1.5 Investment property (continued)
Cost model
Investment property Is carmed at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is provided to write down the cost. less estimated residual value by equal instaiments over the useful life of the
property, which is as follows:

Item Useful life
Property - land indefinite
Property - buildings 30 years

Investment property is derecognised on disposal or when the investment property Is parmanently withdrawn from use and no
future economic benefits or service potential are expected from its disposal.

Gains or losses arising from the retirement or disposal of investment property i the difference between the net disposal
proceeds and the carmying amount of the asset and & recognised In surplus or deficit in the penod of retirement or disposal.

Compensation from third parties for investment property that was impaired, lost or given up is recognised In surplus or deficit
when the compensation becomes recaivable.

When classification s difficult, the crteria used to distinguish mvestment property from owner-occupied property and from
property held for sale in the ordinary course of operations, including the nature or type of properties classified as held for
straleglcpurpoees.areaalolm
Land andfor buildings held for strategic purposes is property that, although not currently used as property, plant and
equipment, is likely to be used in the production or supply of goods and services or for administrative purposes in
future because of certain legislation, policies, decisions or plans adopted by an entity.t
*  For example, land held by a municipality which Is currently vacant, but Is adjacent to a growing suburban area. In
terms of the municipality's spatial planning, this land could be used to develop housing. or it could be used to
expand the current Infrastructure natwork.

The nature OR type of properties dlassified as held for strategic purposes are as follows:
e  Land that has been determined in terms of Council resolutions for future housing projects

The municipality separately discloses expenditure to repalr and maintain Investment property In the notes to the annual
financial statements (see note 4 ),

The municipality discloses relevant information relating to assets under construction or development, In the notes 1o the annual
financial statements (see note 4 ).

1.6 Property, plant and equipment
Property, plant and equipment are tangible non-current assets (including Infrastructure assets) that are hedd for use in the

production or supply of goods or services, rental to others, or for administrative purposes, and are expected o be used during
more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
e |t is probable that future economic benefits or service potential associated with the item wil flow to the

municipality; and
e the cost of the tem can be measured reliably.

Property, plant and equipment is Initially measured at cost.

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

Where an asset is acquired through a non-exchange fransaction, Its cost is its fair value as at date of acquisition.
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1.6 Property, plant and equipment (continued)

Where an item of property, plant and equipment is acquired in exchange for 8 non-monetary asset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired Is initally measured at fair value (the cost). If the
acquired tem’s fair value was not determinable, It's deemed cost is the carrying amount of the asset(s) given up.

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

Costs include costs incurred Initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the camrying amount of an #tem of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

The Initial estimate of the costs of dismantling and remowing the tem and restoring the site on which It is located Is also
Included in the cost of property, plant and equipment, where the entity Is obligated 1o Incur such expenditure, and where the
obligation arises as a result of acquinng the asset or using it for purposes other than the production of inventories.

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

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

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

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight-ine basis over thewr expected useful lives to thelr estimated
residual value.

The wseful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Average useful life
Land Straight-line Indefinite
Buiidings Straight-line 15- 30 years
Landfill site Straight-line 02-15years
Ptant and machinery Strasght-line 02 - 30 years
Furniture and fixtures Straight-line 04 - 10 years
Motor vehicles Straight-line 03 - 15 years
Office equipment Straight-line 03 years

IT equipment Straight-line 03 - 05 years
Infrastructure - roads and paving Strasght-line 05 - 80 years
Infrastructure - roads and stormwater Straight-line 20 - 60 years
Infrastructure - electricity Straight-line 15 - 50 years

The depreciable amount of an asset is allocated on a systematic basis over its useful life.

Each part of an item of property. plant and equipment with a cost that i3 significant in relation to the total cost of the item is
depreciated separately.

The depreciation method used refiects the pattern in which the asset's future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation method applied to an asset 15 reviewed at least at each
reporting date and, If there has been & significant change in the expected pattern of consumption of the future economic
benafits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change s
accounted for 8s a change in an accounting estimate.
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1.6 Property, plant and equipment (continued)

The municipality assesses at each reporting date whether there is any Indication that the municipality's expectations about the
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the
municipality revises the expected useful life andior residual value accordingly. The change is accounted for as a change in an
accounting estimate.

The depreciation charge for each period Is recognised in surpius or deficit unless it Is included in the carrying amount of
another asset.

items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic
benefits or senvice potential expected from the use of the asset.

The gain or loss anising from the derecognition of an item of property, plant and equipment s included in surplus or deficit when
the item Is derecognised. The gain or loss arising from the derecognition of an #em of property, plant and equipment s
determined as the difference between the net disposal proceeds, if any, and the camrying amount of the item.

Assets which the municipality holds for rentals 1o others and subsequently routinety sell as part of the ordinary course of
activites, are transferred to inventones when the rentals end and the assets are avallable-for-sale. Proceeds from sales of
these assets are recognised as revenue. All cash flows on these gssets are Included In cash flows from operating activities In
the cash flow statement.

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the
financial statements (see note 5).

The municipality discloses relevant information relating to assets under construction or development. in the notes to the
financial statements (see note 5).

1.7 Site restoration and dismantling cost

The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such
obbgations are referred to as 'decommissioning, restoration and simiar kabdities'. The cost of an item of property, plant and
equipment includes the initial estimate of the costs of dismantiing and removing the item and restoning the site on which it is
located, the obligation for which a municipality Incurs either when the item Is acquired or as a consequence of having used
the item during a particular period for purposes other than to produce Inventones during that period.

The related asset Is measured using the cost model:
(8) subject to (b), changes in the Eabllity are added to, or deducted from, the cost of the refated asset in the curmrent

period;

(b) if a decrease in the Mabdity exceeds the camying amount of the asset. the excess is recognssed immediately in
surpius or defict; and

(c) If the adjustment results in an addition to the cost of an asset, the municipalty considers whether this is an
Indication that the new camying amount of the asset may not be fully recoverable. If it is such an indication, the
assel Is tested for impairment by estimating its recoverable amount or recoverable service amount, and any
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets
and/or impairment of non-cash-generating assets.

1.8 Intanglble assets

An asset Is identifiable If it either:

e s separable, |.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, identifisbée assets or liab#ity, regardless of
whether the entity intends to do so; or

o anses from binding arrangements (including rghts from contracts), regardless of whether those rights are
transferable or separable from the municipakity or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar nghts and obligations on the parties to # as i it were in
the form of a contract.
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1.8 Intangible assets (continued)

An intangible asset is recognised when:
*  |tis probable that the expected future economic benafits or service potental that are attributable 1o the asset will
flow to the municipality; and
e the cost or fair value of the asset can be measured reliably.

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

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

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

An intangible asset ansing from development (or from the development phase of an internal project) Is recognised when:

it is technically feasible to complete the asset so that it will be available for use or sale.

there is an intention to complete and use or sell it

there is an ability to use or sell .

it will generate probable future economic benefits or service potential.

there are avallable technical, financial and other resources to complete the development and to use or sell the
asset.

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

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

An intangible asset i3 regarded as having an Indefinite useful life when, based on all relevant factors, there is no foreseeabie
limit to the period over which the asset s expected 1o generate net cash inflows or service potential. Amortisation Is not
provided for these intangible assets, but they are tested for impairment annually and whenever there Is an Indication that the
asset may be impalred. For & other intangible assets amortisation s provided on a straight-line basis over their useful life,

The amortisation perod and the amortisation method for Intanglble assets are reviewed at each reporting date.

Reassessing the useful ke of an intangible asset with a finite useful ie after it was classified as indefintte is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining camrying amount is amortised over
Itz usaful life.

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

Item Depreciation method Average useful life
Comgputer software, other Straight-line 03- 10 years

The municipality discloses relevant Information redating to assets under construction or development, in the notes to the
financial statements (see note 6).

Intangible assels are derecognesed:
e ondisposal; or
*  when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss ariging from the derecognition of intangible assets is included In surplus or deficit when the asset is
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).

1.9 Heritage assets

Assets are resources controlled by the municipality as a result of past events and from which future economic benefits or
service potental are expected to fiow to the municipality.

Carrying amount is the amount at which an asset s recognised after deducting accumuiated impalrment josses.
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1.9 Heritage assets (continued)

Class of heritage assets means a grouping of herntage assets of a siméar nature or function in the municipality’s's operations
that Is shown as a single item for the purpose of disclosure in the annual financial statements.

Cost ts the amount of cash or cash equivalents pald or the fair value of the other consideration given to scquire an asset at the
time of its acquisition or construction or, where applicabie, the amount attributed to that asset when intially recognised in
accordance with the specific requirements of other Standards of GRAP.

Fair value is the amount for which an asset could be exchanged, or a liability settied, between knowledgeable, willing parties in
an arm’s length transaction.

Heritage assets are assats that have a cultural, environmental, historical, natural, scientfic, technological or artistic significance
and are heid Indefinitely for the benefit of present and future generations.

An impairment J0ss of a cash-generating asset is the amount by which the camrying amount of an asset exceeds its recoverable
amount.

An impairment loss of 8 non-cash-generating asset s the amount by which the camying amount of an asset exceeds Its
recoverable service amount.

An inalienable item Is an asset that an municipality Is required by law or otherwise to retain indefinitely and cannot be disposed
of without consent.

Recoverable amount is the higher of a cash-generating asset's net selling pnce and its value in use.
Recoverable service amount is the higher of 2 non-cash-generating asset's fair value less costs to sell and its value in use.

Value in use of a cash-generating asset Is the present value of the future cash flows expected to be derived from an asset or
unit,

Value In use of &8 non-cash-generating asset is the present value of the asset's remaining service potential.

The municipality separately discloses expenditure fo repav and maintain heritage assets in the notes to the financial
statements (see note 7).

The municipality discioses relevant information reiating to assets under construction or development. In the notes to the
financial statements (see note 7).

Recognition

The municipality recognises a hentage asset as an asset If it is probable that future economic benefits or service potential
associated with the asset will fiow to the municipality, and the cost or fair value of the asset can be measured reliably.

Initial measurement
Heritage assets are measured at cost.

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

Subsequent measurement
After recognition as an asset. a class of heritage assets Is carried at Its cost dess any accumulated impairment losses.

Impairment

The muncipality assesses at each reporting date whether there s an Indication that # may be impaired. If any such indication
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset.
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18 Heritage assets (continued)

Transfers

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset.
Transfers to heritage assets are only made when the asset meets the defintion of 2 heritage asset.

Derecognition

The municipality derecognises hentage asset on disposal, or when no future economic benefits or service potential are
expected from its use or disposal.

The gain or loss arising from the derecognition of a heritage asset Is Included in swplus or deficit when the dem s
derecognised (unless the Standard of GRAP on leases requires otherwise on & sale and leaseback).

1.10 Financlal instruments

A financial instrument is any contract that gives rise to & financial asset of one entty and & financial kabllity or & residual
Interest of another entity.

The amortised cost of 8 financial asset or financial &abiity is the amount at which the financial asset or financial liability ts
measured at initial recognition minus principal repayments, pius or minus the cumulative amortisation using the efective
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or
through the use of an alowance account) for mpalrment or uncoltectibility.

Credit nisk Is the nsk that one party to a financial instrument will cause a financial loss for the other party by fading to discharge
an obligation.

Currency nisk is the risk that the fair value or future cash fiows of a finandal instrument will fluctuate because of changes in
foreign exchange rates.

Derecognition Is the removal of a previously recognised financial asset or financlal liability from the municipality's's statement of
financial position.

A derivative is a financial instrument or other contract with all three of the following characteristics:
= s value changes in response to the change in a specified nterest rate, financial Instrument price, commodity price,
foreign exchange rate, index of prices or rates, credit rating or credit index, or other vanable, provided In the case of
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the ‘underlying').
* |t requires no initial net investment or an initial net iInvestment that is smaller than would be required for other types
of contracts that would be expected to have a simllar response to changes in market factors.
o [tis settled at & futwe date.

The effective interest method Is a method of calculating the amortised cost of a financial asset or a financial kabéty (or group of
financial assets or financal liab#ties) and of allocating the Interest income or interest expense over the relevant period. The
effective Interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of
of the financial Instrument (for exampie, prepayment. call and similar options) but shall not consider future credd losses. The
the financial instrument or, when appropriate, 8 shorter peniod to the net carrying amount of the financial asset or financial
liabikty. When calculating the effective interest rate, the municipality sha estimate cash flows considering all contractual terms
calcudation includes all fees and points pasd or received between parties to the contract that are an integral part of the effective
Interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums
or discounts. There is a presumption that the cash flows and the expected ife of 8 group of siméar financial instruments can be
estimated reliably. However, in those rare cases when it is not possible 1o reliably estimate the cash flows or the expected Me
of a financial Instrument (or group of financlal instruments), the municipality shall use the contractual cash flows over the full
contractual term of the financial instrument (or group of finandal instruments).

Fair value s the amount for which an asset could be exchanged, or a liability settled, between knowledgeable wiling parties in
an arm’s length transaction.

A financial asset Is:

s cash;
o aresidual interest of another entity; or
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1.10 Financlal Instruments (continued)
¢  acontractual nght to:
- receive cash or another financial asset from another entity; or
- exchange financial assets or financial lisbities with another entity under conditions that are potentially
favourable to the entity.

A financial guarantee contract is a contract that requires the Issuer to make specified payments 10 reimburse the holder for a
loss it incurs because a specified debtor falls to make payment when due in accordance with the original or modified terms of a
debt instrument.

A financial liability is any Eability that is a contractual obligation to:
»  deliver cash or another financial asset 1o another entity; or
« exchange financial assets or financial fabilites under conditions that are potentially unfavourable to the entity.

Interest rate risk is the risk that the fair value or future cash flows of a financial Instrument will fluctuate because of changes in
market interest rates.

Liquidity risk is the risk encountered by the municipality in the event of difficulty in meeting obligations associated with financial
liabiities that are settled by delivening cash or another financial asset.

Loan commetment is a firm commitment to provide credit under pre-specified terms and conditions.
Loans payable are financial llabilities, other than short-term payables on normal credit terms.

Market nisk s the risk that the fawr value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk. Interest rate risk and other price risk.

Other price risk Is the risk that the far value or future cash flows of a financial instrument will fluctuate because of changes In
market prices (other than those arising from Interest rate risk or currency risk), whether those changes are caused by factors
spectfic to the individual financial Instrument or its fssuer, or factors affecting all similar financial Instruments traded in the
market.

A financlal asset is past due when a counterparty has falled to make a payment when contractually due.

A residual Interest 15 any contract that manifests an interest in the assets of the munscipality after deducting afl of its lisbllites. A
residual interest Includes contnbutions from owners, which may be shown as:
*  equity Instruments or similar forms of unitised capital,
o a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as
forming part of the municipality’s net assets, either before the contribution occurs or at the time of the contribution; or
* aformal agreement, in relation to the contribution. establishing or increasing an existing financial Interest in the net
assets of the municipality.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or
financial liability. An incremental cost Is one that would not have been incurred i the municipality had not acquired, issued or
dsposed of the financal instrument.

Financia! instruments at amortised cost are non-derivative financlal assets or non-denvative financial liabilites that have fixed
or determinable payments, excluding those nstruments that:

*  the municipality dessgnates at fair value at initial recognition; or

® are held for frading.

Financia! instruments at cost are Investments In residual interests that do not have a quoted market price in an active market,
and whose fair value cannot be reliably measured.

Financial instruments at falr value compnse financial assets or financial llabdities that are:
*  dernvatives,
*  contingent consideration of an acquirer in & transfer of functions between entities not under common control to which
the Standard of GRAP on Transfer of Functions Between Entities Not Under Common Control (GRAP 108) applies
*  combined instruments that are designated at fair value;
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1.10 Flnanchl Instruments (continued)
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-term; or
- on initial recogndtion it is part of a portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short term profit-taking;
- non-derivative financial assets or financial liabiities with fixed or determinable payments that are designated at
fair value at inttial recognition; and
- financia! Instruments that do not meet the definition of financial Instruments at amortised cost or financial
instruments at cost.

Classification

The mumicipality has the following types of financial assets (casses and category) as refiected on the face of the statement of
financial position or in the notes thereto:

Class Category
Call Deposits and Primary Bank Account Financial asset measured at amortised cost
Cash on hand Financial asset measured at amortised cost
VAT receivable Financlal asset measured at amortised cost
Recelvables from exchange transactions Financial asset measured at amortised cost
Receivables from non-exchange transactions Financial asset measured at amortised cost

The municipality has the following types of financial kabilities (classes and category) as reflected on the face of the statement
of financial position or in the notes thereto:

Class Category
Annuity oans Financial liabiity measured at amortised cost
Trade crediors Financial liabity measured at amortised cost
Payments received in advance Financial liabity measured at amortised cost
Consumer deposits Financial liabilty measured at amortised cost
Staff leave Financial llab#ty measured at amortised cost
Other creditors Financial liabdity measured at amortised cost
Finance lease obligation Financial liabity measured at amortised cost

1.11 Statutory recelvables
Identification

Statutory recevables are receivables that arse from legislation, supporting regulations. or similar means, and require
settiement by another entity in cash or another financial asset.

Carrying amount s the amount at which an asset ts recognised In the statement of financial position.

The cost method is the method used to account for statutory receivables that requires such recelvables to be measured at their
transaction amount, plus any accrued interest or other charges (where applicable) and, less any accumutated impairment
losses and any amounts derecognised.

Nominal interest rate s the interest rate and/or basis spedified in legistation, supporting reguiations or similar means.

The transaction amount for a statutory receivable means the amount specified In, or calcuiated. levied or charged in
accordance with, legisiation, supporting regulations, or similar means.

Recognition

The municipality recognises statutory receivables as follows:
*  f the transaction Is an exchange transacton, using the policy on Revenue from exchange transactions,
* |f the transaction is 8 non-exchange transaction, using the podicy on Revenue from non-exchange transactions
(Taxes and transfers); or
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1.11 Statutory recelvables (continued)

e |f the transaction is not within the scope of the polickes listed In the above or another Standard of GRAP, the
recedvable is recognised when the definition of an asset s met and, when it is probable that the future econamic
benefits or service potential associated with the assat will flow to the entty and the transaction amount can be
measured rellably.

Initial measurement
The municipality initially measures statutory recelvables at their transaction amount.
Subsequent measurement

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

*  |nterest or other charges that may have accrued on the receivable (where appiicable);

*  Impairment losses; and

e amounts derecognised.

Accrued Interest

Where the municipality levies interest on the outstanding balance of statutory receivables, it adjusts the transact:on amount
after initial recognition to reflect any accrued Interest. Accrued interest is calculated using the interest rate of 1%.

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

Other charges

Where the municipality s required or entitied in terms of legisiation. supporting regulations, by-taws or similar means to levy
additional charges on overdue or unpald amounts, and such charges are levied, the entty applies the principles as stated in
"Accrued interest” above, as well as the refevant policy on Revenue from exchange transactions or the policy on Revenue from
non-exchange transactions (Taxes and transfers).

Impairment losses

The municipality assesses at each reporting date whether there is any Indication that a statulory receivable, or & group of
statutory receivables, may be impaired.

In assessing whether there is any indication that a statutory receivable. or group of statutory recervables, may be impaired, the
mumq)ailyconsm as a minimum, the following indicators:
Significant financial difficulty of the debtor, which may be evidenced by an application for debt counselling, business
rescue or an equivalent.
*  Itis probable that the debtor will enter sequestration, liquidation or other financial re-organisation.
* A breach of the terms of the transaction, such as default or delinquency In principal or interest payments (where
levied).
*  Adverse changes in intemational, national or local economic conditions, such as a deciine in growth, an Increase in
debt levels and unemployment, or changes in migration rates and pattems.

If there i3 an indication that a statutory receivable, or a group of statutory receivables, may be impaired, the municipality
measures the impaiment loss as the difference between the estimated future cash fliows and the camrying amount. Where the
carrying amount is higher than the estimated future cash fiows, the carrying amount of the statutory receivable, or group of
statutory receivables, 18 reduced, either directly or through the use of an allowance account. The amount of the Iosses &
recognised in surpus or deficit.

In estmating the future cash flows, the municipaity considers both the amount and timing of the cash flows that it will recelve In
future. Consequently, where the effect of the time value of money is material. the entity discounts the estimated future cash
flows using a rate that reflects the current risk-free rate and, If applicable, any risks specific to the statutory recewvable, 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 recervable is revised If there has been a change in the estimates
used since the last impairment loss was recognised, or 1o reflect the effect of discounting the estimated cash fiows.
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1.11 Statutory recelvables (continued)

Any previously recognised impairment loss is adjusted either directly or by adjusting the allowance account. The adjustment
does not result in the camying amount of the statutory recervable or group of statutory receivables exceeding what the camying
amount of the receivable(s) would have been had the Impairment loss not been recognised at the date the impa¥ment s
revised. The amount of any adjustment is recognised in surplus or deficit.

Derecognition

Themunmahyderecognlsaastahhtymefvaueuapanwm
the rights to the cash flows from the receivable are settled, expire or are waived,
*  the municipality transfers to another party substantially all of the risks and rewards of ownership of the recelvable; or
e the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transferred control of the recelvable to another party and the other party has the practical ability 1o sell the receivable
in its entirety to an unredated third party, and is able 1o exercise that abdity unilaterally and without needing to impose
additional restnicbons on the transfer. in this case, the entity:
- derecognise the receivable; and
- recognise separately any nights and obligations created or retained in the transfer.
The carmying amounts of any statudory receivables transferred are allocated between the rights or obligations retained and
those transferred on the basss of their relative fair values at the transfer date. The municiplaity considers whether any newly
created rights and obiigations are within the scope of the Standard of GRAP on Financial Instruments or another Standard of
GRAP. Any difference between the consideration received and the amounts derecognised and, those amounts recognised, are
recognised in surplus or deficit in the period of the transfer.
1.12 Tax
Value Added Tax

The Municipaiity is registered with SARS for VAT on a cash basis in accordance with section 15(2)(a) of the Vaiue Addede Tax
Act no.81 of 1981.

1.13 Leases

A lease Is classified as a finance lease ff It transfers substantially all the nsks and rewards Incidental to ownership. A lease s
classified as an operating lease if it does not transfer substantially i the risks and rewards incidental to ownership.

When a lease Includes both land and buildings elements, the entity assesses the classification of each element separately.
Finance leases - lessee

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

The discount rate used in calculating the present value of the minimum lease payments is the Interest rate Implicit in the lease.

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance
charge is afiocated 10 each peniod during the lease term 50 as 1o produce a constant periodic rate of on the remaining balance

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

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

1.14 Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating & commercial return. Commercial return means that
positive cash flows are expected to be significantly higher than the cost of the asset.
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1.14 Impairment of cash-generating assets (continued)

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

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

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

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

Depreciation (Amortisation) &s the systematic allocation of the depreciable amount of an asset over its useful Mfe.

Fair value less costs to sed |s the amount obtainable from the sale of an asset n an amm's length transachon between
knowledgeable, willing partes, less the costs of disposal.

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

Useful ife is either:
¢  the period of time over which an asset is expected to be used by the municipality: or
¢  the number of production or simiar units expected to be obtained from the asset by the municipality.

Judgements made by management in applying the critena to designale assets as cash-generating assets or non-cash-
generating assets, are as follows:

*  (Cash-generating assets are assets used with the primary objective of generating a commercial return. Commercial return
means that the municipaity Is anticipated 1o receive revenue from the asset and the positive cash flows are expected to be
significantly higher than the cost of the asset,
*  Non-cash-generating assets are assets other than cash-generating assets. An entity shall designate an asset as
non-cash-generating when its pnimary objective is not {0 use the asset to generate a commerctal retum but to deliver
services.

e All administrative assets, for exampie, vehicles, office equipment and furniture, plant and machinery, computer
equipment and administrative land and bulldings are held for the purpose of delivering services and therefore do not
generate a commercial retum.

*  Roads and stormwater Infrastructure assets do not generate any direct commercial retumn and s therefore categonsed as
non-cash generating assels, unless a specific asset has been Wentified where the municipality has constructed this asset
for a primary objective of generating commercial retumn.

e When it is not clear whether the objective is to use the asset 1o generate a commercial return, the municipality shall
designate the asset as a non-cash-generating asset.

Designation

At indtial recognition, the municipality designates an asset as non-cash-generating. or an asset or cash-generating unit as cash-
generating. The designaton is made on the basis of the municipality’s objective of using the asset.

The municipaiity designates an asset or a cash-generating unit as cash-generating when:
® ts objective is to use the asset or a cash-generating unit in 8 manner that generates a commercial return; such that
e  the asset or cash-generating undt will generate posiive 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-
genarating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commercial return. When it is not clear whether the objective Is to use the asset to generate commercial retum, the municipality
designates the asset as a non-cash-generating asset and applies the accounting palicy on Impairment of Non-cash-generating
assets, rather than this accounting policy.
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1.14 Impalrment of cash-generating assets (continued)
Identification
When the carmrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

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

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

Value In use

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

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

Basls for estimates of future cash flows

In meesmng value in use the municipaity:
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 evidence;

* Dbase cash flow projections on the most recent approved financial budgetsiforecasts, but excludes any estimated
future cash inflows or outflows expected to arise from future restructuning’s or from improving or enhancing the
asset's performance. Projections based on these budgets/forecasts covers a maximum perniod of five years, uniess a
longer period can be justified; and

*  estimate cash flow projections beyond the period covered by the most recent budgetsforecasts by extrapolating the
projections based on the budgetaforecasts using a steady or declining growth rate for subsequent years, unless an
Increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the
products, industries, or country or countnes in which the entity operates, or for the market in which the asset Is used,
unless a higher rate can be justified.

Composition of estimates of future cash flows

Estimates of future cash flows include:

*  projections of cash inflows from the continuing use of the asset;

*  projections of cash outfliows that are necessarily incurred to generate the cash inflows from continuing use of the
asset (including cash outflows to prepare the asset for use) and can be dwectly attributed, or allocated on a
reasonable and consistent basis, to the asset; and

«  net cash flows, f any, to be recewved (or paid) for the disposal of the asset at the end of its useful ie.

Estimates of future cash flows exclude:
e cash inflows or outflows from financing activities; and
*  |ncome tax recelpts or payments.

The estimate of net cash flows 1o be received (or paid) for the disposal of an assat at the end of its ussful life (s the amount that
the municipality expects to obtain from the disposal of the asset in an arm’s length transaction between knowledgeable, willing
parties, after deducting the estimated costs of disposal.

Discount rate

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

adjusted.
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1.14 Impairment of cash-generating assets (continued)
Recognition and measurement (Individual asset)

If the recoverable amount of @ cash-generating asset Is less than its carrying amount, the camying amount of the asset s
reduced 10 its recoverable amount. This reduction is an impairment loss.

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

When the amount estimated for an Impairment loss s greater than the carrying amount of the cash-genarating assat to which
refates, the municipality recognises a kabiity only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an Impairment loss, the depreciation (amort:sation) charge for the cash-generating asset is adjusted In
future penods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on & systematic
basis over its remaining useful life.

Cash-generating units

If there s any Indication that an asset may be Impaired, the recoverable amount is estimated for the individual asset. If it is not
possible to estimate the recoverable amount of the Individual asset, the municipality determines the recoverable amount of the

cash-generating unit to which the asset belongs (the asset's cash-generating unit).

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets Is identfied as a
cash-generating unit. even if some or all of the output Is used Internally. If the cash inflows generated by any asset or cash-
generating unit are affected by Internal transfer pricing. the municipality use management's best estimate of future price(s) that
could be achleved In arm's length transactions in estimating:
e the future cash inflows used to determine the asset's or cash-generating unit's value in use; and
s the future cash outflows used 1o determine the value In use of any other assets or cash-generating units that are
affected by the intemal transfer prcing.

Cash-generating units are identified consistently from peniod 1o period for the same asset or types of assets, uniess a change
Is justified.

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the
cash-generating unit is determined.

An impairment loss Is recognised for a cash-generating unit if the recoverable amount of the unit Is less than the camying
amount of the unit. The impairment s aliocated to reduce the carrying amount of the cash-generating assets of the unit on a
pro rata basis, based on the carmying amount of each asset in the unit. These reductions In carrying amounts are treated as
Impairment losses on individual assets.

In aliocating an Impairment loss, the entity does not reduce the carmying amount of an asset below the highest of:
o |t3 fair value less costs to sell (f determinable);
its value in use {if determinable); and
*  2zefo.

The amount of the impairment loss that would otherwise have been allocated to the asset s aliocated pro rata fo the other
cash-generating assets of the unit.

Where a non-cash-generating asset contributes to a8 cash-generating unit, 3 proportion of the carrying amount of that non-

cash-generating asset is allocated to the camying amount of the cash-generating unit prior to estimation of the recoverable
amount of the cash-generating unit.
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1.14 Impalrment of cash-generating assets (continued)
Reversal of Impalrment loss

The municipaity assesses at each reporting date whether there s any indication that an impairment loss recognised in prior
penods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity
estimates the recoverable amount of that asset.

An mmpairment loss recognised In prior periods for a cash-generating asset is reversed If there has been a change in the
estimates used to determine the asset's recoverable amount since the last impalrment loss was recognised. The camying
amount of the asset Is Increased to ds recoverable amount. The Increase s a reversal of an Impairment loss. The increased
carrying amount of an asset attnbutable 1o a reversal of an impairment loss does not exceed the camying amount that would
have been determined (net of depreciaion or amortisation) had no Impairment loss been recognised for the asset in prior

penods.
A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.
Any reversal of an Impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss Is recognised, the depreciation {amortisation) charge for the cash-generating asset is
adyusted in future periods to allocate the cash-generating asset's rewised camying amount. less its residual value (If any), on a
systematc basis over ds remaining useful life.

A reversal of an impairment foss for a cash-generating unit is allocated 1o the cash-generating assets of the unit pro rata with
the carmying amounts of those assets. These Increases In camying amounts are treated as reversais of impasrment losses for
Indvidual assets. No part of the amount of such a reversal ts allocated to a non-cash-generating asset contributing service
potential to a cash-generating unit.

In aiocating a reversal of an Impalrment loss for a cash-generating unit, the carrying amount of an asset is not ncreased above
the lower of.
e its recoverable amount (if determinable); and
*  the camying amount that would have been determined (net of amortisation or depreciation) had no impairment loss
been recognised for the asset in prior periods.

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

Redesignation

The redesignation of assets from s cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate.

1.15 Impalrment of non-cash-generating assets

Cash-generating assets are assets used with the objective of generating a8 commercial return. Commercial retumn means that
positive cash flows are expected to be significantly higher than the cost of the asset.

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

imparment 3 a loss In the future economic benefits or service potential of an asset, over and above the systematic recognition
of the loss of the assat's future economic benefits or service potential through depreciation (amortisation).

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

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

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and Income tax
expense.
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1.15 Impairment of non-cash-generating assets (continued)
Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful kfe.

Fair value less costs to sedl s the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeabie, willing parties, less the costs of disposal.

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value In use.

Useful ife is elther:
* the period of time over which an asset & expected to be used by the municipality: or
*  the number of production or simiar units expected to be obtained from the assat by the municipality.

Judgements made by management in applying the critenia to designate assets as non-cash-generating assets or cash-

generating assets, are as follows:

*  (Cash-generating assets are assets used with the primary objective of generating a commercial retumn. Commercial retum
means that the municipality is anticipated to recelve revenue from the asset and the positive cash flows are expected to be
significantly higher than the cost of the asset.

*  Non-cash-generating assets are assets other than cash-generating assets. An entity shall designate an asset as
non-cash-generating when its primary objective Is not to use the asset to generate a commercial refumn but to deliver
services.

e ANl administrative assets, for example, vehicles, office equipment and fumiture, plant and machinery, computer
equipment and administrative land and bulldings are held for the purpose of delivering services and therefore do not
generate a commercial returmn.

*  Roads and stormwater infrastructure assets do not generate any direct commercial return and is therefore categornised as
non-cash generating assets, unless a specific asset has been identified where the municipality has constructed this asset
for a primary objective of generating commercal retumn.

*  When it s not clear whether the objective s to use the asset 10 generate a commercial return, the mumicipality shall
designate the asset as a non-cash-generating assat

Deslignation

At indtial recognition. the municipality designates an asset as non-cash-generating. or an asset or cash-generating unit as cash-
generating. The designation is made on the basis of the municipality’s objective of using the asset.

The municipality designates an asset or a cash-generating unit as cash-generating when:
¢ its objective is to use the asset or a cash-generating unit in 8 manner that generates a commercial return; such that
= the asset or cash-generating unit will generate posttive cash flows, from continuing use and Its ultimate disposal, that
are expectad to be significantly higher than the cost of the assat.

The municipality designates an asset as non-cash-generating when its objective Is not to use the asset to generate a
commercial return but 1o deliver services.

An asset used with the objective of generating @ commercial return and service dellvery, Is designated etther as a cash-
generating asset or non-cash-generating asset based on whether the municipality expects to use that asset to generate a
commercial return. When it is not clear whether the objective 8 to use the asset to generate a commercial retum, the
municipaiity designates the asset as & non-cash-generating asset and applies this sccounting policy, rather than the
accounting policy on Impalment of Non-cash-generating assets.

Identification
When the camrying amount of 8 non-cash-generating asset exceeds Its recoverable service amount, It s iImpaired.

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

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

Depreclated replacement cost approach

The present value of the remaining service potentlal of a non-cash-generating asset 15 determined as the depreciated
replacement cost of the asset The replacement cost of an asset is the cost 1o replace the asset's gross service potential, This
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication)
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost Is measured as
the cument reproduction or replacement cost of the asset, whichever is lower, less accumudated depreciation calculated on the
basis of such cost. fo reflect the already consumed or expired service potential of the asset.

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the
municipality would not repiace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset. Overdesigned assels contain features which are unnecessary for the goods or services
the asset prowdes. Overcapacity assets are assets that have 8 greater capacity than Is necessary to meet the demand for
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an
optimised basis thus reflects the sarvice potential required of the asset.

Recognition and measurement

If the recoverabde senvice amount of a non-cash-generating asset s less than its carrying amount, the camrying amount of the
asset is reduced to its recoverable service amount. Ths reduction Is an Impairment loss.

An Impairment foss Is recognised immediately In surplus or deficit.
Any impairment loss of a revalued non-cash-generating asset s treated as a revaluation decrease.

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

After the recogndtion of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is
adyusted in future periods to allocate the non-cash-generating asset's revised camrying amount. less its residual value (if any),

on a systematic basés over its remaining useful life.
Reversal of an impalrment loss

The municipalty assesses at each reporting date whether there is any indication that an Impairment loss recognised in prior
penods for 8 non-cash-generating asset may no longer exist or may have decreased. If any such Indication exists, the
municipaiity estimates the recoverable senice amount of that asset.

An impalrment loss recognesed In prior periods for @ non-cash-generating asset 15 reversed If there has been a changs in the
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised. The

carrying amount of the asset i3 Increased 1o its recoverable service amount. The Increase &5 a reversal of an impasment loss.
The Increased camrying amount of an asset atfributable to a reversal of an impairment loss does not exceed the carrying
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the
asset in prior periods.

A reversal of an impairment loss for & non-cash-generating asset Is recognised immediately in surplus or deficit
Any reversal of an impasrment loss of a revalued non-cash-generating asset is treated as a revaluation increase.
After a reversal of an impairment foss & recognised, the depreciation (amortisation) charge for the non-cash-generating asset

Is adjusted in future periods to allocate the non-cash-generating asset's revised camying amount, less its residual value (if any),
on a systematic basis over is remaining useful life.
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1.15 Impairment of non-cash-generating assets (continued)
Redesignation

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset
to a cash-generating asset only occur when there s clear evidence that such a redesignation is appropriate.

1.16 Employee benefits
Employee benefits are all forms of consideration given by the municipality in exchange for service rendered by employees.

A qualfying insurance policy Is an insurance palicy Issued by an insurer that s not a related party (as defined in the Standard
of GRAP on Related Party Disclosures) of the reporting municipality, if the proceeds of the policy can be used only to pay or
fund employee benefits under a defined benefit plan and are not available to the reporting municipality's own creditors (even in
liquidation) and cannot be pald to the reporting municipality, unless elther:
¢  the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit
ocbligations; or
* the proceeds are retumed to the reporting municipality to reimburse it for employee benefits already paid.

Termination benefits are employee benefits payable as a result of either:
e the municipalty’s decision 1o terminate an employee's employment before the normal retirement date; or
* anemployee's decision to accept vofuntary redundancy in exchange for those benefits.

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that
are not due o be settled within twelve months after the end of the period in which the empioyees render the related senvice.

Vested employee benefits are employee benefits that are not conditional on future employment.

Comgposite soclal security programmes are established by legislation and operate as mult-employer plans to provide post-
employment benefits as well a5 to provide benefits that are not consideration in exchange for senvice rendered by employees.

A constructive obligation is an obligation that derives from the municipality’s actions where by an estabiished pattern of past
practice, published policies or a sufficiently specific current statement, the municipality has indicated to other parties that it will
accept certain responsibllities and as a result, the municipality has created a valid expectation on the part of those other parties
that it will discharge those responsibilities.
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1.16 Employee benefits (continued)
Short-term employee benefits

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

Short-term employee bensfits include items such as:

*  wapes, salaries and soclal security contributions;

*  short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the
absences 15 due to be settied within twelve months after the end of the reporting period in which the employees
render the related employee service;

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

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

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

e  as a kability (accrued expense), after deducting any amount already paid. If the amount already pald exceeds the
undiscounted amount of the benefits, the municipality recognises that excess as an asset (prepald expense) to the
extent that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and

¢ asan expense, unless another Standard requires or permits the inclusion of the benefits In the cost of an assat.

The expected cost of compensated absences s recognised 8s an expense as the employees render services that increase
their enttlement or, in the case of non-sccumulating absences, when the absence occurs. The municipality measures the
expected cost of accumulating compensated absences as the additional amount that the entity expects 10 pay as a result of the
unused entitiement that has accumulated at the reporting date.

The entity recognises the expected cost of bonus, incentive and performance related payments when the municipality has a
present legal or constructive obligation fo make such payments as a result of past events and a reliable estmate of the
ob#gation can be made. A present obligation exists when the entity has no reakstic atemative but to make the payments.

Post-employment benefits

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of
employment,

Post-employment benefit plans are formal or informal arrangements under which the municipaity provides post-empioyment
benefits for one or more employees.

Multi-employer plans are defined contributon plans (other than state plans and composite soclal security programmes) or
defined benefit plans (other than state plans) that pool the assets contributed by various entites that are not under common
control and use those assets 1o provide benefits o employees of more than one entity, on the baslis that contribution and

benefit levels are determined without regard to the Identity of the entity that employs the employees concerned.
Multi-employer plans and/or State plans and/or Composite soclal security programmes

The municipality classifies a mult-employer plan and/or state plans andfor composde social security programmes as a defined
contribution plan or 8 defined benefit plan under the terms of the plan (including any constructive obligation that goes beyond
the formal terms).

Where a plan & a defined contribution plan, the municipality accounts for in the same way as for any other defined contribution
plan.

Where a plan 1s 8 defined benefit plan, the municipality account for Its proportionate share of the defined benefit obligaton,
plan assets and cost associated with the plan in the same way as for any other defined benefit plan.

When sufficient information is not avallable to use defined benefit accounting for 2 plan, that Is a defined benefit plan, the
municipality account for the plan as if it was a defined contribution plan.
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1.16 Employee benefits (continued)
Post-employment benefits: Defined contribution plans

Defined contribution plans are post-employment benefit plans under which an municipaiity pays fixed contributions into a
separate municipality (a fund) and will have no legal or constructive obligation to pay further contributions If the fund does not
hold sufficient assets to pay all employee benefits relating to employee sarvice in the current and prior periods.

When an employee has rendered service 1o the municipality during 8 reporting peniod, the municipality recognises the
contrbution payable to a defined contribution plan In exchange for that service:

* 35 a liabity (accrued expense), after deducting any contribution already paid. if the contribution already paid
exceeds the contribution due for service before the reporting date, the municipaity recognises that excess as an
asset (prepald expense) to the exient that the prepayment will lead to, for example, a reduction in future payments or
a cash refund; and

®  asan expense, unless another Standard requires or permits the inclusion of the contnbution In the cost of an asset,

Where contributions to a defined contnbution plan do not fall due wholly withn twelve months after the end of the reporting
penod in which the employees render the related service, they are discounted. The rate used 1o discount reflects the time value
of money. The currency and term of the financlal instrument selected to reflect the sme value of money Is consistent with the
currency and estimated term of the obligation.
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1.16 Employee benefits (continued)
Post-employment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribution plans.

Actuanal gains and losses compnise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined
benefit liabllity the municipality recognises actuarnial gains and losses in surplus or deficit in the reporting period in which they
occur.

Assets held by & long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the
reparting municipality) that are held by the municipality (a fund) that is legally separate from the reporting municipalty and
exists solely to pay or fund employee benefits and are avallable to be used only to pay or fund employee benefits, are not
avallable to the reporting entity's own creditors (even in liquidation), and cannot be returned to the reporting municipality,
uniess either:

¢ the remaining assets of the fund are sufficient 1o meet all the related employee benefit obligations of the plan or the

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

Current service cost Is the Increase in the present value of the defined benefit obligation resulting from employee service In the
current period.

Interest cost is the Increase during a penod in the present value of a defined benefit obligation which anses because the
benefits are cne period closer to settlement.

Past senice cost s the change in the present value of the defined benefit obiigation for employee service in prior periods,
resulting in the curent penod from the Introduction of, or changes to, post-employment benefits or other long-term employee
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined
benefit obligation decreases). In measuring its defined benefit liability the entity recognises past service cost as an expense in
the reporting period in which the plan s amended.

Pian assets comprise assets held by a long-term empioyee benefit fund and qualifying Insurance policies.

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

The retum on plan assets Is Interest, dividends or simdar distributions and other revenue derived from the plan assets, togather
with realised and unreaksed gains or losses on the plan assets, less any costs of administering the pian (other than those
Included In the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan
Itsaif.

The entity account not only for its legal ob¥gation under the formal terms of a defined benefit plan, but also for any constructive
obégation that arizes from the municipality’s informal practices. Informal practices give rise 1o a constructive obligation where
the municipality has no reakstic atemative but to pay employee benefits. An example of a constructive obiigation is where a
change in the municipality’s informal practices would cause unacceptable damage to its relationship with employees.

The amount recognised as a defined benefit kability is the net total of the following amounts:
s the present value of the defined benefit obligation at the reporting date;
o minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settied directly;
*  plus any llabdity that may arise as a result of a minimum funding requirement

The amount determinad as a defined benefit liabéty may be negative (an asset). The municipality measures the resulting asset
at the lower of:
the amount determined above; and
»  the present value of any economic benefits avallable in the form of refunds from the plan or reductions in future
contributions to the plan. The present value of these economic benefds Is determined using a discount rate which
reflects the time value of maney.

Any adjustments arising from the limit above is recognised in surplus or deficit
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1.16 Employee benefits (continued)

The municipality determines the present value of defined benefit obligations and the fair value of any plan assets with sufficient
reguianty such that the amounts recognised In the annual financlal statements do not differ materially from the amounts that
would be determined at the reporting date.

The municipaiity recognises the net total of the following amounts in surplus or deficit, except o the extent that another
Standard requires or permits their Inclusion in the cost of an asset:

curent service cost;

Interest cost;

the expected return on any plan assets and on any reimbursement rights;

actuarial galns and losses;

past service cost;

the effect of any curtallments or settlements; and

the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

The municipality uses the Projected Unit Credt Method to determine the present value of its defined benefit obligations and the
redated current service cost and, where appiicable, past service cost The Projected Unit Credit Method (sometimes known as
the accrued benefit mathod pro-rated on service or as the benefityears of service method) sees each period of senvice as
giving nse to an addiional unit of benefit entitiement and measures each unit separately 1o bulld up the final obligation.

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

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

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

*  any resuling change in the present value of the defined benefit obligation; and

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

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

When it 15 virtually certain that another party will reimburse some or all of the expenditure required 1o settle a defined benafit
obligation, the right to reimbursement is recognised as & separate asset. The asset is measured at falr vaive. In ail other
respects, the asset 8 treated In the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit
plan is [OR is not] presented as the net of the amount recognised for a reimbursement.

The municipality offsets an asset relating to one plan against 2 liability relating to another pian when the municipalty has a

legaily enforceabée night to use a surplus In one plan to settie obligations under the other plan and intends either 1o settie the
obligations on & net basis, or to realise the surplus in one plan and settie its obligation under the other plan simultansously.

193 |Page



uMngeni Local Municipality

(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Accounting Policies

1.16 Employee benefits (continued)
Actuarial assumptions
Actuarnial assumptions are unbiased and mutually compatible.

Financial assumptions are based on market expectations, at the reporting date, for the penod over which the obligations are to
be settied.

The rate used to discount post-employment benefit obbgations (both funded and unfunded) reflect the time value of money.
The currency and term of the financial instrument selectad to reflect the time value of money Is consistent with the cumrency

and estimated term of the post-employment benefit obligations.

Post-employment benefit obligations are measured on a basis that refiects:

*  estimated future salary increases;

e  the benefits set out in the terms of the plan {or resulting from any constructive obligation that goes beyond those
terms) at the reporting date; and

*  estimated future changes In the level of any state benefits that affect the benefits payable under a defined benefit
plan, if, and onty o, either:

. those changes were enacted before the reporting date; or

*  past history, or other reliable evidence, indicates that those state benefits will change In some predictable manner,
for example, In line with future changes in general price levels or general satary levels.

Assumptions about medical costs take account of estimated future changes in the cost of madical sarvices, resulting from both
Inflation and specific changes in medical costs.

Other post retirement obligations

The municipaity provides post-retirement health care benefits, housing subsidies and gratuties upon retwrement to some
retirees.

The entitiement o post-retrement heaith care benefits is based on the employee remaining In service up to retirement age and
the completion of 8 minimum service period. The expected costs of these benefits are accrued over the period of employment.
Independent qualified actuanes carmy out valuations of these obligatons. The municipality also provides a gratuity and housing
subsidy on retirement 10 certain employees. An annual charge to income is made to cover both these liablities.

The amount recognised as a kability for other long-term employee benefits Is the net total of the following amounts:
e the present vatue of the defined benefit obligation at the reporting date;
. minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled drectly.

The municipality shall recognise the net total of the following amounts as expense or revenus, except to the extent that another
Standard requires or permits their inclusion in the cost of an asset:

current service cost;

interest cost;

the expected return on any plan assets and on any reimbursement right recognised as an asset:

actuarial gains and losses, which shall all be recognised immediately,

past service cost, which shall all be recognised immedately; and

the effect of any curtailments or settiements.
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1.16 Empioyee benefits (continued)

Termination benefits

The municpality recognises termination benefits as a liability and an expense when the entity s demonstrably commitied to
edher:

. terminate the employment of an empioyee or group of empioyees before the normal retirement date; or
*  prowde termination bensfits as a result of an offer made in order to encourage voluntary redundancy.

The municipality is demonstrably committed 1o a termination when the entity has a detailed formal plan for the termanation and
is without realistic possibility of withdrawal. The detailed plan includes [as a8 minimum):

. the location. function, and approximate number of employees whose services are 1o be terminated;

e  the termination benefits for each job dlassfication or function; and

. the tme at which the plan will be implementad.

Implementation begins as scon as possible and the period of time to complete implementation is such that material changes to
the pian are not likely.

Where termination benefits fall due more than 12 months after the reporting date. they are discounted using an appropriate
discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term of the financial
instrument selected to reflect the time value of money s consistent with the currency and estimated term of the benefit.

In the case of an offer made to encourage voluntary regundancy, the measurement of termination bensfits shall be based on
the number of employees expected to accept the offer.

1.17 Provisions and contingencles

Provisions are recognised when:
. the municipality has a present obligation as a result of a past event;
. It is probable that an outfiow of resources embodying economic benefits or service potential will be required to
settie the obligation: and
« areliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required 1o settle the present obligation at the
reporting date.

Where the effect of time value of money Is matenal, the amount of 2 provision 3 the present value of the expenditures
expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific 1o
the kabaity.

Where some or ali of the expenditure required to settie a provision 15 expected to be reimbursed by another party, the
resmbursement is recognised when. and only when, it is virtually certain that reimbursement will be received if the munscipality

settles the oblgation. The resmbursement is treated as a separate asset The amount recognised for the reimbursement does
not exceed the amount of the provision.

Provisions are reviewed st each reporting date and adjusted to reflect the current best estimate. Provisions are reversed If d is
no longer probable that an outflow of resources embodying economic benefits or service potential will be requared, to settle the
obégation.

Where discounting s used, the carmrying amount of 8 provision increases in each period to refiect the passage of tme. This
increase is recognised as an Interest expanse.

A provision 3 used only for expenditures for which the provision was ongmally recognised.
Provisions are not recognised for future operating surplus (deficit).

Iif an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract Is recognised and
measured as a provision.
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1.17 Provisions and contingencies (continued)

A constructive obligation to restructure arises only when the municipality:

*  has a detailed formal plan for the restructuring, identfying at least:
- the acuvnyfopemnng unit or part of an activity/operating unit concemed:;
- the prncipal locations affected.
- the location, function, and approxsmate number of employees who will be compensated for senaces being
terminated;
- the expenditures that will be undertaken. and
- when the plan will be implemented; and

*  has raised 8 valid expectation in those affected that it will carry cut the restructuring by starting to implement that
plan or announcing #ts main features to those affected by it.

Contingent assets and contingent kabiities are not recognised. Contingencies are disclosed in note 53.

A financial guarantee contract is a contract that requires the issuer to make specified payments 1o reimburse the holder for a
loss It iIncurs because a specified debtor fails to make payment when due in accordance with the onginal or modified terms of a
debt instrument.

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

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an outflow of
resources embodying economic benefits and service potential will be required 1o settie the obligation and a relable estimate of
the obdgation can be made.

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

Decommissioning, restoration and simHar Hability

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in the
estimated timing or amount of the cutfiow of resources embodying economic benefits or service potential required to settle the
obégation. or 8 change in the discount rate. is accounted for as follows:

If the related asset is measured using the cost moded:

= changes in the Eability is added t0, or deductad from, the cost of the related asset in the curent penod.

s the amount deducted from the cost of the asset does not exceed Its carmying amount. if a decrease in the liabllity
exceeds the carrying amount of the asset, the excess is recognised immediately In surplus or deficit.

= |f the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that
the new carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity tests the
asset for impairment by estimating #s recoverable amount or recoverable service amount, and account for any
Impairment loss, In accordance with the accounting policy on Impairment of assets as described in accounting policy
1.14 and 1.15.

The adjusted depreciable amount of the asset s depreciated over s useful life. Therefore, once the reiated asset has reached
the end of its useful ke, all subsequent changes In the liability s recognised in surplus or deficit as they ocour.

The penodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs.
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1.17 Provisions and contingencies (continued)
Levies

A levy Is an outflow of resources embodying economic benefits that is imposad by governments on entites in accordance with
legislation (Le. laws and/or regulations), other than:

«  those outflows of resources that are within the scope of other Standards, and

e fines or other penaities that are imposed for breaches of the legisiation.

Government refers to government. government agencies and similar bodies whether local, national or intemational.

The obligating event that gives nse to a liabdity to pay a levy is the activity that triggers the payment of the levy. as identified by
the segislation.

The municipality does not have a constructive obligaton 1o pay a levy that will be triggered by operating in a future pericd as a
result of the municipality being economically compelled to continue to operate in that future period. The preparation of financial
statements under the going concem assumption does not imply that the municipality has a present cbligation to pay a levy that
will be triggered by operating in a future period.

The liability to pay a levy is recognised progressively If the obligating event occurs over a period of time (L. If the activity that
triggers the payment of the kevy, as identified by the legisiation, occurs over a period of time).

If an oblgation to pay a levy Is triggered when a minimum threshold is reached, the comresponding liability is recognised when
that menimum threshoid Is reached.

The municipadity recognises an asset if it has prepaid a levy but does not yet have a present obligation to pay that levy.
1.18 Commitments

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

Disclosures are required in respect of unrecognised contractual commitments.

Commitments for which disclosure Is necessary to achieve a falr presentation should be disclosed in 8 note to the financial
statements, if both the foSowing criteria are met
s  Contracts should be non-cancellable or only cancellable at significant cost {for exampée, contracts for computer or
building maintenance services), and
«  Contracts should relate to something other than the routine. steady, state business of the entity — therefore salary
commitments refating to employment contracts or social security benefit commitments are excluded.

1.19 Revenue from exchange transactions

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

An exchange transaction is one in which the municipality receives assets or services, or has liabllities extinguished, and directly
gives approxsmately equal value (pnimarily in the form of goods. services or use of assets) to the other party in exchange.

Fair value Is the amount for which an asset could be exchanged, or a liabllity settied, between knowiledgeable, willing parties in
an arm's length transaction.

Measurement

Revenue is measured at the fair value of the conssderation recenved or recelvable, net of trade discounts and volume rebates.
The amount of revenue ansing on a transaction which Is statutory (non-contractual) in nature Is usually measured by reference
to the relevant legislation, regulation or simiar means. The fee structure, tariffs or calcutation basis specified in legisiation,

reguiation or similar means s used to determine the amount of revenue that should be recognised. This amount represents the
fair value. on Initial measurement, of the consideration received or recelvable for revenue that arises from a statutory (non-

contractual) arrangement (see the accounting policy on Statutory Receivables).
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1.19 Revenue from exchange transactions (continued)

Sale of goods

Revenue from the sale of goods Is recognised when all the fofowing conditions have been satisfied:

e the municipality has transferred to the purchaser the significant nisks and rewards of ownership of the goods;

e the municpality retains neither continuing manageral involvement to the degree usually associated with
ownership nor effective control over the goods sold;

s the amount of revenue can be measured reliably;

e« |t Is probable that the economic benefits or service potential associated with the transacton will flow to the
municipality; and

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

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference to the stage of compietion of the transaction at the reporting date. The outcome
otattmsadlonmnbeea-neledrelwyvmenallthefwowngoondmmuemtsﬁed
the amount of revenue can be measured refiably;
e |t is probable that the economic benefits or service potential associsted with the transacton wil flow to the

municipality;
=  the stage of completon of the transaction at the reporting date can be measured relably; and
e the costs incusred for the transaction and the costs to complete the transaction can be measured refiably.

Interest, royalties and dividends

Revenue ansing from the use by others of entity assets ylelding interest, royalties and dividends or similar distributions s
recognised when:
* It is probable that the economic benefits or service potential associated with the transacton will fiow to the
municipality, and
*  The amount of the revenue can be measured reliably.

Iinterest s recognsed using the effective interest rate method for financial instruments. and using the nominal interest rate
method for statutory receivables. Interest levied on transactions arising from exchange or non-exchange transactions is
classified based on the nature of the underlying transaction.

Royatties are recognised as they are eamed in accordance with the substance of the relevant agreements.

Dividends or similar distributions are recognised, In surplus or deficit, when the municipality’s right to receive payment has
been established.

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

1.20 Revenue from non-exchange transactions

Revenue compnses gross inflows of economic benefits or service potential received and receivable by the municipality, which
represents an Increase in net assets, other than increases redating to contnbutions from owners.

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be
returned to the transferor.

Control of an asset anse when the municipality can use or otherwise benefit from the assat in pursust of #is objectives and can
exclude or otherwise regulate the access of others 1o that benefit.

Exchange transactions are transactions in which one entity receives asssts or services, or has liabilibes extinguished, and
directly gives approximately equal value (primandy in the form of cash. goods, services, or use of assets) to another entity in
exchange.

Expenses pad through the tax system are amounts that are avallabie to beneficiaries regardless of whether or not they pay
taxes.
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1.20 Revenue from non-exchange transactions (continued)

Fines are economic benefits or service polential recewved or receivable by entities, as determined by a couwrt or other law
enforcement body, as a consequence of the breach of laws or regulations.

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

Restrictions on transferred assets are stpulations that limit or direct the purposes for which a transferred asset may be used,
but do not specify that future economic benefits or service potential is required fo be retumned to the transferor ff not deployed
as speaffied.

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

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

The 1axable event is the event that the government, legisiature or other authority has determined will be subject to taxation.

Taxes are economic benefits or service potential compulsorily paid or payable to entities. In accordance with laws and or
reguiations, established to provide revenue to government. Taxes do not include fines or other penaities imposed for breaches
of the law.

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.
Recognition

An Inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent
that a kabidlity Is also recognised in respect of the same inflow.

As the municipality satisfies a present obligation recognised as a llab#ty in respect of an Inflow of resources from a non-
exchange transaction recognised as an asset, i reduces the camying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.

Measurement

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
municipaiity.

When, as a result of 8 non-exchange transaction, the municipalty recognises an asset, it also recognises revenue equivalent
to the amount of the asset measured at its falr value as at the date of acquisition, unless it Is also required to recognise a
liabdity. Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle
the obligation at the reporting date, and the amount of the increase in net assets, If any. recognised as revenue. When a
liabdity is subsequently reduced, because the taxable event occurs or a conddtion &5 satisfied, the amount of the reduction in the

liabdity is recognised as revenue.

Recetvables that anse from statutory (non-contractual ) arrangements are initially measured in accordance with this accounting
policy, as well as the accounting policy on Statutory Recetvables. The entity applies the accounting policy on Statutory
Receivables for the subsequent measuremeant, derecognition, presentation and disclosure of statutory receivables.

interest is recognised using the effective interest rate method for finandal Instruments. and using the nominal Interest rate

method for statutory recelvables. Interest levied on transactions arising from exchange or non-exchange transactions is
classified based on the nature of the undestying transaction.
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1.20 Revenue from non-exchange transactions (continued)

Taxes

The municipality recognises an asset in respect of taxes when the taxable event occurs and the asset recognition criteria are
met.

Resources arising from taxes satsfy the definition of an asset when the municipality controls the resources as a result of a past
event (the taxable event) and expects to receive future economic benefits or service potential from those resources. Resources
ansing from taxes satisfy the crteria for recognition as an asset when it is probable that the infiow of resources will occur and
their fair value can be reliably measured. The degree of probabdity attached to the inflow of resources Is determined on the
basis of evidence avallable at the time of initial recognition, which includes, but Is not limited to, disclosure of the taxable event
by the taxpayer.

The taxable event for property 1ax is the passing of the date on which the tax is levied, or the period for which the tax is levied,
the tax is levied on a penodic basis.

Transfers

Apart from Services In kind. which are not recognised, the municipality recognises an asset in respect of transfers when the
transferred resources meet the definition of an asset and satisfy the critenia for recognition as an asset.

The municipality recognises an asset in respect of transfers when the transferred resources meet the definttion of an asset and
satisfy the criteria for recognition as an asset.

Transferred assets are measured at thewr far value as at the date of acquisition.

Debt forgiveness and assumption of liabilities

The municipality recognise revenue in respect of debt forgiveness when the former debt no longer meets the definition of a
liabiity or satisfies the criteria for recognition as a liability, provided that the debt forgiveness does not satisfy the definition of a
contribution from owners.

Revenue ansing from debt forgiveness Is measured at the camrying amount of debt forgiven.

Fines

Fines are recognised as revenue when the recelvable meets the definstion of an asset and satisfies the citena for recognition
as an asset.

Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality.

Where the municipality coliects fines in the capacity of an agent. the fine will not be revenue of the collecting entdy.
1.21 Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.

1.22 Borrowing costs

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.
Borrowing costs are recogmssed as an expense in the peniod in which they are incurred.

1.23 Accounting by principals and agents

Identification

An agent 5 an entity that has been directed by another entity (a princspal), through a binding arrangement, to undertake
transachons with third parties on behalf of the principal and for the benefit of the principal.
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1.23 Accounting by principals and agents (continued)

A principal Is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions with
third parties on its behatf and for its own benefit.

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

Identifying whether an entity Is a principal or an agent

When the municipaity s party o a prncipal-agent arrangement, it assesses whether #t Is the principal or the agent in
accounting for revenue, expenses, assets and/or kabdities that result from transactions with third parties undertaken in
terms of the arrangement.

The assessment of whether the municipality is a principal or an agent requires the municipality to assess whether the
transactions it undertakes with third parties are for the benefit of another entity or for its own benefit.

Binding arrangement

The municipality assesses whether it is an agent or a principal by assessing the rights and obéigations of the vanous parties
established in the binding arrangement.

Where the terms of a binding armangement are moddfied, the parties 10 the arrangement re-assess whether they act as a
pnncipal or an agent.

Assessing which entity benefits from the transactions with third parties

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, then it is the principal in
the transactions.

The municipaity Is an agent when, in relation 1o transactions with third parties, all three of the following criteria are present:
*  jtdoes not have the power to determine the significant terms and conditions of the transaction.
* It does not have the ability to use all, or substantially all, of the resowrces that result from the transaction for its
own benefit

*  tis not exposed to variability in the results of the transaction.
Where the municipality has been granted specific powers In terms of legisiation to direct the terms and conditions of
particular transactions, it is not required to consider the critenia of whether it does not have the power to determine the

significant terms and conddions of the transaction, to condlude that is an agent. The municipality applies judgement in
determining whether such powers exast and whether they are refevant in assessing whether the municipaty is an agent.

Recognition

The municipality, as a principal, recognises revenue and expenses that arise from transactions with third parties in a
principal-agent arrangement in accordance with the requirements of the relevant Standards of GRAP.

The municipaiity, as an agent, recognises only that portion of the revenue and expenses it receives or Incurs In executing
the transactions on behaif of the principal in accordance with the requirements of the relevant Standards of GRAP.

The municipality recognises assets and liabllities ansing from principal-agent arangements In accordance with the
requirements of the relevant Standards of GRAP.

1.24 Comparative figures
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
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1.25 Unauthorised expenditure

In accordance with Section 1 of the MFMA, unauthorised expenditure, In refation to a municipality, means any expenditure

Incurred by a municipality otherwise than in accordance with section 15 or 11(3) of the MFMA, and includes:

(a) overspending of the total amount appropriatad in the municipality's approved budget.

(b) overspending of the total amount appropriated for a vote in the approved budget;

(c) expenditure from a vole unrelated to the department or functional area coverad by the vote;

(d) expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose;

(e) spending of an aliocation referred 1o in paragraph (b), (c) or (@) of the definibon of "aliocation” otherwise than in accordance
with any conditions of the allocation; or

(f) =2 grant by the municipality otherwise than in accordance with this Act.

Al expenditure relating 1o unauthorised expenditure |s recogmnesed as an expense in the statement of financial performance in
the year that the expenditure was Incumred. The expenditure s classified in accordance with the nature of the expense. and
where recoverad, it is subsequently accounted for as revenue in the statement of financial performance.

1.26 Frultless and wasteful expenditure

In accordance with Section 1 of the MFMA._ fruitless and wasteful expenditure Is defined as expenditure that was made in vain
and would have been avoided had reasonable care been exercised.

Al expenditure redating to fruitless and wasteful 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, #t is subsequently accounted for as revenue in the statement of financial performance.

1.27 lrregular expenditure

In accordance with Section 1 of the MFMA, irregular expenditure, In relation to a municipality, means:

{a) expenditure incurred by a municipality or municipa! entity in contravention of, or that is not In accordance with, a
requirement of this Act, and which has not been condoned in terms of section 170;

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a
requirement of the Municipal Systems Act. and which has not been condoned in terms of that Act;

{c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the Public
Office-Bearers Act, 1998 (Act No. 20 of 1698); or

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not In accordance with, a
requirement of the supply chain management policy of the municipality or entity or any of the municipaiity's by-laws giving
effect to such policy, and which has not been condoned in terms of such policy or by-law,

but exchudes expenditure by a municipality which falls within the definition of “unauthorised expenditure”™

In this context 'expenditure’ refers to any use of municipal funds that is in contravention of the following legisiation:
(a) Municipal Finance Management Act, Act 56 of 2003, and its regulations,;

(b) Municipal Systems Act, Act 32 of 2000, and its regulations;

(c) Public Office-Bearers Act, Act 20 of 1988, and its regulations: and

(d) The municipality's supply chain management policy. and any by-faws giving effect to that policy

Irregular expenditure that was Incurred and identified during the current financial and which was written off before year end
andlor before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register,
with the disclosure as such being made to the note in the annual financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for whach write-off is being awaited at
year end must be recorded in the mreguiar expenditure register, with the disclosure as such being made to the note in the
annual finandal statements.

trregular expenditure is accounted for as an expense in the Statement of Financial Performance in the period it occurred and
where recoverad, it is subsequently accounted for as revenue in the Statement of Financial Performance.

1.28 Segment information
A segment is an activity of a municipality:

. that generates economic benefits or service potential (including economic bensfits or service potential relating to
transactions between activities of the same entity);
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1.28 Segment Information (continued)
. whose resuits are reguiarly reviewed by management to make decisions about resources to be aSocated to that
actiwty and in assessing Its performance; and
. for which separate financial Information 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 apgregation of two or more of those segments where the aggregation cnteria are met.

Measurement

The amount of each segment Item reported s the measure reported 1o management for the purposes of making decisions
about allocating resources to the segment and assessing its performance. Adjustments and elimenations made in preparing the
entity’'s financial statements and aliocations of revenues and expenses are indluded in determining reported segment surplus or
deficit only If they are included in the measure of the segment’s surplus or deficit that is used by management. Simsarty. only
those assets and liabilities that are included in the measwres of the segment’s assets and segment's Kabilities that are used by
management are reported for that segment. If amounts are alliocated to reported segment surplus or deficit, assets or liabilities,
those amounts are allocated on a reasonable basis.

if management uses only one measure of a segment’s surplus or defict, the segment’s assets or the segment’s kabdities in
assessing segment performance and deciding how to allocate resources, segment suplus or deficit, assets and kabilities are
reported In terms of that measure. If management uses more than one measure of 8 segment's surplus or deficit, the
segment's assets or the segment’s Mabiiities, the reported measures are those that management believes are determined In
accordance with the measurement principles most consistent with those used in measunng the corresponding amounts in the
entity's financial statements.

1.29 Budget Information

The municipality Is typically subject to budgetary limits In the form of appropriations or budget authorisations (or equivalent),
which is given effect through authorising legisiation, appropniation or siméar.

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

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

The approved budget covers the fiscal period from 2020/07/01 to 2024/06/30.

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

Comparative information is not required.
1.30 Related parties

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

Caontrol is the power 1o govern the financial and operating policies of an entity so as to obtain benefits from its activties.

Joint control 15 the agreed sharnng of control over an activity by a binding arrangement. and exists only when the strategic
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the
ventuwrers).

Relsted party transaction is a transfer of resources, services or obligations between the reporting entity and a refated party,
regardiess of whether a price is charged.

Significant Influence s the power to participate in the financial and operating policy deasions of an entity, but is not control over
those policies.
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1.30 Related parties (continued)

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

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

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

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

1.31 Events after reporting date

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

The municipality will adyust the amount recognisad in the financial statements to reflect adjusting events after the reporting date
once the event ocoumed.

The municipality will disciose the nature of the event and an estimate of its financial effect or a statement that such estimate

cannot be made in respect of al material non-adjusting events, where non-disclosure could influence the economic decisions
of users taken on the basis of the financial statements.

1.32 Expenditure

Expenses are decreases in economic benefits or service potential during the reporting period in the form of outflows or
consumption of assets or Incwrences of liabllities that result in decreases in net assets, other than those relating to
distributions to owners.

In accordance with GRAP 1, when items of expenses are matenal, thes nature and amount shall be disciosed separately.

The municipality has aligned the disclosure of expenses based on the National Treasury dass#ications, being:

Bulk Purchases

Bulk purchases of electricity from Eskom, including alternative service providers, where appiicable. s disclosad separately on
the annual financial statements.

Contracted services

Where service providers are appomnted to render complete service to the municipality, rrespective of the procurement process,
such expenditure 13 classified as contracted sarvices. This includes consultants and professional services, contractors as well
as outsourced services where a service provider is responsible for the delivery of a complete service to the municipaity, such
as a contractor appointed to render maintenance services for the municipality.

Materials and supplles
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1.32 Expenditure (continued)

Materials and supplies are tems that have been by the municipalty in the rendering of services, as well as fems held for sale
or distribution in the ordinary course of operations. This includes consumables, materiats and suppdes as well as land
distributed in the delivery of services to the community.

Operating expenditure

An operating expense IS a day-to-day expense such as sales and administration, research and development, accounting
expenses, license fees, advertising, office expenses. utiities such as telephone, Insurance, property management. travel and
vehicle expenses. These are generally goods delivered to the municipality, as opposed to a complete service being rendered
to the municipality.
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2. Changes in accounting policy

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting
Practice on a basis consistent with the prior year except for the adoption of the following new or rewsed standards and

inte -
« GRAP 18 - Segment Reporting
e IGRAP 20 - Accounting for adjustments for Revenue

GRAP 18 - Segment Reporting

During the year, the municipality impéiemented an accounting policy with respect to the treatment of Segment Reporting, in
order to conform with the benchmark treatment in of GRAFP18. This has resulted in additional disclosure 1o the financial
statements, however, no changes is required on the Statement of Financial Performance, Financial Position and Cash Flow
Statement.

IGRAP 20 - Accounting for adjustments to revenue

During the year, the municipaiity changed Its accounting policy with respect to the treatment of change In estimates relating
to revenue, In order to conform with the benchmark treatment in accordance with IGRAP 20.

The aggregate effect of the changes in accounting policy on the annual financial statements for the year ended 30 June
2020 is as follows:

Statement of financial position
Statement of Financlal Performance
3. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 37 2,000
Bank balances 10,867,851 8,870,861
Short-term deposits 11,616,440 23,226,169

22,484,328 32,099,030
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3. Cash and cash equivalents {continued)
The municipality had the following bank accounts
Account number / description Bank statement balances Cash book balances

30 June 2021 30 June 2020 30 June 2019 30 June 2021 30 June 2020 30 June 2019
ABSA BANK - Primary account - 10,024,659 B.487,427 13,048,927 10,867 851 8,870,861 13,247 823
40637966358
FNB BANK - Call account - 25229 186,925 128,680 25229 186,925 128 680
62547030875
FNB BANK - Call account - 1,289,673 1.014,808 - 1,289673 1,014,807 -
62821205425
FNB BANK - Fixed Deposit - 237 466 230,103 215813 237 466 230,103 215813
74372357316
FNB BANK - Security Deposit - 2,255 409 2,156,744 1,860,240 2,255.409 2,156,744 1,999,240
74547419339
ABSA BANK - Call account - 759,705 2699878 470,310 759,705 2699876 470,310
9312757188
ABSA BANK - Call account - 2,202,860 5,200,756 2,342 431 2,202,860 52008,756 2,342 481
9244671585
ABSA BANK - Call account - 63.408 7.183,726 220,352 63.408 7.183,726 220,352
9154612008
ABSA BANK - Call account - 273,565 687,697 1,689,224 273,565 687,697 1,689,224
9312756980
INVESTEC BANK - Call account 1645243 1,116,654 347,766 1,645243 1,116,654 347,766
- 1100503504500
INVESTEC BANK - Call account - - 2,080,856 - - 2,060,856
- 1100503504450
ABSA BANK - Fixed Deposit - 203.287 165,797 184,329 203287 195,796 184,320
2074952088
RNB BANK - Security Deposit - 2,660.596 2,544,085 2,346,305 2,660,596 2544085 2,346,305
RUS00475658
ABSA BANK - Traffic - 401,589 383,432 198,896 - - -
9264784869
Cash on hand 37 2,000 2,000 - 2,000 2,000
Total 22,042,726 32,099,030 25,255,179 22484292 32,099,030 25255179

The municipaity has two bank accounts being FNB account number 74547419338 and Rand Merchant Bank account
RUS004 75658, which are held as secunty deposits for the Development Bank of South Afnica loans In place.
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4. Investment property

2021

2020

Cost / Accumulated Carrying value Cost / Accumulated Carrying value

Valuation depreciation

Valuation depreciation

and and
accumuiated accumuiated
Impairment Impairment
Investment property 60,642 840 (2.988,381) 57,654,459 60.642.840 (2,225089) 58417.751
Reconciliation of investment property - 2021
Opening Impaiments  Depreciation Total
balance
Investment property 58,417,751 (448 0853) (314, 339) 57,654 459
Reconcliliation of Investment property - 2020
Opening Depreciation Total
balance
Investment property 58,732.001 (314,340 58417751

Investment property in the process of being constructed or developed
No investment property s currently in the process of being constructed or developed.

A register containing the information required by section 63 of the Municipal Finance Management Act Is avallable for
Inspection at the registerad office of the municipality.
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4. Investment property (continued)

Amounts recognised in surplus or deficit

Rental revenue from Investment property 1,209,118 957,048

From Investment property that generated rental revenue

Direct operating expenses (excluding repairs and maintenance) 2,298,805 93,500

Repairs and maintenance 165.288 286,129
2,465,003 379,629
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5. Property, plant and equipment

Land

Bulldings

Landfill site

Machinery and equipment

Furniture and office equipment
Maotor vehicies

Computer equepment

Electricity infrastructure

Roads and stormwater infrastructure

Total

2021

Cost / Accumulated Carrying value Cost / Accumulated Carrying value

Valuation depredation Valuation

and
accumadated
impasrment

187,208,488 (546,120) 185662.378 185.3290,045 185,329,045
330,071,271 (102,808,322) 227072040 305500611 216,569,000
69,027,008 (19.456,136) 49570.872 67,983,008 51,849 444
9,160,216 (6,935 249) 2,224 967 8,305,156 2,326,546
5,681,619 (4.454,187) 1,227,432 5404211 1,638,400
6,782,569 (1.850,531) 4,932,038 8.495634 6,232,512
5,848,010 (3.793,792) 2,154 218 4,766,127 1,799,239
120,957,030 (41875831) 79,081,189 119,833,208 81775177
709,944 480 (223 268,563) 485675917 700,160,206 (192,660,322) 507,499,884
1,444,790,701 (405,188,731)1,039,601,970 1,405,876,296 (350,855,960)1,055,020,336
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5. Property, plant and equipment (continued)
Reconciliation of property, plant and equipment - 2021

Land

Buildings

Landfil Site

Machinery and equipment

Fumiture and office equipment
Motor vehices

Computer equipment

Electricity Infrastructure

Roads and stormwater infrastructure

Opening Agdtions Depreciation  Impairment Total
batance loss

185,329,045 1879453 - (546,120) 186,662,378
216,560,990 24 561,660 (13.414.840) (643,870) 227072949
51,840,444 1,044,001 (4,825 109) 1,502,626 40,570,872
2,326,545 855 061 (956.640) - 2,224 967
1,638,490 197,408 (608.466) - 1.227 432
6,232,592 485,001 (1,765.475) - 4,932,038
1,799,239 1,181,883 (826.904) - 2,154,218
81,775,177 913,926 (3,607.904) - 79,081,199
507 499 884 9,784,273 (30,608.240) - A4B6,675917
1,055,020,336 40,882,666 (56,613,668) 312,636 1,039,601,970
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5. Property, plant and equipment (continued)
Reconclliation of property, plant and equipment - 2020

Opening Additions Depreciation  Impairment Total

balance loss
Land 185,320,045 - - - 185,329,045
Bulidings 215,487,601 19,112,973 (13,169.108) (4.871,487) 216,559,999
Landfil Site 59 643,999 - (4,.956.374) (2.838,181) 51849444
Machinery and equipment 3,171,005 153,963 (956.488) (41,834) 2,326,546
Fumiture and office equipment 2,198,876 59 845 (616.908) (3,323) 1,638,490
Motor vehicles 5,783,890 2.378,686 {1,928.735) (1,329) 6,232,512
Computer equipment 2277151 234 347 (700.279) (11,880) 1,799,239
Electricity infrastructure 84,794,951 554,058 (3,564.788) (9,054) 81775177
Roads and stormwater infrastructure 531,605,655 7918236 (30,068.790) (1,855,217) 507,499 884

1,090,302,183 30,412,108  (55,961,470)  (9,732,485) 1,055,020,336

Pledged as security
No assets have been pledged as security.

Other information

Property. plant and equipment that was not used for any period of time

during the reporting period that significantly impacted the dellvery of

goods and services of the entity (Carrying amount)

Roads and stormwater infrastructure - 1
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5. Property, plant and equipment (continued)
Reconcliiation of Work-in-Progress 2021
Included within Inchuded within Included within Total
Buildings Roads and Electrical
Stormwater
Opening batance 14,713,290 26954813 574.894 42,242 997
Additions/capitat expenditure 24,561,662 9784274 - 34,345,936
Transfemred to completed items (9,002,579) {7,136,898) - (16,229.477)
30,182,373 29,602,189 574,894 60,359,456
Reconcliiation of Work-in-Progress 2020
Inchuded within Incduded within  Included within Tota!
Buildings Roads and Electrical
Stormwater
Opening batance 75,837,133 27,782.200 574,804 104,194 227
Additions/capital expenditure 19,061,163 7918236 - 26,979,399
Transferred to completed tems (80,185,006) {8,745 623) - (88,930.629)
14,713,290 26954813 574,854 42,242,997
Expenditure Incurred to repair and maintain property, piant and equipment
Expenditure incurred to repair and maintain property, plant and equipment
Included In Statement of Financial Performance
Employee related costs - 1
Contracted services - 1
Materials and supplies - 1
General expenses S 1
- 4
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5. Property, plant and equipment (continued)
Maintenance of property, plant and equipment
Maintenance of property, plant and equipment by condition - 2021

Preventative Corrective Maintenance

Maintenance

Total Planned Total Total
Bulldings - 2527118 2527119 2527118
Motor vehicles - 4,542,605 4.542 605 4,542 605
Electrical - 6,283,871 6,283,871 6,283.871
Roads and Stormwater - 5,427 032 5427932 5427932
Other Equipment - 3,655.511 3655511 3655511
- 22437038 22437038 22437038

Mzintenance of property, piant and equipment by condition - 2020

Preventative Comective Maintenance

Maintenance

Total Planned Total Total
Buildings - 1,760.329 1,760,329 1,760,329
Motor vehicles - 3,679.534 3.679.534 3679534
Electrical - 5,012,579 5.012,579 5,012,579
Roads and Stormwater - 10,912,825 10,912,925 10,912,825
Other Equipment - 19.870 19870 19,870
- 21,385,237 21,385,237 21,385,237

A register containing the information required by section 63 of the Municipal Finance Management Act s avaliable for

inspection at the registered office of the municipatity.

Land appointed in terms of legislation which entity controls without legal ownership or custodianship

Carrying value of tand included in the carrying value of Property, plant and
equipment
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6. Intangible assets

Reconclliation of intangible assets - 2021

Computer software

Reconclilation of intangible assets - 2020

Computer software

Intangible assets in the process of being constructed or developed

There are no mntangible assets that & n the process of being constructed or developed.

Opening Difference Total
balance

(2) 2 -
Opening  Other changes, Total

balance movements
118,062 (118,962)
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7. Heritage assets

Historical monuments
Area of land historical value
Art collections, antiquaties and exhibits

Total
Reconclliation of heritage assets 2021
Historical monuments

Area of land historical value
Art collections, antiquilties and exhibits

Reconcliiation of heritage assets 2020

Histoncal monuments
Area of land historical value
Art coflections, antiquiitbes and exhibits

2021 2020
Cost / Accumulated Carrying value Cost / Accumulsted Carmying value
Valuation impasrment Valuation impairment
losses losses
4,848 314 - 4,848,314 4,848,314 - 4,848,314
490,000 - 490,000 490,000 - 490,000
60,000 - 60.000 60,000 - 60.000
5,398,314 - 5,398,314 5,398,314 - 5,398,314
Opening Total
balance
4,848,314 4848314
480,000 490,000
60,000 ©0,000
5,398,314 5,398,314
Opening Total
balance
4,848,314 4848314
490,000 490,000
60,000 60,000
5,398,314 5,398,314
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7. Herlhtage assets (continued)
Expenditure Incurred to repalr and maintain heritage assets

Expenditure Incurred to repair and maintain heritage assets included In

Statement of Financial Performance

Contracted services -
Sale of goods/inventory -
General expenses 5

(7] PPN

8. Employee benefit obligations
The amounts recognised In the statement of financial position are as follows:

Carrying value

Present value of the defined benefit obligation - medical axd (26,843.000) {21,537,000)

Present value of the defined benefit obligation - long service awards (7,529.000) (6,226,000)
{34,372,000) {27,763,000)

Non-current liabllities {32,030.000) (26,163.000)

Current kabdties (2,342.000) (1,600.000)
{34,372,000) (27,763,000)

Post Retirement Medical Ald Obligation

The fair value of plan assets Includes:

Post Employment Health Care Benefit Liability 26,843,000 21,537,000

Less: Transfer to Current Provisions (1.297.000) (1,212,000)

25,546,000 20,325,000

The Municipality provides cerain post retirement medical benefits by funding the medical axd contributions of certain retired
members of the Municipality. According to the rules of the medical aid funds, with which the municipalty is associated, a
member (who is on the current condition of senvice), on retwrement, is entitied to remain a continued member of such
medical aid fund. in which case the Municipaity Is liabie for a certain portion of the medical aid membership fee.

The most recent actuanal vatuations of plan assets and the present value of the unfunded defined benefit obligation were
carried out as at 30 June 2020 by Zagen Actuanies Pty Ltd, trading as ZAQ Consultants and Actuarties, a member of the
Actuarial Sockety of South Africa. The present value of the defined benefit obligation, and the reiated current service cost
and past service cost. were measured using the Projected Unat Credit Method.

The Post Employment Health Care Benefit Plan Is a defined benefit
plan, of which the members are made up as follows:

In-service members 174 177
Continuation members N 30
205 207

The liability in respect of past service has been estimated to be as:

In-service members 15,405,000 11,256,000
Continuation members 11,438,000 10,281,000
26,843,000 21,537,000

217 |Page



uMngeni Local Municipality

(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Notes to the Annual Financial Statements
Figures in Rand 2021 2020

8. Employee benefit obligations (continued)

Net expense recognised In the statement of financial performance

Current service cost 630,000 906,000

Interest cost 2,602.000 2,429,000

Actuarial (gains) losses 3,296,000 (5.215,000)
6,578,000 {1,880,000)

The movement In the defined benefit obligation over the year Is as follows:

Opening batance 21,537.000 24,587,000
Current service cost 680,000 906,000
Interest cost 2,602,000 2,429,000
Recognised actuarial (gain)foss 3,296,000 (5,215.000)
Benefits paid (1,272,000) {1,170.000)

26,843,000 21,537,000

The future service cost for the ensuing year is estimated to be xxx whereas the interest-cost for the next year is estimated to
be R xxxx. (2020: R 680,000 and R2,602,000 respectively).

Key assumptions used
The principal assumptions used for the purposes of the actuanal valuations were as follows:

Discount rates used 8.94 % 8.94 %
Expected rate of return on assets 8.05 % 8.05 %
Expected increase in salaries 0.82 % 0.82 %
Expected pension Increases 7.05 % 7.05 %
Healthcare cost inflation rate 1.00 % 1.00 %
Other assumptions

Assumed healthcare cost trends rates have a significant effect on the smounts recognised In surplus or defict. A one
percentage point change in assumed healthcare cost trends rates, particularly the medical ald infiation. would have the
following effects:

One One

percentage percentage
point increase  point

decrease
Effect on the aggregate of the service cost and Interest cost 1 1
Effect on defined benefit oblgation 1 1
The history of experienced adjustments are as follows:
2021 2020 2019 2018 2017
R R R R R

Defined benefit obligation 26,843,000 21,537,000 24,587,000 1
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8. Employee benefit obligations (continued)

Long Service Awards

The fair value of long service awards s represented below:

Provision for long service awards 7.529,000 6,226,000

Less: Transfer of current provisions (1.045,000) (388,000)
6,484,000 5,838,000

A long-service award Is granted to municipal employees after the compéetion of fixed penods of continuous service with the
Municipaity. The provision represents an estimation of the awards to which employees in the service of the Municipalty at
30 June 2021 may become entitled 1o In future, based on an actuarial valuation performed at that date.

The most recent actuanal valuations of plan assets and the present value of the unfunded defined benefit obligation were
carried out as at 30 June 2021 by Zagen Actuanss Pty Ltd, tfrading as ZAQ Consultants, a member of the Actuarial Society
of South Africa. The present value of the defined benefit obligation, and the related current service cost and past service
cost, were measured using the Projected Unit Credit Method. No other long service benefits are provided by the
municipaity.

The Long Service Awards plans are defined benefit plans. As at year end, 247 employees were eligible for Long Service
Awards. (2020: 247 employees)

The future service cost for the ensulng year is estimated to be R xox whereas the Interest-cost for the next year is estimated
to be R xx (2020: R 489,000 and R 759,000 respectively).

The amount recognised In the Statement of Financlal Performance Is as follows:

Current service cost 489,000 500,000

Interest cost 758,000 621,000

Acturial (gain)loss recognised 317,000 (638,000)
1,565,000 483,000
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8. Employee benefit obligations (continued)

The movement in the defined benefit obligation In the Statement of Financial Position Is as follows:

Opening Batance 6,226,000 6,272,000

Current service cost 489,000 500,000

Interest cost 759,000 621,000

Benefits paid {262,000) (529,000)

Acturial (gainyloss recognised 317,000 (638,000)
7,529,000 6,226,000

The principal assumptions used for the purposes of the actuarial valuations

Discount rate g 8.94 %

Expected rate of salary Increase 6 6.25 %

The effect of a 1% movement in the assumed rate of salary Inflation is as:

Effect on the aggregate of the current service and interest cost 1 1

Effect on the defined benafit obligation 1 1

The history of experience adjustments on long service awards as follows:

2021 2020 2019 2018 2017

Long service awards 7,529,000 6,226,000 6.272,000 1

obligation

9. Non-Current Recelvables from exchange transactions

Electricity Deposit to Eskom 5718319 3818217

10. Recelvables from non-exchange transactions

Consumer debtors - Rates 36,165,494 73,502,602

Consumer debtors - Other (Specified) B42 607 836729

37,008,101 74,339,331
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10. Receivables from non-exchange transactions (continued)
Statutory recelvables included In recelvables from non-exchange transactions above are as follows:
Fines - 14,316,623
Property rates - Vacant Land - 7,452,007
Property rates - Other Properties - 2,164,006
Property rates - Public Service Infrastructure - 496,505
Property rates - State owned properties - 1,734,341
Property rates - Rural Residential - 12,050,435
Property rates - Rural Commercial - 6,434 925
Property rates - Rural Agricultural - 6,783,773
Property rates - Business and Commercial - 8,768,046
Property rates - Industrial - 7,283,985
Property rates - Residential - 97,405,582
- 164,890,228
Financial asset recelvables included In receivables from non-exchange 37,008,101 (80,550,897)
transactions above
Total recelvables from non-exchange transactions 37,008.101 74,339.331
11. VAT recelvable
VAT 5,123,640 2,450,776
12. Current receivables from exchange transactions
Gross balances
Electricity 29,892 865 25349171
Accrued Income 192,406 100,756
Refuse 8,143,602 7,060,686
Business service levies 784,236 784,236
Sundry debtors 923 859 1,467 260
Housing rental 2,616,893 1,295,169
Prepayments - 1,727,855
42,554 051 37,785,133
Less: Allowance for impairment
Electricity (19,717.791) {9,284.899)
Refuse (6,117.163) {3,328.239)
Sundry debtors (1,139.460) {1,197 845)
Housing rental (1,894,772) (916,808)
(28,969,186) (14,727,791)
Net balance
Electricity 10,175,074 16,064.272
Sewerage 192,406 100.756
Refuse 2,026.529 3,732,447
Business sarvice levies 784,236 784,236
Sundry debtors (215.501) 269,415
Housing rental 622121 378.361
Prepayment - 1,727,855
13,584,865 23,057,342
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12. Current receivables from exchange transactions (continued)

Electricity
Current (0 -30 days) 6,302,099 6,220,037
31- 60 days 1,659.443 2,358,151
61-80days 879.206 755,921
91- 120 days 592,668 546.331
121 - 365 days 428,720 369.270
> 365 days 20,030,634 15,097.561
29,892,860 25,349,171
Refuse
Current (0 -30 days) 639,518 622,513
31-60days 296,763 302,480
61- 90 days 198.679 224 217
91- 120 days 178.270 196.202
121 - 365 days 170,800 183,123
> 365 days 6,659,652 5,532,152
8,143,691 7,060,687
Sundry debtors
Current (0 -30 days) 48,978 55,647
31-60days 18.538 37.183
61- 80 days 12,938 44,743
91- 120 days 4.835 33,485
121 - 365 days 7.303 31,324
> 385 days 764 503 1,257 670
857,096 1,460,072
Housing rental
Current (0 -30 days) 117,265 47,742
31-60days 65,248 38.072
61-90days 59871 34,158
81- 120 gays 60.678 28.606
121 - 365 days 129,339 26.577
> 365 days 2,184,392 1,120,012
2,616,893 1,295,167
Prepayments
891-120 gays - 1,727,855
Summary of debtors by customer classification
13. Receivables from non-exchange transactions
Gross balances
Traffic Fines 16,853.750 14,316,623
Consumer debtors - Property rates 169,803,810 150,573.436

186,657,560 164,890,059

Less: Allowance for impalirment
Traffic Fines (16,011.143) (13,479.804)
Consumer debtors - Property rates (133,638.316) {77,070.834)

(149,649,459) {90,550,728)
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13. Receivables from non-exchange transactions (continued)

Net balance

Traffic Fines 842,607 836,729

Consumer debtors - Property rates 36,165,404 73,502,602
37,008,101 74,339,331

Statutory recelvables included In recelvables from non-exchange transactions are as follows, on a gross basis:

Traffic Fines 16,853.750 14,316,623
Property rates - Vacant Land 6,944 369 7,452,007
Property rates - Other properties 2,065,092 2,164,006
Property rates - Public Service Infrastructure 669,846 496,505
Property rates - State Owned Properties 1,947,659 1,734,341
Property rates - Rural Residential 13,334, 434 12,050.435
Property rates - Rural Commercial 8,537.507 6,434 925
Property rates - Rural Agricultural 7,073,230 6,783,773
Property rates - Business and Commercial 12,046.052 8,768.0486
Property rates - Industrial 9,535,706 7,283,985
Property rates - Residential 107,649,002 97,405,582
186,657,727 164,890,228
Statutory recelvables that are past due and iImpaired included In recelvables from non-exchange transactions are as
follows:
Traffic Fines {16,011.143) {13,479.804)
Property rates - Vacant Land (4.829,518) (3,704.651)
Property rates - Other properties - (1,137)
Property rates - Public Service Infrastructure (1,412.204) (482.938)
Property rates - State Owned Properties (1.733,953) (1,166.959)
Property rates - Rural Residential {7.465,550) {3,788.909)
Property rates - Rural Commercial {7,150.868) (3,202.480)
Property rates - Rural Agricultural (4,191.715) (3,933.389)
Property rates - Business and Commercial (5,784, 623) (2,017.073)
Property rates - Industrial (8,424 015) (3.511.577)
Property rates - Residential (92,644 881) (55,261,720)
(149,649 .460) (90,550,727)
Statutory recelvables included In recelvables from non-exchange
transactions above are as follows, net of impairment:
Traffic Fines 842,607 836,729
Property rates - Vacant Land 2,114,851 3,747,355
Property rates - Other properties - 2,162,869
Property rates - Public Service Infrastructure 19,405 13.567
Property rates - State Owned Properties 524 032 567.383
Property rates - Rural Reslidential 5,107.031 8,261.526
Property rates - Rural Commercial 1,386,729 3,232,445
Property rates - Rural Agricuftural 2,881,516 2,850,383
Property rates - Business and Commercial 8,326,522 6,750,974
Property rates - Industrial 1,110,791 3,772,408
Property rates - Residential 14,694 617 42,143,861
37,008,101 74,339,500
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13. Recelvables from non-exchange transactions (continued)
Statutory recelvables that are past due but are not impaired and included
In recelvables from non-exchange transactions:
Property rates - Vacant Land 5,647 047 5,851,694
Property rates - Other properties 2,282,164 2,151,079
Property rates - Public Service Infrastructure 669,845 480,172
Property rates - State Owned Properties 1,729.273 1,549,902
Property rates - Rural Residential 9.363.877 7,902.131
Property rates - Rural Commercial 7.496.063 5277.120
Property rates - Rural Agricultural 5,296,269 5.120.212
Property rates - Business and Commercial 8,019,453 5,055.810
Property rates - Industrial 8,251.426 5,932,994
Property rates - Residential 93,138,850 82,740,704
141,895,287 122,161,618
Property Rates
Current (0 -30 cays) 16,474,680 16,289,908
31-60days 7.202.206 7,555,168
61-90 days 4,237 121 4,566,708
91 - 120 days 3,836,583 3,954,718
121 - 365 days 3.725.626 3,533.041
> 365 days 134327762 114,674,060
169,803,978 150,573,604
Electricity
Current (0 -30 days) 6,302,100 6,220,937
31-60days 1,659 444 2,358,151
61-90days 879.297 755,922
91-120 days 592 669 546,331
121 - 365 days 428721 369.270
> 385 days 20,030,635 15,097,561
29,892,866 25,349,172
Refuse
Current (0 -30 days) 639.519 622,513
31-60days 296.761 302.480
61- 90 days 198,679 224 217
91-120 days 178.271 196,202
121 - 365 days 170.809 183.123
> 385 days 6,659,653 5,532,152
8,143,692 7,060,687
Sundries
Current (0 -30 cays) 48.978 55647
31-60days 18.539 37,193
61 - 80 days 12,938 44,743
91-120 days 4,835 33.495
121 - 365 days 7.303 31,324
> 355 days 831,361 1,257,670
923,954 1,460,072
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13. Receivables from non-exchange transactions (continued)

Housing rental

Current (0 -30 days) 117,265 47.742

31-60days 65,248 38.072

61-80days 59.971 34,158

91 -120 days 60.678 28,606

121- 365 days 129,338 26.577

> 365 days 2,184,302 1,120,012
2,616,893 1,295,167

Statutory receivables general Information
Transaction(s) arising from statute

Traffic fines are Issued to offenders In terms of the Criminal Procedures Act, hence this is therefore recognised as a
statutory receivabie.

Property rates is levied in terms of the Municipal Property Rates Act, hence this is therefore recognised as a statutory
receivable.

Determination of transaction amount

The traffic fines recelvable is calculated by determining the value of the fine to be paid on intial recognition, and accounting
for subsequent measurement by taking into account reductions and discounts made to the vaiue of the fine payable in tems
of the court of law. No Interest is charged on outstanding fines, and any addtional penalties applied by the court is paid by
the offender to the court directly, and is therefore not considered to be revenue for the municipality

The property rates recelvable s calculated by applying the Council approved rates randages against the vakuation of
Individual properties within the municipality jurisdscation. Council approved rebates and exempbions are further applied to
reduce the receivable.

Interest or other charges levied/charged

No Interest or penalties Is levied on traffic fines receivables, In accordance with the Cnminal Procedures Act.

Interest is applied on outstanding property rates debt, at an interest rate of 1% per month.

Basls used to assess and test whether a statutory recelvable Is impaired

The following accounts are specffically excluded from the assessment for imapirment:

Receivable accounts with credit balances at reporting date . Recelvables accounts where total balance at a reporting date
is zero , Recelivables accounts where the municipality is the owner, as this is raised on the debtor system and rebated
accordingly.

Any one of the following events is considered to provide objective evidence that a receivabie naccount or group of
receivable account receivable accounts could be impaied:

A debtor that has been placed under or applied for liquidation or sequestration, Accounts handed over to debt collectors
and / or power attorney, All acounts indicated as In-active accounmtys on the system , when accounts have been formally
presented to the CFO for consideration for write off and all accounts with tbalances ocutstanding for longer than ninety(90)
days as these accounts are considered to be past due .1

Discount rate applied to the estimated future cash flows

Due to interest being appiied on property rates, the time value of money has been considered, and therefore no discounting
of debtors has been effected on future cash flows.
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14. Finance lease obligation

Minimum lease payments due

- within one year 1,510,886 2,046,641
- in second to fifth year nclusive 1.389.341 2,878,933
- later than frive years (194, 694) (415.867)
Present value of minimum lease payments 2,705,533 4,509,707
Non-current liabilities 1.311.177 2,705.514
Current kabidties 1,394,337 1,804,183

2,705,514 4,509,707

it is the munscipality policy to lease certain motor vehicies and equipment under finance leases.
The average lease term was 4-5 years

Interest rates of 8.5% (2020: 8.5%) linked to pnme &t the contract date. ANl leases have fixed repayments and no
arrangements have been entered into for contingent rent.

The municipaiity’s obligations under finance leases are secured by the lessor's charge over the leased assets.
15. Unspent conditional grants

Unspent conditional grants and recelpts comprises of:

Unspent conditional grants and receipts

Financial Management Grant - 329672
Housing Grant 1,191 837 608,204
Integrated National Electrificasion Programms - 2,170.560
Municipal Infrastructure Grant - 11,413,887
Nodal Plan and Land Scheme Grant 104,051 104,051
Provincial - Cedara College / Khanys Viiage Road 414219 414,219
MAP Synergistic Partnership 159,796 231,732
Massification Grant 135,116 135116
Sports and Recreation Maintenance Grant 11,042 11,042
2,016,061 15,419,483
Movement during the year
Balance at the beginning of the year 15,419,483 6,076,235
Receipts during the year 117,736,633 115,461,000
Income recogndtion during the year {131,140.054) (106,117.751)
2,016,062 15,419, 484

The nature and extent of government grants recognised in the annual financial statements and an indication of other forms
of government assistance from which the municipatity has directly benefited; and

Unfulfilled conditions and other contingences attaching to government assistance that has been recognissd.
See note for reconciliation of grants from National/Provincial Government.
These amounts are invested in a ring-fenced investment until utilised.
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16. Annuity loans

Al amortised cost
Other financial &ability 1 12448711 17,335,681
Terms and condibons

Non-current liabilities

At amortised cost 9,661,843 13,395 489
Current liabilities
At amortised cost 2,786, 868 3,940,192
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17. Provisions
Reconcliiation of provisions - 2021
Opening Increase Interest Cost Total
Balance /(descrease )In
estimate
change in
discount factor
Environmental rehabllitation 56,227,195 1,502,626 4,857,183 62,587,004
Reconcliiation of provisions - 2020
Opening increase in Interest Cost Total
Balance change In
estimate and
discount rate
Environmental rehabillitation 54,386,363 {2,838.180) 4,609,012 56,227,195

In terms of the licensing of the landfil refuse sites the municipality will incure the following kcensing and rehabilitation costs
to restore the site at the end of its useful life estimated to be in 2032(curries post landfil) and 2023 (haton landfill)
respectively. Provision has been made for the net present value of this cost. The payment dates for the total dosure and
rehabiMtation are uncertain. The calculation for the rehabillitation of the landfdl site provision was compiled by an
indepedent qualfied engineer (Geoff Purmell Waste management Specialist ) in order to determune the present value to
rehabétate the landfiil site at the end of it useful life.Provision s made in terms of the municipaitys licensing stipuiations for
the rehabidaton of landfill sites The total obligation at year end can be atiributted to the following

There is no expected reimbursement (from the manufacturer) in respect of this provision.

Location Site Extent Estimated Estimated Cost of Movement Cost of
M2 Rehabliitatioc  Post Closure Rehabilitatio during the Rehabliitatic
n date Monitoring n 2019-2020 year n 2020-2021
date
Cumes Post 23167 2032 2,062 44455143 6,039,898 50495041
Landfis-Sie
Hilton Landfill- 2085 2023 2,053 11,738,188 200,063 11,938,240
Sites
23 462 4,055 4,115 56,183,329 6,239,961 62,433,200
23,462 4,055 4115 56,193,329 6,239,961 62,433,290

the pnincipal assumptions used for the purposes of the actuanal valuations were as follows:A retrospective calculation of
time value for money based on the government bond rate for the of the past 5 years was
current year using the longest term available on retail bond fixed term.2016-2017 Rate 8.25%:2017-2018 Rate 8.5%:2018-
2019 Rate 8.5%:2019-2020 Rate 8.5%,2020-2021 Rate 8.25%.

from 2016-2017 up to the
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18. Payables from exchange transactions
Accruals 17,660,997 32,839,781
Payments received In advance 22 492,057 21,643 486
Leave accruals 11648470 10,638,704
Retention 5461 411 3,608.378
Accrued expense - DBSA accrued interest 33047 387.837
Operating lease payables (If immaternial) - 14,853
Provision - Salary - 659.215
Unclaimed deposits 9,479,042 9,982,050
Salary crediors 23,883 19
67,096,331 79,775,223
19. Consumer deposits
Electricity 2,675,569 2,536.866
Housing rental 2,087,205 2,097.254
4,762,774 4,634,120
20. Revenue
Sale of goods 3,647,264 2,908 692
Service charges 91,304,866 85,008.403
Rental of faciities and equipment 1,277,858 1,087,774
Interest received (trading) 2,403,368 1,902.209
Licences and permits 3,514 647 2,796,025
Miscellaneous other revenue 347,868 301,901
Fees eamed 1,180,239 -
Interest received - investment 1.715.464 2649715
Property rates 219,869,420 204,867,536
Property rates - penalties imposed 11,974,995 8,095.873
Surcharges and Taxes 26.672 41,872
Government grants & subsides 131,140,055 105,577,169
Fines, Penaltes and Forfeits 2674853 907.577
471,077,569 416,154,836
The amount Included in revenue arising from exchanges of goods or
services are as follows:
Sale of goods 3,647 264 2,908,692
Service charges 91,304,866 85,008 403
Rental of faclities and equipment 1,277.858 1,097,774
Interest received (trading) 2,403,368 1.902.209
Licences and permits 3,514 647 2,796,025
Misceillaneous other revenue 347.868 301,901
Fees eamed 1,180,238 -
Interest received - investment 1,715,464 2,649,715
105,391,574 96,664,809
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20. Revenue (continued)
The amount Included In revenue arising from non-exchange transactions
Is as follows:
Taxation revenue
Property rates 219,869,420 204,867,536
Property rates - penaities imposed 11,974 005 8,095873
Surcharges and Taxes 26672 41872
Transfer revenue
Government grants & subsidies 131,140,055 105,577,169
Fines, Penaltes and Forfeits 2,674,853 907 577
365,685,995 319,490,027
21. Sale of goods and rendering of services
Bullding plan fees 1,953,338 1,881,069
Tender documents 120,278 97,082
Parking fees - 18,710
Clearance certfficates 702,020 483,236
Entrance fees 388 830
Application fees 2073 201
Cemetery and bunal fees 157,785 216,375
Photocoples and faxes 6,196 7.878
Domestic services - 9,800
Town planning and serwtudes 705,185 192,701
3,647,264 2,908,692
22. Service charges
Sale of electncity 83,432,608 77.410.804
Refuse removal 7.872.258 7,597,509
91,304,866 85,008.403

The Estimated Distnbution Loss R 19 685 013 { 2020: R 83 049 702) 1s noted . There were 72 710 467 electricity kilowatts
issued , but 91 568 908 kiliatts purchased resulting in a loss of 11 B58 441 @ 1,66 o/R that makes an amount of R 19 6385

013 (13%) Joss.

The Municipaity is applying its credat control and Debt collection policy in an effort to reduce losses, however the lossess
are of a technical nature and Wegal connections. The municipality Is busy nvesting strategses to further reduce the issues,

23. Rental of facilities and equipment

Facllities and equipment
Rental of facities
Premises

Garages and parking
Facllites and equipment

24. Interest Recived

Heading
Interest

1,277.858 1,097,774
1,277.858 1,097,774
2,403,368 1,902,289

230 |Page



uMngeni Local Municipality
(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Notes to the Annual Financial Statements

Figures in Rand 2021 2020

25. Fines, Penalties and Forfeits

Overdue Books Fines 1.443 3.577
Municipal Traffic Fines 2673410 904,000
2,674,853 907,577

26. Licences and permits (exchange)

Learners Certificates 1.321.712 1,119.785
Market Porters 13.376 6.818
Taxi rank permits 26,609 34,174
Drivers Licence Application/Duplicate Drivers Licences 2,152 9850 1,635.248

3,514,647 2,796,025

27. Lease rentals on operating lease

Motor vehicles

Contractual amounts 238.857 274,450

Equipment

Contractual amounts 904,906 818,788

Lease rentals on operating lease - Other

Contractual amounts 276,736 270,491
1,420,459 1,363,729

28. Surcharges and Taxes

Surcharges 26,672 41872

29. Interest, dividends and Rent on Land

30. Operational revenue

Administration handling fees 110.230 55,964

Fees eamed 1,180,239 -

Commission receswved 1.563 11,527

Incidental cash surpluses 5.681 545

Skilis development levy refund 118,953 189,795

Insurance refund 111,441 44,070
1,528,107 301,901

31. Investment revenue

Interest revenue

Bank 1.715.464 2,649,715
1,715.464 2649715
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32. Property rates
Rates recelved
Residential 131,870,564 123,221,501
Commercial 33,109,973 30,307,772
State 3,309,397 3214476
Small holdings and farms 39,682,886 36,002,775
Industrniai 8,311,526 7,626,756
Public benefit organisations 476.843 413,263
Public service infrastructure 286,749 292 019
Other properties 2,821,482 2,888,974
219,869,420 204,867,536
Property rates - penalties imposed 11,974,095 8095873
231,844,415 212,963,409
The amount of revenue forgone / rebates for property rates s R157 618 002 (20192020: R 148 031 130)
Valuations
Residential 17,030,470.500 16,801,799 500
Commercial 3,194,734 500 3,102,821.000
State 283,006,000 283,006,000
Municipal 283,915,325 283,935.325
Education 2,246,928,000 2,246,928.000
Place of worship 235414000 235,414,000
Agriculture 3,923,466.000 3,911,189,000
Private open space 26,944,000 26,944 000
27,234,878,325 26,892,046,825

Valuations on kand and buildings are performed every 5 years. The last general valuation came into effect on 1 July 2015.
Interim valuations are processed on an annual basis to 1ake into account changes in individual property values due to

alterations and subdivisions.

The current general valuation roll has expired however the municipality reguested an extensson through the MEC for
COGTA and it was granted. Rates are levied on an annual basis with the final date for payment being 30 June 2020 nterest
at 1% per annum (2020: 1%) and a collection fee of 10% (2020: 10%), is levied on rates outstanding seven months after

the due date each financial year
The new general vaiuation roll will be Implemented on the 01 July 2022,

33. Grants and subsidles pald

Other subsidies

Indigent relief - 19.000

Grant in Axd 212,950 106,500

SPCA 360,000 360,000
572,950 485,500

Grants paid to ME's = =

Other subsidies 572,850 485,500
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34. Actuarial Loss

Loss on Medical Services

Actuarial Loss for Medical Aid Benefit 3,206,000
Actuarial Loss for Long Service Award 317,000
3,613,000
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35. Government grants and subsidies

Operating grants

Equitable share 85,401,000 67,048,000

Expanded Public Works Progarmme Grant 1,000,000 1.,000.000

Nodal Plan and Land Scheme Grant - 1,125,023

Integrated National Electrification Grant 7,170,560 3,829.440

Library staffing costs 4,071,000 3,942,000

Finance Management Grant 2029672 1.440.328

Musuem Grant 213,000 202,000

Disaster Management Grant - Covid 19 - 1,460,000

Sport and Recreation Maintenance Grant - 27,438

MAP Synegistic Partnership 71,936 18,613
99,957,168 80,092,842

Capital grants

Municipal Infrastructure Grant 31,182,887 25,484 327
99,957 168 80,092,842
31,182,887 25,484 327

131,140,055 105,577,169

Conditional and Unconditional

Included in above are the following grants and subsidies received:

Conditional grants received 45,758 611 38,510.556

Unconditional grants received 85,401.000 67,048,000

131,159,611 105,558,556
Equitable Share

in terms of the Constitution, this grant is used to subsidise the provision of basic services 1o indigent community members,

The additional funding for Covid-12 alocation recelved through equiable share for 2020: R12 045 000 was fully spent.

Disaster Management Grant

Current-year receipts
Conditions met - transferred 1o revenue

Conditions stil to be met - remain labdéties (see note 15).
Expanded Public Works Program

Current-year recaipts
Conditions met - transferred 1o revenue

Conditions st to be met - remain liabéties (see note 15).
Finance Management Grant

Balance unspent at beginning of year
Current-year receipts

- 1,460,000
- (1,480,000)
1,000,000 1,000,000
(1,000.000) (1,000.000)
329,672 -
1,700,000 1,770,000

234 |Page



uMngeni Local Municipality

(Registration number KZN 222)
Annual Financial Statements for the year ended 30 June 2021

Notes to the Annual Financial Statements

Figures in Rand 2021 2020

35. Government grants and subsidies (continued)

Conditions met - transferred 10 revenue {2,029.672) (1.440.328)

- 329,672

Conditions stil to be met - remain liabdties (see note 15).

Housing Grant

Balance unspent at beginning of year 609.204 1,149.787

Current-year receipts 242 000 -

Other 340,633 (540.583)
1,191,837 609,204

Conditions still to be met - remain liabdities (see note 15).

The municipality is an implementing agent for this grant, hence revenue is not recognised to the Statement of Financial

in terms of GRAP 109, and is accounted as a liability.
Integrated National Electricity Programme Grant
Balance unspent at beginning of year

Current-year
Conditions met - transferred 1o revenue

Conditions still to be met - remain liabiities (see note 15).

Museum Grant

Current-year receipls
Conditions met - transferred 1o revenue

Conditions stll to be met - remain liabdties (see note 15).

Municipal Infrastructure Grant
Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred 10 revenue
Other

Conditions stll to be met - remain liabilities (see note 15).
Masslification Grant

Balance unspent at beginning of year

Conditions stél to be met - remain liabéities (see note 15).

MAP Synergistic Partnership (Traditional Council)
Balance unspent at beginning of year

2,170,560 -
5,000.000 6,000,000
(7.170.560) {3.829.440)
- 2,170,560

213,000 202.000
(213,000) (202.000)
11,413,887 2,859,214
22,628.000 34,039,000

{31,182.887) {25,484 .327)
(2,858,000} -

- 11,413,887
135,116 135.116
231,732 250.345
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35. Government grants and subsidies (continued)

Conditions met - transferred 1o revenue (71.836) (18.613)
159,796 231,732

Conditions st to be met - remain liabiities (see nole 15).

Provincial Library

Current-year recaipts 4,071,000 3,942,000

Conditions met - transferred to revenue {4,071,000) (3,942.000)

Conditions st to be met - remain Liabilties (see note 15).

Sports and Recreation Grant

Balance unspent at beginning of year 11,042 38,480

Caonditions met - transferred fo revenue - (27.438)

11,042 11,042

Condit:ons stél to be met - remain liabdties (see note 15).

Provincial - Cedara College / Khanya Village Road

Balance unspent at beginning of year 414,218 414,218

Conditions st to be met - remain liabiities (see note 15).
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36. Additional Note
37. Employee related costs
Basic 68,319 497 66,354 628
Bonus - 13th Cheque 5,698.586 4971473
Medgical aid - company confributions 7.162.341 5,647,926
Unemployment Insurance Fund 528.163 541,535
Waorkmans Compensation Fund 689,265 721.563
Leave pay provision charge 3,559.614 7,080.737
Defined benafit contributions - medical - (9.502)
Pension fund contributions 16,826.623 12,588,089
Overtime payments 6,172,657 8,000,197
Defined benefit contributions - Long-service awards 324,007 525,726
Acting allowances 90.014 304 472
Car allowance 4,784 002 4,531,767
Housing bensfits and aliowances 394,339 380.228
Bargaining Council Levies 37.608 35,390
Celiphone allowance 310634 303.535
Standby allowance 669.071 392.088
115,567,501 112,369,852
Remuneration of Municipal Manager
Annual Remuneration 1,386,637 1,386,637
Celiphone allowance 24,000 24,000
1,410,637 1,410,637
Remuneration of Chief Financial Officer
Annual Remuneration 391.321 385,587
Car Allowance 130.440 259625
Celiphone allowance 10,500 9 008
Leave encashment - 37.423
532,261 691,733
R ation of G ral Manager: Corporate Services
Annual Remunerstion 980,967 986.658
Car Allowance 227,961 222 268
Celiphone allowance 18.000 18.000
1,226,928 1,226,927
Remuneration of Former General Manager: Planning Services
Annual Remuneration 124,768 634,074
Car Allowance - 107.180
Celiphone allowance - 9.000
Leave encashment 29 807 45107
154,575 845,361
Remuneration of General Manager: Community Services
Annual Remuneration 800.057 986.658
Car Allowance 225424 222 269
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37. Employee related costs (continued)
Leave encashment - 45,108
Cellphone allowance 18,000 18,000
1,043,481 1,272,035
Remuneration of Acting Chief Financial Officer
Annual Remuneration 297755 2927121
Car Allowance 99 252 68.218
Leave Encashment 39.234 -
Cellphone allowance 6.986 4.500
443,227 285,439
Remuneration of General Manager: Planning and Development
Annual Remuneration 710,969 186,518
Car Allowance 236,890 72,820
Celiphone allowance 18.000 4.500
Leave encashment - 41,118
965,959 305,057
Remuneration of General Manager - Technical Services
Annual Remuneration 391,321 -
Car Allowance 130.440 -
Cellphone Allowance 10.500 -
532,261 -
Remuration of Acting General Manager - Technic al Services
Annual Remuneration 271,566 -
Car Allowance 90 522 -
Cellphone Allowance 6,986 -
Leave Encashment 20,447 -
389,521 -
38. Remuneration of councillors
Mayor 934,650 934,650
Deputy Mayor 759,478 759478
Speaker 462,950 760,877
Counciliors 7,172,059 6,868,530
9,330,037 9,323,535
In-kind benefits

The Mayor, Deputy Mayor, Speaker and Mayoral Committee Members are full-time. Each s provided with an office and

secretarial support at the cost of the Council.

The Mayor has use of a Councll owned vehicle for officlal duties.

The Mayor and the Deputy Mayor each have the use of separate Councél owned vehides for official duties.

The Mayor has three full-time bodyguards. The Deputy Mayor and speaker have two full-time bodyguards.
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38. Remuneration of councillors (continued)
Additional Information

The salaries, aliowance and benefits of counciiors are within the upper limits of the framework envisaged in section 219 of
the Constitution of South Africa

39. Depreciation and amortisation

Property, plant and equipment 56,613,668 55961470
Investment property 314,340 314.340
56,928,008 56,275,810

40. Impalrment of cash
41. Impairment of assets

Impairments
Property, plant and equipment (136,317) 9,732 486
Describe the events and circumstances that led to the recognition or reversal of
the impairment loss. The recoverable amount or [recoverable service amount)
of the asset was based on #ts fair value less costs to sell or (its value in use.)
(136,317) 9,732,486

[Disclose the following information for the aggregate impairment losses and the aggregate reversals of impalrment losses
recognised during the period for which no information has otherwise been disclosed:]

The main classes of assats affected by iImpasyment losses are:

The main classes of assets affected by reversals of impalrment losses are:

The main events and circumstances that led to the recognition of these impairment lossas are as follows:
The main events and circumstances that led to the reversais of these impairment losses are as follows:

42. Finance costs

Landfil Sites Interest Cost 4,857,183 4,699.012
Non-current bormowings 1,613,308 2,010,010
Trade and other payables 668,649 4,803

7,139,140 6,713,825

Capitalisation rates used during the period were -% on specific borrowings for capital projects and -% being the weighted
average cost of funds borrowed generalty by the municipality.

Total Interest expense, calculated using the effective interest rate, on financial instruments not at fair value through surplus
or deficit amounted to R - (2020: R -).
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43. Debt impairment

Contributions to debt impawrement provision 73,381,778 42,740.655
Reconclliation of Debt Impalrement
Traffic Fines 2,572,900 761,243
Electricity 10,432,893 2,110,437
Rates 56,567,482 38,156,947
Refuse 2,788 924 930,156
Sundry debtors (58,384) 531839
Rent 1,077,964 250,033
73,381,779 42,740 655

44. Bulk purchases

Electricity - Eskom 127,756,605 111,520,559

Electricity losses
45. Contracted services

Outsourced Services
Administrative and Support Staff 4,650,373 6,034.179
Animal Care 181,813 115,763
Business and Advisory 2,272,964 2,554,208
IT Expenses 4,651,728 3,627 492
Cleaning Services 1,567.431 -
Clearing and Grass Cutting Services 1,799,453 205.550
Fire Services 145,366 233.372
Hyglene Services 194,573 1,450,851
Hire Charges 2,831,661 3,257 466
Postage and Courier 1,931,068 1,595,395
Connection/Dis-connection 6,235,626 3,453,735
Refuse Removal - 3,612,000
Security Services 16,676,266 16,582,986
Consultants and Professional Services
Business and Advisory 6,130,202 2,016,885
Infrastructure and Planning 8 565,888 12223171
Laboratory Services - 130,550
Legal Cost 5440876 3,394,074
Contractors
Catering Services 127,500 122.400
Employee Weliness - 5871
Maintenance of Buildings and Facilities 2527120 1,663,743
Maintenance of Equipment 20,659 12,055
Maintenance of Unspecified Assets 14,376,564 24,538.568
Pest Control and Fumigation 110,911 -
Prepaid Electricity Vendors 778.651 431,568
Transportation - 116,300
Presented previousty - -
Outsourced Services 43,138.422 42,723,087
Consultants and Professional Services 20,137,056 17,764,680
Contractors 17,941,405 26,890,505
81,216,883 87,378,272
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46. General expenses
Advertising 630.255 742,719
Salga Bargaining Council 1,381,110 1,305,110
Auditors remuneration 2,483,035 2,438,974
Bank charges 921,121 1,031,716
Commissson paid 8,753 300.840
Discount aiowed 1,036,025 -
Insurance and vehicle tracking 1,331,151 1,449,550
Conferences and seminars 77.804 455043
Signage expenses 65,120 38.000
Skills development levies 870,488 821.879
Fuel and od 3,196,254 3,156,852
Printing and stationery 16,002 21,820
Protective clothing 1,106,073 517.864
Subscriptions and membership fees 576.750 287,089
Telephone and fax 968.171 1,000,620
Travel - local 110,482 605,318
Electricity and water utilities 14,596,009 11,062,726
Indigent retef 2,986,943 2,078,614
Motor vehicke licences and regisirations 138,835 106.639
Ward committees 1,584 287 1,567,613
Bursaries and leamerships 1,089,774 1,258.183
35,174,552 30,247,269
47. Materials and supplies
Consumable stores 1,109.607 1,250,412
Materials and supplies 578.672 598.072
1,688,279 1,848 484
1,688,279 1,848 484
48. Auditors' remuneration
Fees 2,483,035 2,438,974
49. Operating deficit
Operating defict for the year 1s stated after accounting for the following:
Operating lease charges
Motor vehicles
. Contractual amounts 238,857 274 450
Equipment
- Contractual amounts 904,906 818.788
Lease rentals on operating lease - Other
. Contractual amounts 276,736 270.491
1,420,499 1,363,729
Impairment on property, plant and equipment (136,317) 9,732 486
Depreciation on property, plant and equipment 58,613,668 55,961,470
Depreciation on inwvestment property 314,340 314,340
Employee costs 131,596,388 127,631,039
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50. Cash generated from operations

Deficit (49,274.194) (53,829.792)
Ad|ustments for:
Depreciation and amortisation 56,928,008 56,275.810
Provision for andfilisite (1,502.623) -
Prolvision for Landfill Site 2,281,057 -
Traffic Fines (2,578.777) >
Income Accrued (304,724) -
Interest Accrued (181,101) -
Deemed Interest (1,166.925) -
Accruals 14,873,051 -
Impairment (136.317) 9,732 486
Debt impairment 3,490,301 42,740,655
Actaurial Loss 3,613,000 (5,853.000)
Mavements in provisions 6,359,809 13,555,012
Movement In tax receivable and payable - 7,080,737
Annual charge for deferred tax - 2,909,728
Changes In working capital:
Non-Current Receivables from exchange transactions (1,900,102) (171.848)
Recievables from Non Exchange Transaction 9,485,800 (33,899.881)
Other receivables from non-exchange transactions 37,331,230 3,584,834
Statutory receivabies (34,008) -
Accrual (17,155.688) -
Payables from exchange transactions (12,678.892) 711,543
VAT {2,672.864) (82.436)
Unspent conditional grants (13,403.422) 9,343,248
Employee Obligations 6,609,000 -
37,972,519 51,997,095

51. Financlal Instruments disclosure

Categories of financial instruments

201
Financlal assets
At amortised Total
cost
Cash and Cash Eguivalents 22 484 328 22 484 328
Trade Recelvables from Exchange Transactions 13,584 865 13,584, 865
Trade Reclevables form Non-Exchange Transactions 37,008,101 37,008,101
Vat Recelvables 5,123 640 5,123,640
78,200,934 78,200,934
Financial Habllitles
At amortised Total
cost
Finance Lease Liability 2,705,514 2705514
Annuity Loans 12,448,711 12,448,711
Unspent Grants 2,016,062 2,016,062
Trade and Other Payables 86,760,750 65,760,759
Consumer Deposits 4,762,774 4,762,774
88,693,820 88,693,820
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51. Financial Instruments disclosure {continued)
Financilal assets
At amortised Total
cost
Trade and other receivables from exchange transactions 23,057 342 23,057,342
Receivables from non-exchange transactions 74,339,500 74,339,500
Cash and cash equivalents 32,099.000 32,099,000
VAT Recelvable 2,450,776 2450.776
131,946,618 131,946,618
Financial liabilities
At amortised Totai
cost
Trade and other payables from exchange transactions 79,473,656 79,473,656
Unspent conditional grants 15,419,483 15419483
Annulty loans 17.335.681 17,335,681
Consumer de 2473970 2473970
Finance lease liability 4,509,707 4,509,707
119,212,497 119,212,497
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52. Commitments

Authorised capital expenditure

Already contracted for but not provided for

. Property, plant and equipment 5,690,845 34,463,754

Total capital commitments

Already contracted for but not provided for 5,680,845 34,463.754

Authorised operational expenditure

Already contracted for but not provided for

*  Contracted services 5,391,324 26,255.937

Total operational commitments

Already contracted for but not provided for 5,391,324 26,255,937

Total commitments

Total commitments

Authorised capital expenditure 5,690,845 34 463,754

Authorised operational expendure 5,391,324 26,255.037
11,082,168 60,719,691

This committec expenditure relates 1o capital and operational expenditure and will be financed by available bank facilities,

retained surpluses and existing cash resources.

Operating leases - as lessee (expense)

Operating lease payments represent rentals payable by the municipalty for certamn of its office properties. Leases are
negotiated for an average term of seven years and rentals are fixed for an average of three years. No contingent rent is

payable.
53. Contingent Liabilities

llega! Occupants

Plant Heaith Product
Contempt Order Application
Labour Disputes

Services Charges Claim
Reviolation of Bylaws
llegal Construction and Structure
Eviction Matter

Planning Matters

Other Matters

Pothole Claims

- 300,000

- 100,000

- 300,000

- 200,000

- 483,000

- 850,000

- 260,000

760,000 -
170,000 =
1,709,185 -
3415137 3,402,534
6,054,332 5,895,534
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2020

54. Related parties
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54. Related parties (continued)
Remuneration of management
Management class: Councillors

2021

Name
Mayoral Committee
Councillors

2020

Name
Mayoral committee members
Councillors

Basic salary Travel Cellphone  Re-imbursive Total
allowance allowance travel
2,839,899 946 641 307.200 5,501 4,009,241
3,394,416 1.131.481 710,400 - 5,236,297
6,234,315 2,078,122 1,017,600 5,501 9,335,538
Basic salary Travel Celiphone  Re-imbursive Total
allowance allowance travel
2,782,217 944,654 307.200 53,142 4,087,213
3,394 441 1,131,481 710,400 - 5,236,322
6,176,658 2,076,135 1,017,600 53,142 9,323,535

Re-imbursive travel is paid based on the kilomterers travelied for work purposes, and s therefore not considered 1o be employee costs. Re-imbursive travel s therefore disciosed as

operational expenditure in the Statement of Financial Performance.
Management class: Executive management
2021

Name
Municipal Manager

Basic salary

1,386,637

allowance

24,000

Travel
allowance

Relmbursive Leave
travel Encashment
5052 -

Total

1,416,589
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54. Related parties (continued)
Chief Financal Officer

GM: Community Services

GM: Planning

GM: Corporate

Acting Chief Financial Officer
Former GM: Planning

GM: Technical

Acting Technical GM Manager

Name

Municipal Manager

Chief Financial Officer

GM: Community Services
GM: Planning

GM:

Acting Chief Financial Officer
Acting GM: Planning

391,321 10,500 130,440 - - 532,261
800,057 18,000 225424 10,877 - 1,054,358
710,968 18,000 236,990 - - 965,959
1,037,956 18,000 170,971 69.783 - 1,206,710
297,755 6,986 99,252 - 30,234 443227
124 767 - - - 20,807 154,574
391,231 10,500 130,440 - - 532171
271,566 6,886 90,522 - 20,447 389,521
5,412,259 112,972 1,084,039 86.612 89,488 6,785,370

Basic salary Cellphone Travel Re-imbursive Total

allowance allowance travel

1,352,016 24,000 - 81,310 1,467,326
423,011 9,000 259 625 - €91,636
1,031,766 18,000 222 269 4,070 1,276,105
729,180 18,000 107.181 - 854 361
086,658 18,000 222 269 104,838 1,331,763
212,722 4,500 68.218 - 285,440
227,637 4,500 72,920 - 305,057
4,962,990 96,000 952,482 200,216 6,211,688

Re-imbursive travel Is pald based on the kilomterers travelied for work purposes. and s therefore not considered to be employee costs. Re-imbursive travel is therefore disclosed as

operational expenditure in the Statement of Financial Performance.
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Statement of Financial Position

Audited Prior year Reclassifying Restated
adjustments adjustments
Assets
Current Assets
Cash and cash equivalents 32,099,030 - - 32,099,030
Recelvables from exchange transactions 24,308,403 (1.251,081) - 23,057,342
Receivables from non-exchange transactions 74330499 {168) - 74,330,331
VAT recelvable 2450776 - - 2.450,776
133,197,708 (1,251,229) - 131,946,479
Non-Current Assets
Investment property 48243894 (44,346,882) 54,520,840 58,417,752
Property, plant and equipment 1,136.543.277 (27.002,100) (54,520,840) 1,055.020,337
Intangible assets 7,865 (7,885) - -
Heritage assets 5,505,911 (107.587) - 5,308,314
Non-Current Reclevabées from exchange 3818217 - - 3.818.217
transactions
1,194,119,164 (71,464,544) - 1,122,654,620
Non-Current Assets 1,194.119,164 (71,464 544) - 1,122 654 620
Current Assets 133,197,708 (1,251,229) - 131,946,479
Non-current assets held for sale (and) - - - -
(assets of disposal groups)
Total Assets 1,327.316,872 (72,715,773) - 1,254,601,099
Liabilities
Current Liabilities
Consumer deposits 2473970 - 2,201,563 4,634,120
Employee bensfit obligation 1,600,000 - - 1.600,000
Annuity loans 3,940,192 - - 3,940,192
Payables from exchange transactions 79863116 (484,566) (2.291,563) 79,775,223
Unspent conditional grants 15419484 - - 15.410,483
Finance lease obligation 1.804,193 - - 1,804,193
105,100,955 (484,566) - 107,173,211
Non-Current Liabllities
Annuity loans 13,395 489 - - 13,385,489
Employee benefit obligation 26,163,000 - - 26,163,000
Provisions 43468583 11,764,607 - 55,233,190
Finance lease obligation 2705514 - - 2705514
85,732,586 11,764,607 - 97,497,193
Non-Current Liabilites 85,732,586 11.764 607 - 97.407,183
Current Liabdities 105,100,955 (484,566) - 107173211
Liabilibes of disposal groups - - - -
Total Liabilities 190,833,541 11,280,041 - 204,670,404
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Assets 1.327.316,872 (72.715,773) 1,254.601,009

Liabilities (190.833,541) (11.280,041) (204 670,404)

Net Assets 1,136,483 331 (83,995,814) 1,049,830,695

Net Assets

Accumulsted surpius 1,135,844 021 (86,907,335) 1,048.936,686

55.1.Cash and cash equivalents

Balance previously reported 204,372,080

Prior penod adjustment 251,967

Reclassifying adjustment (172,525.017)
32,099,030

Interest on investments was recognesed Incomrectly i the prior financial year.

55.2 Operating lease asset
Balance previosly reported
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55.3 Property, plant and equipment

Assets were identified during the 2019/2020 assat verification process which
were previously inciuded In the fixed register and the audit process. These
assets were therefore recognised in the fixed register at fawr value as
supporting documents.

Balance Previously reported

Prior year adjustments

Reclassification

1.136,543.277
(27,002,100)
(54,520,840)

1,055,020,337

Land

Land Newty found in asset register for 2018/2019 recognised fair-valued to address the
finding raised.

Reclassification from Land to Investment property is as aresult of teh verificabon conducted.
Decognition of land not municipal land as a result of the verification conducted.

July 2019 - Audited Opening Balances

Land Fair Values adjustment

Reclassificaton from Land 1o Investment Property

Derecognition of Land

Newly identified taken Into the register upon Verification

Restated Opening Balance 1 July 2019

Adjustments for movements 2018/20198
No adjustments on the movements of Land
Total Restatements

Total Restatements 1 July 2019

1 July 2020

1 July 2020 - Audited Opening Balance
2018/2019 Adjustments already disclosed
Adjustments for Movements 20192020

No adjustments on the movements on land

Total Restatements 1 July 2020

Adjustments for Movements 2018/2020
No adjustments on the movement of Land
Total Restatements 1 July 2020

Bulidings

Buildings newly identified taken into the register upon Verification conducted in 2020/2021
and Busidings not Municipal Buidings derecognised.

Depreciation adjustments and Impairment adjustments were based on the change above
and reviews of the population conducted.

1 July 2018 - Audited opening balance

Reclassification of WIP 1o PPE for alignment / mapping

Newly identified taken Into the register upon verification

159,296,943
74,773,310
(54,520,840)

(499,868)
6,279,500

185,329,045

185,329,045
185,329,045

185,715,655
(386,611)

185,329,044

185,329,044
185,329,044

103,432,153
75,837,133
41,869,712
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Derecognitionof Bulldings

Adjustments for Movemnents 20182019
Depreciation adjustment

Restated Opening Balance 1 July 2019

1 July 2020 - Audited opening Balances

Adjustment accounted for in 20182019

Joumnal already accounted for as 17/18 adjustments

WIP & Leased assets allocation for alignment purposes In AFS disclosure
Adjustments for Movements 20192020

Depreciation adjustment

Impairment Adpustment

Total Restatements 1 July 2019

Landfill Site

Landfél Site cost adjustment based on the provision adjustments made and recognition of
land in the comrect period. Landfill Site newly identified taken Into the register upon due to
the Land that was previously impaired and mpairment was reversed. Depreciation
adjustments and impairment were based on the changes above and revies of the poputation
conducted.

1 July 2018 - Audited opening Balances

Cost adjustment for Landfil site

Newly identified taken Into the register upon verification

Derecognition of Landfill site

Depreciation reversal of landfil ste

Adjustments for movements 20182019

Depreciabon adjustment

Impairment adjustment

1 July 2020 - Audited Opening Balance

Adjustments already accounted 20182019

Journals already acconted for as 2017/2078 adustments
Adjustments for Movements 2019/20

Depreciation adjustment

Impairment adjustment

Total Restatements 1 July 2020

Machinery and Equipment

1 July 2018 - Audited Opening Balances

Reclassification of Lease Equipment to Machinery and Equipment
Newly identified taken into the regester upon vernfication
Depreciation adjustment for movable assets

Adjustment for Movements 2018/2019

Additions adjustment

Depreciation adjustment

Disposal adjustment

Total Restatements 1 July 2019

(11,332)

(5,636,117)
215,491,549

234228770
112,065447
(50,806 473)
(75.837,133)

(3.124.423)
4381

216,569,999

13,326,707

33,547 808
0,866,141

(1,833,131)
09,326,000

(3.873.400)
(716,126)

59,643,999

10,822,585
46,317,292
(14,969,509)

(665,627)
10,344,704

51,849,445

2,175,735
65,508
86,206

1,031,700
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1 July 2020 - Audited Opening Balances

Adjustments already accounted for 2018/2019

Journals already accounted for as 17/18

WIP & leased assets allocation for alignment purposes in AFS disclosure
Adjustments for Movements 20192020

Depreciation adjustment

Impairment adjustment

Total Restatements 1 July 2020

Fumiture and Fittings

Fumiture and Fittings derecognised due to duplications identified and assets not meeting

the defindtion of assets instially disclosed after the verificaion conducted 2020/2021.

Depreciation adjustments and impairment adjustments were based on the changes above

and reviews of the population conducted.
1 July 2019 - Audited Opening Balances
Movables assets derecognised
Depreciation adjustment for movable assets
Adjustments for Movements 2018/19
Additions adggustment

adjustment
Disposal adjustment

Total Restatements 1 July 2019

1 July 2020 - Audited opening balance

Adjustments already accounted 201819

WIP & leased assets allocation for alignment purposes in AFS Disciosure
Adjustment for movements

Total Restatements 1 July 2018

Motor Vehicles

Reclassification for WIP assets conducted dor disciosure purposes. Depreciation
adjustments and adjustments were based on the changes above and reviews of the
population conducted.

1 July 2019 - Audited openang balances

Reclassification of Motor Vehicle (Leased) to Owned Vehicles

Depreciation adjustment for movable assets

Adjustment for Movement 2018/19

Depreciation adjustment

Disposal adjustment

1 July 2020 Opening Balance

Adjustments already accounted 20182019

WIP & Leased assets allocation for alignment purposes In AFS Disclosure
WIP & Leased assets allocation for alignment purposes in AFS
Adjustments for Movements 2019/20

Depreciation adjustments

1,857,505

995270
{(75412)
(65,509)

(385,300)
83

2,326,547

1,637,000
(74.051)
727,678

7,080
(86,108)
(45,500)

T 2,166,089

1333427
561,576
(65.617)

1,829,386

1,716,141
3402424
994 403

(220,404)
(105,335)

5,787,319

6,007,153
4,067,749
3375

(3.402.423)

(443,342)
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Total Restatements 1 July 2020

Motor Vehicles Leased

Reclassificaton for leased assets conducted for leased assets conducted for mapping and
disclosure purposes.

1 July 2018 - Audited opening balance

Reclassification of Motor Vehicles (Leased) to Owned Motor vehicie

Total Restatements 1 July

Computer Equipment

Computer Equipment newly identified are assets found on the floor and depreciated asset
duplicated upon verification conducted 2020/2021. Depreciation adjustments, impairments
& disposal adjustments were based on the changes above and reviews of the population
conducted.

1 July 2019 - Audited opening Balance

Movable assets derecognised

Newly identified taken into the register upon verification

Depreciaton adjustment

Adjustments for movements 2018/19

Additions adjustments

Depreciations adjustments

Disposal adjustment

1 July 2020 - Audited opening balances
Adjustments already accounted 20182019

Journats aiready accounted for as 17/18 adjustments
WIP &Leased assets allocation for alignment purposes
Adjustments for movements 201920

Depreciation adjustment

Impairment agjustment

1 July 2020 - Audited opening Balance
Adjustments already accounted for 2018/2018
Journats already accounted for as 17/18 adjustments

Adjustments for Movements 20122020

6,232,512

3402424
(3,402424)

1479524
584,566
(109,197)

(155.979)
325

1,799,238

197,044,123
(32,185.082)
(86.514,324)
(44,995)
3475454

Total Restatements 1 July 2020

81,775,176

Roads and Stormwater network

Reclassication for WIP assets conducted for disclosure purposes. Roads
and Stormwater newty ientified assets were found on floor and
derecognition of one road (not municipal road) and street kghting not part of
the road network upon verification conductad in 2020/2021.

Depreciation, transfers 1o PPE adjustments and impairment adjustments
were based on the changes and reviews of the population conducted.

1 July 2018 - Audited opening Balance

Reclassification of WIP 1o PPE alignment / mapping

782,063,318
27,855,613
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Roads fair valued - (361,384,189)
Newly identified assets takeninto the register upon verfication - 40,840 425
Derecognition of Street lights - (226,209)
Derecognition of road internal roads not Municipal roads - (1,087 458)
Depreciation adjustment for roads - 33,577,750
Adjustments for Movements in 20182019 - -
Additions adjustment - 14,868,504
Transfers adjustment - 73414
Depreciation adjustment - (4,969,224)
Impairment adgustment - {6,379)

- 531,605,655

1 July 2020 - Audited opening balance - 498,054,535
Adjustments already accounted for as 2018/19 adjustments - (250,457 663)
Journais already accounted foras 17/18 adjustments - 288,442,633
Wip & Leased assets allocation for alignment - (27,845613)
Adjustments for Movements 20182020 - -
Depreciation adjustment - (690,240)
Impairment adgustment - (3,768)
- 507,499,884

55.4 Intangible assets

Leased software was incorrectly capitalised to the asset register in the previous finandial years. The leased software was
therefore identfied and derecognised accordingly.

55.5 Investment property

Investment property was transferd from Property plant and equipment in 2019-2020 register, the transfer made in 2018-
2019 was reversed .a recalculation of depreciation was performed with the adjustments in 2018-2019 posted as prior year
error and 2018-2020 adjustment posted to the movements of the year in term of the definition in accordance with GRAP.

55.6 Herltage assets

Heritage Assets
Balance previously reparted - 5505911
Prioe year adqustments - (107,597)

- 5,398,314

Heritage Assets overstatement comecton.
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55.7 Payables from exchange transactions

Balance previously reported 57,869,667
Reclassifying adjustments (2,291.658)
Prior year adjustments (606.129)
Other 24,803.343
79,775,223

The municipatty reclassified a control account for over and unders on banking from payable from exchange transactions to
recelvables from exchange transactions, due to the account being a debit balance. Additionally, consumer deposits has
been reciassified from trade and other payables to be reported separately on the Statement of Financial Performance, 1o
improve presentation to the users.

The municipality has lost the court case through bargaining coundl in 2018 and resulted in the municipapality incurring
cosst. The incumbent had been awarded reinstatement and back pay in December 2018 .

55.8 Provisions
Balance previously reported - 43,468,583
Prior Year adjustments - 11,764,607

- 55,233,190

The provision is an adjustment refating to the correction of the financial year . the provision was recognised previously.
55.9 Consumer deposits

Balance previosly reported 2,342,557
Reclassification adpustment 2,291,563
4,634,120

Consumer deposits were previously dassified under payables from exchange transactions. In order to improve the
presentation of the financial statements and alignment to the National Treasury mSCOA reporting, consumer deposits has
been reciassfied to appear directly on the Statement of Financial Performance.

55.10 Employee benefit obligation

Balance previously reported 1,418,380
Reclassification adjustment 64,962
Other 116,658

1,600,000

The current and non-current portion of the employee benefit obligation was reclassified in accordance with the actuarial
valuation report.

55.11 Annuity loans

Balance previously reported 19,481.801
Reclassification adjustment (64,862)
19,416,839

The current and non-current portion of the empioyee banefit obligation was reclassified in accordance with the actuanal
valuation report.
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55.12 Accumulated surplus

Audited Opening Batance 1 July 2019

Carrection of errors effected in 20192020

Carrection of errors effected in 202002021 for 201972020
Restated Deficit

1,276,163.631
(159,228.721)
(14,068 .432)
(53,929,792)

1,048,936,686

The recognition of fair value of newly identified assets were accounted for against accumulated surplus, Including land
\dentified during the audit process. Adjustments were further made 1o cash and bank for the correction of interest received

In the prior year, as well as the adyustment 1o traffic fines.
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Statement of Financial Performance

Audited Prior year Reclassifying Restated
adjustments adjustments

Revenue
Revenue from exchange transactions
Senvice charges 82892 162 - 2,116,241 85,008,403
Sale of goods and rendering of services - - 2,908,692 2,908,692
Otherincome /Operational Revenue 3,403,861 - (3.101,860) 301,801
Senvice Charges- Penaities 1,902,299 - - 1,902,289
Rental of faciities and equipment 957,049 - 140,725 1.087.774
Agency services - (1,701,157) 1,701,157 -
Licences and permits 2,789,207 - 6,818 2,786,025
Commisssion Recaived 55,964 - (55,064) -
Actuarial gans 5,853,000 ~ = 5,853,000
Investment revenue 2649715 - - 2649715
Total revenue from exchange transactions 100,503,257 (1,701,157) 3,715,709 102,517,809
Revenue from non-exchange transactions
Taxation revenue
Property rates 204 894,736 - - 204,867,536
Property rates - penaities and Interest 8.095873 - - 8,095,873
Transfer revenue
Government grants & subsidies 105,558,556 - 18,613 105,577,169
Fines, Penaltes and Forfens 904,000 - 3.577 807,577
Surchanges and Taxes - - 41872 41872
Total revenue from non-exchange transactions 319,453,165 - 64,062 319,490,027

100.503,257 (1.701,157) 3,715,709 102,517,800

319.453,165 - 64,062 319,490,027
Total revenue 419,956,422 (1,701,157) 3,779,771 422,007,836
Expenditure
Employee related costs (118.903,224) (436,918) - (118,307,504)
Remuneration of counciliors (9.323,535) - - (9,323,535)
Depreciation and amortisation (80.505,792) (4,694, 174) (19,535,809) (56,275,800)
Impairment of cash and non-cash generating assets - (9.803,303) 19,535,809 (9.732,488)
Finance costs (2.014,813) 4,699,012 - (6,713,825)
Debt impairment (42.740,655) - - (42,740,655)
Lease rentals on operating jease - - {1,363,729) (1,363,729)
Collection Cost (1.721,408) - 1,721,408 -
Bulk purchases (111,520,559) - - (111,520,559)
Contracted services (36.814,035) - (50.564,237) (87.378,272)
Transfers and subsidies (360,000) - (125,500) (485,500)
Materials and Supplers - - (1,848,484) (1,848,484)
Operational expenditure (83.120,890) - 52,873,621 (30,247 ,269)
Total expenditure (487,024,911) (18,759,571) (3,106,373) (475,937.627)
Total revenue 419,956 422 (1.701,157) 377977 422 007,838
Total expenditure (487.024,911) (18.758,571) (3.106,373) (475,937,627)
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Operating surplus (deficit) (67,068,489) (20,460,728) 673,398 (53,929,791)
Surplus (deficit) before taxation (67.068,489) (20.460,728) 673,398 (53,920,791)
Taxation - - - ~

Surplus (deficit) for the year (67,068,489) (20,460,728) 673,398 (53,929,791)

55.13 Sales of goods

Balance previously reported 2,251,981
Reclassifying adjustments (2,251,981)

The municipaiity disclosed sale of goods and rendening of services separately In the prior financial year. In order to ensure
alignment to the mSCOA chart, sale of goods and rendering of servies were combined.

55.14 Operational revenue

Balance previously reported 3,403,861
Reclassifying adjustments (3,101,960)
301,901

The municipaiity disclosed sale of goods and rendenng of services separately In the prior financial year. In order to ensure
alignment to the mSCOA chart, sale of goods and rendering of services were combined. Operational revenue was
previously included in the rendering of services. Thes has been reclassified 1o operational revenue as this relates 1o Skills
Development levy refund, commissions and re-imburements.

55.15 Irregular Expenditure

Balance previously reported in 2019/2020 29,737.698
Adjustments 17,331,766

47,069,484
—_—

The Municipaity had understated the figure for Irregular Expenditure by R 17,331,786 in the 2018/2020 AFS, this has been
properly adjusted in the disclosure note 57 .

55.16 Licences and permits

Balance previously reported 2788207
Reclassifying adjustment 6.818
Total (2,796.025)

Commission received on agency services were reclassified from licences and permits to agency services.
55.17 Depreciation and amortisation

Heading

Balance previosly reported - 80,505,792
Prior year adustments - (4,694 174)
Reclassification adjustment - (19,535,809)

- 56,275,809

Depreciation adjustments relates to identification of newly identified assets and restatements due to review of useful ives.
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55.18 Impairment of non cash generating assets

Balance previously reported - -
Prior year adyustment - (2,540,717)
Reclassification adjustment - 18,535,809

- 16,995,092
The Municipatty realigned the disclosure of impairment loss from the below surplu/defict in line with Grap 1.
55.19 Contracted services
Balance previously reported (73,453,097)
Prior year adjustment 6,738,931
Other 2 {20,664,106)

(87,378,272)

Expenditure on INEP grant was recognised in the prior year, however the contract meets the definition of a principal agent
relationship, where the municipality s the agent. The amount was therefore derecognised and reallocated directly to the
liability in accordance with the accounting treatment for agent transactions In terms of GRAP 109

55.20 ‘'Grants and subsidies paid

Balance previosly reported -
Other 1 -
55.21 Write-off of assets

Write-off of assets
Prior Year Adjustments - (30,422,205)

The derecognition of assets was per the asset registers to movable assets, Land and Buildings, Landfi site, Electrical
Infrastructure, Roads and Storm water network and intangible assets.

55.22 General Expenses

Balance previously reported (52,598.527)

Reclassification adjustment -

Prior peniod adjustment (1.757)
22,353,015

(30,247 ,269)

Bank charges were incorrectly recognised in the prior financial year..
55.23 Loss on disposal of assets

Balance previosly reported -
55.24 Surplus on distribution of non-cash assets to owners

Balance previcsly reported -
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56. Risk management
Financial risk management

The municipatity's activities expose it to a variety of financial nsks: market risk (Inchuding currency risk, fair value interest
rate risk, cash flow interest rate risk and price nisk), credit nisk and liquidity nisk.

The municipatity’'s overall risk management program focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the municipality’s financial performance.

The municipality’s activities do not expose it to financsal risks of foreign currency and therefore has no formal policy to

hedge volatilibes in the interest rate market.

Liquidity risk

Prudent kquidity nsk management implies maintaining

sufficient cash and marketable securites, the avallability of funding

through an adequate amount of committed credit facilities and the ability 1o close out market positions. Due 1o the dynamic
nature of the underlying businesses, the municipality maintains Saxibility in funding by maintaining availability under

committed credit lines.

The municipaity’s risk to kquidity Is 3 result of the funds available to cover future commitments. The municipaiity manages
liquidity nsk through an ongoing review of future commitments and credit faciMties.

Cash fiow forecasts are prepared and adequate utised borrowing facilites are monitored.

The table below analyses the municipality’s financeal liabilities and net-settled denvatve financial kabdities into relevant
maturity groupings based on the remaining period at the statement of financial position to the contractual matunity date. The
amounts disclosed in the tabie are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting s not significant.

At 30 June 2021

Borowings - DBSA

Trade and other payables

Finance lease obligation

Provision for Landfill site rehabilitation
Leave accrual

Employee benefit obligation

At 30 June 2020

Trade and other payables

Finance lease obligation

Provision for Landfill site rehabilitation
Leave accrual

Employee benefit obligation

Less than 1

year
2,407,103
66,760,759
1.394 337

11,648,470
2,342,000

Less than 1
year
2,606,859
1,333,333
79473655
1.804,183

10,638,704
1,600,000

Between 1 and
2 years

1311977

32,030,000
Between 1 and
2 years
8,960,069
1,333333

2705514

26,163,000

Between 2 and
S years
7,585,208

63,503,138

Between 2 and
S years
3,487,770

57,143.320

Over 5 years
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56. Risk management (continued)
Credit risk

Credit risk consésts malinty of cash deposits, cash equivalents, derivative financial mstruments and trade debtors. The
municipaity only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-
party.

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

Financial assets exposed 1o credit nsk at year end were as follows:

Financial instrument 2021 2020

Recsivables from exchange transactions 13,584,865 23,057,342
Receivables from non-exchange transactions 37,008,101 74,339,331
Cah and cash equivalents 22 484 328 32,099,030

57. Going concern

We draw attention to the fact that at 30 June 2021, the municipality had an accumulated surplus (deficit) of R
1.000,585,603 and that the mundcipality’s total liabilites exceed its assets by R 1,000,585.603.

The annual financial statements have been prepared on the basis of accounting policies appiicable to a going concern. This
basis presumes that funds will be avallable to finance future operations and that the realisation of assets and settlement of
liabiMties, contingent obligations and commitments will occur in the ardinary course of business.

The ability of the municipality to continue as a going concem is dependent on a number of factors. The most significant of
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality and that the
sound financial management will remain in force for so long as it takes to maintain the solvency of the municipaity.

During the financial year ending 30 June 2021, the world continued to expenence a pandemic disease caed Covid-19 of
which the municipality had 1o comply with the disaster management preventive measures and procedures as addressed by
the President of the Republic of South Africa throughout the year.

When determining going concern, the wide-ranging effects of the virus and the restrictions imposed were taken into account
including the possible impact on service delivery, purchasing of goods and services required to enable service delivery. The
working capial cycle impact which may severely affect the entity's ability 1o settle its debts as they become due as well as
default on payments on loans and facilities has been further considered.

The revenue collection on fines, penalties, service charges, lcenses and permits are a few of the income streams which
were affected due to the pandemic. The pandemic has affected all customers of the municipality and there is uncertainty on
whether the customers will be able to settle thewr accounts on time. The effects of the pandemic were factored In the
calculations of provision for bad debts as required by GRAP 104, taking into account the impact on the collecton leveis of
outstanding dedtors for the year under review.

Management has further considered the impact, should the rate of Cowid-19 infections increase in the near future. In
respond 1o this, the government of South Africa has increased funding support in terms of grants and equitable share which
will be used by the municipality to overcome the negative impact of Covid-19 on the municipal operations. The additional
allocations will therefore assist the municipaity in maintaining cashflow levels to fund service delivery in future.

Management has further redirected funds to meet senice delivery requirements and implemented measures to control
expenditure to ensure that there is adequate funds to fund additional operations as the need anses.

Based on the above, the financial statements have been prepared on & going concem as sufficient measures are In place
to curb the impact of the pandemic.
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58. Events after the reporting date

During the month of July 2021, an unrest resulting in riots and looting of several businesses and properties within the
municipaiity’s junsdiction occured. This has resulted in major financial losses toaffected businesses and residents of the
area, which may result in the reduction of income received by the municipality In the future. The municipality is still in the
process of assessing the level of impact on these businesses and residents, and therefore an estimation cannot be
finalised at this stage.

The riots further resulted in damage to municipal Infrastructure and properties as follows:
.

59. Unauthorised expenditure

Opening batance as previously reported 182,602 407 58,073,097
Opening balance as restated 182,602,407 58,073,007
Add: Expenditure identified - current 86,057.073 124,529.310
Closing balance 268,659 480 182,602 407

The over expenditure Incurred by municipal departments during the year is attributable to the following categories:

Non-cash 74,023,004 100,001,435
Cash 12,034,069 15,527 875
86,057,073 124,529,310

Analysed as follows: non-cash

Employee refated cost (Actuarial Loss) 901,302 -
Depreciation and amortisation 28,759,876 67,001,280
Debt impairment 45,263,127 42,000,155
Assets impairment 2,236.458 -

77,160,764 109,001,435

Analysed as follows: cash

Bulk purchases - 3,333,330
Contracted services - 5467915
Property, plant and equipment - 6,726,631

- 15,527,876

60. Frultless and wasteful expenditure

Opening balance as previously reported 3,938,488 3,668,809
Fruitiess and wasteful 646,535 -
Opening balance as restated 4,585,023 3,668,899
Add: Expenditure dentified - cument - 269,589
Closing balance 4,585,023 3,938,488

262 |Page



uMngeni Local Municipality
(Registration number KZN 222)

Annual Financial Statements for the year ended 30 June 2021

Notes to the Annual Financial Statements

Flgures In Rand 2020

60. Fruitless and wasteful expenditure (continued)

Expenditure Identified in the current year include those listed below:

Description

Finance Costs Interest on late payment - electncity 1.372

Finance costs Interest on iate payment for telephones 261

Expenditure 4 Interest on water account 3,170

Expenditure 5 Spoiled material on site during construction due to nature (Miiiands Phase 5) 269,589
274,392

61. Irregular expenditure

Opening batance as previously reported
Opening balance as restated

Add: Irreguiar Expenditure - current
Add: Irreguiar Expenditure - prior period

Irregudar Prior year not condoned identified dunng sudit -

Closing balance

47,0594384 29,488,151
47,069,484 29,498,151
4,634,047 132,963

- 14,585,011

2,843,329

51,703,531 47,069,484
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61. Irregular expenditure {continued)

Incidents/cases ldentified in the current year Include those listed below:

Winning Supplier not selected 188,420 -

Dewviations not approved 167,170 -

Motivations for deviations were not reasonable 55,600 -

and justifiable

Motivations for deviations were not reasonable 175,000 -

and justifiable

Motivations for deviation were not reasonable 83,870 -

and justifiable

Non-compliance with Reguiation 32 3,963 087 -

Local Content threshold not advertised - 132903
4,634,047 132,993

62. Reconciliation between budget and statement of financlal performance

Reconcillaton of budget surplus/deficat with the surplus/deficit in the statement of financial performance:

Net deficit per the statemeant of financial performance (40,274 .154) (53,929,792)
63. Additlonal disclosure In terms of Municipal Finance Management Act

Contributions to organised local government

Current year subscription / fee 1,381,110 1,305,110
Amount paid - current year (1.381,110) (1,305,110)
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63. Additional disclosure in terms of Municipal Finance Management Act (continued)

Audit fees

Opening batance 2433974 1,889,002

Current year subscription / fee 2,315,160 2438974

Amount paid - current year (2,008.136) (2,438.974)

Amount paid - previous years (2,438,074) (1,889.002)
307.024 -

PAYE and UIF

Current year subscription / fee 18,228,040 17,351,557

Amount paud - current year (18,228.040) (17,351.557)

Pension and Medical Aid Deductions

Current year subscription / fee 18,074,022 18,150,760

Amount pad - current year (18,074,022) (18,159.760)

VAT

VAT receivable 5,123,640 2,450,776

All VAT retumns have been submitted by the due date throughout the year.
Councillors' arrear consumer accounts
There were no Counclllors that had arear accounts outstanding for more than 90 days at 30 June 2021:

Supply chaln management regulations

Incident

36 (1)(a)(1) in an emergency 2,482 837 12.611.744
36 (1) (a)(ii) available from a single provider only 1,112.301 153.979
36 (1)v) impractical or impossible to follow the official procyrement processes 781,079 -

4,376,217 12,765,723

64. Deviation from supply chain management regulations

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the
and Inchudes a note 1o the annual financial statements.

Incident

36 (1)a)(1) in an emergency 2482837 12,611,744
36 (1) (a)(ll) available from a singée provider only 1,112,301 153,979
36 (1)({v) mpractical or impossible to follow the official procyrement processes 781,078 -

4,376,217 12,765,723

65. Budget differences
Material differences between budget and actual amounts
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65. Budget differences (continued)

The excess of actual expenditure over the final budget of 10 %

60.1 Service Charges - The main reason for the vanance is the Electricity theft and lllegal connection .

60.2 Rental of Facilties and Equipment - There has been a demand for this item after the Cowid 19 restriction were eased.

60.3 Interest Received Trading - this Is due 10 the increase on the receivables from exchange transaction outstanding
debtors.

60.4 Licences and Permits - There was a high demand for these services under Level 3 Covid 19 Restnction after the
country was declared in a state of Disaster.

60.5 Other Revenue - this 1s the undercollection on the GIS Shared Services.

60.6 Interest on Investments - the Municipality spent all of its Conditional Grants but still have some funds invested upto
June 2021 hence there I8 interest that has been accumulated.

60.7 Property Rates Penalties - this is due to non-payment by ratepayers so the Municipality had no option but to impiement
what Is contained in the Municipal Rates Policy.

60.8 Licences and Permits {Non-exchange) - the undercollection is because the Municipality has been greatly affected by
the Covid 19 Cases.

60.9 Fines, Penalties and Forfelts -the Municipality procured toots of trade that has yielded a posite outcome.
60.10 Depreciation and Amortisation - this is a non-cash item

60.11 Finance Costs - the reason for the saving is becuse the Municipality early settled its Absa Loan at 30 June 2021,
Additional text

60.12 Rentats on Operating Lease - The Munscipality will reduce the budget for this item in the next financial year

60.13 Debt impairment - this s a result of increase in trade and other recievables

60.14 Contracted Senvices - the Municipality reclassified the IT Expenses Postage and Hire Charges to Contracted Services
60.15 Actuanal gains { losses - In the 201972020 financial year the Municipaity had a actuaral gain , in the 2020/2021 &t
budgeted for a gain but actually received a loss.

60.16 General Expenses - the vanance s as a result of the above-mentioned reclassiication 1o Contracted Services.
60.17 Property, plant and Equipment - the Municipality corrected prior penod errors on its PPE.

66. Segment Information

General Information

Identification of segments

In accordance with GRAP 18, Segment Reporting, 8 segment as an activity of the municipality that generates economic
benefits or service potential (including economic benefits or service potential redating to transactions between activities of
the same entity); whose results are regularly reviewed by management to make decisions about resources to be aliocated
to that activity and in assessing it's performance; and for which separate financlal mformation is avaiiable. The municipality
has Identified various activities within the munscipality that meets the definition of 2 segment.

information reported about these segments is used by management as a basis for evaluating the segments’ performances
and for making dedsions about the aliocation of resources. The disclosure of information about these segments Is also
considered appropriate for external reporting purposes.
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66. Segment information (continued)
Aggregated segments

The municipaity operates throughout the Umngeni junsdiction. Segments were aggregated on the basss of senaces
delivered as management considered that the economic characteristics of the segments throughout the municipality
Jurisdiction were sufficiently sim#ar to warrant aggregation..

Types of goods and/or services by segment

These reportable segments as wedl as the goods and/or services for each segment are set out below:

Reportable segment Goods andlor services

Segment 1 Community Facilites

Segment 2 Disaster Management

Segment 3 Economic Development, Planning and Tourism
Segment 4 Electricity

Segment 5 Public Safety

Segment 6 Refuse Removal, Street Cleaning and EPWP

Segment 7 Roads and Stormwater
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66. Segment information (continued)
Segment surplus or deficit, assets and liabilities

2021
Segment1- Segment2- Segment3- Segmentd4- SegmentS5- Segment6- Segment7 - Segment 8 Total
Community Disaster Economic Electncity Public Safety Refuse Roads and
Facilities Management Development, Removal, Stormwater
Ptanning and Street Cleaning
Tourism and EPWP
Revenue
Revenue from non-exchange transactions 4,285 443 3.045,000 26,673 17,440,400 3,805,122 9,069,160 35,482,887 - 73,344 635
Revenue from exchange transactions 241,332 - 2673973 83,432 608 2,179,559 7872258 - - 96,389,730
Total segment revenue 4,526,775 3,045,000 2,700,646 100,873,008 6,174 681 16,941,418 35,482,887 - 169,744 415
Revenue from non-exchange transactions 203,663,022
Revenue from exchange transactions 7,670,083
Total revenue reconclling items 301,333,105
Entity’s revenue 471,077,520
Expenditure
Bulk Purchases - - - (127,756.605) - - - - (127,756,605)
Contracted services {2,152.884) (1.567,431) (626,300) (17,847.380) (242,802) (7,843,936) (6.747.482) - {(37.128,015)
Employee Costs (15,257 .531) - (10,190,552) - (9.888,148) (12,303,673) (7.314.173) - (54,954,075)
Finance Costs - - - - - (4,857,183) (1,613.308) - (6,470,491)
Inventory consumed (222.471) (364,560) (4,398) - - (252,040) (81.584) - (925,053)
Operational cost (1.372.192) (483,822) (485,064) (9,924 455) (755,452) (3,403,930) (604.674) - (17,038,589)
Transfers and subsidies (212.050) - {380,000) (250,119) - - - - (823,069)
Impairment loss - - - {(10,432.893) (2.572,889) (2,788,924) - - (15,794,716)
Total segment expenditure (19,218,028) (2.415,813) (11,676,314) (166,311,452) (13,459,099) (31,449,686) (16,361,221) - (260,891,613)
Total segmental surplus/i{deficit) (91,147,200)
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66. Segment information (continued)
Contracted services
Depreciation and amortisation
Employee costs

Finance costs

Inventory consumed

Operating leases

Operational Cost
Remuneration of counciiors
Impairment loss

Total revenue reconciling dems

Entity’s surplus (deficit) for the period

Assets
Work in Progress

General Plant - Acquisitions
Other
Total segment assets

Total assets as per Statement of
financial Position

Information about geographical areas

The municipaity’s operations are with in Umgeni Distact in the Kwazulu Natal Province -

Segment 2 -
Disaster

Segment 1 -
Community
Facllities

Economic

Tourism

Segment 3 -

Management Development
Pianning and

Segment 4 -
Electricity

Segment 5-
Public Safety

Segment 6 -
Refuse
Removal,
Street Cleaning
and EPWP

Segment 7 -
Roads ana
Stormwater

Segment 8

Total

(34,674,411)
(65,854, 745)
(70,238,003)
(668,649)
(763,225)
(1,420,500)
(28,015,913)
(9,330,037)
(59,875,165)
301,333,105

(60,752,742)

24,561,660 -
1.879.453 -

913,928

1,509,000

9,784 274

2,207,005

35,259 862
1,509,000
1,879453
2,207,005

26,441,113 2

913,928

1,509,000

9,784,274

2,207,005

40,855,320

40,855,320
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66. Segment information (continued)
The municipality currently does not have revenue and assets allocated on a regional level and is still in the process of

Implementing systems to address this. The costs incurred to unbundle by regional level at this stage Is considered
excassive, and therefore has not been disciosed in the annual financial statements.
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