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CHAPTER ONE:

1.1. MAYOR’S FOREWORD AND EXECUTIVE SUMMARY

It is my privilege to present the Sekhukhune District Municipality’s Annual Report for
the 2021/22 financial year. This Annual Report is a result of the implementation of
the municipality’s Integrated Development Plan (IDP), Annual Budget and Service
Delivery and Budget Implementation Plan (SDBIP) as adopted by Council for the
financial year 2021/2022. It is an account of the municipality’'s achievements and

assists in identifying areas that need improvement.

Our Vision remains focused and committed to the:

“Sekhukhune District Municipality - a leader in integrated economic development and
sustainable service delivery”.

Our Mission is to improve the quality of life for all communities through:

» Provision of a democratic and accountable government

e Promotion of inclusive and egalitarian economic transformation

* Promotion of a safe and healthy environment

e Fostering of community involvement and stakeholder engagement
e Strengthening institutional capacity

¢ Promotion of social cohesion

This Annual Report sets out the financial performance highlights and financial
position for the 2021/2022 financial year, along with the achieved milestones of its
administration. As political leadership we aimed at all we could to work with an end in
mind as we activate the operation “TLEMA TEKI RE NWE MEETSI” to ensure:
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1. Provision of water and sanitation services in a sustainable manne:

N

Local economic development, growth and iub creation through agrarian
reform, mining, tourism, and repositioning of SiJA,

Good governance and sound financial management,

Sustainable land use management and spatial transformation,

Community development, social cohesion, and nation building, and

S

Public participation, stakeholder engagements and partnerships.

Key Service Delivery improvements

As we all witnessed, we first have to acknowledge that the past year has been a painful
one for many in our midst. Covid-19 inflicted too high a price on our communities; its
effect haunts us to this day. But it cannot weigh more than the hefty resilience of our
people.

It is for this reason that | would like to thank all those who kept their hands full at serving
this district. Against afl odds they showcased a possibility of a better and improved
service delivery to our people.

We launched our campaign dubbed “Operation tlema tekkie, renwe meetsi” which
is a call to all-including government officials and members of the community to work
together to realize the provision of clean drinkable water to our communities.

A Draft Turnaround Strategy for The Proposed Integrated and Aligned Delivery of
Water Services, was presented to the Mayoral Committee. The draft strategy will
soon be presented to Council, and we are confident that if properly implemented, it
will change our trajectory.

An audit of all bulk Water Schemes and projects and list of delayed projects has
been done. Turnaround strategy on how to unlock De Hoop Water Scheme has been
presented in the Mayoral Committee.

We will soon handover the Mooi-hook project 4G2, this will be done once all the
planned inspection on the final project has been completed. We will continue
addressing sewage spillage in Leeuwfontein. Motetema and Praktiseer.

Sound financial management practices are the cornerstone of every municipality that
wants to remain sustainable and continually provide services. A municipality that has

weak financial management is open to corruption and the misdirection of financial
resources.

The filing of senior managers vacancies of Director Infrastructure and Water
Services,Director Corporate Services and Chief Financial Officer among others is
concluded.

15
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To ¢ sacitate administration, we have a newly designed organisational struciure in
which we have identified critical positions that are vacant. ‘ritical and funded! posts
will be filled to manage and stabilise personnel costs and | :ep them to the 37% limit
of total operating expenditure.

We have managed to reduce expenditure on non-priority spending including
uncontrolled overtime, travelling costs, security, and fleet management.

For this municipality to remain sustainable and increase the scope of service
delivery, it must reduce over-reliance on government subsidies and grants. We
should be able to generate our own revenue.

Our govemnance challenges in the district municipality are a matter of public
knowledge. We are working towards resolving all the issues that were raised by the

Auditor-General, leading to us attaining a Qualified Audit opinion for the past
financial year.

Our resolve to rooting out maladministration, corruption and attaining good
governance remains fully intact. We instituted a Forensic Investigation into the
affairs of our district municipality. Focal areas of this forensic investigation are:

1. Infrastructure and service delivery,
2. Governance and organisational capacity, and
3. Municipal finances.

We have also put in measures to root out corruption, maladministration, and
nepotism. Anti-fraud and Corruption initiatives put in place.

The review of a credible and implementable revenue enhancement strategy is now
underway and will be implemented in the next financial year. Our debt book by the
end of April was at R335.3million which is the money owed to us. This strategy will
empower us to recover these millions of rands that households, businesses, and
government departments currently owing us. We want to achieve this proactively and
timeously, to avoid a costly accumulation.

We clamped up Law Enforcement of section 56 notices for businesses. All
Environmental Health Practitioners have been trained as peace officers in terms of
section 56 of the criminal procedures Act. Section 56 fine notice book is in place, so
business that does not comply with our regulations will be closed or fined.

Our Environmental Health Practitioners will continue to monitor all spaza shops to

make sure that the goods being sold to our communities have not passed their sell
by date.

We have developed Draft Terms of Reference for a Mining Multi-Stakeholders
engagement forum; the mines operating in Sekhukhune are the mainstay of not only
our district, but of the country’s economy.
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Vi» have wiso reaciivated the Fetakgomo - Tubatse SIEZ (Special Economic Zone)
p:itical steering committee which will enhance a growth engine that has been
e.rmarked to catalyse economic activities in pursuance of government's strategic
objectives of industrialization, regional development, and employiment creation.

Our flagship Learner Contractor development programme has been fast tracked. We
held meeting with all leaner contractors, ironed out some administration challenges
and we happy to report that learner contractors on VIP toilets are on site.

Wa continued to acknowledge the mammoth task at hand of ensuring that
guvernment is reasonable to its citizens by striving to provide to our people with
various service, including water and sanitation infrastructure, electricity, and roads
etc. This conviction to serve must be based on the obligation to fulfil human rights.

We operated under difficult macro — economic challenges which have constantly
affected government's ability to allocate sufficient funding for social projects. In the
main, this negative impact is felt by the poor.

The situation is worsened by a combination of factors, including that our revenue
collection base is generally small, because a lot of people in our district are battling
to make ends meet. We are also still reeling from the devastating effects of the
COVID-19 pandemic on many fronts. Some of the businesses that went under,
during the hard lockdown, have not been able to re-open.

Unemployment remains another headache for our country. A growing unemplioyment
rate eats into tax revenue. This hampers government's ability to broaden the scope
of services to communities.

In pursuit of meeting their constitutional obligations to developing local economies
and job creation, our municipalities will focus on prioritizing the local economic
development mandates, service delivery and most of all, we must never forget
maintenance of the infrastructure and systems we have succeeded to build. Tlema
Teki Re Nwe Meetse, we are soldiering on as Sekhukhune District municipality.

On behalf of the Sekhukhune District Municipality Council, | hereby present this
Annual Report for the financial year 2021/2022

/
M

Cllr Maleke J%annah Mokganyetji

Executive Mayor
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1.2.  EXEC! 1'IVE SUGMMARY: MUNICIPAL MANAGER'S OVERYIEW

Sekhukhune District Municipality (SDM) herein presents Annual Report for
2021/2022 financial year. The Annual Report is a statutory requirement for all

municipalities in South Africa, primarily to report on performance during the year
under review.

1.3. STRUCTURE OF THE ANNUAL REPORT OF SEKHUKHUNE DISTRICT
MUNICIPALITY

Guided by Municipal Finance Management Act (MFMA) Circular 63 of 2012,
contents of this Annual Report are set out as below:

Chapter 1: Introduction

Chapter 2: Governance.

Chapter 3: Service Delivery Performance.

Chapter 4: Organisational Development Performance.
Chapter 5: Financial Performance.

Chapter 6: Auditor General's Findings.

Appendices; and

Volume II: Annual Financial Statements (AFS)

However, this introductory chapter begins by presenting the legislative background,
powers and functions of SDM, overviews on demographic, service delivery and
financial health, and a summary of the Annual Report process.

14. LEGISLATIVE FRAMEWORK FOR ANNUAL REPORTING

Requirement for a Municipal Annual Report

Section 46 (2) of the Local Government: Municipal Systems Act (MSA} 56 of 2000
recognizes that a municipality shall have an Annual Report as a component of
performance management, which shall consist of annual performance report.

Section 121 of the Local Government: Municipal Finance Management Act (MFMA)
56 of 2003 requires that every municipality must prepare an Annual Report for each
financial year. This section outlines the purposes of Annual Report, which are:
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e To provide a record of activities of the municipality or its entity for ihat

particular year

e To provide a report on performance against the budget of the municipality or
entity for that year

» To promote accountability to the local community

The above section also specifies the contents of Annual Report in detail, which
include annual financial statements, auditor general's audit report, annual
performance report, and other issues.

Submission and tabling of Annual Report.

Section 127(2) of Local Government: Municipal Finance Management Act (MFMA)
56 of 2003 provides details on the requirements of submission and tabling of Annual
Reports. The section requires that within 7 months after a financial year the mayor of
a municipality must submit an Annual Report of that particular year to Council. In
addition to this requirement, Circular 11 of MFMA states that Annuali Report must be
tabled on 31 January and considered by Council on 31 March of the following
financial year.

However, MFMA Circutar 63 of 2012 requires that the draft Annual Report must be
prepared and submitted to internal auditing, combined audit/performance committee,
Auditor General, and Council of the municipality whereas Council submits the
unaudited Annual Report to MPAC. The latest MFMA circular of 2012 (No.63)
provides the latest guidelines that should be followed.

Section 127 also says the Accounting Officer of the municipality must make public
the Annual Report according to section 21A of the Municipal Systems Act and invite
the local community to contribute towards the Annual Report. Finally, Section 127 of
MFMA requires the Accounting Officer to submit the Annual Report to the Auditor
General, Provincial Treasury and the Provincial Department of local government
{Coghsta).

Preparation of Annual Report

There are two MFMA circuiars which were made to guide preparation of Annual
Reports of municipalities and their entities: Circular 11 of 2005 and Circular 63 of

i9
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2012. The two circul 5 are £.pposed to be read concurrently (in conjunction with
each other).

MFMA Circular No.11 (2005) was made to provide guidance on preparation of
Annual Report. The circular re-emphasise the requirements of Annual Report stated
in the MFMA and the MSA, and supplements two documents which were produced

earlier in the same year of 2003, namely the National Trcasury “Budget Circular 2”
and Annual Report Guidelines.

However, the circular goes further to describe the timelines required to produce the
Annual Report, and accordingly states that the Annual Report must be tabled on 31
January and considered. by Council on 31 March of the foliowing financial year. At

the same time the Council is required to adopt an oversight report over the Annual
Report.

Circular 11 also prescribed the format which an Annual Report must have, namely:
Chapter 1: Introduction and Overview

Chapter 2: Performance Highlights

Chapter 3: Human Resource and other Organisational Management

Chapter 4: Audited Statements and Related Financial Information

Chapter 5: Functional Area Service Delivery Reporting

Also mentioned in the same circular 11 are the requirements on Annual Report
according to Division of Revenue Act (DORA), which requires inclusion of certain
issues in the Annual Report, including:

» How the municipality met the requirements of the use of conditional grants

» Use of donor funding.
+ Information on long-term contracts

MFMA Circular No.63 of 2012 builds on Circular 11, and its main aim is to provide
guidance to municipalities and municipal entities on new Annual Report Format and
its contents. This particular circular state that over and above the purposes of Annual
Report stated above, also aims to reduce the additional reporting reguirements that

20
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will otherwise arise fron: Goveriment Departments, monitoring agencies and

financial institutions. The pecific goals of the new Annual Report format are the
following:

» Standardise reporting to enable municipalities / municipal entities to submit
comparable Annual Reports.

 Align financial and non-financial reporting in the Annual Report.

+ Create a standardisad reporting structure that will enhance comprehensive

oversight, meaningful evaluation and improved understanding of service
delivery output;

» Ensure the standardisation of terminology used in Annual Reports; and
» Support the internal and external audit process.

Circular 63 of 2012 requests that the format of the Annual Report for municipalities
and municipal entities be set out as below:

Chapter 1: Mayor's Foreword and Executive Summary;
Chapter 2: Governance;

Chapter 3: Service Delivery Performance:

Chapter 4: Organisational Development Performance.
Chapter 5: Financial Performance;

Chapter 6: Auditor General's Findings;

Appendices; and

Volume II: AFS

The format as prescribed by the latest MFMA circular (No.63) was used for

preparation of the Annual Report for Sekhukhune District Municipality for 2021/2022
financial year.

Circular No. 104 of the Municipal Finance Management Act 56 of 2003 outlines the

extension to timelines for the submission of the annual financial statements, Annual

21
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Reports, audiis, and related me ‘2rs. Tt . Annual Report will be tabled to Council by
the 31%t°f Mar.h 2022.

1.5. MUNICIPAL POWERS /ND FUNCTIONS

The powers and functions of Sekhukhune District Municipality are determined in
terms of the Constitution of the Republic of South Africa, 1996 (Act 108 of 1996)
Schedule 4 Part B as follows:

= Fire ﬁghtihg

» Local Tourism

* Municipal Airports except for Ephraim Mogale and Elias Motsoaledi
* Municipal Planning

= Municipal Health Services
= Municipal Public Transport
» Markets

»  Municipal Abattoirs

* Regional Land Fill Sites

= Water

»  Sanitation

1.6. DEMOGRAPHIC OVERVIEW

Population

Statistics South Africa indicated during the 2016 Community Survey that the total
population of Sekhukhune district is 1 169 762. In Census 2011, the population of
Sekhukhune District Municipality stood at 1076 830 persons. The SDM total
population increased by 8, 6% over the past five years. The youth population, which
consists of mostly unemployed persons, increased by 30% over the same five years.
The table below displays the official numbers:
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Source: Census (2011), Community Survey 1 6‘

However, Statistics South Africa indicated during the 2011 census figures that the
annual population growth rate in the district was at 1% per annum. Based on that
statement, it can be seen that the population growth rate was projected to be slower
as the district population was to reach 1, 130, and 670 in 2018. However, this

projected number has been exceeded in 2016 community survey as demonstrated in
the above table.

Stats SA — Recent data available as per Source: Mid-year Population Estimates
2021: District Projections 2022 — 2026

Population for Sekhukhune District in 2022 = 1225 866

Households

Households in the district have also increased from a total of 263 802 in 2011 to
290 489 in 2016 according to the Community Survey of 2016. This is an increase of
10% over the last five years. It can thus be inferred that households have a possible
average increase of 2% per annum. The table below presents the official numbers
provided by Statistics South Africa through its normal studies:

23
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23%

Elias Motsoaledi 60 251
Ephrameog 322847 - 12%
Sekhukhune 263 802 - 290 489 | 100%

Source: Census (2011), Community Survey (201 6)

The average growth rate of Sekhukhune population and households per annum (1,
7% and 2% respectively) imply that there will be a continual increase in demand for
services in future, particularly water, sanitation, and electricity. Future resource
allocation for these services by the SDM need to increase accordingly, which must
be considered through its planning processes.

Stats SA — latest available data
Number of households for Sekhukhune District in 2022 = 313 509

Source: Mid-year Population Estimates 2021: Household Estimates 2002 —
2032

SERVICE DELIVERY OVERVIEW

Sekhukhune District Municipality (SDM) is a Water Services Authority (WSA) and
Water Services Provider (WSP) in accordance with its powers and functions in terms
of in terms of Water Services Act, Act 108 of 1997.

The Department of Infrastructure and Water Services is responsible for delivery of
water and sanitation services in the entire SDM area. The municipality planned to
review its Water Services Development Plan (WSDP) and Water & Sanitation Master
Plan (WSMP) in the financial year (2022/2023). Both WSDP and WSMP are used as
the guiding tool to ensure effective and efficient implementation of various water

schemes and provide a blueprint of providing water sustainably in the district.

The Municipality is currently providing full water and sanitation services in the main
towns such as Burgersfort (12 815 people), Marble Hall (4 025 people), Groblersdal
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(6 312 people), Steelpoort (2 374 people) ar ¢ Ohrigrad (1 520 people). These

areas have access to other high-level services <.ch as refuse removal and roads.

The most villages in the vast rural areas are being provided with ground water as
alternative sources and water tankers where necessary. Most of the rural villages in
the Flag Boshielo Water Scheme are receiving water services in a much more
im|rroved way than most rural other villages.

Under the Municipal Infrastructure Grant (MIG), we have managed to implement
twelve (12) infrastructure projects and five (5) VIP sanitation projects.

The Water Services Infrastructure Grant (WSIG) enabled us to implement eight (08)
water projects as we intervened in areas that required urgent attention.

Based on the Regional Bulk Infrastructure Grant (RBIG), twelve (12) bulk water
projects were implem'ented.

The SDM is currently implementing a massive sanitation programme and providing
Ventilated improved Pit latrines (VIP's) to various households. From 2015/2016 to
2020/2021, financial year's 36 449 VIP Sanitation units were built across the district
as part of providing communities with sanitation. In 2020/2021 4 936 VIP units were
provided which add up to 41 385 VIP units provided to date. For 2021/2022 6 358
units were provided for which add up to 47 743 VIP units provided.

1.7.  FINANCIAL HEALTH OVERVIEW

Sekhukhune District Municipality has a number of assets in the form of water and
sanitation infrastructure (immovable assets) as well as those assets that are
movable (office furniture and vehicles). In the 2021/2022 financial year the municipal
assets reported at R5 228 943 058 as compared to R4 840 560 250 in 2020/2021
financial year.

There was overall increase in the SDM assets as the most WIP project were
completed in 2021/2022 financial year.

Furthermore, the total liabilities for the 2021/2022 financial year was reported at
R638 385 896 as compared to R562 318 040 in the 2020/2021 financial year.

The net asset position of the municipality stands at R4 559 381166 in 2021/2022
compared to R4 251 947 789 in the 2020/2021 financial year.
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Revenue

The total revenue realised by the SDM for the fir: incial year 2021/2022 stood at
R137 187 794as compared to total revenue of R194 026 654 in the 2020/21 financial

year. Revenue from exchange items is summarised as follows:

+ {2rvice charges which is sale of water and sewer services stood at R94 213
108 for 2021/2022 financial year as compared to R85 340 370 in the
2020/2021 financial year.

» Interest received - debtors reported at 16 324 673 in 2021/2022 as
compared to R12 936 559 in 2020/2021 financial year.

Whilst the total revenue from exchange items reported at R137 187 794 for
2021/2022 as compared to R194 026 654 in 2020/2021 financial year.

Total revenue from non-exchange items stood at R1 349 462 421 for 2021/2022
compared to R1 537 605 710 in 2020/2021 financial year.

The greater part of the revenue from non-exchange items is the government
subsidies and grants which clearly indicate that we are a grant dependent
municipality.

Expenditure

The total expenditure for the municipality in 2021/2022 was R1 179 216 837 in
contrast to R1 155 970 690 that was spent in 2020/2021 financial year. Personnel
costs remain the largest item of expenditure in the 2021/2022 financial year to the

payment of salaries and allowances for staff members in the district.

General expenses is the second biggest expenditure item at R212 882 344 at 18%

compared to R196 273 759 for the 2020/2021 financial year. The top five general
expense items relate to auditors’ remuneration, fuel and lubricants, security

(guarding of municipal property), electricity, laboratories, and chemicals and well as
consulting professional services.

Bulk purchases become the third largest area in the expenditure items at
R167 797 563 at 14% compared to R162 186 318 in the 2020/2021 financial year.

Depreciation and amortisation become the fourth largest expenditure at
R116 366 974 at 10% as compared to R107 361 146 in the previous financial year.
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Contracted services is the fifth largest area of exper: iiture ai R91 994 045 at 8%
compared to R76 969 790 in 2020/2021 financial year.

Lease rentals on operating lease becomes the sixth largest expenditure at R59 923
819 at 5% as compared to the previous year 2020/2021 at R63 123 780. Repairs
and maintenance become the seventh largest expenditure at R49 861 345 at 4% as

compared to R41887543 in the previous financial year. The municipality

infrastructure has worn-out causing repairs and maintenance budget to increase.

1.9 STATUTORY ANNUAL REPORT PROCESS

Perfom'lance data

No. | Activity Timeframe-
'Consrderatton of next financial year’s Budget and IDP process plan.
Except for the legistatrve content, the process plan should confirm
1 in-year reportmg formats to ensure that reporting and monitoring
feeds seamlessly into the Annual Report process at the end of the
BudgetIlDP |mplementatron penod :
. July
5 Imp]ementatlon and monitormg of approved Budget and IDP y
, commences (In-year ﬁnancral reportlng) :
3 Finallse 4“‘ quarter Repo:t for prevrous financial year j-
4 - 'Submlt draft Annual Performance Report to lnternal Audlt
5 Munrcrpal enhtres submlt draft annuai performance reports to MM
5 Audrtherformance commlttee consrders draft Annua! Performance
| Report of munlcrpahty and entrtles (where refevant)
8 Mayor tables the unaudited Annual Performance Report i}
_ Munrcrpalrty submrts draft Annual Performance Report mcluding August
9. | consolidated annual ﬁnancrat statements and performance report to
Auditor General. :
10 Annual Performan’ce Report as submitted to Auditor General to be
p’rOvided as input to the IDP Analysis Phase
Auditor General assesses draft Annual Performance Report o
September
11 | including consolidated Annual Financial Statements and - October
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Mumcmallties receive and start to address the Audltc Gener:i's ~ovember |
12 | comments -
December
13 Mayor tables Annual Repoft and audited Financial Statements to Janua
Council complete w1th the Auditor- General s Report ' v
14 | Annhual Report is made pubhc and representatlon is invated February
15 | Oversight Committee assesses Annual Report March
16 Council adopts Ove’rs'ight report
17 OverSIght report is made public March -
; _ April
18 OverSIth report Is: submltted to reievant provmmal councils *
- | Commencement of draft Budget/ IDP ﬁnahsation for next financial
19 January

year. Annual Report and OverS|ght Reports to be used as lnput
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CHAPTER TWO: GOVERNANCE

2.1. INTRODUCTION TO GOVERNANCE

Section 2 of the Local Government Municipal Systems Act, 2000 (Act 32 of 2000)
defines a municipality as follows.

“a municipality is-

an organ of state within the local sphere of government exercising legislative and
executive authority within an area determined in terms of the Local Government
Municipal Demarcation Act, 1998.

Consists of —
The political structures and administration of the municipality; and
The community of the municipality”

Section 152 of the Constitution of the Republic of South Africa provides for the
following as objectives of local government;

Section 152 (1) the objectives of local government are;
» To provide democratic and accountable government for local communities
+ To ensure the provision of services to communities in a sustainable manner
» To promote social and economic development
+ To promote a safe and healthy environment and;

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

COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE

In terms of the Municipal Structures Act, the Council of the Municipality is the highest
decision-making body. The council appoints Accounting Officer who runs the day-to-
day operations of the municipality on behalf of the Council.
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2.2, INTRODUCTION TO PO!ITICAL GOVER! iNCE

In our resolve to enhance good governance :nd accountability, the Municipality
adopted separation of powers model, marking a new dispensation in the history of
Sekhukhune, which sees the legislative arm of council being separated from the
executive arm. This is in line with the governance approach that seeks to put in place
an independent oversight mechanism to ensure that democracy is deepened, and
that effective public service delivery takes place to benefit the communities of
Sekhukhune.

2.3. POLITICAL GOVERNANCE
2.3.1. INTRODUCTION TO POLITICAL GOVERNANCE

The district municipality is a category B municipality with an executive system of
mayoral committee. The municipality has 20 councillors which are proportional
representative councillors.

2.3.2. POLITICAL STRUCTURES
2.3.2.1. The Executive Mayor: Clir. Johanna Maleke Mokganyetsi

Duties of the Executive Mayor as per section 56 of the Municipal Structures
Act No 117 of 1998.

 ldentify the needs of the municipality
» Review and evaluate those need in order of priority

» Recommend to the municipal Council strategies, programmes, and services
to address priority needs through the integrated development plan, and the
estimates of revenue and expenditure, taking into account any applicable
national and provincial development plans and,

» Recommend or determine the best way, including partnership and

approaches, to deliver those strategies, programmes, and services to the
maximum benefit of the community

o Evaluate progress against the key performance indicators

* Review the performance of the municipality in order to improve
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v The economy, efficiency. and effectivenes of the riunicipality
° The efficiency of credit control and revenu. and debt collection services and
e The implementation of the municipality's by-laws

e Monitor the management of the municipality’s administration in accordance
with the directions of the municipal council

* Oversee the provision of services to the coramunities in sustainable manner

¢ Perform such duties and exercise such powers as the council may delegate to
the executive mayor in terms of section 59 of Local Government: Municipal
Systems Act, 2000(Act 32 of 2000)

° Annually report on the involvement of communities and community
organisations in the affairs of the municipality; and

* Ensure that regard is given to public views and report on the effect of
consultation on the decisions of council

2.3.2.2. The Speaker: Clir. Kgwediebotse David Chego

Duties of the Speaker as per section 56 of the Municipal Structures Act No 117
of 1998,

Presides at meetings of the council

s Performs the duties and exercises the powers delegated to the speaker in
terms of section 59 of Local Government: Municipal Systems Act,
2000(Act 32 of 2000)

* Must ensure that council Mmeets at ieast quarterly.
* Must maintain order during meetings.

* Must ensure compliance in the council and council committees with the
code of Conduct set out in Schedule 1 to the Local Government: Municipal
Systems Act, 2000(Act 32 of 2000)
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¢ Must ensure that council meatings are condu:ted in zccordance with the

rules and orders of the coun.il.
2.3.2.3. The Chief Whip ClIr. Maudu Johannes Phokane

Duties of the Chief Whip

* Informs councillors of Council and Mayoral Committee of meetings called
by the Speaker and Executive Mayor respectively

« Ensures that the meetings of the Council and committees quorate

» Inform councillors of the Council and Mayoral Committee of the important
items on the relevant agenda

* Advise the Speaker on the amount of time allocated to speakers and the
order of such the speaker's in addressing Council

» Ensures that councillors’ motions are prepared and timeously tabled in
council in terms of Rules of Order

* Advises the Speaker and the Mayor on how to deal with important items
not disposed of at a Council meeting pending its resolution

» Advises the Speaker and the Executive Mayor of agenda of Council

» Advises the Speaker and the Executive Mayor of urgent motions in writing
prior the commencement of the meeting

» Assists the Speaker with counting of votes, and
e Prepare for special debates on the state of the municipality

2.3.2.4. The Mayoral Committee

The Executive Mayor is the political head of the Institution and is assisted by Mayoral
Committee. The Executive accounts to Council on a regular basis on the work of the
municipality.

1. MEMBERS OF THE MAYORAL COMMITTEE (From 01 July 2021 to 01 November
2021)
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NO. | SURNAME AND INITIALS

DESIGNATIC !

1. Clir. Ramaila K.S.

Executive May't')'r

2. Cilr. Nkosi M.S.

Member of the Mayoral Committee (MMC): |

Budget & Treasury

3. Cllr. Mahlangu M.F.

1t Member of the Mayoral Committee
(MMC): Infrastructure & water Services

4. Cilr. Mang—aneng L.M.

2™ Member of the Mayoral Committee
(MMC): Infrastructure & Water Services

5. Clir. Matlala M.A.

Member of the Mayoral Committee (MMC):
Corporate Services

6. Clir. Mafefe O.H.

Member of the Mayoral Committee (MMC):
Planning & Economic Development

7. Cllr. Mmakola MY

Member of the Mayoral Committee (MMC):
Community Services

8. Cilr. Mnisi SP

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes)

9 Clir. Phaladi C

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes)

The Table below illustrates the Members of the Mayoral Committee as at 02 November

2021 to 30 June 2022

NO. | SURNAME AND INITIALS

DESIGNATION

1. Cllr. Ramaila K.S.

Executive Mayor (02 November 2021 to 08
February 2022)

Clir. Ramaila K.S.

Member of the Mayoral Committee (MMC)
Community Services (09 February 2022 to
30 June 2022)

2. Clir. Mathebe JL.

Speaker ((02 November to 08 February
2022)

Clir. Mathebe JL.

Executive Mayor (09 February 2022 to 30
June 2022)

3 Clir. Mokganyetji M._J

Member of the Mayoral Committee (MMC):
Planning & Economic Development (02
November 2021 to 08 February 2022)
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Mdkganyetji M.J

Member of the Mayoral Comrsiitee (MMC): |
Mudget & Treasury (09 February 2022 to
-0 dune 2022)

Cllr.

Kupa C.R

Liember of the Mayoral Committee (MMC): |
Community Services (02 November 2021
to 08 February 2022)

Cllr.

Kupa C.R

1% Member of the Mayoral Committee
{MMC): Infrastructure & Water Services (09
February 2022 to 30 June 2022)

Cllr.

Mohlala MJ

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes) (02 November 2021 to 08
February 2022)

Cllr.

Mohlala MJ

24 Member of the Mayoral Committee
{MMC): Infrastructure & Water Services (09
February 2022 to 30 June 2022)

Clir.

Malatji MN

3rd Member of the Mayoral Committes
(MMC): Infrastructure & Water Services (02
November 2021 to 30 June 2022)

Clir,

Ratau MF

Member of the Mayoral Committee (MMC);
Budget & Treasury (02 November 2021 to
08 February 2022)

Cllr.

Ratau MF

Member of the Mayoral Committee (MMC):

Corporate Services (09 February to 30 June
2022)

Cllr.

Leshaba MB

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes) (02 November 2021 to 08
February 2022)

Cllr.

Leshaba MB

Member of the Mayoral Committee (MMC):
Planning & Economic Development (09
February 2022 to 30 June 2022)

Cllr.

Sefala KRE

1% Member of the Mayoral Committee
(MMCY): Infrastructure & Water Services (02
November 2021 to 08 February 2022)

Clir.

Sefala KRE

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes) (09 February 2022 to 30
June 2022)
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9 Clir. Mafefe OH

Member of the Mayoral Coinmittee - AMC); |
Corporate Services: (02 November 2021 to
08 February 2022)

Clir. Mafefe OH

Member of the Mayoral Committee (MMC):
Office of the Executive Mayor (Special
Programmes) (02 November 2021 to 30

June 2022)
2.3.2.5. Directly Elected Councillors
DIRECTLY ELECTED COUNCILLORS
Councii Members Fu_II-.Timef | Position held Party Represented
' . Pa_rt-Timé
_ (FT/PT)
CLLR. Julia Lata FT Executive Mayor | ANC
Mathebe ~ | o
CLLR. Maudu FT_ Chief Whip ANC
Johannes Phokane o
CLLR. Kgwediebotse | FT Speaker “TANC
David ' o
Chego N |
CLLR LeshabaMB | P.T MMC TANC
CLLR. Moganyetji MJ | P.T N/A 'ANC
CLLRKupaCR ~ [F.T MMC ANC
CLLR. MohialaMJ | P. T MMC ANC
CLIR. MalaGiMN | P.T MMC ANC
CLLR RatuMF  |P.T MMC ANC
CLLR. SefalaKRE  |P.T MMC | ANC

CLLR. Mabatane MC | F. T

MPAC Chairperson | ANC

CLIR MafefeOH | P.T MMC ANC
CLLR. RamailaKS |F.T MMC ~[ANC
CLLR. KgwediJL  |P.T

N/A SADA
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76?!&"'Q:?E(_E_L§T_E366Tjﬁéil:l'_oili§" T T e
Council Members | Fuil Time/ | Position heid | Party Represen ~d
Part _Time ’
(FTIPT) |
|CLLR. MogotsiFM [P T~ ] N/A %’_W
ﬁﬁmmp‘ﬁ?"“‘m‘“‘ DA ]
|CLLR. Matsetela ML [P.T CINATTTT T T T ERE T
CLLR Komane LM |P.T N/A CTERF T T
m P T NAT T T T T ERF T T
CLLRMosotno MT [T~ — A T e
| | ]

2.3.2.6. Traditional Leaders in Council

The district has 75 traditional ieaders. In 2021/2022 financial year, there were no
traditional leaders in council

2.3.2.7. Political Decision Making

The district municipality has adopted a separation of powers model wherein Council
is vested with the legislative authority and plays an oversight role on the Executive.
The Executive on the other hand led by the Executive Mayor is responsible for
execution and accounts to Council on the implementation of council decisions.

2.3.3. SECTION - 79 STANDING COMMITTEES OF COUNCIL

Section 79 committees

Council established section 79 committees to play oversight role and monitor the
work of the executive and administration. The established committees are aligned to

administrative departments of the municipality and are chaired by non-executive
councillors,
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BUD: §:T Ad JTREASURY (BTO) _
MEL.SERS

,ommamw SERVICES (CMS)

MEMBERS :

Cllr. Mosoane E. M (chalrperson)

Clir. Nkosi SB (chairperson)

]

Clir. Magatla N.L

ClirMalau TS

Clir.Ngwatle A.D

Cllr.L.eokana MD

Clir.Makutu T.S

Clir.Kgwedi JL

Clir Mokgotho K.

Cllr.Mathipa MP

Clir. Thobejane L.M

Clir. Magatla LN

Clir.Komane L.M

Clir.mabelane JM

Clir Mosotho M.T

ClIr. Tshivhula MP

Cllr. Tshivhula M.P

Clir. Maibelo LS

MMC Mokganyetji M.J

MMC Ramaila KS

RATE SERVICES (CPS)
MEMBERS

--SERVICE__ (IWS) MEMBERS

;?INFRAS RUCTURE AND WATER .

Cir. Thokwane T Z (Chalrperson) ANC

Cllr. Mashilo MS (chalrperson)

Clir.Leokana M.D

Clir.Leokana MD

Clir. Makofane T.

Clir. Magabe MS

Clir Makutu T.

Clir. Makofane T

Clir Magatla N.L

Clir.Mathipa MP

Clir. Makobe P.A

Clir. Malau TS

Clir. Tshivhula M.P

Cllir.Matsetela ML

Clir.Maelane KM

Clir.Senong MR

Clir. Maelane K.M

Clir.Makofane IT -

Clir Mashegoana M.C

MMC Kupa CR

MMC Ratau M.F

Deputy MMC Mohlala MJ

Deputy MMC Malatji MN
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 ClIr. Tle.pe M.M (Chairperson)

Y]

Clir.Mogotji F.M

' ClirMalau T.S o o

Cilr.Mathipa M.P

Clir. Thobejane L.M

| Clir-Mokgotho K.

Clir Makofane I.T

ClirMachai M.J

Clir Sithoile M.E

MMC Leshaba M.B

2.3.4. SPECIAL COMMITTEES OF COUNCIL

COUNCIL WHIPPERY

Clir Chego DK { Chairperson )
Cllr Makofane IT

Clir Matsetela ML

Clir. Mogotji FM

Clir. Kgwedi JL

O R W=

2.3.5. MUNICIPAL PORTFOLIO COMMITTEES

Cprate Services Committee plays oversight and ensures

department implements Human resources
development strategy/policy and other related
policies and that staff establishment is in line with
IDP objectives

Community Services Committee plays oversight and ensures that the
department functions properly and implement core
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| mandate such as disaster management and
emergency services

Committee plays oversight and ensures thai
department deliver on its mandate of economic
Planning and Economic | growth, job creation, poverty, and proper spatial
Development planning

Committee plays ensures that financial resources
of the municipality are managed in line with
Budget .and Treasury legislation and accounting of fiancés takes place

Committee plays oversight and ensures that
department provides basic services to
Infrastructure and Water | communities and capital budget is spend in line
Services with council priorities

The Section 79 Committees are contributing effectively to the overall
functioning of Council wherein they meet monthly. They receive reports from
Members of the Mayoral Committee who make recommendations to Council
for approval. Based on the Portfolio Committee recommendations Council is
able to take decisions as the matter tabled by the Executive Mayor would
have been reviewed by the Portfolio Committee to advice council
appropriately.

2.3.6. Municipal Public Account Committee (MPAC) (Oversight committee)

In line with legislation the district has established an oversight committee made up of
non-executive councillors to provide an opinion on the Annual Report before tabling
to council. The oversight report will be published separately as per the MFMA
guidance. The following are members of MPAC:

Clir. Mabatane MC {(Chairperson)

Cllr. Lekoatsipa LR.

Clir. Mohlamonyane TE

Cllr. Mokomane ML

Clir. Mgiba NP

Clir. Magabe MS
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Clr. Lel -ala NS

Cllr. Meisetela WL

Clir. Motapo WS

2.3.7. Meetings held as per ea:h committee

NAME Or THE | O OF | DATE OF MEETINGS O

COMMITTEE EETINGS HELD

Mayoral Committee 14 s MC 21 July 201

(MC = Mayoral Committee) | 09 e« (MC) 25 Aug & 27 (SMC)
2021

(SMC=Special Mayoral | 04 :

Committee)

o 20 (MC) & 23 (SMC) Sept
2021

¢ 19 (MC) Oct 2021

¢ 18 (MC) & 24 (SMC) Jan
2022

« 18 (SMC) Feb 2022

s 17 (MC) & 24 (SMC) Mar
2022

e 12 (MC) Apr 2022

« 13 (MC) & 19 (SMC) May
2022

« 10 (MC) June 2022
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Services

Corporate Scrvices

Planning
Development

[SECTION 7+ “Omi:: ‘TEES

Infrastructure & Water

_%____W__

& Economic

13
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| 21 15 July 2021

20 July 2021

23 July 2021

27 July 2021

10 August 2021

20 August 2021

24 August 2021

14 September 2021
21 September 2021
27 September 2021
15 October 2021
14 January 2022
22 March 2022

20 April 2022

23 May 2022

06 June 2022

17 June 2022

14 July 2021

16 August 2021

15 September 2021
15 October 2021

14 January 2022
15 February 2022
22 March 2022

20 April 22

20 May 2022

20 June 2022

19 July 2021

21 August 2021

14 September 2021
17 September 2021
14 October 2021

13 January 2022
16 February 2022
24 March 2022

25 March 2022

* 21 April 2022
Ng
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Budget & Treasury

' Community Services

Council Meetings

11

09

20

23 May 2022
17 June 2022

4

15 July 2021

25 August 2021
20 September 2021
14 October 2021
21 October 2021
19 January 2022
15 February 2022
22 March 2022
21 April 2022

23 May 2022

20 June 2022

15 July 2021

30 August 2021
15 September 2021
18 October 2021
13 January 2022
24 March 2022
13 April 2022

20 May 2022

20 June 2022

29 July 2021

30 August 2021

29 September 2021
26 October 2021
25 November 2021
02 December 2021
15 December 2021

27 January 2022

21 May 2022
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18 February 2022
09 February 2022
21 February 2022
30 March 2022
08 April 2022

13 April 2022

14 April 2022

19 April 2022

28 Aprii 2022

25 May 2022

30 May 2022

29 June 2022
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2.4. ADMINISTRATIVE GOVERNANCE

2.41. Introduction

The Management of the institution is entrusted with role of advising Council as well
as for the implementation of council resolutions. It is led by the Municipal Manager
who is the overall Accounting Officer (AO). The Management is further
complemented by line function Managers who are responsible for management of
various municipal departments.

The Management functions as a collective through regular monthly management
meetings and accounts to the Executive through Mayoral Committee meetings.

2.4.2. TOP ADMINISTRATIVE STRUCTURE
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-2.5. COMPONENT B: INTERGOVERNMENTAL RELATIONS

The Intergovernmental Relations and Framework Act make provision for
establishment of intergovernmental structures, Moreover, it makes provision for
establishment of Intergovernmental Technical Support  structures. Sekhukhune
District Municipality has established Mayor's Forum as an Intergovernmental
Relations Structure to deal with issues of common interest within the district. The
Mayor’s Forum is chaired by the Executive Mayor of the district and also attended by
Mayors of the four local municipalities.

There are also two technical support structures that have also been established to
support the Mayor's Forum namely the Municipal Managers’ Forum and Technicai

Clusters. There are four technical clusters dealing with key Local Government Key
Performance Indicators

ITEM Cluster Focus areas Chair
Resuscitation of - | Development Development Director Planning
clusters ‘planning planning: and Economic
' . ' Development
Spatial /SSPLUMA : '
Economic
Strategic planning
Housing
'Corporate Job evaluation Director Corporate
services ' Services
ICT Governance -
' Framework '
-— ___KJER_J
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T LLF Functionalily [~ ——

Legal services !

Policy and by-law
bench marking

Political administrative

inferface

Minimum

competencies
Internal Risk assessment Chief Audit
audit/Risk o ' B Executive
Performance auditing
and L o
performance Internal audit
Finéncial Revenue Chief Financial
Services enhancement Officer

Free basic services

Financial statements

Grant performance _
Basic Capital gr'aht Director

services performance infrastructure and
' Water Services

Disaster management
Emergency services
Refuse removal

Operations and
maintenance

Municipal health
services

Roads and storm
water

Electricity

Public transport

Environmental

57
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- l_r\ifm - R
Communicati - | Customer care | D.puty Director
on and pubiic L Office of Executive
participation | Hotline issues Mayor
Stakeholder
engagement
|
Council meetings ‘
calendar
] | S

2.5.1. DISTRICT INTERGOVERNMENTAL STRUCTURE

Sekhukhune District Municipality as a custodian of inter-governmental relations
structures in the district has facilitated the establishment of the following forums for
better coordination with the four local municipaliities

Mayors Forums which are a strategic political forum for all the five (05) mayors in the
district and meets on a regular basis to provide overall governance leadership

Speakers Forum which is constituted by all speakers in the district to share
information and knowledge on how to conduct council activities as well as develop
common perspective around issues of governance

Chief Whip’s Forum is a forum chaired by the district chief whip and includes all chief
whips from local municipalities which meets on a regular basis to share experiences

on developing common ground around issues of code of conduct for councillors and
related issues

Municipal Managers Forum which is a platform for all five municipal managers in the

district to interact on a regular basis and provide administrative leadership to all
municipalities in the district

Inter-Governmental Relations Clusters which are inclusive of all the five

municipalities in the district and meets on a regular basis to share experiences and
strategies in various technical areas

The district working together with the four local municipalities have been able to
derive the following benefits from coordinated IGR efforts
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Minimize duplication of resources

Encouraged local horizontal learning

Sharing of scares resources

Enhanced government cohesion

= For 2020/2021 the following IGR meetings were convened:

IGR STRUCTURE NUMBER OF | DATE OF THE MEETING
MEETINGS
CONVENED
Speaker's Forum 3 08/09/2021. 09/03/2022 |
10/12/2021
Mayor's Forum 3 21/12/2021
21/04/2021
Chief Whip’s Forum 3 08/09/2021, 09/03/2022.
10/12/2021,
Municipai Manager's | 2 11/12/2021
Forum
19/05/2022
Economic Cluster (IDP, |2 16/09/2021
LED & Spatial)
09/03/2022
CFO's Forum 3 ' 27/09/2021
01/04/2022
17/06/2022
Basic Service Delivery | 2 23/07/2021
Cluster
26/05/2022
I R ]
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"Public T rticipation Foram |3 [ 20/08/2021, 20/01/2022]
07/05/2022
Secretariat 2 20/12/2021, 07/06/2022
MPAC Forum T2 1310072027, 25/05/2022 ]
_ | _ I - ]

2.5.2. P2OVINCIAL INTERGOVERNMENTAL STRUCTURE

in the year under review, Sekhukhune District Municipality participated in the
following provincial Inter-Governmental Relations Structures

Premier Inter-Governmental Forum attended by the Executive Mayors and Municipal
Managers which provides strategic direction in aligning the work of government in
the province

Governance and Administration Cluster attended by the Municipal Manager which
interfaces with the work of the Provincial Executive

Provincial Communicators Forum which focuses on enhancing communication
between government communities and social partners

The Sekhukhune District Municipality has benefited a lot from attending provincial
IGR structures as it gives the municipality an opportunity to plan in line with
provincial priorities and objectives. Some of the interventions have resulted in
tangible programmes and projects on the ground.

2.6. RELATIONSHIPS WITH MUNICIPAL ENTITIES

Sekhukhune Development Agency (SDA) is wholly owned by the Sekhukhune
District Municipality as a municipal entity according to Section 868 of the Municipai
Systems Act 32 of 2000 on the establishments of municipal entities. The core
mandate of SDA as outlined in the provincial gazette is to serve as the vehicle to
identify, initiate and implement high impact economic projects and create sustainable
job apportunities. Among its high its deliverables the SDA is leading the investment
facilitation, business development and support services. SDA is also required to
comply with the basic requirements of the Local Government Municipal Systems Act
32 of 2000 read together with the provision of the Local Government Municipal
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Finance Mar igement Act of 2003. The SDA prepares its annual performar:ce repori
in terms of the same guidelines and provisions of the legisiative framework.

Sekhukhune Development Agency does not have its own Performance Management
Unit and Risk/Audit Management Units as such a Service Level Agreement was
signed with the parent municipality to utilise the Audit/Risk and Performance

Management Units for performance monitoring, management, and audit services.

The current composition of the

follows:

Names

—

1. | Mr.
Jackie Mahlangu

Landiwe

2. ' Ms Mantwa
Makanyane

3. | Ms Mercia Biake

L

Business &
Planning
development
Project
Mmanagement
Monitoring and
Evaluation
Infrastructure
Development
Finance

Business
development

Project
management

Skills development
Strategic
Management
Estate &
'Planning

Land

Business
development
Project
Management

61

Board
member of
Development Sub-Committee

Chairperson

Chairperson
Finance
committee il
2021

Member
Remuneration

Human resource sub-

committee
Member

Economic

of Finance

sub-committee

Board for 2021/2022 financial year is as

Expertise Portfolio

and

of
sub-

Dec

of
and

60



Resigned in November
2021

management  and
strategic planning
Financial
Management
Enterprise
Development

4. |Mr Madulo Hiapi Local Business Chairperson of
Mampuru Development Economic
Project Development sub-
management committee
Skills growth Member of
development Remuneration and
Human resource sub-
committee
5 | Mr Agriculture & Spatial Chairperson of
Morwamokoena planning Remuneration &
Stephen Project Human Resource sub-
Masemola Management committee
Agricultural Member of Finance
Development sub-committee
6. | Mr. Kwanele Projects ”Chairperson of
Mkhwanazi management Finance sub-
Business committee with effect

from April 2022.
Member of Economic
Development sub-

commitiee

NO. OF BOARD SPECIAL MEETINGS HELD

2

DATES OF MEETINGS
1. 08 July 2021

2. 25 Nov 2021

NO. OF BOARD MEETINGS HELD

DATES OF MEETINGS

3

1. 30 August 2021
2. 14 December 2021
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. ' 7 . 3. 25 January 2022
4. 26 April 2022

2.7. COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION

2.7.1. INTRODUCTION

Municipalities are by law required to foster public participation and ensure its
citizenry is engaged in matters of governance. Sekhukhune District Municipality
places public participation and accountability at the centre of its work. The
Municipality has adopted the following reviewed policies to ensure that public
participation programmes are properly guided and effective:

» Communication strategy

» Public Participation Policy Framework

» Stakeholder Management Policy Framework

o Petitions Policy

o Incentive Policy Framework for Ward Committee Members

Communication channels that were used to engage communities include;

* Quarterly Mayoral Outreach Programs

= Council outreach — public consultation on 2020/2021 draft Annual Report and
2022/2023 IDP/Budget public consultations

* Regular interactions and stake-holders engagement such as Mining
communities, business formations and Non-Governmental Organisations

*  Monthly Internal newsletters and quarterly external newsletters publications

* Radio-Interviews with Executive Mayor and Members of the Mayoral
Committee .

2.7.2. PUBLIC PARTICIPATION MEETINGS HELD

In the 2021/2022 financial year, the Municipality managed to arrange seven
2020/2021 Draft Annual Report and seven 2022/2023 Draft IDP/Budget public

consultation meetings reaching out to many residents of our district and
stakeholders.

Public consultation programmes for draft Annual Report and IDP/budget were

conducted during the months of February and Aprit 2022, the programmes are stated
below:
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2020/2::21 ANMUAL REPORT PHBLIC PARTICIPATION

| DATE

S

STAKEHOLDER LIUNICIPALITY/VENUE TYPE OF MEETING
01/02/2022 | SDM Staff Sekhukhune Zoom
* Zoom Video Conferencing Videoconference
Platform
04/02/2022 | Magoshi Sekhukhune Face to face.
»__Jane Furse Comprehensive y
08/02/2022 | General Public Elias Motsoaledi Facebook live.
* Moutse Community Radio MCRS live broadcast.
Station
« Thabantshu Community Radio
Station
11/02/2022 | General Public Ephraim Mogale Facebook live.
+ MCRS MCRS and SKim live
* Sekhukhune Community Radio | broadcast.
Station
16/02/2022 | General Public Makhuduthamaga Facebook live.
* Masemola Community Radio Masemola and
Station Sekhukhune
* Sekhukhune Community Radio | Community Radio
Station Stations live
broadcast.
22/02/2022 | General Public Fetakgomo Tubatse Facebook live.
* Tubatse Community Radio Tubatse and
Station Masemola Community
* Masemola Community Radio | Radio Stations live
Station broadcast.
28/02/2022 | Special Groups Sekhukhune Face to face
* Jane Furse Comprehensive
28/02/2022 | Rate Sekhukhune Zoom
Payers/Business » Zoom Videoconferencing Videoconferencing

Platform

i

2022/2023 DRAFT IDP/BUDGET PUBLIC CONSULTATION PROGRAMME

DATE STAKEHOLDER | MUNICIPALITY TYPE OF VENUE
MEETING
05/04/2022 | Staff Sekhukhune Face to face Fire Station
08/04/2022 | Magoshi Sekhukhune Face to face FTLM Council
Chamber,
GaNkwane
12/04/2022 | General Public Efias Motsoaledi le Face to face Groblersdal
(Ward Radio Li Rugby Stadium,
Committees) ¢ Radio Live Groblersdal
broadcast
(MCRS/Thabants
hu FM) ]
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20/04/2022 | General Public Ephi-im Mogale |e Face to face Town Hali,
{(Ward Radio Li Marble Hall
Committees) * nadio Live

broadcast
(MCRS/Masemol
a FM)

22/04/2022 | General Public Makhuduthamaga | Face to face Jane Furse
(Ward « Radio Live Comprehensive,
Committees) broadcast (FK FM Jane Furse

Masemola FM

26/04/2022 | General Public Fetakgomo » Face to face Moses Mabotha
(Ward Tubatse Radio Li Civic Hall,
Committees) * nadio Live GaNkwana

broadcast
(Tubatse
FM/Masemola
FM)
s Facebook live
29/04/2022 | Special Groups | Sekhukhune « Face fo face Ngwaabe
Community Hall,
Ngwaabe

29/04/2022 | Business/Rate Sekhukhune Face to face / SDM Council

payers Zoom Video Chamber, Bareki,
Conferencing Groblersdal

The Municipality also arranged annual State of the District Address (SODA) and
Budget Speech to provide a platform for the Council to account to the public on the
affairs of the Municipality.

2.7.3. WARD COMMITTEES

In terms of the Municipal Structures Act 117 of 1998, Ward Committees are
established to enhance participatory democracy in local government.

Working together with the district and local municipalities, 117 ward committees in
the district are established and have been able to play a significant role in the
following areas:

+ Sensitising the municipality on developmental challenges and pressures
within local communities.

+ Communicated government messages to the communities.
* Participated in public participation programmes.
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¢ Contributed iny uts on shaping pt Llic participation policies.

2.8. COMPONENT D: CORPORATE GOVERNANCE

2.8.1. OVERVIEW OF CORPORATE GOVERNANCE

Section 165 and 166 of Municipal Finance Management Act no 56 of 2003 requires
municipalities to establish Internal Audii unit and Audit Committee. The Internal Audit
unit advises the accounting officer and reports to audit committee and prepares a

risk -based audit plan and audit prograinme for each financial year.

The district municipality has appointed Audit Committee. Risk management
committee was not in place for 3 quarters for the financial year under review. The
reports of Risk were presented to Audit Committee.

2.8.2. AUDIT COMMITTEE

The Municipality has established an Audit Committee under the provision of
Municipal Finance Management Act No 56 of 2003 section 165 and Municipal
Planning 'and Performance Management Regulation of 2001 regulation 9. The
Audit Committee of the municipality considers and makes recommendations on
matters provided under section 165 and regulation 9 of the MFMA and MPPR
respectively while among other matter advice Management and Council on matters
pertaining to the Annual Financial Statements before submission to Auditor General
of South Africa.

In terms of legislative prescripts, the Audit Committee members should meet at least
4 times per annum as per its approved charter. During the current financial year
seven meetings were held.

The Members of the Audit Committee that served for the period 1%t July 2021 to 30
June 2022, and their attendance were as foliows:

Name of member Status Number of Number of
Meeting Held meetings
attended
Mr. M Mokwele Chairperson 4 1
( Resigned as
the Audit
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2022)

Commitiee

Member with’
effect from the
4th of January

Ms. M Ndiovu

Member &
Chairperson -
Appointed as
the chairperson
with effect from
the 1t April
2022

Ms. T Mathabathe

| Member

A

w

Ms. M Mothelesi -

Member

EN

NS

Adv. L Thubakgale

Member

I

(%)

PERFORMANCE AUDIT COMMITTEE

The Members of Performance Audit Committee that served for the period 01 July

2021 to 30 June 2022, and their attendance were as follows:

Name of member Status Number of Number of
' | Meeting Held meetings
_ ' attended
Ms. M Ndlovu Chairperson & |4 2
' Member —
Terminated as
the
Chairperson
with effect from
the 1st April
_ 2022
Ms. M Mothelesi Member 4 4
Ms. T Mathabathe Member- 4 4

Appointed as
the
Performance
Audit
Committee
Chairperson
with effect from

the 1st April
12022
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W MMokwele " [Waimber (7

Resigned as
the
Performance
Audit
Committee
member with
effect from the
4o January
2022

Adv. L Thubakgale | Member 4 . 3
I~ — e I

2.8.3. RISK MANAGEMENT COMMITTEE

Section 62(1)(c)(i) of the Local Government Municipal Financiai Management
Act (No. 56 of 2003) stipulates that the Accounting Officer is responsible for
managing the municipality financial administration and for this purpose the
Accounting Officer must take all reasonable steps to ensure amongst others that
the municipality has ang maintains effective, efficient, and transparent systems
of financial and risk management and internal control. To give effect to the above
the Accounting Officer (AO) in consultation with the Municipal Council has
estabiished the Risk Management Committee as an oversight structure to deal
with the risk management responsibilities. |

The Risk Management Committee (RMC) is an oversight committee responsible
to the Accounting Officer (AO) for the monitoring of risk management which
includes assisting in designing, implementing, and coordinating the institution’s
risk management initiatives. [ts constitution is made up of both an independent
member/chairperson appointed by the Municipal Manager as delegated by
Council and members of Senior Management. It assists the AO in addressing its
oversight requirements of managing, evaluating, and monitoring  the
organizational performance with regards to risk management.

2.8.3.1. STRATEGIC VALUES OF RISK MANAGEMENT COMMITTEE
(RMC)

The RMC must advise the municipal council, the political office-bearers, the
accounting officer, and the management staff of the municipality on matters
relating to-
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68

e Risk management.

* Fraud and corruption

» Fraud Prevention and detection

» Effectiveness of proposed management interventions.

e Effectiveness of the internal control system relevant to risk identified

» Any other issues referred to it by the municipality

The role of the RMC is to formulate, promote and review the institution's
Enterprise Risk Management (ERM)objective, strategy and policy and

monitor the process at strategic, Management and operational levels.

The principles of King IV, customised to municipal environment advise that
the audit committee should:

¢ Ensure that combined assurance model is applied to provide a

coordinated approach to all assurance activities.

e Satisfy itself of the expertise, resources, and experience of the
municipality's finance function.

° Be responsible for overseeing of risk management; and

* Beanintegral component of the risk management process

All risk management reports are being processed quarterly meetings. The
reports were presented to Audit Committee.

NB. The Committee planned four (04) sittings/meetings for the year of which three
thereof got processed through the Audit Committee except the 4" Quarter one as the
Committee did have an independent Chairperson appointed during 4" Quarter.

CURRENT STATUS

Strategic and Operational Risks

The above risks are monitored and reviewed monthly to track the municipality’s
performance in respect of implementation of mitigations. The resultant reports
culminate in the compilation of quarterly reports that get tabled at the Risk
Management Committee and ultimately Audit Committee as the risk management
oversight structures.
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Set out in the below table is the municipalit;'s Strategic Risk. identified for the period

2021/2022FY.

Strategic risks are regarded as top risks.

2.8.3.2. TOP TN STRATEGIC RISKS

KPA

RISK DESCRIPTION

Local Economic
Development (LED)

Inadequate capacity (Infrastructureffinancial & human) to
support LED

Basic Service Delivery

1. Inadequate water sources and infrastructure

2. Insufficient operations and maintenance of existing
infrastructure

Spatial Rationale

1.Uncoordinated land use practices

Good Governance and
Public Participation

1.Ineffective leadership and Management
2.Collusive practices and Fraud

Financial Viability

Inability to meet financial obligation (Weak Liquidity position)

Institutional Development
and Organisational
Transformation

Limited Organisational capacity to materialise institutional
mandate

Basic Service Delivery

Possible litigation and class action due to non-provision of
mandatory services

2.8.3.3.

LIQUIDITY RISK MANAGEMENT

Liquidity in Sekhukhune District Municipality is managed by senior management and
Councillors (Executive Authority) through the Budget Steering Committee and the
Mayoral Committee at pre-determined intervals.

The primary intention of management is to always review the short-term cash fiow
forecast, mid-term, and long-term financial plans.

The current liquidity ratio of 1.17:1 as of the 30" °f June 2022 (2021/2022FY) signals
a slight improvement despite the challenging financial position that the municipaiity
find itself in as in comparison with the previous financial year (2020/2021FY) of

which stood at 1.0:93
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Council has as of the previous financi:| year (#)20/2021} put in -ace mechanisms
to ensure that the situation improves, and the ‘nunicipality remaii:s a going concern.

2.8.3.4. FRAUD AND CORRUPTION STRATEGY

The municipality has a Council approved Anti-Fraud and Corruption, and
Whistleblowing policies respectively which makes provision for strategies to counter
fraud and corruption as well as providing platforms for reporting of allegations and
protection of whistle blowers. The Fraud and Corruption sirategy have been
developed because of the expressed commitment of government to fight corruption.
it is also an important contribution to the National Anti-Corruption Strategy of the
Republic of South Africa, and therefore supplements both the Public Service Anti-
Corruption Strategy and the Local Government Anti-Corruption Strategy.

The administration has undertaken the following initiatives to raise awareness of
fraud and corruption:

» Publicised an Anti-Fraud and Corruption article on the municipality’s website.
+ Conducted one (01) Anti-Fraud and Corruption workshop

« Publicised an Anti-Fraud and Corruption flyer internally through email facility
to reach all employees with an email access.

2.8.4. SUPPLY CHAIN MANAGEMENT

Section 112 of the MFMA states that the supply chain management policy must be
fair, equitable, transparent competitive, cost effective and comply with all SCM
regulations. The district municipality has developed a policy that complies with the
Constitution and MFMA.

For the financial year 2021/2022 the municipality has incurred the following
deviations, irregular, fruitless, and wasteful expenditure
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2.8.5. BY-LAW

For the year under review the municipality did not ga-ette any by-law.

2.8.6. V/EBSITE

The website of the Municipality is functional (www.sekhukhunedistrict.gov.za) and

updated cn a regular basis especially the component where compliance issues must
be adhered to such as publishing of Annual Report, tenders and vacancies.

The website for the finanicial year 2021/2022 was functional with mandatory updates
having been done, namely, IDP, Budget, SDBIP, Annual Report. From content
management point of view for general information dessimination, the communication
Unit updated the website through posting of official statements and speeches.
However challenges still remain for the website to function optimally, some of the

challenges are regular updating of content. The foliwing were published on the
website:

e 2021/2022 SDBIP

» Quarterly SDBIP reports done every end of the quarter.
o 2021/2022 BUDGET

» Process Plan and Framework for IDP Review 2021/2022
e 2021/2022 MIDTERM Reports

» Performance agreements of senior managers.

» Quarterly SDBIP reports done every end of the quarter.

e 2021/2022 Annual Report

+ Creating awareness for internal departments to provide information in a timely
manner

» Marketing the use of the website for external audiences

Research has been done on products that will offer the following to the
communities:-

* Touch-screen kiosks that can be used for inter alia the following:

im



= Customer Complaints

« Customer Compliments

»= Customer Comments

= General Survey Interaction

» [Information Centre.

2.8.7. PUBLIC SATISFACTION ON MUNICIPAL SERVICES
The Sekhukhune District Municipality in her customer satisfaction survey conducted

in 2015, revealed that majority of citizens in Sekhukhune (approximately 62%) is
reasonably satisfied with provision of services by the municipality.
In between the year the municipality has a dedicated customer care unit which

processes day to day community complaints and monitor adherence to Batho-Pele
principles by municipal officials.

Batho Pelé Forum as a platform to engage with government service points to assess
the delivery of services. The Municipality through its council has adopted important
policies and guidelines to guide Batho Pele and customer management processes.

The policies include Batho-Pele service standards, Dingongorego/Complaints policy,
and service charter.

The municipality has the following platforms to receive and manage queries from
communities and stakeholders,

= Suggestion boxes in all offices

= 24-hour call centre

= Regular outreach for face-to-face interaction
» Premier hotline

» Presidential hotline

» Group what's up

= Emuails

102
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BATHO PELE PRINCIPLES

1. COURTESY PRINCIPLE :

» Nametags

Currently SDM employees utilises access cards to be identified.

s Frontline:

SDM frontline desk is operated by Receptionist in Bareki Mall (next to the Office of
the MM), at West Street there is an intern placed at the Reception and Fire Station
the Security Guards are assisting at the Reception.

+ Signage/Way finding

There is no sighage/way finding in the entrance of Groblersdal to SDM Offices

+ Suggestion boxes

The boxes are available in our main entrances, the are monitored effectively

» Monitoring of 3-rings (telecommunication/ Call Centre)

The Office of the premier is monitoring the telephone rings of our call centre phones.
Despite several unresolved problems of tdols of trade, SDM call centre is steadily
improving with an average cails per month of 60 for incidents and an average of
2000 calls for accounts as compared to an average of 40 calls for incidents in the
previous financial year. Majority of our calls are related to water accounts, water
related queries, motor vehicles accidents followed by structural fire wildfires and. The

rest of the queries are special and general services.

Challenges

Our call centre is still experiencing a serious challenge in terms of the ageing
telephone system that is used and lack of tools of trade.

Calls that manually recorded during the period 2021/22 are as follows:

INCIDENT | JUL | AUG SEPT | OCT | NOV | DEC { JAN | FEB | MAR | APR | MAY | JUN
Motor 30 33 24 30 33 1 15 27 11 37 36
Vehicle

Accident

Structural | 01 19 20 22 28 08 16 16 10 11 04
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1. ACCESS PRINCIPLE

* Accessibility to Municipal Buildings

SDM buildings are accessible.

« Thusong Service Centres

SDM has 6 Thusong services centres that are in different municipalities. Thusong

Centres to serve as centres for community events and democratic processes,

Improve access of government services to communities in an integrated fashion. The

strategic objectives of the Thusong service centre can be summarized as follows: -

» Ensure better communication between government and the people.

+ Provide services to people at close proximity (reducing travel distance for
people to access services)

fire |

Special 03 02 03 03 05 02 03 05 02 05
services

Veld fire 11 04 03 01 00 |00 |00 05 |00 00
Water 39 15 17 15 00 |00 |00 14 100 0
related

Development, Justice,
Correctional services,
Telecentre, SASSA and
EMS

Fetakgomo - | Fetakgomo | Tele Centre, Home affairs, Yes Mr. Silence
Atok SASSA, Social Mabhlatji
(Hub) Development, SAPS, (Appointed)
Agriculture, Victim 071 714 3934
Empowerment Centre and
ANGLO-Zimela.
Leboeng Tubatse Home Affairs , SAPS, Yes Captain
(Hub) Labour, Health ,Social Mogoane

082 565 7135

104
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Kgautswana | Tubatse SASSA, Health, socizal Yes Ms. QZlara
(Satellite) development, SAPS, Post Masinga
Office (lobby box), (NGO
Agriculture, Telecentre, volunteer)
Library services, 078 616 6796
Development and Tourism
projects and ECD _
Zamenkomst | Ephraim Water Affairs, SASSA, No Mr. Manyaka
e Mogale Home Affairs, Social (Municipal
(Cluster) Development, SAPS , seccndment)
Municipality 082 456 7693
Agriculture and Sekhukhune
District Municipality
Tafelkop Elias SASSA, Social No Ms. Ntepane
(Cluster) Motsoaledi | Development, GCIS, Mathunyane
Coghsta (operate in a
cluster form within a walking
distance)
Mapodile Tubatse Social Development, Yes Mr. Lazarus
(Hub) SASSA, Agriculture, SAPS, Tau
Municipality (library {Municipal
services) ,Health, secondment)
Community Work 072 185 2031
Programme, Sekhukhune
District Water Affairs , Tele
Centre & Coghsta

2. CONSULTATION PRINCIPLE

Mass Service Provision (Batho Pele build - ups)

Batho Pele Mass Service Provision has been the

most effective consultation

mechanism in districts. The rational of these events is to popularize government
services at district level, these types of events are rolled-out and budgeted for by
respective Local Municipalities and the District municipality. Government
departments, SOEs and business show case their services. The events are led by
Mayors of the LM and Batho Pele Coordinators. For the year 2022/23 the events will

take place on the second quarter.

3. SERVICE STANDARDS PRINCIPLE
Service standards are in place. They are in a process of being reviewed. The first

workshop of District and Local Batho Pele committee took place from the 31t May —
2 June 2022,
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4. INFORMATION PRINCIPLE
Our internet is up and running despite challenges at West Sireet. The websit : is

updated regularly. We have continuous radio slots. internal and external newsletters
are distributed.

The following are the means of communication:
s  Newsletters
¢ Intranet
e  Electronic mails (Emails)

¢ Meetings

5. OPENNESS AND TRANSPARENCY PRINCIPLE

This principle allows citizens to have access to timely and reliable information about
decisions and the performance of our municipality

* Departmental Citizen’s reports
» Hotlines /Toll-Free Lines

¢ Audit reports

6. REDRESS PRINCIPLE

If the promised standard of service is not delivered, our customers/community
members should be offered an apology, a full explanation, and a speedy and
effective remedy. When complaints are made, a complainant should receive a
sympathetic, positive response.

7. VALUE FOR MONEY

Management through Operation Clean Audit enforces expenditure controls and
better quality of services at lower costs which will have a better
Return on investment.

PRESIDENT’S AND PREMIER'S HOTLINES
TRENDS ANALYSIS FOR BOTH THE HOTLINES

1205
Resolved: 1153
Outstanding: 52
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1156
2" Quarter 1156 1124 32
3" Quarter 1205 1153 52
4% Quarter 1680 1678 02

1. Higher percentage of water and sanitation related complaints were reported and
resolved.

2. Cases that are pending were wrongly directed to SDM. Those are cases related
to roads, electricity etc.

3. There is also a trend that is continuing where one person reports same cases
using different names or different people reporting the same case.

VALUE FOR MONEY PRINCIPLE

» Signing of Statement of Public Service Commitment
« Customer Satisfaction Survey

¢ Audit reports

e Walk-ins

CHALLENGES

* A notable disjuncture in terms of recording water and sanitation related
quertes is still a challenge with multiple reporting lines and lack of integrated
approach which will enable proper and reliable reporting.

¢ Manual, Outdated and ageing system of recording and processing gueries
due to lack of modern technology system and modern call centre facility

» Both Presidential and Premier hotline’s reports are now analysed and
reported in arrears (once per quarter) that makes it difficult to align our
reporting with the monthly Portfolio and Mayoral Committee
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©*HAPTER THREE: SERVICE DELIVERY PERFORMANCE

3.1. INTRODUCTION

The district municipality as per section 152 (1) (b} of the Constitution of the Republic
of South Africa mandates local government to ensure provision of services to
communities in a sustainable manner. Municipalities are expected to strive within its
financial and administrative capacity to achieve the objectives as set in the section
152 (2) of the Constitution of the Republic of South Africa. The district municipality is
WSA (Water Service Authority) and WSP (Water Service Provider) as per the Water

COMPONENT A: BASIC SERVICES

3.2. WATER SERVICES PROVISION

The Department of Infrastructure and Water Services is responsible for delivery of
water and sanitation services in the entire SDM area. The municipality planned to
review its Water Services Development Plan (WSDP) and Water & Sanitation Master
Plan in the current financial year (2021/2022). Both WSDP and BWSMP are used as
the guiding tool to ensure effective and efficient implementation of various water
schemes and provide a blue-print of providing water sustainably in the district.

The Municipality is currently providing full water and sanitation services in the main
towns such as Burgersfort (12 815 people), Marble Hall (4 025 people), Groblersdal
(6 312 people), Steelpoort (3 374 people) and Ohrigstad (1 520 people). These
areas have access to other high-level services such as refuse removal and roads.

The most villages in the vast rural areas are being provided with ground water as
alternative sources and water tankers where necessary. Most of the rural villages in
the Flag Boshielo Water Scheme are receiving water services in a much more
improved way than most rural other villages.

Several villages are currently benefitting from water provided by a main pipe from De
Hoop dam, namely: Mpelegane, Maepa, Ratau, Maphopha, Rantho, Masha,
Malekana and Maseven. This is a notable progress as De Hoop dam’s provision is
beginning to reach villages.
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3.2.1. AVESTUENTS ON INFRASTRUCTURE DEVELOPRENT DI:RING
*02FINANCIAL YEARS:

During 2021/2022 Financial Year, the following infrastructure grants were spent on
water and sanitation projects:

Municipal Infrastructure Grant (GRANT): R 460,140,845.00 million

The SDM has implemented 12 water infrastructure project and 5 VIP
sanitation projects during 2020/21 financial year.

- Water Services Infrastructure Grant (WSIG): R29,027,423.00 The SDM has
implemented 8 intervention water projects during 2020/21 financial year

- Regional Bulk Infrastructure Grant (RBIG): R 58,643,774.00

The SDM has implemented 12 bulk water projects during 2020/21 financial
year

BACKLLOG IN ACCESS TO WATER AND SANITATION IN 2020/21 AS
COMPARED TO 2019/20

The Sekhukhune District Municipality has the total population of 1 169 762 with 194
962 number of households.

The Sanitation -Ventilated Pit-latrine (VIP} infrastructure backiog was at 155 238 in
2015/16 financial year and reduced by 17 481 in 2016/17, reduced by 4919 in
2017118, reduced by 5254 in 2018/19, reduced by 10 194 in 2019/20 and further
reduced by 4936 in 2020/21 financial year.

The sanitation backlog is currently at 112 454,

The Water infrastructure backlog was at 39% in 2015/16 financial year and reduced
by 4% in 2016/17, reduced by 5% in 2017/18, reduced by 3% 2018/19, reduced by
2% in 2019/20 and in 2020/21 the infrastructure is still under implementation. The
water backlog is currently at 25%.

The water services backlogs fluctuate based on the availability of water & new
residential developments without water provisions.

The operation & maintenance patterns on the existing water infrastructure also affect
the water services backiog.
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K&Y WA =R INFRASTRUCTURE DEVELOPMENT SCHEMES IMPLMENTED
DURING " 920/21 TO DATE

The SDM continued with the implementation of Nkadimeng Bulk Water Supply
Scheme, which is currently at Phase 11 to complete the water pipeline and
reticulation network

The conditional assessment for commissioning and testing of Bulk pipeline
fror1 Malekana Water Treatment Works to Jane Furse command reservoir
under (Nebo Plateau Bulk Water Scheme) will be done 2022/2023

The implementation of phase 4 for Mooihoek-Tubatse Bulk Water Scheme is
continuing in the current financial, which includes the buik pipelines and
concrete reservoirs. These projects will be completed in the next two financial
years of 2021/22 to 2022123

The Lebalelo South Connector pipes and reticulation commenced with
construction in the financial year 2018/2019 and to be completed by June
2023.

The Lebalelo South Phase 3 (Ga-Maroga and Motlolo) commenced in
2018/19 financial year and to be completed in June 2023

Moutse East and West Bulk Water supply is currently under implementation
and will be completed in 2022/23.

The following projects were implemented in the 2022-2023 financial year
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PROJECT LOCATION/VILLAGE PROJECT VALUE | EXPENDITURE PROGRESS TO DATE

NAME

De Ga-Mogashoa R4,762,404.00 R3,412,863.76 | 4km of water reficulation
Hoop/Nebo (Senkapudi) and pipeline constructed

Flateau/Scho
onoord Water
Scheme
Villages:Ga -
Mogashoa
(Senkapudi)
and Ga-
Mocgashoa
{Manamane)

Ga-Mogashoa
(Manamane)
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NSDG7 Schooncord R1,912,865.00 R21,307,077.51 | 0,1 Kilometres of bulk pipeline
Regional constructed; 0  reservoirs
Water completed
Scheme
Construction
of Concrete
Reservoirs
PROJECT LOCATION/VILLAGE PROJECT VALUE EXPENDITURE | PROGRESS TO DATE
NAME
De Makgeru, Matekane | R105,472,953.00 R97,099,010.60 | 6 Kilometres of bulk pipeline
Hoop/Nebo and Ga-Ratau constructed.
Plateau/Scho 76.890 kilometres of
onoord Water Reticulation.
Scheme 1285 Standpipes constructed.
Villages: 1285 Water Meters Installed
Makgeru, Ga Equipping of two boreholes.
Ratau &
Matekane 7
Carbonitites | Dindela R8,000,000.00 R0,00 | None
to Zaaiplaas
FPH4{Dindela
Reservoir)
Motiailana, Motlailana, R29,409,971.00 R16,524,931.60 | 0.5 Kilometres for bulk line
Makgemeng | Makgemeng constructed
Water Supply | - 44 6Kilometers of reticulation
constructed. O-yard
connection.
1x steel tank erected.
0 x concrete reservoirs
constructed.
4 pumphouses constructed.
4 boreholes refurbished)
Malekana Malekana, R67,458,474.00 | R3152367126 | 11.61 kilometres of water
Regional Maphopha pipeline constructed, and 0
Water Ga-Masha reservoirs completed
Scheme Ga-Maepa
Ga-Rantho
Ga-Ratau
Kutollo
Maseven
Ga- Mpana
Lebalelo GaRiba, Rivercross, | R32,748,439.00 | R18,629,987.82 | 11 steel tanks erected
South Driekop
connector
pipes and
reticulations
Lebalelo Ga-Maroga Motlolo R76,801,860.00 | R81,226,939.94 1 42 Kilometres of bulk line
South: Phase constructed.
3 (Ga- 24,294 Kilometres reticulation
Maroga and pipeline constructed.
Motlolo  Bulk 0 WTW Constructed. 0
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and borehole refurbished.
Reticulai un
Infrastrud ture
PROJECT T LOCATIONVILLAGE PROJECT VALUE | EXPENDITURE | PROGRESS TO DATE = |
NAME
Ga | Maphopha R400,000.00 RO.00 | Testing and commissioning of
Maphopha the command reservoir not
Command done
reservoir , ]
Legolaneng Legolaneng G0 borehole  drilled and
Water Supply equipped
Brooklyn Brooklyn 0 steel tank installed
water supply
Polaseng 1 borehole instalied and
Water Polaseng equipped
Intervetion (Tukakgomo) R27,284,034.02 R5,884,900.05
Mahlokwena | Mahlokwena 0 borehole equipped and 0
{Malaeneng) (Malaeneng) ' pipeline distribution installed
water
intervention
Kgotiopong Kgotlopong 0 borehole equipped and 0
water pipeline distribution installed
intervention
Tshikanoshi | Tshikanoshi 0 borehole equipped and 0
Water Supply Pipeline distribution installed
Sephaku Sephaku 0 borehole equipped and 0
Water Supply pipeline distribution installed
Eenzaam Eenzaam 0 borehole equipped and 0
water supply pipeline distribution installed
Mooihoek R94,645,000.00 R19,660,232.17 | 1km of bulk pipeline tested
bulk  water and commissioned
supply phase
4F1
Construction Procurement of service
of Mooihoek ‘ provider not done
bulk  water
supply phase
G1.1
Construction 1.88 Kilometers of bulk water
of Mooihoek supply pipeline constructed
bulk  water
N R ‘_J_ia_J_i_‘J\, |
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supply
G1.2

bulk
supply
G2

Nebo
Jane

Nebo
Jane

Bulk
Supply

phasa

Construction
of Mooihoek

water
phase

Construction
of Mooihoek
Reservoirs
hase 4H1
Construction
of Mooihoek
Reserveirs
hase 4H2

BWS

Commission

Furse

Pipeline

BWS
Furse

to Lobethal

Water

L_iq

Apel Cross

Apel Cross Low-Cost

Housing
Diphagane
Ga-Maioa
Ga-Marishane
Ga-Masemola
Ga-Mashabela
Ga-Phaahla
Ga-Tisane
Kanaan A
Kanaan B
Kapaneng
Kgwaripe
Lobethal
Magolapong
Mahlolwaneng
Mampe
Maseshegwane
Mmotwaneng
Mogorwane
Nkotokwane
Mohwelere
Molebeledi
Moripane
Phelindaba
Phushulang
Polaseng
Sekwati
Thabampshe
Tswaing

R50,000,000.00 |
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Construction of 4.9 Kilometreg
of bulk water Supply pipeline.
Construction of S00KL
Reinforced Concrete
! .eservoir

0 Reservoir constfructed

0 Reservoir constructed

R3,316,177.56 | Okm of bulk water supply
pipsline tested and
commissioned

Okm of bulk water supplﬂ
pipeline assessed




R7,934,692.00
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OKm of bulk water supply

pipeline constructed

0 Mechanical and Electrical

(M & E) Grobiersdal Water
Treatment Work 0 clarifiers
and 0 Filters refurbished
15 Kilometre of bulk water
supply  pipeline installed,
tested & commissioned

0 km of bulk water supply
pipelines assessed and
refurbished

(VlakplaasA T
Nebo Bws -Makgeru
Makgeru to | -Matekane
Schoonoord -Magane
BWS -Ga-Ratau
-Ga-Mogashoa
{Senkgapudi)
-Ga-Mogashoa
(Manamane)
-Kotsiri
-Schaonoord
-Ga-Maloma
-Tsopaneng
- Ga-Sekele
- Emkhondweni
Moutse BWS R80,000,000.00
Project 13 &
14
Moutse BWS
Project (7 to
12) :
'Moutse BWS |~
construction
bulk  water
pipeline
project(2-4)
Maebe Maebe R13,000,000.00
Drilling  and
Equipping of
Borehale
Tukakgomo | Tukagomo R9,000,000.00
RDP Section
Borehole
Nkosini Nkosini R8,000,000.00
Water Supply
& Package
Plant
Laersdrift Laersdrift R9,000,000.00
Water Supply
Intervention
- ~ TBrookiyn R4,000,000.00
Phokwane/Br
coklyn Water
Suppl

R R
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R0.00

0 Pump station constructed,
and 0 Reverse Osmosis
Water Treatment Package
Plant and 0 storage tank
instailed

RO.00

RO.Q0

1823m of water distribution
network completed and 668
water meters installed

Okm of pipeline constructed

and 0 protection of abstraction
done, and 0 reservoir sealed

R0O.00

R0.00

0 km reticulation network
constructed, 0 communal
standpipes and 0 storage tank
installed

Okm of rising main constructed
and 0 elevated tank
constructed

- |
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Legolaneng [ Lesjolanen:: | R7.00,000.00 ~ R0.00 0 VDIP completed

VDIP |

3.3. SANITATION SERVICES PROVISION

The SDM is currently implementing a massive sanitation programme and providing
Ventilated Improved Pit latrines (VIP's) to various households. In the 2018-2019 to
2021/2022, financiai year's 25 491 Y/IP Sanitation units were built across the district
as part of providing communities with sanitation.

The following sanitation projects were implemented in the 2021-2022 financial year

mUMBER OF VIP | MUNICIPALITY PROJECT EXPENDITURE PROGRESS TO
TO CONSTRUCT VALUE ) DATE
958 VIP units to be Ephraim Mogale R13,000,000.00 R7,517,524,98 | 747 VIP units
constructed completed
2300 VIP sanitation Makhuduthamaga R32,500,000.00 R20,309,025.53 | 1535 VIP units
units to be completed
constructed
2000 VIP Tubatse R28,000,000.00 R16,766,992.60 { 1731 VIP
sanitation units to Constructed
be constructed
500 VIP units to Fetakgomo R8,100,000.00 R2,761,759.75 | 279 units
be COnS’tI’UCtEd constructed
2100 VIP sanitation Elias Motsoaled; R30,500,000.00 R26,085,773.40 | 2066 VIIP units
units to be constructed
constructed
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Grant speading of projects

o | NUMBER OF PROJECTS | EXPENDITURE AS AT 30 |
IMPLEMENTED JUNE 2022
Municipal 22 projects and 5 VIP ' R 413,027,095.00 |
Infrastructure sanitation projects
Grant (MIG)
Water  Services | 6 intervention projects R8,621,171.00
Infrastructure

Grant (WSIG)

Regional Bulk | 12 bulk projects R36,898,058.00
Infrastructure

(RBIG)

Expanded Public | Various projects(Process R8,180,000.00
Works controllers,general

Programme workers, fire fighters)

(EPWP)

Finance 6 Finance Interns funded R2,300,000.00
Management

Grant(FMG)

3.4.  MUNICIPAL HEALTH SERVICES 2021/ 2022 SUMMATIVE STATISTICS

Section 24 of the Constitution of RSA Act 108 of 1996, states that everyone has a
right to an environment that is not harmful to their health or well-being. The
Constitution allocates Municipa! Health Services (MHS) as a Local Government
function under section 156(1) (a) and Part B of Schedule 4. Section 237 provides
that all Constitutional obligations must be performed diligently and without delay.
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MHS functions are performed by profassionals who register with the Heaith
Professions Council ¢ South Africa (HPCSA). The Health Professions Act, 1974 (Act
no 56 of 1974) states that:

All health professionals required to register as provided for in section 17 of the Act,
should register to be able to practice. '

Only Environmental Health Practitioners registered with HPCSA and in good
standing can be appointed to serve a Municipality in section 80 of the National

Health Act of 2003,

W’Component r_Tﬂicti\ri_rti'e.___s o .. | Challenges - | Remedial Action-
1 Food safety | 1531 food premises were Premises Issuing of fine
control evaluated. contravening notices to deter
968 compliant compliance & | non-compliance
563 non-compliant. prohibitory orders
NSNP was monitored in 32 Schooi kitchens Continuous
schools and food storage engagement with
facilities not the Provincial
complying with Department of

Health Standards Education &
School governing
bodies to improve

non-compliance

51 certificates werm e o ——— ——
51 certificates were issued None None

to compliant premises

290411 kg and 3.75 | of Not fit for human | Safe disposal.
foodstuff was seized for safe consumption.
disposai

6 events were monitored Provision of toilets Issuing of fine
notices to deter
non-compliance

|2 | Health 1536 premises were Premises Serving fine
Surveillance | evaluated for compliance contravening notices to non-

. with minimum health compliance & | compliant

of Premises requirements. 1223 were prohibitory orders. premises

complaint and 313 were
non-compliant.

69 Health Certificate were | None None
issued to facilities that

comply
N Bt 1 S
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Surveillance [26 ~ Awareness for [ L& k of information | Continuous heaith
and preveniion of | to make informed | education
prevention Communicable  diseases. | decisions.
of Conducted awareness
contagious | campaigns on Food Safety,
diseases COVID-19 and . Hand
washing
42 cases of food poisoning | Contravention  of Continuous health
were  investigated  and | heaith and hygiene | education.
controlied. practices.
Vector 1526 Premises inspected for | Premises  lacked | Al non-complying
control effective  abatement and | Vector control | premises were
programmes. issued with
control of vectors.770 were notices.
complaint and 756 deemed
non complaint.
Disposal of { 104 funeral undertakers’ | None None
the dead premises were evaluated
and were compliant.
04 cemeteries were | Lack of water and | Notices issued to
evaluated and were non- | sanitary facilities facility managers
compliant
29 graves were exhumed None None
2 COC were issued to| None None
complying facilities
10 funerals were monitored | Not observing | Notices issued
COVID 19
regulations
Chemical 193 Premises were | To  prevent the | Continuous
Safety fumigated spread of Covid- | decontamination

19.
To ensure proper
management of

Chemicals.

in facilities.
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347 Chemical handlirg | Nor. - None
facilities were inspected and
all complied.
7 | Water 322 water samples were ; Water borne | Continuous
qualiiy taken for microbiological | diseases monitoring of
analysis (265 E.coli, plate water quality

count and 57 for salmonealla

typhi).
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3.4.1. Environmental management report

"1 | Atmospheric

|'6 AELs applications on the |

Facnhi N

safe disposal and
transportation of sewage
was held at Pelangwe and
thirty people attended and
in Kgobokwane.

5 Clean-up campaign was
conducted at Mohwaduba
high school as education to
discourage littering Marble
Hall, Mohalalesti, Apel and
Nchabeleng villages. 501
trees were also planted.
Environmental awareness
campaign waste

on

Poor disposal of
sewage effluent

Waste dumping.

not | Follow-up all the

Emission system returning facilities where
Licence 1 Econ Oil issued applications in | applications were
(AEL) 3 sent back (Duho |time after being | sent back

drying,Loge Asphalt and {sent back for

Tubatse Chrome) amendment

2 Issued administrative

permits {Tubatse Alloy and

Annesley)

2 | Awareness 30 Awareness were None Ongoing

Campaigns | conducted on dust control awareness
and and Air Quality campaign
community
outreach 2 Awareness campaign on

Educate the public
on waste disposal

Eradicate
dumps

waste
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separation and recycling
were held at Tafet} op,

2 Awareress on waste
separation for recycling
held at Madibong and
Phaahlamanoge.

3X ¢ .ms were
hande.!  Refilwe
school to separate
waste.

13 X schools were
awarded
indigenous trees,

certificates of
recognition  and
winners  trophies

for participating in
the programme in
2021.

Burning of waste

Ambient
Quality
Monitoring
station

Air

22 station visits conducted.
3 analysers and the UPS
have been delivered.

Analysers are old
and constantly
need to be taken
out for repairs

Received repaired
analysers and a
new UPS.

Calibrator and zero Air
generator procured and
received _
Monitoring of | 105 health care premises | None None
medical generating risk waste were
waste evaluated for safe
management | management & disposal of
HCRW.
Waste Waste paper is separated | Shortage of waste | Extend waste
management | for recycling at Bareki Mall | PN for  other | separation to other
o ] waste streams. offices.
Monitoring and 2176 kilograms
processed.
Schuunsdraai Nature

Reserve and Lodge was

assessed for proper
management of waste and
availability of bins. Mixing of

waste and littering

Mixing of waste
and littering

Advised to
separate waste for
recycling and
involve recycler for
collection.

18 Landfill
4xBurgersfort, 5xMalogeng,
3xMarble Hal, 2%

sites namely

Poor management
of landfill sites

Issue compliance
notices
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Groblersdal,  Rossenekal
and 4xJane Furse were
inspected for compliance

with permit conditions.

8x recycling premises were

inspected and found
complying.
3 x schools namely

Mamolobe, Moepadira and
Mohwaduba

evaluated

were
for waste
separation and recycling. 6
drums given to schools for

waste separation at source.

Inspection of
premises fo
monitor
compliance.

To encourage
schools fo

separate waste for
recycling

Continuous
Inspection of
recycling

premises.

To encourage
schools to

separate waste for
recycling

Monitoring of | 1 x complia'nce monitoring | Appointments Ensure
Air  Quality | was conducted at Super Oil | €l2shing with | compliance  with
_ . ] other activities of | environmental
Industrial Mills Marble Hall the facility thereby | regulations.
facilities resulting in
postponement
Waste 31 waste permits for | effluent disposed Inspect
permits transportation of sewage | off improperly transportation  of
were issued waste
Complaints | A complaint on waste | A farrow for To engage DMR
discharged by Senate's | channelling storm | for addressing the
_ water comprising | ISSu€ ~ with
mine concerned mine.

of silt from the
mine had burst
and such waste
was washed into
the yards and
swept-away
toilets.
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3.5. EMERGENCY MANAGEMENT SERVIES 2021/ 2022 SUMMATIVE
STATISTICS

3.5.1. FIRE AND RESCUE OPERATIONS

| INCIDENT 'MW
Structural Fire 7 162
' Commercial Fire D
Motor Vehicle Accident T 275
Veld Fire ' i 81
W“‘*_R_‘Th
Special Service . 30
Hazmat Response 0
Water Rescue

3.5.2. EMERGENCY MANAGEMENT SERVICES TRAINING ACADEMY 2021/2022

TRAININGS

a. During the period under review, Firefighter 1 Course: registered with SAESI with
the no: SDM!FF/60/202.1 for external candidates and

b. Instructor Course (1041); registered with SAESI with the no. SDM/FSI1/09/2021
and

C. Firefighter 1 Challenge course registration no: SDM/FF1/29C/2022 to align Local
Government Sector Education and Training Authority (LGSETA) personnel
qualifications with SAESI.

3.5.3. FIRE SAFETY AND PREVENTION 202172022 SUMMATIVE STATISTICS

The annual fire safety and prevention unit summative stats on the table below cover
ali the twelve months proactive approaches to ensure compliance prior construction,
during construction and to existing constructions.
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2021/2022 stats

SECTION

CATEGORY Mid 3¢ 4% | Total |
Term Term Tgrm
Inspections
Meetings 58 32 23 [113 ]
Reports generated Yes(1)N/A{D) 60 32 41 123
Number of inspections Request 40 27 30 97 |
Compliant 5 |08 |15
Routine - 3 19 |25
.| Type of inspection F/L 19 19 12 50
Gas 6 6 21 33
Building 23 19 |16 |58
Transport Dangerous Goods | 13 1 0 14
2nd hand 0 0 0
Fire investigation 2 0 01
F/Works 0 0 0
Warnings 0 3 03
coc 3 7 0 10
Plan review
Reports Yes{1)N/A(0) 23 17 19 59
Type of plan F/L 8 02 14
Gas 0 5
Building 25 16 |19 |60
F/Works 0 3 0 3
Approved C{1) NYC {0} 10 6 10 26
TOTAL 288 202 (224 {714

3.6. DISASTER MANAGEMENT SERVICES 2020 / 2021SUMMATIVE

STATISTICS

Disaster Management is an integrated and coordinated function, that focuses on
preventing and reducing the risk of disasters, mitigating the severity of disasters,
emergency preparedness, rapid and effective response to disasters, and post

disaster recovery and rehabilitation.
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Disaster Management is further g:ided by the disaster man: ;ament Act 57 of 2002
as amended, as well as the disaster management framework of 2005 under the four
KPA's and three enablers, namely:

KPA 1 . Institutional Capacity

The main objective is to establish integrated institutional capacity within the district to
enable the effective implementation of disaster risk management policies and
legislations.

KPA 2 . Disaster Risk Assessment

The objective is to establish a uniform approach to assessing and monitoring
disaster risks that will inform disaster rigk management planning and reduction
undertaken by disaster management within the Sekhukhune district and other role
players.

District disaster risk assessment is conducted as and when disaster incident is
reported and it is through these assessments that relief is provided to the assessed
disaster victims.

KPA 3 . Disaster Risk reduction

Disaster Management plans for Sekhukhune District Municipality were reviewed and
adopted by council structures, and are implemented as per each local municipality to
prevent and mitigate disaster risks. The plan is serving as the guiding and
coordinating policy instrument for insuring an integrated and uniform approach to
disaster risk management by all organs of state and other institutional role players.

KPA 4 . Response and Recovery
The key objective is to ensure effective and appropriate disaster response and
recovery such as:
* Implementing a uniform approach to the dissemination of early warnings and
implementing immediate integrated and appropriate response and relief
measures when disasters occur or threatening to occur.
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Enabler 1 . Information Managerrient anc zommur:ication

Objective: to guide the development of a coriprehensive infornation management,
communication management and communication system as well as establishing
integrated communication links with all disaster management role players.
Sekhukhune district disaster management centre currenfly does not have
communication systems in place to provide an institutional resource database,
facilitate information, and provide risk analysis for disaster risk assessments and
mapping for the district.

Enabler 2 . Education, Training, Public awareness and Research.
Objective~ to promote a culture of risk avoidance among stakeholders by

capacitating role players through awareness campaigns.

Enabler3  : Funding Arrangements

Objective- To establish mechanisms for the funding of disaster risk management,

District and its Local Municipalities conducted preliminary impact assessment in
respect of 191 Disaster incidents reported which were due to structural fire and
storm as per attached list below.
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Blankets 605 402 203 | R220.00 | R133,100.00
Sponges 305 214 91 ] R150.00 | R45,750.00
Food Parcel 19 food parcels

donated by

Department of

Social

Development and
16 supplied by
Elias Motsoaledi
Local Municipality

Temporary 7 Temporary
shelters shelters donated
by COGHSTA
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4 Temporary
shelters supplied
by
Makhuduthamaga
Local Municipality

- 1

3.6.1. AWARENESS CAMPAIGNS

Forty (40) awareness campaigns were conducted on disaster mitigation strategies,
Crime, road safety, drug and alcohol abuse.

ohlaletsi Taxi Fetakgomo Tubatse | joint road safety 10/07/2021

Rank awareness campaign-

Mobile promotion and

education
Apel Cross Four | Makhuduthamaga | joint road safety 11/07/2021
Ways awareness campaign-

adult pedestrian safety

education
Leeuwfontein Ephraim Mogale District Joint road safety | 16/07/2021
Junction Local Campaign- NDAZI

operation
CIVIC Hall ward | Fetakgomo Tubatse Monitoring & 17/07/2021
36 Compliance o COVID-19

Vaccination
Modiadie High Fetakgomo Tubatse | Cyber bulling campaign | 04/08/2021
Schoo! (Ward 32) | Local Municipality
Ngwanatshwaane | Makhuduthamaga Debate on road safety 08/08/2021
high school Local Municipality competition awareness
{ward 20) campaign-
Matlala Ephraim Mogale LM | joint road safety 03/09/2021
Ramoshebo awareness campaign-
Moshate Mobile promotion and

education
Dilokong Traffic Fetakgomo Tubatse | District Participatory in 04/09/2021
Station Education and Training
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B {PET)
9. Moses Mabotha | Fetakgomo Tubatse | Career Expo 10/09/2021
Hall
10. Swartkop Road Ephraim Mogale ILM | Joint road safety 08/10/2021
Along awareness campaign
N11/D4190/R25
11, Ephraim Mogale | Ephraim Mogale | District Drivers 07/10/2021
Local/Testing : Competition/ October
Station Transport Months
12. Marble Hall Road | Ephraim Mogale LM | Joint road safety 05/11/2021
N11/R25 awareness campaign
13. Madibong Clinic | Makhuduthamaga Disaster Risk Reduction | 26/11/2021
(Ward 19) LM Awareness Campaign
14. Masemola SAPS | Makhuduthamaga Joint road safety 09/12/2021
Local Municipality awareness campaign
15. Bordershook and | Fetakgomo Tubatse | Joint road safety 2411212021
Steelport Points | Local Municipality awareness campaign
16. Ephraim Mogale Ephraim Mogale Joint road safety 21/01/2022
Town Local Municipality awareness campaign
17. Masemola High Makhuduthamaga Back to school campaign 26/01/2022
Schoeol Local Municipality
18. Tshehlwaneng Fetakgomo Tubatse | joint road safety 04/02/2022
Junction awareness campaign on
Public transport operation
19. Steelpoort Junction | Fetakgomo Tubatse joint road safety 11/02/2022
awareness campaign-
Operational road safety
outreach on drivers
education
20. Department of Fetakgomo Tubatse Joint awareness outreach | 14/02/2022
Public Works— Apel campaign on fire safety
21. Manganeng Clinic | Makhuduthamaga Basic fire fighting Training | 16/02/2022
and emergency evacuation
plan
22. Moomane SASSA | Ephraim Mogale Disaster risk awareness 10/03/2022

127



paj} point

127

camnpaign
23. Nebo Police station | Makhuduthamaga Career Expo by Minister of | 11/03/2022
Mineral resources and
Energy
24, Maandagshoek Fetakgomo Tubatse | Basic fire fighting training 16/03/2022
Health Centre and Emergency
Evacuation plan
25. Tsimanyane Ephraim Mogale Disaster risk awareness 22/03/2022
campaign
26. Slovo sports Elias Motsoaledi Disaster risk awareness 23/03/2022
ground campaign
27. Burgersfort Clinic Fetakgomo Tubatse Basic fire fighting training 23/03/2022
and Emergency evacuation
plan
28, Schoonhoord Clinic | Makhuduthamaga Basic fire fighting training 30/03/2022
and Emergency evacuation
plan
29. Phokoane Clinic Makhuduthamaga Basic fire fighting training | 31/03/2022
and Emergency evacuation
plan
30. Apel Cross Makhuduthamaga Easter Road Safety 15/04/2022
Awareness Campaign
31. Atok Fetakgomo Tubatse | Easter Road Safety 16/04/2022
Awareness Campaign
32. Eskom Park Elias Motsoaledi Easter Road Safety 17/04/2022
Awareness Campaign
33. Marble hall Town | Ephraim Mogale Easter road safety 18/04/2022
awareness campaign
34. Sekhukhune Elias Motsoaledi Earth Day Celebration 22/04/2022
TVET College and Awareness
campaign
35. Driefontein Ephraim Mogale Disaster management 24/05/2022

Community hall.

awareness campaign on
crime, drugs and alcohol
abuse
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36.

Clinic training and disaster
management
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Bothashoek Fetakgomo Tubatse | Basic fire fighting - T25/08 2022

37.

training and disaster
management

Driekop Clinic Fetakgomo Tubatse | Basic fire fighting 27/05/2022

38.

awareress campaign on
crime, drugs and alcohol
abuse.

Mogalatjane Ephraim MOgaIe Disaster management 09/06/2022

39.

training and disaster
management

Penge Clinic Fetakgomo Tubatse | Basic fire fighting 10/06/2022

40.

awareness campaign
and disaster
management

Ga- Riba Clinic Fetakgomo Tubatse | Basic fire fighting 15/06/2022

COMPONENT B: PLANNING AND DEVELOPMENT

3.7.  LOCAL ECONOMIC DEVELOPMENT
3.7.1. INTRODUCTION

Sekhukhune District Municipality (SDM) is responsible for facilitation and
coordination of Local Economic Development (LED) in the district as a whole as
provided for in the legislation. Section 26 (c) of the Local Government: Municipal
Systems Act, 2000 (Act No. 32 of 2000) which provides core components of
integrated development plans, states that an Integrated Development Plan must
reflect Council’s development priorities and objectives for its elected term, including
its local economic development aims and its internal transformation needs. Council's
LED priorities and objectives are packaged in the form of LED Strategy. SDM LED
Strategy was developed and approved by Council in 2019, it is currently under
implementation and is due for review in 2024/2025 financial year.

3.7.2. STATE OF THE DISTRICT ECONOMY
Economic growth is one of the main indicators of a progressing and developing
district. The main sectors of Sekhukhune District that contribute to the growth of the
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economy in the district are Mining and Community Services and Finance. Mining is
the biggest contributor in the economy of the district. Tourism althcugh it has not
reached its full potential and needs to be fully developed is however identified
together with Agricuiture and Mining as the main pillars of the economy of
Sekhukhune.

GRoss DOMESTIC PRODUCT BY REGION (GDP-R)

The Gross Domestic Product (GDP), an important indicator of economic
performance, is used to compare economies and economic states.

GROSS DOMESTIC PRODUCT (GDP) - SEKHUKHUNE, LIMPOPO AND
NATIONAL TOTAL, 2010-2020 [R BILLIONS, CURRENT PRICES]

2010 242

202.2 27480  12.0% T 0.88%
2011 269 2222 30237  12.1% 0.89%
2012 286 | 2385 32539  12.0% 0.88%
2013 305 2582 35400  11.8% 0.86%
2014 318 273.3 38053  11.6% 0.84%
2015 331 289.1 40499  11.4% 0.82%
2016 357 315.9 43591  11.3% 0.82%
2017 383 3406 46536  11.3% 0.82%
2018 39.9 3597 4873.9  11.1% 0.82%
2019 414 374.2 50776 11.1% 0.82%
2020 403 367.9 49730  11.0% 0.81%

Source: IHS Markit Regional explorer version 2142

With a GDP of R 40.3 billion in 2020 (up from R 24.2 billion in 2010), the
Sekhukhune District Municipality (SDM) contributed 10.96% to the Limpopo Province
GDP of R 368 billion in 2020. The SDM contributes 0.81% to the GDP of South
Africa which had a total GDP of R 4.97 trillion in 2020 (as measured in nominal or

current prices).SDM's contribution to the national economy stayed similar in
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importance .rom 2010 when it contributed 0.88% to South Africa, but it is lower than
the peak of 0.89% in 2011.

GROSS DOMESTIC PRODUCT (GDP} - SEKHUKHUNE DISTRICT MUNICIPALITY
AND THE REST OF LIMPOPO, 2020 [PERCENTAGE]

Gross Domestic Product (GDP)
Limpopo Province, 2020

¥ Sekhukhune
Source: IHS Markit Reaional eXplorer version 2142

The Sekhukhune District Municipality had a total GDP of R 40.3 billion and in terms
of total contribution towards Limpopo Province the Sekhukhune District Municipality
ranked lowest relative to all the regional economies to total Limpopo Province GDP.
This ranking in terms of size compared to other regions of Sekhukhune remained the
same since 2010. In terms of its share, it was in 2020 (11.0%) slightly smaller
compared to what it was in 2010 (12.0%). For the period 2010 to 2020, the average
annual growth rate of -0.7% of Sekhukhune was the fourth relative to its peers in
terms of growth in constant 2010 prices.

131



GDP CONTF .3UTION - LOCAL MUNICIPALITIES OF SEKHUKHUNE DISTRICT
MUNICIPALI. Y, 2020 [CURRENT PRICES PERCENTAGE]

Gross Domestic Product (GDP)
Sekhukhune District Municipality, 2020

Source: IHS Markit Regional eXplorer version 2142

The greatest contributor to the SDM economy is the Greater Tubatse/Fetakgomo
Local Municipality with a share of 43.86% or R 17.7 billion, increasing from R 11.3
billion in 2010. The economy with the lowest contribution is the Ephraim Mogale
Local Municipality with R 4.61 biifion growing from R 2.53 billion in 2010.

Economic GrRowTH FORECAST

It is expected that SDM will grow at an average annual rate of 5.52% from 2020 to
2025. The average annual growth rate of Limpopo Province and South Africa is
expected to grow at 3.88% and 2.69% respectively.

GROSS VALUE ADDED BY REGION (GVA-R)

The SDM's économy is made up of various industries. The GVA-R variable provides
& sector breakdown, where each sector is measured in terms of its value added
produced in the local economy.
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The summary tai = below puts the Gross Valye Added (GVA) of all the regioiis in
Perspective ta the., of the SDM.

GROSS VALUE ADDED (GVA) BY BROAD ECONOMIC SECTOR - SEKHUKHUNE
DISTRICT MUNICIPALITY, 2020 [R BILLIONS, CURRENT PRICES]

Agriculture. 119.6

8.4% 0.70%

Mining 15.9 927 371.9 17.2% 4.29%
Manufacturing 0.8 8.3 573.4 10.1% 0.15%
Electricity 1.0 14.6 167.2 7.0% 0.61%
Construction g5 7.8 140.2 6.4% 0.36%
Trade 4.3 496 655.2 8.6% 0.65%
Transport 1.1 16.2 396.4 7.5% 0.29%
Finance 5.0 47.3 879.5 10.5% 0.57%
Community 6.5 82.2 11253  7.99 0.58%
services
mwww

Industries .
Source: IMHS Markif Regional eXplorer version 21 42

sector at 18.1%, followed by the finance sector with 13.89, The sector that
contributes the least to the economy of SDM is the construction sector with a
contribution of R 501 million or 1.39% of the totai GVA,

ToTAL EMPLOYMENT
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TOTAL EMPLOYMENT - SEKHUKHUNE, LIMPOPO AND NATIONAL TOTAL,
2010-2020 [NUMBERS)]

2010 " 103,000 " 881,000 13,500,000
2011 107,000 906,000 13,700,000
2012 115,000 963,000 14,000,000
2013 122,000 1,030,000 14,500,000
2014 132,000 1,120,000 15,100,000
2015 141,000 1,200,000 15,600,000
2016 144,000 1,260,000 15,900,000
2017 147,000 1,310,000 16,100,000
2018 148,000 1,330,000 16,300,000
2019 146,000 1,330,000 16,300,000
2020 134,000 1,250,000 15,600,000

Average Annual growth
2010-2020 2.71% 3.55% 1.42%

Source: IHS Markit Regional eXplorer version 2142

In 2020, Sekhukhune employed 134 000 people which is 10.74% of the totai
employment in Limpopo Province (1.25 million), 0.86% of total employment in South
Africa (15.6 million). Employment within Sekhukhune increased annually at an
average rate of 2.71% from 2010 to 2020.

3.7.3. UNEMPLOYMENT

In 2020, there were a total number of 114 000 people unemployed in Sekhukhune,
which is an increase of 41 100 from 72 300 in 2010. The total number of unemployed
people within Sekhukhune constitutes 27.67% of the total number of unemployed
people in Limpopo Province. The Sekhukhune District Municipality experienced an
average annual increase of 4.60% in the number of unemployed people, which is
worse than that of the Limpopo Province which had an average annual increase in
unemployment of 3.10%.
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UNEMP:.OYMENT RATE (OFFICIAL DEFINITION) - SEKHUKHUNE, LIMPOPO
AND N.<TIONAL TOTAL, 2010-2020 [PERCENTAGE]

2010 "35.3% 24 6% " 24.9%

2011 32.3% 22.3% 25.1%,
2012 30.7% 20.8% 25.1%
2013 29.2% 19.3% 25.2%
2014 28.2% 18.2% 25.2%
2015 29.1% 18.6% 25.5%
2016 32.1% 19.7% 26.4%
2017 33.1% 20.0% 27.2%
2018 33.2% 19.7% 27.4%
2019 35.6% 21.0% 28.4%
2020 40.0% 24.0% 29.9%

Source. IHS Markit Regional eXplorer version 2142

in 2020, the unemployment rate in Sekhukhune District Municipality (based on the
official definition of unemployment) was 39.99% which is an increase of 4.69
percentage points. The unemployment rate in Sekhukhune District Municipality is
higher than that of Limpopo. The unemployment rate for South Africa was 29.93% in
2020, which is a increase of 5 percent from 24.93% in 2010.
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HUMAN Di:veELOPMENT INDEX (DI}
HUMAN DEVELOPMENT INDEX (HDI) - SEKHUKHUNE, LIMPOPO AND
NATIONAL TOTAL, 2010, 2015, 2020 [NUMBER]

Human Development Index (HDI)

08 - nukhune Limpopo and National Total, 2010, 2015, 2020
0,7 e O

0‘6 7777777777777777777777 N '

0,5 '
04 -
0,3
02 §

0,1

0,0 S
Sekhukhune Limpopo National Total

22010 » 2015 22020

Source: IHS Markit Reagional eXplorer version 2142

In 2020 Sekhukhune District Municipality had an HDI of 0.637 compared to the
Limpopo with a HDI of 0.66 and 0.706 of National Total as a whole. Seeing that
South Africa recorded a higher HDI in 2020 when compared to Sekhukhune District
Municipality which translates to worse human development for Sekhukhune District
Municipality compared to South Africa. South Africa's HDI increased at an average
annual growth rate of 1.88% and this increase is lower than that of Sekhukhune
District Municipality (2.71%).
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3.7.4. GINI COEFRICIENT

GINI COEFFICIENT - SEKHUKHUNE, | IMPOPO AND NATIONAL TOTAL.
2010-2020 [NUMBER]

Gini coefficient
Sekhukhune, Limpopo and National Total, 2010-2020

0,86 oo
0,64
0,62 -
0,60 -
0,58 ---
0,56 -

0,54 -

0,52 -

0,50 . 2 B2 8 3 R B
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

= Sekhukhune m Limpopo ® National Total

Source: IHS Markit Realonal eXplorer version 2142

In 2020, the Gini coefficient in Sekhukhune District Municipality was at 0.579, which
reflects a increase in the number over the ten-year period from 2010 to 2020. The
Limpopo Province and South Africa, both had a more unequal spread of income

amongst their residents (at 0.602 and 0.635 respectively) when compared to
Sekhukhune District Municipality.

3.8. LOCAL ECONOMIC DEVELOPMENT INITIATIVES

The following' is progress made in terms of coordination and facilitation of local
economic development from 01 July 2021 to 30 June 2022:

3.8.1. TOURISM DEVELOPMENT

3.8.1.1. 2021 Provincial Tourism Month Launch

LEDET in collaboration with LTA, SDM and Ephraim Mogale Local Municipality
launched Provincial Tourism month in Sekhukhune District on the 03 and 4t
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September 2021 and clo :ed it on the 29" .nd 30t September 2021 in Burgersfort
with + 50 Tourisrn Estahlishment and Products owners benefiting from marketing

exposure and selling of the products. The theme of the Tourism Month was "Re-
igniting Domestic Travel”.

3.8.1.2. Establishment of Sekhukhune District Tourism Association ,
The Municipality managed to establish Sekhukhune District Tourism Association with
the Executive Committee elected on the 12t November 2021 after the 4 local
municipalities established local Tourism Associations. The association developed its
constitution on the 9" December 2021. The municipality planned to launch the

association in September 2022 for the launch to coincide with the Tourism Month.

3.8.2. AGRICULTURE DEVELOPMENT
3.8.2.1. Agri Park Programme
Development of Agri Hub Site

DALRRD fenced the Agri-Hub site with 1.8 High Steel Palisade fence and the project
value was R2,993,373.23. The construction work was completed on the 20 of

December 2021. The project managed to create 11 work opportunities for a period of
3 months

3.8.2.2, Farmers Support through the FPSU

Department of Agriculture tand Reform and Rural Development (DALRRD)
supported 797 farmers/projects around the Vieeschboom Farmer Production Support
Unit (FPSU) with production inputs for 1 hectare each during October 2021. This is
an effort to promote cultivation of grains around the FPSU to make farmers ready to
utilise the services which the FPSU will provide when operationalised.

3.8.2.3. Farmers Support
As part of farmers support, Limpopo Department of Agriculture and Rural
Development (LDARD) supported the following projects:
v" Magadimana Project (Budget R3,500,000.00)
Activates - 20 ha Debushing & land preparation,4 km fence, 20 ha irrigation

system, upgrade pump station, citrus establishment, storage shed, ablution
facilities.

v Ditsebe Ngwana Mobu Project (Budget R2,424,000.00)
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Activities - Reservcir, cenfre pivot ¢i 6 ha? ha shade net & package
shed/cooler.

v" Mogalatjane irrigation Scheme (Budget R3,000,000.00)
Activities - Installation of irrigation system on 132 ha , fence repair and pump
house repair.

3.8.2.4. Farmer Support through Fetsa Tlala Programme.

LDARD Budgeted R15,180,000.00 for Fetsa Tlala Programme and managed to
supply production inputs to crops and animal farmers and rendering of
mechanization services. Progress made-1289 farmers were supported with
production inputs and mechanisation for 1 hectare each during the financial year.

Department of Agriculture, Land Reform and Rural Development (DALRRD)
supported the following projects:

Grootboom -R9,184,550.00 (agricultural support fund); The project was supported

with a tractor, farm implements and livestock (61 Bonsmara Cows & 4 bulls).

Expenditure to date is R1,477,520.00.

Vleeschboom FPSU-R5,400,000.00. The fund is for completion of outstanding
infrastructure work at the Vleeschboom FPSU. An engineer to design the work was
appointed and the designs were completed as at the end of the financial year.

3.8.2.5. MINING DEVELOPMENT
3.8.2.6. Fetakgomo Tubatse Special Economic Zone (FTSEZ)

The following milestones have been achieved in the facilitation of FTSEZ:

* LEDA has through its service provider Enviroexelience submitted an
Environmental Impact Assessment Report.to LEDET and is awaiting for a
decision.

» The Deputy Minister of the Department of Trade, Industry and Competition
visited the SEZ project on the 28" October 2021 to consolidate support for the
facilitation of FTSEZ.

» Sekhukhune District Municipality seconded 2 officials {Engineer and Senior
Town Planner) to augment FTSEZ Project Management Unit,

* A tender for appointment of Professional Service Provider (PSP) for the
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3.8.3.

design and implernentation of integrated security infrastructure as in perimeter
fence, fire breaks, secunly guard house, access gate and CCTV system
phase 1a was closed on the 25" February 2022 and a contractor was
appointed.

A tender for appointment of PSP to conduct the Township Establishment for
FTSEZ was closed on the 25" February 2022 and a contractor was
appointed.

A tender for appointment of PSP for the development of Regional Industrial
Development Master Plan for the region and FTSEZ was closed on the 3
February 2022 and a contractor was appointed.

A Professional Service Provider (Mahube Training and Development) to
conduct Skills Audit in the entire Sekhukhune District was appointed.

FTSEZ Political Steering Committee was resuscitated and held on the 23
February 2022 and reviewed the Steering Committee draft Terms of
Reference,

Community and Stakeholders engagement plan has been developed and it is
ready to be rolled out.

A Quadripartite Agreement between DTIC, LEDET, Fetakgomo Tubatse Local
Municipality and Sekhukhune District Municipality (SDM) has been finalised
and it was submitted to DTIC for finalisation.

5 companies ready to locate in the SEZ site was under due diligence & final

commitments to be secured soon

Integration of Mining Input Supplier Park into the FTSEZ is in the pipeline.

INFRASTRUCTURE DEVELOPMENT

Malekana Steel Bridge Replacement Project

Department of Mineral Resources and Energy (DMRE) facilitated an initiative to
replace Malekana Steel Bridge. The initiative is a joint collaboration of DMRE, Mining
Companies operating in Sekhukhune District, Sekhukhune District Municipality
(SDM), Sekhukhune Development Agency (SDA), Fetakgomo Tubatse Local
Municipality (FTLM), Limpopo Department of Public Works, Roads and Infrastructure
(LDPWRI) and Road Agency Limpopo (RAL). The project includes construction of a
new bridge and refurbishment of the old bridge as a pedestrian bridge and a
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monument.  According to the preliminzry designs and  financial projections,
construction of the new bridge will cost R69,600,000.00 and refurbishment of the
steel bridge as a monument will cost R 10,000,000.00 with the overall amount of R
79,600,000.00.
The project obtained financial assistance from mining companies and the following
mining companies contributed towards the Steel Bridge Replacement Project fund:

» Dwarsrivier Chrome Mine (Pty) Ltd

¢ Rakhoma Mining Resources (Pty) Lid

¢ Glencore South Africa (Pty) Ltd

* Rustenburg Platinum Mines (De Brochen) (Pty) Ltd

¢ Samancer Chrome (Pty) Ltd

e Samancor Chrome (Pty) Ltd

» Booysendal Platinum (Pty) Ltd

» Tjate Platinum Corporation (Pty) Ltd

» Two Rivers Platinum

» Road Agency Limpopo (RAL)

Road Agency Limpopo is the implementing agent of the project starting from design,
procurement of service providers to monitoring and evaluation of the construction
process. Available Budget allocated towards cost of design and construction of the
new bridge with associated roadworks and rehabilitation of the existing was
R80,100,000.00. The project was at design stage and according to the preliminary
plan the project was planned to be completed by December 2023.

3.8.4. FACILITATION OF ECONOMIC DEVELOPMENT FORUMS

Section 4 of the Intergovernmental Relations Framework Act 2005 (Act No.13 of
2005) read together with Chapter 3 of the Constitution of the Republic of South
Africa provides for the establishment of Intergovernmental Relations (IGR) Forums.
Departments of Planning and Economic Development in the local government
sphere quarterly hold technical IGR Forum meetings. The municipality successfully
facilitated 3(Agriculture, Tourism and LED) Economic Development Forums out of 4
planned.
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3.9.  2021/2022 FINANCIAL YEAE JOB REATIOCN TH: JUGH VARIOUS
PROJECTS AND EXPANDED PUBLIC WORKS PROG!- AMME {EPWP)

National Department of Public Works (NDPW) annually incentivize implementing
bodies with incentive grant allocation to augment job creation efforts. The
municipality was allcrated a total incentive grant amounting to R 8,180,000.00 for
2021/2022 financial year. The municipality through its various projects and
programmes including EPWP incentive grant managed to create 2540 job
opportunities. Out of the 2540 jobs that were created, 1394 were males and 1146
females. Youth comprised 1200 job opportunities and there were only 09 people
living with disabilities that were employed during the financial year.

3.10. SPATIAL RATIONALE

3.10.1. SPATIAL PLANNING AND LAND USE MANAGEMENT ACT (SPLUMA)
IMPLEMENTATION

JOINT DISTRICT MUNICIPAL PLANNING TRIBUNAL (JDMPT)

The Sekhukhune JDMPT lapsed in March 2021 and contract was extended in
August 2021 to allow the smoothing running of the tribunal while busy with re-
establishment process as approved by Council of Sekhukhune District Municipality to
conclude. The reestablishment processes for the JDMPT were done in terms of
section 34 (1, 2 & 3) and 36 (1) (b) of the Spatial Planning and Land Use
Management Act, 2013 (Act No. 16 of 2013) read together with regulation 7 (1, 4 &
3) of the Spatial Planning and Land Use Management and General Matters, 2013.

District Municipality further approved the signing of new Modalities on the agreement
of the re-establishment of the Joint District Municipal Planning Tribunal by all its four
local municipalities and the appointment of Tribunal members by calling for the
nominations in terms of SPLUMA sub regulation 6 for a period of three (3) years.
Agreement on the Modalities for the establishment of a Joint District Municipal
Planning Tribunal and the appointment of the Tribunal members was prepared in
terms of section 34 (1, 2 & 3) and 36 (1) (b) of the Spatial Planning and Land Use
Management Act, 2013 (Act No.16 of 2013) read together with regulation 7 (1, 4 & 5)
of the Spatial Planning and Land Use Management and General Mafters, 2013.
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The process of appointing new JDMPT members were concludec on the 15t May

2022, where new modalities were signed by all four local municipalities within the
district.

The following development applications were administered by the JDMPT per local
municipality during the financial year;
T !s.;z'-"

. Elias Motsoaledi Local 6 -appiications 4 Applicatiﬁhs épproved .
Municipality received and 2 referred
Ephraim Mogale Local 5  applications | 4 Applications approved
Municipality received and 1 referred
Fetakgomo Tubatse Local 5 applications | 3 Applications approved
Municipality received and 2 referred
Makhuduthamaga Local No applications | None
Municipality were received
Total applications in Sekhukhune 16 apb_lications 11 - Applications
received approved and 5
referred

3.10.2.3. LAND FOR MUNICIPAL OFFICES

The formal workshop which was planned for August 2021 did not take place. The
National and Provincial Treasury were supposed to present different options
available, which will also provide clarity to 30% and the PPP benefits requested by
Pedi Mamone. Makhuduthamaga, Sekhukhune District and LDPWRI managed to
sign the confirmation for acceptance of hectors issued by Pedi Mamone.
Makhuduthamaga also committed in writing to appoint the land surveyor for the
respective land. The Sketch diagrams for District offices and municipalities by
CoGHSTA were finalized and forwarded to LDPWRI for valuation.

On the 11" December 2021 pre-community resolution meeting was held at Pedi
Mamone Tribal Authority, where a 21 days' notice for signing final community
resolution was issued on the 13" December 2021. The meeting for issuing final
community resolution took place on the 5" February 2022, where Pedi Mamone
Tribal Authority obtained three community resolutions for the development of
municipal and districts offices, the construction of Mall and private hospital. The
resolutions were signed off separately by various community members.
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3.10.3. SPATIAL DEVELOPMENT FRAMEWORK (£DF)

The Spatial Development Framework (SDF) is a core component of the
Municipality's economic, sectorial, spatial, social, institutional, and

environmental vision.

SDM has in the 2017/18 financial year reviewed the SDF in terms of Chapter
4, section 12 & 20 of Spatial Planning and Land Use Management Act, 2013
(SPLUMA) (Act No.16 of 2013) stipulating that Municipal Spatial Development
Framework must be prepared as part of a Municipality's Integrated
Development Plan.

Sekhukhune District Municipal Council has on resolution OC 04/03/19
adopted the municipal Spatial Development Framework and place a notice in
the Provincial Gazette.

The SDF for Sekhukhune was prepared with the alignment of the Limpopo
Development Plan (2015-2020) which was built on the Limpopo Provincial
Growth and Development Strategy (PGDé) and the Limpopo Economic
Growth and Development Plan (2009-2014) which are aligned to the National
Development Plan.

The vision is to fulfil the potential for prosperity of the District in a socially
cohesive, sustainable, prosperous, and peaceful manner. This was attained
by emphasising participatory leadership aimed at promoting excellence and
an entrepreneurial spirit, improved service delivery, facilitation of decent job
creation and systematic poverty reduction.

For the Financial year under review, a total of 6 Development Applications
were approved in line with the Spatial Development Framework. Due to the
consistent covid 19 protocols, the development applications were not
submitted in large numbers.

The District Municipality facilitated the Spatial Development workshop for
Traditional Leaders and Councillors during 2017/18 and 2018/19. The
Traditional Leaders requested that further workshops be on hold until their
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national SPLUMA concerns are addressed by the Minister of Rural
Development and Land Reform.

3.10.4.CHALLENGES ON SPATIAL DEVELOPMENT
+ Unresolved and competing land claims in the area threaten to destabilize
future development.

« Growing of Informal settlements and housing backlog as mining activities
intensify.

Competing land uses (i.e., the mining and agriculture, Commercial, etc.)

cause spatial, social, environmental, and economic constraints.

* Poor implementation of sector plans (SDF, LUS) and Polices by the
municipalities
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CHA [ER FOUR: ORGANISATIONAL DEVELOPMENT Pi:RFORfANCE

41. ORGANISATIONAL DEVELOPMENT PERFORMANCE

Sekhukhune District Municipality through its Performance Management System

developed the Service Delivery and Budget Implementation Plan (SDBIP) for
202172022 financial year.

The District Municipality had planned to achieve a total of 186 targets for the
2021/2022 financial year. The Municipality managed to achieve 110 of the 186 set
targets which is an equivalence of 59% and 76 set targets were not achieved.

However, the municipality has declined with 4% from the previous financial year. The
Department of Infrastructure and Water Services [as the key Department of the
district] with 47 targets and only achieved 8 targets at 17%. Due to poor provision of

water services to communities, the Municipality faces challenges of community
unrest.

The Department is constantly experiencing challenges relating to slow procurement
processes, lack of source developments, poor performance by contractors and
inability of ESKOM to provide electricity to water sources.

Table 1 below is an executive summary of the performance per the Key
Performance Areas for the 2021/2022 financial year:
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Table 1:
KEY PERFORMANCE | 2020/2021 2021/2022 PERFORMANCE
AREAS PERFORMANCE
NUMBER OF | NUMBER OF NUMBER OF %
% ACHIEVED SET ACHIEVED TARGETS ACHIEVED
TARGETS TARGETS NOT
ACHIEVED

:"i*nfrastructure & Water 29% 47 ] 08- T 39

Services

Community Services 100% 18 18 - 100%
TOTAL 45% 65 26 39 40%

Office of the Executive 75% 22 16 06
Mayor

72%
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"G ce of the Iiunicipal 70%, 18 15 i3 83%
Manager

| TOTAE ) h 4 T

Cdmorate Services

IOP, PMS & Legal 93% 13 10 04 76% |
Services
TCTAL 84, 39 27 12 1%

TOTAL 55% 15 08 07 53%

“TOTAL o 75% 04 04 - 100%

TABLE 2: ANNUAL PERFORMANCE AS PER DEPARTMENTS

(DEPARTMENT . "[NO.OF  [TARGETS - |TARGETS [%

Infrastructure & Water 47 08 39 17%
Services

Community Services 18 18 - 100%
Corporate Services 26 18 08 69%
Municipal Manager’s Office 27 22 5 81%
Office of the Executive Mayor 22 16 06 72%
Office of the Speaker 13 10 03 76%
Budget & Treasury Office 15 08 07 53%
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Planning & Economic 18 10 8 55% |
Development
Total 186 110 76 T 59%

A full excel report outlining set targets, achieved targets and targets not achieved
with reasons for non-achievements is attached as Annexure APR1.

Below is a graphical depiction of the overall performance of the Municipality in the

financial year 2021/2022:

12021/2022 ANNUAL PERFORMANCE

Figure 1

There are number of challenges as to why some targets could not be achieved by

the municipality. The challenges are outlined in the Annual Performance Report per
KPA. These can be summarised as follows:

Measures to improve performance

Challenge

Measures to improve performance

The poor quality of technical reports due
to fack of technical capacity within the
Municipality

Experienced PSP's to be appointed and monitored, The
existing design committee to be strengthened for reviewing
technical reports prior to submission to Department of
Water & Sanitation (DWS) & Bid Specification Committee
(BSC). MISA has deployed officials to support the
Municipality.

Poor planning due to lack of capacity
within the planning department of the
municipality

MISA has deployed professional engineers to support the
Municipality

Lack of alignment in terms of
(knowledge, experience and
| qualifications) against the functions &

Technical skills audit, structured skills development &
training for technical personnel by MISA
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14¢

_organisational stri-uture

Inadequate application of Project Continuous technical skills training & deve opment through

Management Techniques in Planning & | SAICE training programme.

Implementation of projects MISA is providing training combined with on-the-job
training.

Disagreement between Traditional Extensive consultation before the approval of the project

Leaders on land where projects are to be | by DWS.

implemented. One village does not Obtain prior approval of Traditional Leaders for the

agree to share with neighbouring projects to continue.

community.

Lack of water source within the region. At planning stage, the quality and quantity of underground

Sometimes the qu:ality of water cannot water must be determined before the technical report to
be used for consumption which compels | drill a borehole is submitted for funding.

the Municipality to stall the projects.
Additional funding will therefore be
required to build a package plant.
This funding acquisition process takes

time.

Delays by ESKOM to energise Submit application for connection to ESKOM grid at the
completed projects for commissioning planning stage of the projects to accommodate their
sourcing period.

Structuring of the RBIG to be paid to the | Engage the National Treasury to transfer the RBIG grant

Municipality via DWS whereas the directly to the municipality

DORA allocates it directly to the

Municipality. DWS delays the payment of

service providers funded from this grant. -

2021/2022 AUDITOR’S GENERAL OPINION ON AUDIT OF PERFORMANCE

The Auditor General of South Africa audited the performance for the Key
Performance Area of Basic Service Delivery. The opinion expressed was qualified
and the following were the basis for the opinion,

REPORT ON THE ANNUAL PERFOMANCE REPORT (APR)

1. Supporting evidence differ from the reported achievements-Recurring

2. Performance indicators were not well defined targets were not specific and
measurable -New

3. Reported target were not consistent when compared with the planned target -
Recurring

4. Achievement reported in the annual performance report materially differed from
the supporting evidence-Recurring
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CCGUPONEMT Az IM . RODUCTION TO MUNICIPAL PERSONNEL
4.1.1 INTRODUCTIC:N

In terms of the White Paper on Human Resource Management in the Public Service,
HR management will result in diverse competent and well-managed workforce;
capable of and committed to delivering the high-quality services to the people of
South Africa. It should be a model of excellence in which service to society stems
from individual commitment instead of compulsion. The mission of the White Paper
also emphasises that the management of people should be regarded as a significant
task for those who have been charged with the responsibility and should be
conducted in a professional manner. In the same breath, Section 57 of the Municipal
Systems Act, 32 of 2000 requires the municipalities to develop and adopt
appropriate systems and procedures to ensure fair, efficient, effective and
transparent personnel administration. The above legistations direct Municipalities to
put in place HR policies, procedures, practices and strategies that will enable the
attainment of the organizational strategic objectives. Human Resource is an
important role player and an enabler in this regard. In order to succeed the mission
and vision of Human Resource unit should be aligned to those of SDM and the IDP.

4.1.2. Human Resource Vision and Mission
41.21. HR Vision.

To be a unit that champions effective, efficient and economic human resource
support service

4.1.2.2. HR Mission Statement

To provide human resource service through high impact, sustainable and strategic
objectives to attain shared growth and productivity through:

» Provision of recruitment, selection and appointment of staff

» Provide staff retention and terminations

» Provision of leave administration

» Provision of employees benefits administration

» Provision of HR policies and procedures development

e Implementation of Employment equity Act

¢ Provision of training and development

» Provision of performance management system

¢ Provision of employee database

4.1.3. Legal Framework

Human resource derives its mandate from, inter-alia, the following legislative
prescriptions:

¢ The Constitution of RSA ( Act, 108 of 1996)
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* The Basic >onditicns of Employment Act, 75 of 1997

* Employmeitt Equity Act, 55 of 1998

» Skills Development Act, 97 of 1998

» Labour Relations Act, 66 of 1995

¢ Municipal Systems Act, 32 of 2000

» The White Paper on Human Resource Management in the Public Service.

4.2. EMPLOYEES

4.2.1. TOTAL NUMEER OF EMPILLOYEES, STAFF TURN- OVER AND

VACANCIES

» As per Organizational structure of the 2021 / 2022,810 posts were filled.

This means that the total number of personnel was 810 at the end of
June 2022 As at the end of June 2022, there were 253 Community
Volunteers, which does not form part of the 810 number of employees,
The following positions were vacant at the end of June 2022: Chief
Financial Officer, Director Corporate Services and Director IWS.

* Abreakdown of the posts in the organization is reflected in the table
below:

4.2.2. Total Number of Employees

Executive Mayors Office

Office of the Speakers 18 8

MM's Office 15 7 8
CPS 59 33 26
BTO 55 35 20
PED 8 5 3
Bareki Mail 6 2 4
AB Skhosana 35 13 22
Disaster Management 5 1 4
Ephrairn Mogale 11 5 6
Makhuduthamaga 19 3 16
Tubatse 10 2 8
Mashilabela 8 4 4
Community Services Health 20 14 6
Bareki Mall 39 17 22
Fetakgomo 45 18 27
Makhuduthamaga 90 22 68 B
Elias Motsoaledi 135 48 87

151



' Tubatse

135 36 98
i Ephrair:: Mogale 45 8 - 37
Workshop 14 2 12

EPWP (COMMUNITY

OLUNTEERS

253

4.2.3. Senior management posts’ vacancy rate in comparison with the SDM
local municipalities for 2021-2022

Municipality Number of | Filled Vacant Vacancy
posts rate

Fetakgomo 8 6 2 25%
Tubatse

Makhuduthamaga 6 6 6 100%
Ephraim Mogale 6 5 1 17%
Elias Motsoaledi 7 3 4 57%
Sekhukhune 8 3 5 1%
Total 35 23 17 48%

[

4.3. HR ORGANISATIOMNAL POLICIES

A policy is defined as a system of principles to guide decision making and achieve
rational outcomes. In order for human resource practices to be fair, transparent,
effective, efficient, consistent and economic, the policies, guidelines and Standard
Operating Procedures should be developed in line with the applicable legislations for
attainment of the organizational imperatives as enshrined in the IDP. In compliance
with the above, the following CPS policies were developed/reviewed:

» Individual Performance Management Policy
e Training and Development Policy

e Standby and Overtime Policy

¢ Substance Abuse Policy

* Sexual Harassment Policy

» Job Evaluation Policy

» Recruitment and Selection Policy

¢ Bursary Policy

+ Local Labour Forum Policy

¢ Scarce Skills Policy
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Secondment Policy

Acting Policy

Cost Containment Policy

Succession Planning Policy

Employee Assistance Programme Policy
ICT Firewall Policy

ICT Disaster Recovery Policy

ICT Data Backup and Recovery Policy
Data Centre Access Control and Environment Policy
Subsistence and Travelling Allowance
Human Resource Unit has identified policies that are necessary in the
practice and are considered for development and also the Standard
Operating Procedures for all the developed/reviewed:

Official Working Hours
Business Code of Ethics Policy
Human Resource Development Strategy

Personal Clothing and Equipment Policy

Remuneration Policy

Managing Underperformance Policy
Fraud and Bribery Policy

Equality and Diversity Policy

Fleet Management Policy

Facility Management Policy
Personal File Access Policy
Bereavement and Funeral Policy
Gift Policy

NB Human Resource Unit has developed the HR Strategic Plan and it is on the
constiltation process

4.4. INJURY ON DUTY REPORT
Injury On Duty Report

The following is the Injury on duty report (Occupational Health and Safety -
accidents/ incidents) from July 2021 unti June 2022. This is done as per
Compensation for Occupational Injuries and Diseases Act no 130 of 1993 The
report is categorized as follows: (a) name of the employee, (b) claim number, (c)
employee identity number, (d) date of the injury, and (e) case progress. Below is the
table that illustrates the above-mentioned report:
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NAME OF THE |

EMPLOYEE

CLAIM
NUMBER

1D NUMBER

DATE
INCIDENT
/DIAGNOSIS

" OF

PROGRESS

Mashiye SS

11662271

6404105605081

15.12.2021

Final medical report indicating

permanent disablement was
submitted to
Fund.

recommended

Compensation
Employee was
for
compensation. Bank details of
the employee were requested
and submitted to for payment of

compensation.

Makola AK

11640988

6609125773087

08.11.2021

Final medical report depicting
no Permanent disablement of
the employee was submitted to
Fund.
finalisation letter issued with no

Compensation Claim

Permanent Disablement.

Matlou BR

11602594

7605160789086

18.08.2021

finalized on
12.01.2022. Employee suffered
no Permanent Disablement.

Claim was

Maponya MS

11600906

7904195393063

21.07.2021

The employee is still receiving

medical treatment as an

cutpatient

Phala MM

11606550

8410210369081

11.05.2021

Awaiting progress/final medical
reports from the employee so
that they can be submitted to
Compensation fund

Dhlamini MJ

11630256

8408105367087

17.08.2021

The
medical

employee is receiving
treatment as an

outpatient

154




154

Matemane KM | 1163024 | 8309151640 J | 11.11 3021 | Progress  medical reports

outstanding.

Ditshego WM 7708185529089 | 27.05.2022 Employee is receiving treatment

as outpatient

- Maseko AN 11721965 | 6812050770082 | 31.05.2002 Employee is receiving treatment

as outpatient

Maunatiala R 11720698 | 7310170330034 | 27.05.2022 Awaiting progress/final medical

report. Employee is receiving
treatment as outpatient.

Mahlare MS | 11727712 | 85102005774086 | 10.05 2022 Employee is receiving medical

treatment as outpatient

4.5. LABOUR RELATIONS CASES

In the year under review (2021-2022) the municipality had to contend with the
following cases affecting its employees. R '

Misconduct cases are dealt with in terms of $23 of the Constitution, Labour Relations
Act, and Disciplinary Procedure Collective Agreement, Municipal Systems Act {(code
of conduct for municipal staff members), SDM policies, SDM Circulars and other
labour legislations.

One (01) misconduct case was facilitated and not finalized.
Warning/s issued

No warning employees issued with a final written warnings Three in terms of
the Schedule 8 of the Labour Relations Act and Disciplinary procedure coliective
agreement.

Grievance cases

Grievance cases are dealt with in terms of 823 of the Constitution and Section C,
Ciause 13 of the SALGBC Main Collective Agreement.

Three (03) grievances was lodged and facilitated during the period under
review.

Dispute resolution

Dispute resolutions are dealt with in terms of the Labour Relations Act, SALGBRC
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Main Collective Agrcement, Commission for C: nciliation, Mediation & Arbitration
(CCMA) rules and otier labcur legisiations.

Three (03) labour disputes received and facilitated.

4.5. SKILLS DEVELOPMENT AND TRAININ

The following table indicates various programmes as well as budget commitments
undertaken by the Municipality to address the skills of its employees as well as the
general communities

4.7. TRAINING SPEND IN 2021/2022

ternal bsaries m 6696. | 664,396.00
Staff bursaries 569,482.00 569,482.00
WSP Implementation 474,569.00 474,569.00
‘gExperientiaI learning None None

Internship 124,800.00 124,800.00

4.8. BURSARIES
In the 2021/2022 financial year Sekhukhune District Municipality has been

supporting students financially to study for various programmes at Universities.

The municipality is currently providing financial assistance to needy students who
are attending various tertiary institutions. There are thirty two (32) students that are
currently in the programme through the internal bursary scheme that we provide.
These employees study in the various fields. There three students who are catered
through external bursaries.
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CHAPTER FIVE: FINANCIAL PF RFORMANCE

COMPONENT A

5.1. STATEMENT OF FINANCIAL PERFORMANCE

The total revenue realised by the SDM for the 2021/2022 financial year reported at
R1486 650 215 as compared to R1,731,632,364.00 for the 2020/2021 financial
year. Revenue from exchange items is summarised as follows:

Service charges which are sale of water and sewer services stood at
R94,213,108.00 as compared to R85,340,370.00 in the 2020/2021 financial year.

Interest from receivables stood at R16,324,673.00 as compared to R12,936,559.00
in the 2020/202 financial year. Other sources of revenue such as sale of tender

documents contributed R996,456.00 as compared to R80,746,670.00 in the .

2020/2021 financial year.

Interest on investments reported at R21,517,320.00 as compared to R15,003,055.00
in the 2020/2021 financial year. Actuarial gains stood at R4,136,237.00 while
previous year we have actuarial losses.

Revenue from non-exchange items reported at R1,486,650,215.00 as compared to
R1,731,632,364.00 in the 2020/2020 financial year. The bulk of the revenue from
non-exchange items is the government subsidies and grants which clearly indicate
that we are a grant dependent municipality.

5.2. Revenue sources

The chart below shows the proportions of revenue for 2021/2022 amount to
R1 486 650 215. The chart indicates that the municipality is still receiving a large
chunk of its revenue from government subsidies and grants at 89% R1 349 458 204.
Service charges had increased by -10%, which represent R94 213 108 compared to
the R85 340 370 of the previous financial year and Interest received from debtors
which is at -26% amounting to R16 324 673 compared to R12 936 559 of the
previous financial year. Furthermore, interest on investment is stated at -43% which
represent R21,517,320.00 as compared to previous year at R15,003,055.00.
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TABLE 1: 2020/2021 REVENUE

REVENUE FROM EXCHANGE TRANSACTION 2022 CHANGEIN % 2021 RESTATED
Service Charges | 94213 108,00 -10%  85340370,00
Interest received-Debtors 16324673,00 -26% 12936 559,00
Actual Gains 4136 237,00 0%

Other Income 996 456,00 98% 80746 670,00
Interestreceived -Investments 21517 320,00 -43% 15 003 655,00
Total Revenus From exchange transactions " o137 187 794,00 194026 654,00
Government grants & subsidies 1349458204,00 91% 1515621876,00
Public contributio &donations 0% 21 380000,00
Fines,penalties &forfiets ~4217,00 -10% - 3834,00
To_';qIRe_vernue frol_'n non ex;hgnggd transactfos 1349462421,00 1537 605 710,00
Total Revenue 1486 650 215,00 1731 632 364,00

REVENUE FROM EXCHANGE TRANSACTIONS AND
NON-EXCHANGE TRANSACTIONS

Total revenue from
exchange
transactions
3%

government grants
& subsidies
31%

Total revenue
35%

fines, penalties and
fortfeits

Total revenue from 0%

non exchange
transactions
31%

pdblic contributions
and donations
0%

5.3. Expenditure Management

The total expenditure for the municipality in 2021/2022 was at R1 179,216,837.00 as
compared to R1,155,870,690.00 in 2020/2021 financial year. The personnel costs
remain the largest item of expenditure in the 2021/2022 financial year at R403,875,
608.00 at 36% as compared to R407,232,659.00 in 2020/2021 financial year. This

relates to the payment of salaries and allowances for staff members in the district.

General expenses are the second biggest expenditure item at R212,862,344.00 at
17% compared to R196,273,759.00 for the 2020/2021financial year. The top five

general expense items relate to provision of security, lease rental and operating
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lease, fuel and lubricants, laboratories, and chemicals and v.:ll as consulting
professional services.

Bulk purchases become the third largest area in the expenditure items at
R167,797,563.00 at 8% compared to R162,186,318.00 in the 2020/2021 financial
year. Bulk purchases relate to purchase of electricity for water operations as well as

purchase of water from various service providers for provision to communities.

Depreciation and amortisation become the fourth largest expenditure at R116,366
974.00 at 8% as compared to R107,763,146.00 in the previous financial year.

Lease rentals on operating lease becomes the sixth largest expenditure at
R59,923,819.00 at 6% as compared to the previous year 2019/2020 at
R63,123,780.00.

Repairs and maintenance become the seventh largest expenditure at
R49,861,345.00 at 2% as compared to R41,887,543.00 in the previous financial

year. The municipality infrastructure has worn out causing repairs and maintenance
budget to increase.

5.4. Asset management

The Municipality has during 2021/2022 financial year used the appointed service
provider to deal with asset management matiers over the 12 months. During
2021/2022 all the movable assets have been dealt with, 100% of immovable assets
were verified and accounted for. The municipality is continuing the process to clean-
up immovable assets during 2021/2022 and beyond. It must be emphasised that
these immovable assets are mainly the water services infrastructure that were
transferred to the district municipality during the establishment of water services
authority and provider functions.

Thus, the municipality has several assets in the form of water and sanitation
infrastructure (immovable assets) as well as those assets that are movable (office
furniture and vehicles). In the 2020/2021 financial year the assets were at
R5,228,943,258.00 as compared to the 2020/2021 financial year at
R4,840,560,250.00 There was overall increase in the SDM assets. The total
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liabilities for the 2021/2022 financial year were at R669,561,89 00 compared to
2020/2021 financial year which stood at R588,612,462.00.

5.5. Net asset position = Assets: Liabilities

The Municipality has during 2021/2022 financial year used the appointed service
provider to deal with asset management matters on a three (3) years contract.
During 2021/22 all the movabie assets have been dealt with, 80% of immovable
assets were verified and accounted for. The municipality is contiﬁtzirwg the process to
clean-up immovable assets during 2022/2023 and beyond. 100% review of the
2020721 Fixed Asset Register has been performed. It must be emphasised that
these immovable assets are mainly the water services infrastructure that were
adopted from DWA and transferred to the district municipality during the
establishment of water services authority and provider functions.

Thus far the municipality has number of assets in the form of water and sanitation
infrastructure (immovable assets) as well as those assets that are movable (office
furniture and vehicles). In the 2021/22 financial year the assets were at R4,616,094,
238.00 as compared to the 2020/2021 financial year at R4,401,776,450.00. There
was overall increase in the SDM assets. The 2021/22 Fixed Asset Register has been
loaded on the Solar System for MSCOA Compliance and Additions for 2021/22 will
be updated monthly on the system

COMPONENT B: SPENDING AGAINST CAPITAL BUDGET

5.6. Grants received

Sekhukhune District Municipality received an amount of R1,349 458,204.00
for 2021/2022 financial year as compared to R1,515,621,876.00 for
2020/2021 financial year, The grants were received as follows:

Municipal Infrastructure grant (MIG) to the tune of R413,027,095.00 for
financial year 2021/2022 as compared to R460,140,845.00 for 2020/2021
financial year.

Rural Bulk Infrastructure Grant (RBIG) to the tune of R36,898,058.00 for
financial year 2021/2022 as compared to R71 616 837 for 2020/2021 financial
year.
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Water Services Infrastructure Grant (WSIG) to the tune of R8. 21,171.00 for
2021/2022 financial year as compared to the R29,027,423.00 received in
2020/2022 financial year.

The operating grants received was an amount of R890,911,880.00 for the
year 2021/2022 as compared with R954,830,271.00 for the 2020/2021
financial year. The operating grants were received as follows:

Equitable share received was R878,833,464.00 for 2021/2022 financial year
as compared to R942,825,416.00 for 2020/2022 financial year.

Rural Roads Assets Management Grant (RRAMS) we received zero for
financial year 2021/2022 as compared to R2,309,332.00 for the 2020/2021
financial year.

Expanded Public Works Programme (EPWP) to the tune of R8,180.000.00 for

2021/2022 financial year as compared to R6,294,000.00 for the 2020/2021
financial year.

Finance Management Grant (FMG) to the tune of R2,200,000.00 for the

2021/2022 financial year as compared to R2,300,000.00 for the 2020/2021
financial year.

5.7. Sources of finance for capital funding
TABLE 3
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2021/2022 GRANT RECEIVED

Municipal Infrastructure Grant (MIG) is the main source of funding for capital projects
at 90% in the 2021/2022 financial year as depicted in the table above. The second
highest is Regional Bulk Infrastructure Grant (RBIG) at 194% and Water Services
Infrastructure Grant (WSIG) as the third which stood at 336% of the total capital
funding in the 2021/2022 financial year.

5.8. UNSPENT GRANTS FOR

'GRANT AMOUNT NOT SPENT | AMOUNT NOT SPENT
IN 2021/2022 IN 2020/2021
MIG 5,874,155.00 47,086,615.00

COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENT

5.9. Cash equivalents

By the end of the financial year 2021/2022 Sekhukhune District Municipality closed
cash and cash equivalents of R398,717,988.00 as compared to R239,198,175.00 in
2020/2021 financial year.
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Cash flow from investing activities (purchase of plant ar i equipment) stood at
R333,302,495.00 financial year 2021/2022 as compared to R457,253,342.00
financiaf year 2020/2021 financial year.

5.10. Investments

By the end of the 2021/2022 financial year the municipality has short term

investment of R237,402,088.00 compared to R62 380 477 in 2020/2021 financial
year.

COMPONENT D: OTHER FINANCIAL MATTERS

5.11. Supply Chain Management

Procurement of goods and services done during the year were following supply

chain management policy and regulations. All SCM issues reported under
corporative governance.

5.12. Bid Committees

It is the competency of the Municipal Manager to appoint bid committees in the

municipality. All bid committees were established and functioned well. The following
committees were established:

s Specification
e Quotation
e Evaluation
¢ Adjudication
5.13. Oversight role of Council

The municipality has the following committees to play oversight role to Council and
its committees:

* Rules committee enforces council rules during council meetings.

. » Petition committee attend to petitions submitted to the municipality and
reports to council.
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» Ethics committee investigates the conduct of councillors.

¢ Municipal Public Account Committee (MPAC) ensures accountability of
administration to council and Audit committee which advice the municipal
council, the political office bearers the accounting officer and the management
staff of the municipality as reflected in section 166(2) of MFMA,

514, GRAP Compliance
~he annual financial statements (AFS) have been prepared according to GRAP

standards as required by the Municipal Finance Management Act, of 2003.
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CHAPTER SIX: AUDITOR GENERAL FINDINGS AND OPINION

COMPONENT A: 2021/2022 AUDITOR GENERAL OPINION AND FINDINGS

6.1. 2021/2022 financial year Auditor General South Africa (AGSA) Report and
findings
During the 2021/2022 financial year the Auditor General of South Africa issued a

Qualified Audit opinion. The municipality did not improve on the opinion as it is the
same as the previous year. The following were the basis for qualified opinion

Property, Plant and Equipment. (PPE)-Recurring

Prior Year Adjustments -Recurring
Commitments-Recurring

Receivabies from non-exchange transactions-Recurring
Receivable from exchange transactions-New

Net Cash flows from operating activities-Recurring
Iregular expenditure-New

@ N ek w2

Statement of changes in net assets-New

w

Contingent assets -New
10. Expenditure-New
11. Provisions-New

EMPHASIS OF MATTERS

1. Contingent liabilities -Recurring

2. Material losses -Recurring

REPORT ON THE AUDIT OF COMPLIANCE WITH LEGISLATION

1. Financial Statement, performance Report and Annual Report- Recurring
2. Expenditure Management-Recurring

3. Consequences Management-Recurring

4

. Procurement and Contract Management-Recurring
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REPORT ON Ti{E ANNUAL PERFOMANCE REPORT (APR)

1. Performance indicators were not well defined targets were not specific and
measurable -New

2. Reported target were not consistent when compared with the planned target

Recurring

3. Achievement reported in the annual performance report materially differed from
the supporting evidence-Recurring

The municipality has developed an action plan to address the issued raised by the

AGSA.

COMPONENT B: 2020/2021 AUDITOR GENERAL OPINION

6.2. Auditor General South Africa (AGSA) Report 2020/2021financial year

During the 2021/2022 financial year the Auditor General of South Africa issued a

Qualified Audit opinion. In terms of the audit report there were five (5) matters for
. basis for qualified opinion

o M P =

Contingent liability
Material losses
Irregular expenditure
Fruitless expenditure

Unauthorised expenditure

In terms of the audit report there were 8 matters that the district municipality
has to address which have material impact to the opinion (Emphasis of matter
paragraphs). The following emphasis of matters were raised

o N o o bk b=

Commitments

Inventory

Employee related Cost

Buik Purchases

Revenue from non-exchange transaction
Prior year adjustment

Net cash from operating activity
Property, Plant and Equipment
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Further the audite: general reported the five (5) additional important matters on Audit
of Performance Objectives which the municipality should also address to achieve
clean audit report. Issues on AOPO are more on Consistency, Verifiable,
Accuracy, Completeness and Validity. They have also reported five (5) important
matters on compliance matters 1.Annual financial statements, Performance and
Annual Report 2. Expenditure management, 3. Procurement and contract
Mmanagement 4. Consequences Mmanagement and strategic planning and
Performance Management

6.3. Auditor General South Africa Report progress on findings for 2020/2021
financial year

During the 2020/2021 financial year the Auditor General of South Africa issued a
Qualified Audit opinion with 5 matters for basis for qualified opinion and 8 matters
that had material impact, The municipality had 73 matters inclusive of management
report. Out of 73, 69 were addressed as at end of June 2022 at 95%. 4 of the issues
not addressed will be addressed in the coming financial year of 2022/2023

In terms of audit of performance information only Basic Service Delivery key
performance area was audited. Qualified Audit Opinion was issued. The challenges
of accurate evidence, consistency, verifiable and completeness were recorded and
led to the municipality to maintain the Qualified Audit Opinion,

CONCLUSIONS

The Annual Report for 2021/2022 financial year is hereby presented to reflect the
performance of the municipality during the period under review. Many challenges
remain to be resolved and it requires the collaboration of all stakeholders to put their
shoulders behind the wheel to ensure that service delivery is achieved whilst at the

same time proper administrative systems and processes are also put in place to
comply with best practices.

This Annual Report must not be read in isolation, the annexures to the Annual
Report as stated below are also central towards overall understanding of the Annual
Report hamely:

Annexure A: Audited Annual Financia! Statement 2021/2022
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Annexure B: Audit F-eport SDM & SDA
Annexure C: SDBIP Cumulative Performance Report 2021/2022
- Performance of Service Providers Report 2021/2022
Annexure D: Sekhukhune Development Agency Annual Report 2021/2022
Annexure E: Audit Committee Report 2021/2022
Annexure F: Audit Action Plan 2021/2022
Annexuré G: Community consultation Report 2021/2022
Annexure H: Oversight Report 2021/2022

Glossary

Annual Financial Statement: the statement that reflects the financial position of the
municipality regarding the revenue and expenditures, the statement also shows
whether the municipality will be able to operate in the next twelve months based on
its assets and liabilities using a formuia on financial ratio to determine health.

Annual Report: report that is compiled by the municipality indicating overall
performance of the organisation in all key areas of service delivery and institutional
performance, the report is compiled in terms of Local Government Municipatl Finance
Management Act, 2003 and submitted in the beginning of the third quarter of the

municipal financial year to Council and other legally established structures for review
and consideration

Governance: refers to establishment and implementation of systems, processes,
and procedures to ensure that the municipality and/or organisation complies with the
laws, protocols, codes, standards for the purposes of managing risk and internal
controls which applies here in South Africa and internationally

Integrated Development Plan (IDP): A five-year strategic plan undertaken bya
municipality outlining the key projects and programmes to be implemented by the
Council which is prepared in accordance with the Local Government Municipa!
Systems Act, 2000 (Act 32 of 2000). The IDP can be reviewed annually in
accordance with a prescribed process.

Risk Assessment overali process of risk identification, risk quantification and risk
evaluation in order to identify potential opportunities and minimise loss

Risk management. the identification and evaluation of actual and potential risk
areas as they pertain to the organisation as a total entity, followed by a process of
either avoidance, termination and transfer, tolerance, exploitation, or mitigation of
each risk, or a response that is a combination or integration.
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Servic : Delivery and B::dget Implementation Plan (SDBIP): this refers to a
detaile-{ plan compiled by a municipality indicating the processes, measurement,
indicators and targets that will be followed in implementing the IDP.

Supply Chain Management. known and recorded systems and procedures for
procurement of goods and services that are being followed by the municipality in line
with the Preferential Procurement Framework Act
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Sekhukhune District funici: ality

Financial Statements for the year ended 30 Jui.e 2022

Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003}, to mainfain adequate
aceounting records and is responsible for the content and integrity of the financial statements and refated financial information
included in this report. It is the respansibility of the accounting officer to ensure that the financial statements fairly present the
stale of affairs of the municipality as at the end of the financial year and the results of its operations and cash flows for the

period then ended. The external auditors are engaged to express an independent cpinion on the financial statements and were
given u unrestricted access to all financiat records and related data.

The financial statements have been prepared in accordance wnth Standards of Generally Recognised Accounting Practice
. {GRAP) including any interpretations, guidelinzs and directives issued by the Accounting Standards Bdard.

The financial statements are based upon appropriate accounting policies consistently applied and supporied by reasonable
and prudent [udgements and estimatas.

The accounting officer ackndwledges that she is ultimately responsible for the sysiem. of intemal financial Gontrol established
by the mumcepaﬁty and place considerable importance on makntaining a strong contro}l environmént: Ta enable the accbunting
offiéer to meet these responsibillues the accounting officer sets standards for internal contro!aunad at reductng the risk of
eror or deficit in a cost effective manner. The standards include the proper deIegaﬂon of res| in a clearly
defined framewark, effectwe accounting procedures and adequate segregahon of duties to ens ré an x table lavet of risk.
These cofitral$ are monitored throughout the municipality and aif smployees are tequired toii hest ethical
standards in ensuring the mumc:pahty's business Is conducted in a mannér that in ajl reasonablé circurnstances is above
feproach. The focus 6f risk management in tha municipality is on identifying, assessing, mana and mnnrtonng all known
forvis of risk across the mumc:pahty While operating risk.cannot be fully efiminated, the munlclpaﬁty -endeavoirs to minimise it

by ensuring that appropriate infrastructure, cantrols, systems and ethical behaviour are appliéd and mariaged within
predetermined procedures and constraints.

The accounting officer is of the opinion, based on the information and expianations given by management, that the' system of
internal contro! prowdes reasonable assurance that the financial recards may be relied on for the preéparation of the financial

statemenits, However, any system af internal fihancial control can provide only reasonable, and not-absolute, assurance
against material misstatement or deficit.

* Thie accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2023 and, in the light of this
réview and the ‘current financial position, she is satisfied that the municipality has or has access to adequate resources fo
confinie in operational existence for the foreseeable future.

The nunicipafity is wholly dependent an the municipality for continued funding of operations. The financial statements are

prepared on the basis that the municipality is a going concem and that the municipality has neither the intention nor the need to
liguidate or curtall materially the scale 6f the municipality,

Alttiough the accounting officer is primarily responsible for the financial affairs of the municipality, she is supported by the
municipality’s external auditors.

The external auditors are responsible: for independently reviewing and reporting on the mumcipallty s financial statements. The
financial statements have been examined by the municipality’s external auditors. 5,

The financlal statements set out an page 5 to 70, which have been prepared on the going concemn basts, were approved by the
accpunting officer on 30th August 2022 and were signed on its behalf by:

B
1 ‘!‘ -

'\__ et
Accounting Officer e
Municipal Manager
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Sekh:.khur: : District Municipality

Financial Statemer: for the year ended 30 June 2022

Audit Committee Report

We are pleased to present our report for the financial sear ended 30 June 2022,

Audit committee members and attendance

The audit committee consists of the members listed hereunder and should meet 4 times per annum as per its approved terms
of reference. During the current year 4 ordinary and 2 special audit committee meetings were held.

Name of member Number of meetings attended

Mr Mokwele M (Chairperson)
Ms Ndlovu M CA(SA) - Member
Ms Mothelesi M - Member

Mr Mathabathe M - Member

Mr Thubakgale - Member

D

Audit committee responsibility

The audit committee reports that it has complied with its responsibilities arising from section 166(2}(a) of the Municipal Finance
Management Act. .

The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein.

The effectiveness of internal control

The quality of in year management and monthly/quarterly reports submitted in terms of the MFMA and the Division of Revenue
Act.

Evaluation of financial statements

The audit committee has:

. reviewed and discussed the audited financial statements to be included in the annual report, with the Auditor-
General and the Accounting Officer;
reviewed the Auditor-General of South Africa's management report and management’s response thereto;
reviewed changes in accounting policies and practices {delete if not applicable);
reviewed the entities compliance with legal and regulatory provisions;
reviewed significant adjustments resulting from the audit.

The audit committee concur with and accept the Auditor-General of South Africa's report the financial statements, and are of
the apinion that the audited financial statements shculd be accepted and read logether with the report of the Auditor-General of
South Africa.

Internal audit

The audit committeé is satisfied that the internal audit function is operating effectively and that it has addressed the risks
pertinent to the municipality and its audits. :

Auditor-General of South Africa

The audit committee has met with the Auditor-General of South Africa o ensure that there are no unresolved issues.

Chairperson of the Audit Committee

Date:
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Accounting Officer's Report

The accounling officer submits her repart for the year ended 30 June 2022.

The financial statemenls set out on page 5, which have been prepared on the going concern basis, were approved by the
accounting officer on 01 March 1900 and were signed on its behalf by;

Accounting Officer
Municipal Manager
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Stziement of Financial i-osition as at 20 Jun« 2022
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Figures in Rand Note(s) 2022 2021
Restated*
Assets
Current Assets
Inventories 8 18 898 982 20 698 423
Other financial assets 3 1000 1000
Receivables froim non-exchange transsctions 10 45 749 649 43 291 823
VAT receivable 11 96 497 333 94 178 733
Prepayments 7 4 481 840 3977058
Receivables from exchange transactions 12 48 502 028 39 234 675
Cash and cash equivalents 13 398 717 988 237 402 0388
612 848 820 438 783 800
Non-Current Assets
Property, plant and equipment 2 4 616 094 238 4 401 776 450
Total Assets 5228 943 058 4 840 560 250
Liabilities
Cuivent Liabilities
Operating lease liability 4 419 703 37 587
Payables from exchange transactions 5 563 428 035 502 776 756
Consumer deposits 6 4 876 358 4824 379
Unspent conditional grants and receipts 14 48 759 800 30315 359
Provisions 15 20 902 000 24 563 959
638 385896 562 318 040
Non-Current Liabilities
Provisions 15 31176 000 26 294 422
Total Liabilities 669 561 896 588 612 462
Net Assets 4 559 381 162

4251947 788

Accumulated surplus
Total Net Assets

4 559 381 166
4 559 381 166

4251947 789
4 251 947 789

* See Note 44 & 43



178

Sekhuxhune District Municipality

Financial ::tatements for the year ended 30 June 2022

Staternent of Financial Performance

Figures in Rand Note{s) 22 2021
Restated”
Revenue
Revenue from exchange transactions
Service charges 18 84 213108 85340 370
Interest received - Debtors 16 324 673 12 936 559
Other income 996 456 80 746 670
Interest - Investments 22 21517320 15003 055
Actuarial gains 4136 237 -
Total revenue from exchange transactions 137 187794 194 026 654
Revenue from non-exchange transactions
Transfer revenue
Government grants & subsidies 24 1349458 204 1515821876
Public contributions and donations 25 - 21980000
Fines, Penalties and Forfeits 19 4217 3834
Total revenue from non-exchange transactions 1349 462 421 1 537 605710
Total revenue 16 1486 650 215 1 731 632 364
Expenditure )
Employee related costs 26 (403 875 608) (407 232 659)
Remuneration of councillors 27 (15631 493) (15042 796)
Depreciation and amortisation 29 (116 366 974) (107 763 1486)
impairment loss 30 {1495919} (39 654 158)
Finance costs 3 {4546 324)  (3618972)
Lease rentals on operating lease 20 {59923 819} (63 123 780)
Debt Impairment 33 {47 918 557} (33 444 880)
Bulk purchases 35 (167 797 563} (162 186 318)
Contracted services 36 (91994 045} (76 969 790)
Transfers and Subsidies 23 {3219 346} (2 556 298)
Loss on disposal of assets and liabilities (1121 813) {998 642)
Actuarial losses - (5 151 036)
Inventories losses/write-downs {2 601 687) -
Bad debts written off - (66 913)
General Expenses 34 (212862 344) (196 273 759)

Repairs and maintenance

(49 861 345)

(41 887 543)

Total expenditure

(1179 216 837)1 155 970 690)

Surplus for the year

307 433 378

575 661 674

* See Note 44 & 43



17¢

Sekhukhune ! Istrict Municip-lity

Financial Statements {o e year ended 30 Junr: 2022

Sratems: at of Cnanges in Net Assets

Fijures in Rand

Accumui ied Tdtal net
surplus / deficit assels

Opening balance as previously reported
Adjustments
Prior year adjustments 44

3359482 146 3 359 482 146

316 803 968 316 803 969

Balance at 01 July 2020 as restated*
Changes in net assets
Surplus for the year

Total changes

3 676 286 115 3 676 286 115

575661674 575661674
575661674 575661674

Opening balance as previously reported
Adjustments
Correction of errors 43

4217 676 889 4 217 676 889

34 270 899 34 270 898

Restated* Balance at 01 July 2021 as restated*
Changes in net assets
Surplus for the year

4251947 788 4 251 947 788

307433 378 307 433 378

Total changes
Balance at 30 June 2022

307 433 378 307 433 378
4 559 381 166 4 559 381 166

Note(s)

* See Note 44 & 43
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Cas. Flow statement

180

Figure: n Rand

Mote(s) 2022 2021
Restated™

Cash flows from cperating activities

Receipts

Sale of goods and services 45621 253 65 142 814

Grants 1367 902 645 1 464 029 796

Interest income 21517 320 15 003 055

Other receipts 996 456 -
1436 037 674 1 544 175 665

Payments

Suppliers

(941 419 279) (911 900 712)

Net cash flows from operating activities

37 494 618 395 632 274 953

Cash flows from investing activities

Purchase of property, plant and eguipment

2 {333 302 495) (457 253 342)

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

161 315900 175 021 611
237 402 088 62 380 477

Cash and cash equivalents at the end of the year

13 398717988 237 402 088

The accounting policies on pages 15 to 33 and the notes on pages 34 to 77 form an integral part of the financial statements.

Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments

budget

Figures in Rand

Final Budget Actual amounts Difference Reference
on comparable between final

basis budget and
actual

Statement of Financial Performance
Revenue

Revenue from exchange
transactions

Service charges 95 858 109 2780000
Interest received (Outstanding 13 996 387

debtors)

Other income 3076 248 (1 005 000)
Interest received - investment 17 485 844 4 000 000

94 213 108 {4 425 001)
16 324 673 1828 286

996 456  (1074792)
21517 320 31 476

Total revenue from exchange 130 416 588 6 275 000

transactions

Revenue from non-exchange
transactions

Transfer revenue

Government grants & subsidies 982 113000 42 100 000 1024 213 000

Fines, Penalties and Forfeits 107 745

133051557 (3 640 031)

970 357 204 (53 855 796)
4217 {43 528)

Total revenue from non- 982 220 745 A2 040 000. 1 024 260 745

exchange transactions

970 361421 (53 899 324)

* See Note 44 & 43
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Total rever:ue

< 112 637 333

48 315 000 1 120 952 333 1103412 978

(57 539 356)

Expenditur.:

Parsonnel

Remuneration of councillors
Debt Impairment
Depreciation and asset
impairment

Impairment loss/ Reversal of
impairments

Finance costs

Lease rentals on operating lease
Debt Impairment

Inventory consumed - Bulk
Water Supply

Contracted Services
Transfers and Subsidies
General expenses

Other {taken out of General
expenses)

(433 126 807)
(18 330 456)
(10 615 000)

(102 514 292)

(489 818)
(44 487 521)

(177 905 447}

(158 942 839)
(758 211)
(156 361 907)

15685969 (417 440 838)

{18 330 456)
{10 615 000)

{40 000) (102 554 292)

(4 760 000)

(489 818)
(49 247 521)

39097998 (173 907 449)

(52 386 719) (211 329 558}

(37 960)

(796 171)

(9 804 999) (166 166 906)

(403 875 608)
(15 631 493)

(116 366 974)
{1495 919)

(4 548 324)
(59 923 819)
(47 918 557)

(167 797 563)

(91 994 045)
(3 219 346)
(212 862 344)
(49 861 345)

13 565 230

2 698 963
10 615 000
{13 812 682)

(1495 919)

(4 056 506)
{10 676 298)
(47 918 557)

6 109 886

119 335 513

{2 423 175)
{46 695 438)
(40 861 345)

Total expenditure (1103 532298) (47 345 7T11){1 150 878 009){1 175 493 337) (24 615 328)
Operating deficit 9105035 969289 10074324 (72080 359) (82154 683)
Loss on disposal of assets and - - - (1121813) (1121813}
liabilities
Transfers and subsidies - Capital 415 901 000 (36 800 000) 379101 000 379 101 000 -
Actuarial gains 409 544 - 409 544 4136 237 3726 693
Inventories losses/write-downs - - - (2601687) (2 601687)
416 310 544 (36 800 000) 379510 544 379513737 3193
Surplus before taxation 425415579 (35830711) 389584 868 307433378 (82151 490)
Actual Amount on Comparable 425415579  (35830711) 389584 868 307 433378 (82 151 490)

Basis as Presented in the
Budget and Actual
Comparative Statement

10
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Sekhukh: ae Disirict Mu iicipality

Financial State: :znts for the | 2ar ender 30 June 2022

Statemen: of Coi.:pariscun of Budget and Aciual Amounts
Budget on Cash .:asis . 7 o

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget . on comparable between final
basis budget and
Figures in Rand actual

Revenue - Material variances

1. Service Charges - The actuai billing was materially lower than e budgeted billing due to the water

reticulation projects which were planned for ompletion in the current year.

2. Fines & penalties - Non-implementation of the by-laws contributed largely to the material variance in the actual

revenue amount recognized for the current year.

3. Interest on outstanding debtors - Nen-payment of customer accounts on long outstanding debts in the

current year contributed mainly to the increase in the inerest on cutstanding
debtors.

4. Other income - collection on revenue from other income sources was materially below the annual budget due to low

sales of tender documents which did not happen as unticipated, contractars do have an option to
download documents free of cost on the e-tender portal than buying it from the municipality.

5. Government grants and subsidies - The actual revenue on govermnement grants and subsidies was less than the
budgeted amount due to the R 50 million reduction on the annual MIG allocation
by the National Treasury on the basis that the interim spending targets were not
achieved within the set target dates,

Expenditure - Material variances

1. Employee related cost - The vacant positions which were budgeted for in the current year were not filled as

anticipated.

2. Remuneration of councillors - No implementation of the upper limits in the current financial year, the upper limits

were processed retrospectavely in the first quarter of the current financial year.

3. Finance costs - The finance costs on the actuarial calculations were under budgeted for in the 2021/22 financial

year.

4. Operating lease rentals - The increase in the operating lease rentals expenditure was due to the 2020/24 accrual

payments which were processed in July 2021 due to the unavailability of budget in the
2020/21 financial year. A provisison for payment was made in the 2021/22 annual budget
to cover the unpaid invoices.

5. Inventory consumed (Bulk Water Purchases) -The bulk water expenditure in the current year was materially more
than the budgeted aexpenditure due fo the 2020/21 accrual invoices
which were processed in July 2021. A budget provision was made in
the 2021/22 annual budget to cover the accrual invoices.

6. Contracled services - The actual contracted expenditure in the current year was materially lower than the budgeted

expenditure as a result of some contracted services which were not implementedt during the
year as budgeted for,

11
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Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounis Difference Reference
budget on comparable between finat
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets
Current Assets
Inventories 123597634 52709228 176306862 153598982 (157 407 880)
Other financial assets 1000 - 1000 1000 -
Receivables from non-exchange 92 568 313 - 92568313 45749649 (46 818 664)
fransactions
VAT receivable - - - 96487333 96497333
Prepayments - - - 4 481 840 4 481 840
Consumer debtors 120558 740 (18820 673) 101738067 48502028 (53 236 039)
Cash and cash equivalents 2364462156 74116625 310562840 395717938 83 155148
573171902 108005180 631177082 612848820 (68328 262)

Non-Current Assets

Property, plant and equipment 3713221145 (35703 292)3 677 517 853 4 616 094 238 938 576 385

Total Assets 4286393047 72301888 4358 694 935 5228 943 058 870 248 123

Liahilities

Current Liabilities

Operating lease liability 4314762 - 4314 762 419703 {3 895 059)

Payables from exchange 220000000 79381887 299381887 563428035 264046148

transactions

Consumer deposils - - - 4 876 358 4 876 358

Unspent conditional grants and - - - 48759800  4875%800

receipts

Provisions - - - 20 902 000 20 902 000
224314762 79381887 303696649 638385896 334 689 247

Non-Current Liabilities

Provisions 51 802 526 - 51802526 31176000 (20626 526)

Total Liabilities 276117288 79 381887 355499175 669561896 314 062721

Net Assets 4010 275759 (7 079 999)4 003 195 760 4 559 381 162 556 185 402

Net Assets

Net Assets Attributable to

Owners of Controfling Entity

Reserves

Accurnulated surplus 4010275759  (7079999)4 003195760 4 559 381 162 556 185 402

12
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Statement of Compari -on ¢ 3udget and Actual Amounts

Buidget on éatsh Basis )
Approved Adjustments  Final Budget Actual amounts Difference R:ference
budget on comparable between final
basis budget and
Figures in Rand actual

Current Assets

1. Inventory - The material variance between the annual budgeted inventory balance at year end and the actual

inventory balance was due to the over-budgeting on the inventory iterns at year end for the 2021/22
financial year.

2. Receivables from exchange transactions - The material variance on the receivables from exchange transactions
was due fo the budgeted amounts at year end which were meant for the
spending on the capital projects funded throught the Regional Bulk
Infrastructure Grant while awaiting the refund from the Department of
Water and Sanitation.
3. VAT receivables - The variance was due to the ommision of the budget on VAT receivable in the 2021722

financial year. The budget amount was errounously included in the inventory budget for the
2021/22 financial year.

4. Pre-payments - The materail varaince on pre-payments was due to the ommission of the budget in the 2021/22

financial year. The budget was amount errounously included in the inventory budget for the 2021/22
financial year.

5. Cash and cash equivelants - The material variance on cash and cash equivalents was due to the unspent

conditional grants and some of the operational projects which could not be
implemented as budgeted for in the 2021/22 financial year,

Non-current assets

1. Property, plant and equipment - The variance on property, ptant and equipment was due to the under-budgeting on
the on the basis of the prior period errors which were expected to be processed in
addressing the historical cost issues around the fixed assets of the municipality.

Current Liabilities
1. Operating lease liability - The variance on operating lease liability was due to the lease contracts which expired
during the 2021/22 financial year.
2. Payables fram exchange transactions - The variance on paybales from exchange transactions was due to the large
amounts of accrual invoices as at the 30th of June 2022,
3. Unspent conditional grants - The municipality did not plan to have any unspent conditional grants as at the 30th of

as the intention was to achive 100% spending on conditional grants by end of the
financial year.

4. Provisions (Current year } - There was no budget provision for the current porttion of the provisions in the current
financial year.

13
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Statemen: of Comparis. 1 of B:.dget and Actual Amounts

Budget on Cash ilasis -

Ap; roved Adjustments  Final Budget Actual amounts Difference Refer :nce
budget on comparable between fina)
basis budget and
Figures in Rand actual

Cash Flow Statement

Cash flows from operating activities

Receipts

Sale of goods and services 36 182192 18000673 54 182 865 45621253 (8561 612)

Grants 1398 110 002 5203998 1403 314 000 1 357 gn> 645 (35411 355)

interest income 10 056438 2429406 21485844 o1 g5¢v 320 31 476

Other receipts 17 485 843 7539081 25024924 996 456 (24 028 468)
1470834475 33173 158 1504 007 633 1436037674 (67 969 959)

Payments

Suppliers (1583753 244) 549 894 527 (1 033 858 717) (941 419 279) 92439 438

Net cash flows from operating (112 918 769) 583 067 685 470148916 494 618 395 24 469 479
activities

Cash flows from investing activities

Purchase of property, plant and {424 001000) 26603202 (397397 708) (333 302495) . 64095 213
equipment

. Proceeds from sale of property, 409 544 - 409 544 - {409 544)
plant and equipment
Decrease (Increase) in non- 128 643 591 (128 643 591) - - -

current investment

Net cash flows from investing (294 947 865) (102 040 299) (396 983 164) (333 302 495} 63 685 669
activities

Cash flows from financing activities

Increase (Increase) in consumer 309 617 (309 617) - - -
deposits

Net increase/(decrease) in cash (407557 017) 480717769 73 160 752 161315900 88 155 148
and cash equivalents

Cash and cash equivalents at 181177799 56224289 237 402 088 237 402 088 -
the beginning of the year

Cash and cash equivalents at (226 379 218) 536 942 058 310 562 840 393 717 988 88 155 148
the end of the year

Reconciliation
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Accounting Policies
Figures in Rand Note(s) 2022 2021

1. Presentation of Financial Statements

The 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 financial statements have been prepared on an accrual basis of accounting and are in accordarce with historical cost
convention as the basis of measurement, unless specified otherwise. They are prasented in South African Rand.

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

These accounting poiicies are consistent witt: the previous period.
1.1 Presentation currency

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

1.2 Going concern assumption

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

1.3 Significant judgements and sources of estimation uncertainty

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

Other significant judgements, sources of estimation uncertainty and/for relating information, have been disclosed in the relating
notes.

1.4 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the

productior or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during
more than one period.

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

Property, plant and equipment is initially measured at cost.

The cast of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the

location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

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

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

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

15



187

Sekhukhune District Municiy ity

Financial Statements for the year ended 30 Jur:: 2022

Accounting Policies

1.4 Property, plant an+i equipment {continued)

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

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

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

Major inspection costs which are a condition of confinuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of preperty, 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.

Froperty, plant and equipment is carried at cost less accumulated depreciation and any impairment losses except for X, X and X
which is carried at revalued amount being the fair value at the date of revaluation less any subsequent accumulated
depreciation and subsequent accumulated impairment losses.

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would
be determined using fair value at the end of the reporting period.

When an item of property, plant and equipment is revalued, any accumulated depraciation at the date of the revaluation is
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after
revaluation equals its revalued amount.

When an item of property, pfant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset.

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously
recognised in surplus or deficit.

Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period.
The decrease is debited directly to a revaluation surplus fo the extent of any credit balance existing in the revaluation surplus in
respect of that asset.

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained
earnings when the asset is derecognised.

The revaluation surplus in equity refated to a specific item of property, plant and equipment is transferred directly to retained
earnings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued
carrying amount and depreciation based on the original cost of the asset.

Property, plant and equipment are depreciated on the over their expected useful lives to their estimated residual value.
Praperty, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity

such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the
reporting period.

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously
recognised in surplus or deficit.
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1.4 Property, plant and eqt nment (continued)

Any decrease in an assef's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period.
The decrease is debited in revaluation surplus to the extent of any credit balange existing in the revaluation surplus in respect
of that assel.

The useful lives of items of property, plant and equipment have been assessed as follows:

ltem Depreciation method Average useful life
Land Straight-line Indifinite lifespan
Community assets Straight-line 15 to 30 years
Machinery and Equipment Straight-line 2 to 19 years
Transport assets Straight-line 5 to 15 years
Furniture and office equipment Straight-line ' 3 to 10 years

iT equipment Straight-line 210 17 years
Leasehold improvements Straight-line 5to 10 years
Infrastructure Straight-line 5 to 80 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 is significant in relation to the total cost of the item is
depreciated separately.

The depreciation method used reflacts the pattern in which the asset's future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation methad applied to an asset is reviewed at least at each
reporting date and, if there has been a significant change in the expected pattern of consumption of the future economic
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is
accounted for as a change in an accounting estimate,

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the
residual value and the useful fife of an asset have changed since the preceding reporting date. If any such indication exists, the
municipality revises the expected useful life andfor residual value accordingly. The change is accounted for as a change in an
accounting estimate.

The depreciation charge for each period is recognised in surplus or deficit unfess it Is included in the carrying amount of
another asset.

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

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

Assels which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of

these assets are recognised as revenue. All cash flows on these assets 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 ).

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

1.5 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual
interest of another entity.
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1.5 Financial instruments {continued)

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective
interest method of any difference between thaf initial amount and the maturity amount, and minus any reduction (directly or
through the use of an allowance account) for impairment ar uncollectibility.

A concessionary loan is a loan granted to or received by an entity on terms that are not market related.

Credit risk is 1he risk that one party to a financial instrument will cause a financial loss for the other party by failing ta discharge
an obligation.

Curreney risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates.

Derecognition is the remaval of a previously recognised financial asset or financial liability from an entity’s statement of
financial position.

A derivative is a financial instrument or other contract with all three of the following characteristics:
. Its value changes in response to the change in a specified interest rate, financial instrument price, commaodity price,
foreign exchange rate, indsx of prices or rates, credit rating or credit index, or other variable, 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').
. It requires no initial net investment or an initial net investment that is smaller than would be required for other types
of contracts that would be expected to have a similar respense to changes in market factors.
. Itis settled at a future date.

The effective interest methed is @ method of calculating the amortised cost of a financial asset or a financial liability (or group of
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated fufure cash Payments or receipts through the expected life of
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the
financial instrument {for example, prepayment, call and similar options) but shall not consider future credit losses. The
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective
inlerest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and ail other premiums
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life
of a financial instrument (or group of financial instruments), the entity shal use the contractual cash flows over the full
contractual term of the financial instrument {or group of financial instruments),

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

A financial asset is;
. cash;
. a residual interest of another entity; or
*  acontractual right to:
- receive cash or another financial asset from another entity; or

- exchange financial assets or financial liabilities 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 to reimburse the holder for a

loss it incurs because a specified debtor fails to make payment when due in accordance with the original or maodified terms of a
debt instrument.

A financial liability is any lability that is a contractual obligation to:
. deliver cash or another financial asset to anather entity; or
. exchange financial assets or financial liabilities 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 an entity in the event of difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset.
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1.5 Financial instruments {continued)
Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions.
Loans payable are financial liabilities, other than shori-term payables on normal credit terms.

Market risk is the risk thal the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Martet risk comprises three types of risk: currency risk, interest rate risk and other price risk.

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices {other than those arising from interest rate risk or currency fisk), whether those changes are caused by factors

specific to the individual financial instrument or its issuer, or factors affecting =il similar financial instruments traded in the
market.

A financial asset is past due when a counterparty has failed to make a payment when contractually due.

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A
residual interest includes contributions from owners, which may be shown as:
. equity instruments or similar forms of unitised capital;
. a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as
forming part of an entity’s net assets, either before the contribution accurs or at the time of the contribution; or

. a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net
assets of an entity.

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 if the entity had not acquired, issued or
disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liahilities that have fixed
or determinable payments, excluding those instruments that:

. the entity designates af fair value at initial recognition; or

* are held for trading.

Financial 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 fair value comprise financial assets or financial liabilities that are:

. derivatives;

. conlingent consideration of an acquirer in a 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 1086) applies

. combined instruments that are designated at fair value;

. instruments held for trading. A financial instrument is held for frading if:
- itis acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or
- on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent acfual pattern of short term profit-taking;

- non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at
fair value at initial recognition; and ’

- financial instruments that do not meet the definition of financial instruments at amortised cost or financial
instruments at cost.

Initial recognition

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity becomes a
party to the contractual provisions of the instrument,

The entity recognises financial assets using trade date accounting.

19



191

Sekhukhune istrict Municipality

Financial Stalements fu.- the year ended 30 June 2022

Accounting Pulicies

1.5 Financial instruments {continued)
Initial measurement of financial assets and financial liabilities

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

The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value).

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts for
that part of a concessionary loan that is:
. a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements,
where it is the issuer of the loan; or
. non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions
(Taxes and Transfers), where it is the recipient of the loan.

Subsequent measurement of financial assets and financial liabilities

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

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

Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what the
transaction price would have been on the measurement date in an arm's length exchange motivated by normal operating
considerations, Valuation techniques include using recent arm’s length market transactions between knowledgeable, willing
parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted cash flow
analysis and option pricing madels. If there is a valuation technigue commonly used by market participants to price the
instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies
as little as possible on entity-specific inputs. It incorporates all factors that market participants would consider in setting a price
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, an municipality

- calibrates the valuation technique and tests it for validity using prices from any observable current market transactions in the
same instrument (i.e. without modification or repackaging) or based on any available observable market data.

The fair value of a financial liability with a demand feature (e.g. a demand deposil) is not less than the amount payable on
demand, discounted from the first date that the amount could be regquired to be paid.

Reclassification

The entity does not reclassify a financial instrument while it is issued or held unless it is:
. combined instrument that is required to be measured at fair value; or
. an investment in a residual interest that meets the requirements for reclassification.

Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host

contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This
requires a reclassification of the instrument from amortised cost or cost to fair value.

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity

reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available
becomes the cost,

If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not

available, and the instrument would have been required to be measured at fair value, the entity reclassifies the instrument from
cost to fair value.

20



192

S¢ thukhur.2 Disiict Municipality

Fin-:micial Statements for the v oar ended 30 June 2022

Accounting Policies

1.6 Leases

Alease is classified as a finance lease if it transfers substantialiy all the risks and rewards incidental to ownership. A lease is
classified as an operating lease if it does not transfer substantially all 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 - lessor

The municipality recognises finance lease receivables as assels on the statement of financial position. Such assets are
presented as a receivable at an amount equal to the net investment in the lease.

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the municipality’s net
investment in the finance lease.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal 1o the fair value
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the statement of financial position as a finance lease obligation.

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

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

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

Operating leases - lessor

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset
and recognised as an expense over the lease term on the same basis as the lease revenue.

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis.
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis.
Income for leases is disclosed under revenue in statement of financial performance.

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.

1.7 linventories

Inventories are initially measured at cost except where inventories are acquired through a nen-exchange transaction, then their
costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.
Inventories are measured at the lower of cost and current replacement cost where they are held for;
. distribution at no charge or for a nominal charge; or

. cansumption in the production process of goods to be distributed at no charge or for a nominal charge.

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

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date.
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1.7 Inventories (continued)

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

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

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories
having a similar nature and use to the municipality.

When inventories are distributed, the carrying amounts of those inventories are recognised as an expense in the period in
which the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are
distributed, or related services are rendered, The amount of any write-down of inventories to net realisabla value or current
replacement cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The
amount of any reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement

cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal
occurs,

1.8 Construction contracts and receivables

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

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

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

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

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

The entity assesses the terms and conditions of each contract concluded with customers to establish whether the contractis a

construction cantract or not. In assessing whether the contract is a construction contract, an entity considers whether itis a
contractor.

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised by
reference to the stage of completion of the conltract activity at the reporting date, as measured by .

Variations in contract work, claims and incentive payments are included to the exient that they have been agreed with the
customer.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent that
contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected deficit is recognised as an
expense immediately,

1.9 Cash and cash equivalents
Cash comprises ¢ash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investments that are readity convertible to known amounts of cash and which are
subject 1o an insignificant risk of changes in value,

Cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes.
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1.9 Cash and cash equivalents (continued)

Cash and cash equivalents comprise bank balances, eash on hand, depaosits held at call with banks and ather short-term highly
liquid investments with original maturities of three months or less which are available on demand.

Some equily investments are included in cash equivalents when they are, in substance, cash equivalents.

Bank overdrafts which are repayable on demand forms an integral part of the entity's cash management activities, and as such
are included as a component of cash and cash equivalents.

1.10 Impairment of cash-generating assets

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

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

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

A cash-generating unit 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
assets.

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

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

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

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

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

Judgements made by management in applying the criteria lo designate assets as cash-generating assets or non-cash-
generating assels, are as follows:

Designation

At initial 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 g municipality's objective of using the asset.

The municipality designates an asset ora cash-generating unit as cash-generating when:
. Hs objective is to use the asset or a cash-generating unit in a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected to be significantly higher than the cost of the asset.

An asset used with the objactive of generating a commercial return and service delivery, is designated either 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 is to use the asset to generate commercial return, the municipality

designates the asset as a non-cash-generating asset and applies the accounting policy on impairment of Non-cash-generating
assets, rather than this accounting policy.
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1.10 Leases (continued)
ldentification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

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

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

asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end
of the current reporting period,

Value in use

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

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived

from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to
those future cash flows.

Basis for estimates of future cash flows

In measuring value in use the municipality:

. base cash flow projections on reasonable and supportable assumptions that represent management's best estimate
of the range of economic conditions that will exist aver the remaining useful life of the asset. Greater weight is given
to external evidence,;

. base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the
assot's performance. Projections based on these budgets/forecasts covers a maximum pericd of five years, unless a
longer period can be justified; and

. estimate cash flow projections beyond the period covered by the most recent budgetsiforecasts by extrapolating the
projections based on the budgets/forecasts 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 countries in which the entity operates, or for the market in which the asset is used,
unless a higher rate can be justified.

Discount rate

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the

current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been
adjusted.

Recognition and measurement {individual asset)

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

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

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

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

Reversal of impairment loss

The municipality assesses at each reporting date whather there is any indication that an impairment loss recognised in prior

periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity
estimates the recoverable amount of that asset,

An impairment 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 impairment loss was recognised. The carrying
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased
carrying amount of an asset atlributable to a reversal of an impairment loss does not exceed the carrying amou: i that would

have been determined (net of depreciation or amortisation) had no impairment loss been recagnised for the as: =t in prior
periods.

A reversal of an impairment loss for a cash-generating assel 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
adjusted in future periods to allocate the cash-generating assel's revised carrying amount, less its residual value (if any), on a
systematic basis over its remaining useful life.

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with
the carrying amounts of those assets. These increases in carrying amounis are treated as reversals of impairment losses for
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service
potential to a cash-generating unit.

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

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

1.11 Impairment of non-cash-generating assets

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

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

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

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

A cash-generating unit is the smallest identifiable group of assels managed with the objective of generating a commercial

return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or
groups of assets.

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

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

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

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use.
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1.11 Impairment of non-cash-generating assets (continued)

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

Judgements made by management in applying the criteria to designate assets as non-cash-generating assets ar cash-
generating assets, are as follows:

[Specify judgements made]

Designation

At initial 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 a municipality's ebjective of using the assat,

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 a manner that generates a commercial return; such that
. the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that
are expected io be significantly higher than the cost of the asset.

The municipality designates an asset as non-cash-generating when its objective is not to use the asset to generate a
commercial return but to deliver services,

An asset used with the objective of generating a commercial return and service delivery, is designated either 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 is to use the asset to generate a commercial return, the
municipality designates the asset as a non-cash-generating asset and applies this accounting policy, rather than the
accounting policy on Impairment of Non-cash-generating assets.

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

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

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

Recognition and measurement

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

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

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

After the recognition of an impairment loss, the depreciation {amortisation) charge for the non-cash-generating asset is

adjusted in future periods ta allocate the non-cash-generating asset’s revised catrying amount, less its residual value (if any),
on a systematic basis over its remaining usefu! life.
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1.11 tmpairm: i of non-cash-generating assets (continued)

Reversal of an impairment loss

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

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change 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 is increased to its recoverable service amount. The increase is a reversal of an impairment loss,
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying

amount that weld have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the
asset in prior | riods.

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit,
Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is 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 carrying amount, less its residual value (if any),
on a systematic basis over its remaining useful life.

1.12 Employee benefits
1.13 Provisions and contingencies

Provisions are recognised when:
. the municipality has a present obligation as a result of a past event;

. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and

. a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the
reporting date.

Where the effect of time value of money is material, the amount of a provision is 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 to
the liability.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does
not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is

no longer probabfe that an outflow of resources embodying economic benefits or service polential will be required, to settle the
cbiigation.

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

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

If an entity has a confract that is onerous, the present obligation (net of recoveries) under the contract is recognised and
measured as a provision.
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1.13 Provisions :nd contingencies {eontinued)

A conslructive obligation to restructure arises only when an entity:
. has a detailed formal plan for the restructuring, identifying at least:
- the activityfoperating unit or part of an activity/operating unit concerned:
- the principal locations affected;

- the location, function, and approximate number of employees who will be compensated for services being
terminated;

- the expenditures that wiil be undertaken; and
- when the plan will be implemented; and

has raized a valid expectation in those affected that it will carry out the restructuring by starting to implement that
plan or announcing its main features to those affected by it.

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both:
. necessarily entailed by the restructuring; and

. not associated with the ongoing activities of the municipality

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

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

. the amount that would be recognised as a provision; and
. the amount initially recognised less cumulative amortisation.

Contingent assels and contingent liabilities are not recognised. Contingencies are disclosed in note 41,

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a

loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a
debt instrument.

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

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an ocutflow of

resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of
the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. Indications that
an outflow of resocurces may be probable are;

. financial difficulty of the debtor;

. defaults or delinquencias in interest and capital repaymenits by the debtor;

. breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the
ability of the debtor to setile its obligation on the amended terms; and

. a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that impact on
the ability of entities to repay their obligations.

Where a fee is received by the municipality for issuing a financial quarantee and/or where a fee is charged on loan
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date.
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality
recogrises the obligation at the higher of:

* the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets;
and

the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance
with the Standard of GRAP on Revenue from Exchange Transactions.

1.14 Commitments

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

Disclosures are required in respect of unrecognised contractual commitments.
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1.14 Commitments {continued)

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial
statements, if both the following criteria are met:

. Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer or
building maintenance services); and

. Contracls should relate to something other than the routine, steady, state business of the entity — therefore salary
commitments relating to employment contracts or social security benefit commitments are excluded.

1.15 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 fransaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assels) to the other party in exchange.

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

Measurement

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

The amount of revenue arising on a transaction which is statutory (non-contractual) in nature is usually measured by reference
to the relevant legislation, regulation or similar means, The fee structure, tariffs or calculation basis specified in legislation,
regulation or similar means is 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 receivable for revenue that arises from a statutory (non-
contractual} arrangement {see the accounting policy on Statutory Receivables).

Sale of goods

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

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

. the municipality retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

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

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

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 completion of the transaction at the reporting date. The outcome
of & transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

. itis probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;
* the stage of completion of the transaction at the reporting date can be measured reliably; and
. the costs incurred for the transaction and the costs to camplete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight-line basis over the specified time frame unless there is evidence that some other method better represents the stage of

completion. Whaen a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that are recoverable,

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by .
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1..5 Revenue from exchange transactions (continued)
Intarest, royalties and dividends

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar distributions is
recognised when:
. It is probable that the economic benefits or servica potential associated with the transaction will flow to the
municipality, and
. The amount of the revenue can be measured refiably.

tnterest is recognised using the effective interest rate method for financial instruments, and using the nominal interest rate
method for statitory receivables. Interest levied on transactions arising from exchange or non-exchange transactions is
classified based on the nature of the underlying transaction.

Royalties are recognised as they are earned 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
beaan established.

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

1.16 Revenue from non-exchange transactions

Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality, which
represents an increase in net assets, other than increases relating to contributions 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 arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can
exclude or otherwise regulate the access of others to that benefit.

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and

directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to anather entity in
exchange.

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay
taxes.

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law
enfarcement body, as a consequence of the breach of laws or regulations.

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

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used,

but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed
as specified.

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

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available
1o others.

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation.

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or

regulations, established to provide revenue to governmenlt. Taxes do nof include fines or other penalties imposed for breaches
of the law,
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1.16 Revenue from non-exchange transactions (continued)

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.

Recogniticn

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent
that a liability is also recognised in respect of the same inflow.

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non-

exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an
amount of revenue equal to that reduction.

Measurement

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

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent
to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a
liability. 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

liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the
liability is recognised as revenue.

Receivables that arise from statutory {non-contractual) arrangements are initially measured in accordance with this accounting
policy, as well as the accounting policy on Statutory Receivables. The entity applies the accounting policy on Statutory
Receivables for the subsequent measurement, derecognition, presentation and disclosure of statutory receivables.

Interest is recognised 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.

1.17 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.

1.18 Unauthorised expenditure

Unauthorised expenditure means:
. overspending of a vote or a main division within a vote; and

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

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

1.18 Fruitless and wasteful expenditure

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

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

1.20 Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the
Municipal Systems Act {(Act No.32 of 2000), and the Public Office Bearers Act {Act No. 20 of 1988} or is in contravention of the
economic entity’s supply chain management policy.

Irregular expenditure is accounted for in line with all relating requirements, including, but not fimited to, ruling Legislation,
Regulations, Frameworks, Circulars, Instruction Notes, Practice Notes, Guidelines etc (as applicable).
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1.21 Revaluation rescive

The surplus arising frem the revaluation of property, plant and equipment is credited to a non-distributable reserve. The
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to the
accumulated surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while
gains or losses on disposal, based on revalued amounts, are credited or charged to the statement of financial performance.

1.22 Budget information

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

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

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

The approved budget covers the fiscal period from 2019/07/01 to 2020/06/30,
The budget for the economic entity includes all the entities approved budgets under its control.

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

1.23 Related parties

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

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

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic

financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the
venturers),

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

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

Management are those persons responsible for planning, directing and controlling the aclivities of the municipality, including

those charged with the governance of the municipality in accordance with legislation, in instances where they are required to
perform such functicons,

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

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

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

1.24 Events after reporting date

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

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

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate
cannot be made in respect of alt material non-adjusting events, where non-disclosure could inflience the ecenomic decisions
of users taken on the basis of the financial statemnnts.
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Figures in Rand

2022

2021

2. Property, plant and equipment {continued)

Carrying amount of stagnant or slow moving projects
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Figures in Rand

2022

2021

2, Property, plant and equipment {continued)
Property, plant and equipment in the process of being con/structed or developed
Cumulative expenditure recognised in the carrying value of property, plant and

equipment
Infrastructure - Water

1985 855 684 1767 933 393

Carrying value of property, plant and equipment that is taking a significantly
longer period of time to complete than expected.

Flag Boshielo: Letebejane Water Meter Installations.

The project was delayed due to the escalation of prices and delelayed approval of the
variation order

RBIG: Makgeru/Magnetheights to Schoonioord Bulk Water Supply.

Delayed procument of materials as well as communily protesting activities by the
ordinary community members and local business forums.

MIG: Jane Furse to Lobethal Bulk Water Supply/De Hoop Augmentation North |

The contractor withdrew from the project and there was also no sufficient funding for
the

project.

MIG Lebalelo South Villages Connector Pipes Reticulation Phase 1.

Project delayed due 1o contractual disputes and interruptions by the sub-contractors.
MIG Lebalelo South Villages Connector Pipes Reticulation Phase 2.

Suspension of construction works due to Covid 19 alert level 5 lockdown as well as
inturruptions by community members,

MIG: Lebalelo South Bulk Water Reticulation Phase 3.

Suspension of construction works due to Covid 19 alert level 5 lockdown as well as
inturruptions by community members.

MIG: NKadimeng Regional Bulk Water Supply Scheme Phase 9C1.

The project was delayed due to contractor underpricing on the construction works, the
project subsequently encountered cash

flow challenges and the proposed options by the engineer and the contractor to
complete the project not actioned by the

municipality.

MIG: NKadimeng Regional Bulk Water Supply Scheme Phase 11A.

The project was delayed due to contractor underpricing on the construction works, the
project subsequently encountered cash

flow challenges and the proposed options by the engineer and the contractor to
complete the project not actioned by the

municipality.

MIG: NKadimeng Regional Bulk Water Supply Scheme Phase Ext 2.

Professional fees were not apportioned across the completed phase

MIG: Olitantspoort South Regional Water Supply Scheme Professional Fees.
Professional fees were not apportioned across the completed phases.

MIG: Olifantspoort South Regional Water Supply Scheme Contract 16.

The scheme encoutered financial challenges.

MIG: Olifantspoort South Regional Water Supply Scheme Contract 19,

The scheme encoutered financial challenges.

MIG: Olifantspoort South Regional Waler Supply Scheme Contract 20,

The scheme encoutered financial challenges.

MIG: Olifantspoort South Regional Water Supply Scheme Contract 21,

The scheme encoutered financial challenges.

MIG: Raoseenekal WWTW Upgrading.

Slow progress on the part of the contractor as well as insufficient funding of the project.

RBIG: Moutse Bulk Water Supply Phases 3, 4 and 5.

Contractor was terminated and the Deparlment of Water and Sanitation tock over to
complete the project.

Refurbishment of Mapodile Sewerage/Oxidation Ponds.

Project was negatively affected by the lack of funding te complete the construction
works.

10 846 498

62 341 081

18 742 983

403 258 494

94 121 026

170 097 764

6 080 944

43 857 290

27 307 072
92 321 671
8 953 902
25623927
14 613 366
14 313 516
19382770

40 933 841

938 234

10 131 350

62 341 081

18 742 983

384 404 872

84 334 202

104 388 474

6 080 944

43 857 290

27 307 072
92 321 671

8 953 902

2523 927
14 613 366
14 313 516
19382770

40 933 841

938 234
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Figures in Rand

" 2022

2021

2. Property, plant and equipment {continued)

Refurbishment of Penge WWTW.

Project was negatively affected by the lack of funding to complete the canstruction
works.

WSIG: Rutseng Water Intervention Phase 1.

The community leader in the area denied the contractor access to the water source.
WSIG: Rutseng Water Intervention Phase 2.

The water souce was not sufficient to warrant the equipping of the boreholes.

WSIG: Rutseng Water Bulk Line.

The water souce was not sufficient to warrant the equipping of the boreholes.

WSIG: Motetema Sewerage.

Completion certificate not issued as the project cannot be tested due to unavailability
of electricity.

MIG: Zaaiplaas Connector Pipes.

The project is physically completed but could not be commisioned as it is dependent
on completion of another project for water

source.

MIG: De Hoop/Malekane Regional Water Scheme .

Construction works were suspended due to Covid 19 alert level 5 lockdown regulations
as well as the protesting activities by members of the community during the 2020/21
financial year.

MIG: De Hoop/Nebo Plateu/Schaonoord Villages Water Scheme: Concrete Reservor.
Construction works were suspended due to Covid 19 alert level 5 lockdown regulations
as well as the protesting activities by )

members of the community during the 2020/21 financial year.

WSIG: Mogoroane Water Supply.

Conslruction works were suspended due to Covid 19 alerl level 5 lockdown regulations
as well as the protesting activities by

members of the community.

WSIG: Nkosini Water Supply and Package Plant,

Only professional services were completed on the project.

WSIG: Mapodile Water Conservation and Demand Management.

Only professional services were completed on the project.

WSIG: Shakung Water Supply and Package Plant,

Only professional services were completed on the project.

WSIG: Tukakgomo Water Supply Intervention Phase 4.

Only professional services were completed on the project.

Delayed appointment of contractors during the 2020/21 financial year.

MIG: Covid-19 Projects.

Deayed appointments of contractors

[State the reasons for delay]

1271211

2254728
416 031
4233131

2696 914

14 869 742

5 668 674

500 322

433 319

180 346

2097 213

1 065 256 010

1271211

2254728
416 031
3081085

2696 914

14 869 742

138 561 258

81733 167

5668 674

500 322

433 31¢

180 346

2290129

2097 213

Carrying value of property, plant and equipment where construction or
development has been halted either during the current or previous reporting
period(s)

RBIG: Mooihoek/Tubatse Bulk Water Supply Phase 4H
WSIG: Rutseng Water Intervention Phase
WSIG:UITSPANNING WATER SOURCE DEVELOPMENT

WSIG:VLAKFONTEIN BOREHOLE EQUIPPING

WSIG:MPITA WATER SOURCE DEVELOPMENT AND BULK SERVICES

MIG: Jane Furse to Lobethal Bulk Water Supply/De Hoop Augmentation North.
The contractor withdrew from the project and there was no sufficient funding for the
project.

MIG: NKadimeng Regional Bulk Water Supply Scheme Phase Ext 2.

Professional fees were not apportioned across the completed phases.

2429 695
2254728
604 623
132 835

562 957

1191 623 634

18 742 983

27 307 072
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2. Property, plant and equipment (continued)

MIG: Olifantspoort South Regional Water Supply Scheme Professionat Fees. - 51916 962
Professional fees were not apportioned across the completed phases.

MIG: Olifantspoert South Regional Water Supply Scheme Contract 16. - 8 953 902
The scheme encoutered financial challenges.

MIG: Olifantspoert South Regional Water Supply Scheme Contract 19. - 2 523 927
The scheme encoutered financial challenges.

MIG: Olifantspoort South Regional Water Supply Scheme Contract 20. - 14 613 365
The scheme encoutered financial challenges.

MIG: Olifantspoert South Regional Water Supply Scheme Contract 21. - 14 313 515
The scheme encoutered financial challenges.

MIG: Roseenekal WWTW Upgrading. - 19 382 769
Slow progress on the part of the contractor as well as insufficient funding of the project.

RBIG: Mooihoek/Tubatse Bulk Water Supply Phase 4H. - 2 429 695
Only designs and drawings were completed on the project.

WSIG: NKOSINI WATER SUPPLY AND PACKAGE PLANT 500 322
Refurbishment of Command Water Supply in Phiring. -
Project was negatively affected by the lack of funding to complete the construction

works, ‘

Refurbishment of Mapodile Sewerage/Oxidation Ponds. - 1078 064
Project was negatively affected by the lack of funding to complete the construction

works.

Refurbishment of Penge WWTW. - 1271 211
Project was negatively affected by the lack of funding to complete the construction

works,

WSIG: Rutseng Water Intervention Phase 1. - 2254727
The community leader in the area denied the contractor access to the water source.

WSIG: Motetema Sewerage. - 2696 914
Completion certificate not issued as the project cannct be tested due to unavailability

of electricity.

2 350 027

6 485160 169 835133

The expenditure on Carbonites to Zaaiplas project for an amount of R 8 760 718 was impaired fully during the 2021/22 financial
year,

Expenditure incurred to repair and maintain property, plant and equipment
Expenditure incurred to repair and maintain property, plant and equipment

included in Statement of Financial Performance
Repairs and maintenance - Infrastructure Assets 49 861 345 41 887 543

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.

3.  Other financial assets

Residual interest at cost
Investment in Sekhukhune Development Agency 1 000 1000
Terms and conditions

Current assets
Residual interest at cost 1 000 1 000

4. Operating lease asset (liability)

Current liabilities (419 703) (37 587)
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Notr 3 to thi.: Financial Staiemen:s

Figurrc—,s in Rand

2022

2021

5. Payables from exchange transactions
Trade payables 322376289 280711383
Other payables 20132 607 21 323 876
Retention and sessions 204 266 361 185494 511
Deposils received 8048 092 7133739
Bonus provision 8 604 686 8 113 267

563 428 035 502776756
6. Consumer deposits
Water 4 876 358 4 624 379

7. Prepayments

The municipalily is a member of the South African Local Government Association. An annual memebership fee is payable in
advance for each financial year at a rate of 1% of the total annual employee related cost budget. The municipality has paid an
amount of R 4 481 726.00 as an annual membership fee for the 2022/2023 financial year, the payment was processes in May

2022.
8. Inventories

Water inventory

1887 413 1718620
Consumable stores 10 730 568 11 045 460
Maintenance mateirals 6 281 001 7930 343
18 898 982 20 698 423
Inventory reconciliation
Opening balance 20 698 423 31439 602
Issues {Inventory recognized as expenditure during the year) {47 968 998} (38 026 892)
Purchases 48 727 664 26 733575
Inventory Under investigation (Stolen) 35 - (67 941)
Write-down to net realizable value {Fair value less costs to self) (2 558 107) -
Closing balance 18 898 982 20 078 244
9. Receivables from exchange transactions
10. Receivables from non-exchange transactions
Government grants - RBIG Funds 30 970 490 30 070 480
Sundry debtors 14 779 159 13221333
45749649 43 291 823
11. VAT receivable
VAT 96 497 333 94178733
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12. Receivables from exchange transactions

Gross balances

Water 325 666 002 267 508 414

Waste water 23 292 934 19 811 197

Other 2 628 358 2489 575

Water consurnption from the last readings 3 662 981 2 982 379
355 250 275 292 791 565

Less: Allowance for impairment

Water (285 380 951) (234 883 072)
Waste water (18 943 498) 16 385 679)
Refuse (2423 798) (2 288 139)

(306 748 247) (253 556 890)

Net balance

Water 40 285 051 32625342
Waste water 4 349 438 3425518
Other 204 560 201 436
Water consumption from the last readings 3 662 981 2982 379
43 502 028 39 234 675
Water
Current (0 -30 days) 10 130 820 6 792 322
31 - 60 days 6 865 357 5 437 651
61 - 90 days 6 868 770 5 201 546
81 - 120 days 6 122 241 4 991 587
121 days and above 295613 944 245 (085 308

Less: Allowance for impairment

(285 317 081) (234 883 072)

40 285 051 32 625 342
Waste water
Current {0 -30 days) 1227 979 2737945
31 - 60 days 787 392 2011878
61 - 90 days 881 521 2034018
91 - 120 days 512 284 1995 526
121 days and ahove 19 883 758 11 031 830
Less: Allowance for impairment (18 943 498) (16 385679)
4 349 436 3425518
Other
Current (0 -30 days) 36 643 34 879
31-60 days 16 968 19 879
61-90 days 15 492 14 889
91 - 120 days 16 060 18 963
121 days and above 2543195 2 400 965
Less: Allowance for impairment (2423798) (2288139)
204 560 201 436
Water consumption from the last readings
Current {0 -30 days) 3 662 981 2 982 379
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12, Receivables from exchange transactions (continued)

Reconciliation of allowance for impairment
Balance at beginning of the year
Contributions to allowance

13. Cash and cash equivalents
Cash and cash equivalents consist of:

Bank balances

(253 556 898) (216 537 389)
(53191 349) (37 019 501}

(306 748 247) (253 556 890)

3098 717988 237402088

The municipality had the foliowing bank accounts

Account number f description Bank statement balances Cash book balances

30 June 2022 30 June 2021 30 June 2020 30 June 2022

30 June 2021 30 June 2020

Standard Bank - Primary 9372326 218823577 30 694 259 23288933 217027490 30 694 259
Account; 271149418

FNB Call Account: 119 787 946 20 374 598 - 119787 946 20 374 598 -
62858613980

Standard Bank Call Account: 75092 576 - 31 686 218 75 092 576 - 31686 218
238890708008

ABSA Call Account: 193 621 096 - - 193 621 096 - -
9368456281 ,

Nedbank Call Account: 844 044 - - 844 044 - -
03/7881071850/000019

Total 308717988 239198175 62380477 412634595 237402088 62 380 477

14. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:

Unspent conditional grants and receipts

Municipal Infrastructure Grant (MIG)

Walter Services Infrastructure Grant (WSIG)

Rural Roads Asset Management System Grant (RRAMS)

41 524 905 5874155
4 897 603 24 444 244
2341000 -

48 763 508 30 318 399

The nature and extent of government grants recognised in the financial statements and an indication of other forms of

govermnment assistance from which the municipality has directly benefited; and

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised.

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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15. Provisions
Reconciliation of provisions - 2022
Opening Additions Utilised Change in Actuarial Total
Balance during the discount  (Gains)/Losse
year factor s
Unused leave provision 30019 381 3694 867 (2831619) 2749324 (4 096 953) 29535000
Long service award provision 20 839 000 1876 000 (15829 718) 1797 000 (39284) 22543000
50 858 381 5570 867 {4 761 335) 4 546 324 (4136 237) 52078 000
Reconciliation of provisions - 2021
Opening Additions Utilised Change in Actuarial Total
Balance during the discount  {Gains)/Losse
year factor s
Unused leave provision 24 385 500 3223682 (2 663 699) 2317 862 2756036 30019 381
Long service award provision 17 687 000 1579000 (2 058 000) 1236 000 2 385 000 20 839 000
42 072 500 4 802 682 (4 721 699} 3 553 862 5151 036 50 858 381
Non-current liabilities 31176 000 26 294 422
Current liabilities 20902 000 24 563 959
52 078 000 50 858 381
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slotes to the Fi:ancial Staten:ents
Figures in Ra:d ' ) 2027 2021

15. Provisions (continued)
Long service provision

This is the present value of the total LSA expected to become payable under the employer's current arrangements and based
on the assumptions made. This may be regarded as the amount of money that should be set aside in present-day terms to
cover all expecled LSA for current employees.The Municipality offers employees LSA for every five years of service completed,
from ten years of service to 45 years of service.In the month that each “Completed Service” milestone is reached, the
employee is granted an LSA. Working days awarded are valued at 1/261th of annual earings per day.In the month that each
“Completed Service” milestone is reached, the employee is granted an LSA. Working days awarded are valued at 1/261th of
annual earnings per day.

In estimating the unfund::d liability for LSA of the Municipality a number of actuarial assumptions are required.
1. Key Financial Assumptions

Assumption Value p.a
Discount rate 10.81%
General earnings inflation ratem (long-term) 7.33%
Net effective discount rate 3.24%

The next general earnings increase was assumed to take place on 1 July 2023.

2. Key Demographic assumptions

Assumption Value p.a

Average retirement age 62

Mortality during employment SA 85-30(-1)

Withdrawal from service {(sample annual rates) Age Female Male
20 9% 9%
30 6% 6%
40 5% 5%
50 3% 3%
55 0% 0%
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15. Urovisions (continued;
Unused leave provision

This is the present value of the total Unused Leave benefit expected to become payable under the employer’s current
arrangements and based on the assumptions made. This may be regarded as the amount of money that should be set aside in
present-day terms to cover all expected Unused Leave benefit for current employees.tt is apparent that most employees

accumulate a portion of their total annual leave allocation, in which case they become entitled to a benefit payable on
withdrawal or retirement.

Employees are granted two days ordinary leave per month. This implies that a maximum of 24 days leave can be accumutated
in any given year. Employees may accumulate Unused Leave up to a maximum of 48 days after which further leave is forfeited.
All Unused Leave at the date of retirement or withdrawal is payable as a cash lump sum.The value of the Unused Leave {the
benefit being valued) at the date of receipt is determined as follows: '

« Estimated Unused Leave days at date of retirement or withdrawal; multiplied by

« Expected monthly salary at date of retirement or withdrawal; divided by

-21.67
Employees’ leave days are based on basic salary.

In estimating the unfunded Rability for Unused Leave benefits of the Municipality a number of actuarial assumptions are
required.

1. Key Financial Assumptions

Assumption Value p.a
Discount rate 11.15%
General slalry inflation({long term) 7.48%
Net effective discount rate 3.41%

2. Key Demographic Assumptions

Assumption Value

Average retirement age 62

Mortalitity during employment SA 85-90 (-1}

Rate of leave accumulation Appendix 2.4 of the actuarial report
Withrawal from service (sample annual rates} Table A2.2 of the actuarial report

There were no expecyted reimburments as at the 30th of June 2022

16. Revenue

Service charges 94 213108 85340370
Interest received (trading) 16 324 673 12 936 559
Other income 996 456 80 746 670
Interest received - investment 21 517 320 15 003 055
Government grants & subsidies ‘ 1349 458 204 1515621 876
Public contributions and donations - 21 980 000
Fines, Penalties and Forfeits 4 217 3834

1482 513978 1731632364

The amount included in revenue arising from exchanges of goods or services
are as follows:

Service charges 94 243 108 85 340 370
Interest received {trading) 16 324 673 12 936 559
Other income 996 456 80 746 670
Interest received - investment 21 517 320 15 003 055

133 051 557 194 026 654
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16. Rev:nue (continued)

The amount included in revenue arising from non-exchange transactions is as

follows:

Taxation revenue

Transfer revenue

Government grants & subsidies
Public contributions and donations
Fines, Penalties and Forfeits

1349 458 204

4217

1515621876
21980 000
3834

1349 462 421

1537 605 710

17. Cost of sales

Sale of goods
Write down of inventories to net realisable value

- 66 913
18. Service charges
Sale of water 80 127 623 72 887 805
Sewerage and sanitation charges 14 085 485 12 452 565
94 213 108 85 340 370
19. Fines, Penalties and Forfeits
Building Fines 4217 3834
20. Lease rentals on operating lease
Premises
Contractual amounts 43 898 418 47 742 (52
Motor vehicles
Contractual amounts - 5642 474
Equipment
Contractual amounts 16 025 401 9739254
§9 923 819 63123780

The municipality did not enter intc any sublease contracts with another party, as a result there were no future minimum
sublease payments expected to be received under non-cancsllable sublease payments as at the 30th of June 2022,

Significant Leasing Arrangements

{i} The confingent rentals are based on the variable units of consumables as per the rental agreement.

(ii) The existence and terms of renewal or purchase options and escalations clauses.

- Opearting lease contracts exist for the duration of the lease term as per the lease agreement, unless otherwise
terminated before expire date. Extentions on operating lease contracts are implemented within the provisions of
the supply chain management regulations in applicable to local government. Escalations and purchase options on
operating leases are implemented through the contract management of the municipality.

Future minimum payments

Not |ater than one year 10732 449 -
Later than one year but not later than five years - 1723031
Later than five years - 1617634

10 732 449 3 340 665
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21. Other revanue

Other income 996 456 80 746 670

22. Investment revenue

Interest revenue

Short term investments 19 962 732 13 594 755

Primary bank account 1 554 588 1408 300
21 517 320 15 003 055

23. Transfer and subsidies

Other subsidies

Sekhukhune District Development Agency Grants 3219 346 2 556 298
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24, Government grants & subsidies
Operating grants
Equitable share 878 833464 942825416
Expanded Public Works Program 3 180 000 6 294 000
Finance Management Grant 2 300 000 2200000
RRAMS - 2 309 332
LG SETA 1598 416 1201 523
890 911 88¢ 954 830 271
Capital grants
Municipal Infrastructure Grant 413027 095 460 140 845
Regional Bulk Infrastructure Grant 36 898 058 71616 837
Water Services Infrastructure Grant 8621171 29027 423
Government grant {capital) 4 - 6 500
458 546 324 560 791 605

1349 458 204

1515 621 876

Conditional and Unconditional

[ncluded in above are the following grants and subsidies received:

Conditional grants received
Uncenditional grants received

470 928 113
878 530 091

555 765 717
942 825 416

1349 458 204 1 498 591 133

Equitakle Share

In terms of the Consfitution, this grant is used to subsidise the provision of basic services ta indigent community members.

Municipal infrastructure Grant (MIG)

Balance unspent at beginning of year
Current-year receipts

Conditions met - transferred to revenue
Unapproved rolled over funds

5874 155
454 052 000

47 086 615
466 015 000

(413 027 095) (460 140 845)

(5 374 156)

(47 086 615)

Conditions still to be met - remain liabilities {see note 14).

41 524 904

5874155

The Municipal Infrastructure Grant aims to eradicate municipal infrastructure backlogs in within the Sekhukhune District to

ensure the provision of basic services such as water and sanitation.

Expanded Public Works Programme {EPWP)

Current-year receipts
Conditions met - transferred to revenue

8 180 000

(8 180 000)

6 294 000
(6 294 000)

Conditions still to be met - remain liabilities (see note 14),

The Expanded Public Works Programme is one of government's key programmes aimed at providing poverty and income relief
through temporary work for the unemployed residents of the Sekhukhune District. The programme provides an important
avenue for labour abscrption and income transfers to poor households, in the short to medium-term.

Water Services Infrastrucuture Grant (WSIG)
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24, Surrender of surpluses (continued)

Balance unspent at beginning of year 24 444 244 21 353 651
Current-year receipts 8621 171 53 471 000
Cenditions met - transferred to revenue (8 621 171} (29 026 756)
Unapproved rolled over funds (19 546 641) (21 353 651)

4 897 603 24 444 244

Conditions still to be met - remain liabilities {see note 14).

The main goal of the Water Services Infrastructure Grant is ') assit the municipality as the water authority to reduce the
backlogs faced by the municipality in the provision of water ..nd sanitation services within the district.

Finance Management Grant (FMG

Balance unspent at beginning of year - 653
Current-year receipts 2 300000 2200 000
Conditions met - transferred to revenue (2 300 000} (2 200 000)
Unapproved rolled over funds - (853}

Conditions still to be met - remain liabilities {see note 14).

The main purpose of the finance management grant is to promote and suppart reforms to municipal financial management and
the implementation of the Municipal Finance Management Act (MFMA).The Grant is meant specifically to capacitate the
officials in the budget and treasury office of the municipality through various training programms in financial management and
also to maintain the systems of financial management employed by the municipality in managing its finances.

Rural Roads Assets Management System Grant (RRAMS)

Balance unspent at beginning of year - 369 423

Current-year receipts 2 341 000 2310 000
Conditions met - transferred to revenue - (2 310 000)

Unapproved rolled over funds - {369 423)
2 341 000 -

Cenditions still to be met - remain liabilities (see note 14).

The Rural Roads Asset Management System Grant seeks to assist the municipality to set up rural roads asset management
systems, and collect road, bridges and traffic data on municipal road networks in line with the Road Infrastructure Strategic
Framework for South Africa.

Municipal Disaster Grant

Balance unspent at beginning of year - 127 074
Unapproved rolled over funds - (127 074)

Conditions still to be met - remain liabilities (see note 14),

The Municipai Disaster Relief Grant seeks to assist the municipality in responding to all the immediate needs and requirements
arising in the unfortunate events of disaster as described in terms of the Disaster Management Act 57 of 2002,

Regiona! Bulk Infrastructure Grant (RBIG)

Current-year receipts 36 898 058 50 506 249
Conditions met - transferred to revenue (36 898 058) (50 506 249)
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24, Surrender of surpluses {continued)

Condiiions still to be met - remain liabilities (see note 14).

The main goal of the Regional Bulk Infrastructure Grant is to assist the municipality in facilitating the successful execution and
implermentation of bulk projects which are characterized by regional signifigance. The implementaticn of the grant is currently
administered by the Department of Water and Sanitation on behalf on the municipality since the 2019/2020 financial year
wherein the municipality will incur expenditure on projects fundes! through the grant and claim such expenditures from the
department on a monthly basis.

National Department of Labour:SETA

Current-year receipts 1598 516 1201523
Conditions met - transferred to revenue (1598 516) (1201 523)

Conditions still to be met - remain liabilities (see note 14).

The main aim of this grant is to encourage the municipality to contribute to skiils development, address critical and scarce skills
shortages, and create jobs and employment opportunities for its employees..

25. Public contributions and donations

Donations received - 21 980 000
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26. Employee related costs
Basic 274 228 947 266 601 242
Medical aid - company contributions 13 851 166 14 111376
UIF 1634 391 1478 266
SDL 3223073 2823 363
Bargaining council 121 706 102 880
Leave pay provision charge 4 348 081 3270417
Greup life insurance 1368773 1316 805
Pension Fund 39016 077 39615 200
Travel, motor car, accommodation, subsistence and other allowances 24 710 202 24 009 378
Gvertime payments 28 032 029 32 763 849
Long-service awards 1876 000 2 840 401
Transport aflowance {bus coupons) 116 225 -
Housing benefits and allowances 3016 238 2273271
Cellphone allowance 1616 894 1694 243
Shift and standby allowance 6 625 806 14 240 229
Uniform allowance 90 000 91739
403 875608 407 232 659
Remuneration of municipal manager
Annual Remuneration 1229 824 1019446
Car Allowance 120 000 100 000
Cellphone allowance 31 200 26 000
Contributions to UIF, Medical and Pension Funds 15819 17 153
Acting allowonce - 18 093
1396 843 1180 692
Remuneration of chief finance officer
Annual Remuneration - 609 688
Car Allowance - 56 000
Performance Bonuses - 554 138
Contributions to UIF, Medical and Pension Funds - 73292
Cellphone allowance - 15892
Leave payout - 76 728
Acting allowance 83118 8523
83118 1400 361
The chief financial officer position was vacant for the entire duration of the 2021/22 financial year,
Director - Community Services
Annual Remuneration 1036 275 282625
Car Allowance 72 000 24 000
Performance Bonuses - 70 656
Contributions to UIF, Medical and Pension Funds 13 517 22 552
Cellphone allowance 23988 -
Travel claims 32 955 7 996
1178 735 407 829
Director Infrastructure and Water Services
Annual Remuneration 139 641 698 165
Car Allowance 20 000 100 000
Lumpsum Payout 116 225 -
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26. Employec related costs (continued)
Contributions to UIF, Medical and Pension Funds 28 341 143 029
Cellphone allowance 3998 19 990
Acting allowance 8144 9927
316 349

971 111

The position of the director for the Infrastructure and Water Services becamne vacant from the 1st of September 2021 and it
remained vacant till the end of the current financial year. The municipal council did appoint ohe of the managers within the

department as the acting director of the department.
Director Planning and Economic Development

Annual Remuneration

968 990 968 930
Car Allowance 156 000 156 000
Contributions to UIF, Medical and Pension Funds 129 026 126 079
Celiphone allowance 23988 25843
Other 26714 23988
1304718 1300 900

Chief Audit Executive
Other - 149
Leave pauout - 102 108
Acting allowance 2369 9474
' 2369 111731

The pasition of the Cheif Audit Executive remained vacant for the entire duration of the 2021/22 financia! year. The manager for
internal audit is currently acting as the Chief Audit Executive of the municipality.

Director Corporate Services

Acting allowance

474

14 196

The position for the director in the corporate services department was vacant for the entire duration of the 2021/22 financial
year. The human resources manager was acting the director for the financial year and an acting allowance was paid.

27. Remuneration of councillors

Executive Major

705 598 854 680

Chief Whip 719 394 276 591
Mayoral Committee Members 6 481 082 6 231 767
Speaker 1125624 759 478
Councillors 6 589 795 6 920 280
15631 493 15 042 796
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27. Remuneration of councillors (continued)

Additional information

The salaries, allowance and benefits of councillors are within the upper limits of ihe framework envisaged in section 219 of the
Constitution of South Africa.

Executive Mayor: Clir Ramaila KS

Annual remuneration 256 532 694 573
Cellphcne allowance 14 800 44 400
Contributions to UIF, Medical and Pension 71 976 206 233
343 308 945 206
Executive Mayor: Clir Mathebe JL
Annual remuneration 439 048 -
Cellphone allowance 29 600 -
Contribution to UIF, Medical and Pension 72278 -
' 540 926 -
Council Speaker: Cllr Manamela MM
Annual remuneration 236 982 645 384
Cellphone allowance 14 800 44 400
Contribution {o UIF, Medical and Pension 25 805 75217
277 587 765 001
Council Speaker: Clir Chego KS
Annual remuneration 399 168 -
Celiphone allowance 28 600 -
Contribution to UIF, Medical and Pension 34 701 -
Other 7770 -
471 239 -

Chief Whip: Clir Lepota TJ
Annual remuneration

- 312 3983
Car allowance - 139 484
Cellphone allowance : - 44 400
Contributions to UIF, Medical and Pension : - 27 147
- 523 424

Chief Whip: Clir Mokganyetji
Annual remuneration 174 897 -
Car allowance 57 619 -
Cellphone allowance 14 800 -
Contributions to UIF, Medical and Pension 13 822 -
Other 6519 -
267 657 -

Chief Whip: CllIr Phokane MJ

Annual remuneration 373 952 -
Travel allowance 33 292 -
Cellphone allowance 238 600 -
Contributions to UIF, Medical and Pension 32698 -
Other 148 -

469 690 -
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27. Remuneration of councitlors (continued})

Mayoral Committee Members

Annual remuneration 3672603 3485729

Car allowance 2 150 605 2 124 547

Ccllphone allowance 222 000 344 000

Coatributions to UIF, Medical and Pension 353 521 341 112
6398 729 6 295 388

23. Administrative expenses

29. Depreciation and amortisation

Property, plant and equipment 116 366 974 107 763 146

30. Impairment loss

Impairments

Property, plant and equipment 1495 919 39 654 158

31. Finance costs

Discounting of provisions 4 546 324 3618972

32. Auditors' remuneration

Fees 7874194 5461 473

33. Debt impairment

Debt impairment 47 918 557 33 444 880

55



Sekiiukhune District Municipality

Financi | Statements for the year ended 30 June 2022

Notes to the Financial Statements

227

Figures in Rand 2022 2021
34. General expenses
Advertising 558 043 1038 181
Auditors remuneration 7874194 5461473
Bank charges 3 005 923 380 588
Cleaning 369 981 543 840
Compuler expenses - 8 60O
Censulting and professional fees 20 045 023 28 140 811
Audit commitlee expenses 636 254 545 338
IT support 2 096 497 3080 995
Entertainment 438 697 90 296
Town planning expenses 2 585 371 -
Accommodation 440 035 297 376
Hire charges 491127 64 814
Insurance 3253376 6 168 451
Worksman Compensation fund 2284 077 4718 041
Fuel and oil 22 099 859 16 973 207
Prinfing and stationery 2709 053 1613 689
Protective clothing 327 734 4 362 986
Security (Guarding of municipal property) 44 229 644 41688 937
Software expenses 4 440 264 4 347 968
Staff welfare 29783 216 737
Subscriptions and membership fees 3977 058 3627 328
Telephone and fax 3080613 3217 801
Transport and freight 144 370 302 148
Training 309 711 1 541 850
Travel - local 641 380 304 196
Electricity 57 212 270 53 158 155
Other expenses 16 103 957 9110 628
Tankering costs 3956 115 -
Catering services 1998 804 1189 904
Staff recruitment 169 727 23 689
Meter reading 2630 763 1892 081
Bursaries 983 886 235083
Audio-visual services 5722 811 1928 567
214 846 400 196 273 758
35. Bulk purchases
Water 167 797 563 162 186 318
36. Contracted services
Presented previously
Other Contractors 91 994 045 76 969 790
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37. Cash generated from operations
Surplus 307 433 378 575661674
Adjustments for:
Depreciation and amortisation 116 366 974 107 763 146
Gain on sale of assets and liabilities 1121813 998 642
Impairment loss 1495919 39 654 158
Debt impairi.ient 47 918 557 33 444 880
Movemenits in operating lease assets and accruals 382 116 (3 284 890)
Movements in provisions 4 546 324 3 634 845
Donations - (21880000}
Actuarial gains (4 136 237) 5151 036
Inventory losses or write-downs {2 601 687) -
Revaluation loss - (100 000}
Settlement discount - (76 595 446)
Loss on sale of assets and liabilities - 998 642
Bad debts written off - 66 913
Changes in working capital:
Inventories (802 246) 10741079
Receivables from exchange transactions (62 458 702} (46 973 745)
Other receivables from non-exchange transactions (2457 826) 12297 542
Prepayments (504 782) (349 730)
Payables from exchange lransactions 60 651 279 (1 476 208)
VAT 2954 192 30 988 468
Unspent conditional grants and receipts 18 444 441 (38 619 017)
Consumer deposits 251979 252 964
Provision 6 012 903 -

494 618 395 632 274 953
38. Operating leases
Operating lease charges
Premises
* Contractual amounts 43 898 418 47 742 052
Motor vehicles
. Contractual amounts - 5642 474
Equipment
. Contractual amounts 16 025 401 9739 254

59 923 819 63 123 780
Loss on sale of property, plant and equipment (1121813) {998 642)
Impairment on property, plant and equipment 1495919 39 654 158
Depreciation on property, plant and equipment 116 366 974 107 763 146
Employee costs 419 507 101 422 275 455
Minimum lease payments
The disclosed payments also include payments for non-lease elements in the arrangement.
39. Financial instruments disclosure
Categories of financial instruments
2022
Financial assets
At amortised Total

cost
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39. Financial instruments disclosure {continu ad)

Cash and cash equivalents 398717988 398717938
Receivables from exchange transactions 48 502 028 48 502 028
Receivables from non-exchange transactions 45 749 649 45 749 649
Residual interest in Sekhukhune Development Agency 1 000 1000

492 970 665 492 970 665

Financial liabilities

At amortised Total
cost
Trade and other payables from exchange transactions (563 428 035) (563 428 035)
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39. Financial instruments disclosure (continued)
2021
Financial assets
At amortised Total
cost
Cash and cash equivalents 237 402088 237 402088
Receivables from exchange transactions 43 291 823 43 291823
Receivables from non-exchange transactions 148 346 770 148 346 770
Residual interest in Sekhukhune Development Agency 1000 1000
429 041 681 429 041 681
Financial liabilities
At amortised Total
cost

Trade and other payables from exchange transactions

(328 628 171) (328 628 171)

40. Commitments
Authorised capital expenditure

Already contracted for but not provided for

. Property, plant and equipment 202428610 348 083 252
Total capital commitments

Already contracted for but not provided for 202428610 348 083 252
Authorised operational expenditure

Already contracted for but not provided for

. Purchase Orders 3660 110 3665918
Total operational commitments

Already confracted for but not provided for 3660110 3665918
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41. Contingent Liabilities

Rapodu and Others vs Sekhukhune District Municipality

Litigation is in the process against the municipality relating to a claim of unfair labour practice by Mr Rapodu and other
employees of the municipality, it was impracticable to determine the financial effect of the claim as at 30th June 2022. The
municipality’s lawyers and manager:=nt consider the likelihood of the action against the municipality being successful as
unlikely with over 90% probability of 1io success and the case should be resolved within the next twenty-four months,

Court did order the applicant te conform to the directives and it was uncertain as at reporting d=te when wili the court conclude
the matter.

As at the reporting date, there was no indication of any possibility of a reimbursement on this :..atter,
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41. Contingent Liabilities {(continued)

IMATU OBO Titus Maroga vs Sekhukhune District Municipality

Litigation is in the process against the municipality relating to a claim of unfair labour practice by IMATU OBO on behalf of Mr
Titus Maroga, the financial effect of the claim was estimated at about R 264 178.05 as at 30th June 2022, The municipality's

lawyers and management consider the likclihood of the action against the municipality being successful as unlikely with over
80% probability of no success, and the case should be resolved within the next twenty-four monihs,

The applicant did lodge a review of the order, and the request for security payment is to stay execution was also submitted..

The R 264 178.05 security payment is to be reimbursed to the municiapility upon finalization of the 1atter.

Mr Andries Mokgotho vs Sekhukhune District Municipality

Litigation is in the process against Mr Andreis Mokgotho relating to a charge of gross misconduct by the municipality, it was
impracticable to determine the financial ¢ffect of the claim as at 30th June 2022, The municipality's lawyers and management
consider the likelihood of the action against the municipality being successful as unlikely with over 90% probability of no
success, and the case should be resolved within the next twenty-four months.

Mr Mokgotho did lodge an pplication for review at SLGBV and it is not known when will the hearing on the matter be concluded.,
As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mr Rubert Matabane vs Sekhukhune District Municipality

Litigation is in the process against Mr Rubert Matabane relating to a charge of gross misconduct by the municipality, it was
impracticable to determine the financial effect of the claim as at 30th June 2022, The municipality's lawyers and management
consider the likelihood of the action against the municipality being successful as unlikely with over 90% probability of no
success, and the case should be resolved within the next twelve months.

The last witness did appear to provide evidence and the proceedings were postponed to allow the cross-examination
processes to unfold, a date has been secured to finalize the matter.

As al the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Ms Busisiwe Matjie vs Sekhukhune District Municipality

Litigation is in the process against Ms Busisiwe Matjie relating to a charge of gross misconduct by the municipality, it was
impracticable to determine the financial effect of the claim as at 30th June 2022. The municipality's lawyers and management
consider the likelihood of the action against the municipality being successful as unlikely with over 90% probability of no
success, and the case should be resolved within the next twelve months.

The chairperson of the hgearing did pospone the hearing subject to confirmation of a future date to finalize the matter.
As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Class A Trading vs Sekhukhune District Municipality

Litigation is in the process against a supplier of goods and services whereby the municipality dispute a claim by the supplier of
services which the supplier claim to have rendered to the municipality. It was impracticable to determine the financial effect of
the claim as at 30th June 2022. The municipality's lawyers and management consider the likelihood of the action against the

municipality being successful as unlikely with over 90% probability of no success, and the case should be resolved within the
next twenty-four months.

The plaintiff has served the summons and the defendent initiated the mediation. The proposal recceived from the plaintiff for
settlement subject to authorization.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Ms Seponkane Paulina Nkadimeng vs Sekhukhune District Municipality
Litigation is in the process against Ms Seponkane Paulina Nkadimeng whereby the municipality dispute a claim by the supplier
of serices which the supplier ¢laim fo have rendered to the municipality. The financial effect of the claim as at 30th June 2022
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41. Contingent Liabilities {continued)

could be estimated at about R 726 000.00. The municipality's lawyers and management consider the likelihood of the action

against the municipality being successful as highly unlikely with over 90% probability of no success, and the case should be
resolved within the next twenty-four months.

Additional reports of evidence requested by the court and it was unknown as at 30th June 2022 when will the court set up a
new date to fialize the matter,

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Makone Consulting Engineers vs Sekhukhune District Municipality

Litigation is in the process against Makone Counsulting Engineers whereby the municipality dispute a claim by the consultant
that they have rendered services to the municipality. The financial effect of the claim as at 30th June 2022 could be estimated
at about R 673 298.62. The municipality's lawyers and management consider the likelihood of the action against the

municipality being successful as highly unlikely with over 90% probability of no success, and the case should be resolved
within the next twenty-four months.

The court awaits a submission of the additional evidence by the Infrastruciure and Water Services department of the
municipality and the date of finalization of the matter was unknown as at 30th June 2022,

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Lebaka Construction {pty) Itd vs Sekhukhune District Municipality

Litigation is in the process against Lebaka Construction whereby the municipality dispute a claim by the contractor of interest
on a claim for works which the contractor claims to have done for the municipality. The financial effect of the claim as at 30th
June 2022 could be estimated at about R 167 735.66. The municipality's lawyers and management consider the likelihood of

the action against the municipality being successful as highly unlikely with over 90% probability of no success, and the case
should be resolved within the next twenty-four months.

The palintiff secured the summary of the judgement on the payment of the variation order and the municipality has lodged a
review of the judgement. A date of finalizing the matter is yet to be provided.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter,

Dynamic Integrated Geoydro Environmental Services vs Sekhukhune District Municipality

Litigation is in the process against Dynamic Integrated Geoydro Environmental Services whereby the municipality dispute a
claim by the supplier for works which the supplier claims to have done for the municipality. The financial effect of the claim as
at 30th June 2022 could be estimated at about R 911 543.00. The municipality's lawyers and management consider the

likelihood of the action against the municipality being successful as unlikely with over 90% probability of no success, and the
case should be resolved within the next twenty-four manths,

The plaintiff served notices and the municipality has entetred a defence. The date of finalization of the matter was uncertain as
at 30th June 2022.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mr Tumelo Modisane vs Sekhukhune District Municipality

Litigation is in the process against Mr Tumelo Modisane whereby a claim in delict was submitted Mr Modisane. The financial
effect of the claim as at 30th June 2022 could be estimated at about R 1 000 000.00. The municipality's lawyers and
management consider the likelihood of the action against the municipality being successful as unlikely with over 90%
probabitity of no success , and the case should be resolved within the next twenty-four months.

The paintiff served summons to the municipality. The municipality entered defence and filed pleadings.A date to finaliza the
matter is yet to be provided by the court.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

LBM Consulting vs Sekhukhune District Municipality

Litigation is in the process against LBM Consulting whereby the municipality dispute a claim by the consultant for works which
the supplier claims to have done for the municipality. The financial effect of the claim as at 30th June 2022 could be estimated
at about R 973 835.97. The municipality's lawyers and management consider the likelihood of the action against the
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1. Contingent Liabilities (continued)

municipality being successful as unlikely with over 90% probability of no success, @:nd the case should be resolved within the
next twenty-four month

Tha plaintiff served the municipality with summons and a notice to defent was served by the municipality. Opposing affidavit

and counter claim are to be served by the municipality. A date to conclude on the proceedings of this matter is yet to be
provided by the court.

A atthe reporting date, there was no indication of any possibility of a reimbursement on this matter.

P.{ Financial Services vs Sekhukhune District Municipality

| tigation is in the process against PK Financial Services whereby the municipality dispute a claim by the consultant for an
“.vard of a bid to another consultant that was competing with PF Financial Services in a same bidding process. It was
impracticable to determine the financial effect of the claim as at the 30th of June 2022, The municipality's lawyers and
management consider the likelihood of the action against the municipality being sucecessful as unlikely with over 90%
prabability of no success, and the case should be resolved within the next twelve months.

The review date is set at 30th of August 2022 and the municipality has commenced the arbitration proceedings for the counter
claim.

_ As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Vaolia Water Solutions and Technologies (pty) itd vs Sekhukhune District Municipatity

Litigation is in the process against Veolia Water Solutions and Technologies (pty} Itd whereby the municipality dispute a claim
by the supplier of serices which the supplier claim to have rendered to the municipality. The financial effect of the claim as at
30th June 2022 could be estimated at about R 180 000.00. The municipality's lawyers and management consider the likelihood
of the action against the municipality being successful as unlikely with over 90% probability of no success, and the case should
be resolved within the next twenty-four months.

The plaintiff transmitted a letter of demand and issued summeons to the municipality. A court date is yet to be provided to
conclude for the municipality to defent the matter. :

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mzamo V Group vs Sekhukhune District Municipality

Litigation is in the process against Mzamo V Group whereby the municipality dispute a claim by the supplicr of services which
the supplier claim to have rendered to the municipality. The financial effect of the claim as at 30th June 2022 could be
estimated at about R 831 378.65. The municipality's lawyers and management consider the likelfhood of the action against the

municipality being successful as unlikely with over 90% probability of no success, and the case should be resolved within the
next twenty-four months. )

The plaintiif transmitted a letter of demand and issued summons to the municipality. A court date is yet to be provided to
conclude for the municipality to defent the matter.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mothoa vs Sekhukhune District Municipality

Litigation is in the process against Mothoa whereby a claim in delict was submitted. The financial effect of the claim as at 30th
June 2022 could be estimated at about R 1 648 133.70. The municipality's lawyers and management consider the likelihood of

the action against the municipality being successful as unlikely with over 90% probability of no success and the case should be
resolved within the next twenty-four months.

The paintiff served summeons to the municipality. The municipality entered defence and filed pleadings. A date to finaliza the
matter is yet to be provided by the court.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.
Matsemela Properties vs Sekhukhune District Municipality

Litigation is in the process against Matsemela Properties whereby the municipality dispute a claim by the company of a rental
which the comapny claims the municipality is owing to them. The financial effect of the claim as at 30th June 2022 could be
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41. Contingent Liabilities {continued)
estimated at about R 80 000.00. The municipality's lawyers and management consider the likelihood of the action against the

municipality being successful as unlikely with over 90% probability of no success and the case should be resolved within the
next twenty-four months,

The company lodged an agent application 1o force a payment but the municipality obtained a favourable judgement. The
company did serve a notice of appeal and a date is yat to be provided for the matter to be heard.

As at the reporting date, there was an indication of a possibility of a reimbursement by the company to the municipality of the
costs incurred by the municipality.

Mr Sc:lomon Phasha vs Sekhukhune District Municipality

Litigailion is in the process against Mr Solomon Phasha whereby a claim in delict was submitted. The financial effect of the
clairy as at 30th June 2022 could be estimated at about R 2 000 000.00. The municipality's lawyers and management consider
the likelihood of the action against the municipality being successful as unlikely with over 90% probability of no success and
the case should be resolved within the next twenty-four months.

The paintiff served summons to the municipality. The municipality entered deferce and fited pleadings. A date to finaliza the
matter is yet to be provided by the court,

As at the reporting date, there was no indication of any possibility of a reimbursement on this mater.

Hexagon Technologies and Projects vs Sekhukhune District Municipality

Litigation is in the process against Hexagon Technologies and Projects whereby the municipality dispute a claim of a consumer
price index adjustment on their contract with the municipality. The financial effect of the claim as at 30th June 2022 could be
estimated at about R 7 421 365.80. The municipality's lawyers and management cansider the fikelihood of the action against

the municipality being successful as unlikely with over 90% probability of no success and the case should be resolved within
the next twenty-four months.

The plaintiff transmitted a letter of demand and issued summons to the municipality. The municipality defended the matter.
Pleadings were exchanged and a pre-trial also held. A date for the trial is yet to be provided..

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter

Ms Julia Dibilong vs Selkhukhune District Municipality

Litigation is in the process against Ms Julia Dibilong whereby a claim in delict was submitted. The financial effect of the claim
as at 30th June 2022 could be estimated at about R 1 500 000.00. The municipality's lawyers and management consider the
likelihood of the action against the municipality being successful as unlikely with over 90% probability of no success and the

case should be resolved within the next twenty-four manths.

The paintiff served summons to the municipality. The municipality entered defence and filed pleadings. A date to finaliza the
matter is yet to be provided by the court.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Ethokga Consulting and Projects vs Sekhukhune District Municipality

Litigation is in the process against Ethokga Consulting Services whereby the municipality dispute a claim by the company of
services which the company claim to have rendered to the municipality. The financial effect of the claim as at 30th June 2022
could be estimated at about R 20 490 616.12. The municipality’s lawyers and management consider the likelihood of the action
against the municipality being successful as unlikely with over 90% probability of no success and the case should be resolved
within the next twenty-four months.

The plaintiff transmitted a letter of demand and issued summons to the municipality. A court date is yet to be provided to
conclude for the municipality to defent the matter.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.
Mr Kgopane MM vs Sekhukhune District Municipality

Litigatien is in the process against Mr Kgopane MM whereby a claim in delict was submitied. The financial effect of the claim as
at 30th June 2022 could be estimated at about R 3 713 183.00. The municipality's lawyers and management consider the
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41. Contingent Liabilities (continued)

likelihood of the action against the municipality being successful as unlikely with over 90% probability of no success and the
case should be resolved within the next twenty-four months,

The paintiff served summons to the municipality. The municipality entered defence and filed pleadings. A date to finaliza the
matter is yet to be provided by the court.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mr Tladi 5.J vs Sekhukhune District Municipality
Litigation is in the process against Mr Kgopane MM whereby a claim in delict was submitted. The financial effect of the claim -
at 30th June 2022 could be estimated at about R 10 345.22. The municipality’s lawyers and management consider the

likelihood of the action against the municipality being successful as unlikely with over 90% probability of no success, and the
case should be resolved within the next twenty-four months.

o

The painliff served summons to the municipality. The municipality entered defence and filed pleadings. A date to finatiza the
matter is yet to be provided by the court.

As at the reporling date, there was no indication of any possibility of a reimbursement on this matter

Mfumelelo Business Enterprise vs Sekhukhune District Municipality

Litigation is in the process against Mfumelelo Business Enterprise whereby the municipality dispute a claim by the company of
retention monies that they claim are due to them. The financial effect of the claim as at 30th June 2022 could be estimated at
about R 2 789 267.50. The municipality's lawyers and management consider the likelihood of the action against the

municipality being successful as unlikely with over 90% probability of no success and the case should be resolved within the
next twenty-four months.

The plaintiff issued summons to the municipality. The municipality has entered defence a date of the matter to be heard is to be
provided.

As at the reporting date, there was no indication of any possibility of a reimbursement on this matter.

Mr Selby Kobe vs Sekhukhune District Municipality

Litigation is in the process against Mr Selby Kobe whereby the municipality dispute a claim of a prohibitary interdict by Mr
Kobe. The financial effect of the claim could not be determined as at the 30th of June 2022. The municipality's lawyers and
management consider the likelihcod of the action against the municipality being successful as unlikely with over 90%
probability of no success, and the case should be resolved within the next twenty-four menths.

The municipality has entered defence and a date of the matter to be heard is to be provided.

As at the reporting date, there was no indication of any possibitity of a reimbursement on this matter.

Contingent assets
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41. Contingent Liabilities {continued)

Sekhukhune District Municipality vs Maadima (pty) Itd

Litigation is in the process regarding a claim by the municipality to Maadima (pty) Itd as an underwriter of a guarantee to a
contractor, the contractor did fail to complete the construction works on behalf of the municipality as per its appointment and
the guarantee monies were due to complete the remaining works. The financial effect of the claim as at 30th June 2022 could
be esfimated at about R 4 714 054.73. The municipality's lawyers and management consider the likelihoad of the action

against the Maadima (pty) Itd with 80% chances of success for the munizipality, and the case should be resolved within the
next twenty-four months,

The letter of demand already served. Municipal attorneys currently preparing summons.

Sekhukhune District Municipality vs Betrams & Standard Bank

Litigation is in the process regarding a claim by the municipality to Betrams {pty) Itd and Standard Bank on guarantess issued
by the Standard Bank SA on behalf of Betrams {pty) Itd. The financial effect of the claim as at 30th June 2022 could be
estimated at about R 25 080 622.05. The municipality's lawyers and management consider the likelihood of the action against
Betrams {pty) Itd and Standard Bank SA with 80% chances of success for the municipality, and the case should be resclved
within the next twenty-four months.

Summons served on defendents. Notice of exception also received.

Sekhukhune District Municipality vs Advocate Ngutshane

Litigation is in the process regarding a claim by the municipality to Advocate Ngutshane on a payment erronously paid into his
bank account by the municipality. The financial effect of the claim as at 30th June 2022 could be estimated at about

R 238 131.55. The municipality’s lawyers and management consider the likelihood of the action against with 80% chances of
success for the municipality, and the case should be resolved within the next twenty-four months.

Summons served to the defendent. Plea received from the defendent.

Sekhukhune District Municipality vs Letlakane Business Enterprise

Litigation is in the process regarding a claim by the municipality to Letiakane Business Enterprise on their failure to complete
delivery of an order issued to them by the municipality. The order was for laptops which were initially delivered in total, however
one laptap was not functional and did not pass the testing process by the municipality. Letlakane Business Enterprise was
requested by the municipality lo replace the laptop and they subsequently refused to replace it.The financial effect of the claim
was not available as at the 30th June 2022, The municipality's lawyers and management consider the likelihood of the action
against with 80% chances of success for the municipality, and the case should be resolved within the next twenty-four months.

The company finally agreed to replace the laptop though the cost of replacement could not be determined relaibly as at the
30th of June 2022,
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42. Related parties

Relationships

Accounting Officer

Controlled entities

Local government controlling body
Members of the municipal council
Members of key management

Municipal Manager

Sekhukhune Development Agency

South Agrican Lecal Government Association
Refer to note 44

Refer to note 20

2021

Related party balances

Annual membership fees

South African Local Government Association 4 481 840 3977 058
Transfers and subsidies
Sekhukhune Developmengt Agency 3219346 2 592 581
Members of key management
Municipal Manager 1396 843 1162 599
Chief Financial Officer - 1400 361
Senior Manager: Corporate Services - 407 829
Senior Manager: Infrastructure and Water Services 308 205 962 112
Senior Manager: Community Services 1178735 1150 832
Senior Manager: Planning and Economic Development 1304 718 1318993
Chief Audit Executive - 102 257
Acting Chief Financial Officer 83 118 13 438
Acting Director: Corporate Services 9474 14 196
Acting Chief Audit Executive 2 369 9474
Acting Director: Infrastructure and Water Services 8 144 -
Remuneration of councillors Annual Travel Celiphone Pension, Sitting Total
2021/22 remuneratio allowance allowance Medical, UIF allowance &

n & SDL  travel claims
Clir Ramaila KS (Executive Mayor) 256 532 - 14 800 71976 - 343 308
Clir Mathebe JL {Executive Mayor) 439 048 - 20 600 72278 - 540 925
Clir Manamela MM (Gouncil 236 982 - 14 800 25 806 - 277 587
speaker)
Clir Chego DK {Couicil speaker) 399 168 - 28 600 34 702 7770 471 239
Clir Mokganyetji MJ (Chief Whip) 174 897 57 619 14 800 13 822 6 518 267 657
Clir Phokane MJ (Chief Whip) 373 952 33291 29 600 32 698 148 469 690
Clir Mahlangu MF 274 897 57 619 14 800 14 143 114 507 475 966
Clir Matlala MA 274 897 57 619 14 800 13 839 15 208 376 357
Clir Nkosi SM 298 877 31 841 14 800 14 088 70 141 431 546
Cllr Mmakola SM 234 241 31 841 14 800 16714 31190 327 756
Clir Ramaila KS 336 387 - 29600 111 223 7 883 485 093
Clir Kupa CR 372 839 63 492 28 600 37 106 7 384 510422
Clir Mokganyetji MJ 377 001 20756 29 600 32897 148 460 404
Clir Ratau MF 377 001 18 015 29 800 32944 21859 479 568
Clir Mabatane E 323426 23 447 29 600 28 41 6 964 411 837
Clir Leshaba MB 331178 63 764 29 600 29 182 6282 480 007
Clir Sefala RE 162 738 53778 14 800 22 656 27 854 281 826
Clir Maila St 74 873 23157 14 800 6 144 51 755 170 728
Clir Matsetela LA 74 873 23157 14 800 6 492 126 770 246 092
Clir Mcimana MT 74 873 23157 14 800 6 026 27 873 146 729
Clir Mtsweni BW 74 873 23157 14 800 5995 - 118 825
Clir Phala ML - 17 382 & 800 143 12 136 36 461
ClIr Motlae MG - 16 879 6 800 - 9929 33728
Cllr Mehlape SH - 29072 6 800 194 16 291 52 355
Clir Mahlangu SJ - 6 863 6 800 112 8 826 22 001
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42. Relaied parties (continued)

Clir Makeke GM - 21 966 6 800 129 33654 62 549
Clir Mosotho MT - - 6 800 68 - 6 868
Clir Mabatane MC 4 466 - 6 800 113 - 11 379
Clir Rankog TP 30196 8 567 6 800 370 - 45932
Clir Dalamo MF 3480 17 688 6 800 116 - 28083
Clir Thokeane MJ 3480 - 6 800 103 - 10 383
Clir Madutlela KK 3480 5173 6 800 - 112 15 564
Clir Diale MH 3480 26 122 6 800 197 7 596 44 195
Clir Nkadimeng LR 3480 28 889 6 800 143 - 39313
Clir Matlala FM 4 466 - 6 800 . 112 - 11 379
Clir Ranoto P 4 466 4934 6 800 110 - 16 320
Clir Sebothoma RG 3480 30 204 6 800 257 - 57 224
Clir Phaladi RC 105 930 23 157 14 800 8433 27 603 179923
Clir Mabelane MM 26 716 35 054 6 800 373 - 68 942
Clir Mamaogale MF - 74 546 6 800 458 28 684 110 488
Clir Maisela RP 26716 - 6 800 335 - 33 851
Clir Kgaphola MA 26 716 16 806 6 800 376 8 379 59 076
ClIr Radingoana MR 26 716 28 437 6 800 335 - 62 287
Clir Mokgotho LL - 43 342 6 800 270 22 065 72 476
Clir Malapne SS - 28 052 6 80O 208 23 247 58 307
Clir Mamokgopa LD - 29 645 6 800 206 17 231 53 882
Clir Makola JV - 59 640 6 800 473 21121 88033
Clir Makofane IT - 74 885 6 800 537 18 754 100 977
Clir Makua MJ : - 10 839 6 800 173 29 879 47 690
ClIr Motseni NL 3480 40 227 6 800 208 - 50715
Cllr Maloka MF 3 480 6004 6 800 110 3227 19 622
Clir Moloko MK 74 873 23157 14 800 6 006 14 232 133 068
Clir Mashabela MN - 36 351 6 800 184 15 445 58 781
Clir Ramautswa KJ 74 873 23 157 14 800 - 5995 118 825
Clir Matsepe CD - - - 11 2207 2217
Cllr Matseke RT 74 873 23 157 14 800 6 081 45 984 164 894
Clir Mogotji FM 179 878 1253 29 600 2245 149 213124
Clir Tshivhula MP 166 720 15618 29 600 15150 149 227 238
Clir Kgwedi JL 166 721 - 29 600 15150 4 307 215778
Clir Komane LM 173 299 21 330 29 600 §739 2297 235 266
Clir Matsetela ML 166 721 - 29 600 15 168 4 487 215956
Clir Mosotho MT 166 721 37 901 29 600 15 231 41 700 253 251
ClIr Senong MR 166 721 - 29 600 15 350 41 162 252 832
Clir Magabe MS 40073 - 11900 538 8424 60935
Clir Makofane T - - 11900 410 102 213 114 523
Clir Masuku TS - - 11 900 464 90 017 102 381
Clir Mathipa MP - - 11 900 368 88 901 101 223
Clir Mgiba NP 40073 - 11 900 525 52 825 105 324
Clir Mokgotho K - - 11 200 488 112 026 124 414
Clir Thobejane LM - - 11 900 372 84 344 96 616
Clir Tlape MM 40073 - 11 900 538 22 556 75078
Clir Molapo WS - - 11 900 230 48 558 60 688
ClIr Mabelane SS - - 11 900 301 75 453 87 654
Cllr Ngwatle AD - - 11 900 190 20999 33089
Ciir Makofane IT - - 11 900 709 118 448 131 057
Clir Malau TS - - 11 200 264 45533 57 697
Clir Mashilo MS 40 073 - 11 200 504 25 879 78 446
ClIr Mohlarnonyane TE - - 11 900 202 38020 51122
Clir Maibelo LS - - 11 900 207 25783 37 891
Clir Nkosi 8B 40 074 - 11 900 525 17 636 70134
ClIr Sithole ME : - - 11 900 249 40 475 52 624
Cllr Matsomane ST - - 11 900 235 29029 41 164
Clir Leckana MD 6 090 - 11 900 195 14927 33112
Clir Rankoe TP 2280 - 11 900 146 27 037 414 363
Clir Masoane E 7 570 - 11 900 262 27 379 47 110
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42. Related parties (continued)

Clir Molokoane ML 6 090 - 11 900 214 9 663 27 868
ClIr Thokwane KZ 7 570 - 11 900 208 11 883 315662
Clir Mashegoana MC 6 090 - 11 800 222 25697 43 909
Cllr Makobe PA 6 090 - 11 900 180 - 18 170
Cllr Lekoatsipa LR 46 164 - 11 200 758 42 274 101 095
Clir Magatla LN 6 090 - 11 200 209 19038 37 237
ClIr Letsela S8 6 090 - 11 800 188 21990 40 167
Clir Maelane KM 6 090 - 11 800 207 19 675 37 871
Clir Machai MJ 6 080 - 11 900 237 18 480 36717
ClIr Manganeng ML 97 851 31 841 13 600 7914 97 662 248 869
CliIr Mnisi SP 97 851 31841 13 600 7780 44 762 195 834
ClIr Mafefe HO 162 533 57 618 14 800 26 237 22190 283 379
Clir Mogofe ME 74 873 23157 14 800 5995 17 750 136 575
Clir Malatji MN 216 165 - 29 600 19 370 74 478 339613
ClIr Mafefe HO 235323 - 29 600 50 147 55 407 370478
Clir Mohtala MJ 216 165 - 29 600 19 651 82078 347 393
Clir Sefata KRE 228 486 - 29 600 57 073 71090 386 248
Subtotal 8881068 1516465 1458500 946 611 2748672 15631493

8 881 068 1616 465 1458 500 946 611 2748 672 15631493

Remuneration of councillors Annual Travel Cellphone Pension, Sitting Total
2020/21 remuneratio allowance allowance Medical, UIF allowance
n & SDL

Clir Ramaila KS (Executive Mayor) 694 573 - 44 400 206 233 - 945 206
Clir Manamela MM{Council speaker) 645 383 - " 44 400 75 217 - 765 000
ClIr Mokganyetfi M (Chief Whip) 312 393 139 484 44 400 27 147 - 523424
Clir Mahlangu B 462 817 384 214 44 400 40 220 - 931 6561
Clir Nchabeleng T 242 348 163 424 23 568 29 356 - 458 694
Clir Matlala M 462 817 195 456 44 400 39824 - 742 497
Clir Nkosi 8 462 817 364 654 44 400 40 361 - 912 232
Clir Mmakola M 534 758 107 970 44 400 45 265 - 732 393
Clir Mafefe Q 307 533 183 332 44 400 65 282 - 600 547
Clir Mogofe M 33085 18 650 7400 2 954 - 62 089
Clir Sefela R 422 214 207 733 44 400 72217 - 746 564
Clir Manganeng M 259 038 283 523 40 800 22 495 - 605 856
Clir Mnisi S 259038 215 591 40 800 22401 - 537 830
ClIr Maila S 198 511 171 533 44 300 17 513 - 431 857
Clir Matsetela M 198 511 172 264 44 300 17 557 - 432 632
Clir Moimana M 198 511 120 047 44 300 17 277 - 380 135
Clir Mtshweni B ) 198 511 74 700 44 300 17 254 - 334 765
Clir Phala M - 37 027 20 400 334 34197 91 958
Clir Motlafe M - 42 353 20 400 341 39712 102 806
Clir Mehlape S - 52 542 20 400 402 41 920 115 264
Clir Mahlangu J - 30 093 20 400 297 29784 80 574
Clir Makeke G - 74 190 20 400 358 41919 136 867
Clir Mosotho M - - 20 400 181 3310 23 891
Cilr Mathebe C - 14 826 10 200 a8 9 927 35051
Clir Mabatane M 13 399 5093 20 400 282 - 39174
Clir Rankoe T 90 587 33 955 20 400 925 - 145 867
Cllir Dolamo M 10 440 593 187 20 400 273 - 90 300
Clir Thokoane M ) 10 440 - 20 400 257 - 31097
Clir Madutiela K 10 440 47 433 20 400 317 - 78 590
Clir Diale M 10 440 117 344 20 400 520 - 148 704
Clir Nkadimeng L 10 440 60 213 20 400 299 - 91 352
Clir Matlala F 13 399 17 250 20 400 301 - 51 350
Clir Ranoto P 13 399 10 577 20 400 291 - 44 667
Clir Sebothoma R 10 440 90 651 20 400 431 - 121 982
Clir Phaladi R 276 468 147 028 44 320 23749 - 491 565
Clir Mabelane M 80 147 122 950 20 400 881 - 224 378
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42. Related partie s (continued)

Clir Mamogale M - 155 251 20400 805 56 260 232716
Clir Maisela R 13 388 - 20 400 414 24 270 58 442
Clir Kgapola M 80 147 50 513 20 400 859 - 151 919
Clir Radingoana M 13 357 98 1589 20400 491 43023 175 460
Clir Mokgotho L - 162 607 20400 678 62 879 246 564
Clir Malapane S - 88 970 20 400 456 31980 141 816
Clir Mamokgopa L - 64 358 20400 367 25373 110 498
Clir Makola J - 79 762 20 400 644 34 198 135 004
Cllr Makofane | - 183 196 20 400 1174 60 673 265 443
Cllr Makua M - 71028 20 400 413 56 260 148 101
Clir Motseni N 10 440 59 199 20 400 329 - 90 368
Clir Malcka M 10 440 28 961 20 400 260 - 60 061
Clir Moloko M 198 511 108 390 44 300 17 258 - 369 460
ClIr Mashabela M - 79 270 20 400 412 47 435 147 517
Clir Ramautswa K 198 511 69 470 44 400 17 252 - 329633
Clir Matsepe C - 3778 - 50 9929 13 757
Clir Matseke R 82713 54 107 18 500 7426 - 162 746

7050374 5123 336 1463 086 838453 653059 15128 314

43. Prior period errors
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43. Prior period errors (continued)

Inventory In
the prior periods the inventory in the sub-stores of the municipality was not expensed to reflect the inventory issued from the
the main store to the sub-stores. Issues of inventary would be accounted for as an expense in the year they are issued for any
use. The ommission resulted in the overstatement of the inventory and the understatement of the expenditure. To account for

the expenditure a prior period adjustment was made to the comparative periods by reducing the inventory balance and
increasing the expense.

Consumer Debtors and VAT Receivable
[t was noted in the current year that the credit and debt collection policy was not aligned with the requirements of the
GRAP 104. A prior period error adjustment was effected to correct the srror retrospectively. The effect of the adjusted was a

decrease in the consumer debtors both in the current and prior years. The VAT receivables increased as a result of  the
adjustment in the prior period errors.

Property, Plant and Equipment
1. Work in pregress,

- There were quite a number of slow moving projects which were previously reported as work in progress in the prior
periods. No sufficient information was made available for management to establish the correct accounting
treatment, such required information was discovered and made available in the current year as a result most
projects were capitalized and moved out of the work in progress register. Most discavered information provided
evidence that most projects were actually completed long ago hence the prior period adjustments were effected.

2. Completed projects.
There were quite a number of completad projects which were previously reported as work in progress in the prior
periods. No sufficient information was made available for management to establish the correct accounting
treatment, such reguired information was discovered and made available in the current year as a result most
projects were capitalized and moved out of the work in progress register. Most discovered infarmation provided
did assist in capitalizing the projects and ultimately moving them out of the work in progress register.

Operating lease liability

In the prior periods accounting for the lease was not in line with GRAP 13 as the operating lease contracts with a fixed
escalation clause were not smoothed for the period of the lease. The municipality recalculated the smoothing as per the
requirements of GRAP 13 and the prior period adjustements were effected and the financial statements adjusted accordingly.

Payables from exchange transactions

It was discovered during the current financial year that a duplicate payment was processed in the 2019/20 financial year. The
refund was incorrectly accounted for, the correction of which resulted in an increase in other payables and a decrease in other
income.

Accummulated surplus
A number of prior pericd errors were effected to retrospectively correct the prior period errors around the property, plant and

equipment, Inventory, trade and other payables. The correction of the prior period errors resulted in an adjustment of the
accumulated surpius in the current year.

Other Income .
It was discovered during the current financial year that a duplicate payment was processed in the 2019/20 financial year. The

refund was incorrectly accounted for, the correction of which resulted in an increase in other payables and a decrease in other
income.

Government grants and subsidies

Debt Impairment
it was noted in the current year that the credit and debt collection policy was not aligned with the requirements of the
GRAP 104. A prior period error adjustment was effected to correct the error retrospectively. The effect of the adjusted was a

decrease in the consumer debtors both in the current and prior years. The VAT receivables increased as a result of  the
adjustment in the prior period errors.

General Expenses
The invoices for the bulk water purchases do include the expenditure for the repairs and maintenance works done by the
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43. Prior period errors (continued)

Lepelle Northern Water on behalf of the municipality. The reconciliation of the bulk water invoices is perfermed manually and

the expenditure is passed info the system through journals.

44, Prior-year adjustments

Presented below are those items contained in the statement of financial position, statement of financial performiance and cash

flow staternent that have been affected by prior-year adjustments:

Statement of financial position

2022
Note As previously Correction of Restated
reported error

Inventories 32325619 (11627 1968) 20698 423
VAT receivable 69 182 671 24 996 062 94 178 733
Other financial assets 1 000 - 1 000
Receivables from exchange transactions 171682 891 (132448 306) 39234585
Receivables from non-exchange transactions 43 291 823 - 43 291 823
Cash and cash equivalents 237 402 088 - 237402088
Prepayments 3977 058 - 3977 058
Property, plant and equipment 4000 588 824 401 187 626 4 401 776 450
Cperating lease liability (3 822 340) 3784753 (37 587)
Payables from exchange transactions {500 536 930) (2 239 826} (502 776 756)
Consumer deposits (4 624 379) - (4 624 379)

Unspent conditional grants and receipts
Provisions

Provisions

Accumulated surplus

(30 315 359)
(24 563 959)
(26 294 422)

(30 315 359)
(24 563 959)
(26 294 422)

(3 968 204 585) (283 653 113)4 251 947 698)
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44. Prior-year adjustments (continued)

Statement of financial performance

2022
Note As previously Correction of Restated
reported error

Service charges 85 340 370 - 85340 370
Interest received - Debtors 12 936 559 - 12 936 559
Other income 82 986 496 (2239826) 80746670
Interest received 15 003 055 - 15 003 055
Government grants & subsidies 1502 648 813 12973063 1515621 876
Public contributions and donations 21 980 000 - 21 980 000
Fines, Penalties and Forfeits 3834 - 3834
Employee related costs (407 232 659) - {407 232 659)
Remuneration of councillors (15 042 796) - (15042 7986)
Repairs and maintenance (30 328 288) - (30328 288)
Depreciation and amortisation (94 331 387) - (94 331 387)
Impairment loss (39 654 158) - (39654 158)
Finance costs (3618 972) - (3618972)
Lease rentals on operating lease (63 123 781) - (63123 781)
Debt Impairment - (33444 880) (33444 880)
Bad debts written off (66 913) - (66 913)

Bulk purchases
Contracted service

(162 186 318)
(76 969 790)

(162 186 318)
(76 969 790}

Transfers and Subsidies (2 556 298) - (2 556 298}
Loss on disposal of assets and liabilities (998 642) - (998 642}
General Expenses (196 273 758) (11 559 256) (207 833 014}
Actuarial gainsilosses {5 151 038) - {5151 036)
Surplus for the year 623 364 331 (34270 899) 589 093 432

Narration on prior period errors

Inventory

In the prior periods the inventory in the sub-steres of the municipality was not expensed to reflect the
inventory issued from the main store to the sub-stores. Issues of inventory would be accounted for as an
expense in the year they are issued for any use, The omission resuited in the overstatement of the inventory
and the understatement of the expense. To account for the expense a prior period adjusted was made to the
comparative periods by reducing the inventory balance and increasing the expense.

VAT receivable

The following prior period errors adjustments occurred:
45. Risk management

Financial risk management

The municipality’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

Liquidity risk

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities,
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45, Risk management (continued)
Credit risk

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

Trade receivablas comprise a widespread customer base. Management evaluated credit risk relating to customers on an
ongeing basis. If customers are independently rated, these ratings are usad. 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 accorcance with limits set by the board. The utilisation of
credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee
insurance is purchased when deemed appropriate.

74



246
Sekh:ikhuna District Municipality
Financial Statements for the year ended 30 June 2022

Notes to the Financial Statements
Figures in Rand " ) 2022 2021

45. Risk management (continued)
Market risk

Interest rate risk

As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are
substantially independent of changes in market interest rates,

46. Going concern

We draw attention to the fact that at 30th June 2022, the municipality had an accumulated surplus of R 4 559 381 166

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities,
contingent obligations and commitments will cccur in the ordinary course of business.

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of
these is that the accounting officer continue to procure funding for the ongeing operations for the municipality and that the

subordination agreement referred to in note XX of these financial statements will remain in force for so long as it takes to
restore the solvency of the municipality.

47. Events after the reporting date

Events after the reporting date are those events, both favourable and unfavourable, that occur between the reporting date and
the date the financlal statements are authorized for issue. The two types of events can be identified, (i} those that provide
evidence of events that existed at the reporting date being the adjusting events after the reporting date and (ii) those that are
indicative of conditions that arose after the reporting date as the non-adjusting events after the reporting date.

48. Unauthorised expenditure

Opening balance as previously reported 410085215 398 303 183
Add: Unauthorised expenditure - current 505 611 11782 032
Closing balance 410 590 826 410085 215

49. Fruitless and wasteful expenditure

Opening balance as previously reported 46 566 914 48 222 760
Add: Fruitless and wasteful expenditure identified - current 10 166 818 344 154
Closing balance 56 733 732 46 566 914

Fruitless and wasteful expendilure is presented inclusive of VAT

50. lrregular expenditure

Opening balance as previdusly reported ) 1201749911 987 512 656
Add: Irregular expenditure - current 76787198 214 237 255
Closing balance 1278 537109 1201 749 911
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Eigures in Rand

2022 2021
51. Additional disclosure in terms of Municipal Finair-e Management Act
Contributions to organised local government
Current year subscription / fee 4 481 840 3977058
Amount paid - current year (4 481 840) (3977 058)
Material losses (Water distribution)
Current year loss in Kiloliters 11 347 063 12 224 655
Amount paid - current year 56 783 022 90 751 416
Total - amount paid in current year 56 783 022 90 751 416
Audit fees
Current year subscription / fee 7874194 5461473
Amount paid - current year (7874 194)  (5461473)
PAYE, UIF and SDL
Current year subscription / fae 90 608 762 79 574 576
Amount paid - current year (80 324 224) (79 649 216)
284 538 (74 640)
Pension and Medical Aid Deductions
Current year subscription / fee 83 881 476 83 930675
Amount paid - current year (83913 247) (83 874 453}
(31 771) 56 222
VAT
VAT receivable 841048 032 732057 743
VAT payable 744 550 699 637 879 010

1585598 731 1 369 936 753
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51. Additional disclosure in terms of Municipal Finance Management Act {continued)

Councillers® arrear consumer accounts

The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2022:

30 June 2022

Outstanding Outstanding Total
less than 90 more than 90
days days
Clir Matsetela ML 2315 12 230 14 545
Clir Phokane MJ 158 - 158
Clir Matsetela M 704 2288 2990
3177 14 516 17 693
30 June 2021 Qutstanding Outstanding Total
less than 80 more than 90
days days
Clir Matsetela ML 339 1618 5009
During the year the following Caouncillors” had arrear accounts outstanding for more than 90 days.
30 June 2022 Highest Aging
outstanding {in days}
amount
Clir Matsetela ML 12 230 -
Clir Matsetela ML 2286 -
14 516 -

Supply chain management regulations

Section 36 of the Municipal Supply CHain Management Regulations stales that the accounting officer may dispense with the
official procurement processes established by the applicable supply chain policy and procure any required goods or services
through any convenient process which may include direct negotiations, but only (i) In an emergency , (ii) if such goods or
services are produced or available from a single service provider, (jii) for the acquisition of special works of art or historical
objects where specifications are difficult to complete, (iv} acquisitions of animals for zoos or (v) in any other exceplicnal case
where it is Impractical or impossible to follow the official procurement processes.

Description

Deviation as per section 36{1)(i} of the SCM regulations - 1799750

Deviation as per section 36{1)(ii) of ihe SCM regulations 5 338 302 55 520

Deviation as per section 38{1)(v) of the SCM regulations 603 036 4317 235
5941 338 6172 505
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Nature of business and principal activities Municipal enlity to implemeat high impact ecor:

Other Board Members
Mr Victor Madulo Mampuru
Mr Kwanele Mkhwanazi
Ms Marcia Blake {Resigned)
Mr Steven Masemola

Ms Mantwa Makanyane (Acting
CEO)

Mr Landiwe Mahlangu
(Chairperson)

Registered office Bareki Mall

Groblersdal
0470

Controlling entity Sekhukhune District Municipality

Bankers ABSA

Auditors Auditor General South Africa
Registered Auditors

nic projects
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Inde

The r..ports and statements set oul below comprise the annual financial siatements pre.ented to the provincial legislature:

Page
's Responsipilities and Approval 3
Audit Committee Report 4
's Report 5
Statement of Financial Position 6
Statement of Financial Performance 7
Statement of Changes in Net Assets 8
Cash Flow Statement 9
Statement of Comparisen of Budget and Agctual Amounts 10
Accounting Policies 11-17
Motes to the Annual Financial Statements 18 - 27
CoID Compensation for Occupational Injuries and Diseases
CRR Capital Replacement Reserve
DBSA Development Bank of South Africa
SA GAAP South African Statements of Generally Accepted Accounting Practice
GRAP Generally Recognised Accounting Practice
GAMAP Generally Accepted Municipal Accounting Practice
HDF Housing Development Fund
IAS International Accounting Standards
IMFO Institute of Municipal Finance Officers
IPSAS International Public Sector Accounting Standards
ME's Municipal Entities
MEC Member of the Executive Council
MFMA Municipal Finance Management Act
MIG Municipal Infrastructure Grant (Previously CMIP)




Sekhuithune Develorment Adjanc:

Annual Financial Statements for - year ended 30 June » .22

's Res: onsibf‘_éiies ar:d Appiroval

The accou. ting officers are required by the Municipal Finance Management Act {Act 56 of 2 23), to maintain adequale
accounting records and are responsible for the content and integrity of the annual financial s::stements and related financial
information included in this report. It is the responsibility of the accounting officers to ensure “hat the annual financial statements
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial
statements and was given unrestricted access to all financial records and related data.

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

The accous ting officers acknowledge that they are ultimately responsible for the system of internal financial control established
by the musiicipality and place considerable importance on maintaining a strong controt envirenment. To enable the accounting
officers to meet these responsibilities, the sets standards for internal control aimed at reducing the risk of error or deficitin a
cost effective manner, The standards include the proper delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate ségregation of duties to ensure an acceptable level of risk. These controls 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 a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the municipality is on identifying, assessing, managing and monitering all known forms of risk across the
municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that

appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures
and constraints.

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

The accounting officers have reviewed the municipality’s cash flow forecast for the year to 20 June 2023 and, in the light of this
review and the current financial position, they are satisfied that the municipality has or has access to adequate resources to
continue in operational existence for the foreseeable future.

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial
statements. The annual financial statements have been examined by the municipality's external auditors and their report is
presented on page 5.

The annual financial statements set out on pages 5 {0 27, which have been prepared on the going concern basis, were
approved on 31 August 2022 by:

Accounting Officer
Acting CEO




253

Sekhukhuine Development Agency

Annual Financial Statements for the year ended 30 June 2023

Audit Co: amittes Repo.

We cre please:. to present our report for the financial year ended 30 June 2022.

Audit committece members and attendance

The audit committee consists of the members listed hereunder and should meet at minimum 4 times per annum as per its
approved terms of reference. The committee held 4 ordinary and 2 special audit committee meetings were held.

Name of member Number of meetings attended
Mr Mokwele M (Chairperson)

Ms Ndlovu M CA(SA) - Member
Ms Mothelesi M - Member

Mr Mathabathe M - Member

Mr Thubakgale - Member

oW

Audit commit: :e responsihility

The audit committee reports that it has complied with its responsibilities arising from section 166 (2){a) of the MFMA.

The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein.

The effectiveness of internal control

The quality of in year management and monthly/quarterly reports submitted in terms of the MFMA and the Division of Revenue
Act.

Evaluation of annual financial statements

The audit committee has:

. reviewed and discussed the audited annual financial statements to be included in the annual report, with the Auditor-
General and the ;

reviewed the Auditor-General of South Africa’s management report and management's response thereto:

reviewed changes in accounting policies and practices (delete if not applicable);

reviewed the entities compliance with legal and regulatory provisions;

reviewed significant adjustments resulting from the audit.

The audit committee concur with and accept the Auditor-General of South Africa's report the annua! financial statements, and
are of the opinion that the audited annual financial statements should be accepted and read together with the report of the
Auditor-General of South Africa.

Internal audit

The audif committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks
pertinent to the municipality and its audits.

Auditor-General of South Africa

The audit commiftee has met with the Auditor-General of South Africa to ensure that there are no unresolved issues.

Chalrperson of the Audit Committee

Date:
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's Report

The accounting officers submit their report for the year ended 30 June 2022.
1. Review of activities

Main business and operations

Net deficit of the municipality was R 591 198 (2021: surplus R 2 633).

The entily is engaged in implementing high impact economic projects and op<rates principally in Souih Africa (Limpopo
province) Sekhukhune District.

2.  Going concern

The annuat financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and setilement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The ability of the municipality fo continue as a going concern is dependent on a number of factors. The most significant of these
is that the accounting officers continue to procure funding for the ongeing operations for the municipal entity from Sekhukune
District Municipality

3. Subsequent events

The accounting officers are not aware of any matter or circumstance arising since the end of the financial year.

4. Share capital / contributed capital

There were no changes in the authorised or issued share capital of the rmunicipality during the year under review,
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Statement of Financi i Posi:ion as at 30 June 202

Figures in Rand Note(s) 2022 2021
astated”

Assets

Current Assets
VAT receivable 37 320 -
Cash and cash equivalents 5 856 116 1467 490

893 436 1467 490

Non-Cuirent Assets

Property, plant and equipment 3 792 927 820 507
Total Assets 1 636 363 2 287 997
Liabilities

Current Liabilities

Payables from exchange transactions 7 687 049 697 485
Total Liabilities 687 049 697 485
Net Assets 993 314 1590 512
Share capital / contributed capital ' 6 1000 1000
Accumulated surplus 098 314 1589 512
Total Net Assets 999 314 1590 512

* See Note 20 & 19
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Figures in Rand Note(s) 2022 2021
Res:. led*

Revenue

Revenue from non-exchange transactions

Taxation revenue

Other income 12 20 60 804

Transfer revenue

Government grants & subsidies 10 3 188 465 870 075

Total revenue from non-exchange transactions 3188 485 930 879

Expenditure

Employee related costs 1 (2136 489) (1 445 2095)

Board Fees 12 (373 858) (122 966)

Depreciation and amortisation 13 (27 580) {32 954)

Impairment loss/ Reversal of impairments - (155 834)

Bad debts 14 - {12 948)

General Expenses 15

(1241756) (1 000 084)

Total expenditure

(3779683) (2770 079)

Operating deficit
Loss on disposal of assets and liabilities

(591 198) (1 839 200)
- {7)

Deficit for the year

(591198) (1 839 207)

* See Note 20 & 19
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Share capital /  Accumulated Totalnet
contributed surplus assels

Figures in Rand capital
Balance at 01 July 2020 1000 3428719 3429719
Changes in net assets
Surplus for the year - (1839207) {1839207)
Total changes - (1 839 207) {1839 207)
Opening balance as previously reported 1000 1129512 1130512
Adjustments
Prior year adjustments - 460 000 460 000
Restated* Balance at 01 July 2021 as restated* 1000 1589 512 1590 512
Changes in net assets
Surplus for the year - {591 198) (591 198)
Total changes - {591 198) (591 198)
Balance at 30 June 2022 1000 998 314 999 314
Note(s) 6

* See Note 20 & 19
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Cash Flow Statement

Figures in Rand Note(s) 2022 2021
Restated*

Cash flows frorn operating activities

Receipts

Grants 3219 345 2 592 581

Payments

Cash paid to suppliers and employees (3830719) (2711 921)
Net cash flows from operating activities 16 (611 374) (119 340)
Net increasef{decrease) in cash and cash equivalents {611 374) (119 340)
Cash and cash equivalents at the beginning of the year 1467 490 1 586 830

Cash and cash equivalents at the end of the year 5 856 116 14867 490

* See Note 20 & 19



259
Sekhukhune Development A¢ :ncy
Annual Financial Statements for the year ended 1 June 2022

Statement of Comparison of L'udget «:nd Ac:iual Amounts
Budget on Cash Basis '

Approved Adjustments  Final Budget Actual amounts  Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual

Statement of Financial Performance
Revenue

Revenue from non-exchange
transactions

Taxation reventie

Other income - - - 20 20

Transfer revenue

Government grants & subsidies 5 487 799 - 5487799 3188465 {2299 334) Note 29.1
Toftal revenue from non- 5487 799 - 5487 799 3 188 485 (2 299 314)

exchange transactions

Expenditure

Employee related costs (2911 882) - (2911882} (2136 489) 775393 Note 29.2
Board Fees (197 748) - {197 746) {373 858) (176 112)  Note 29.3
Depreciation and amortisation (40 000) - (40 000) {27 580) 12420

General Expenses (2338171) - (2338171) (1 241 756) 1096 415  Note 29.4
Total expenditure {5 487 799) - (5487799) {37796€83) 1708116

Deficit before taxation - - - (591 198} (591 198)

Actual Amount on Comparable - - - {591 198) (591 198)

Basis as Presented in the

Budget and Actual

Comparative Statement

Reconciliation

10
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Accounting Policies

1. Presentation of Annu il Financial Statements

The annual financial statemd-nts have been prepared in accordance with the Standards of Generally Recognised Accounting

Practice (GRAPY), 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 historical
cosi convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand.

Assels, liabilities, revenues and expenses were not offset, except where offsetting is eiiher required or permitte:d by a Standard
of GRAP.

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

1.1 Presentation currency

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

1.2 Going 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 the foreseahle future.

1.3 Significant judgements and sources of estimation uncertainty

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

Provisions

Provisions were raised and management determined an estimate based on the infarmation available. Additionz| disclosure of
these estimates of provisions are included in note - Provisions.

1.4 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets} that are held for use in the

praduction or supply of goods or services, rental o others, or for administrative purposes, and are expected to be used during
more than ong period.

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

Property, plant and equipment is initially measured at cost.

The cost of an item of propeity, plant and equipment is the purchase price and other costs attributable to bring the asset to the

location and condition necessary for it fo be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.
Where an item of property, plant and equipment is acquired in exchange for a non'-monetary asset or monetary assets, ora
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value {the cost). If the

acquired item'’s fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.

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

11
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Accou:ting Policies

1.4 Property, plant and equipntent {continued)

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses, Land is not
depreciated as it is deemed to have an indefinite useful life.

The useful lives of items of property, plant and equipment have been assessed as follows:

ltem Depreciation method Average useful life
Land Straight line infinite

Buildings Straight line 30 years

Furniture and fixtures Straight line 10 years

Office equipment Straight line 5 years

IT equipment Straight line 5 years
Communication equipment Straight line 15 years

The residual value, the useful life and depreciation methods of each asset are reviewed at the end of each reporting date, If
expectations differ from previous estimates the change is accounted for as a change in the accounting estimates.

1.5 Intangible assets

Anintangible asset is recognised when:

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

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.
The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

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

Item Depreciation method Average usefui life
Computer software, Straight line Syears

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

Intangible assets are derecognised:
. on disposal; or
. when no future economic benefits or service potential are expected frem its use or disposal.

1.6 Financial instruments

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

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an obligation.

A financial asset is:
. cash;
. a residual interest of ancther entity; or
. a contractual right to:
- receive cash or another financial asset from another entity; or

- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the entity.

12
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Accountinig Policies

1.6 Financial instruments {(continued)

Initial recognition

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity becomes a party
to the contractual provisions of the instrument.

The entity recornises financial assets using trade date accounting.
Initial measurcement of financial assets and financial liabilities

The entity measures a financial asset and financial liability initially at its fai- value plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial fiatility.

Subsequent measurement of financial assets and financial liabilities

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

Impairment and uncollectibility of financial assets

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

Financial assets measured at cost:

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as the
difference between the carrying amount of the financial asset and the present value of estimated future cash flows discounted at
the current market rate of return for a similar financia! asset. Such impairment losses are not reversed.

1.7 Receivables from exchange transactions

Receivables from exchange transactions are stated at the nominal value as reduced by appropriate allowances for estimated
irrecoverable armmounts. The carrying amount of these receivables approximate fair value due to the short period to maturity of
these instruments. Receivables from exchange transactions are disclosed separately from Receivables from non-exchange
transactions. Receivables in exchange for which the entity gives approximately equal value to another entity are recognised as
receivables from exchange fransactions. Receivables received without directly giving approximately equal value in exchange are
recognised as receivables from non-exchange transactions.

1.8 Construction contracts and receivables

Payables from exchange transacticns are stated at their nominal value. The carrying amount of these payables approximates
fair value due to the short period to maturity of these instruments.

1.9 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held on call accounts with banks and short-term money market
instruments. Cash and cash equivalents are measured at amortised cost.

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above
net of outstanding bank overdrafts.

1.10 Share capital / contributed capital

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting all of its
liabilities.

13
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1.11 Employee benefits

Short-term employee benefits

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

Short-term employse benefits include items such as:

. wages, salaries and social security contributions;

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

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

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

1.12 Commitments

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

1.13 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 assels or services, or has liabilities extinguished, and directly
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange.

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

Measurement

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

Rendering of services

When the cutcome 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 completion of the transaction at the reporting date. The outcome of a
transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;

. the stage of completion of the transaction at the reporting date can be measured reliably; and

the costs incurred for the transaction and the costs to complets the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame urless there is evidence that some other method better represents the stage of

completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that are recoverable,

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by services performed to date as a percentage of total services to be performed.

1.14 Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly giving
approximately equal value in exchange.

14
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Sekhukhune evelopment Agency
Annual Financial Stat - nents for the year ended 30 June 2022

Accounting i’olicies

1.14 Revenue from non-exchange transactions (continued)

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 te contributions from owners.

Measurement

Revenue is measured at the fair value of the consideration received or receivable.

Government grants

Government grants are recognised as ravenue when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality,
* the amount of the revenue can be measured raliably, and
*  tothe extent that there has been compliance with any restrictions associated with the grant.

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on the
basts of the available evidence. Certain grants payable by one leve! of government to another are subject to the availability of
funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service potential
associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be
available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the prabability of the
flow. Revenue is then only recognised once evidence of the probability of the flow becomes available.

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no
restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is sarlier.

When. government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been
incurred and to the extent that any other restrictions have been complied with.

Other grants and donations

Other grants and donations are recognised as revenue when:
. it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipality;
. the amount of the revenue can be measured reliably; and
*  fothe extent that there has been compliance with any restrictions associated with the grant.

If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a
liability is recognised, which is reduced and revenue recognised as the conditians are satisfied.

1.15 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.

1.16 Unauthorised expenditure

Unauthorised expenditure means:
. overspending of a vote or a main division within a vote; and

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

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

1.17 Fruitless and wasteful expenditure

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

15
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Sekhukhui.e D= =lopment Agency

Arv-ual Financial Statemes:- - for the year ended 30 June 2022

Accountirig Policies

1.17 Fruitless and wasteful expenditure (continued)

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

1.18 Irregular expenditure

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the
register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the
iregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the
financial statements. The irreqular expenditure register must also be updated accordingly. If the irregular expenditure has not
been condoned and no person is liabte in law, the expenditure related thereto must remain against the relevant

programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the
irregular expenditure regisler.

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act {Act No.56 of 2003}, the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act {Act No. 20 of 1998) or is in contravention of the
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. krregular
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial Performance.

.1.19 Budget information

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

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

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

1.20 Related parties

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

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

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

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

1.21 Events after reporting date

Events after reporting date are thase events, both favourable and unfavourable, that occur between the reporting date and the
date when the financial statements are authorised for issue, Two types of events can be identified:

. those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date);
and

*  those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting
date}.

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

16



Sekhitkhune Devele:ameni Agency
Annuat I-nancial Statements for i year w-.ded 30 June 2022

Accounting Policies

1.21 Events after reporting date {continued)

The municipality will disclose the nature of the event and an estimats of its financial effect or a staterment that such estimate
cannot be made in respect of all material non-adjusting events, where naon-disclosure could influence the economic decisions af
users taken on the basis of the financial statements.

17



267
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Notes to the Arinual Financiai Statements
Figures in Rand ' i 2022 2021

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant to its operations:

2.2 Standards and Inierprefations early adopted

The municipality has not chosen to early adopt the following standards and interpret-tions:

Standard! Interpretation: Effective /late: Expected impact:
Years beginning on or
after

2.3 Standards and interpretations issued, but not yet effective

The municipality has nct applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting periods beginning on or after 01 July 2022 or later periods:

18
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Sekhukhune Developi: :nt Agency
Annual Financi:l Statements for the year ended 30 June 2022

N::{es to :he Annual Financial Statement
Eigures in Rand ’ 2022 2021

5. Cash and cash equivalents (continued)

The municipality had the following bank accounts

Account number / description Bank statement balances Cash book balances
30 June 2022 30 June 2021 30 June 2020 30 June 2022 30 June 2021 30 June 2020
ABSA - Cheque - 40 7480 3357 856 116 1467 490 1 586 830 - - -

6.  Share capital / contributed capital

Authorised

Ordinary shares 1000 1000
Issued

Ordinary 1000 1000

7. Payables from exchange transactions

Trade payables 299 619 13499
Accrued leave pay 349 816 148 209
Other payables 4 995 484 114
Bonus provision 32619 51663

687 049 697 485

8. Revenue

Other income 20 60 804

Government grants & subsidies 3 188 465 870075
3188 485 930 879

The amount included in revenue arising from non-exchange transactions is as

follows:

Taxation revenue

Other income 20 60 804

Transfer revenue

Government grants & subsidies 3 188 465 870075

3188 485 930 879

9. Other income

Other income was derived from a write-off of payables that did not represent an amount owing to any third party, the board
resolved to write-off the amount after consideration of possible clalms from the creditors.

10. Government grants and subsidies

Operating grants
SDM Grant 3 188 465 2 592 581

Conditional and Unconditional

Conditional grants are only utilised to fund programmes approved by the funders. Operation grant from SDM is used to fund day
to day operations of the agency:
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Figures in Rand

2022 2021
11. Employee related costs
Basic 1474 180 840 878
Bonus 53 809 54778
Medical aid - company contributions 84 722 81518
UIF 5491 4 072
SDL 16 105 10 079
Travel, motor car, accommodation, subsistence and other allowances 95 642 58 583
SALGBC levy 247 270
Pension fund 179 683 195 184
Subsistence allowance 4705 -
Leave accrual 221904 132 687
2136488 1478049
Chief executive officer
Annual Remuneration - 1477 040
Car Allowance - (1477 040)
The CEQ is seconded to SDA by a related party (SDM) resulting in a donation in kind.
12. Board Fees A
Board Members 373 858 122 9686
13. Depreciation and amortisation
Property, plant and equipment 27 580 32 954
14. Bad debts
Employee receivables - 12 946
' Management resolved to write off an employee receivable as the prospects of recovery are deemed to be 0%.
15. General expenses
Accommodaticn 331263 28 453
Advertising 12 275 20200
Auditors remuneration 204 316 206 948
Bank charges 1394 1340
Catering 40 592 4323
Consulting and professional fees 618 127 383 000
Other expenses 12 031 285 816
Printing and design - 70004
Travel - local 21759 -
1241756 1 000 084

22
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Motes t.- the £:anual Financial Stateinents
Figures in Rand ' 2027 2021

16. Cash used in operations

Deficit {591 198)  {1839207)
Adjustments for: .

Depreciation and amortisation 27 580 32954
Loss on disposal of assets - 7
Impairment deficit - 155 834
Bad debts - 12 846
Changes in working capital:

Payables from exchange transactions (10 436) 1518126
VAT (37 320) -

(611374) (119 340)

17. Contingencies
Contingent assets
Civil proceedings have commenced against the entity previous employees concerned to recover an amount of R 341 981 - as a

result of material losses incurred in the previous year. According to Entity's legal advisors, it is probable that the proceedings will
result in the recovery of the full amount but this recovery is virtually cettain.

23
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Sekhukhune Development /. gency
Annual Financial Statements for the vear ended 30 June 2022

Motes to the /A :nual " inancial Statements
Efigures in Rand - 2007 2021

20. Prior-year adjustinents

Presented below are those items contained in the statement of financial position, statement of financial parformance and cash
flow statement that have been affected by prior-year adjustments:

Statement of financial position

2021
Note As previously Correction of Restated
reported error

Land 900 000 {300 000} 600 000
Unspent conditional grants and receipts 741 913 (741 913} -
Other payables 24114 460 000 484 114
Accummulated surplus . 1604 960 581913 2186 873

3 270 987 - 3 270 987

21. Risk management
Liquidity risk

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities.

Credit risk

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

Market risk
Interest rate risk

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are
substantially independent of changes in markel interest rates.
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Nofes to the Ann::al Financial $itatements
Figurss in Rand ' 2022 2021

22. Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments wilt occur in the ordinary course of business.

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of these
is that the accounting officers continue to procure funding for the ongoing operations for the municipal entity from Sekhukune

District Municipality
23. Fruitless and wasteful expenditure

An allegation was raised in the media in regards to a payment of 460 000 which came as a result of a court judgement which

had compelled the municipal entity to pay the amount to a complainant on the 20th of August 2020, The matter is still under
investigation.

24, Irregular expenditure

Opening balance 560 810 95 146
442 566 465 664
Closing halance 1003 376 560 810

25. Additional disclosure in terms of Municipal Finance Management Act

Audit fees

Amount paid - current year 204 316 206 948

Pension and Medical Aid Deductions

Amount paid - current year 264 406 276702

26. Segment reporting

Management assessed the requirements of Segment reporting Grap 18 and concluded the following: SDA does not have an
activity that generates economic benefits or service potential (including economic benefits or service potential relating to
transactions between activities of the same entity.Whose results are regularly reviewed by management to make decisions

about resources to be allocated to that activity and in assessing its performance; and for which separate financial information is
available.

27. Budget differences
Material differences between budget and actual amounts

29.1 The Agency had planned to incur a total of R1 350 000 for the proffessional fees related to the developing of the land
however expenditure inccurred to date is less than the planned expenditure.

29.2 The Agency had planned to appoint a financial manager however the financial manager was not appointed
29.3 The Agency had more meetings as compared to the planned meetings in the financial year

29.4 Accommaodation was more than planned accommodation and this is because the Agency had an acting CEQO to which
accommedation was paid for her.
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1. LEGISLATIVE MAMDATE
The Annual Performance Report (APF) for Sckhukhune Developmeni Agency for the

financial year 2021/2022 has been prep-ired in compliance with the provisions of the Local

Government Municipal Finance Management Act which provides as follows:

Section 121 (3) (c) of the Local Government Municipal Finance Management Act, 2003
(Act no. 56 of 2003)
“the annual report of the municipality must include the annual performarnce report of the

prepared by the municipality/municipal entity in terms of section 46 of the municipal
Systems Act”

Section 48 (1) of the Local Government Municipal Systems Act, 2000

“a municipality/municipal entity must prepare for each financial year an annual report
consisting of-

(a) a performance report reflecting-

(i) the municipality/municipal entity’s, and any service provider’s, performance
during that financial year, also in comparison with fargets of and with
performance in the previous financial year

(ii} the development of service delivery priorities and performance targets set by
the municipality/municipal entity for the foilowing financial year, and

(i} measures that were or are to be taken to improve performance

Sekhukhune Development Agency (SDA} is 100% owned by the Sekhukhune District
Municipality and as a municipal entity, it is also required to comply with the basic
requirements of the Local Government Municipal Systems Act 32 of 2000 read together
with the provision of the Local Government Municipal Finance Management Act of 2003.
The SDA has therefore also prepared its annual performance report in terms of the same
guidelines and law provided for by the two above mentioned legislative provisions.

The reader should take note that Sekhukhune Development Agency does not have its own
Performance Management Unit and has an agreement with the parent municipality to
utilise the performance management unit of the parent municipality for planning,

monitoring and evaluation of its performance alongside code of good practices provided
for in the King IV Repro on Good Corporate Governance.

SDA 2021/2022 ANNUAL PERFOMANCE REPORT
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2. SDA NON-EXECUTIVE BOARD MEMBERS

Ms L J Mahlangu (Chairperson)
Ms F M Bl:ke (esigned)

Mr M H Mampuru

Mr S M Masemola

Mr K G Mkhwanazi

Ms MV Makanyane

Y ¥V VYV ¥V VY

3. OVERVIEW OF SEKHUKHUNE DEVELOPMENT AGENCY PERFORMANCE
2021/2022 FINANCIAL YEAR

3.1 SDA PROJECTS AS PER THE APPROVED/AMENDED 2021/2022 SERVICE
DELIVERY AND BUDGET IMPLMENTATION PLAN (SDBIP).

In the 2021/2022 financial year, Sekhukhune Development agency had a total of 11
planned targets. Out of 11 targets, 04 were achieved and 07 were not achieved

which represents 36% overall performance, a decline of 17% in comparison to the
previous financial year.

SDA 2021/2022 ANNUAL PERFOMANCE REPORT
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The figure below further illustrates the same scenar:o as depicted above

202 1/2022 SDBIP E rfarmaice

OVERVIEW OF SEKHUKHUNE DEVELOPMENT AGENCY PERFORMANCE 2020/2021
FINANCIAL YEAR

3.2 SDA PROJECTS AS PER THE APPROVED/AMENDED 2020/2021 SERVICE
DELIVERY AND BUDGET IMPLMENTATION PLAN (SDBIP).

In the 2020/2021 financial year, Sekhukhune Development agency had a total of 15
planned targets. Out of 15 targets, 08 were achieved and 07 were not achieved

which represents 53% overall performance, an improvement of 17% in comparison
to the previous financial year.

The figure helow further illustrates the same scenario as depicted ahove

SDA 2021/2022 ANNUAL PERFOMANCE REPORT



SDBIP Performance 2020/2021

3.3

8 Not Achieved

B Achieved

Outlined in the table below are 6 targets Not Achieved with challenges and
remedial actions for 2021/2022 Financial Year.

”De-Hoop & Flag Boshielo
Tourism Development -RMP’s

The project depends on

Stakeholders availability

Request iniér&éﬁﬁéﬁ rom“béD'

, to coordinate all stakeholders

Mineral Research Study

Agreement with implementing
partners not yet concluded.
MINTEK needs financial

Study to be conducted once
the with  the

implementing partners is

agreement

concluded and funding is

available
Dry Sanitation Top Structure The previous contractor was | Receive Council Resolution
terminated by parent | permitting SDA  as  the

municipality due to pending
fegal matters.

Implementing agent for the

Sanitation top structures

Land Development of ERF 488

Service provider was only

appointed at the end of the

finacial year, therefore made

SDA to be capacitated to run

its affairs from SCM, Finance,
HR

SDA 2021/2022 ANNUAL PERFOMANCE REPORT
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perfomance impractical 1 such |

a short period of time

| Agang Cotion Initiative

No partnership agreement in
place

fo  ensure that partners
identified conclude an MOU
with SDA

Fundraising Delay is supply  chain | SDA fo be capacitated to run |
processes led to this non | its affairs from SCM, Finance,
delivery HR

AGM Repot's Schedule did not | Plans to hold AGM Oct/Nov to
accommodate all key | accommodate nominations of

stakeholders

the new Board members and

introduce them

3.5 OUTLINED IN THE TABLE BELOW ARE 8 TARGETS ACHIEVED IN THE

o

'pecial

2020/2021 FINANCIAL YEAR

282

Achieved To Jointly Facilitate new approach to Specialmconbmﬁ
Economic Zone.
Zone
Green Achieved Strategic partner Secured to invest in Green Automotive
Automotive Manufacturing.
Manufacturing
(Electrical
Tuk-Tuks)
SETA Achieved Skills Development funding applied
Funding
Application
Tourism & Achieved Tourism Promotion Marketing and Devslopment facilitated
Marketing

SDA 2021/2022 ANNUAL PERFOMANCE REPORT



The pravailing legislation also provides that when the Sekhukhine Dev:iopment Agency
assesses its performance for year under review, it is also & requirement that such
performance be compared with the previous financial year. The targets were allocated in

terms of those that promote local :conomic development and those falling under
administration.

4 SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN 2019/2020
Section 53 (1) (i) of the Local Government Municipal Systems Act, 2003 provides that the
major of the municipality is charged with the responsibility to consider and approve the

Service Delivery and Budget Implementation Plan for 2019/2020 financial year.

For 2020/2021 financial year, Sekhukhune Development Agency has set 22 targets to
deal with issues of economic development.

5. ANNUAL GENERAL MEETING AND STAKEHOLDER ENGAGEMENT

5.1 2019/2020 ANNUAL GENERAL MEETING

In line with good practice and legislation as espoused in the By-Law, Shareholder
compact, Companies Act, MFMA, MSA and King IV code of good corporate governance,
AGM could not be held due to lapse of term of office for the board, absence of the CEO. it

is the intention of the management and the board to combine the reporting for 2020/2021
and 2021/2022 AGM.

6. STAKEHOLDER ENGAGEMENTS AND REVENUE GENERATING PROJECTS

As part of its mandate, the agency hold regular meetings and engagements with

stakeholders to exchange ideas on how to take the agency forward. The following sectors
and departments were engaged.

SDA 2021/2022 ANNUAL PERFOMANCE REPORT
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5.1 LIMPOPO D :PARTMENT OF ECONOMIC IJEVELOPMENT, ENVIROMMEN = AND
TOURISH (LED!:{) &LFDA

sDA participated in the task team meetings for Fetakgomo-Tub: se Special Economic
Zone as part of crafting a new approach for SEZ .

7. CONCLUSION

The 2020/2021 Financial year has seen unprecedented Economic devastation as a result
of the resignation of the Acting CEQ.Global economy has seen a significant decline and
contradiction, South Africa as a developing economy is not an exception.. SDA as a
municipal entity created to stimulate economic growth will have to leverage on national

and provincial public policy interventions such as the economic recovery plan of its parent
municipality.

The escalating high levels of unemployment also imposed on the agency an immediate
challenge of igniting growth in the small and medium enterprise space as the driver for job

creation. This approach and strategy should be blinded with the efforts to unlock catalytic
projects as the main mandate of the agency.

8. ACCOUNTING OFFICER

A | | %)S/E 22
Mr Mpho Maepa
ACTING CHIEF EXECUTIVE OFFICER

DATE

SDA 2021/2022 ANNUAL PERFOMANCE REPORT
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Se'thukhiine Developii ent Agency

Anraal Financial Statements for the y¢ ar ended 30 June 2022

In:lex

The reports and statements set out below comprise the annuat financial s stements prosented tc e provincial legislature:

Page
‘s Responsibilities and Approval 3
Audit Committee Report 4
's Report 5
Statement of Financial Position 6
Statement of Financial Performance 7
Statement of Changes in Net Assets 8
Cash Flow Statement 9
Statement of Comparison of Budgef and Actual Amounts 10
Accounting Policies 1M1-17
Notes to the Annual Financial Statements 18 -27

colb

CRR

DBSA

SA GAAP

GRAP

GAMAP

HDF

IAS

IMFO

IPSAS

ME's

MEC

MFMA

MIG

Compensation for Occupational Injuries and Diseases
Capital Replacement Reserve

Development Bank of South Africa

South African Statements of Generally Accepted Accounting Practice
Generally Recognised Accounting Practice

Generally Accepted Municipal Accounting Practice
Housing Development Fund

International Accounting Standards

Institute of Municipal Finance Officers

International Public Sector Accounting Standards
Municipal Entities

Member of the Executive Councit

Municipal Finance Management Act

Municipal Infrastructure Grant {Previously CMIP)
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Sekhuiin: 2 Developmer: Agency
Annual Financial . tements for the year e led 30 June 2022

Auc - Commiftee Report

We are pleased to present our report for the financial year ended 30 June 20 2,
Audit committee members and attendance

The audit committee cansists of the members fisted hereunder and should meet at minimum 4 times per annum as per its
approved terms of reference. The committee held 4 ordinary and 2 special audit committee meetings were held.

Name of member Number of meetings attended
Mr Mokwele M (Chairperson)

Ms Ndlovu M CA(SA) - Member
Ms Mothelesi M - Member

Mr Mathabathe M - Member

Mr Thubakgale - Member

[$90a 2 T e> - N

Audit committee responsibility
The audit committee reports that it has complied with its responsibilities arising from section 166 (2)(a) of the MFMA.

The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein,

The effectiveness of internal control

The quality of in year management and monthly/quarterly reports submitted in terms of the MFMA and the Division of Revenue
Act.

Evaluation of annual financial statements

The audit commiittee has:
. reviewed and discussed the audited annual financial statements to be included in the annual report, with the Auditor-
General and the ;
reviewed the Auditor-General of South Africa’s management report and management's response thereto;
reviewed changes in accounting policies and practices (delete if not applicable);
reviewed the entities compliance with legal and regulatory provisions;
reviewed significant adjustments resulting from the audit.

The audit committee concur with and accept the Auditor-General of South Africa’s report the annual financial statements, and
are of the opinion that the audited annual financial statements should be accepted and read together with the report of the
Auditor-General of South Africa.

Internal audit

The audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks
pertinent to the municipality and its audits.

Auditor-General of South Africa

The audit committee has met with the Auditor-General of South Africa to ensure that there are no unresclved issues.

Chairperson of the Audit Committee

Date:
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Sekhukhune ! svelopment ;. jancy
Annual Financial Stater..ants for the year ended 30 June 2022
iatemi nt of FFinancial Position as «t 30 June 2022

“ures in Rand Note(s) 2027 2021
Restated*

Assets

Current Assets
VAT receivable 37 320 -
Cash and cash equivalents 5 856 116 1 467 490

893 426 1 467 480

Non-Current Assels

Property, plant and equipment 3 792 927 820 507
Votal Assets 1686 363 2 287 997
Liabilities

Current Liabilities

Payables from exchange transactions 7 687 049 697 485
Total Liabilities 6387 049 697 485
Net Assets 999 314 1590 512
Share capital / contributed capital 6 1000 1000
Accumulated surplus 988 314 1589512
Total Net Assets 999 314 1590512

* See Note 20& 19
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Annual Financial Statements for the year ended 30 June 20;

Stateme:-i of Chiinges in Net Assets
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Shute capital / " Accumulatad Te: il net
centributed surplus a:sets

Figiires in Rand capital
Balance at 01 July 2020 1000 3428719 3429719
Changes in net assets
Surplus for the year - (1839 207) (1839207
Total changes - (1838207y (1839207)
Opening balance as previcusly reported 1000 1129 512 1130512
Adjustments
Pricr year adjustments - 460 000 460 000
Restated” Balance at 01 July 2021 as restated* 1000 1589 512 15390 512
Ch:inges in net assets
Suiplus for the year - (591 198) (591 198)
Total changes - {591 198) {591 198)
Balance at 30 June 2022 1000 958 314 999 314
Note(s) 6

* See Note 20 & 19
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Seit ukhune Deve: ;pmeni Agency
Annual Financial Statziments £+ the year ended 30 June 2022

Statcment ¢ Comgarison of Budget and Actual Amouits
Budget ¢n Cash Basis '

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable belween final
basis budget and
Figures in Rand actual

Statement of Financial Performance
Revenue

Revenue from non-exchange
transactions

Taxation revenue

Other income - - - 20 20

Transfer revenue

Government grants & subsidies 5487 799 - 5487799 3188 465 (2299 334) Note 291
Total revenue from non- 5 487 799 - 5487 799 2183 485 (2 299 314)

exchange transactions

Expenditure

Employee related costs {2 911 882) - {2911 882) (2 135 489) 775393  Note29.2
Board Fees (197 746) - {197 746) (373 858) (176 112)  Note 20.3
Depreciation and amortisation (40 000) - {40 000) (27 580) 12420

General Expenses {2338 171) - {2338171) (1241 756) 1096 415  Note 29.4
Total expenditure (5487 799) - {5487 799) (3779 683) 1708116

Deficit before taxation - - - (591 198) (591 198)

Actual Amount on Comparable - - - (591 198) (591 198)

Basis as Presented in the

Budget and Actual

Comparative Statement

Reconciliation

10
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3ekhuinune I avelopinent /\gency
Annual Financial Stater.:nts for the year ended 30 June 2022

Accouriing Pr licies

1.4 Propeity, plant and equipment {continued}

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. Land is not
depreciated as it is deemed to have an indefinite useful life.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Average useful life
Land Straight line infinite

Buildings Straight line 30 years

Furniture and fixtures Straight line 10 years

Office equipment Straight line 5 years

IT equipment Straight line 5 years
Communication equipment Straight line 15 years

The residual value, the useful life and depreciation methods of each asset are reviewed at the end of each reporting date. If
expectations differ frem previous estimates the change is accounted for as a change in the accounting estimates.

1.5 Intangible assets
An intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the municipality; and
. the cost or fair value of the asset can be measured reliably.
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

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

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

Item Depreciation method Average useful life
Computer software, Straight line 5years

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

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

1.6 Financial instruments

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

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an cbligation.

A financial asset is:
. cash;
. a residual interest of another entity; or
. a contractual right to:
- receive cash or another financial asset from another entity; or
- exchange financial assets or financial liabilities with another entity under conditions that are potentially
favourable to the entity.

12
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Sckhukhune Devalopmei:i A acy
Annual Financial Statements for the year anded 30 tune 2022

Accounting Polic: s

1.11 Employee benefits

Short-term employee benefits

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

Short-term employee henefits include items such as:

. wages, salaries and social security contributions;

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

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

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

1.12 Commitments

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

1.13 Revenue from exchange transactions

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

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

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

Measurement

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

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 completion of the transaction at the reporting date. The outcome of a
transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits or service potential associated with the transaction will flow to the

municipality;
+  the stage of completion of the transaction at the reporting date can be measured reliably; and
. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of

completion. When a specific act is much more significant than any ather acts, the recognition of revenue is postponed until the
significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by services performed to date as a percentage of total services to be perfermed.

1.14 Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly giving
approximately equal value in exchange.

14
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Sekhukhune Development Agen« y

Annual Financial Statements for the year endad 30 Jun.- 2022

Accounting Folicie

1.21 Events after reporting d:::2 (continued)

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that suci: estimate
cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions of
users taken on the basis of the financial statements.

17
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Sekhukhune Developinent Agency

Annual Financial Statements for the yar ended 30 June 2025

Notes to the Anrual Fi.:ancia! Statern:ents
Figures in Rani h ' 2022 2021

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant to its operations:

2.2 Standards and Interpretations early adopted

The municipality has not chosen te early adopt the following standards and interpretations:

Standard! Interpretation: Effective date: Expected impact:
Years beginning on or
after

2.3 Standards and interpretations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are mandatory
for the municipality's accounting periods beginning on or after 01 July 2022 or later periods:

18
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Notes to the Annual Financial Stai~menis
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Figures in Rand 2022 2021
11. Employee refaizd costs
Basic 1474 180 940 878
Bonus 53 809 54778
Medical aid - company contributions 84722 81518
UIF 5 491 4072
SDL 16 105 10079
Travel, motor car, accommodation, subsistence and other allowances 95 642 58 583
SALGRBC levy 247 270
Pension fund 179 683 195 184
Subsistence allowance 4 705 -
Leave accrual 221 904 132 687
2 136 488 1478 049
Chief executive officer
Annual Remuneration - 1477 040
Car Allowance - {1477 040)
The CEOQ is seconded to SDA by a related party (SDM) resulting in a donation in kind.
12. Board Fees
Board Membhers 373 858 122 966
13. Depreciation and amortisation
Property, plant and equipment 27 580 32 954
14. Bad debts
Employee receivables - 12 946
Management resolved to write off an employee receivable as the prospects of recovery are deemed to be 0%.
15. General expenses
Accommaodation 331 263 28 453
Advertising 12 275 20 200
Auditors remuneration 204 318 206 848
Bank charges 1394 1340
Catering 40 592 4323
Consulting and professional fees 618 127 383 000
Other expenses 12 031 285 816
Printing and design - 70 004
Travel - local 21759 -
1241756 1000 084

22
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Seli’ ukhune Develocpment Agency
Annual . inancial Statements for the year »nded 30 June 2022

Notes to the Annuai Fina::zial Steiemei: 3
Figures in Rand ' . 2022 2021

20. Prior-year adjustments

Presented below are those items contained in the statement of financial position, statement of financial perfarmance and cash
flow statement that have been affected by prior-year adjustments:

Staten::nt of financial position

2021
Note As previously Correction of Restated
reported error

tand 900 000 {300 000} 600 000
Unspent conditional grants and receipts 741913 (741913} -
Other payables 24 114 460 000 484 114
Accummulated surplus 1604 960 581 913 2186 873

3 270 987 - 3 270 987

21. Risk management
Liquidity risk

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments ang credit facilities,

Credit risk

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

Market risk
Interest rate risk

As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are
substantially independent of changes in market interest rates.

26
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AUDET OR < E ML R AL

O U T H AF DO

The Chairperson of the accounting authority
Sekhukhune District Municipality

Private Bag X8611

Groblersdal

0470

Date: 30 November 2022

Reference; 61205REG21/22

Dear Acting Chief Executive Officer

Report of the Auditor-General on the financial statements, annual performance report,
compliance with iegislation and other legal and regulatory requirements of Sekhukhune
Development Agency for the year ended 30 June 2022

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

2. We have not yet received the other information that will be included in the annual report with
the audited financial statements and the annual performance report and have thus not been
able to establish whether there are any inconsistencies between this information and the
audited financial statements, the annual performance report or our audit report on
compliance with legislation. You are requested to supply this information as soon as
possible. Once this information is received it will be read and should any inconsistencies be
identified these will be communicated to you and you will be requested to make the
necessary corrections. Should the corrections not be made we will amend and reissue the
audit report.

3. Interms of section 121(4} of the MFMA you are required to include the audit report in the
agency's annual report to be tabled.

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

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

* The signature Auditor-General in the handwriting of the auditor authorised to sign the
audit report at the end of the hard copy of the audit report should be scanned in when
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prepa: g to print the report. This signature, as well as the place znd date of signing and
the Auitor-General of South Africa’s logo, should appear at the e of the report, as in
the hard copy that is provided to you. The official logo will be macdi:: availabls to you in
electronic format.

5. Please notify the undersigned Senior M 1nager well in advance of the date on which the
annual report containing this audit repc. : will be tabled.

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

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

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

Kindly acknowledge receipt of this letter.

Yours sincerely

Senior Manager: Limpopo Business Unit

Engquiries; Mokgadi Letupu

Email: mokgadil@agsa.co.za
Cell; {015) 283 9300
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Independent zudito: s report to Limpopo Provincial Lea!slatur - and
Council on Sekhukhune Developm-nt Agency

Li'?.epori: on the audit of e financis!l stat anls

Opinion

1. 1 have audited the financial statements of the Sekhukhune Development Agency set out on
pages ... to ..., which comprise the statement of financial position as at 30 June 2022,
statement of financial performance, statement of changes in net assets. ~ash flow statement
and the statement of comparison of budget and actual amount for the ye.ar then ended for the
year then ended, as well as notes to the financial statements, including a summary of
significant accounting policies.

2. In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Sekhukhune Development Agency as at 30 June 2021, and its financial
performance and cash flows for the year then ended in accordance with Standards of
Generally Recognised Accounting Practice (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, 2021 (Act No. 9 of 2021) (DoRA).

Basis for opinion

31 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 this auditor’s report.

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

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

Emphasis of matter
I draw attention to the matter below. Our opinion is not modified in respect of this matter.
fastatemant of corresponding figirss

6. As disclosed in note 21 of the annual financial statements the corresponding figures for the
2021 financial period have been restated as a result of an error in the financial statements of
the entity at, and for the year ended 30 June 2022,
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7. As disclosed in note 27 of ii: - annual financial statements, irregular expen: e to the amount
of R442 566 was incurred as a result of non- comipliance with recruitment pi <esses ‘om the
prior year.

Ty Shelen s . =
IHGA S0 28NS

8. A new board of directors was appointed after the financial year end but before the financial
statemenis were issued for audit.

9. The acting CEO resigned aft=r the financial year end and a new acting CEO was seconded
from the Sekhukhune District Municipality.

Other matters

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

Unaudited supplementary schiedules

11. The supplementary information set out on pages XX to XX does not form part of the financial
statements and is presented as additional information. | have not audited these schedules and,
accordingly, | do not express an opinion on them.

Responsibilities of the accounting authority for the financial statements

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

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

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

14. Our 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 our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with the ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.



15, A fu. ther description of our responsibilities for the audit of the financial statemesiis is includad in
the annexure to this auditor's reyort.

| Reporon the audit of the ancaal parfornanc: oo

Introduction and scope

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

17. My procedures address the usefulness and reliability of the reported performan = information,
which must be based on the munipal entity’s approved performance planning documents. |
have not evaluated the completeness and appropriateness of the performance indicators
included in the planning documents. My procedures do not examine whether the actions taken
by the municipal entity 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 exiend to these
matters.

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

Objectives - - - . | pagesintheannual.
CmE ST e e e e o |  performance report

To Jointly facilitate new approach to special economic zone by June X=X

2022
To secure strategic partner to invest in green autometive X—X

manufacturing by June 2022

To apply for funding for skills development by June 2022 X—X

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

20. The material findings on the usefulness and reliability of the performance information of the
selected objectives are as follows:
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Number of 3EZ seusions jointly facilitated

=~ +. Reported achievement not supported by sufficient appropriate at«it evidence, i.e. not accurate
and complete.

Planned ' : o Al
indicators per Planned target per annual plannlng Sgl?iz:'tggnenf or ggﬁgsgment er
annual piannmg document . the APR p POE - P
document : _ o :
Number of SEZ ! 4 SEZ sessions jointly facilitated 4 SEZ sessions 2 attendance
sessions jointly jointly facilitated registers
facilitated

L

To secure strategic partner to invest in Green Automotive Manufacturing by June 2022

Number of investors secured

22. Reported achievement not supported by sufficient-appropriate audit evidence, i.e. not accurate
and complete

;e;ehievement " Aud|ted achlevement per

perthe APR  ° - [POE.
N-uhbefef 'iﬁve'eto'rs' 1 Jlrln.;ee:torISecufe-d B 715(:'lr'wes‘tc;r-s'e'c'ured T ' 0
secured

To apply for funding for Skilis Development by June 2022

Mumber of seta Funding Application Undertaken

23. Reported achievement not supported by sufficient appropriate audit evidence, i.e. not accurate
and complete

Planned target per annual pianmng Audited -
,document ' : : achievement per
POE

Number of seta 1 Ag-ri-'Sit-a"funding appiicaiion B Abbeintment - - 0

Funding undertaken letter/funding

Application proposal

Undertaken

Other matter

24. | draw attention to the matter below.



25 Rafer to the annual parformance report on pages ... to ... for infermation on the achievement of
ponned te: gets for the year and management's explanations provided for the underfover
a evement of targets. This information should be considered in the context of the material
fi.dings on the usefulness and reliability of the reported performanc: information in paragraphs
¥ to x of this report.

Beport on the audit of compliance with legisfation

Introduction and scope

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

27. The material findings on compliance with specific matters in key legislation are as follows:

Annual Financial Stateménts

28. 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, Unspent conditional grants and receipts and
payables from exchange transactions items identified by the auditors in the submitted financia!
statements were subsequently corrected and the supporting records were provided
subsequently, resulted in the financial statements receiving an unqualified audit opinion

Expenditure Management

29. Money owed by the municipal entity was not always paid within 30 days, as required by section
99(2)(b) of the MFMA,

30. Reasonable steps were not taken to prevent irregular expenditure amounting to R442 566 as
disclosed in note 27 to the annual financial statements, as required by section 95(d} of the
MFMA. The majority of the disclosed irregular expenditure was caused by non-compliance with
procurement processes and non-compliance with recruitment processes.

Consaquence Management

31. Some of the irregular expenditure incurred by the municipal entity were not investigated to
determine if any person is liable for the expenditure, as required by municipal budget and
reporting regulations 75(1).
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33

34.
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The nccountir:; officer i responsible for the other information. The other information comprises
the : formatic.i included in the annual report, which includes the audit committee's report. The
othe: information does not include the financial statements, the auditor's report and those
selected objectives presented in the annual performance report that have been specifically
reported in the auditor's report.

. Our opinion on the financial statements and findings on the reported performance information

and compliance with legislation do not cover the other information and we do not express an
audit opinion or any form of assurance conclusion on it.

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

Internal control deficiencies

35.

36.

37.

38.

We considered internal control relevant to our audit of the financial statements, reported
performance information and compliance with applicable legislation; however, our 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 opinion, the findings on
the annual performance report and the findings on compliance with legislation included in this
report.

The municipal entity did not have sufficient monitoring controls to ensure the proper
implementation of the overall process of reporting

The municipal entity did not prepare regular, accurate and complete performance reports that
are supported and evidenced by reliable information.

The accounting authority did not review and monitor compliance with applicable laws and
regulations.

Proal -Gonsral_

Polokwane

30 November 2022

AU DIT OR-GEMER AL

50 W TH A F R 1O A
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Annexu:» — Auciior-g: reral’s respor sinilive for the audit

1. As pari of an auit in accu/dance with the 1SAs, | exercise professional judgement Fnd
maintai:: professional scepticism throughout my audit of the financial statements and the
procedures performed on reported performance information for selected cobjectives and on the
municipa! entity's compliance with respect to the selected subject matters.

Financial statements

36, In addition to my responsibility for the audit of the financial statements as described in this
auditor’s report, 1 also:

« 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 contro! 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 municipal enity’s internal control

» evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the accounting authority

« conclude on the appropriateness of the accounting authority’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 Sekhukhune Development
Agency to continue as a going concern. If { conclude that a material uncertainty exists, 1 am
required fo draw attention in my auditor's report to the refated disclosures in the financial
statements about the material uncertainty or, if such disclosures are inadequate, 0 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 municipal entity to cease operating as a going concern

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

Communication with those charged with governance

40. | communicate with the accounting authority 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.

41. 1 also provide the accounting authority with a statement that | have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships
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ari other matters that may reasonably b thought to bear on my independence and, where
apulicable, actions taken to efiminate thri-ats or safeguards «pplied.



Repori of the auditor-generzi to L. apopo I'rovincial Legislature and
Council on Sekhulkhtiie Dic rict Municipality
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e

Qualified opinion

1.

| have audited the separate financia! statements of the Sekhukhune District Municipality set out
on pages ... to ..., which comprise the statement of financial position as at 30 June 2022, the
statement financial performance, statement of changes in net assets, cash flow statement and
staternent 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.

In my opinion, except for the possible effects of the matters described in the basis for qualified
opinion section of this auditor's report, the separate financial statements present fairly, in all
material respects, the financial position of the Sekhukhune District Municipality as at 30 June
2022, and its financial performance and cash flows for the year then ended in accordance with
Standards of Generally Recognised Accounting Practice (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, 2021 (Act No. 9 of 2021) (DoRA).

Basis for qualified opinion

Property, Plant and Equipment

3.

The municipality did not adequately review the useful lives of property, plant and equipment at
the reporting date for current year and the prior year in accordance with GRAP 17, Property,
plant and eguipment. As a result, assets with an unquantified amount had a zero and
approaching zero net carrying amount whilst still being in use. | was unable to determine the
impact of the misstatement on the net carrying amount of property, plant and equipment of R
4 616 094 238 and depreciation of R116 366 974 as disclosed in the financial statements by
alternative means as it was impracticable to do so. Additionally, there was a resultant impact
on the surplus for the period and the accumulated surplus.

Prior year adjustments

4.

{ was unable to obtain sufficient appropriate audit evidence for the restatement of the
corresponding figures for the current and previous year. As described in note 44 (2021: note
36} to the financial statements, the restatements were made to rectify previous year
misstatements, but the restatements could not be substantiated by supporting audit evidence. |
was unable to confirm the restatements by alternative means. Consequently, | was unable to

determine whether any adjustments were necessary to the corresponding figures stated in the
financial statements.
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Coanmnibin afs

During 2021, the municipality did not account far contraciual commitments on certain work-in-
progress projects as comniiments in the annual financial statements, in accordance with
GRAP 17, Property, plant : d equipinent. | was unable to confirm the commitments by
alternative means. Consec: ently, | was unable to determine whether any adjustment was
necessary to commitments stated at R348 083 252 in the financial statements. As a result, mx
opinion on the current period's financial statements is also modified because of the possible
offect of this matter on the comparability of the current period’s figures.

Recaivabies from non-exchange transactions

B.

Included in receivables from non-exchange transactions is R12 084 011 for sundry debtors.
The municipality did not have adequate internal controls to maintain records of accounts for
sundry debtors that the municipality is entitled to. Consequently, receivables from non-
exchange transactions of R45 749 649 was overstated by R12 084 011 and contingent assets
as disclosed in 41 is understated by R12 084 011.

Receivables from exchange transactions

7.

Included in receivables from exchange transactions of R48 502 028 as disclosed in note 12is
an amount relating to allowance for impairment of water and waste water receivables
amounting to R12 113 130. The municipality did not calculate the allowance for impairment of
water and waste water receivables in accordance with the municipality's methodology.
Consequently, receivables from exchange transactions is understated by R12 113 130 and

allowance for impairment of water and waste water receivables is overstated by the same
amount.

Net cash flows from operating activities

8.

The municipality did not correctly prepare and disclose the net cash flows from operating
activities as required by Standards of GRAP 2, Cash flow statements. | identified a difference
of R60 665 274 between the net cash flows from operating activities and cash paid to suppliers

and employees. Consequently, net cash flows from operating activities as stated at
R494 618 395 in the financial statements, is misstated.

Irreguiar expenditure

9.

The municipality made payments in contravention of the supply chain management
requirements, resuiting in irregular expenditure stated at R1 278 537 109 (2021: R1 201 749
911) in note 50 to the financial statements being understated by R76 787 198. As the
municipality did not quantify the full extent of the irregular expenditure, it was impracticable to

determine the resultant understatement of irregular expenditure as per note 50 to the financial
statements.

Contingent assets

10. | was unable to obtain sufficient appropriate audit evidence for contingent assets. Adequate

internal controls were not in place to account for contingent assets in the financial records. |

2
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was unable to confirm the contingent assets by alternative means. Consequently, | was unable
to determine whether any adjusiments were necessary to contingent vssets slated at
R30 033 808 in note 41 to the financial statements.

Statamant of ¢ anges in aatass. 3

11. The municipality did not correctiy prepare and disclose the statement of net changes in assets.
| identified a difference of R34 270 900 between the amount disclosed and the recalculated

amount. Consequently, statement of net changes in assets as stated at R4 559 381 166 in the
financial statements, is misstated.

Expenditure

12. Included in expenditure of R1 179 216 837 is an amount relating to expenditure not incurred in
the current year amounting to R78 243 533. The municipality did not have adequate systems in
place to account for expenses in the correct accounting period. Consequently, expenditure is
overstated by R78 243 533 and payables from exchange transactions is misstated.
Additionally, there was a resultant impact on surplus for the year and accumulated surplus.

Provisions

13. | was unable to obtain sufficient appropriate audit evidence for various leave days taken.
Adequate internal controls were not in place as there were no supporting documents for leave
days taken. | was unable to confirm the leave days taken by alternative means. | was unable to
confirm the leave days taken by alternative means. Consequently, | was unable to determine

whether any adjustments were necessary to provision for leave stated at R52 078 000 in note
15 to the financial statements '

Context for the opinion

14. | conducted my audit in accordance with the international Standards on Auditing (1SAs). My
responsibifities under those standards are further described in the auditor-general’s
responsibilities for the audit of the financial statements section of my report.

15. 1 am independent of the municipality in accordance with the International Ethics Standards
Board for Accountants’ Infernaticnal code of ethics for professional accountants (including
international Independence Standards) (IESBA code) as well as other ethical requirements that
are relevant to my audit in South Africa. | have fulfilled my other ethical responsibilities in
accordance with these requirements and the 1ESBA code.

16. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified opinion.

Emphasis of matters

171 draw attention to the matter below. My opinion is not modified in respect of these matters.
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Lontingsan Liabilizs

18. With reference to note 41 to the financial statements, i .o municipality is a defenda: tin various
legal claims involving individuals and companies. The :nunicipality is opposing thes:: claims.
The ultimate outcome of these mati.rs could not be determined and no provision for any
liability that may result was made in the financial statements.

Material losseas {woier distribution)

18. As disclosed in note 51 to the annual financial statements, material water losses to the amount
of R56 783 022 (2020-21: R90 751 416) was incurred.

Other matter

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

Unaudited supplementary schedules

21. The supplementary information set out on pages XX to XX does not form part of the financial
statements and is presented as additional information. | have not audited these schedules and,
accordingly, | do not express an opinion on them

Responsibilities of the accounting officer’s for the financial statements

22. The accounting officer is responsible for the preparation and fair presentation of the fi nancial
statements in accordance with Generally Recognised Accounting Practice and the
requirements of the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of
2003) (MFMA), and for such internal control as the accounting officer determines is necessary

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

23. In preparing the financial statements, the accounting officer is responsible for assessing the
Sekhukhune District 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 appropriaté 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

24. My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from materiat misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opihion. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit cenducted 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.

25. A further description of my responsibilities for the audit of the financial statements is included in
the annexure to this auditor's report.
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introduction and scope

26.

27.

28.

29.

30.

in accordance wiith the Public Audit Act 25 of 2004 (PAA) and the general notice issued in
terms thereof, | 1ave a responsibifity io report on the usefulness and reliability of the reported
performance ini»rmation against predetermined objectives for selected development priorities
presented in the annual performance report. | performed procedures to identify material
findings but not to gather evidence to express assurance.

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

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

Development priority 1 — Basic Service Delivery X=X

| 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 findings in respect of the usefulness and reliability of the selected deveiopment
priorities are as follows:

Development Priority 1 — Basic Service Delivery

31.

The achievements below were reported in the annual performance report for the listed
indicators. However, some supporting evidence provided materially differed from the reported
achievement, while in other instances | was unable to obtain sufficient appropriate audit
evidence. This was due to the lack of accurate and complete records. | was unable to confirm
the reported achievements by alternative means. Consequently, | was unable to determine
whether any further adjustments were required to these reported achievements.



indicator description Reported aciteven ant

‘Number of VIP units constructed (Fetakgomo

VIP backlog prograrnme phase 2, 3) 279 VIP units constructed

Number of VIP units constructed (Ephraim

Mogale VIP backlog programme phase 2, 3) | 747 VIP units constructed

Number of VIP units to be constructed
(Makhuduthamaga VIP backlog programme)

1535 VIP units completed

constructed (Elias Motsoaledi VIP backlog
programme phase 2,3

Number of VIP sanitation units to be 2066 VIP sanitation units to be constructed

(Tubatse VIP backlog programme phase 2, 3)

L

Number of VIP sanitation units constructed 1731 VIP sanitation units 1o be constructed

Performance indicators were not well-defined, targets were not specific and measurable

32. The planned targets for the indicators were not specific in clearly identifying the nature and
required level of performance and measurable.

lumber of VIP units constructe gomo
VIP Backlog programme phase 2 , 3)

500 VIP units constructed

Number of VIP units constructed({ Ephraim
Mogale VIP Backlog programme phase 2, 3)

958 VIP units constructed

Number of VIP units to be constructed {
Makhuduthamaga VIP Backlog programme)

2300 VIP units constructed

Number of VIP sanitation units to be constructed
(Elias Motsoaledi VIP Backlog Programme
(Phase 2,3)

24100 VIP units constructed

Number of VIP sanitation units constructed
(Tubatse VIP Backlog Programme (Phase 2,3

2000 VIP units constructed

Number of Kilometres of bulk pipeline
constructed.

Number of kilometers of Reticulation.
Number of Standpipes constructed.

Number of Waier Meters Installed Number of
boreholes equiped (De Hoop/Nebo

.| Plateau/Schoonoord Water Scheme Villages:
| Makgeru, Ga Ratau & Matekane)

8 Kilometres of bulk pipeline constructed.

72 kilometers of Reticulation.
850 Standpipes constructed.
850 Water Meters Installed
Equipping of two boreholes.

315



.
¥ ameters of bulk line constructed

Ki -meters of reticulation constructed

nuimber of yard connection

Number of steel tanks erected.

Number of concrete reservoirs constructed.

Number of pumphouses constructed.

Number of boreholes refurbished.(Motlailana,

Makgemeng Water Supply)

Number of kilometers of network constructed
and water meters installed (Tukakgomo RDP
section Borehole)

Number of kilometres of rising main and storage
tank installed (Phokwane/Broklyn water supply)

Number of kilometres of network constructed
and stand pipes and storage tank installed{
Laerdrift water supply intervention)

Number of Kilometers of pipeline constructed
and protection of abstraction point and sealing
of reservoir (Nkosini water supply & package
plant) _

T
| 5 16 Kilometers for bulk line caonstruciad
- 36,87Kilometers i reticulation constructed
320 yard connection.
. 1x steel tank erected.
" x concrete reservoirs constructed.
. 4 pumphouses constructed.
4 boreholes refurbished)

T7km of water distribution network
construcied and 735 water meters
installed

| 3 kilometres of rising main and 1elevated
| tank

4

Bkm reticulation network constructed, 22
communal stand pipes and 1storage tank
installed

3.5km of pipeline constructed and 1
protection of abstraction and sealing of 1
reservoir

Number of kilometres of bulk pipeline and
package plant constructed (Construgction of
Mooihoek bulk water supply phase G1 1

Construction of 3 Kilometres of bulk water
supply pipeline. Construction of 1 package
plant type clarifier

Number of mechanical and electrical (M&E)
componets installed for the extentions to
Groblersdal water treatment works and pump

‘ station{Moutse BWS project 13 &14)

5 mechanical and Electrical (M & E)
components installed for the extensions {0
the Groblersdal Water Treatment Works

and pump station

Reported targets were not consistent when com

pared with planned targets

33, The reported target did not agree with the planned target as per approved in service delivery

agreement.
Indicator Reported targets Planned Targets
Number of Command 1 command reservoir tested and | Testing and commissioning of
reservoir tested and commissioned the command reservoir
commissioned {(Ga Maphopha

Command resemvoir)

316



317

Numtzer of borehole drilled 1 borehole drilled and equipped 2 equipping of 2 drilled
and equipped (Legolaneng cannect to existing reticulation horehole,construction of pump |
Water Supply) network as per the nouse and '

Number of steel tank installed | 1 steel tank installed
(Brooklyn water supply) 3rooklyn 1x borehole and

construect a 2km pipeline and
50kl storage tanks

Number of borehole installed 1 barehole drilled and equipped 1 equipping of existing 1

and equipped (Polaseng borehole, installation of Jojo
Water intervention} tank and construction pipeline
distribution infrastructure
electric connection

Number of borehole drilled 1 borehole drilled and equipped Equipping of existing 1 x

and equipped and steel tank and 1 steel tank installed borehole, installation of Jojo
instafled (Mahlokwena tank

(Malaeneng) water

intervention

Number of borehole equipped | Borehole drilted and equipped Equipping of existing borehoile,
and pipeline distribution and 1 pipeline distribution installation of Jojo tank and
instalied (Kgotiopong water instalied did not agree with the construction pipeline
intervention) planned target of infrastructure, electric

connection as per the approved
in service delivery agreement.

Number of borehole drilled 1 borehole drilled and equipped equip three drilled boreholes,
and equipped and pipeline and 1 pipeline distribution energise and connect to the
distrinution instalied installed existing infrastructure

(Tshikanoshi Water Supply)

Number of borehole equipped | 1 borehole drilled and equipped Equip three drifled boreholes,

and pipeline distribution and 1 pipeline distribution energise and connect to the
installed (Sephaku Water installed existing infrastructure
Supply)
Number of borehole equipped | 1 borehole drilled and equipped Connect a high yield 1 x
and pipeline distribution and 1 pipeline distribution borehole and construct a 3km
installed (Eenzaam Water instailed bulk pipeline to the existing
Supply) . \ infrastructure

S

Various indicators

34. The achievements reported in the annual performance report materially differed from the
supporting evidence provided for the indicators listed below:

indicator description : | Reported achievement

Kilometers of bulk line constructed 0,5 Kilometers for bulk line constructed
Kilometers of reticulation constructed 44 6 Kilometers of reticulation constructed.
number of yard connection 0 yard connection.

Number of steel tanks erected. 1x steel tank erected.
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“Number o concrete reservoirs constructed. 0 X CONCI i@ reServi irs consi: Jcted.
Number of pump houses constructed. 4 pump hnuses constructed.
Mumber of borehales refurbished. 4 porehotss refurbished

(Motlailana, Makgemeng Water Supply)

Number of borehole installed and equipped
(Polaseng Water intervention) 1 Borehole drilled and equipped

Number of Kilometres of bulk pipeline 5 Kilometres of bulk pipeline constructed.

constructed.
76,890 Kilometers of Reticulation.

Number of Kilometers of reticulation.
1285 Standpipes constructed.

Number of Standpipes constructed.
1285 Water Meters Installed

Number of Water Meters Installed
Equipping of 2 boreholes.

Number of boreholes equipped. (De
Hoop/Nebo Plateau/Schoonoord Water
Scheme Villages: Makgeru, Ga Ratau and
Matekane)

Number of Kilometres of buik pipeline 0,1 Kilometres of bulk pipeline constructed, 0
constructed Number of reservoir completed reservoirs completed

(NSDO7 Regional Water Scheme
Construction of Concrete Reservoirs)

]

Other matter

35. | draw attention to the matter below.
Achievement of planned targets

36. Refer to the annual performance report on pages ... to ... for information on the achievement of
planned targets for the year and management’s explanations provided for the underfover
achievement of targets. This information should _be considered in the context of the material

findings on the usefuiness and reliability of the reported performance information in paragraphs
x to x of this report,

‘ Report on the audit of compliance with legisiation : l

Introduction and scope

37. In accordance with the PAA and the general notice issued in terms thereof, 1 have a
responsibility to report material findings on the municipality’s compliance with specific matters

9
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in key iegislair n. | performed procedures to identify iindings but not to cather evidence to
express assurance.

38. The material findings on compliance with spacific matters in key legislat on are as follows:

Financial statements, performance reports -ad annual report.

39. 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
identified by the auditors in the submitted financial statements were not adequately corrected,
which resulted in the financial statements receiving a qualified audit opinion.

Expenditure management

40. Reasonable steps were not taken to prevent fruitless and wasteful expenditure amounting to
R10 166 818 as disclosed in nole 49to the annual financial statements, in contravention of

section 62(1) (d) of the MFMA. This was incurred as a result of demolishing MIG: Carbonitites
to Zaaiplaas due to defects on the structure constructed.

41. Reasonable steps were not taken to prevent unauthorised expenditure amounting to R505 611,

as disclosed in note 40 to the annual financial statements, in contravention of section 62(1) (d)
of the MFMA,

42. Reasonable steps were not taken to prevent imegular expenditure amounting to R76 787 198

as disclosed in note 44 to the annual financial statements, as required by section 62(1) (d) of
the MFMA

43. Money owed by the municipality was not always paid within 30 days, as required by section
65(2)(e) of the MFMA

Consequence management

44. 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.

45. Irregular 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 .

48. 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

Procurement and contract management

47. 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 by SCM Regulation 17{1)(a)
and (c).

48. Some of the quotations were accepted from bidders who did not submit a declaration on
whether they are employed by the state or connected to any person employed by the state, as

required by SCM Regulation 13(c).

10
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“3. Some of the Corracts were not awarded in gn econcmical manner as required by MFMA «. -
B82(1)(a).

<0. Some of the Contracts and quotations were awarded to bidders that did r .t score the highest
points in the evaluation process, as required by section 2(1)(F) of Preferential Procurement
Policy Framework Act and 2017 Preferential Procurement Regulations 11, Similar non-
compliance was alsg reported in the prior year,

51. The performance of some of the contractors Or providers was not monitored on g monthly
basis, as required by section 116(2)(b) of the MFMA..

52. Awards were made to providers who were in the service of other state institutions or whose

ctors / principal shareholders were in the service of other state institutions, in coniravention
of MFMA 112(1)(j) and SCM Regulation 44. Similar awards were identified in the previous year
and no effective steps were taken to prevent or combat the abuse of the SCM process, as
required by SCM Regulation 38(1).

53. The preference point system was not applied some of the procurement of goods and services

the information included in the annual report, the audit committee's feport. The other
information does not include the financial statements, the auditor's report ang those selecteq
development priorities presented in the annuai performarnce reéport that have been specifically

reported in this auditor's report.

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

56. In connection with my audit, my responsibility is to read the other information and, in doing 50,

11
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58.

59.

60.

61.

62.

221

Th : matters above, as they rel-te to the basis for the qualified opinion, findings on the annual
pe:formance report and finding: on compliance with legislation, will be summarised in the
auiditor's report as foliows:

Although the leadership reviewed the annual financial statements and the ann: al performance
report prior to their submission for audit, the internal control enviranment is not operating
effectively as a number of misstatements were stitl identified .

There was no adequate review and monitoring of compliance with applicable laws and
regulations.

There was no adequale review and monitoring of compliance with applicable laws and
regulations.

The leadership did not have an adequate record keeping system to enabie relizble reporting on

performance achievement and retrieving of supporting information used to prepare the annual
financial statements.

[ Other reports

83.

64.

65.

86.

| 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.

Attorneys were appointed to assist with the recovery of an amount of R22 210 223 previously
paid to service providers for services not yet rendered (VIP sanitation projects), relating to the

2013-14 reporting period. The money paid to the service providers was still under investigation
at the date of this audit report.

The municipality erroneously paid an amount of R5 452 014 into incorrect bank accounts

during July 2018. As a result, investigations are being conducted by management to determine
the liable parties.

The municipality paid an amount of R12 084 011 into an incorrect bank account during the

2018-19 financial year. As a result, investigations are being conducted by management to
determine the liable parties.

12
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57. Attornays were appointec to assist with the investigations of R26 000 090 relating to the
irregi.lar appeintment of eight sei - ice Providers relating to covid-1g expenditure,

Huditon-Gororat

Polokwane

30 November 2022

AUD!TOR~G_ENERAL
SO UTH AFRICA

Auditing 1o huild pubie confidance

13
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Annexurs — Aiiditor-general - responsibility for the audit

T Aspsiof an audit in accordance with the ISAS, | exercise professional judgement ind
maintain professional scepticism throughout my audit of the financial statements and the
procedures performed on reported performance information for selected development
priorities and on the municipality’s compliance with respect to the selected subject matters.

Financial statements

resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control

* 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 Sekhukhune District
Municipality to continue as g 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

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 g municipality to cease Operating as a going concern

* evaluate the overal 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. f communicate with the accounting officer Fegarding, 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.



other matters that may reasonably be . -ught to bear on my independence and, where
applicable, actions taken to eliminate thr..ats or safeguards applied.

15
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1. INTRODUCTION

Below is an outline of the structure for 2021/2022 SDA annual report together with mandatory
supporting documents.

Sekhukhune Development Agency {SDA} herein presents annual report for 2021-2022 financial year.
The annualreport is a statutory requirement for all municipat entities in South Africa, primarily to

report on performance during the year under review, guided by Municipal Finance Management
Act (MFMA).

Circular 63 of 2012 states that contents of this annual report should encompass 1. Introduction; 2,
Governance; 3. Project undertaken; 4. Organisational Development Performance; 5. Financial
Performance; 6. Auditor General's Findings; 7. Appendices

However, this introductory chapter begins by presenting the legislative background, mandate,
projects undertaken and financial sustainability, and a summary of the annual report process.

1.1 Legisiative Frarework for Annual Reporting

The Annual Performance Report (APR) for Sekhukhune Development Agency for the financial year
2021/2022 has been prepared in compliance with the provisions of the Local Government Municipal
Finance Management Act which provides as follows:

Section 121 (3} {¢) of the Local Government Municipal Finance Management Act, 2003 {Act no. 56 of
2003)

“the annual report of the municipality must include the annual performance report of the prepared
by the municipality/municipal entity in terms of section 46 of the municipal Systems Act” Section 46

(1) of the Local Government Municipal Systems Act, 2000

“@ municipality/municipal entity must prepare for each financial year an annual report consisting of-
a performance report reflecting-

{i) the municipality/municipal entity’s, and any service provider’s, performance during
that financial year, also in comparison with targets of and with performance in the
previous financial year

{ii} the development of service delivery priorities and performance targets set by the
municipality/municipal entity for the following financial year, and

{iii) measures that were or are to be taken to improve performance

Sekhukhune Development Agency (SDA) is 100% owned by the Sekhukhune District Municipality and
as a municipal entity, it is also required to comply with the basic requirements of the Local
Government Municipal Systems Act 32 of 2000 read together with the provision of the Local
Government Municipal Finance Management Act of 2003. The SDA has therefore also prepared its

annual performance report in terms of the same guidelines and law provided for by the two above
mentioned legislative provisions.

The reader should take note that Sekhukhune Development Agency does not have its own
Performance Management Unit and has an agreement with the parent municipality to utilize the
performance management unit of the parent municipality for planning, monitoring and evaluation of

its performance alongside code of good practices provided for in the King IV Repro on Good Corporate
Governance.
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1.2 F-OREWORD
CHAIRPERSON OF THE BOARD OF DIRECTORS

Mr Tshabedi Serote
Chairperson of the Board
Sekhukhune Development Agency

Few weeks prior to the conclusion of 2021/2022 financial year, the Sekhukhune DevelopmentAgency
(SDA) welcomed its newly appointed Board of Directors. This period was preceded by months of
battling the drastic effects of economically restrictive COVID -19 alert levels. Enteringoffice under such
circumstances raised our levels of agility to deal with immense expectationsfromdifferent role players.

| do not doubt that the Board of SDA appreciates the scale and enormity of these regional economic
development challenges. During his welcome address of the three newly appointed board of Directors,
The Shareholder Representative, thus, The Executive Mayor Hon. Clir Julia Mathebe challenged us to
develop a credible financial sustainability plan, reposition SDA as a key player in the local and the
regional economy and ensures that the SDA obtains a clean audit opinion. In simplest terms we need
to answer the question; why the SDA should exist.

The anticipated financial sustainability model would be able to reduce SDA’'s financial dependence on
the parent municipality. The shareholder further implored the SDA Board to “Forster a pragmatic and
coherent” relationship with the Local Economic Development {LED) Unit of the District and all the LED
units of the local municipalities. More importantly, the shareholder advised that the Board fill the key
vacant posts as per the approved SDA organogram and initiate a ten-year review of the Agency.

As the SDA Board, we could not have asked for a clearer and profoundly strategic input from the
Shareholder. The Shareholder did not only provide us with a road map but also presented us with a
compass to stay on course. However, for us to fulfil our fiduciary duties and meet the shareholder
expectations, we will have to function within a coherent governance and reporting frarework. It was
for this reason that one of the focuses for the strategy session was to review, align and perfect the
governance arrangements and instruments that currently exist. These include the By-Law, Shareholder
Compact, Board Charter and Service Level Agreement between the parent municipality, thus
Sekhukhune District Municipality (SDM) and SDA. These governance arrangements will also have to
consider the legislation that governs the SDA whichincludes the Municipal Finance Management Act
(MFMA), Municipal Systems Act, No 32 of 2000, and the Companies Act No 71 of 2008 as well as the
non-regulatory King Report on GoodGovernance.

We are ready toserve!

Mr Tshabedi Serote
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1.3 ACTING CEQ’'S OVERVIEW & PERFORMANCE SUMMARY

Mr Mpho Maepa
Acting Chief Executive Officer
Sekhukhune Development Agency

We conclude the 2021/2022 Financial year with the appointment of the new Board of Directors led by
the Chairperson of the Board, Mr Tshabedi Serote. This finds us while battling with aligning ourselves
with the broader Economic Reconstruction and Recovery plan, and renewal strategies after many
countries of the world have been impacted by the surge of Covid-19. Theushering of the reconfigured

board presents an opportunity to chart a new strategic path that respond effectively and efficiently to
the circumstances of post-Covid -19 environment.

Indeed, one of the lessons that pounced from Covid-19 is the eminent need to find creative waysand
means to bring our communities to this daunting task of economic recovery.

For the Agency to change the socio-economic complexion of the district, the anticipated financial
sustainability plan would play a vital role in enabling the Agency to recalibrate the interventions,
projects and initiatives that have been identified and those underway to execute the strategy.

Sekhukhune District is an area of tremendous economic potential, Apart from its rich endowment with
metals and minerals, it has a fairly established commercial agriculture, vast landmass with diverse
fauna andflora. lt also hasarich historical and cultural heritage and a hostof key water catchment areas.
These features, together with the resilient people of the regionconstitute the comparative advantages
of Sekhukhune. SDA, therefore, exist to make the District realise its economic potential through
amongst others diversifying the economy of the regionand transforming its comparative advantages to
competitive advantages.

Therefore, In the set context, the SDA is more relevant than it has been in the economic landscape of
the District due to its positioning as a catalytic role player in creating high impacteconomic projects.
With robust strategies expected to unfold in the short and mid-term, in consultation with our strategic
stakeholders, SDA will be better positioned to orient its operations to District Development Model,

Special Economic Zone, Financial sustainability of the agency, Controls and Audit Assurances, and
strategic partnership initiatives and projects.

Mr Mpho Maepa
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2. MANDATE
Mandate of Sekhukhune Development Agency (SDA)
The mandate of Sekhukhune Development Agency is captured in the 'By-law for establishing and

operating Sekhukhune Development Agency' which was published in the Provincial Gazette
Extraordinary no. 1863 dated 4 November 2010.

In terms of the By-law, the following are the five strategic objectives of SDA:

To act as an engine for economic growth by diversifying and expanding the 5DM economic base

Tao secure a stable and sustainable financial base for the future development of the Agency

Ta initiate, identify and implement high impact economic development Projects

To develop businesse: that create sustainable job opportunities

To source funds for economic development concepts and convert these into projects aimed at
transforming the district into the first economy

Based on the above five strategic objectives, Sekhukhune Development Agency has to ensure that the
projects and programmes that are identified on an annual basis are aligned to the strategic objectives.
The operation of SDA must alsa be informed in the same vein.

More importantly, the strategic objectives must inform the planning, implementation monitoring as
well as review of the SDA Programmes.

The annual performance agreement between SDA Chairperson and Executive Mayar should also
mirror the same strategic objectives. The SDA performance as assessed by the parent municipality on
a guarterly basis as part of performance fekgotla reporting framework. The SDA reports starts from
management, to sub-committees of the board, board of directors then to parent municipality.

3. FINANCES

3.1 Financial Overview

3.1.1 Assets

In the 2020/2021 financial year, the total assets for Sekhukhune Development Agency stood at
R3 276 8399 and net assets at R1 357 224 as compared to the total asset position of R1 843 277
and net assets at (R311 670) in 2019/2020 financial year. The main contributor of the assets is a

property {land) that was donated by Sekhukhune District Municipality which is referred to as
portion 1 of Erf 488 Groblersdal Extension 5.

The property is zoned as public open space {park) which means it can only be used as such. The
value of the land is estimated at R900 000.00. In the financial year under review, SDA has
appointed transfer attorneys to officially register the property under the name of the Agency, this

will enable the agency to attract possible development application for purposes of revenue
generation.

3.1.2 Revenue

The total revenue for Sekhukhune Development Agency in the 2021/2022 financial year stood at
R5 687 026 compared to R5 687 026 in 2020/2021 financial,

3.1.3 Liabilities
Sekhukhune Development Agency incurred liabilities amountingto R1919 675 in the

2021/2022 financial year as compared to liabilities of R2 154 947 in the 2020/2021
financial year.

The liabilities relate to three main items;
- Unspent conditional grant from Industrial Development Corporation amountingto R 1526 829

6
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- Ttade and other payai:les amounting to R392 846.

3.1.4 Expenditure

The total expenditure incurred by Sekhukhune Development Agency in the 2021/2022 financial
year stands at R4 018 132 as compared to R3 520 617 in the 2020/2021 financial year. Employee
costs that were incurred in the 2018/2019 financial year contributed to R2 658 622 as compared
to R2 628 955 in 2017/2018 financial year. Payment for members of the SDA Board that were
incurred in the 2021/2022 amounted to R575 646 as compared to expenditure of R258 676 in the

2020/2021 financial year.
Expenditure SDA 2021/2022

SDA: Expenditure Percentage

20%

Annual Repe.t 2021/2022

OTHER EXPENSES

EMPLOYEE COSTS GENERAL EXPENSES

4, GOVERNANCE

4.1 SDA’s Non-Executive Board Members
Ms L J Mahlangu {Chairperson)
Ms F M Blake (resigned)

Mr M H Mampuru

Mr S M Masemola

Mr K G Mkhwanazi

Ms M V Makanyane

YVVVVYY

4.2 Board Meetings held
The foliowing are the Board Meetings held:

No. of Ql21/22 Q2 21/22 Q3 21/22 Q4 21/22
Meetings
Board 01 01 01 01
Meeting 30 August 14 Pec 25 Jan 26 April 2022
2021 2021 2022
TOTAL | 04
Special 01 01
Meeting 08 July 25 Nov
2021 2021
TOTAL | 02
AGM 0 0 0 0
T TOTAL | 0

4.2.1 Annual General Meeting

The AGM was planned for the 4t Quarter of 2021/2022 and could not proceed due to
termination of the Board that served from 01 May 2021 to luly 2022, The term for the
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Interim Board runs from 28 July 2022 until the new Board is appointed.

4.3 Strategic Planning

This strategic plan document is a reviewed version of the one developed by the current board in March
2017. The strategic plan document was supposed to be reviewed in the year 2020 however due to
challenges of high board vacancy as well as limitations imposed by Covid-19 re-trictions, the review
was deferred for 2021. The strategic view session was conducted on the 26-23 August 2021, The
reviewed strategic plan incorporates inputs by the parent municipality as the shareholder,

government departments and agencies in the economic development space as well as private sector
and industry specialists.

This strategic plan was developed through consultation with Board members, staff, and other
stakeholders, including the Executive Mayor of Sekhukhune District Municipality. Other inputs that
contributed to the strategy came from experts in various fields within the scope of the SDA business.
An analysis of the Sekhukhune area and the organisation in the current milieu and passible future
scenarios provided a basis for consideration of the role 5DA could play, and how it could take up its
mandate in the short to medium term.

4.4 Audit and Risk Committee

Sekhukhune Development Agency has a standing arrangement with the parent municipality to share
services of Audit and Risk Committees. The Audit Committee considers and makes recommendations
on matters provided under section 165 and reguiation 9 of the MFMA and MPPR respectively while

among other matter advice Management and Council on matters pertaining to the Annual Financial --

Statements before submission to Auditor General of South Africa.

In terms of legislative prescripts, the Audit Committee members should meet at least 4 times per
annum as per its approved charter. During the current financial year seven meetings were held,

The Members of the Audit Committee that served for the period 1% July 2021 to 30 June 2022, and
their attendance were as follows: )

NAME OF MEMBER 'STATUS NUMBER OF MEETING HELD
Mr. M Mokwele Chairperson 4

{ Resigned as the Audit Committee
Member with effect from the 4th of
January 2022}

Ms. M Ndlovu Member & Chairperson -Appointed as | 4
the chairperson with effect from the
1%t April 2022

Ms. T Mathabathe Member 4

Ms. M Mothelesi Member 4

Adv. L Thubakgale Member 4
4.4.1 Risk

Risk Management Committee forms part of the shared services with the parent municipality. The
Risk Management Committee (RMC) is an oversight committee responsible to the Accounting
Officer (AQ) for the monitoring of risk management which includes assisting in designing,
implementing, and coordinating the institution's risk management initiatives.

4.5 Audit Outcomes
The following is the comparative analysis of Audit Outcomes from Auditor-general South Africa (AGSA):
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Unqualifiad
d Unqualified
Unqualified

5. Performance Overview 2021/2022 Financial Year

5.1 SDA PROJECTS AS PER THE APPROVED/AMENDED 2021/2022 SERVICE DELIVERY AND BUDGET
IMPLMENTATION PLAN (SDBIP).

in the 2021/2022 financial year, Sekhukhune Development Agency had a total of 11 planned targets.
Out of 11 targets, 04 were achieved and 07 were not achieved which represents 36% overali
performance, a decline of 17% in comparison to the previous financial year.

The figure below further illustrates the same scenario as depicted above

2021/2022 SDBIP
Performance

4,36%...

=]l =2

5.2 OVERVIEW OF SEKHUKHUNE DEVELOPMENT AGENCY PERFORMANCE 2020/2021 FINANCIAL YEAR

SDA PROJECTS AS PER THE APPROVED/AMENDED 2020/2021 SERVICE DELIVERY AND BUDGET
IMPLMENTATION PLAN (SDBIP).

In the 2020/2021 financial year, Sekhukhune Development agency had a total of 15 planned targets.
Out of 15 targets, 08 were achieved and 07 were not achieved which represents 53% overall
performance, an improvement of 17% in comparison to the previous financial year,

The figure below further illustrates the same scenario as depicted above

SDBIP Performance 2020/2021

@ Not Achieved

® Achieved

5.3 Outlined in the table below are 6 targets Not Achieved with chaltenges and remediai actions for
2021/2022 Financial Year.

TARGET NOT ACHIEVED CHALLENGES REMEDIAL ACTION

De-Hoop & Flag Boshielo | The project depends on | Request intervention from PED

Tourism Development -RMP’s | Stakeholders’ availability , to coordinate all stakeholders

Mineral Research Study Agreement with implementing | Study to be conducted once the
partners not yet concluded. | agreement with the
MINTEK needs financial implementing  partners s

concluded and funding is
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municipality due to pending
legal matters.

availahle
Dry Sanitation Top Structure The previous contractor was | Receive Council Resolution
terminated by parent | permitting SDA  as  the

tmplementing agent for the
Sanitation top structures

Land Development of ERF 488

Service provider was only
appointed at the end of the
finacial year, therefore made
perfomance impractical at such
a short period of time

SDA to be capacitated to run its
affairs from SCM, Finznce, HR

Agang Cotton Initiative

No partnership agreement in
place

To ensure that partners
identified conclude an MOU
with SDA

all key stakeholders

Fundraising Delay is supply chain processes | SDA to be capacitated to run its
led to this non delivery affairs from SCM, Finance, HR
AGM Reports Schedule did not accommodate | Plans to hold AGM Oct/Nov to

accommodate nominations of

the new Board members and
introduce them

5 4 OUTUNED iN THE TABLE BELOW ARE 8 TARGEI'S ACHIEVED IN THE 2021/2022 FINANCIAL YEAR

JUMBEF

3 41 R R sk
Special 1 Achieved To Jointly Facilitate new approach to Special Economic
Economic Zone.

Zone

Green 1 Achieved Strategic partner Secured to invest in Green Automotive
Automotive Manufacturing.

Manufacturing

(Electrical Tuk-

Tuks)

ETA Funding | 1 Achieved Skills Development funding applied

Application

Tourism &1 Achieved Tourism Promotion Marketing and Development facilitated
Marketing

The prevailing legislation also provides that when the Sekhukhune Development Agency assesses its
performance for year under review, it is also a requirement that such performance be compared with

the previous financial year. The targets were allocated in terms of those that promote local economic
development and those falling under administration.

5.5 SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN 202172022

Section 53 (1) (i} of the Local Government Municipal Systems Act, 2003 provides that the major of the
municipality is charged with the responsibility to consider and approve the Service Delivery and
Budget Implementation Plan for 2021/2022 financial year. For 2021/2022 financia year, Sekhukhune
Development Agency has set 22 targets to deal with issues of economic development.

10
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6. STAKEHOLDER ENGAGEMENTT

6.1 STAKEHOLDER ENGAGEMENTS AND REVENUE GENERATING PROJECTS

As part of its mandate, the agency hold regular meetings and engagements with stakeholders to
exchange ideas on how to take the agency forward. The following sectors and departments were
engaged.

©.2 LIMPOPO DEPARTMENT OF ECONOMIC DEVELOPMENT, ENVIRONMENT AND TOURISM (LEDET)
& LEDA

SDA participated in the task team meetings for Fetakgomo-Tubatse Special Economic Zone as part of
crafting a new approach for SEZ .

6.3 DE HOOP DAM RESOURCE (MANAGEMENT PLAM MOA
An MOA to advance the De Hoop Dam Resource Management Plan was signed by the parent
municipality with Department of Water and Sanitation.

7. CONCLUSION

The 2020/2021 Financial year has seen unprecedented Economic devastation as a result of the
resignation of the Acting CEO. Global economy has seen a significant decline and contradiction, South
Africa as a developing economy is not an exception. SDA as a municipal entity created to stimulate
economic growth will have to leverage on national and provincial public policy interventions such as
the economic recovery plan of its parent municipality.

The escalating high levels of unemployment also imposed on the agency an immediate challenge of
igniting growth in the small and medium enterprise space as the driver for job creation. This approach
and strategy should be blinded with the efforts to unlock catalytic projects as the main mandate of

the agency.
ACCOUNTING OFFICER
Mr Mpho Maepa DATE

ACTING CHIEF EXECUTIVE OFFICER

il
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REPPORT (- THE AUDIT COMMITTEE FOR THE YEAR ENDE D 30 JU' JE 202/

We are pleased to present our repor’ for the financial year endad 30 June 2022.The
Audit Committee (Committee) has b:.en established as an independent committee in
terms of section 166 of the MFMA /.ct No.56 of 2003.The Committee has adopted
formal terms of references which are regularly updated and approved by council.

The Committee consist of the members listed hereunder and should meet at least four
times per annum as per its terms of references although special meetings may be
called as the need arise. Below is the attendance held and attendance was tabled as
follows

Mr. M Mckwele AC Chairperson — 1
Resigned with effect
from 05% January
2022 .
Ms. M Ndhlovu AC Chairperson- With | 4 2
effect from 15t Aprii
2022
Adv. L Thubakgale Member 4 3
Ms.M Mothelesi Member : 4 4
Mr.M Mathabathe Member 4 3

AUDIT COMMITTEE RESPONSIBILITIES

The Committee reports that it has complied with its responsibilities arising from section
166" of the Municipal Finance Management Act 2003 (MFMA) section 79 of the
Muniqipa! Structure Act 117 1998 and paragraph 14 (2} (a) of the Local Government:
Municipal Planning Management Regulations,2001. The Commiittee also reports that
it has adopted an appropriate formal terms of references, has regulated its affairs in
compliance with these terms and has discharged all its responsibilities as contained
therein

THE EFFECTIVENESS OF INTERNAL CONTROL AND INFORMATION
COMMUNICATION TECHNOLOGY (ICT ) GOVERNANCE

The Internal Control system was not entirely effective for the year under review
although some improvements were registered in some control activities. From the
various reports of the Internal Audit and Auditor General Report for 2021-2022 it
became clear that more still needs to be done by both council and Administration in

ensuring that the Municipality obtain a clean audit and that services delivery is
effective rendered.
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The Committze al'o reviewed the progress with respect to ihe 1CT
governance.Although :here were some significant progress on the IC? internal
control. The Committee report its dissatisfaction with the fack of iGT strategy and
minimal progress made with the implementation of the disaster recovery plan and the
business continuity plan.This continued to be a high risk for the municipality.

THE QUALITY OF REPORTING

The Committee is of the view that the contents of the quarterly reports of the
Municipality that it has been made privy to, have improved significantly. The
performance management system for managers accountable to the Municipal
Manager has been operating though not as efficient as the municipality would have
liked the system to be. The committee has been part of the performance assessments
of the managers accountable to the Municipal Manager for the year under review.

RISK MANAGEMENT

Progress on the District Municipality risk management was reported to the Committee
on a quarterly basis. The Committee is satified that the actual management of risk is
receiving attention although there are areas that still require improvement.
Management should take full responsibilities for the entire Enterprise Risk
Management Process and continue to support the Chief Risk Officer to further
enhance the performance of the Municipality. The Committee was dissatisfied about
the capacity in the Risk Management to support the Chief Risk Officer.

HUMAN RESOURCES

The Committee were concemed with slow filling of vacant position and request
management to speed up the process of filling all the senior positions and key
positions in the municipality

AUDIT PROCESS

The Committee is satisfied with how the audit process were handled by the Auditor
General South Africa as there were constant interaction with the Auditor General
South Africa during the course of the audit. The Committee is further satisfied that the
Audit report for 2021-2022 Financial Year was issued as per the audit strategy as
agreed between the Auditee and the Auditor General South Africa. The Committee
recommend that Management of the Municipality must submit the credible Annual
Financial Statements. From the Audit report of the Auditor General South Africa on the
annual financial statement of the Municipality, it was noted that the Municipality has
sustained the qualified audit opinion. We recommend that management should
develop and implement an action plan to address all the findings as raised by the
Auditor General (SA) in order to strengthen the efficiency and effectiveness of the
system of internal controts over financial reporting
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<valuation of the: Finan ial Statements

The Audit Committee has:

* Reviewed and discussed the audited annual financial statement. .
* Reviewed the AGSA management letter and responses thereto

= Reviewed compliance with legal and regulatory provisions

= Reviewed significant adjustment resulting from the audit process;
* Reviewed the audit report

We concur with and accept the Auditor General South Africa report on the annual
financial statements, and are of the opinion that the audited annual fin::ncial statement
be accepted and read together with the report of the Auditor General South Africa.

ANNUAL REPORT FOR 2020-2021 FINANCIAL YEAR

The Committee has considered the annual report for 2021-2022 financial year and

recommend that management should ensure that Management and governance
structuress review the Annual Report.

Appreciation

The Committee wishes to thank the Municipal Council, AGSA, Management and the
staff for continued commitment to improve effective control environment and good
governance and for their support. .

EJ M“’ ti)cz(dmd :

Chairperson of the Audit Performance Committee
Ms M Ndlovu
Date: 17 January 2022
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REV’ORT OF THE AUDIT CGMMITTEE FOR THE YEAIZ ENDED 30 JUb - 2022
AUDIT COMMITTEE REPORT

The Audit Committee (the Committee) is pleased to present the report for ihe financial
year ended 30 June 2022.The Committee has been established as an independent
committee in terms of section 166 of the Municipal Finance Management Act No.56 of
2003.The Committee adopted formal terms of references which are regularly updated
and approved by Council.

Audit Committee members and attendance

The Committee consist of members listed hereunder and should meei aleast four

times per annum as per its terms of references although special meetings maybe
called as the need arises.

For the 2021-2022 financial year,2 meetings were held due to changes or lack of
leaderships in the agency. The attendance was as follows:

NAME OF MEMBERS | STATUS TOTAL NO. OF
NO.OF MEETINGS
MEETINGS | ATTENDED
Mr. M Mokwele AC Chairperson- Resigned | 4 1
with effect from the 05"
January 2022
Ms. M Ndlovu AC Chairperson with effect | 4 2
from 01 April 2022
Adv. L. Thubakgale Member 4 2
Ms. M Mothelesi Member 4 2
Ms. M Mathabathe PAC Chair Member with 4 2

eftect from 01 April 2022

The Committee reports that it has considered ils charter which was ultimately
approved by Council which is the parent of the Sekhukhune Development Agency
and charter regulates its affairs and detailed the responsibilities and expectations of
the Committee.

The Effectiveness of the Internal Control

The Committee noted the work of the assurance service providers, both internal and
external auditors through reports that were submitted. The reports were noted with

concern by the Committee regarding the number of significant internal control
deficiencies.
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Management i:-.s given assurance that effective corrective action will be implemented
in respact of aliinternal control weakness. The Audit committee will moniter these
going :arward,

Risk Management

The Committee fulfils an oversight role regarding the financial reporting risk, internal
financial controls, fraud risk and information and technology as it relates to financial
reporting. The Chairperson of the risk management committee or the Chief Risk
Officer report progress on the risk management process to the Committee on a
quarterly basis. The Committee is dissatisfied that ihe actual management of risk is
not receiving attention. Management should take full responsibility for the entire
Enterprise Risk Management Process and continue to support the Chief Risk Officer
to further enhance the performance of the Agency

Human Resources

The Committee is dissatisfied that the agency is not receiving attention from the
Municipality. The agency has been running with the Acting Chief Executive Officer and
without the Finance Manager and the Board Secretary for a long period. Management
should ensure that the critical positions are filled and that they receive necessary
support from the shareholder.

The Quality of Reporting

The Committee is of the view that the contents of the quarterly reports of the agency
that has been made privy to have improved. Management must improve on the
submission deadlines.

Financial Management

The Committee is dissatisfied with the budget allocation for the agency and request
that the shareholder support the agency so that the agency can realise its objectives.

Audit Process

The Committee is satisfied with how the audit process were handled by the Auditor
General South Africa (AGSA) as there were constant interaction with the Auditor
General South Africa during the course of the audit. The Audit Committee is further
satisfied that the Audit report for 20221-2022 was issued as per the audit strategy as
agreed between the Committee and the AGSA. The Committee applauded
management of the agency that they submit the credible Annual Financial Statements
and the Chairperson of the Board and his team for ensuring that unqualified audit
opinion is maintained. The Committee recommend that management should
implement an action plan to address all the findings as raised by the AGSA in order to
strengthen the efficiency and effectiveness of the system of internal controls over
financial reporting.
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Evaluation of the t-inancial Statemanis
Ti:= Audit >ommitice has:

»  Reviewed and discussed the audited annual financial st=.ement..
= Reviewed the AGSA management lelter and responses herelo

* Reviewed compliance with legal and requlatory provisiorns
 Reviewed significant adjustment resulting from the audit process:
* Reviewed the audit report

We concur with and accept the AGSA report on the annual financial statements, and

are of the opinion that the audited annual financial statement be accepted and read
together with the report of the Auditor General South Africa.

A:.nual Report for the 2021-2022 Financial Year

The Committee has considered the annual report for 2021-2022 Financial year and

recommend that management and governance structures should review the annual
report so that the report is credible .

Appreciation

The Committee wishes to thank the Municipal Council, AGSA, Board, Management
and the staff for continued commitment to improve effective control environment and
good governance and for their support. .

EJ M 7 @ﬂ)/{’@ d

Chairperson of the Audit Performance Committee
Ms M Ndlovu
Date: 17 January 2022
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Tel: (013) 262 7300

S[KHUKHUNE Fax:(013)2623688

Distriet Municipality

E-Mail:sekinfc@sekhukhune.co.za
CERTIFIED COUNCIL RESOLUTION

==DESVULUITION
The Special Council Meeting held on the 30 March 2023 under-

SC 001/03/2023 OVERSIGHT REPORT ON THE DRAFT ANNUAL REPORT FOR
THE 2021/2022 FINANCIAL YEAR '

RESOLVED AsS FOLLOwWS:

1. Council approved oversight report on the 2021/2022 Annual Report.

7&':& 7 /0% /2023
CERTIFIED AS TRUE RESOLUTION DATTE /
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Abbreviations and acronyms

AC

AFS

AG

AR

BTO

CS

CoS

DORA

GRAP

IWS

MFMA

MM

MPAC

MSA

MSA

MECoA

NGO

NPO

PED

SDA

SDM

Audit Committee

Annual Financial Statement

Auditor-Generall

Annual Report

Budget & Treasury
Community Services

Corporate Services

Division of Revenue Act

Generally Recognised Accounting Practices
Infrastructure and Water Services

Municipal Finance Management Act, 2003 (Act No. 56 of 2003)
Municipal Manager

Municipal Public Accounts Committee

Municipal Structures Act, 2000 (Act No. 32 of 2000)
Municipal Systems Act, 2000 (Act No. 32 of 2000)
Municipal Standard Chart of accounts
Non-Governmental Organisations

Non-Profit Organisation

Pianning & Economic Development

Sekhukhune Development Agency

Sekhukhune District Municipality



1. Introduction and background

Council has been conferred with the legislative responsibility of overseeing
performance within their respective municipality. These legislative mandates are
highlighted in the Constitution, the Municipal Finance Management Act (MFMA),
Municipal Systems Act (MSA), and Municipal Structures Act (MsA).

The Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of

2003), read together with Circular 63 clearly outlines the purpose of the annual
report as stated below:

to provide a record of the activities of the municipality or entity during the
financial year to which the report relates:

to provide a report on performance in service delivery and budget
implementation for the financial year.

to promote accountability to the local community for the decisions made
throughout the year by the municipality or municipal entity; and;

to reduce the additional reporting requirements that will otherwise arise from
Government Departments, monitoring agencies and financial institutions.

Section 121(3) and (4) of the MFMA sets out the framework relating to the contents
of the annual reports for both municipalities and municipal entities.
These include:

» the annual financial statements of the municipality/entity and if municipality
has municipal entities, consolidated annual financial statements as submitted
to the Auditor-General for audit:

* the audit report of the Auditor-General in terms of both section 126(3) of the
MFMA and section 45(b) of the MSA:

* municipality's annual performance report as per section 46 of the MSA:
assessment of any arrears on municipal taxes and service charges;

* assessment of municipality’s performance against measurable performance
objectives for revenue coliection from each revenue source and for each vote
in the municipality's approved budget;

* particulars of corrective action taken or to be taken on issues raised in audit
reports;

¢ explanations to clarify issues on financial statements,

» any other information determined by the municipality/entity including

recommendations made by the audit committee and any other information as
may be prescribed.



Section 129 (1) of the MFMA, which deals with the compilation of oversight
reports on annual reports, states that —

“The council of a municipality must consider the annual report of the municipality
and of any municipal entity under the municipality’s sole or shared control and by
no later than two months from the date on which the annual report was tabled in
council in terms of Section 127, adopt an oversight report containing the

council's comments on the annual report, which must include a statement
whether the council —

(a}has approved the annual report with or without reservations.
(b)has rejected the annual report; or

{c)has referred the annual report back for revision of those components
that can be revised.”

It is essential to note the mandatory role of the Municipal Public Accounts Committee
(MPAC) in the process of the annual reporting and drafting of the Oversight Report in
terms of section 129 of the Local Government: Municipal Finance Management Act,

(Act No. 56 of 2003} and section 79A(3)c) of the Local Government: Municipal
Structures, (Act No. 117 of 1998) as amended.

The Sekhukhune District Municipality (SDM) Annual Report for 2021/22 financial

year was presented to Council sitting on 30 January 2023(Resolution - OC
46/01/23).

2.

NMethodology

2.1. The committee perused and scrutinized the SDM Annual report for the

2021/22 financial year following legislative prescripts and the Council approved
terms of reference to draft the oversight report.

2.2. The SDM Annual report for the 2021/22 financial year tabled in Council on
30 January 2023,

2.3.  The Public Participation programme report on the 2021/22 Annual Report
was undertaken from 09 to 28 February 2023.

2.4.  The Municipal Public Accounts Committee had working sessions to deal
with the Annual Report as follows:

* 13 February 2023 — MPAC with Chief Operations officer & Chief Audit
Executive dealing with the Annual report wholly.

° 14 February 2023 - MPAC with Auditor General dealing with the AG’s
report.

°» 15 February 2023 -~ MPAC with Provincial Treasury dealing with the
financial performance report and annual financial statements.

* 27 February to 01 March 2023 - MPAC comprehensive review and
scrutiny of the Annual report wholly,

* Oversight visits to projects were undertaken to confirm or get clarity on
matters raised in the AG's report and the Annual report.
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A public hearing was convened but was later postponed as the Executive
could not respand in time.

The MPAC further convened working sessions on the 27-28 March 2023
to interview the management particularly go get clarity from the senior
management team on the issues emanated from the 2021/22 Annual
Report.

The Committee convened a special meeting on 29 March 2023 to adopt

the Draft Oversight Report on the 2021/22 Annual Report and recommend
to Council for adoption.

3. Challenges

The committee would like Council to note that some of the challenges enlisted
below are recurring.

3.1.

3.2.

3.3.
3.4.
3.5.

3.6.
3.7.

Lack of cooperation by the executive whereby questions sent by MPAC
are not responded and public hearings are postponed, which results in
fruitless and wasteful expenditure.

Inaction by the executive to ensure that consequence management is
undertaken.

Lack of proper planning and monitoring mechanisms.

Non- implementation of Council resolutions,

Recurrence of non-implementation of Auditor-General's findings by the
Management

Lack of cooperation between municipal departments and units
Lack of good relationship between the Audit Committee and MPAC



4, Findings

The following were found:
4.1. Responses by the Executive

4.1.1 The Executive was unable to provide responses on the written questions
sent, which hampered the committee to get full clarity on most of the issuses.

4.1.2 On the basis of the above-mentioned, the committee postponed the public
hearing scheduled for 24 March 2023.

4.2. Service Delivery Performance

The overall service delivery'performance of the municipality is continuously

regressing, specifically within the basic functions. The overall performance is
stated at 59%.

The committee had an interview with the Director, Infrastructure and
Water Services who indicated the following:

¢ There is lack of forward planning, whereby planning of projects,
budgeting, procurement plans and implementation are not integrated.

» That there is lack of monitoring on projects and this is due to project
managers are limited with working tools and travelling allowances.

* There is staff shortage, whereas the staff complement is also ageing
more specifically in the operation and maintenance unit.



Please note the reported performance tabled below:

Department Performance in percentage
2021/22 F)Y | 2020721 FIY

IWS 17% 29%

BTO 53% 55%

PED 55% 78%

Cos 69% 80%

OEM 72% 75%

OTS 76% 83%

MM 81% 70%

CS 100% 100%

The Infrastructure & Water Services is dismally failing to perform its core
mandate of providing basic services to our communities and thus
negatively impacting the municipal corporate image and the livelihood of
the Sekhukhune citizens which then deprive their constitutional rights.

Projects under construction

The municipality has got numerous projects under construction that are not
completed; some were abandoned whereby money was spent. However, the

municipality continues to initiate new projects, which still, do not get to completion
stage.

Engagements with various stakeholders, including the Auditor General,
Municipal Infrastructure Support Agency (MISA), Cooperate Governance,
Human Settlement & Traditional Affairs (CoGHSTA) and the Provincial
Treasury emphasizes that the municipality must focus on completion of the
projects under construction and ensure that they deliver on its main
objective of water service delivery,



4.3. AssetRegister

4.3.1. The inadequate review of useful lives of property, plant and equipment
was not reported in accordance with GRAP 17, and as a result a net
carrying amount of R4 4616 094 and depreciation of R116 366 974
misstated in the annual financial statement.

4.3.2. The asset register had listed assets that are still of value as obsolete.
Council must note that, the auditor general highlighted this issue as
recurring, though service providers have been procured to assist with
ensuring that the asset register is compliant.

4.4, Revenue

The municipality's debt book by the end of April was at R335,3 miliion,
which is money owed to the municipality.

4.5. Liabilities

Liabilities for the 2021/22 financial year was stated at R638 385 896 as
compared to R562 62 318 040 in the 2020/21 financial year.




4.6.

4.7.

4.8.

4.9.

Contingent liabilities:

Contingent liabilities are increasing annually as per the annual reports and
there is proof that litigations against the municipality are the highest
contributor to such. (31 Cases).

Fraud cases

4.7.1.1,

47.1.2

4.7.1.3.

47.1.4.

4.7.1.5.

Attorneys were appointed to assist with the recovery of an
amount of R22 210 223 previously paid to service providers for
services not yet rendered (VIP sanitation projects), relating to
the 2013-14 reporting period.

The municipality erroneously paid an amount of R5 452 014 into
incorrect bank accounts during July 2018.

The municipality paid an amount of R12 084 011 into an

incorrect bank account during the 2018/19 financial year
{COIDA).

Attorneys were appointed to assist with the investigations of R
26 0000 000, relating to the irregular appointment of eight
service providers relating to Covid-19 expenditure.

The municipality to erroneously paid R239 131,56 into Advocate
Ngutshane’s bank account by the municipality.

Unspent Conditional grants

There is consistent failure on grants’ spending, furthermore there was no
consequence management steps undertaken against those who failed to
ensure that grants are spent.

Grant Budget Expenditure Unspent

MIG R 460,140,845,00 | R 413,027,095,00 R 47,113.750,00
WSIG R29,027, 423,00 | R 8 ,643,774.00 R 20,383,649,00
RBIG R58,643,774,00 | R 36, 898,058,00 R21, 745, 716,00

Material losses

The Auditor general has stated the issue of material water losses under
matter of emphasis. It has been found that water provision by tankers,
which has no clear accounting plans and/or reports is highly contributing to

such.




4.10.

4.11.

R56 783 022 has been disclosed in Note 51 of the Annual Financial
Statements.

Supply Chain Management

The municipality is still failing to comply with the supply chain management
processes to the latter, as guided by the Local Government: Municipal
Finance Management Act, its guidelines, and regulations.

Unauthorised, irregular, Fruitless and Wasteful Expenditure

4.11.1.1. Reasonable steps were not taken to prevent irregular
expenditure, thus contravening the supply chain management
requirements as stated by the Auditor General's report.

4.11.1.2. The total Unauthorised, irregular, Fruitiess and Wasteful
Expenditure has been stated as below which has been
immaterially declared in the Annual Financial Statements:

* Unauthorised = R 505,611,04
* lrregular =R 74,061,188.28

o Fruitless and Wasteful = R10,166.818,15

411.1.3. There is fruitless and wasteful expenditure stated at
R10,116,818.15 as a result of impairment expenditure for
Dindela Reservoir, the reservoir is to be demolished and
reconstructed from scratch.

4.11.1.4. SDA

» The Auditor General has stated that an allegation was raised
in the media regarding a payment of R460 000 which came
as a result of a court judgement which had compelled the

municipal entity to pay the amount to a complainant on the
20" of August 2020,

There was no progress report since the matter was reported
to be stil under investigation.
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» SDA:! Irregular Expenditure:

There were no reasonable steps taken to prevent irregular
expenditure, though Council had resolved that consequence
management steps be undertaken (Ref: OC 06/10/21 & SC
OC 08/01/23).

The initial expenditure was R95 146,00 and balance is
currently stated at amount of R 1003 376.

Council must note that non-compliance with recruitment
processes also led to the increment in the disclosed irregular
expenditure,

The irregular expenditure is stated in Note 24 of the AFS.

3. Comments on the draft Annual Report 2021/22

The legislative imperatives on the compilation of an annual report by a municipality
or a municipal entity, which were referred to herein- above as well as the MPAC's
opinion on compliance thereto by the SDM are set out below.

5.1.

be compliant

e annual financial statements are to

Municipa! Finance Management Act

The 2021/22 financial statements
were not prepared in all material
aspects in accordance with Section 122
of the MFMA as highlighted in the
Auditor General's Report

The Auditor-General's report is to be
included in the annual report

The SDM annual report includes the
Auditor-General's report as required

Explanations to be included that are
necessary to clarify issues or matters in
connection with the financial statements

The SDM annual report contains the
necessary explanations to clarify issues
or matters in connection with the
financial statements

Expenditure Management

Compliance to the MFMA and Supplyﬂ
Chain Management legislative
prescripts is not satisfactory.
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5.2.

Division of Revenue Act

The annual report to disclose the

following:

o Details of conditional grants received
from the national and provincial
spheres;

o Details of conditional grants received
from other municipalities; and,

o Details of grants made to any organs of
state.

The requ dii of conditional
grants were disclosed in the annual
report

The annual report to disclose the extent
to which the conditions of the grants
were met by the municipality

Information on conditions of which the
grants were met for the 2021/22
financial year is included in the draft
annual report.

The annual report to provide information
relating to the benefits paid to
Councillors, managers and other
officials of the municipality

The annual report 2021/22 contains
information relating to the benefits paid
to Councillors, managers and other
officials of the municipality.

5.3.

Municipal Systems Act

annual report

Performance ert to be included in the

municipality has been included in the
draft annual report.

information on projects implemented by
the municipality

Performance targets be included in the | Performance targets have been
annual report included in the draft annual report.
The annual report to have full| The annual report has the full

information on projects implemented by
the municipality.
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8.

General findings and comments by the MPAC

The Municipal Public Accounts Committee is highly concerned about the level of
campliance to legislative prescripts and the basic service delivery performance.

It is imperative for Council to come up with a turn-around strategy that will drive
the implementation of Council resolutions and ensure that the Integrated
Development Planning and its implementation tools are developed in a realistic
manner that seeks to effectively address service delivery challenges within the
municipality.

Public consultative meetings / Comments from the public

Provisions of Section 127 of the Local Government: Municipal Finance
Management Act No. 56 of 2003 (MFMA Act 56 of 2003) obliges the accounting
officer to make public the annual report, immediately after it had been tabled in
Council, and invite the local community to submit representations in connection
with the annual report.

Moreover, the legislative prescripts states that all meetings of Council and the

oversight committee at which an annual report is considered must be open to
the public.

It further provides that reasonable time must be allowed for discussion of any
written submissions received and for members of the community and organs of
state fo address the meetings. Members of the public were consulted by the
municipality on the 2021/22 annual report,

It is important to also note that section 75 of the MFMA places an obligation on
the accounting officer of the municipality to place the annual report on the
municipality’s website “not later than five days after its tabling in the council or
on the date on which it must be made public, whichever oceurs first.

Below is a brief of the public comments on the 2021/22 Annual Report:

7.1, There is poor provision of water services:

7.2. There are areas whereby water tanks are provided but there is no
consistent delivery of water:

7.3. Communication channels should be improved:;

7.4, Operations and maintenance unit in the IWS is not fully functional;

7.5.  The municipality should permanently employ water pump operators:

7.6.  Bursaries are not allocated in an equitable manner;

7.7. The municipality should improve on the spatial planning and development
and environmental management.
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7.8,

[u]

The implementation of municipal projects is not adequately monitored to
ensure timeous completion;

8. Recommendations

The committee recommends that —

8.1.

8.2.

8.3.

8.4.

8.5.

3.6.

8.7.

8.8.

8.9.

8.10.

3.11.

8.12.

8.13.

8.14.

Council directs that the Executive Mayor complies with the accountability
processes of the municipality and ensure that her office promptly
responds and provide information, as and when requests and questions
are sent.

Council directs that the skills audit report be presented to Council by the
Executive Mayor for further consideration.

Council directs that the Executive Mayor, embarks on organizational re-
engineering with an objective of improving service delivery.

Council directs the Executive Mayor, to ensures that conseguence
management is fully undertaken for all misconducts and the accounting
officer be further directed to ensure that consequence management steps
are fairly applied:;

Council directs the Executive Mayor, to ensure that the municipality’s
planning, performance monitoring, evaluation and reporting mechanisms
or systems are strengthened in order to improve overall performance;
That the Accounting officer be directed to ensure that the Asset Register
is compliant with the GRAP;

That the revenue enhancement strategy be implemented to ensure that
revenue collection is improved:

The accounting officer should ensure that the unauthorized, irregular and
fruitiess or wasteful expenditures are curbed;

That a full litigations register/ report with details for 2021/22 as stated in
the AG's report be presented to Council by the Executive Mayor, in the
next ordinary Council sitting scheduled for 28 April 2023,

A detailed report on all fraud cases be presented to council in the ensuing
ordinary council meeting and information pertaining to same bhe provided
to MPAC as and when requested.

That the litigations register/ report be included in all ordinary council
agendas as a standing item.

That a list of all Work in Progress (WIP) projects with an assessment
report, detailing expenditure to date and budget needed to complete each
project, be presented to Council in the Council meeting scheduled for 28
April 2023,

That all incomplete projects be prioritized for comptetion before initiation
of new projects.

That clear monitoring mechanisms and plans be put in place to limit
material losses caused by water tanker services.
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8.15. That council directs the Executive Mayar to implement council resolution
(Ref: OC 06/10/21 & SC OC 08/01/23), regarding the reported irregular
expenditure in the SDA annual financial statements on a quarterly basis.

8.16. Council approves the draft annual report with reservations.
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Clir. Mabatane M.C. Date‘

MPAC Chairperson
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