FINAL ANNUAL REPORT: 2022 / 2023 FINANCIAL YEAR



Introduction

Vision

Integrated, economically viable and developmental local government.

Mission

Continuously develop and improve living conditions of our communities by providing efficient and
effective bulk services and create a conducive environment for economic opportunities and job
creation.

Core Values

Transparency, Commitment, Cooperation, Openness and Consultation, Responsiveness, Effective
Communication, Corporate governance, Social responsibility, Service delivery in line with Batho
Pele Principles, High level of professionalism, integrity and objectivity, Creativity, Fairness,
Accountability, Honesty, Respect, Ubuntu, Punctuality, Participation, Solution Orientated,
Integrity, Respect, Etiquette, Honor, Morale, Honesty.
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Preface

Section 121 (1) of the Local Government: Municipal Financial Management Act 56 of 2003 (MFMA)
stipulates that “Every municipality and every municipal entity must for each financial year prepare an
annual report” in accordance with its guidelines.

The purpose of the annual report is to:

1.

Provide a record of the activities of the Thabo Mofutsanyana District Municipality Council
during the 2022/23 financial year.

Provide a report on performance against the budget of the Thabo Mofutsanyana District
Municipality Council for the 2022/23 financial year; and

Promote accountability to the local community for the decisions made throughout the year by
the municipality.

According to section 121 (3) of the MFMA, the annual report must include:

1.

The annual financial statements of the municipality, and consolidated annual financial
statements as submitted to the Auditor-General for the audit in terms of section 126 (1) of the
MFMA.

The Auditor-General’s audit report in terms of section 126 (3) of the MFMA on the financial
statements in (a) above.

The annual performance report of the municipality as prepared by the Thabo Mofutsanyana
District Municipality in terms of section 46 of the Local Government; Municipal Systems Act 32
of 2000 (MSA).

The Auditor-General’s audit report in terms of section 45 (b) of the Municipal Systems Act
(MSA).

An assessment of the arrears on municipal taxes and service charges.

An assessment of the municipality’s performance against the measurable performance
objectives referred to in Section 17 (3) (b) of the MFMA for revenue collection from each
revenue source and for each vote in the municipality’s approved budget for the 2022/23

financial year.

Corrective action taken or to be taken in response to issues raised in the audit reports referred
to in paragraphs (b) and (d) above; and
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8. Recommendations of the municipality’s Audit Committee
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Abbreviations and Acronyms

AFASA
AG
AH
AIDS
APR
AVCASA
CCs
CcCtv
CEO
CLLR
COGTA
COIDA
COVID
CuT
DAC
DAFF
DALRRD
DARD
DCF
DDM
DFFE
DMA
DoE
DoRA
EAP
EDSM
EE
EEA

African Farmers’ Association of South Africa

Auditor General

Agri-Hub

Acquired Immune Deficiency Syndrome

Annual Performance Report

Association of Veterinary and Crop Associations of South Africa
Carbon Capture and Storage

Closed Circuit Television

Chief Executive Officer

Councilor

Cooperative Governance and Traditional Affairs
Compensation for Occupational Injuries and Diseases Act
Corona Virus Disease

Central University of Technology

Development Assistant Committee

Department of Agriculture, Forest, and Fisheries

Department of Agriculture, Land Reform and Rural Development

Department of Agriculture and Rural Development
Discounted Cash Flow

District Development Model
Department of Forestry and Fisheries
Disaster Management Act
Department of Energy

Division of Revenue Act

Employee Assistance Programme
Electricity Demand Side Management
Employment Equity

Employment Equity Act
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EEDSM Energy Efficiency Demand Side Management

EHS Environmental Health Services

EnBs Energy Services Company

EnPIs Energy Performance Indicators

EPWP Extended Public Works Programme

ERM Enterprise Risk Management

ERP Enterprise Risk Management

ESCO Energy Services Company

F Female

FB Facebook

FBSA Fire Brigade Service Act

FET Further Education and Training

FM Frequency Modulation

FPSU Farmer Production Support Unit

FS Free State

GBV Gender Based Violence

GDP Gross Domestic Products

GP Gauteng Province

GRAP Generally Recognised Accounting Practice
HIV Human Immunodeficiency Virus

HR Human Resources

HRM Human Resource Management

IAC Internal Audit Committee

ICT Information and communication Technology
IDP Integrated Development Plan

IESBA International Ethics Standards Board for Accountant
IGR Intergovernmental Relations

IRFA Intergovernmental Relations Framework Act
ISA International Standards on Auditing
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IT

D
KPA
KPI
KZN
LED
LG
LGMF
LGSETA
LLF
M

MAP
MCPF
MFMA
MFMA
MM
MOA
MOU
MP
MPAC
MSA
MTREF
MUT
NERPO
NGO
OBP
OHS
PAA

Information Technology

Job Description

Key Performance Areas

Key Performance Indicators

KwaZulu Natal

Local Economic Development

Local Government

Local Government Financial Management Grant
Local Government Sector Education Training Authority
Local Labour Forum

Local Municipality

Male

Maluti-A-Phofung

Municipal Councillors Pension Fund

Municipal Finance Management Act

Municipal Finance Management Act

Municipal Manager

Memorandum of Agreement

Memorandum of Understanding

Mpumalanga

Municipal Public Accounts Committee

Municipal Systems Act

Medium Term Revenue and Expenditure Framework
Mangosuthu University of Technology

National Emergent Red Meat Producers Organisation
Non-Governmental Organizations

Onderspoort Biological Products

Occupational Health and Safety

Public Audit Act of South Africa, 2004
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PAYE
PMS
PPE
QLFS
RMC
RRAMS
RUMC
SA
SALGA
SALGBC
SAMIC
SAMSRA
SANBI
SANRAL
SAPPO
SAPS
SCM
SDBIP
SDF
SEDA
SEFA
SEZ

SLA
SMME
SPLUMA
STATS
TK
TMDM
UIF

Pay As You Earn

Performance Management Systems

Personal Protective Equipment

Qualifications

Risk Management Committee

Rural Road Asset Management Systems

Rural Urban Market Centre

South Africa

South African Local Government Association
South African Local Government Bargaining Council
South African Meat Industry Company

South African Municipal Sports and Recreation Association
South African National Biodivesity Institute
South African National Roads Agency

South African Pork Producers’ Organisation
South African Police Services

Supply Chain Management

Service Delivery Budget and Implementation Plan
Spatial Development Plan

Small Enterprise Development Agency

Small Enterprise Finance Agency

Small Economic Zones

Service Level Agreement

Small Medium Micro Economic

Spatial Planning and Land Use Management Act
Statistics

Task

Thabo Mofutsanyana District Municipality

Unemployment Insurance Fund
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UNISA University of South Africa

VAT Value Added Tax

VuT Vaal University of Technology

WIL Work Integrated Learning
WSP Work Skills Plan

CHAPTER ONE: Message from the Leadership

EXECUTIVE MAYOR'’S FOREWORD

I take immense pleasure in introducing this Annual
Report for 2022/23 fiscal year. This Annual Report
highlights the achieved milestones and difficulties being

experienced by the municipality for the year under

EXECUT ! review.

Circular No 63 of the Municipal Finance Management Act, Act 56 of 2003 requires that every
municipality and municipal entity must prepare an annual Performance report which form part of
Annual report for each financial year in accordance with section 46 of the Municipal Systems Act, Act
32 of 2000 and section 121 of the MFMA, Act 2003 with an aim to:

1. Provide a record of activities of the municipality or entity during the financial year which report
relates;
2. Provide a report on performance in service delivery and budget implementation for the

financial year

3. Promote accountability to the local community for decision made throughout the year by
municipality or municipal entity; and

4. Reduce the additional reporting requirements that will otherwise ride from the departments,

monitoring agencies and financial institutions.

This report offers a comprehensive view of the district’s activities over the organisation’s financial
year from July 2022 to June 2023. It delves into what has been done in the arenas of financial

management, operations, social and environmental work as well as planning to achieve the
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objectives set out in our IDP and other documents. It highlights our key challenges and explains how

we are addressing them.

It is with the above understanding that I wish to take this opportune time to present to all our
valuable stakeholders the 2022/23 annual report which satisfies all the structural requirement and
format such a report. It will however be unfortunate of me, to fail to appreciate the level of
commitment and support we have received from both Executive and the Legislative Arm of council
during this period. The collaboration, selflessness and passion for our work will remain at the Centre

of my heart for years to come.

And this report will also seek to present an honest perspective about our challenges and
achievements. Challenges which are not unique to Thabo Mofutsanyana District Municipality, and I
am confident that with the existing leadership and collective wisdom of other political parties in
Council and the Administration these challenges are not insurmountable. During this current term of
office, council have made bold pronouncements and commitments aligned to the identified priorities.

Municipal council have put measures in place to improve and strengthen our administrative discourse.

It further gives me pleasure to reflect on the municipality’s performance during the 2022/23 financial
year in which the district obtained unqualified audit opinion after comprehensive assessment by the
Auditor General of South Africa. Our district took a leading role and ensured the approval of the DDM
implementation by this council. Mantsopa local municipality has receive a communication award
under our stewardship sending outstanding waves indicative of collaborative efforts. I cannot forget
the reverberating celebration of the calendar months, be it youth, women, or disability against all
odds with ailing budget. I am also pleased to announce that I have been vindicated in taking stern
financial support to the needy learners through Mayoral Bursary as this stand to augment the

dominance of the Free State department of education on matric results.

This is indeed pleasing to the heart as I further note that it could not have been possible without the
sterling support received from various units and oversight structures. I therefore see it necessary to
equally commend the support and guidance we have been receiving from all section 79 committees
through their oversight activities, the office of the Municipal Public accounts Committee (MPAC), the
internal audit Committee, Risk management committee and from our individual performance review

and Recognition Committee to mention but few.
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To build the TMDM of tomorrow, we need to ensure that we are getting the basics right today. This
includes building safe communities, achieving excellence in service delivery, and mainstreaming basic
service delivery to our constituencies. We are also building integrated communities to promote and
enhance social cohesion and group flourishing. While all of our priorities promote economic inclusion,
we are specifically focused on achieving this goal through a range of programmes aimed at
promoting greater access to, and participation in the economy for a" inhabitants. To achieve all of

our goals sustainably over time, it is crucial that the district attains operational sustainability.

During this fiscal year, the municipality continues to experience several financial challenges which
have compromised the municipality’s ability to perform certain of its deliverables. We have also not
departed from our deliberate efforts to actively intervene on the plight faced by our local
development businesses in the district. Through ring-fencing 30% of total procurement to TMDM
District-based businesses we are certain that this will increase participation of local businesses to the
economy of the district. We continue to give top priority to the Expanded Public Works Programme
(EPWP), Human Capital Development initiatives like Internal and External Bursaries, and a few of our
initiatives that are part of the municipality's efforts to reduce poverty and are designed to provide

employment opportunities for a large number of our communities.

This report also details our progress towards this end, as I thank all the officials who have invested
many hours of hard work in drafting this report and work tirelessly to make TMDM a district of hope
for all. You are what make Team TMDM the greatest civil service in the province, and possibly on the
country. I feel confident that Team TMDM’s skills and dedication will continue to propel us forward
and ensure that the inhabitants of tomorrow are happier, healthier, and more prosperous than those

of today.

; "

U
¢lir. AC. MSTBI

Executive mayor
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Municipal Manager’s Overview

Thabo Mofutsanyana District Municipality (DC19) was established in terms of the Municipal Structures Act
(Act 117 of 1998) and proclaimed in the Provincial Gazette, Notice No 184, on 28 September 2000.

During the May 2011 local government municipality boundaries were altered.

By provincial gazette of May 2011, the District together with Motheo District were de-established. Parts of
Motheo now form part of the Mangaung Metro. Thabo-Mofutsanyana District Municipality was by the same
notice re-established, to now it includes Mantsopa, which was part of Motheo as one of its local

municipalities.

Location

Thabo Mofutsanyana District forms the northeastern part of the Free State Province and is one of
four district municipalities in the Free State. It is bordered by all the other district municipalities of
the province namely, Lejweleputswa District in the west, Fezile Dabi District in the north and Xhariep
District in the south, as well as the Mangaung Metro in the southwest. Other borders are with the

Kingdom of Lesotho in the southeast, Kwa-Zulu Natal Province in the east and Mpumalanga
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Province in the northeast.

Topographically the district is bordered for most of its eastern border by the Maluti and

Drakensberg mountains. Hydrologically the district is located between the Vaal River to the

north, and Orange river to the south, with rivers within the district draining towards these rivers.

Thabo Mofutsanyana consists of six local municipal areas, with Setsoto and Mantsopa forming the

southwestern section, Dihlabeng the south middle section, Nketoana the north middle section,

Maluti a Phofung the southeastern section and Phumelela the northeastern section of the

district. The district includes the former homelands of QwaQwa.

The table below identifies twenty-six urban centres for the Thabo Mofutsanyana District, grouped

per its respective local municipality:

Urban centres located within Thabo Mofutsanyana District Municipality

MANTSOPA | SETSOTO DIHLABENG | NKETOANA MALUTI A PHUMELELA
PHOFUNG
Hobhouse Clocolan Rosendal Lindley Kestel Vrede
Ladybrand Ficksburg Paul Roux Arlington Harrismith Warden
Excelsior Marquard Fouriesburg Petrusteyn Qwa-Qwa Memel
Thaba Senekal Clarens Reitz Tshiame
Patchoa
Bethlehem
Tweespruit

Bethlehem, Ficksburg, Harrismith, Vrede, Memel, Phuthaditjhaba, Senekal, Reitz and Ladybrand

constitute the main economic centres within the district. The above identified urban centres also

serve the surrounding rural areas.

Thabo-Mofutsanyana district municipality enjoys high levels of connectivity to other districts,

provinces within South Africa, as well as to airports and harbours. The N3 that links the Gauteng

Province with the KwaZulu Natal Province, passes Warden and Harrismith in the northeastern part
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of the district.

THABO MOFUTSANYANA DISTRICT MUNICIPALITY POPULATION AND
ENVIRONMENTAL OVERVIEW:

Demographics

Thabo Mofutsanyana District Municipality has a population size of 736238 according to census results
of 2011 and made up of 197018 households with average household size of 3.4 and lastly with

77.3% of formal dwellings.

Census 2011 CS 2016
Local
s cinaliti Total Average Total Average
sl L . Households . ' . Households : .
Population household size Population Households Size
Thabo
736238 217884 34 246171 3.2
Mofutsanyane 779600
Setsoto 112597 33687 33 117632 37388 3.1
Dihlabeng 128704 38593 3.3 140044 46857 3.0
Nketoana 60324 17318 3.5 64893 19664 3.3
Maluti a Phofung 335784 100228 34 353452 110725 3.2
Phumelela 47772 12888 3.7 50054 14586 34
Mantsopa 51056 15170 3.4 53525 16951 3.2

Data source: Statistics South Africa, Census 2011 and Community Survey 2016 (Census 2011 and CS 2016 is aligned with

2011 municipal boundaries)

The above table indicates the total population, number of households as well as the average
household size in Thabo Mofutsanyana District municipality between the years 2011 and 2016. Even
though the total population of Thabo Mofutsanyane DM as well as the number of households has
increased, the average household size has slightly decreased from 3.4 in 2011 to 3.2 in 2016, implies
that the number of people per household has been decreasing. At local level the household size
profile revealed that Mantsopa LM had the highest average household size (3.4) in 2016 and
Dihlabeng LM had the lowest average households (3.0) in 2016.
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Table 1: Distribution of households by main type of dwelling and municipality

Type of main .
) DC19: Thabo | FS191: FS192: FS193: FS194: Maluti | FS195: FS196:
dwelling and Census .
Mofutsanyana | Setsoto Dihlabeng | Nketoana a Phofung Phumelela | Mantsopa
2011 and CS 2016
2011
Formal dwelling | 168378 23646 29599 12735 | 80585 9407 12406
~Traditional dwelling 14858 911 1897 655 9676 1269 450
Informal dwelling | 33258 [ 8954 6904 3879 9159 2136 2226
|
Other 11390 176 192 50 808 77 87
CS 2016 o
Formal dwelling 191252 28564 37542 15823 84978 10157 | 14189
Traditional Dwelling | 12134 373 1214 368 9294 642 244
| Informal dwelling 39019 8211 7445 3412 15058 2707 2187
Other 3765 240 656 61 1395 1081 332

Data source: Statistics South Africa, Census 1996, 2001, 2011 and Community Survey 2016 (Census 2011 and CS 2016 is

aligned with 2011 municipal bounaaries)

The above table presents results on housing at Thabo Mofutsanyana district and its local

municipalities. Maluti a phofung recorded the highest proportion of households residing in formal
dwellings in 2016 followed by Dihlabeng LM (37542) and Setsoto LM (28564) and Phumelela LM

(10 157) had the lowest proportion of households residing in formal dwellings. In informal dwelling,

there was a sign of increase in local municipalities between the 2011 and 2016 except in Nketoane and

Mantsopa LM. The highest number of traditional dwellings were found in Maluti a Phofung (9 294) in

2016 followed by Dihlabeng LM (1 214).
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Thabo Mofutsanyana
Local Municipality Boundaries
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CHAPTER TWO

2.1 Governance

Introduction

All spheres of government must provide effective, transparent, accountable, and coherent
governance for the Republic to secure the well-being of its people and the progressive realization of
their rights to a healthy environment, water, food, housing, sanitation, refuse collection, health care

services, education, and social security.

Evaluating the ongoing effectiveness of public officials or public bodies ensures that they perform to
their full potential, providing value for money in the provision of public services, instilling confidence

in the government and being responsive to the community they are meant to be serving.

2.2  Component A: Governance Structure
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Thabo Mofutsanyana District Municipality identifies that good governance is a key priority in the
district. For good governance Thabo Mofutsanyana District Municipality has highlighted some
deficiencies which have been subsequently addressed by on-going basis in terms of capacity building

programmes.

2.2.2 Introduction of the Political Governance

The Thabo Mofutsanyana District Municipality has an Executive Mayoral system which allows for the
exercise of executive authority through an Executive Mayor in whom the executive leadership of the
Municipality is vested and who is assisted by the Mayoral committee. There is an Audit Committee
that provides opinions and recommendations on financial processes and performance which submits
a report for inclusion in the Annual Report. The Thabo Mofutsanyana district has established a
Municipal Public Accounts Committee, comprised of non-executive councilors. One of the tasks of the
MPAC is to provide Council with comments and recommendations on the Annual Report. The MPAC

report will be published in accordance with MFMA guidance.

2.2.3 Councilors

The Thabo Mofutsanyana District Municipality has 32 Councilors,13 of which are directly employed by
District Municipality and 19 of which are secondly employed from local municipalities within the ambit
of Thabo Mofutsanyana. There are six mayoral committees which are -: Corporate Services; Finance;
Infrastructure; IDP & Performance, Agriculture & Rural Development and Disaster management &

Municipal Health.

2.2.4 Political Decision — Making

All decisions are made by the Council, the Executive Mayor in consultation with the Mayoral
Committee, or senior officials in terms of authority delegated by legislation of authority. Council has
delegated a lot of authority to the Executive Mayor. The Mayoral Committee also makes

recommendations to Council on matters which have not been delegated to it.

As the executive authority of the Council, the Executive Mayor provides political guidance over the
policy, Budget and Financial affairs of the Municipality. The Speaker oversees the legislative arm of
the municipal Council. This means that the Speaker guards the integrity of the legislative process and

plays an important role in the oversight that the council must exercise over the actions of the
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executive. The Speaker is also responsible to ensure that the Municipality fulfils its public participation

responsibilities. All decisions made by council are implemented.

2.2.5 Administrative Governance Structure
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The Municipal Manager is the Accounting Officer of the Municipality as portrayed in the Municipal
Finance Management Act and provides guidance and ensures compliance with all other legislation
applicable to local government, to political structures, political office bearers, officials of the

Municipality and any entity under the sole or shared control of the Municipality.

There are various departments within the institution. The departments are aligned in terms of the
development priorities of the municipality. There are also some functions entrusted to the office of

the Municipal Manager.

Office of the Municipal Manager is the driving force behind the Thabo Mofutsanyana district
municipality’s administration and integrates the different components of the Municipality into its
strategic and Operational plans. Municipal Manager is responsible for these departments namely:
Finance and corporate service, infrastructure Services and Planning Community services, ICT
Agriculture development and Economic Development. The Municipal Manager of the Thabo

Mofutsanyana has direct responsibility for the following areas:
il, Capacity building

2. Intergovernmental relations: and Performance management

2.3 Component B: Intergovernmental Relations |

MSA Section 3 requires that municipalities exercise their executive and legislative authority within the

constitutional system of co-operative governance envisaged in section 41 of the constitution.

Thabo Mofutsanyana recognizes the importance of intergovernmental relations to improve service
delivery to communities. Success in delivering government services to the nation requires an
approach in which the three spheres of government work in partnership in terms of the principles of

co-operative government and intergovernmental relations.

2.3.1 District Intergovernmental Structures

In order to comply with legislative requirements and fulfill its obligations, in terms of co-operative
governance and intergovernmental relations the Thabo Mofutsanyana District Municipality has

established several internal structures and systems.
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An intergovernmental Fora which complies in all respects with the requirements of the
Intergovernmental Relations Framework Act,2005 (Act 13 of 2005).

1. The Thabo Mofutsanyana District Mayor’s forum
A few technical support structures in terms of the Act, for example.

Municipal Managers’ forum

District communicators forum

District water Forum

District Energy Forum

District IDP Managers Forum

District HR Managers Forum

District Batho Pele Coordinators Forum

District LED Managers Forum

L B R AT o

District Mayors Forum
We also envisage to entrench other forums or structures such as:

1. District CFO’s Forum
2. District PMS Managers Forum

2.4 Component C: Public Accountability and Participation

2.4.1 Overview of Public Accountability and Participation

The function of Public Participation resides mainly in the office of the Speaker. However, these
exercises are sometimes carried out by the departments or cross departmental task teams,
depending on the nature of the information to be disseminated. One example is the exercise to

obtain public input on the Annual Reports.

In addition to public meetings, the Thabo Mofutsanyana District has a communications division which

supplies its communities with information concerning all matters relating to the district municipality.
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2.4.2 Office of the Speaker

The legislative and oversight function of Council is vested in the full Council with the Speaker as
Chairperson.

The adoption of by-laws, approval of the annual budget, policies on functions retained by Council and
frameworks within which delegated powers must be exercised, remain the function of the full
Council, except

where specific delegations have been made.

The Speaker is also responsible for the Whippery, Councillor training and capacitation, specific
mentorship programmes (e.g. women's mentorship programme) and Ward Committees, amongst
others.

1.
Section 79: Ethics and Disciplinary Committee

The Section 79-Ethics & Disciplinary Committee was established, to assist the Speaker with the
performance of the delegated functions relating to investigating misconduct of Councillors, enforcing
the

Code of Conduct for Councillors and the Standing Orders of Council.

2,
Section 79: Municipal Public Accounts Committee (MPAC), Petitions Committee and
Public

Place Naming Committee

The Section 79-Municipal Public Accounts Committee (MPAC) was established with specific terms of
reference to assist Council with its oversight function.

The Municipal Public Accounts Committee (MPAC) functions as the Oversight Committee of Council in
respect of the Annual Report and its Oversight Report is submitted and published in accordance with
the MFMA requirements and guidance. MPAC consists of members of the majority and opposition
parties and is chaired by a member of the opposition.

2.4.3 Report of Good Practices

All documents to be made public were placed on the municipal website. Public meetings were
advertised on the website. This includes Council meetings, Budget and IDP meetings, Bid
Adjudication Committee meetings, amongst others. The Bid Adjudication Committee meetings
(in respect of tenders) were open to the public. Council interacted with its stakeholders at
Budget and IDP meetings, the People’s Assembly and many other meetings and gatherings.
These engagements were on-going throughout the year. Most meetings were well attended,
resulting in meaningful engagement.
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2.4.4 Internship Programme

MFMIP INTERNSHIP ANNUAL REPORT 2023

Audit outcome 2022/2023 financial period

Thabo Mofutsanyana District Municipality retained unqualified audit opinion in the 2023.
Most municipalities make use of consultants to prepare GRAP compliant annual financial
statements, these requires millions of rands. Thabo Mofutsanyana District Municipality
prepares annual financial statements in-house and therefore a competent strong finance
team is needed to move municipality to clean audit opinion. Municipality however has
recurring findings in components of asset management, expenditure management and
procurement and contract management. These findings will require the finance team to

have sufficient staff composition in these key areas.

Job creation especially for young graduates

TMDM have recruited interns during the 2022/2023 financial period, part of the
government agenda is to see more job opportunities created for all employable South
Africans, especially the youth to benefit from those opportunities. The MFMIP provides
interns preferably recruited from previously disadvantaged backgrounds with a logical
training sequence founded on the knowledge they acquired from tertiary institutions.
Through workplace interaction with and mentoring by chief finance officers, municipal
managers, other officials within the Budget and Treasury Office and/or advisors where
present, the interns benefit from the expertise and experience of these officials. The two
to three-year programme is expected to end, where appropriate, with the awarding to
each intern with a professional qualification in Municipal Finance Management
Programme to strengthen the chances of permanent retention within the same or

neighbouring municipalities at the onset.

Capacity already built
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Three of interns have achieved minimum level of competency through the in-service
training that has been ongoing. To capacitate people and release them to roam around
township streets with such a wealth of knowledge is not going to assist in achieving the
millennium Development Goals in as far as it seeks to eradicate extreme poverty and
hunger.

Confidence and sense of self-worth

Confidence and a sense of working independently have been instilled in the interns as they
are able to work on their own without being pushed to perform the work. Finance has come
alive ever since their appointment and cannot afford to lose the momentum and their

agility.

Yours sincerely

==

Mr MD Mhlahlo AGA{SA)
Chief Financial Officer

2.4.5 Public Meetings

Thabo Mofutsanyana pursues meaningful public participation and has structured its
activities relevant to the Integrated Development Plan (IDP), Budget and issues
accordingly. It also engages on feedback sessions and not only information gathering.
This enhances transparency and accountability.

In summary, on the overview of public accountability and participation, Thabo
Mofutsanayana embarked extensively on ensuring public participation at ward
committee meetings, IDP and budget public ward meetings, IDP Representative
Forum, the People’s Assembly, and other stakeholder engagements. The oversight
report is also widely publicised. The Municipal Public Accounts Committee (MPAC) is
operational and measures are in place to protect personal information.
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2.4.6 IDP Participation and Alignment

The Integrated Development Plan (IDP) process is a process through which the
municipalities prepare strategic development plans for a five-year period. An IDP is one of
the key instruments for Thabo Mofutsanyana District Municipality to cope with its
developmental role and seeks to arrive at decisions on issues such as municipal budgets,
promotion of local economic development and institutional transformation in a consultative,
systematic and strategic manner.

In order to ensure minimum quality standards of the IDP process and proper coordination
between and within, Thabo Mofutsanyana District municipality prepared IDP process plan
and formulated budget to implement the IDP. The IDP and Budget Process Plan include the

following:
1. A programme specifying the timeframes for the different planning steps;
2. Appropriate mechanisms, processes and procedures for consultation and

participation of local communities, organs of state, traditional authorities and other
role players in the IDP and budget formulation processes; and

2.4.7 Alignment between IDP, Budget and PMS

An organizational performance management system linked to the IDP was prepared. Great
progress has been made with the process of aligning the IDP, Budget and Performance
Management System.
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The IDP, Performance Management Systems (PMS) and Budget are all components of one
overall development planning and management system of the Thabo Mofutsanyana District
Municipality. The Key Performances Indicators (KPI's) were set out to accomplish the
municipality’s aims; The PMS enabled the municipality to check to what extent it is
achieving its aims (Plans). The budget was provided and the resources that the municipality
will use to achieve its plans. As indicated earlier, every attempt is made in this process plan
to align the IDP and PMS formulation and/or review, and the budget preparation process.
The linkages of the three processes are summarized:

2.5 Component D: Corporate Governance

OVERVIEW OF CORPORATE GOVERNANCE

2.5.1 Risk Management

The role of the Risk Management department is to provide the Municipality with
comprehensive support for institutionalizing ERM, coaching management on principles and
practices of ERM, coordinating efforts in determining the municipality’s risk exposures and
in the development of action plans by management for addressing such exposures.

During the financial year 2022/2023, the Municipality had a functional Risk Management
Unit operation with four personnel which includes the Risk Manager, the Risk Officer and
the two risk interns. The municipality had a well functional Risk Management Committee
which held 6 meetings during the year as per the approved schedule. The municipality
maintains the following approved policy documents:

1. Risk Management Committee Charter;

2. Risk Management
Policy;
3. Risk Management
Strategy and Risk
Assessment
Methodology;
4. Risk Management
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Implementation Plan;
5. Fraud Risk Management Plan and Whistle Blowing Policy; and
6. Enterprise-wide Business Continuity Plan

2.5.1.1 The Top 11 Strategic Risks identified:

1. Human Resource Capacity (Potential Inadequacy in Institutional Structure and
Functioning)

Fraud and Corruption

. Change in Political Leadership

. Water Crisis

. Electricity/ Power outages

. Poverty Alleviation

. Inability to create sustainable Jobs

. Public perception

W ® N O U A W N

. Unauthorised, Irregular, fruitless and Wasteful Expenditure
10.  Service Delivery (Social unrest at local municipalities)
11.  Cyber (ICT) security threats

2.5.2 Anti-Corruption and Fraud

The Risk Management Committee plays an oversight role over the function of fraud and
corruption prevention in the Municipality; and reports its findings on fraud risks to the Audit
Committee. The Municipality has an approved Fraud Risk Management Plan in place, and
they are multidisciplinary and cross-functional. The Fraud Risk Management Plan is made
up of the Whistle Blowing Policy.

The Municipality had two cases of fraud reported in the current financial year. Both cases
reported have been resolved as they are still under investigation.
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2.5.3 Information & Communications Technology (ICT) & Web Sites Public
Satisfaction on Municipal Services

The Thabo Mofutsanyana District Municipality’s Information & Communications Technology
(ICT) maintains all the computers, Wide Area Networks and Local Area Networks in the
municipality. The ICT unit supports about 150 users and server infrastructure.

As technology is needed continuously, the ICT unit delivers support to its users
uninterrupted.

The main objectives of the ICT unit are to ensure proper utilization of Council’s ICT
resources as well as providing strategic direction and a technology growth path for the
region. The ICT unit strives to find better, faster, and more economical ways of delivering a
world class ICT service.

The ICT unit’s focus this year was influenced by two strategic objectives, namely working
towards maintaining high systems availability and secondly, to improve municipal ICT
Governance. The key focus area of the ICT unit during the period under review has been

service continuity.

PROJECT PROJECT ACTIVITIES | OUTCOMES
Veeam Backup and Replication | 1. Veeam Cloud Connect | 4. Monthly Veeam Cloud
Enterprise Solution Backup (per VM) Connect Backups
2. Cloud File Storage
(7.2K) Allocated (per
M)
3. Veeam Backup and
Replication
Implementation
Server Room Power recovery 1. Municipality 1. Uninterrupted power
24-hour power backup Infrastructure audit supply, 24 hours a day
2. Align and Customise in the server room,
DR 24-hour power sourced from the
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backup specification.
Installation of the 24-
hour power backup

solution, viz: -

- 17 X LV 550W Solar Panels
- 1 X 11kw round version

- 4 X LV 48100 lithium
batteries

- 6mm PV Black 100 - Cables
- 6mm PV Red 100 — Cables

power backup

infrastructure.

ICT Governance

1.

ICT Policies and
procedures were
reviewed to ensure
that they are aligned
with industry norms
and standards.

Filling of vacant
position in the ICT
Unit, IT Technician and
a Software Developer

were appointed.

Updated ICT Policies
and Procedures.
Proper segregation of
duties

2.5.4 All Municipal Oversight Committees

The Municipal Public Accounts committee is in place and functional and its shared

service for Thabo Mofutsanyana district municipality and local municipality within its

ambit. MPAC provide Council with comments and recommendations on the Annual

Report. The MPAC reports are published in accordance with MFMA guidance.

Thabo Mofutsanyana District Municipality has all legislated council committees in place,

and they convene as per their schedules.
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CHAPTER THREE

3.

3.1

Service Delivery Performance

Component A: Basic Services

Services in The Thabo Mofutsanyana district are primarily rendered by the local

Municipalities. These include water, sanitation, electricity, energy efficiency & road

management system.

3.2

Component B: Civil and Electrical

This department includes the following key performances areas and key performance

indicators:

1. Energy Efficiency Demand Side Management (EEDSM)

2. Rural Road Asset Management System (RRAMS)

3. Expanded Public Work Programme (EPWP)

4, Establishment of District Water Sector & Energy Forums

3.3 Description of the departmental activities

3.3.1 The strategic objectives of the department are to:

1. To ensure energy efficiency and energy saving mechanisms to public infrastructure
and buildings within the District Municipality

2. To ensure the overall planning on roads conditions and assessments and provides
municipalities with infrastructure maintenance plans through GeoRAMS

Bl To ensure that a properly co-ordinated public transport exist in the district.

3.3.2 Energy Efficiency Demand Side Management (EEDSM)

The energy efficiency demand side management grant is a government programme that

was established in 2009/10 as part of the South African National Government’s efforts to

reduce energy consumption. The grant’s purpose was to support municipalities in the
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country in implementing energy efficiency measures in the infrastructure sector e.g. energy
efficient, traffic lights, streetlights, high mast lights and building lights as well as energy
efficiency in water & sewerage infrastructure. The EEDSM programme is fully financed by
the National Treasury through DoRA and managed by the Department of Energy (DoE) with
the strategic support and administrative management by Deutsche Fur International
Zusammernarbeit (GIZ) GnbH.The energy efficiency demand side management comprises
of a number of projects whose main objective is to reduce energy consumption for the
municipalities and ultimately reduce electricity bills significantly.

TMDM District municipality is characterized by lack of measure and verification of electricity
consumption and municipal officials are generally unaware of the impact of lighting on
energy costs.

3.3.3 The overall purpose of the energy assessment was to:

1. Assist the local municipalities to quantify their significant energy users within
their processes.

2. Identify potential opportunities for the reduction and more efficient use of
energy within the plant.
Assist in setting energy targets

4. Assist in identifying opportunities to contribute to the overall national energy
efficiency target.

The focus was on the implementation process of the EEDSM program within the Thabo
Mofutsanyana District Municipality. The pre-installation data shall be compared to the post-
installation data.

3.3.4 Energy Efficiency Project Implementation

Initially, TMDM's overall energy improvement objectives were clearly defined. TMDM has
defined realistic, attainable and timely objectives within its infrastructure. Ultimately, the
TMDM energy policy must be formulated in-line with ISO/DIS 50001:2017. An
organization’s policy is a statement that would define its intentions and principles for a
particular resource, where the ultimate goal is to leverage that specific resource whether
tangible or intangible.
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The current energy baseline status was then assessed and developed a current energy
baseline which aided TMDM to assess their current energy use and provides a level for
comparison with future improvements. A baseline and benchmark for energy usage by
facilities and equipment was then established. Key activities and operations that consume
the most energy or are inefficient were identified. Information from the energy audit was
used to identify the most energy-intensive or inefficient activities and operations in the
facilities. The key projects that were identified include:

3.3.5 Energy Efficiency Project Implementation

3.3.5.1 Methodology

ISO 50006:2014 provides guidance to organizations on how to establish, use and maintain
energy performance indicators (EnPIs) and energy baselines (EnBs) as part of the process
of measuring energy performance. The overarching methodology followed by the service
provider is Deming’s PDCA cycle whereby the project steering committee will oversee the
implementation of the EnMS, following the plan, do, check, act steps.

The service provider has conducted an in-depth review of organisation to map out the
institutional structure and processes related to buildings, infrastructure, and energy. Data
was collected which embrace the following elements.

1. Building and energy consuming infrastructure assets, including services or function
provided by the various facilities/ buildings

2. Utility service provision per all building/ facility types, including utility providers,
billing processes and existing metering systems

3. Data capture procedures, including payment and usage (i.e. Units of measure —
kwh, kva etc.), approval, and processes for identifying errors or anomalies. When
considering a sub-metering strategy, the site will be broken down into the different
end users of energy. This might be by area (for example, floor, zone, building,
tenancy or department), by system (heating, cooling, lighting or industrial process)
or both. |

4. Institutional structures and responsibilities for energy data management and
facilities / building management

5. Existing and planned programmes and projects and corresponding data
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requirements

6. GHG emissions reporting processes

3.3.6 Overview of the Business Plan 2022/23

A total of 576 units were retrofitted at a total cost of R 8 000 000.00 leading to 239 148
kWh/a savings. The payback periods range from 2.8 to 7.1 years.

The proposed energy efficiency measures incorporated energy efficiency awareness which
basically raises energy efficiency awareness throughout the municipality’s area of
jurisdiction. In addition, the project capacitated everyone that is using municipal
infrastructure, capacity is therefore improved by exposing municipality officials on various
courses around energy efficiency concept.

Energy Efficiency Project Implementation Approach

The implementation processes outlined below were followed as a guideline during the
execution of the 2022-23 EEDSM project.

3.3.7 Adopted Implementation Plan

Activity Output
Step 1: i The municipality utilised the services of a
Appointment of service providers Service provider that was appointed

through an open tendering process to
appoint an Energy Services Company
(ESCO) to assist with the planning and
implementation of EEDSM projects

Step 2: il, The appointed ESCO conducted an
Energy Audits energy audit - during which they
identified streetlights and high mast
lights to be retrofitted in various local
municipalities  within  the  Thabo
Mofutsanyana District Municipality

Step 3: 2. Upon conclusion of the energy audit,
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Activity

Output

Business Plans, Workplans and
Detailed baseline Reports

Business Plans, Workplans and Detailed
baseline Reports were developed and
submitted to the Department of Minerals
Resources and Energy for approval

Step 4. 3. Upon approval of Business plans the

Implementation appointed electrical contractor was given
permission to proceed with procurement
of material and commence with
retrofitting of lights

Step 5: 4, Municipal officials were enrolled for

Capacity building and training

formal training with accredited training
institutions on energy efficiency related

courses

Step 6:
Energy Efficiency Awareness Campaign

5. Energy efficiency Awareness campaigns
were conducted within the municipality
and surrounding areas

3.3.8 Targeted Municipal Facilities

Item | Facility Description Area/Location QTY
No.
1 Streetlight Retrofit: 150W HPS to | Phuthaditjhaba - Maluti 190

60W LED

Harrismith- Maluti

2 High Mast Retrofit: 1000W HPS to
400W LED

Reitz — Nketoana 159
Petrus Steyn — Nketoane

Bethlehem - Dihlabeng

3 High Mast Retrofit: 400W HPS to
200W LED

Phuthaditjhaba - Maluti 218
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Item | Facility Description Area/Location QTY
No.
4 Energy Management System: |6. Thabo Mofutsanyana District | 7
Smart Metering and Monitoring on Municipality
Municipal Buildings - Main_Office ) o
) 7. Dihlabeng Local Municipality
Buildings
8. Mantsopa Local Municipality
9, Nketoana Local Municipality
10. Phumelela Local Municipality
11.  Setsoto Local Municipality
12, Wastewater Laboratory
5 Planning _ EEPBIP: Audit on|13. Thabo Mofutsanyana District | 7
Municipal Buildings - Main_Office Municipality
Buildings
14. Dihlabeng Local Municipality
15. Maluti-A-Phofung Local
Municipality
16. Mantsopa Local Municipality
17. Nketoana Local Municipality
18. Phumelela Local Municipality
19. Setsoto Local Municipality
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3.3.9 Project Expenditure

Project name QTY Total cost in ZAR Payback Period

No Description number ZAR Years

1 Streetlight Retrofit: 150W HPS to 190 R 1178 000 71
60W LED

2 High Mast Retrofit: 1000W HPS 110 R 1 820 400 2,8
to 400W LED

3 Eneréy Management System on 7 ) R 900 000 n/a
7 x Municipal Buildings (Head

Offices) (Max 18% of total

Budget)

4  High Mast Retrofit: 400W HPS to 218 R1940200 4,6 |
200W LED (BUDGET
ADJUSTMENT)

5  High Mast Retrofit: 1000W HPS 49 R 803 600 2,8
to 400W LED (BUDGET
ADIUSTMENT)

PP  Planning _ EEPBIP _ Auditon 7 x 1 R 750 000 n/a B
Municipal Buildings (Head

Offices) _ (Max 15% of total
Budget)

PP Planning _ EEDSM _ Audit on R 210 000 n/a
High Masts and streetlights

PM Project Management (méx. 5% 1 R 250 000 n/a
of total budget)

TR Capacity building and training_ 1 R51600 n/a
'EE Energy efficiency awareness 1 ~ R50000 n/a
Sum 576 R 8000000 53
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3.3.10 Capacity Building and Training

‘Item Training Course  Participant Municipality Completion |

No. Type Description  (Full Names) Status

1 “Formal Energy [ MrTE Hlngane Thabo Mofutsanyana | completed
Training | Performance
Certificate

2 Formal Energy Mr S Ntombela Thabo Mofutsanyana | completed

Training i Performance

Certificate
3 Formal Energy Mr MB Mphahlele Thabo Mofutsanyana | completed
Training | Performance
Certificate
4 Formal Certified Mr Sam Masoeu Dihiabeng LM completed
Training | Energy
Manager
5 Formal Certified Mr  Mpho John | Dihlabeng LM completed
Training | Energy Moropoli
Manager
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3.3.11 Energy Efficiency Awareness Campaign

Energy Target Expected Output Completion
Efficiency Audience Status

Awareness Plan

POSTERS: | municipal To raise awareness on Energy | Completed
employees and | Efficiency with the messaging
general public directed at the municipal officials as
to how they can contribute to
energy efficiency.

3.3.12 High Mast retrofit: System mapping

Jobs Created

Through the implementation of the EEDSM the municipality working with the service provider
has been able to employ 4(Four) Electrical Technicians.

EEDSM pictures of High Mast Retrofits in Bohlokong, Reitz & Petrus Steyn

ANNEXURE A

11igh Mast retrofit and energy savings awareness
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3.3.13 Rural Road Asset Management System (RRAMS)

The RRAMS programme has spent amount of R 2 235 880.00 in 2022/23 out of R 2 534 000.00

RISFSA classification in Thabo Mofutsanyana DM in kilometers

Extent of roads network per RISFSA classification(km)

Municipality/Authority | Class 01 | Class 02 | Class03 | Class 04 | Class05 | Class 06 | Totals
Dihlabeng 0 0 3 302.68 | 149.73 106 558.41
Malut-A-Phofung 0 0 3.09 267.35 | 204.61 | 1443.49 | 1918.05
iriantsopa 0 0 6.99 108.66 131.47 76 323.12
Nketoana 0 0 1.33 14.88 117.66 79 319.87
Setsoto 0 0 9.61 162.44 | 305.13 93 570.18
Phumelela 0 0 16.8 105.72 69.97 69 261.49
Total 0 0 37.82 | 1068.73 | 978.57 | 1866 | 3951.12
SANRAL 536.2 0 0 0 0 0 0

FS DPRT 0 2094.9 0 0 0 0 0




3.3.14 Data Collection & Analysis (100%)

Data collection, roads conditions and visual assessment of gravel and earth roads
network per each local municipality.

Bethlehem

Bohlokong 30,23 4.97
Fouriesburg 5.00 0
1 Shaeng 20.00 4.00
Clarens 20.00 0

Kgubetswana

Paul Roux

Fateng 7.00 5.00
tse Ntsho
Rosendal 3.00 1.00

Mautse
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Reitz

Table 2: Nketoana LM Assessments (100%)

Petsana 30.23

3.18

Petrus Steyn (9.1 0
Mamafubedu | 15.03 7.13
Lindley 12.79 151
Ntha 16 21.68
-Arlington 3.78 0

Leratswana

Table 3: Phumelela LM Assessments (100%)

Vrede

Thembalihle

Warden

Ezenzeleni
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Table 4: Setsoto LM Assessments (100%)

Senekal

Matwabeng 33.09 59.46

Marquard 0

Moemaneneg | 22.07 28.83

Clacolan 0 0
'Hiohlolwane | 26.39 29.86

Ficksburg 0 0

Meqheleng 33.09 59.46



[Table 5: Mantsopa LM Assessments (100%)

ThabaPhatchoa | 13.18 9.81

ThabaPhatswa | 34.49 9.83
Excelsior 326 | 1423 1749
Mahlatswetsa | 20.00 6.0
Tweespruit 13.18 9.81
B va 23.85 6.89

Hobhouse 10.22 8.05

Dipelaneng 4.84 35.48

Ladybrand

Manyatseng




Table 6: Maluti-A-Phofung LM Assessments (100%)

Maluti-A-Phofung Local Municipality

Gravel (Km) Earth (Km) Totals Subtotal
Town Actual Actual Assessments | Total Actual

Assessments Assessments
Phuthaditjhaba | 81.8 74.64 156.44
Namahadi 26.8 85.16 111.96
'Makwane 161.11 205.86 266.97
Bolata 96.30 97.31 193.61 1262.96
Monotsha 26,21 184.49 210.07
Tsheseng 26.42 297.49 323.91
“Harrismith 13.02 180.78 [193.80
Tshiame 35.10 103.90 139

332.80

Kestel 1 9.68 9.72 19.40
Total 376.24 '|_12_':J.Eo_z' 1595.76

3.3.15 The EPWP Expenditure for 2022/23 financial year

The EPWP incentive grant from National Department of Public Works was R 5 548 000.00.
nployment generated through the EPWP incentive grant programme was 202 participants for

12 months period and were reported on the EPWP reporting system under Environment &

Greening and Social Sectors and EPWP demographics are mentioned as follows below:
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EPWP Demographics, Performance and Achievements (2022/23)

Adults(M) Adults(F) | Youth(M) | Youth(F) Totals

30 42 30 100 202

Grant Allocation Total Expenditure

R 5 356 000.00 R 5617 000.00(inclusive of

counter funding from the

municipality)

3.3.16 The District Municipality Forums

The District Municipality has established the water sector and energy committees in order to
coordinate those forums and consolidate the information.

3.3.17 The Water Sector Committee

The water sector committee was established with the intention to provide a platform for the
water sector dialogue involving all water sector partners. To provide water sector collaboration
and effective management of water institutions and the water business. To ensure that the
water sector stakeholders play their role in the business in an informed and organized manner.
To ensure integrated planning and the development of the water sector. The District
Municipality council sitting of February 2022 has approved the water summit resolutions and the
action plans were developed to monitor the progress on the water summit resolutions in line
with Department of Water & Sanitation National Water Summit resolutions held on the February
2022 in Midrand and the water sector forum managed to convene four meetings in the previous

year.

3.3.18 Water and Sanitation

The District Municipality has received In-kind support of R5 million in April 2023 from Cogta
to operate and manage Kogosatsana Manapo Mopeli Water Testing Laboratory with the
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staff components of 10 professionals and 1 general worker. The laboratory is at the
development stage whereby . they are currently developing the Laboratory Quality
Management System and Operational Policies for kick starting. Once the laboratory is fully
operational and accredited with ISO 17025, it will assist all Local Municipalities within the district
with testing of both portable and wastewater to improve the drinking water quality and effluent
charged to the natural resources.

3.3.19 The District Energy Forum

The district energy committee was established with the intention to provide an enabling
platform for the energy efficiency and alternative source of energy. The platform was provided
for the energy sector dialogue involving all the energy sector partners and local municipalities.
The District Municipality has managed to hold four meetings in the calendar year.

3.4 Component C: Community Services

Department in partnership with SANTAM procured and distributed disaster response and relief
equipment to local municipalities, as part of the district municipality's mandate of managing

disaster.
Equipment donated amounted to over R1.2 million and the municipality is intending to continue
to partner with other social partners to assist or support local municipalities with capacity

building for firefighting and disaster management functions.

. feamTMDM _Thabo Mofutsanyana District Municipality handed donations of the disaster
response equipment to local municipalities as per its role to support the locals.

The equipment was a benefactor of the relationship TMDM has with Santam.

Santam donated the equipment to the District on behalf of the locals to use in cases of fire and
other disasters.
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Dr Moses Khangale of Santam was present to hand over the donation to the District Mayor.

I'm his statement, the MC for the day and the Director responsible for Community Services, Mr
Selby Lengoabala said Thabo Mofutsanyana will be entering in a Deeds of Donation Agreement,
which will be used for monitoring that all donated assets are insured and properly serviced to
ensure they are not only kept safe and in the assets registers, but that they are in working
conditions all the time.

The Executive Mayor, Clir. Conny Msibi, in her acceptance of the donation from Santam
emphasised the importance of looking after the machines and equipment as all of them are
valuable to ensure that disaster and emergency is responded to by the local municipalities.

e then handed over the equipment to Nketoana Local Municipality Mayor, Clir. Mamiki
Mokoena on behalf of all local Mayors in the District and commended her for always availing
herself to be a servant she had committed to be when identified to lead the community of
Nketoana.
#workingtogether
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Selby M Lengoabala
Director Community Services and LED

3.4.1 (LED) On SMME Support and Development Programme

SMALL BUSINESS DEVELOPMENT

Participants, who took part in the Hygiene and Cleaning learnership program, were trained on
the cooperative’s formation guidelines. During the training period, the department of Local
Economic Development and Tourist made a commitment that the exit strategy of the program
was to establish cooperatives and further assist them to acquire tools of trade through the
SMME & Entrepreneur Support Fund.

So far 5 Cooperatives have been established.

1. 1 Maluti -A-Phofung
2. 1 Dihlabeng Local Municipality
3. 3 Setsoto Local Municipality

OUTREACH PROGRAMS UNDERTAKEN 1IN MALUTI-A-PHOFUNG LOCAL
MUNICIPALITY

Following the visit by the Ministry of Small Business Development, led by Deputy Minister Sdumo
Dhlamini, a resolution was taken that, after crafting and consolidation of issues that came out of
the roadshows, the District Municipality, SEDA, Department of Small Business Development and
Maluti A Phofung Local Municipality should make a follow-up and report back to the Ministry.
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Through the District, department of LED & Tourism, Ward Councilors from the affected wards
were invited to assist with mobilization of SMMEs in order to share business opportunities
available in their respective wards, subsequent, outreach programs were undertaken in the
following wards:

1. Ward 1 Ward 6
2. Ward 4 Ward 22
3. Ward 5

PRESENTATIONS

Presentations were done by the following stakeholders:

District Municipality (LED & Tourism)
SEDA

DSB

DESTEA

FDC

CIDB

WERSETA

Dept of Agriculture

STD BANK

National Lottery

08 N e W A RS

“STABLISHMENT LED FORUMS

The district municipality (Department of LED & Tourism) in partnership with Phumelela Local
Municipality established Local Economic Development Forums.

Purpose:

The purpose of the forums is to facilitate economic development at the local government level in

partnership with key stakeholders. The forum also seeks to create a platform for relevant
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structures in the economic value chain to provide inputs in the development of the
municipality.To explore funding opportunities.

Two LED Forums were established in the following towns:

1. Memel
2. Vrede

ASSISTANCE OS SMMEs THROUGH ENTREPRENEUR SUPPORT FUND

The department of LED & Tourism through its entrepreneur support fund, assisted seven (7)
SMMEs, the intervention was achieved by buying equipment as per the needs of each business.

Beneficiaries

2 MAP Local Municipality

1 Dihlabeng Local Municipality
1 Phumelela Local Municipality
1 Nketoana Local Municipality
1 Mantsopa Local Municipality

U

1 Setsoto Local Municipality

TOURISM
Exhibitions and Shows

The district municipality, Department of LED & Tourism, is mandated to promote and market
district products provincial, national, and international, in order to fulfil this mandate; five district
tourism products were given an opportunity to show case their products at the Africa Tourism
Indaba, which was held at Inkosi Albert Luthuli International Convention Centre. The platform
provides product owners an opportunity to meet industry stakeholders and decision makers face
to face to sell and promote products, experiences, and attractions, and to provide the ideal
platform for African tourism exhibitors to showcase their offerings to international and local

buyers, destination marketing companies and leisure tourism services partners.
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TRAINING

The district municipality in partnership with National Department of Tourism, Free State
Gambling, Liquor & Tourism Authority and Setsoto Local Municipality, held Domestic Tourism
Awareness Program at Uniondale Game Farm.

The program seeks to promote domestic tourism within the district.

The municipality helped to identify 30 tourism role players and ambassadors such as schools,
petrol attendants, stokvels and social clubs, the aim was to introduce them to different
excursions and exploring areas of interest within the district, in this way, school tours can be
done locally, social clubs can have their closing parties or get-together using their own local
facilities.

3.4.2 Agriculture and Rural Development

-.4.2.2 Farmer Support Program

The smallholder farmers applied to the district municipality to be assisted with tools of trade and the
successful ones were provided with tools of trade including the following:

1 1000 Day old chicks 50 molasses meal 40kg
2 150 broiler feeds 40kg 6 Herbicides

3. 40 bales lucerne (rectangular) 100 vegie-packs

4 50 Pig feeds 40kg 1 hammermill
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3.4.3 Training of Smallholder Farmers

Picture: Training of smallholder farmers TMDM

Development of various skills in the agricultural sector is one of our major targets; in this regard the
district municipality rolled-out training programs on the following areas: industrialization,

modernization of agricultural production and other important skills in the field.

The following farmers were trained to create a significant pool of skills in the agriculture industry:

.ainings Partners No of Farmers Municipality/Area
Trained farmers on | TMDM 16 Makwane MaP
Vegetable Production
Training of farmers on | Lionels Vet 20 TMDM
Animal vaccines
Disease control SAPPO 41 TMDM
Training of farmers on | SAMIC 40 TMDM
abattoirs
Training of farmers on | TMDM 19 MaP, Makwane
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poultry

Training of farmers on | Budwise edibles 60 DLM
cannabis

Training of farmers on | SAPPO 20 TMDM
Breeding

TraininQ of farmers on | SAPPO 36 TMDM

Pig Production

3.4.4 Exhibitions / Show

Picture: Nampo Harvest Day, Bothaville

The district municipality allows the farmers to attend various shows/exhibitions to network and
discuss issues with other role players in the agricultural industry; this idea gives the farmers the

chance to personally experience the newest technology and products on offer and gives farmers
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the chance to learn from experts. The shows/exhibition that the municipality assist farmers to
attend are as follows:

1. The municipality paid for 15 graduates studying agriculture and 15 farmers to attend NAMPO
Harvest Day.

2. 16 Farmers of fruits and vegetables had the chance to attend Bloemfontein's Fresh Produce
Market thanks to the Municipal unit of agriculture and rural development. The aim was to provide
farmers with more information about the methods for selling to the fresh produce market, the
fruits and vegetables that are in demand so they can plan their planting accordingly, the
marketing channels, the quality of the product, and the price.

3. The unit of Agriculture and Rural Development afforded 10 farmers with an opportunity to attend
Royal Show, Pietermaritzburg, KZN

4. We are proud to report of a successful career Expo which we hosted in partnership with
Department of Basic Education which brought 1500 leaners, Unisa, CUT, NW University, Vaal
University of Technology, Maluti FET, OVK, SEDA, Morgan Group, Afrivet, and many others, at
Makholokoeng Farmer Production Support Unit, under the Theme: FUND, PLANT, FEED -
SUSTAIN

The unit of agriculture and rural development entered into a memorandum of understanding with the
University of South Africa.

3.4.5 Agri-Park

Picture: Agri-park 3D modelling



3.4.6

Agri-park is a networked innovation system of Agro-production, processing, logistics, marketing,
training and extension services, located in a District Municipality. The Agri-park comprises of three
different but interconnected basic components:

The Farmer Production Support Unit (FPSU) - it's a unit that links farmers with markets. FPSU
does primary collection, some storage, processing for local market and extension services
including mechanisation.

The Agri-Hub — a production, equipment hires, processing, packaging, logistics, innovation and
training unit.

The Rural Urban Market Centre (RUMC)- linking and contracting rural, urban and international
markets based on seasonal trends. Provides market intelligence and information feedback to the
AH and FPSU using latest information and communication technologies.

Picture: Makholokoeng FPSU tools of trade

In Conclusion

The district unit recognizes that the Free State is a farming province and that there are
numerous private and public agricultural organizations and businesses that can help new
and small farmers. In light of this, the district has had discussions and developed positive
relationships with AVCASA, MSD Animal Health, AfriVet, AFASA, LIMA, Talitha, OBP,
NERPO, QPro Feeds, AFGR, VKB, Makholokoeng FPSU, SAPPO, Wesgrow, CCS, MPO,
SAPS, Sernick, Bonsmara SA, Unisa, CUT, Maluti TVET, MUT, DALRRD, Brangus Stud,
OVK, SE
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The group has also kept up the tradition of presiding over the Agriculture and Rural
Development Forum meetings, which are held four times a year to discuss and resolve
various issues facing the region's farming communities. The Forum has meetings with
local agricultural stakeholders.

3.5 Component D: Community and Social Services

The Office of the executive Mayor is tasked with many responsibilities, ensuring that there are
programs that it implements by ensuring Public engagements, Poverty alleviation and other
Transversal issues. Here is the feedback on the programs and other legislative assignments the
office has implemented in the financial year 2022/23.

3.5.1 Imbizos

3.5.1.1 Women Imbizo

The event was planned to get the women across the district to engage on Women
Empowerment opportunities and how the Church can play a role in fighting poverty in the
society.

3.5.1.2 Service delivery Imbizo

One of the responsibilities of the Executive Mayor’s office is to chair and direct the
Political IGR, which is responsible in ensuring the decisions of the Technical IGR, and
those of the provincial government are implemented. The office mobilized for the
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rendering of services found in the district to the community of Fateng in Dihlabeng,

where services were taken to the people.

».5.2 IDP / Budget

The office led the public engagement processes for purposes of gathering input from the
community, sector departments and other interested parties on the planned Budget for

the ensuing financial year.
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3.5.3

3.5.4

Outreach Programs (Transversal Issues)

The office held various campaigns and events that were aimed at including communities
affected by disability and those who needed access to issues pertaining to health
upliftment (especially on HIV /Aids) and also gathered communities, FBOs and the Royal
House representations in programs related to Moral Regeneration.

Trainings for other formerly neglected groups on issues relating to Agriculture
(collaborating with the TMDM Agriculture section), Business development (collaborating
with TMDM LED and other stakeholders), Youth empowerment (through dialogues and
sports & recreation programs) and Social cohesion through partnering with NPOs and
individuals within the social development space.

.
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Political IGR / DAC / Mayors Forum

With the Executive Mayor being the Chairperson of the above committees, the office had
facilitated for holding of successful meetings where all necessary stakeholders that are
meant to form part attended, even though some (particularly Mayors Forum) was held
virtually due to other commitments of the Mayors.
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3.5.5 Poverty Alleviation

The office has budgeted for and assisted the poor identified households in the district
with various kinds of assistance and has also mobilized other resources that it could not
procure due to cost-containment policies or lack of budget availability to help make a
difference in the lives of our people and the school learners, through Back-To-School

campaigns and issuing of Financial support (Bursaries) to needy students.
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3.6
3.6.1

3.7

2.7.1

3.8

Component E: Environmental Protection

Environmental Management

In partnership with DFFE and South African National Biodiversity Institute (SANBI), we
recruited 11 Groen Sebenza Interns to enhance capacity for Environmental Management
section.

We were able resuscitate fully the District Environmental Management Forum with full
participation from stakeholders.

We were able to Extend Environmental Management Programmes by adding Biodiversity
in our strategic goals

Component F: Health

Municipal Health

To boost capacity for Municipal Health, in partnership with FoodBev SETA and CUT we
have appointed 2 Environmental Health Interns with 12 Months contract.

We successfully contained Disease Outbreaks within the District: From Mumps to
Measles.

We were able to train more than 30 Environmental Health WIL Students and received a
Certificate from CUT during Employer Recognition Ceremony held on the 11" of August
2023 for Financial year 2022/23

Component G: Security and Safety

Consultation, communication & Coordination

1.
2.
3.

Consultation with state security agency
Coordination & Communication with security cluster e.g.: sitting in section 4 meetings

Communication with the security personnel \& super visors constantly
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Operation Plan

il Control access to the building

2. Conducting security audits constantly

3. Up skill or training security personnel as we have currently taken security to a firearm
training

4, Drafting & submitting of operational plan during events

Security Measures

1 Pre — screening/ criminal records of newly appointed employees

2 Vetting of employees on sensitive posts

3L Installation of biometrics at the main entrance

4 Installation of Closed-Circuit Television (CCTV) cameras & alarm system
Procedure of removal of assets from the building

3.9 COMPONENT H: Disaster Management

Thabo Mofutsanyana Municipal Emergency Services input to institutional annual
report

Background overview

“yabo Mofutsanyana Municipal Emergency Services is composed of two sections that are Fire

Services and Disaster Management.

Municipal Fire Services derived its powers and function from Schedule 4 Part B of the South
African Constitution which is read with Section 84(1)(j) of the Local Government Municipal
Structures Act. The main purpose of the sector is to pursue one of the objectives of the
Constitution which amongst others to ensure a safe and secure environment. This function is
operating under the act of parliament, Fire Brigade Service Act. The main purpose of the fire
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services is to ensure firefighting services serving the area of the district municipality as a whole,

which includes-

1. planning, co-ordination and regulation of fire services.

2. specialised firefighting services such as mountain, veld and chemical fire services.

3. co-ordination of the standardisation of infrastructure, vehicles, equipment and
procedures.

4, training of fire officers.

Municipal Disaster Management derived its powers and function from the act of parliament,
Disaster Management Act. The main purpose of the disaster management is outlined in Section
44 of the Disaster Management Act which is translated into four KPAs and three enablers

namely:

KPA 1: Integrated institutional capacity for disaster risk management
KPA 2: Disaster risk assessment

KPA 3: Disaster risk reduction

KPA4: Response and recovery

Ebl:1: Information management and communication

Ebl2: Education, training, public awareness and research

=i S ER s Gal i

Ebi3: Funding arrangement for disaster risk management
Emergency services governance

Municipal emergency services has adopted a functional structure consist of two members that is

the Manager Emergency Services and the Disaster Management coordinator.
Emergency services activities

The municipality is funding its emergency services from the transfers received from government.
To augment the services of the sector, MOU was entered into with Santam to be assisted with
fire-and disaster resources such as services and the equipment. The main achievement for the

sector during 2022/23 financial year were:

1. Development and inheriting of the disaster risk assessment for entire district.

2. Establishment and implementation of incident capturing system.
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Incorporation and trained in the utilisation of Greenbook for planning.
Development in inheriting of Climate Change Response Plan

Response to and management of Covid-19 pandemic disaster

Response to and management of floods disaster

Training the municipal official on the disaster risk assessment done 23/11/22

@ N & ;R W

Supporting of the local municipalities with disaster and firefighting equipment
Some evidence of the achievements

Equipment procured to support local municpal emergency services

WAy Dl
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3.10 Component I: Sports and Recreation
3.10.1 The Mayoral Games

The Executive Mayor of Thabo Mofutsanyana District Municipality hosted the Mayoral Games on
the 22nd of April 2023 at Bohlokong Stadium. The main aim was to create social cohesion
amongst youth, promote healthy lifestyle and make awareness on danger the prevailing social
ills.350 youth attended the games and Participating sporting codes were netball and soccer.
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THE South African Municipal Sports and Recreation Association (SAMSRA) NATIONAL
GAMES

Thabo Mofutsanyana District Municipality began participating in SAMSRA since 2012. The aim
was to encourage the municipal employees and councillors to participate in sports as part of the
wellness programme, and to further build social cohesion amongst officials and councillors.
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TMDM particicpated on the 2022 SAMSRA National games which was held in Mpumalanga
(Mbombela) ;whereby particicpated with Netball, pool and soccer .

3.10.2 Sports Development

The Distrcit of Thabo Mofutsanyana has been working with several sporting codes to assist and
develop the teams, including Soft-Ball team that is based in kestell as one of the small town of
Maluti A Phofung Municipality the team has now being registerd under Free State Softball
Federation and participants are able to play at provincila level leagues. also we assisted the
Dominators wheelchair baskeball team that is based in reitz ( Nketoana Local Municipality ) the
team got players from qwaqgwa and Reitz players where able to attend the provincial games
after two years of being upsent due to lack of funding and transportation. In March 2023 Thabo
mofutsanyana District was able to assist the team by transporting three members to the
coaching workshop whereby two of them qulifed.

Baabiry AT 3G
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3.11 COMPONENT J: CORPORATE POLICY OFFICES AND OTHER SERVICES
3.11.1 EXECUTIVE AND COUNCIL

Background

The Office of the Executive Mayor had been allocated a budget to implement its programs as
stipulated in the SDBIP for the financial year under review.

The office did get to initiate more programs beyond the KPIs mandated to it by the SDBIP in
order to supplement on the impact intended to render services to the community of the District.

In all its programs, the Office has attempted to cover all corners of the District in order to
sure services of the municipality are received across the district.

REPORT

The Office has been engaging with various stakeholders and communities through Imbizos led
by the Executive Mayor and MMCs.

The purpose of these Imbizos was to ensure communities are given services where they live,

and the Office, through IGR, took with it government departments that are based in the district,

where in which communities would be serviced on the spot.




Other campaigns included matters of Transversal Issues, which would be segmented into

various categories, from Disability programs- which are meant to address issues of disability.

There are also programs that were designed to address the Gender, Youth and Elderly issues,
through sectoral engagement and dialogues.

T
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The office also improved on its role to facilitate the Political IGR and other structures where
there would be consolidated of budgets, planning, and implementation through Stakeholder
Engagement, DDM and constant meetings with the House of Traditional Leadership.

i




3.12 Component K: Communications

The most important purpose of this report is to provide community and stakeholders with

information on how the Communications Unit has performed and highlighting some of the

achievements.

3.12.1 Communications PLATFORMS /CHANNELS VIA POSTERS
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3.12.2 Communications Branding and Photographic Services

88|Page



3.12.3 Media Engagements with Setsoto FM (Radio Interviews)

cture: Communications manager Thabo Mofutsanyana together with the district communicators held a
radio talk show informing community of Thabo Mofutsanyana district municipality about the functions of

communications within local government.
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3.12.4 Budget Speech 2023/2024

STATE OF:I'HE DISTRICT ADDRESS

You are cordially invitad to the Cound Sitting of the 5th Coundl of
Thabo Mofutsanyana District Munidipality and Tabling of
2023/2024 Budget Vote

Clarens Marti lotze [10:00 AM [ 31" MAY | Smart Formal

Live On Social Medha Platforms

900
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The budget speech was well supported with livestreaming and media houses for marketing and
coverage of the event.

3.12.4 Paul Roux mayoral Imbizo supporting local municipalities

The Executive Mayor of Thabo Mofutsenyana District
Municipatity. CHr. Conny Msibl together with Dihisnbeng
Ltocal Municipality Executive Mayor Clir, Tseki Taekt will be
smbacrking on service delivery IMBIZO ar Pauil Rouax
Futeng Tee Nisho, jorned by various govormment
deparimenis and entities.

PAUL ROUX

FATENG 'l'.- m .Tm
liaeesntbae Rinyor
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The district communicators forum is a communications platform whereby all
communicators from local municipalities within the district come together and plan
together and support each other of issues of service delivery. All government dept
communicators within the district forms part of the forum and plan on the activities that
will be happening within their department and work together with them.

3.12.6 DCF Outreach June 2023 held at Welliminah trust in Setsoto Local Municipality

Support to Local Municipality

"THABO MOFUTSANYANA

PG FOUTREACH

~ Thabo Mofutsanyana District Municipality Communicators Forum together with the
District Executive Mayor, Clir. Conny Msibl accompanied by Setsoto Local Municipality
S au lecutive Mayor, Clir, Seipati Mbiwe, taking services to the people:

29 June 2023
11:00 AM
|Welliminah Trust Farm, Ficksburg)
Setsoto Local Mumcspahty

T 4 Executive Mayor Clir. Selpati Mbiwe

i d?n 3 sn! RN, s@ﬁ\[

THARC MOFUTSANVANA - 0
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3.12.7 In Conclusion

Thabo Mofutsanyana District Municipality communications functions is to make sure that
local government messages reach our communities and to support local municipalities on

communications.
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2022 .- indicator is
achieved
152 | Number of District IDP | 02 District IDP | Four District IDP | Four District IDP Not applicable Not
Managers Fora Held on | Managers Fora | Managers For a Managers Fora held because this applicable
the 30 June 2023 held on the to be held on the 30th June indicator is because
30th June 2023 achieved this
2022 indicator is
achieved

Submitted By:

Signature: ............

Me TPM Lebenya

Municipal Manager

Date: 16 January 2024

Approved By:

Cllr. AC. ._,\_w&_\

Executive Mayor

Date: 19 January 2024
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CHAPTER FOUR

o 4. Organizational Development Performance
4.1 Component A: Introduction to the municipal personnel
Employees
Description 2021/2022 2022/2023
Employees Employees no. Vacancies | Vacancies
No ho. Percentage
Office of Municipal 39 41 3 31.78%
Manager
Community Services & 32 34 2 26.36%
Local Economic
Development
Corporate Services 23 23 2 17.88%
Finance 12 12 1 9.30%
=~litical offices 11 12 5 9.30%
warastructure 4 4 12 3.10%
FMG Inters 4 3 0 2.33%
Total 136 129 25 19.3%
Vacancy rate 2022/2023
Designations Total approved Vacancies No Vacancies %
posts No.
Municipal Manager 1 0 100%
CFO 1 0 100%
Other S57 managers 3 1 75%
(excluding Finance posts)
Senior Management 5 1 80%
levels
Total 5 1 20%
.otal No of approved posts : 154
Total No. of filled Posts : 129
Total No. of vacant Posts : 25
Vacancy Rate % :19.3 %
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4.2 Component B Managing the municipal workforce

4.2.1 Policies

 En
T

| Reviewed | 30 November 2022

2. Braveent pleted

5.Subsistence & | Completed Reviewed 30 March 2023
Travel

3.Budget Completed Reviewed 31 May 2023
_Related Policy

' wnjuries, sickness, and suspensions

No incidents of injury on duty during the year under review.

80 2 0 0 80 N/A

Nature of | Date Details of | Details of | Date finalized

Misconduct | Suspensions | disciplinary | charge

hearing
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LAbscondment No suspension | No hearing | Not yet | Not yet finalised

as yet set concluded

Performance rewards

Comments on Performance Awards

4.3  Component C: Capacitating the Municipal workforce

Introduction to workforce capacity

4.3.1 Skills development and Training

o [ oRSET T T T oA mormeN S T
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1. Secretarial training Course 12
2. CompTIA Server* 1
3. Safety Training: Fire Hazard 10
4, GAPSKILL System Training 3

4.3.1.1 Municipal Finance Management Program: Officials

Full Qualification

N/A

N/A

N/A

¢

4,3.1.2 Skills development and related expenditure and on the financial competency regulations

Minimum
Competency
Level
Regulation
16.

154

'N/A

N/A

N/A

N/A

NA

N/A
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Total Skills Development Expenditure —R 181 984.05

4.4 Component D: Managing the workforce expenditure

Number of employees whose salaries were increased due to their positions being upgraded

1. None

Employees whose salary levels exceed the grade determined by job evaluation

2. None

Employees appointed to posts not approved

3. None

Disclosure of financial interest

4, This information is contained in the financial statement
CHAPTER FIVE
5. Financial Performance

See Financial Statements attached:

139|Page



CHAPTER SIX

6.1  Auditor General Audit Findings

Report of the auditor-general to the Free State Provincial Legislature and council on the Thabo
Mofutsanyana District Municipality
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Report on the audit of the financial statements

Opinion

1.

I have audited the financial statements of the Thabo Mofutsanyana District Municipality set
out on pages ... to ... , which comprise the statement of financial position as at 30 June
2022, the statement of financial performance, statement of changes in net assets, cash
flow statement and statement of comparison of budget and actual amounts for the year
then ended, as well as notes to the financial statements, including a summary of

significant accounting policies.

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

Basis for opinion

il

3.

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

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

I believe that the audit evidence I have obtained is sufficient and appropriate to provide

a basis for my opinion.

141 |Page




4, 1 draw attention to the matters below. My opinion is not modified in respect of these

matters. Material uncertainty relating to claims against the municipality.

Matters of Emphasis

7. With reference to note 23 of the financial statements, the municipality is the defendant in
various claims against it. The municipality is opposing these claims. The ultimate outcome
of these matters could not be determined and no provision for any liabilities that may result

were made in the financial statements.

Material impairment

As disclosed in note 4 to the financial statements, receivables from exchange and
receivable from non-exchange transactions were impaired by R3 526 919 (2021: R3 526
919).

Irregular expenditure

9. As disclosed in note 29 to the financial statements, irregular expenditure of R9 791 475
(2021: R16 920 949) was incurred due to non-compliance with supply chain management
(SCM) requirements. In addition, the full extent of irregular expenditure is still in the
process of being investigated.

Other matters

10. I draw attention to the matters below. My opinion is not modified in respect of these
matters.
Unaudited disclosure notes
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11. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose
particulars of non-compliance with the MFMA in the financial statements. This disclosure
requirement did not form part of the audit of the financial statements and, accordingly, I
do not express an opinion on it.

Responsibilities of the accounting officer for the financial statements

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

misstatement, whether due to fraud or error.

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

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

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

statements.

15. A further description of my responsibilities for the audit of the financial statements is

included in the annexure to this auditor's report.

Report on the audit of the annual performance report
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Introduction and scope

1.

In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in
terms thereof, I have a responsibility to report on the usefulness and reliability of the
reported performance information against predetermined objectives for selected key
performance areas (KPAs) presented in the annual performance report. I 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. I 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.

I evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the perfbrmance management and reporting
framework, as defined in the general notice, for the following selected KPA presented in
the municipality's annual performance report for the year ended 30 June 2022:

‘ Pages in the
KPA
annual
performance

report

KPA 1 - basic service delivery ‘
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19. I performed procedures to determine whether the reported performance information
was properly presented and whether performance was consistent with the approved
performance planning documents. I 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 KPA are as follows:

KPA 1 — basic service delivery
Assisting youth SMMEs with start-up capacity on 30 June 2022

21. The planned target of financial assistance for youth SMMEs on 30 June 2022 for this
indicator was not specific in clearly identifying the nature and required level of
performance and it was also not measurable.

Other matters

22. I draw attention to the matters below.

Achievement of planned targets

23. Refer to the annual performance report on pages ... to ... for information on the
achievement of planned targets for the year. This information should be considered in
the context of the material finding on the usefulness and reliability of the reported

performance information in paragraph 21 of this report.
145|Page



Adjustment of material misstatements

24. 1 identified material misstatements in the annual performance report submitted for
auditing. These material misstatements were in the reported performance information of
KPA 1 — basic service delivery. As management subsequently corrected only some of the
misstatements, Iraised material findings on the usefulness and reliability of the reported
performance information. Those that were not corrected are reported above.

Report on the audit of compliance with legislation

Introduction and scope

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

2. The material findings on compliance with specific matters in key legislation are as follows:

Annual financial statements

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

Expenditure management

1. I was unable to obtain sufficient appropriate audit evidence that money owed by the
municipality had always been paid-within 30 days, as required by section 65(2)(e) of the
MFMA.
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2. Reasonable steps were not taken to prevent irregular expenditure amounting to R9 791
475 as disclosed in note 29 to the financial statements, as required by section 62(1)(d) of
the MFMA. The value of R9 791 475 is not complete as management was still in the
process of quantifying the full extent of the irregular expenditure. The majority of the
disclosed irregular expenditure was caused by non-compliance with SCM regulations.

Consequence management

30. Irregular expenditure incurred by the municipality were not investigated to determine

whether any person was liable for the expenditure, as required by section 32(2)(b) of
the MFMA.

Human resource management

31. Appropriate systems and procedures to monitor, measure and evaluate performance of
staff were not developed and adopted, as required by section 67(1 )(d) of the municipal
systems act 32 of 2000.

Procurement and contract management

32. Some goods and services with a transaction value below R200 000 were procured without
obtaining the required price quotations, in contravention of SCM regulation 17(1)(a) and
(c). Similar non-compliance was also reported in the prior year.

33. Some quotations were accepted from bidders whose tax matters had not been declared
by the South African Revenue Service to be in order, in contravention of SCM regulation
43. Similar non-compliance was also reported in the prior year.

1. 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). Similar non-compliance was also reported in the prior
year.

2. Sufficient appropriate audit evidence could not be obtained that the preference point
system was applied in all procurement of goods and services above R30 000, as
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required by section 2(1)(a) of the preferential procurement policy framework act 5 of
2000.

Sufficient appropriate audit evidence could not be obtained that the performance of
contractors or providers was monitored monthly, as required by section 116(2)(b) of the
MFMA.

Sufficient appropriate audit evidence could not be obtained that contract performance
and monitoring measures were in place to ensure effective contract management, as
required by section 1 16(2)(c)(ii) of the MFMA.

Other information

38.

39.

40.

41.

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

My opinion on the financial statements and findings on the reported performance
information and compliance with legislation do not cover the other information and do not

express an audit opinion or any form of assurance conclusion on it.

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

I did not receive the other information prior to the date of this auditor's report. When I do
receive and read this information and if I conclude that there is a material misstatement
therein, I am required to communicate the matter to those charged with governance and
request that the other information be corrected. If the other information is not corrected, 1
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may have to retract this auditor's report and re-issue an amended report as appropriate.
However, if it is corrected this will not be necessary.

Internal control deficiencies

1. I considered internal control relevant to my audit of the financial statements, reported
performance information and compliance with applicable legislation; however, my
objective was not to express any form of assurance on it. The matters reported below are
limited to the significant internal contro!l deficiencies that resulted in the findings on the
annual performance report and the findings on compliance with legislation included in this
report.

. Leadership and management did not implement preventative controls to ensure that they
effectively oversee compliance with legislation, as instances of non-compliance with
applicable legislation reported in the previous year were also identified in the current year.
This was due to lack of consequence management being implemented.

3. The municipality did not have a proper records management system in place to maintain
information that supported the reported performance information and the financial
statements, resulting in significant delays in the audit of performance information and
financial statements.

{ |
{‘}‘ % A’l f 27 {3«5 L~ A | 7

Bloemfontein

30 November 2022

SOUTHAFRICA
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Auditing to build public confidence

Annexure — Auditor-general’s responsibility for the audit

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

Financial statements

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

1. 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.

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

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

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

4. conclude on the appropriateness of the accounting officer use of the going concern basis
of accounting in the preparation of the financial statements. I 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 Thabo Mofutsanyana
District Municipality to continue as a going concern. If I conclude that a material
uncertainty exists, I am required to draw attention in my auditor's report to the related
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disclosures in the financial statements about the material uncertainty or, if such
disclosures are inadequate, to modify my opinion on the financial statements, my
conclusions are based on the information available to me at the date of this auditor's
report. However, future events or conditions may cause a municipality to cease
operating as a going concern.

5. 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

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

2. I also provide the accounting officer with a statement that I have complied with relevant
ethical requirements regarding independence and communicate all relationships and
other matters that may reasonably be thought to bear on my independence and, where
applicable, actions taken to eliminate threats or safeguards applied.
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6.3  Audit Report 2022/2023

Report of the auditor-general to the Free State Provincial Legislature and the Council on the
Thabo Mofutsanyana District Municipality

[Report on the audit of the financial statements

Opinion

1. I have audited the financial statements of the Thabo Mofutsanyana District Municipality
set out on pages xx to xx, which comprise the statement of financial position as at 30
June 2023, statement of financial performance, statement of changes in net assets, cash
flow statement and statement of comparison of budget and actual amounts for the year
then ended, as well as notes to the financial statements, including a summary of
significant accounting policies.

2. In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Thabo Mofutsanyana District Municipality as at 30 June 2023, and
its financial performance and cash flows for the year then ended in accordance with the
South African Standards of Generally Recognised Accounting Practice (GRAP) and the
requirements of the Municipal Finance Management Act 56 of 2003 (MFMA) and the
Division of Revenue Act 5 of 2022 (Dora).

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

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

code.

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide

a basis for my opinion.

Emphasis of matters

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

Irregular expenditure

7. As disclosed in note 29 to the financial statements, irregular expenditure of R16 090 700
(2022: R9 791 475) was incurred, due to non-compliance with supply chain management
(SCM) requirements. In addition, the full extent of irregular expenditure is still in the
process of being determined.

Unauthorised expenditure

8. As disclosed in note 28 to the financial statements unauthorised expenditure of RI 497
133 was incurred, due to overspending of the budget.

Restatement of corresponding figures

9. As disclosed in note 38 to the financial statements, the corresponding figures for 30 June
2022 were restated as a result of errors in the financial statements of the municipality,

and for the year ended, 30 June 2023.
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Material uncertainty relating to claims against the municipality

10.  With reference to note 23 to the financial statements, the municipality is the defendant in
various claims against the municipality. The municipality is opposing these claims. The
ultimate outcome of these matters could not be determined and no provision for any
liabilities that may result were made in the financial statements.

Material impairment

11.  As disclosed in note 4 and 5 to the financial statements, receivables from exchange
transactions and receivables from non-exchange transactions were impaired by R3
169 146 (2022: R3 526 919).

Other matter

12. Idraw attention to the matter below. My opinion is not modified in respect of this
matter.

Unaudited disclosure notes

13.  In terms of section 125(2) (e) of the MFMA, the particulars of non-compliance with the
MFMA should be disclosed in the financial statements. This disclosure requirement did
not form part of the audit of the financial statements and, accordingly, I do not express
an opinion on it.

Responsibilities of the accounting officer for the financial statements

14. The accounting officer is responsible for the preparation and fair presentation of the
financial statements in accordance with the Standards of GRAP and the requirements of
the MFMA and Dora, and for such internal control as the accounting officer determines is
necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.
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15.

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

Responsibilities of the auditor-general for the audit of the financial statements

16.

17.

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

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

Report on the annual performance report

18.

19.

In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued
in terms thereof, I must audit and report on the usefulness and reliability of the reported
performance against predetermined objectives for the selected material performance
indicators presented in the annual performance report. The accounting officer is
responsible for the preparation of the annual performance report.

I selected the following material performance indicators related to basic service delivery
presented in the annual performance report for the year ended 30 June 2023. I selected
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20.

21.

those indicators that measure the municipality's performance on its primary mandated

functions and that is of significant national, community or public interest.

100% Development of rural road asset management system - the extend & conditions of
the road network & RRAMS system implementation on the 30 June 2023

100% Retrofitting of high mast & streetlights with LED tubes on the 30 June 2023
Number of monthly reports indicating food selling outlets inspected in the district on the
30th June 2023

Number of monthly reports indicating food samples taken in the district on the 30th of
June 2023

Number of monthly reports indicating water samples taken in the district on the 30th
June 2023

Number of environmental reports on waste management activities performed in the
district on the 30 June 2023

Procurement of tools of trade for eight youth SMMEs on the 30th June 2023

Number of community outreach programs conducted on the 30th June 2023

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

objectives.
I performed procedures to test whether:

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

the indicators are well defined to ensure that they are easy to understand and can be
applied consistently, as well as verifiable so that I can confirm the methods and

processes to be used for measuring achievements
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22,

23.

24,

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

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

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

there is adequate supporting evidence for the achievements reported and for the
measures taken to improve performance.

I performed the procedures to report material findings only; and not to express an

assurance opinion or conclusion.

I did not identify any material findings on the reported performance information for the
selected indicators below:

100% Retrofitting of high mast & street lights with LED tubes on the 30 June 2023
Number of monthly reports indicating food selling outlets inspected in the district on the
30th June 2023

Number of monthly reports indicating food samples taken in the district on the 30th June
2023

Number of monthly reports indicating water samples taken in the district on the 30th
June 2023

Number of environmental reports on waste management activities performed in the
district on the 30 June 2023

Procurement of tools of trade for eight youth SMMEs on the 30th June 2023

Number of community outreach programs conducted on the 30th June 2023

The material findings on the reported performance information for the selected material
indicator are as follows:
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100% Development of rural road asset management system - the extend & conditions of the
road network & RRAMS system implementation on the 30 June 2023

25.

26.

27.

An achievement of 100% visual assessments of pavement management & conditions
was reported against a target of 100% visual assessments of pavement management &
conditions. I could not determine if the reported achievement was correct, as adequate
supporting evidence was not provided for auditing. Consequently, the achievement
might be more or less than reported and was not reliable for determining if the target
had been achieved.

In addition, an achievement of 100% visual assessments of pavement management &
conditions was reported in the annual performance report. However, the indicator and
target in the approved service delivery and budget implementation plan and integrated
development plan was 100% development of rural road asset management system - the
extend & conditions of the road network & RRAMS system implementation on the 30th
June 2023.

Furthermore, there was no link between the indicator of 100% development of rural
road asset management system - the extend & conditions of the road network & RRAMS
system implementation on the 30th June 2023 and the planned target of 100% visual

assessments of pavement management & conditions.

Other matter

B.

I draw attention to the matter below.

Achievement of planned targets

29.

The annual performance report includes information on reported achievements against
planned targets and provides measures taken to improve performance. This information
should be considered in the context of the material findings on the reported performance
information.
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Report on compliance with legislation

30.

31.

27,

33.

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

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

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

selected legislative requirements are included in the annexure to this auditor's report.

The material findings on compliance with the selected legislative requirements,
presented per compliance theme, are as follows:

Annual financial statements

34.

35.

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

financial statements receiving an unqualified audit opinion.

The council failed to adopt an oversight report containing the council's comments on the
2021-22 annual report, as required by section 129(1) of the MFMA.
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Procurement and Contract Management

36.

37.

39.

40.

41.

Sufficient appropriate audit evidence could not be obtained that all contracts were
awarded in accordance with the legislative requirements as the municipality did not
implement proper record keeping in a timely manner to ensure that complete, relevant
and accurate information is accessible and available to support expenditure incurred in
relation to awarded contracts.

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). Similar non-compliance was also reported in the prior year.

Sufficient appropriate audit evidence could not be obtained that contracts were awarded
only to bidders who submitted a declaration on whether they were employed by the
state or connected to any person employed by the state, as required by SCM Regulation
13(c). Similar noncompliance was also reported in the prior year.

Sufficient appropriate audit evidence could not be obtained that contracts were awarded
to bidders based on points given for legislative requirement that were stipulated in the
original invitation for bidding, as required by SCM regulations 21 (b) and 28(1)(a(i) and

preferential procurement regulations.

Sufficient appropriate audit evidence could not be obtained that contracts were awarded
through a competitive bidding process that were adjudicated by the bid adjudication
committee as required by SCM Regulations 29(1 and (b) and preferential procurement

regulations.

Sufficient appropriate audit evidence could not be obtained that the accounting officer
ratified the decision of bid adjudication committee of awarding contracts to bidders other
than those recommended by the bid evaluation committee as required by SCM
Regulation 29(5)(b).
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42.

43.

44,

45.

46.

47.

48.

49.

Sufficient appropriate audit evidence could not be obtained that councillors of the
municipality did not participate in committees evaluating or approving tenders as
required by section 117 of the MFMA.

Contracts were awarded to providers whose tax matters had not been declared by the
South African Revenue Service to be in order, in contravention of SCM Regulation 43.

Sufficient appropriate audit evidence could not be obtained that the preference point
system was applied in all procurement of goods and services as required by section 2(1)
(a) of the preferential procurement policy framework act 5 of 2020 (PPPFA). Similar non-
compliance was also reported in the prior year.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations
were awarded to suppliers based on preference points that were allocated and
calculated in accordance with the requirements of section 2(1)(a) of the PPPFA and its
regulations.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations
were awarded to bidders that scored the highest points in the evaluation process as
required by section 2(1)(f) of the PPPFA and 2017 preferential procurement regulations
1 1 and/or 2022 preferential procurement regulation 4(4) and 5(4).

Tenders which failed to achieve the minimum qualifying score for functionality legislative
requirement were not disqualified as unacceptable tender in accordance with 2017

preferential procurement regulation 5(6).

Sufficient appropriate audit evidence could not be obtained that contracts were extended
or modified with the approval of a properly delegated official as required by SCM
Regulation 5.

Sufficient appropriate audit evidence could not be obtained that the performance of
contractors or providers was monitored on a monthly basis as required by section
116(2)(b) of the MFMA. Similar limitation was also reported in the prior year.
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50.

Sufficient appropriate audit evidence could not be obtained that contract performance
and monitoring measures were in place to ensure effective contract management as
required by section 116(2XcXii) of the MFMA. Similar limitation was also reported in the
prior year.

Expenditure management

51.

52.

Money owed by the municipality was not always paid within 30 days, as required by
section 652)eof the MFMA.

Reasonable steps were not taken to prevent irregular expenditure, as required by
section 62(1) (d) of the MFMA. The value of R 16 090 700 as disclosed in note 29, is
not complete as management was still in the process of quantifying the full extent of
the irregular expenditure. The majority of the disclosed irregular expenditure was
caused by non-compliance with SCM regulations.

Utilisation of conditional grants

53.

Performance in respect of programmes funded by the expanded public works
programme integrated grant was not evaluated within two months after the end of
the financial year, as required by section 12(5) of the Dora.

Consequence management

54.

55.

Some of the 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.

Some of the fruitless and wasteful expenditure incurred by the municipality was not
investigated to determine if any person is liable for the expenditure, as required by
section 32(2Xbof the MFMA.
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Strategic planning and performance management

56.

The service delivery and budget implementation plan for the year under review did not
include monthly revenue projections by source of collection and the monthly operational
and capital expenditure by vote as required by section 1 of the MFMA.

Asset management

57.

Capital assets were transferred/disposed of without the municipal council having a
meeting open to the public as required by section 14(2)(a) of the MFMA.

Human resource management

58.

59.

The employment contract of the municipal manager exceeded a fixed period of five
years and one year after the next municipal election term commences, as required by
section 57(6)(a) of the Municipal Systems Act 32 of 2000 (MSA) and municipal
performance regulations for municipal managers and managers directly accountable to
municipal managers 2(3)(a).

Appropriate systems and procedures to monitor, measure and evaluate performance of
staff were not developed and adopted, as required by section 67(1)(d) of the MSA.

Other information in the annual report

60.

61.

The accounting officer is responsible for the other information included in the annual
report The other information referred to does not include the financial statements, the
auditor's report and those selected material indicators presented in the annual
performance report that have been specifically reported on in this auditor's report.

My opinion on the financial statements, the report on the audit of the annual
performance report and the report on compliance with legislation do not cover the other
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62.

63.

information included in the annual report and I do not express an audit opinion or any

form of assurance conclusion on it.

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

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

Internal control deficiencies

64.

65.

66.

67.

I considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with applicable legislation; however, my objective

was not to express any form of assurance on it.

The matters reported below are limited to the significant internal control deficiencies
that resulted in the material findings on the annual performance report and the material
findings on compliance with legislation included in this report.

Leadership did not implement effective human resource management to ensure that
adequate and sufficiently skilled resources are in place and that performance is
monitored, as a result repetitive material findings were identified without sufficient

consequences.

Leadership did not adequately monitor the implementation of action plans to address
matters raised in the prior year, resulting recurring compliance issues being raised in the

current financial year.
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68. Management did not adequately implement proper record keeping in a timely manner to
ensure that complete, relevant and accurate information is accessible and available to
support performance reporting, resulting in material findings on one of the selected
material indicators.

69. Management did not implement adequate controls over daily and monthly processing
and reconciling of transactions, resulting material findings being identified on the annual
financial statements as well as the annual performance report. Furthermore, a thorough
review of the financial statements was not performed before they were submitted,
resulting in a number of material misstatements that had to be corrected.

70.  Management did not review and monitor compliance with applicable legislation, resulting
in material compliance matters being reported on various compliance subject matters.

/"‘u(j.{”m »C“G’*"W"i/
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SOUTHAFRICA

Auditing to build public confidence

6.3.1 Annexure to the auditor's report
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1. The annexure includes the following:

* The auditor-general's responsibility for the audit

e The selected legislative requirements for compliance testing

Auditor-general's responsibility for the audit

Professional judgement and professional scepticism

2. As part of an audit in accordance with the ISAs, I exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements and
the procedures performed on reported performance information for selected material
performance indicators and on the municipality's compliance with selected requirements

in key legislation.

Financial statements

3. In addition to my responsibility for the audit of the financial statements as described in this
auditor's report, I also:

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

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

e evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made

e conclude on the appropriateness of the use of the going concern basis of accounting in
the preparation of the financial statements. I also conclude, based on the audit evidence

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

evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and determine whether the financial statements represent the

underlying transactions and events in a manner that achieves fair presentation.

Communication with those charged with governance

4.

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

I also provide the accounting officer with a statement that I have complied with relevant
ethical requirements regarding independence and communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence and, where applicable, actions taken to eliminate threats or safeguards
applied.

ompliance with legislation — selected legislative requirements
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6. The selected legislative requirements are as follows:

rLomstalion | Sections or regulations
Municipal Finance Management Act | Section 1 - Paragraph (a), (b) & (d) of the definition: irregular expenditure
56 of 2003 | Section
1- 11(1), 13(2), 14(1), 14(2)a), 14(2)(b). 15, 24(2)(c)(iv), 29(1),

| Definiti  20{2)b), 32(2), 32(2)(a), 32(2)a)(i). 32(2KaXil). 32(2)(b), 32(B)(a},
on: 32(7). S3{1)(cXii), 54(1)c), 62(1)d), 62(1XN)N), B2(1)(fXii),

service  32(1X0)i), 63(1)a), 63(2)(e). 63(2)c), 64(2)(b), 64(2)(c). G4(2)(e),
deliver YH2XMN, 64(2)(g). 65(2)a), 65(2)(b), 65(2)(e), 72(1)Xa)ii), 112(1)j).
vand  116(2Kb). 116(2)(cXii), 197, 122(1), 122(2), 126{1)(a), 126{1)b),
budget 127(2). 127(5Ka)(i), 127(s)a)ii), 129(1), 129(3), 133(1)a),

imple  133(1Xe)1), 133(1Xc)). 170, 174¢4Xa). 171(4)(b)

mentation plan Sections 11(1 13(2), 14(1),

Sections

Sections 32(7), 53(1
Sections 62(1

Sections

Sections

Sections 127(2),

Sections 1_33(_1 B -
MFMA: Municipal Budget and Regulation 71(1), 71 (2), 72
Reporting Regulations, 2009

' MFMA: Municipal Investment Regulations 3(3), 6, 7, 12(2), 12(3)
Regulations, 2005

MFMA: Municipal Regulations ' Regulations 5(4), 6(8)(a), 6(8)(b), 10(1)
on Financial Misconduct
Procedures and Criminal
Proceedings, 2014
' MFMA: Municipal Supply Chain  Regulations 5, 12(1 12(3), 13(b), 13(c), 16(a), 17(1  17(1
| Management Regulations, 2017 Regulations 17(1  19(a), 21 (b}, 22(1 22(2),
| Regulations 28(1 )(a)(i), 28(1 )(a){(ii), 29(1 )(a) and (b), 29(5)(a)(ii),
‘ 29(5)(b)(ii),
|
|

Regulations 32, 36(1 36(1 38(1  38(1XdXii), 38(1)e) 38(1
|  Regulations38(1  38(1 43,44, 40(2Xe).46(2XN
MSA: Disciplinary Regulations for | Regulations 5(2), 5(3), 5(6), 8(4)
Senior Managers, 2011
' Annual Division of Revenue Act Sections 11 12(5), 1_6(1); 16(3)

Construction Industry Development | Section _18(1)
Board Act 38 of 2000

' Construction Industry Development Regulations 17, 25(7A)
Board Regulations, 2004

| Municipal Property Rates Act 6 of Section 3(1)
2004

| Preferential Procurement Policy ' Sections 2(1)a), 2(1)(f)
Framework Act 5 of 2000
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"Preferential Procurement Regulations 4(1), 4(2), 5(1), 5(3), 5(6), 5(7),  6(2), 6(3), 6(6), 6(8), 7(1), |

| Regulations, 2017 Regulations 7(2), 7(3), 7(6}, 7(8), 8(2), 8(5), 9(1), 10(1), 10{2),11(1),11
(2)
Preferential Procurement Regulations 4(1), 4(2), 4(3), 4(4), 5(1), 5(2), 5(3), 5(4)
Regulations, 2022 |
Prevention and Combating of Section 34(1)

Corrupt Activities Act 12 of 2004

Municipal Systems Act 32 of 2000 | Sections 25(1), 26(a), 26(c), 26(h), 260), 27(1  Xb)ii), 20(2)a).

29(1 i(b), 4101 Xc)ii),
Sections 34(a), 34(b), 38(a), 41 (1 41 (1 Xe). 68(1)E),
Sections 43(2), 56(a), 57(4B), 66(1
_ Sections 67(1 74(1), 93J(1 96(b)
' MSA: Municipal Planning and Regulations 3(3), 7(1), 8, 10(a),
Performance Management Regulations 12(1), 15(1 15(1)(a)(ii)
_ Regulations, 2001 ]
Legislation Sections or regulations
" MSA: Municipal Performance Regulations 2(3Xa}, 4(4)(b). 8(1), 8(2), 8(3) )
Regulations for Municipal
Managers and Managers directly
| Accountable to Municipal
Managers, 2006
MSA: Regulations on Regulations 17(2), 36(1 }(a) )

Appointment and Conditions of
Employment of Senior
Managers, 2014
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Appendix B

Committee and Committee Purpose

Municipal committees

Purpose of committee

Municipal Public Accounts Committee

Oversight over executive role

Audit committee

Oversight of financial reporting and disclosure, review of
the work of internal audit, the risk management system
and Performance management system

District Aids Council

Programmes and policies that pertain to combating the
scourge of HIV and AIDS

<ocal labor forum

Consultation between the employer and employee
bodies on all labor relations and HR issues

Budget steering committee

Assists the Executive Mayor to perform her responsibility
in terms of section 53 of MFMA regarding budget
processes and related matters




Appendix C
Third Tier Administrative structure

Third Tier Administrative | Third Tier Administrative structure
structure

Appendix D




Functions of Municipality/Entity

Functions of Municipality/Entity

Municipal Functions

Function applicable to the
Municipality (Yes /No)

Function applicable to the entity (Yes
/No)

Municipal Health service Yes N/A
Air quality Yes N/A
Disaster Management Yes N/A
Municipal Planning Yes N/A
Local tourism Yes N/A

Appendix E

Ward Reporting

Not applicable

Appendix F

Ward Information

Not applicable

Appendix G

Recommendations of the Municipal Audit Committee
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| Mr G A Ntsala:

Chairperson of
the
Committee

Ms. M V Ntipe:

Ordinary
member of
the Committee

Mr T S Morare:

Ordinary
member of
the Committee
(Contract
ended 31
March 2023)

Ms. M R Khetha:

Ordinary
member of
the Committee
(Contract
ended 31 May
2023)




Mr J W Nhlapo: Manager Internal Audit Secretariat of the Committee
(Thabo Mofutsanyana District
Municipality

Ms. T P M Lebenya Accounting Officer (Contract ended 30
November 2022)

Mr. S M Lengoabala Accounting Officer (Acting from 01
December 2022 to January 2023)

Ms. T P M Lebenya Accounting Officer (Reappointed from
01 February 2023)

Ms. N L Ggoli Chief Financial Officer (Contract ended
31 January 2023)
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FOREWORD BY THE CHAIRPERSON

We are pleased to submit our 2022/2023 Annual Report to the Council of
Thabo Mofutsanyana District Municipality covering the period 01 July 2022 to
30 June 2023. This report gives an account of work performed by the
Committee during the period under review.

During this period, the Committee held its meetings as follows to discuss
matters relating to the Municipality’s Risk Management, Internal controls,
governance, financial reports, internal audit and Performance Information in
compliance with MFMA Section 166(2) and regulation 14(4) of the Local
Government: Municipal Planning and Performance Management Regulations,
2001.

Meeting Number |[Type of Meeting Date meeting held
01/2022-2023 Ordinary Meeting 14 July 2022
02/2022-2023 Special Meeting 30 August 2022
03/2022-2023 Special Meeting 20 September 2022
04/2022-2023 Ordinary Meeting 14 November 2022
05/2022-2023 Special Meeting 28 November 2022
06/2022-2023 Ordinary Meeting 10 February 2023
07/2022-2023 Special Meeting 27 January 2023
08/2022-2023 Special Meeting 23 May 2023
09/2022-2023 Ordinary Meeting 29 May 2023

The Committee also reports that it has adopted the Audit Committee Charter
as its formal Terms of Reference, and internal audit standards and has
regulated its affairs per this Charter and relevant standards.

The Committee wants to assure Council of its commitment to carry out its
responsibilities diligently without fear, favor or any biasness to advance the
objectives of the municipality of bringing municipal services to the
communities of the District.

MR. G A NTSALA
CHAIRPERSON: AUDIT AND PERFORMANCE COMMITTEE



BACKGROUND

The Council of Thabo Mofutsanyana district municipality appointed
members of Audit and Performance Committee for a term of three years
and members have signed performance contracts with the municipality.

The objectives of the Committee, amongst others, is to provide:

(@) advise the municipal council, the political office-bearers, the accounting
officer and the management staff of the municipality, or the board of
directors, the accounting officer and the management staff of the
municipal entity, on matters relating to:

(i) internal financial control and internal audits;

(ii) risk management;

(iii) accounting policies;

(iv) the adequacy, reliability and accuracy of financial reporting and

information;

(v) performance management;

(vi) effective governance;

(vii) compliance with this Act, the annual Division of Revenue Act
and any other applicable legislation;

(viii) performance evaluation; and

(ix) any other issues referred to it by the municipality or municipal
entity;

(b) review the annual financial statements to provide the council of the

(c)

municipality or, in the case of a municipal entity, the council of the
parent municipality and the board of directors of the entity, with an
authoritative and credible view of the financial position of the
municipality or municipal entity, its efficiency and effectiveness and its
overall level of compliance with this Act, the annual Division of
Revenue Act and any other applicable legislation, and respond to the
council on any issues raised by the Auditor-General in the audit report;

carry out such investigations into the financial affairs of the
municipality or municipal entity as the council of the municipality, or in
the case of a municipal entity, the council of the parent municipality or
the board of directors of the entity, may request; and

(d) perform such other functions as may be prescribed.



MEETINGS HELD AND ATTENDANCE BY MEMBERS DURING THE FINANCIAL

YEAR 2022/2023
Name Capacity Number of Apologies

meetings
attended

Mr G A Ntsala Chairperson 09 0

Ms M R Khetha Member 09 0

Mr T S Morare Member 07 1

Ms M V Ntipe Member 08 1

2.AUDIT AND PERFORMANCE COMMITTEE RESPONSIBILITIES

The Committee was appointed to assist in improving management
reporting by overseeing internal and external audit functions, internal
controls, and the financial reporting processes, performance information,
compliance with accounting policies, legal requirements, internal controls
and other policies within the Municipality.

The Committee reports that it has complied with its responsibilities arising
from Section 166 of the Municipal Finance Management Act (“the Act”).
The Committee consists of non-executive members including the
chairperson and it has also adopted formal terms of reference as its audit
committee charter. The Committee has regulated its affairs in compliance
with the Charter and has discharged its responsibilities as contained
therein.

The Committee also reports that during the financial year under review it
has reviewed and adopted appropriately the following documents for
effective functioning of both the Committee and the Internal Audit Unit:

e Schedule of Audit and Performance Committee meetings for
2022/2023

¢ The Audit and Performance Committee Charter 2022/2023,
(recommended for approval by Council)

e The Internal Audit Charter 2022/2023,

e Internal Audit Methodology 2022/2023

e Internal Audit annual strategic plan which includes, three- year
coverage plan for 2022-2025 and annual coverage internal audit
plan for 2022/2023

e Quality Assurance and Implementation plan 2022/2023



3.1

3.2

3.3

The Committee further reports that, it has provided inputs to the
following risk management documents which were recommended
for approval and adoption by the Council;

e Overall strategic and operational risk-register for 2022/2023
e Quarterly Risk Management reports for 2022/2023
e Risk Management Policies and plans for 2022/2023

THE ADEQUACY AND EFFECTIVENESS OF INTERNAL CONTROL,
RISK MANAGEMENT AND GOVERNANCE

The Internal Audit Unit reported several instances of non-compliance
with prescribed policies and procedures for the period under review,
which resulted in a breakdown in the functioning of internal controls.
Hence, the systems of internal controls were not entirely effective for

the year under review.

The Internal Audit Unit presented its reports during the above-
mentioned sittings of the Committee, the reports of which included
recommendations and management comments, which highlighted the

shortcomings as outlined in the above paragraph.

Governance

Significant Governance structures and processes are in place and
functioning as intended. The structures referred to include the Council, the
Audit and Performance Committee, the Executive Management, MAYCO,
MPAC, Risk Management Committee, Internal Audit and risk management
functions.

Risk Management

One of the significant Governance structures, Risk Management Function
is in place and was not fully functioning as intended for the fact that Risk
Management Committee meetings were not convened as scheduled to
discuss risk management issues before submitted to the Audit Committee.

Internal Controls

The Internal Audit function conducted the listed audits and the
outcome thereof indicated internal control deficiencies for the financial
year 2022/2023.



o Evaluation/Review of Risk Management (Project no. 1 of
2022/2023)

e Review of information and Communication Technology (Project no.
2 of 2022/2023)

e Review of PMS and IDP (Project no. 3 of 2022/2023)

e Municipal Assets (Project no. 4 of 2022/2023)

e Supply chain management (Project no. 5 of 2022/2023)

e Budget and Municipal grants (Project no. 6 of 2022/2023)

¢ Expenditure management (Project no. 7 of 2022/2023)

e Leave administration (Project no. 8 of 2022/2023)

o Payroll management (Project no. 9 of 2022/2023)

¢ Fleet Management (Project no. 11of 2022/2023)

o Personnel Management (Project no. 10 of 2022/2023)

o Review of draft annual financial statement and annual performance
report (Project no. 12 of 2022/2023)

¢ Ad-hoc Assignment-Employee verification: Direct Assistance AG
(Project no. 16 of 2022/2023)

¢ Auditing of performance outcomes-Q1-Q4 (Project no. 14 of
2022/2023)

The Internal Audit function managed to conduct audits on all activities
as approved by the Audit Committee as per Internal Audit plan.

3.4 REVIEW OF DRAFT ANNUAL FINANCIAL STATEMENTS AND
ANNUAL PERFORMANCE REPORT FOR 2022/2023

The Audit and Performance Committee reviewed the draft annual
financial statements and annual performance reports for 2022/2023 in
terms of section 166(2)(b) of the MFMA during its meeting held on 28
August 2023 and provided its inputs to management for incorporation
before these reports were submitted to Auditor General for audit
purposes.

3.6 EXTERNAL AUDIT

The Audit Committee has performed its role in terms of oversight to
External Audit in terms of Audit and Performance Committee Charter
by discussing and making inputs on the following Auditor General

documents;

o Engagement Letter

. Audit Strategy (Fees and Audit team particularly)
o Management report

. Audit Report



The Committee reports that it has discussed all the above documents
with Auditor-General during the period under review.

37 REPORTS OF AUDIT AND PERFORMANCE COMMITTEE TO
COUNCIL

The Committee also prepared its reports outlining work performed by
the Committee and its recommendations made to Council.

The report of the Audit Committee to Council was presented to Council
by the Chairperson at its meeting held on the 28 January 2023. The
Audit Committee further submitted the Annual Audit Committee Report
2021/2022 financial that was adopted by Council together with the
draft Annual Report 2021/2022 financial year at its Council meeting
held on 31 March 2023.

4. CONCLUSION

The Audit Committee would like to further encourage management to
build strong relationship and cooperate with Auditor General and
Internal Audit during the audit process to ensure that the municipality
improves from unqualified audit opinion with matters to unqualified
audit opinion without matters by submitting requested information
within indicated timeframes, to respond to shortcomings identified on
time and implement recommendations from both Internal Audit and
Auditor General.

The committee further states that, it is satisfied that it has adopted
appropriate formal terms of reference as its Audit Committee Charter;
and will always regulate its affairs in compliance with this Charter and
discharge its responsibilities as contained therein.

Lastly, the Committee assures Council of Thabo Mofutsanyana District
Municipality that it remains committed to discharge its responsibilities
and duties as outlined under section 166(2) of the Municipal Finance
Management Act and regulation 14(4) of the Local Government:
Municipal Planning and Performance Management Regulations, 2001.

This report is duly submitted for inclusion in the 2022/2023 Annual
Report.

MR. G A NTSALA
CHAIRPERSON: AUDIT AND PERFORMANCE COMMITTEE



N/A

Appendix H

Long term Contracts and Public Private Partnership

N/A

N?A

Appendix I

Municipal Entity/Service Provider Performance Schedule

Thabo Mofutsanyana district municipality does not have an entity.

Appendix J

Disclosure of Financial Interest

See annual financial statements

Appendix K

Revenue Collection Performance
N/A




Appendix K (i)

Revenue Collection Performance by Vote

See annual financial statements

Appendix K (ii)

Revenue Collection Performance by Source

See annual financial statements

Appendix L

Conditional Grants Received: Excluding MIG

See annual financial statements

Appendix M

Capital Expenditure — New & Upgrade/ Renewal Programmes: Including
MIG

Not Applicable.

Appendix M (i)

Capital Expenditure — New Assets Programme

Not applicable. The district municipality’s capital expenditure is only linked to assets
used for operations.



Appendix M (ii)

Capital Expenditure — Upgrade/Renewal Programme

Appendix N

Capital Programme by Project current year

Appendix O

Capital Programme by project by Ward current year

Not applicable

Appendix P

Service Connection Backlogs at Schools and Clinics

Not Applicable

Appendix Q

Service Backlogs Experienced by the Community where another Sphere of
Government is Responsible for Service Provision

Information not available

Appendix R

Declaration of Loans and Grants Made by the Municipality

The District has not provided any loans or grants to outside organizations.



Appendix S

Declaration of Returns not Made in due Time under MFMA section 71.

Appendix T

National and Provincial Outcome for local government

Not relevant to the Thabo Mofutsanyana district municipality This type of information
is pertinent to local municipalities, especially regarding basic services and ward
committees.



CHAPTER SEVEN

7.1 REPORT OF THE CHIEF FINANCIAL OFFICER

Introduction

The office of the Chief Financial Officer is amongst others, responsible for preparing
the financial statements that fairly present the financial position of the municipality
in line with Municipal Finance Management Act No. 56 of 2003, section 122 and any
other guidelines issued by National Treasury and Accounting Standards Board.

Chief Financial Officers are now expected to do far more than their municipalities
financial transactions are well managed and accurate, they also need to be leaders
in financial transformation, business partnering, data analytics, problem solving and
more, they must lead and develop the skills of the finance teams that will provide
strategic and operational support to the municipality to deliver against is service
delivery budget implementation plans.

Thabo Mofutsanyana District Municipality is in this regard, aspiring to lead in local
government and thereby ensures that it continues with sustainable service delivery
while remaining financially viable. The 2022/2023 financial year results are partly the
outcome of learning how to exploit technologies to automate and optimise
processes. These paths required value-adding skills- such as the ability to manage
technology arrangements.

Key performance areas:

1. Administers implementation of Council’s financial management policies and
procedures.

Ensures effective Supply Chain Management System.

Provide timely and relevant financial management reports to all stakeholders.
Ensures full compliance with Generally Recognised Accounting Practices.

LA I

Ensures compliance with the Municipal Finance Management Act and other
legislative provisions.
6. Renders support to local municipalities with reference to clean audit as well as

revenue enhancement mechanisms.



7. Administers implementation of effective processes, support and co-ordination
for the compilation of the Integrated Development Plan, Budget and Service
Delivery and Budget Implementation Plan.

8. Compilation and timely submission of accurate information in accordance with
prescribed standards and formats.

Current year

The office of the Chief Financial Officer strives towards a sustainable relationship
with local municipalities, suppliers, and other organs of state by maintaining a high-
level service between the municipality and its stakeholders. In doing so, it is required
of its staff component to act diligently, professionally, honesty and with integrity
when discharging their duties.

The management maintains an active role in projects and administration, facilitating

swift decisions and a higher commitment to service delivery.

The office conducts itself in a manner does not compromise compliance with the
requirement of the Municipal Finance Act, other laws, regulations and policies by

ensuring that provisions of the guidelines are well communicated.

The MFMA prescribes that the competencies of municipal officials assigned to the
budget and treasury office must meet the minimum prescribed financial competency
levels.

Impact on Financial Management

Most SDBIP approved projects were not executed because of the Preferential
Procurement Regulations of 2022 stipulations. The National Treasury advised the
organs of state that tenders which were:

1. Advertised before 16 January 2023 should be finalized in terms of the
Preferential Procurement Regulation of 2017.

2. Advertised on or after 16 January 2023 be finalized in terms of new tender
Preferential Procurement Regulation of 2022.



The year under review of 2023 financial period saw expiry of senior manager fixed

five (5) year contracts. This resulted in skills gaps in the Municipality, a major part of

the financial period municipality had key vacant positions.

Through this, the municipality still had to continue with its Constitutional service

delivery mandate. Priorities were re-adjusted, and budget was shifted. Projects had

to be delayed.

Summary of current year achievements

The achievements realised during the financial year 2022/2023 are summarised as

follows, but not limited to:

1.

The department prepared the financial statements in-house in accordance
with the Standard of Generally Recognised Accounting Practice (GRAP)
including any interpretations, guidelines and directives issued by the
Accounting Standards Board.

In its effort to streamline the financial reporting, management of the
department provided the Council of the municipality, MAYCO, and Finance
Portfolio Committee with more timely, accurate and credible financial

information.

Management continued to strengthen the internal controls and compliance by
developing workflow and process checklist which guide the activities of all
operational units within the department. Proper management of the system
improves the administration of municipal funds and safeguarding of assets,
thus preventing elements of non-compliance that would otherwise lead to

expenditure being irregular; unauthorised, fruitless and wasteful.

The municipality achieved unqualified audit reports with matters of emphasis
in 2018/19. However, in 2019/20 the municipality regressed and received a
qualified audit report. In 2020/21 the municipality improved and received an



unqualified audit report. In the prior and current year 2021/22 and 2021/23
the municipality received an unqualified audit report with matters of emphasis
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The year ahead

In the coming financial year, it is anticipated that the financial operations, financial
status and financial position will be improved. Action plan to improve on Audit-
General findings include, but not limited to:

1. Implementation of audit action plan based on Auditor-General’s findings and
recommendations.

2. Implementation of the FMCMM
Implementation of the Financial Ratios

4, Consistent training of staff on Generally Accounting Practice and the
Accounting Board updates.
Preparation of half-yearly annual financial statements.

6. Consistent training of staff on SCM rules and regulations as well as on
contract management.

7. Performing assets reconciliation and updating the assets register in the Assets
Management System.

8. Ensure compliance with laws, regulations, and guidelines.



9. There is an urgent need to beef up the budget and treasury unit.
10.  Staffing of the budget and treasury office with capacitated officials.

Internal controls

It is management’s responsibility to maintain a proper system of internal controls,
ensuring that the integrity of financial and accounting information reported on,
meets the operational requirements, and ensures that the assts of the municipality
are safeguarded. In order to strengthen internal controls, management will
continuously ensure that development procedure manuals are properly used to guide

operations around segregation of duties.

Ethical issues

The municipality has a code of conduct for its councillors in terms of the Municipal
Structures Act and a code of conduct for its employees in terms of the Municipal
Systems Act. The codes are encouraging and discouraging certain behaviours and
ensures that councillors and officials conduct themselves that do not compromise the
integrity municipality in the face of the communities they are serving.

FINANCIAL PERFORMANCE
1. Audited Statement and Related Financial Information

Table 6



Financial and Operational statistics 2023

180 000 000. 00

1
120 000 000.00
180 000 000 00

2022 [ 2021(Restated)

1. Financial performance analysis

As disclosed in the Annual Financial Statement under the accounting policies
subsection 1.16 and note 38 comparative figures have been restated or reclassified
due to prior period errors to conform to changes in presentation in the current year.
The restatement was necessitated by the fact that management the fact that
management had to correct accounting mistakes done in the past, hence, a need for

retrospective implementation.
1.2 Cash and cash equivalents

Council has during the past twelve (12) months maintained a consistent and viable
financial position. As a result, the operating bank balances as at financial year
2022/23 was R44 264 697 (showing a decrease of R2 638 665 compared to a closing
balance of R46 903 362 at end of the financial previous financial year).

1.3 Sundry receivables / debtors

Increase in receivables is due to matter between TMDM officials and Free State
Provident fund, an amount was raised after municipality received a court order to
settle pension fund bill of officials that left the Free State Provident Fund to join
other pensions funds, Municipal Employees Pension Fund has been raised as a
debtor and municipality is confident that a refund will be made in this regard.



Increase in receivables is due to the non-delivery of motor vehicles of Speaker from
Free State Government Garage because of the war between Russia-Ukraine debacle
as it affected the German production since they are gas dependent on Russian

supply.

Management continuously assessed individual debtors to establish if there was any
likelihood of recovering outstanding debtors so that should there be no success in
recovering same, provide for the debt impairment in line with the impairment policy
of the municipality. During the current year, impairment provision was still necessary
to be catered for.

1.4 Operating expenditure and revenue

The total operating expenditure increased from previous year's figure by R9 589
158. and total operating revenue decreased from previous year’s figure by R16 304
986

A disciplined spending pattern has been well maintained, preventing a situation
where the municipality would not be able to pay creditors and defer payments from
one financial year to the other, thus casting doubt on its ability to continue as a

going-concern.

2. Financial status
2.1 Revenue and expenditure overview

In terms of its revenue base Thabo Mofutsanyana District Municipality is currently
the second smallest category C municipality within the Free State. It received grant
income of R161,376,021 in 2021/22 (R177,681,007 in 2021/22), a decrease of 9%
from the previous year. Thabo Mofutsanyana District Municipality is funded like other
district municipalities. Their budget is funded by subsidies from national and
provincial government and slightly generate own income through interest-bearing
investment portfolios.



Revenue management — Revenue Growth%

-9%
CPI
Total Revenue (Previous) 177.681.007
Fi I
Total Revenue (Current) 161.376.021

Personnel remuneration constitutes a larger proportion of the municipality’s
expenditure budget. The staff-to-expenditure ratio of Thabo Mofutsanyana District
Municipality continues to increase at an alarming rate from one financial year to the
other. Councillors’ costs compromise a minor portion of total expenditure.

Assets maintenance is very important although it is often overlooked or ignored, and
priority given to less worthy line items. The deferment of maintenance is common
practice among municipalities and while it has short-term cash flow benefits, it also
carries adverse long-term effects on operating costs which directly and indirectly
affect the sustainability of quality service delivery.

Thabo Mofutsanyana District Municipality external maintenance costs comprised of a
very low provision due to lack of funds. The ratios have increased from the previous
year management remains concerned that allocation for maintenance is still not at

the optimum level.

Expenditure Management - Creditors payment period (Trade Creditors)

110 days
Trade Creditors 15,889,635
Contracted Services 4,716,181
Repairs and Maintenance 1,866,714
General expenses 46,224,396
Bulk Purchases




Capital Credit Purchases

Expenditure management - Irregular, Fruitless and Wasteful and
Unauthorised Expenditure / Total Operating Expenditure

18%
Irregular, Fruitless and Wasteful and Unauthorised
Expenditure 28,784,735
Total Operating Expenditure 161,524 151
Taxation Expense )




Expenditure management - Remuneration as % of Total Operating
Expenditure

66%
Employee/personnel related cost 97,114,139
Councillors Remuneration 9,354,345
Total Operating Expenditure 161,524,151
Taxation Expense -

The operating expenditure of Thabo Mofutsanyana District Municipality for 2022/23
was largely inflexible and required sound budgeting and discipline to keep costs
within budget. Strides were made to maintain discipline in the spending patterns so
that expenditure by line item was kept within the budget.

| 2023

» Employee related costs

= Remuneration of councillors

» Depreciation and amortisation
Finance costs

= Contracted services

= Loss on disposal of assets

= Operational Expenses

The municipality has recorded an operating surplus of R 1 576 870 in 2022/2023
(R 26 534 014 in 2021/22). The operating budget indicated a moderate increase for
the next three years.




2.2 Liquidity management

Although the municipality operates an effective financial management system in
controlling crucial aspects of cash and cash equivalents, its total assets exceeded its
total liabilities by R48 238 384 in 2022/23 (R47 055 042 in 2021/22) an improved
position of 2,5% increase between the two years (2021/22 and 2022/23)

2.3 Capital analysis

The pressure on capital expenditure with specific reference to bulk services is
expected to remain over the long-term, this is due to the withdrawal of Municipal
Infrastructure Grant by the National Department of Cooperative Governance and
Traditional Affairs.

Although the municipality is expected to render bulk services and coordinate
functions in terms of Local Government Structure Act Section 84 (Powers and
Functions of the district municipalities), it lacks capacity to execute some of the
functions due to lack of funding. Council cannot even contribute from its operational
income towards capital development in local municipalities within the area. As a
result, no expenditure of a capital nature was incurred to assist local municipalities in
the 2022/2023 financial year.

Implementation of projects in local municipalities during the year 2022/2023

MUNICIPALITY PROJECT EXPENDITURE
Maluti-A-Phofung None N/A
Nketoana None N/A
Mantsopa None N/A
Dihlabeng None N/A
Nketoana None N/A
Phumelela None N/A




3. Conclusion

The municipality’s overall financial management capacity has not improved yet in
order to deal with current demand realities for improved service delivery, to assist

local municipalities as well as to fully out legislative mandates imposed on it by the
Constitution.

Expression of appreciation

My sincere appreciation to the Executive Mayor, Members of the Mayoral Committee,
Councillors, Municipal Manager, Heads of Departments, colleagues, and local
representatives in the Office of the Auditor General for supporting us throughout.

| wish to convey a special word of appreciation to the staff in Finance Department for
their hard work, dedication and support given.

Thank you,

==

Mir MDD Mnlahlo AGALSA)
CThief Financial Officer
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General Information

Legal form of entity Municipality in terms of section 1 of the Local Government: Municipal
Structures Act (Act 117 of 1998) read with section 155 (1) of the
Constitution of the republic of South Africa (Act 108 of 1996)

Nature of business and principal activities Local Government: Municipal Finance Management Act (Act no.56 of
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Division of Revenue Act (Act 1 of 2007)
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Accounting Officer's Responsibilities and Approval

The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate
accounting records and is responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash
fiows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial
statements and were 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.

1, as the accounting officer acknowledge that | am ultimately responsible for the system of internal financial controls established
by the municipality and place considerable importance on maintaining a strong control environment. To enable me to meet
these responsibilities, | have set standards for internal control aimed at reducing the risk of error or deficit in a cost effective
manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation 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 monitoring all known forms of risk across the municipality. While
operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure,
controls, systems and ethical behaviour are applied and managed within predetermined procedures and constraints.

| am 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 internal financial control can provide only reasonable, and not absolute, assurance
against material misstatement or deficit.

| have reviewed the municipality's cash flow forecast for the year to 30 June 2023 and, in the light of this review and the current
financial position, | am satisfied that the municipality has or has access to adequate resources to continue in operational
existence for the foreseeable future.

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

Although | am am primarily responsible for the financial affairs of the municipality, they are supported by the municipality's
external auditors.

| certify that the salaries, allowances and benefits of councillors as disclosed in note 19 to these annual financial statements
are within the upper limits of the framework envisaged in section 219 of the Constitution of the Republic of South Africa, read
with the Remuneration of Public Office Bearers Act, Act 20 of 1998 and the Minister of Provincial and Local Government’s

determination in accordance with the Act

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 7.

The annual financial statements set out on pages 8 to 80, which have been prepared on the going concern basis, were
approved by the accounting officer on 31 August 2023.

TPM Lebenya

Municipal Manager
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Audit Committee Report

We are pleased to present our report for the financial year ended 30 June 2023. We submit this report in line with the provision
of section 166(2) of the Municipal Finance Management Act for Council's consideration.

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 eight meetings were held.
Name of member Number of meetings attended

Mr GA Ntsala (Chairperson) 8
Ms MS Khetha (Member) 8
Mr TS Morare (Member) 6
Ms MV Ntipe (Member) 7

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 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 the high level of unaudited annual financial statements to be included in the annual report, with
management 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;
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 unresolved issues.

Chairperson of the Audit Committee

Date:
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Accounting Officer's Report

The accounting officer submits her report for the year ended 30 June 2023,
1. Review of activities
Main business and operations

The municipality is engaged in rendering support to the local municipalities within the district and operates principally in South
Africa.

2. Going concern

We draw attention to the fact that at 30 June 2023, the municipality had a surplus of R 1 576 870 and that the municipality's
total assets exceed its total liabilities by R 48 238 384. These conditions and events do not cast doubt on the municipality's
ability to continue as a 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 availabie to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

3. Subsequent events

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year.

4, Accounting policies

The annual financial statements are prepared in accordance with the South African Statements of Generally Recognised
Accounting Practices (GRAP) issued by the Accounting Standards Board as the prescribed framework by National Treasury.

5. Accounting Officer
The accounting officer of the municipality during the year and to the date of this report is:

Name Appointed
TPM Lebenya 08 February 2023
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Statement of Financial Position as at 30 June 2023

Figures in Rand Note(s) 2023 2022
Restated™

Assets

Current Assets

Receivables from exchange transactions 4 4 762 533 2168 272

Receivables from non-exchange transactions 5 382 803 55893

VAT receivable 41 4902739 4418 153

Cash and cash equivalents 6 44 264 697 46 903 362
54312772 53 545680

Non-Current Assets

Property, plant and equipment 7 20845140 21489946

Intangible assets 8 182 229 235548
21027369 21725494

Total Assets 75340141 75271174

Liabilities

Current Liabilities

Payables from exchange transactions 9 15 889 635 16 752 132

Unspent conditional grants and receipts 10 337122 -

Employee benefit obligation 11 1 669 000 906 000
17895757 17 658 132

Non-Current Liabilities

Employee benefit obligation 11 9 206 000 10 558 000

Total Liabilities 27 101 757 28 216 132

Net Assets 48 238 384 47 055 042

* See Note 42 & 38
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Statement of Financial Performance

Figures in Rand Note(s) 2023 2022
Restated*
Revenue
Revenue from exchange transactions
Commission income (Agency services (CETA)) 22 160 280 1816 325
Recoveries (Gains on debt impairment provision adjustment) 4 357 252 -
Sundry income 15 590 017 475 414
Interest received - investments 13 4501 199 2 373 665
Total revenue from exchange transactions 5608 748 4 665 404
Revenue from non-exchange transactions
Other revenue
Service in kind revenue 14 6 237 502 5750872
Transfer revenue
Government grants and subsidies 12 148 350878 151484918
Donations received (Property, Plant and Equipment) 7 1178 893 15779 813
Total revenue from non-exchange transactions 155767 273 173015603
Total revenue 34 161 376 021 177 681 007
Expenditure
Employee related costs 19 (97 114 138) (86 330 579)
Remuneration of councillors 19 (9354 345) (9586 781)
Depreciation and amortisation 16 (2767090) (3882720)
Finance costs 17 (1348 000) (1205 000)
Contracted services 33 (4716181)  (4205177)
Loss on disposal of assets 7 - (1193 472)
Operational Expenses 18 (46 224 396) (45531 264)
Total expenditure (161 524 151) (151 934 993)
(Deficit) surplus for the year from continuing operations (148 130) 25746 014
Actuarial gains/(losses) 1725 000 788 000
Surplus for the year 1576870 26 534 014

* See Note 42 & 38

10
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Annual Financial Statements for the year ended 30 June 2023

Statement of Changes in Net Assets

Accumulated Total net

Figures in Rand surplus assets
Balance at 01 July 2021 as restated 20 305 031 20 305 031
Changes in net assets

Surplus / (Deficit) for the year 26 534 014 26 534 014
Prior period errors 127 499 127 499
Other changes 88 498 88 498
Total changes 26 750 011 26 750 011
Restated* Balance at 01 July 2022 46 661514 46 661 514
Changes in net assets

Surplus / (Deficit) for the year 1576 870 1576 870
Total changes 1576 870 1576 870
Balance at 30 June 2023 48 238 384 48 238 384

a

* See Note 42 & 38
11
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Cash Flow Statement

Figures in Rand Note(s) 2023 2022
Restated”
Cash flows from operating activities
Receipts
Grants 148 350 878 151484918
Interest income 4 501 199 2170065
Other receipts 160 280 475414
Cash receipts from receivables 590 017 58 333
153 602 374 154 188 730
Payments
Employee costs (104 638 764) (94 830 023)
Suppliers (49 310 820) (44 243 574)
Benefits paid relating to long service awards (896 000) (690 389)
(154 845 584) (139 763 986)
Net cash flows from operating activities 20 (1243 210) 14424744
Cash flows from investing activities
Purchase of property, plant and equipment 7 (1 395 455) (444 773)
Net increase/(decrease) in cash and cash equivalents (2638 665) 13979971
Cash and cash equivalents at the beginning of the year 46 903 362 32923 391
Cash and cash equivalents at the end of the year 6 44 264 697 46 903 362

* See Note 42 & 38

12
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

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

Figures in Rand actual
Statement of Financial Performance
Revenue
Revenue from exchange
transactions
Agency services (CETA) 151 484 378 594 530 078 160 280 (369 798) 371
Recoveries (gains on debt - - - 357 252 357 252 37.2
impairment adjustment
Sundry income 16 745 798 1752388 18498 186 500017 (17 908 169) 37.3
Interest received - investment 2049 805 1873 629 3923434 4 501 199 577 765 374
Total revenue from exchange 18 947 087 4 004 611 22 951 698 5608748 (17 342 950)
transactions
Revenue from non-exchange
transactions
Other revenue
Non cash reserves 4121792 - 4121792 : (4 121 792) 374
(Depreciation)
Service in kind revenue 5521 366 - 5 521 366 6 237 502 716 136 376
Transfer revenue
Government grants & subsidies 149 905 000 (1216 000) 148 689000 148 350 878 (338 122) 37.7
Donations received (Property, - - - 1178893 1178 893 37.24
Pilant and Equipment)
Total revenue from non- 159 548 158 (1216 000) 158 332 158 155767 273 (2 564 885)
exchange transactions
Total revenue 178 495 245 2788611 181283856 161376021 (19 907 835)
Expenditure
Employee related costs (102 484 838) 4352621 (98132217) (97 114 139) 1018 078 37.8
Remuneration of councillors (9 110 477) (234 065) (9344 542) (9 354 345) (9 803)
Depreciation and amortisation (4 121 792) - (4121792) (2767090) 1354702 37.12
Finance costs - - - (1348000) (1348 000) 37.9
Contracted Services (21 189 604) - (21189604) (4716181) 16473423 37.10
Operational Expenses (37586 534) (6812167) (44398701) (46224 396) (1825 695) 37.11
Total expenditure (174 493 245) (2693 611) (177 186 856) (161524 151) 15662 705
(Deficit) / Surplus 4 002 000 95 000 4 097 000 (148 130) (4 245 130)
Surplus for the year from 4 002 000 95 000 4 097 000 (148 130) (4 245 130)
continuing operations
Actuarial gains/(losses) - - ) 1725 000 1725 000

4 002 000 95 000 4 097 000 1576 870 (2 520 130)

13
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference
budget on comparable between final
basis budget and
Figures in Rand actual
Statement of Financial Position
Assets -
Current Assets
Receivables from exchange 4815200 - 4815 200 4762533 (52 667) 37.13
transactions
Receivables from non-exchange - - - 382 803 382 803 37.14
transactions
VAT receivable - - - 4902739 4902739
Cash and cash equivalents 11504000 17652000 29156000 44284697 15108 697 37.15
16319200 17652000 33971200 54312772 20 341572
Non-Current Assets
Property, plant and equipment 20 354 056 2808208 232522684 20845140 (2407 124) 37.16
Intangible assets 545 900 - 545 900 182 229 (363 671) 37.17
20 899 956 2898208 23798164 21 027 369 (2 770 795)
Total Assets 37219156 20550208 57769364 75340141 17 570 777
Liabilities
Current Liabilities
Payables from exchange 19104000  (5200000) 13904000 15889635 1985 635 37.18
transactions
Unspent conditional grants and - - B 337122 337122 37.19
receipts
Employee benefit obligation 2 864 156 - 2 864 156 1669000  (1195156) 37.20
21 968 156 (5200000) 16768156 17 895757 1127 601
Non-Current Liabilities
Employee benefit obligation 15 251 000 (2000 000) 13 251 000 9 206 000 {4 045 000) 37.20
Total Liabilities 37 219 156 (7200000) 30019156 27 101757 (2 917 399)
Net Assets - 27750208 27750208 48238384 20488176
Net Assets
Net Assets Attributable to
Owners of Controlling Entity
Reserves
Accumulated surplus - 27750208 27750208 48238384 20488176

14
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Statement of Comparison of Budget and Actual Amounts

Budget on Accrual Basis

Approved Adjustments  Final Budget Actual amounts Difference Reference

budget on comparable between final
basis budget and
Figures in Rand actual

Cash Flow Statement

Cash flows from operating activities

Receipts

Grants 149904 000 (1216 000) 148 688 000 148 350 878 (337 122)

Interest income 2 049 805 1873629 3923 434 4501 199 577765 37.22

Other receipts 20269074 (19 509 574) 759 500 160 280 (599 220)

Cash receipts from receivables 750 000 (750 000) - 590 017 590 017 37.21
172972879 (19 601 945) 153 370 934 153 602 374 231 440

Payments

Employee costs (111 549 591) - (111 549591) (104638 764) 6910827

Suppliers (62686 842) (6790612) (69477454) (49310820) 20166634

Finance costs (255 812) = (255 812) (896 000) (640 188)

(174 492 245) (6 790 612) (181 282 857) (154 845584) 26 437 273

Net cash flows from operating (1519 366) (26 392557) (27 911923) (1243210) 26668713
activities

Cash flows from investing activities
Purchase of property, plant and {4 002 000) (95000) (4097 000) (1395455) 2701545 37.23
equipment

Net increase/(decrease) in cash (5521366) (26487557) (32008923) (2633665) 29370258
and cash equivalents :

Cash and cash equivalents at 19200462 27694362 46903824 46 903 362 (462)
the beginning of the year

Cash and cash equivalents at 13 688 096 1206805 14894 901 44 264 697 29369796
the end of the year

The accounting policies on page 16 to 43 and the notes on pages 44 to 74 form an integral part of the annual financial
statements.

15
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Accounting Policies

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance
Management Act (Act 56 of 2003).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand and the
amounts have been rounded off to the nearest rand.

A summary of the significant accounting 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 currency of the municipality.
1.2 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 fo the annual financial statements. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both current and future periods.
Significant judgements include:

Receivables

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

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value
in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is
reasonably possible that the assumption may change which may then impact our estimations and may then require a material
adjustment to the carrying value of goodwill and tangible assets.

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are grouped
at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If there
are indications that impairment may have occurred, estimates are prepared of expected future cash flows for each group of
assets.

Property, plant and equipment

As described in accounting policies 1.3 and 1.4, the municipality depreciates / amortises its property, plant and equipment and
intangible assets over the estimated useful lives of the assets, taking into account the residual values of the assets at the end
of their useful lives, which is determined when the assets are available for use. The useful lives of assets are based on
management's estimation.

Management considered the imbact of technology, availability of capital funding, service requirement and required return on
assets in order to determine the optimum useful life expectation, where appropriate.

The estimation of residual values of assets is based on management's judgemental as to whether the assets will be sold or
used to the end of their useful lives, and in what condition they will be at that time.’
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Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty (continued)
Provision for fong service awards

The present value of the provision for long service awards depends on a number of factors that are determined on an actuarial
basis using a number of assumptions. The assumption used in determining the net cost/(income) include the discount rate. Any
changes in these assumptions will impact on the carrying amount of the provision for long service awards.

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used
to determine the present value of estimated future cash outflows expected to be required to settle the obligation. In determining

the appropriate discount rate, the municipality considers the interest rates of high quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related liability.

Other key assumptions for the provision for long service awards are based on current market conditions.

Impairment of receivables

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that they are impaired. The
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition.

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of
the holder of the asset about the following loss events:

(a) significant financial difficulty of the issuer or obligor;
(b) a breach of contract, such as a default or delinquency in interest or principal payments

(c) the lender, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the borrower a concession
that the lender would not otherwise consider;

(d) it is probable that the borrower will enter sequestration or other financial reorganisation;
(e) the disappearance of an active market for that financial asset because of financial difficulties; or

i observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial
assets since the initial recognition of those assets, although the decrease cannot yet be identified with the individual financial
assets in the group, including:

() adverse changes in the payment status of borrowers in the group (e.g. an increased number of delayed payments); or

(ii) national or local economic conditions that correlate with defaults on the assets in the group (e.g. an increase in the
unemployment rate in the geographical area of the borrowers, or adverse changes in market conditions that affect the
borrowers in the group).

1.3 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production 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 cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the
location and condition 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 the date of acquisition.
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Accounting Policies

1.3 Property, plant and equipment (continued)

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 item’s fair value was not determinable, its deemed cost is the carrying amount of the asset(s) given up.

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

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

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is Jocated 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.

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property,
plant and equipment. In addition, spare parts and standby equipment which can only be used in connection with an item of
property, plant and equipment are accounted for as property, plant and equipment.

Maijor inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining
inspection costs from the previous inspection are derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated
residual value.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Maximum useful life
Buildings Straight line 30 years

Furniture and fixtures Straight line 21 years

Motor vehicles Straight line 5-11 years

IT equipment Straight line 16 years

Machinery and equipment Straight line 14 years

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

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

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

The depreciation method used reflects the pattern in which the asset's future economic benefits or service potential are
expected to be consumed by the municipality. The depreciation method applied to an asset 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.

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.
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Accounting Policies

1.3 Property, plant and equipment (continued)

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.

Assets 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.

1.4 Intangible assets
An intangible asset is an identifiable non-monetary asset without physical substance.

An asset is identifiable if it either: .
. is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, identifiable asset or liability, regardless of

whether the entily intends to do so; or
° arises from binding arrangements (including rights from contracts), regardless of whether those rights are
transferable or separable from the municipality or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in
the form of a contract.

An intangible asset is recognised when:
e 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.

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the

useful life of the asset. :

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

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over

its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recoghised as
intangible assets.

Internally generated goodwill is not recognised as an intangible asset.
Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows:

Item Useful life
Computer software, other 3-6 years
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1.4 Intangible assets (continued)

Intangible assets are derecognised:
° on disposal; or
. when no future economic benefits or service potential are expected from its use or disposal.
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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.

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 that initial amount and the maturity amount, and minus any reduction (directly or
through the use of an allowance account) for impairment or collectability.

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.

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's statement of
financial position.

The effective interest method is a 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 future 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
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums
or discounts. There is a presumption that the cash flows and the expected 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 shall 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 fransaction.

A financial asset is:
. cash; )
*  aresidual 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.

A financial liability is any liability that is a contractual obligation to:
»  deliver cash or another financial asset to another 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.

Loans payable are financial liabilities, other than short-term payables on normal credit terms.

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
_ market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.

Other price risk is the risk that the 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 risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all simitar financial instruments traded in the
market.

A financial asset is past due when a counterparty has failed to make a payment when contractually due.
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1.5 Financial instruments (continued)

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 wouid not have been incurred if the entity had not acquired, issued or
disposed of the financial instrument.

Classification

The entity has the following fypes of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Receivables from exchange transactions Financial asset measured at amortised cost
Receivables from non-exchange transactions Financial asset measured at amortised cost
VAT receivable Financial asset measured at amortised cost
Cash and cash equivalents Financial asset measured at amortised cost

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

Class Category
Operating lease liability Financial liability measured at amortised cost
Payables from exchange transactions Financial liability measured at amortised cost
Unspent conditional grants and receipts Financial liability measured at amortised 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 frade date accounting.
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.

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 amortised cost.

All financial assets measured at amortised cost, or cost, are subject to an impairment review.
Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process.

Impairment and collectability 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 amortised cost:
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1.5 Financial instruments (continued)

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

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly or by
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount
of the reversal is recognised in surplus or deficit.

Financial assets measured at cost:

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 ioss 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 financial asset. Such impairment losses are not reversed.

Derecognition
Financial assets
The entity derecognises financial assets using trade date accounting.

The entity derecognises a financial asset only when:

» the contractual rights to the cash flows from the financial asset expire, are settled or waived;

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

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

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

If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service
the financial asset for a fee, it recognises either a servicing asset or a servicing liability for that servicing contract. If the fee to
be received is-not expected to compensate the entity adequately for performing the servicing, a servicing liability for the
servicing obligation is recognised at its fair value. If the fee to be received is expected to be more than adequate compensation
for the servicing, a servicing asset is recognised for the servicing right at an amount determined on the basis of an allocation of
the carrying amount of the larger financial asset.

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a new
financial asset or assuming a new financial liability, or a servicing liability, the entity recognises the new financial asset,
financial liability or servicing liability at fair value.

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

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the
previous carrying amount of the larger financial asset is allocated between the part that continues to be recognised and the part
that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained
servicing asset is treated as a part that continues to be recognised. The difference between the carrying amount allocated to
the part derecognised and the sum of the consideration received for the part derecognised is recognised in surplus or deficit.
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1.5 Financial instruments (continued)

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of ownership
of the transferred asset, the entity continues to recognise the transferred asset in its entirety and recognise a financial liability
for the consideration received. In subsequent periods, the entity recognises any revenue on the transferred asset and any
expense incurred on the financial liability. Neither the asset, and the associated liability nor the revenue, and the associated
expenses are offset.

Financial liabilities

The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it is
extinguished, i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

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

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

Presentation

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or an expense in
surplus or deficit.

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or an
expense in surplus or deficit.

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position
when the entity currently has a legally enforceable right to set off the recognised amounts and intends either to settle on a net
basis, or to realise the asset and settie the liability simultaneously.
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1.5 Financial instruments (continued)

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred
asset and the associated liability.

Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the
effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus or deficit
when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptey or financial reorganisation, and defauit of delinquency in payments (more than 30 days overdue)
are considered indicators that the trade receivable is impaired. The allowance recognised is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows discounted at the effective interest
rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectable, it is written off against the
allowance account for trade receivables. Subseguent recoveries of amounts previously written off are credited against
operating expense in surplus of deficit.

Payables from exchange transactions

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, other short-term highly liquid investments that are
readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Gains and losses
A gain or loss arising from a change in a financial asset or financial liability is recognised as follows:

. A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is
recognised in surplus or deficit;

. A gain or loss on an available-for-sale financial asset is recognised directly in net assets, through the statement of
changes in net assets, until the financial asset is derecognised, at which time the cumulative gain or loss previously
recognised in net assets is recognised in surplus or deficit, and

. For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or deficit
when the financial asset or financial liability is derecognised or impaired, and through the amortisation process.

1.6 Impairment of cash-generating assets

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return.
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates commercial
return.

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 accumulated 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.
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1.6 Impairment of cash-generating assets (continued)

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 amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use.
Useful life is either:

e 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.
Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follows:
Identification

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 municipality estimates the recoverable amount of the asset.

irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with

an indefinite useful 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.
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1.6 impairment of cash-generating assets (continued)
Reversal of impairment loss

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 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 o 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 attributable to a reversal of an impairment loss does not exceed the carrying amount that would
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior

periods.
A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.
Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (ifany),ona
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 amounts 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 loss 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.

1.7 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 asset 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 assets managed with the objective of generating a commercial
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or

groups of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax
expense.

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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1.7 Impairment of non-cash-generating assets (continued)

Useful 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.

Identification
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset.

irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset with
an 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 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.

Recognition and measurement (Individual asset)

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 only to the extent that is a requirement in the Standards of GRAP.

Atfter the recognition of an impairment loss, 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.

Reversal of an impairment loss

The municipality assess 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 longer exist or may have decreased. If any such indication exists, the
municipality estimates the recoverable service amount of that asset.

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has 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 atiributable to a reversal of an impairment loss does not exceed the carrying
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the
asset in prior periods.

A reversal of an impairment loss for 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.
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1.8 Employee benefits
Employee benefits are all forms of consideration given by an entity in exchange for services rendered by employees.

Termination benefits are employee benefits payable as a result of either:
*  an entity’s decision to terminate an employee’s employment before the normal retirement date; or
* an employee’s decision to accept voluntary redundancy in exchange for those benefits.

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that
are not due to be seltled within twelve months after the end of the period in which the employees render the related service.

Vested employee benefits are employee benefits that are not conditional on future employment.

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past practice,
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge
those responsibilities.

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 services.

Short-term employee benefits 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 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 subsidised goods or services such as housing, cars
and cell phone) for current employees.

When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted amount
of short-term employee benefits expected to be paid in exchange for that service:

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

*  as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset.

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

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

Post-employment benefits

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

Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment benefits
for one or more employees.

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

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined
benefit liability the entity recognise actuarial gains and losses in surplus or deficit in the reporting period in which they occur,

Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or
fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to the reporting
entity's own creditors (even in liquidation), and cannot be returned to the reporting entity, unless either:
*  the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the
reporting entity; or
. the assets are returned to the reporting entity to reimburse it for employee benefits already paid.

Current service cost is the increase in the present value of the defined benefit obligation resuiting from employee service in the
current period.

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the
benefits are one period closer to settlement.

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

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies.

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

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

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

The amount recognised as a defined benefit liability is the net total of the following amounts:
o the present value of the defined benefit obligation at the reporting date;
° minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly;
o plus any liability that may arise as a result of a minimum funding requirement

The amount determined as a defined benefit liability may be negative (an asset). The entity measure the resulting asset at the
lower of: ]
* the amount determined above; and
. the present value of any economic benefits availabie in the form of refunds from the plan or reductions in future
contributions to the plan. The present value of these economic benefits is determined using a discount rate which
reflects the time value of money.

Any adjustments arising from the limit above is recognised in surplus or deficit.

The entity determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that

would be determined at the reporting date.
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1.8 Employee benefits {continued)

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard
requires or permits their inclusion in the cost of an asset:
e current service cost;
interest cost;
the expected return on any plan assets and on any reimbursement rights;
actuarial gains and losses;
past service cost;
the effect of any curtailments or setilements; and
the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as
giving rise to an additional unit of benefit entitliement and measures each unit separately to build up the final obligation.

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable,
past service cost, an entity shall atiribute benefit to periods of service under the plan’s benefit formula. However, if an
employee’s service in later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute
benefit on a straight-line basis from:

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

conditional on further service); until
. the date when further service by the employee will lead to no material amount of further benefits under the plan,

other than from further salary increases.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the
valuation are updated for any material transactions and other material changes in circumstances (including changes in market
prices and interest rates) up to the reporting date.

The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or
settlement occurs. The gain or loss on a curtailment or settiement comprises:

. any resulting change in the present value of the defined benefit obligation; and

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

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets, if
any) using current actuarial assumptions (including current market interest rates and other current market prices).

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit
plan is [OR is not] presented as the net of the amount recognised for a reimbursement.

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally
enforceable right to use a surplus in one plan to settie obligations under the other plan and intends either to settle the
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously.

Post retirement obligations - medical aid

The municipality provides post-retirement health care benefits upon retirement to some retirees.

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment.

Independent qualified actuaries carry out valuations of these obligations. An annual charge to income is made to cover the
liabilities.
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1.8 Employee benefits (continued)
Termination benefits

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to either:
«  terminate the employment of an employee or group of employees before the normal retirement date; or
o provide termination benefits as a result of an offer made in order to encourage voluntary redundancy.

The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination and is
without realistic possibility of withdrawal. The detailed plan includes [as a minimum]:

»  the location, function, and approximate number of employees whose services are to be terminated;

° the termination benefits for each job classification or function; and

s the time at which the plan will be implemented.

implementation begins as soon as possible and the period of time to complete implementation is such that material changes to
the plan are not likely.

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an appropriate
discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term of the financial
instrument selected to reflect the time value of money is consistent with the currency and estimated term of the benefit.

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be based on
the number of employees expected to accept the offer.
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1.9 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
» areliable 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 probable that an outflow of resources embodying economic benefits or service potential will be required, to setlle the
obligation.

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 provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating surplus. .

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and
measured as a provision.

A constructive obligation to restructure arises only when an entity:

o has a detailed formal plan for the restructuring, identifying at least:
- the activity/operating unit or part of a 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 will be undertaken; and
- when the plan will be implemented; and

. has raised 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
or 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 assets and contingent liabilities are not recognised. Contingencies are disclosed in note 23.
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1.9 Provisions and contingencies (continued)

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 outflow of
resources embodying economic benefits and setvice 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 resources may be probabie are:
J financial difficulty of the debtor;
. defaults or delinquencies in interest and capital repayments by the debtor;
o 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 settle its obligation on the amended terms; and
¢ adecline 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 guarantee and/or where a fee is charged on loan
commitments, it is considered in determining the best estimate of the amount required to settie the obligation at reporting date.
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality

recognises the obligation at the higher of:
e 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.

1.10 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 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.

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;

. it is 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.
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1.10 Revenue from exchange transactions (continued)
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
s 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 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 iransaction at the reporting date. Stage of
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction.

Interest received

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 service potential associated with the transaction will flow to the

municipality, and
¢ The amount of the revenue can be measured reliably.

Interest is recognised, in surplus or deficit, using the effective interest rate method.

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

Accounting by principals and agents
1.11 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 arises 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 another 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
enforcement body, as a consequence of the breach of laws or regulations.
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1.11 Revenue from non-exchange transactions (continued)

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, a municipality
either receives value from another 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 reporting municipality.

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes.
Recognition

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent
that a 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.

Taxes

The municipality recognises an asset in respect of taxes when the taxable event occurs and the asset recognition criteria are
met.

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rate of 15%
effective from 1 April 2018 in terms of section 7 (1) (a) of the VAT Act in respect of the supply of goods or services, except
where the supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12 of the VAT Act or are
scoped out for VAT purposes. The municipality accounts for VAT on a monthly basis.
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1.11 Revenue from non-exchange transactions (continued)

Services in-kind

Except for financial guarantee contracts, the municipality recognises services in-kind that are significant to its operations and/or
service delivery objectives as assets and recognises the related revenue when it is probable that the future economic benefits
or service potential will flow to the municipality and the fair value of the assets can be measured reliably.

Where services in-kind are not significant to the municipality's operations and/or service delivery objectives and/or do not
satisfy the criteria for recognition, the municipality disclose the nature and type of services in-kind received during the reporting
period.

The municipality recognise services in-kind that are significant to its operations and/or service delivery objectives as assets and
recognise the related revenue when it is probable that the future economic benefits or service potential will flow {o the
municipality and the fair value of the assets can be measured reliably.

Services in-kind includes services provided by individuals but also includes right of to use of an asset, without charge, but may
be subject to stipulations

For the recognition criteria of the services in-kind to be recognised, refer to the section on assets. These assets are, however,
immediately consumed and a transaction of equal value is also recognised to reflect the consumption of the service. In many
cases the entity will recognise an expense for the consumption of the service

To the extent that the service in-kind is significant to the operations and/or service delivery objectives of the recipient of such a
service in-kind and it meets the criteria for recognition, although there maybe uncertainties surrounding services in-kind,
including the ability to exercise control over the services, and measuring the fair value of the service.

Basis on which the fair value has been measured has considered fact that the service in kind is received from Department of
Public Works and the department does not have to comply with GRAP they are on Cash payments basis and have only valued
the buildings in 2013 financial period with the inclusion that yearly escalations are between 7,5% to 8,5%

Where services in-kind are not significant to the municipality's operations and/or service delivery objectives and/or do not
satisfy the criteria for recognition, the municipality disclose the nature and type of services in-kind received during the reporting
period.

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.
1.12 Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.

1.13 Borrowing costs

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.

Borrowing costs are recognised as an expense in the period in which they are incurred.
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1.14 Accounting by principals and agents
Identification

An agent is an entity that has been directed by another entity (a principal), through a binding arrangement, to undertake
transactions with third parties on behalf of the principal and for the benefit of the principal.

A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions with
third parties on its behalf and for its own benefit.

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

Identifying whether an entity is a principal or an agent

When the municipality is party to a principal-agent arrangement, it assesses whether it is the principal or the agent in
accounting for revenue, expenses, assets and/or liabilities that resuit from transactions with third parties undertaken in
terms of the arrangement.

The assessment of whether an municipality is a principal or an agent requires the municipality to assess whether the
transactions it undertakes with third parties are for the benefit of another entity or for its own benefit..

The municipality has an arrangement with CETA where the municipality is responsible for paying learner stipends, CETA
has signed agreements with learners and municipality is entitled to administrations and rural allowance fees.t

The municipality does not determine the significant terms and conditions of the contract, as CETA identifies the
beneficiaries of the programme, and identifies how much should be paid by each beneficiary

Binding arrangement

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

Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as a
principal or an agent.

(a) A description of any resources (including the carrying value and description of any assets recognised) that are held on
behalf of a principal, but recognised in the agent's own financial staterments. Such disclosure shall include

(i) the remittance of any resources during the period, as well as the expected timing of remittance of any remaining
resources to the principal; and

(ii) risks that are transferred from the principal to the agent (if any), including risks flowing to the entity as a result of its
custodianship over the resources held on behalf of a principal

(b)The aggregate amount of revenue that the entity recognises as compensation for the transactions carried out on behalf
of the principal; and

(c) a description of any liabilities incurred on behalf of a principal that have been recognised by the entity, as well as any
corresponding rights of reimbursement that have been recognised as assets.

Assessing which entity benefits from the transactions with third parties

When the municipality in a principal-agent arrangement concludes that it undertakes transactions with third parties for the
benefit of another entity, then it is the agent. If the municipality concludes that it is not the agent, then it is the principal in
the transactions.

The municipality is an agent when, in relation to transactions with third parties, all three of the following criteria are present:
. It does not have the power to determine the significant terms and conditions of the transaction.
. It does not have the ability to use all, or substantially all, of the resources that result from the transaction for its
own benefit.
. It is not exposed to variability in the results of the transaction.

Where the municipality has been granted specific powers in terms of legislation to direct the terms and conditions of
particular transactions, it is not required to consider the criteria of whether it does not have the power to determine the
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgement in
determining whether such powers exist and whether they are relevant in assessing whether the municipality is an agent.
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1.14 Accounting by principals and agents {continued)
Recognition

The municipality, as a principal, recognises revenue and expenses that arise from transactions with third parties in a
principal-agent arrangement in accordance with the requirements of the relevant Standards of GRAP.

The municipality, as an agent, recognises only that portion of the revenue and expenses it receives or incurs in executing
the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of GRAP.

The municipality recognises assets and liabilities arising from principal-agent arrangements in accordance with the
requirements of the relevant Standards of GRAP.

1.15 Comparative figures

When the presentation or classification of an item in the annual financial statements are amended, comparative amounts are
reclassified.

1.16 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.

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.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.18 lrregular expenditure

Irregular expenditure as defined in section 1 of the MFMA, in relation to a municipality or municipal entity, means-
(a) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a
requirement of this Act, and which has not been condoned in terms of section 170;

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a
requirement of the Municipal Systems Act, and which has not been condoned in terms of that Act;

(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the Public
Office-Bearers Act, 1998 (Act No. 20 of 1998); or;

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a
requirement of the supply chain management policy of the municipality or entity or any of the municipality's by-laws giving
effect to such policy, and which has not been condoned in terms of such policy or by-law

but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure”.

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register. In
such an instance, no further action is also required with the exception of updating the note to the financial statements.
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1.18 lrregular expenditure (continued)

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of
updating the note to the financial statements.

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
irregular 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 irregular expenditure register must also be updated accordingly. If the irregular expenditure has not
been condoned and no person is liable 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 register.

1.19 Use of estimates

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the municipality’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in the relevant sections of the financial statements. Although these
estimates are based on management'’s best knowledge of current events and actions they may undertake in the future, actual
results ultimately may differ from those estimates.

Estimates in the financial statements include but are not limited to the following:
- Depreciation

- Bad debts,

- Long service awards

1.20 Segment information

Management does monitor performance geographically but does not at present have reliable separate financial information for
decision making purposes. Processes have been put in place to generate this information at a transaction level and in the
most cost effective manner

:The grouping of these segments is consistent with the functional classification of government activities which considers the
nature of the services, the beneficiaries of such services and the fees charged for the services rendered (if any).

Segmental information on property, plant and equipment, as well as income and expenditure,

based on the International Government Financial Statistics classifications and the budget formats

The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. The jurisdiction of Thabo
Mofutsanyana District Municipality comprises of the following local municipalities:

- Maluti-A-Phofung Local Municipality
- Dihlabeng Local Municipality

- Setsoto Local Municipality

- Mantsopa Local Municipality

- Nketoana Local Municipality

- Phumelela Local Municipality

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the financial
statements.

1.21 Offsetting

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of
GRAP.
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1.22 Budget information

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance outcome
objectives. Deviations between budget and actual amounts are regarded as material differences when more than 10%
deviation exists. Refer to Note 39 for all material differences explained.

The approved budget covers the fiscal period from 2022/07/01 to 2023/06/30. The financial statements are prepared on the
accrual basis of accounting, and the budget is prepared on the accrual basis. A comparison with the budgeted amounts for the
reporting period has been included in the Statement of comparison of budget and actual amounts.

The annual budget figures have been prepared in accordance with the GRAP standard. The amounts are scheduled as a
separate additional financial statement, called the Statement of comparison of budget and actual amounts.

Explanatory comment is provided in the notes to the annual financial statements giving reasons for significant individual
variances between budgeted and actual amounts. These figures are those approved by the Council at the beginning and during
the year following a period of consultation with the public as part of the Integrated development plan. The budget is approved
on accrual basis.

The Statement of comparison of budget and actual amounts has been included in the financial statements as the -
recommended disclosure when the financial statements and the budget are on the same basis of accounting as determined by

National Treasury.
1.23 Related parties

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South
African Government. As a consequence of the constitutional independence of the three spheres of government in South Africa,
only entities within the national sphere of government are considered to be related parties.

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to
perform such functions.

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.

Close members of the family of a person are considered to be those family members who may be expected to influence, or be
influenced by, that management in their dealings with the municipality.

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial
and/or operating decisions. Management is regarded as a related party and comprises the councillors, Executive Mayor,
Mayoral Committee members, Municipal Manager, executive directors and all other managers reporting directly to the
Municipal Manager or as designated by the Municipal Manager.

1.24 Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the
date when the financial statements are authorised for issue. Two types of events can be identified:
o 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 all material non-adjusting events, where non-disclosure could influence the economic decisions
of users taken on the basis of the financial statements.
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1.25 Conditional grants and receipts

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

Revenue from conditional grants is recognised when it is probable that the economic benefits or service potential will flow to
the municipality, the amount of the revenue can be measured reliably and to the extent that there has been compliance with
any restrictions associated with the grant.

Recognition

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 & 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.

1.26 Commitments

The term ‘commitments’ is not defined in any of the standards but may be referred to as the intention to commit to an outflow
from the entity of resources embodying economic benefits. Generally, a commitment arises when a decision is made to incur a
liability e.g. a purchase contract. Such a decision is evidenced by, but not limited to, actions taken to determine the amount of
the eventual resource outflow or a reliable estimate e.g. a quote, and conditions to be satisfied to establish an obligation e.g.
delivery schedules. These preconditions ensure that the information relating to commitments is relevant and capable of reliable
measurement. An entity may enter into a contract on or before the reporting date for expenditure over subsequent accounting
periods e.g. a contract for construction of infrastructure assets, the purchase of major items of plant and equipment or
significant consultancy contracts. In these events, a commitment exists at the reporting date as the entity has contracted for
expenditure but no work has started and no payments have been made. The notes to the financial statements must disclose
the nature and amount of each material individual and each material class of capital expenditure commitment as well as non-
cancellable operating leases contracted for at the reporting date. Commitments for the supply of inventories, where a liability
under a contract has not yet been recognised, do not require disclosure as a commitment.

1.27 Statutory receivables
Identification

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

Cddddarrying amount is the amount at which an asset is recognised in the statement of financial position.

The cost method is the method used to account for statutory receivables that requires such receivables to be measured at their
transaction amount, plus any accrued interest or other charges (where applicable) and, less any accumulated impairment
losses and any amounts derecognised.

Nominal interest rate is the interest rate and/or basis specified in legislation, supporting regulations or similar means.
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1.27 Statutory receivables (continued)

The transaction amount (for purposes of this Standard) for a statutory receivable means the amount specified in, or calculated,
levied or charged in accordance with, legislation, supporting regulations, or similar means.

Recognition

The municipality recognises statutory receivables as follows:

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

. if the transaction is a non-exchange transaction, using the policy on Revenue from non-exchange transactions
(Taxes and transfers); or

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

Initial measurement
The municipality initially measures statutory receivables at their transaction amount.
Subsequent measurement

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

e interest or other charges that may have accrued on the receivable (where applicable);

. impairment losses; and

. amounts derecognised.

Accrued interest

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

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

Derecognition

The municipality derecognises a statutory receivable, or a part thereof, when:

s the rights to the cash flows from the receivable are settled, expire or are waived,;

«  the municipality transfers to another party substantially all of the risks and rewards of ownership of the receivable; or

+  the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has
transferred control of the receivable to another party and the other party has the practical ability to sell the receivable
in its entirety to an-unrelated third party, and is able to exercise that ability unilaterally and without needing to impose
additional restrictions on the fransfer. In this case, the entity:
- derecognise the receivable; and _
- recognise separately any rights and obligations created or retained in the transfer.

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

1.28 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 at least the next 12 months.

Municipality has an arrangement with CETA where the municipality is responsible for paying learner stipends, CETA has
signed agreements with learners and municipality is entitled to administrations and rural allowance fees.
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The municipality does not determine the significant terms and conditions of the contract, as CETA identifies the beneficiaries of
the programme, and identifies how much should be paid by each beneficiary

Significant terms and conditions of the arrangements did not change during the reporting period

(a) A description of any resources (including the carrying value and description of any assets recognised) that are held on
behalf of a principal, but recognised in the agent's own financial statements. Such disclosure shall include:

(i) the remittance of any resources during the period, as well as the expected timing of remittance of any remaining resources
to the principal; and

(ii) risks that are transferred from the principal to the agent (if any), including risks flowing to the entity as a result of its
custodianship over the resources held on behalf of a principal;

(b)The aggregate amount of revenue that the entity recognises as compensation for the transactions carried out on behalf of
the principal; and

(c) a description of any liabilities incurred on behalf of a principal that have been recognised by the entity, as well as any
corresponding rights of reimbursement that have been recognised as assets.
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Figures in Rand 2023 2022

2. New standards and interpretations
2.1 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 2023 or later periods:

GRAP 104 (amended): Financial Instruments

Following the global financial crisis, a number of concerns were raised about the accounting for financial instruments. This
included that (a) information on credit losses and defaults on financial assets was received too late to enable proper
decision-making, (b) using fair value in certain instances was inappropriate, and (c) some of the existing accounting
requirements were seen as too rules based. As a result, the International Accounting Standards Board® amended its
existing Standards to deal with these issues. The IASB issued IFRS® Standard on Financial Instruments (IFRS 9) in 2009
to address many of the concemns raised. Revisions were also made to IAS® on Financial Instruments: Presentation and the
IFRS Standard® on Financial Instruments: Disclosures. The IPSASB issued revised International Public Sector Accounting
Standards in June 2018 so as to align them with the equivalent IFRS Standards.

The revisions better align the Standards of GRAP with recent international developments. The amendments result in better
information available to make decisions about financial assets and their recoverability, and more transparent information on

financial liabilities.

The most significant changes to the Standard affect:
- Financial guarantee contracts issued

- Loan commitments issued

- Classification of financial assets

- Amortised cost of financial assets

- Impairment of financial assets

- Disclosures

The effective date of the amendment is not yet set by the Minister of Finance.

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

GRAP 103 (as amended 2016): Heritage Assets

Amendments to the Standard of GRAP on Heritage Assets resulted from inconsistencies in measurement requirements in
GRAP 23 and other asset-related Standards of GRAP in relation to the treatment of transaction costs. Other changes
resulted from editorial changes to the original text.

The most significant changes to the Standard are:

- General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired in non-
exchange transactions to be in line with the principle in GRAP 23 (paragraph .12); and To clarify the measurement principle
when assets may be acquired in exchange for a non-monetary asset or assets, or a combination of monetary and non-

monetary assets
The effective date of the amendment is not yet set by the Minister of Finance.

The municipality expects to adopt the amendment for the first time when the Minister sets the effective date for the
amendment.
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2023 2022
Restated*
3. Financial assets by category
The accounting policies for financial instruments have been applied to the line items below:
June 2023 Financial Total
assets at
amortised cost
Receivables 8 314 482 8 314 482
Cash and cash equivalents 44 264 697 44 264 697

52579179 52579179

June 2022 Financial Total
assets at
- amortised cost
Receivables 5 744 800 5 744 800
Cash and cash equivalents 46903 362 46 903 362

52648162 52648 162

4. Receivables from exchange transactions

Sundry debtors 51562 078 2 557 817
Suspense account - unidentified payment 304 143 304 143
Impairment provision (693 688) (693 688)

4762533 2168 272

Credit quality of trade and other receivables

The credit quality of receivables from exchange transactions that are neither past nor due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty default rates.

Receivables from exchange and non-exchange transactions impaired

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention
of the holder of the asset about the following loss events:

- The impairment of receivables is based on the continuous reassessment debtor accounts to identify doubtful accounts on
basis of persistent default on payment of the accounts and the probability of payment.

As of 30 June 2023, R 3, 169, 146 (30 June 2022: R 3, 526 ,919) receivables from exchange and non-exchange
transactions were impaired and provided for.

The ageing of these receivables from exchange and non-exchange transactions is as follows:

Gross receivables

3 to 6 months 345 687 1545176
Over 3 to 6 months B -
Over 6 months 7 968 795 4 199 623

8 314 482 5749 142

Reconciliation of impairment of receivables from exchange and non-exchange transactions

Opening balance 3526 919 3526919
Provision for impairment reversed (357 252) -

* See Note 42 & 38
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2023 2022
Restated*
4. Receivables from exchange transactions (continued)
3 169 667 3526 919
5. Receivables from non-exchange transactions
Unsolicited debit orders 3000 3000
Overpayment to Municipal Officials 29 814 29 814
Seconded councillors salaries over payment 1784 288 1784 288
Councillors over payment 691 170 696 033
Municipal Manager overpayment 349 989 375989
Impairment (2475458) (2833231)
382 803 55 893
6. Cash and cash equivalents
Cash and cash equivalents consist of:
Bank balances 12 655 110 13 651 947
Short-term deposits 31609587 33251415
44 264 697 46 903 362

The municipality had the following bank accounts

Account number / description Bank statement balances

Cash book balances

30 June 2023 30 June 2022 30 June 2021 30 June 2023 30 June 2022 30 June 2021

ABSA BANK - Cheque Account 12655 110 13 651 947 1767473 12665110 13651947 1767473
- 770-150-841

ABSA BANK - Liquidity Plus - 63 63 - 63 63 -
932-530-0160

ABSA BANK - Fixed Deposit - 3313049 3185318 3068 236 3313049 3185318 3068 236
409-474-0923

ABSA BANK - Fixed Deposit - 18339570 17 025 866 1505126 18 339570 17 025 866 1505 126
935-501-3452

ABSA BANK - Fixed Deposit - 3292 446 6 789 401 5 755 068 3292 446 6 789 401 5755 068
935-762-5891 ’

NEDBANK - FIXED DEPOSIT - 6 664 459 6250767 20 840694 6 664 459 6250 767 20 840 694
3788-1151-676/000002

Total 44264697 46903362 32936597 44274697 46903 362 32936 597

* See Note 42 & 38
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2023 2022
Restated*
9. Payables from exchange transactions
Trade payables 5 887 740 7 945 170
Accrued leave pay 7 948 104 7112178
Accrued bonus 1 853 658 1 494 651
UIF over deducted from employees 193 496 193 496
Councillors salaries under payments 6 637 6 637
15889635 16 752132
10. Unspent conditional grants and receipts
Unspent conditional grants and receipts comprises of:
Unspent conditional grants and receipts
Rural Roads Assets Management System Grant 337 122
Movement during the year
Balance at the beginning of the year - 910 202
Additions during the year 18229 000 23 306 000
Income recognition during the year (17 891 878) (23 306 000)
Deducted from equitable share grant - (910 202)
337 122 -

The nature and extent of government grants and their conditions, restrictions and other contingencies attached to these
government grants have to be fuifilled and hence recognised in the annual financial statements as conditional grants

See note 12 for reconciliation of grants from National/Provincial Government.
11. Employee benefit obligation

Reconciliation of employee benefit obligation - 2023

Opening Additions Reversed Total
Balance during the
. year
Employee benefit obligation - current 906 000 763 000 - 1 669 000
Employee benefit obligation - non-current 10 558 000 - (1 352 000) 9 206 000
11 464 000 763 000 (1352000) 10875000
Reconciliation of employee benefit obligation - 2022
Opening Additions Total
Balance
Employee benefit obligation - current 864 389 41 611 906 000
Employee benefit obligation - non-current 10 251 000 307 000 10558 000
11 115 389 348 611 11 464 000

Long service awards
Valuation method
The Projected Unit Credit Method is used to determined the present value of the defined benefit obligation.

The defined benefit obligation

* See Note 42 & 38
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11. Employee benefit obligation {continued)

The defined benefit liability as disclosed below are represented by two different post-employment benefits. None of the
benefits set out below are externally funded.

Post-retirement medical aid plan Active members receive a fixed subsidy of 70% of medical aid contributions during the
current working year, up to a specified maximum employer contribution. The spouse or adult dependant of an active
member is entitled to a 70% subsidy of their contributions. This proportion of the subsidy will continue to be paid in the
event of the principal member’'s death.

Continuation members receive a fixed subsidy of 70% of medical aid contributions during the current working year, up to a
specified maximum employer contribution. The spouse or adult dependant of a continuation member is entitled to a 70%
subsidy of their contributions.

Long service award

Long service awards are payable to qualifying in-service employees. The leave benefits are in accordance with paragraph
11 of the South African Local Government Bargaining Council (SALGBC) collective agreement on conditions of service for
the Free State division of SALGBC.

The amount recognised in the statement of financial position are as follows for 2023:

Long-service Post-retirement Total
leave benefits  health care

benefits

Balance as at 30 June 2023 (4881000) (6583000) (11464 000)
Current service cost (565 000) (119 000) (684 000}
Interest cost (577 000) (771 000) (1 348 000)
Actuarial (loss) - experience variance 433 000 1292 000 1725 000
Benefits payments 637 000 259 000 896 000

(4 953 000) (5922000) (10875 000)
The amount recognised in the statement of financial position are as follows for 30 June 2022:

Long-service Post-retirement Total

leave benefits  health care

benefits
Balance as at 30 June 2022 (4695003) (6420386) (11115389
Current service cost (524 000) (98 000) (622 000)
Interest cost (535 000) (670 000) (1 205 000)
Actuarial (loss) - experience variance 575 000 213 000 788 000
Benefits payments 373 000 319 000 692 000
(4 806 003) (6 656 386) (11 462 389)

* See Note 42 & 38
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11. Employee benefit obligation (continued)
Discount rate

GRAP 25 defines the determination of the Discount rate assumption to be used as follows:

“The discount rate that reflects the time value of money is best approximated by reference to market yieids at the reporting
date on government bonds. Where there is no deep market in government bonds with a sufficiently long maturity to match
the estimated maturity of all the benefit payments, an entity uses current market rates of the appropriate term to discount
shorter term payments, and estimates the discount rate for longer maturities by extrapolating current market rates along the
yield curve.”

The nominal and real zero curves as at 30 June 2023 supplied by the JSE were used to determine our discount rates and
CPI assumptions at each relevant time period For example a liability which pays out in 1 year will be discounted at a
different rate than a liability which pays out in 30 years.

The Net Effective Discount Rate is different for each relevant time period of the yield curves’ various durations and therefore
the Net Effective Discount Rate is based on the relationship between the (yield curve based) Discount Rate for each
relevant time period and the (yield curve based) Salary Inflation for each relevant time period.

Membership Data
Key features of the membership data used in the valuation of post-retirement healthcare subsidy are summarised below:

Current employees 2023 2022

- Number of current employees

Males 4 4
Females 1 1

- Average age of employees

Males 63,6 61,8
Females 57,0 56,0

- Average years of past service

Male 29,60 30,4
Female 24,70 23,7

- Average total monthly premium of Principal members (R)

Male R 5, 460 R 5, 080
Female R 2,310 R 2,190
- Average total monthly premium of Adult dependants (R)

Male R- R -
Female R- R -

Continuation members
- Number of continuation members

Male 2 2
Female 1 1
-Average age of continuation members

Male 74,1 67,7
Female 84,00 84,0

- Actual percentage married

Male 100% 100%
Female 0% 0%

- Average total monthly premium of Principal members (R)

Male R 7,200 R 6, 510
Female R 0,00 R 4,720
- Average total monthly premium of Adult dependants (R)

Male R- R-
Female R- R -

* See Note 42 & 38
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11. Employee benefit obligation (continued)
Breakdown of Defined Benefit Obligation

The table below provides a breakdown of the defined benefit obligation between active and continuation members as at the
current and previous valuation dates:

Breakdown of defined benefit obligation (R'000) 30 June 2023 30 June 2022 30 June 2021
Active members 3762 4225 4693
Continuation members 2 160 2 358 1654

5922 6 583 6 347

Post-retirement healthcare subsidy sensitivities

The value of the liabilities is particularly sensitive to the assumed rate of healthcare cost inflation. The table below sets out
the sensitivity of the vaiuation resulf to a 1% increase and 1% decrease in the assumed healthcare cost of inflation
assumption.

This is regarded as important management information. The GRAP 25 accounting standard also requires this sensitivity to
be disclosed in the annual financial statement.

Healthcare cost inflation sensitivity (R'000) 1% decrease Base 1% increase
Defined benefit obligation (5 453) (5 922) (6 455)
Service cost (next financial year) (683) (744) (813)
Interest cost (next financial year) 37 (42) 47)
(6 173) (6 708) (7 315)

Assumptions used

The economic assumptions for the 30 June 2023 valuation are shown in the table below, and compared to those
used for the respective roll-back valuations.

Long service awards sensitivities (R'000) 1% decrease Base 1% increase
Total accrued liability (4 689) (4 953) (5242)
Current service cost (516) (651) (590)
Interest cost (598) (634) 674)
(5 803) (6 138) (6 5086)

Discount rate

GRAP 25 defines the determination of the Discount rate assumption to be used as follows: “The discount rate that reflects
the time value of money is best approximated by reference to market yields at the reporting date on government bonds.
Where there is no deep market in government bonds with a sufficiently long maturity to match the estimated maturity of all
the benefit payments, an entity uses current market rates of the appropriate term to discount shorter term payments, and
estimates the discount rate for longer maturities by extrapolating current market rates along the yield curve.” .

*Statement of Financial Position (herein referred to as the “balance sheet”).
We use the nominal and real zero curves as at 30 June 2023 supplied by the JSE to determine our discounted rates and

CPI assumptions at each relevant time period. For example, a liability which pays out in 1 year will be discounted at a
different rate than a liability which pays out in 30 years.

* See Note 42 & 38
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11. Employee benefit obligation (continued)

The Net Effective Discount Rate is different for each relevant time period of the yield curves’ various durations and therefore
the Net Effective Discount Rate is based on the relationship between the (yield curve based) Discount Rate for each
relevant time period and the (yield curve based) Salary Inflation for each relevant time period.

Normal Salary Inflation Rate

We have derived the underlying future rate of consumer price index inflation (CP! inflation) from the relationship between
the (yield curve based) Conventional Bond Rate for each relevant time period and the (yield curve based) Inflation-linked
Bond rate for each relevant time period. Our assumed rate of salary inflation was set as the assumed value of CPI plus 1%.
The salaries used in the valuation include an assumed increase on 01 July 2023 of 5.4%. The next salary increase was
assumed to take place on 01 July 2024.

In addition to the normal salary inflation rate, we assumed the following promotional salary increases:

‘Promotional Salary Increase Rates

Age Band 2023 2022
Promotional  Promotional
Increase %  Increase %

20 -24 5 5
25-29 4 4
30-34 3 3
35-38 2 2
40 - 44 1 1

Healthcare cost inflation

The Medical Aid Contribution Inflation rate was set with reference to the past relationship between
the (yield curve based) Discount Rate for each relevant time period and the (yield curve based)
Medical Aid Contribution Inflation for each relevant time period.

South Africa has experienced high health care cost inflation in recent years. The annualised

compound rates of increase for the last ten years show that registered medical aid schemes

contribution inflation outstripped general CPI by almost 3% year on year. We do not. consider these

increases to be sustainable and have assumed that medical aid contribution increases would outstrip general inflation by
1% per annum over the foreseeable future.

Demographic assumptions

This section contains the demographic assumptions used in the valuation. The mortality tables used have not
been presented, as they are standard tables, which are widely used.

The demographic assumptions for the 30 June 2023 valuation and compared to those used for the previous valuations are
shown in the tables below.

Summary of key demographic assumptions 30 June 2022 & 2023

Pre-retirement mortality SA85-90 mortality tables
used. No explicit assumption
was made about additional
mortality or health care costs
due to AIDS.

* See Note 42 & 38
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11. Employee benefit obligation (continued)

Post-retirement mortality PA(90) mortality tables used.
No explicit assumption was

made about additional
mortality or health care costs

due to AIDS.

Withdrawal See rationale for
demographic assumption
below

Expected retirement age 65 years for males and
females

Percentage married for in-service See rationale for

members demographic assumption
below

Spouse and principal member age Males 5 years older than

difference females

Employees’ continuation percentage at 90.00%

retirement

Percentage of widows continuing 10.00%

membership

Rationale for demographic assumptions

For many of the demographic assumptions, particularly mortality rates, the small size of the membership
precludes the use of assumptions based on past experience of the particular scheme. Thus, assumptions are set
which are consistent with market practice and with investigations performed where there is a significant

amount of data.

Pre-retirement mortality

The pre-retirement mortality table most commonly used in the retirement industry (for similar sub-popuiations
in South Africa) is SA 85-90 (Light). However, given apparent improvements in mortality with active members
living longer, we have rated the SA 85-90 (Light) table down by one year for both males and females. This
means that the mortality rate assumed for an individual in the valuation is the rate provided in the table for an
individual at age one year younger.

Post-retirement mortality

PA (90) is commonly used in the retirement industry. However, given the fact that pensioners are living longer
than at the time the table was compiled, we have rated the PA (90) table down by one year for both males and
females. This means that the mortality rate assumed for an individual in the valuation is the rate provided in
the table for an individual one year younger.

There is a strong argument for inclusion of mortality improvements in the assumption (1.00% to 1.50% p.a. at
all ages would be reasonable), given the improvements that have occurred at the post-retirement ages in most
developed countries over the past forty years, as well as the evidence of improvements observed by larger

actuarial service providers in South Africa. We therefore included a 1% per annum moriality improvement
factor from 2010 onwards.

Withdrawal assumption

In the absence of credible past withdrawal data of this particular scheme, the withdrawal assumptions have
been set in line with those generally observed in the South African market.

The table below shows the annual withdrawal rates for the valuation, differentiated by age.

Withdrawal assumption age Males Females

* See Note 42 & 38
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11. Employee benefit obligation (continued)
20-24 16,00% 24,00%
25-29 12,00% 18,00%
30-34 10,00% 15,00%
35-39 8,00% 10,00%
40- 44 6,00% 6,00%
45 - 49 4,00% 4,00%
50- 54 2,00% 2,00%
55 - 59 1,00% 1,00%
60+ 0,00% 0,00%

Assumed retirement age

The assumed retirement age of 83 years for current employees is based on the normal retirement age of the
employer of 65 years for all employees, including allowance for ill-health and early retirements. This assumption is in
respect of both males and females.

Spouse and principal member age difference

We have assumed that males are 5 years older than females for active and continuation members.

Typically, the actual age of continuation members’ spouses would be used in valuations, although this detail
could not be provided by the employer, and thus the above assumption was applied. .

Child dependants

No value has been placed on benefits payable to child dependants. The impact is likely to be immaterial and not
allowing for child dependants is generally applied by other actuaries in the market place ’

Percentage married assumption

We have assumed that 90% of all active members (both male and female), will be married at retirement,
whereas actual marital status was used for continuation members.

12. Government grants and subsidies

Operating grants

Equitable share 130459000 126 106 000
Financial Management Grant 2 300 000 2 300 000
Expanded Public Works Programme Integrated Grant 5 356 000 5 548 000
Rural Roads Assets Management System Grant 2235878 2 458 000

- 72918

Local Government Sector Education and Training Authority Grant
Waste Management Grant (Kestel Lab) - 5 000 000
Energy Efficiency and Demand Side Management Grant 8 000 000 10 000 000

148 350 878 151 484 918

Conditional and Unconditional

Included in above are the following grants and subsidies received:

Conditional grants received 18 229 000 20378918
Unconditional grants received 130459000 131 106 000

148 688 000 151 484 918

Equitable Share

*See Note 42 & 38
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12. Government grants and subsidies {continued)
Current-year receipts 130459000 126 106 000
Conditions met - transferred to revenue (130 459 000) (125 196 000)
Other - (910 000)
This grant is used by the municipality, mainly to fund its operational activities.
Rural Roads Assets Management System Grant
Balance unspent at beginning of year - 910 202
Current-year receipts 2 573 000 2 458 000
Conditions met - transferred to revenue (2 235 878) (2 458 000)
Other - (910 202)

337122 -

The purpose of the grant is for the provision of systems to collect rural road, traffic data and rural access of bridges.
Expanded Public Works Programme Integrated Grant

Current-year receipts 5 356 000 5 548 000
Conditions met - transferred to revenue (5 356 000) (5 548 000)

This grant is used to expand job creation efforts in specific focus areas, where labour intensive delivery methods can be
maximized.

Energy Efficiency and Demand Side Management Grant

Current-year receipts 8 000 000 10 000 000
Conditions met - transferred to revenue (8 000 000) (10 000 000)

This grant is used to implement EEDSM initiatives within municipal infrastructure in order to reduce electricity consumption
and improve energy efficiency

Local Government Sector Education and Training Authority Grant

Current-year receipts - 72918
Conditions met - transferred to revenue - (72 918)

The purpose of the grant is to improve the effectiveness and efficiency of the skills development through provision of
bursaries and promotion and support of theoretical learning with workplace training.

Financial Management Grant (FMG)

Current-year receipts 2 300 000 2 300 000
Conditions met - transferred to revenue (2300 000) (2 300 000).

* See Note 42 & 38
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12. Government grants and subsidies (continued)

The purpose of the grant is to promote and support reforms in financial management by building capacity in municipalities
to implement the MFMA

Kestel Lab Waste Management Grant

Current-year receipts - 5000 000
Conditions met - transferred to revenue - (5 000 000)

13. interest received - investments

Interest revenue
Bank 4501 199 2 373 665

14. Service in Kind revenue

The building that TMDM operates in is owned but the Department of Public Works and the department provided for the
expenses below on behalf of the Municipality. The services in kind are as follows;

Service in kind revenue 6 237 502 5750872

Basis on which the fair value has been measured has considered fact that the service in kind is received from Department
of Public Works and the department does not have to comply with GRAP they are on Cash payments basis and have only
valued the buildings in 2013 financial period with the inclusion that yearly escalations are between 7,5% to 8,5

15. Sundry income

Tender documents 13 000 41 400
Other income 577 017 434014

590 017 475414

16. Depreciation and amortisation

Property, plant and equipment 2713771 3624 595
Intangible assets 53 319 258 125

2767 090 3882720

17. Finance costs

Actuarial interest costs 1 348 000 1 205 000

* See Note 42 & 38
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18. Operational expenses
Advertising 1657 237 1643 8386
Auditors remuneration 3511374 3845035
Awareness campaign -Energy efficiency programme 128 522 92 173
Bank charges 122 419 159 493
Bursary fund 1525 965 1 186 457
Cleaning and consumables 92 013 161 292
Catering 2 338 601 999 280
Disaster recovery services 990 000 1165 600
District audit committee 335012 361 898
District Development Model - 854 895
Donations 1 055 091 -
Events management 1415147 697 691
ICT and programming - -
Internet services 636 922 481 791
Installation of energy efficient lights 5775826 7 560 000
Insurance 858 667 718 722
IT infrastructure support & maintenance 479 563 156 000
Legal Fees 1118 929 6 000 938
District tourism 63 562 -
Magazines, books and periodicals 314 510 135 687
Motor vehicle expenses 1 987 889 1 348 937
Personal Protective Equipment, sanitizers and sanitizer stands 112 700 204 513
Printing and stationery 1077 737 1079672
Repairs and maintenance 1866714 2320 593
Rural community support 578 966 25 661
RRAMS Programme - Disbursement expenses 580 087 1 058 334
Sampling of food and water 230 702 235 461
Service in kind expenditure (Rental expense) 6 237 502 5750 872
Software and licenses 2666 110 916 025
Subscriptions and membership fees 2 374 941 1000 706
SMME Development - 467 053
Telephone and fax 1 358 513 1370082
Training 264 525 519533
Transport 1637 543 918 450
Travel and subsistence 1950 679 1760 944
Uniform and protective clothing 17 000 1150
Rental: Vehicles - 841 128 333040
Youth development programme - Entrepreneur support 22 300 -

46 224 396 45531 264

* See Note 42 & 38
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19. Remuneration related cost
Acting allowances 520 734 194 228
Basic 55 342 134 51 050 045
Bargaining council levies 629 681 16 421
Bonus 4161730 3 560 629
Car allowance 11 707 824 9 689 662
Cell phone allowance 937 350 840 878
Current service costs 684 000 622 000
EPWP Wages 5789 769 5689 726
Housing benefits and allowances 346 554 342 031
Leave redemption and provision 2 260 966 977 069
Medical aid - company contributions 4 602 041 4 608 837
Overtime payments 60 446 57 890
Pension fund contributions 8 177 552 7 261 339
SDL 775 516 661 781
UIF 285 457 239 576
Shift allowance 1 345 323 971 039
Long-service awards 379 062 239428
Less: Post Retirement Healthcare Subsidy and Long service benefits (892 000) (692 000)

97 114 139 86 330 579
Remuneration of Accounting Officer - Ms. TPM Lebenya
Annual Remuneration 896 297 1 135 969
Car allowance 185 314 250 668
Contributions to UIF, Medical and Pension Funds 12 561 15 654
Travel, motor car, accommodation, subsistence and other allowance 41 503 17 026
Cell phone allowance 23 250 30 000
Leave paid out 292 730 -

1 451 655 1449 317

Ms. Lebenya's term ended 30 November 2022 and she was appointed from 9 February 2023 to 31 January 2028.
Remuneration of Acting Accounting Officer - Mr. SK Khote
Annual remuneration 437 952 947 863
Car allowance 77 333 185 600
Acting allowance 7 691 -
Contributions to UIF, Medical and Pension Funds 6 061 1785
Leave paid out 328 094 -
Cellphone allowance . 10 000 24 000
Travel, motor car, accommodation, subsistence and other allowance - 11936

867 131 1171184

Mr. Khote was appointed from 1 December 2017 and his term ended 30 November 2022.

* See Note 42 & 38
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19. Remuneration related cost (continued)
Remuneration of Acting Executive Manager Corporate Service - Ms Ngobese NE & Mr Ngwenya MGB
Ms. Ngobese NE
Annual Remuneration 366 688 294 300
Car allowance 110 007 87 390
Contributions to UIF, Medical and Pension Funds 90 427 71638
Travel, motor car, accommodation, subsistence and other allowance 24 357 -
Cell phone allowance 9000 7 500
Leave paid out 132 020 -
Acting allowance 98 538 -

831 037 460 828

Ms. ME Ngobese was appointed as the acting Director Corporate Services from 01 December 2022 to 31 May 2023 and

remuneration paid to her for acting amounts to R 98 537.64

Mr Ngwenya MGB
Annual Remuneration 61115 58 260
Car allowance 18 334 17 478
Contributions to UIF, Medical and Pension Funds 16 435 16 113
Cell phone allowance 1500 1500
Housing allowance 1012 965
Acting allowance 16 423 -
114 819 94 316

Mr. MGB Ngwenya was appointed as the acting Director Corporate Services for June 2023 and the remuneration paid to

him for acting amounts to R16 422.94.

* See Note 42 & 38
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19. Remuneration related cost (continued)
Remuneration of Director Community Services - Mr. S Lengoabala
Annual Remuneration 1096 700 786 683
Car allowance 210000 210 000
Travel, motor car, accommodation, subsistence and other allowance 82 449 9 559
Contributions to UIF, Medical and Pension Funds 16 878 12 358
Housing allowance 60 000 60 000
Cell phone allowance 24 000 24 000
Acting allowance 85 226 -
1575 253 1102 600
Mr. Lengoabala was appointed on the 01 March 2020 to 28 February 2025.
Remuneration of Chief Financial Officer - Ms. NL Gqoli
Annual remuneration 478 390 746 368
Car allowance 121 215 207 797
Contributions to UIF, Medical and Pension Funds 104 614 194 923
17 742 9743
Cell phone allowance 14 000 24 000
Annual bonus 57 838 57 838
Leave paid out 189 982 -
983 781 1 240 669
Ms. Gqoli was appointed as the Chief Financial Officer from 1 February 2018 to the 31 January 2023.
Remuneration of Acting Chief Financial Officer - Mr. MD Mhlahlo
Annual Remuneration 352 434 335972
Car allowance 105 730 100 791
Contributions to UIF, Medical and Pension Funds 79 883 77 384
“Travel, motor car, accommodation, subsistence and other allowance 4 899 -
Cell phone allowance - 7 500 7 500
Housing allowance 5059 4823
Annual bonus 70 486 67 194
Acting allowance 59 771 25995
685 762 619 659

Mr. MD Mhlahio was appointed as the acting Chief Financial Officer from 01 February 2023 to 30 June 2023 and the

remuneration pald to him for acting amounts to R 59 770.60.

* See Note 42 & 38
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19. Remuneration related cost (continued)
Remuneration of councillors
Former Executive Mayor - Clir. M Vilakazi - 340 464
Former Chief Whip - Clir. SJ Mbiwe - 276 166
Former Speaker - Clir. MS Maduna - 295 223
Executive Mayor - Clir. AC Msibi 987 297 565 509
Chief Whip - Clir. L Makhalema 816 596 421573
Speaker - Clir. TJ Mokoena 421 751 377 747
Former Chairperson MPAC - Cllr. M M Twala - 132136
Chairperson MPAC - ClIr. ES Chabeli 676 275 371508
Mayoral Committee Members 3161 427 3734936
Councillors 3 145 529 3216 989
9 208 875 9 732 251
Exec. Mayor, Speaker, Chief Basic salary Travel, motor Cell phone Pension and Skills Total
Whip and MPAC Chairperson car and other allowance medical aid development
allowance levy
Clir. AC Msibi 688 817 248 399 41100 - 8 982 987 298
Clir. LU Makhalema 290638 12 731 - - 3800 307 169
Clir. TJ Mokoena 585 104 183 692 41100 - 6 700 816 596
Clir. ES Chabeli 434722 195 271 41 100 - 5182 676 275
Subtotal 1999 281 640 093 123 300 - 24 664 2787 338
1 999 281 640 093 123 300 - 24664 2787338
Mayoral committee members Basic salary Travel, motor Cell phone Pension and Skills Total
car and other allowance medical aid development
allowance levy
Clir. SM Visagie 247 457 112 057 - 48 326 3806 411 646
Clir. TN Masiteng 306 888 125 316 - - 3951 436 155
Clir. A Fume 516 830 193 924 41100 - 6 097 757 951
Clir. TJ Mahlambi 290 638 105 478 - - 3704 399 820
Clir. MJ Vilakazi 482 874 178 735 41100 33955 6 363 743 027
Cllr. MS Mosia 298 843 110 369 - - 3616 412 828
Subtotal 2 143 530 825 879 82 200 82 281 27 537 3161427
2143 530 825 879 82 200 82 281 27 537 3161427
Basic salary Travel, motor Cell phone Skills Sitting Total
car and other allowance development allowance
allowance levy
Other counciliors 1979 424 748 695 328 800 24 565 209515 3290999
Subtotal 1979424 748 695 328 800 24 565 209515 3290999
1979 424 748 695 328 800 24 565 209 515 3290999

The prior term ended on 8th November 2021 and new councillors were elected in to council on the same date. The new

term will run from the 8th November 2021 and will end in November 2026.

* See Note 42 & 38
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19. Remuneration related cost (continued)
In-kind benefits -

The Executive Mayor, Speaker, Chief Whip, MPAC Chairperson and Mayoral Committee Members are full-time councillors.
The Executive Mayor, Speaker, Chief Whip and MPAC Chairperson are provided with offices and secretarial support at the
cost of the Council. The Mayoral Committee Members are provided with pool secretarial support and offices at the cost of
council.

The Executive Mayor and the Speaker each have the use of separate Council owned vehicles for official duties.

The Executive Mayor and the Speaker have a full-time driver / bodyguard.

The salaries, allowances and benefits of councillors as disciosed above are within the upper limits of the framework
envisaged in section 219 of the Constitution of the Republic of South Africa, read with the Remuneration of Public Office
Bearers Act, Act 20 of 1998 and the Minister of Provincial and Local Government’s determination in accordance with the Act

*See Note 42 & 38
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20. Cash (used in) generated from operation
Surplus 1576 870 26 534 014
Adjustments for:
Depreciation and amortisation 2 767 090 3882720
Finance costs : 1348 000 1205 000
Leave provision 835 927 -
Movements in Employee benefit provisions 377 000 396 948
Bonus provision 359 007 -
Non-cash donations (123 802) (15779813)
Actuarial gain/loss (1 725 000) (788 000)
Gain / loss on sale of assets and liabilities - 1193472
Interest received (345 687) (203 600)
Gains on impariment provision adjustment (357 252) -
Changes in working capital:
Receivables from exchange transactions (2 594 261) (1422 417)
Receivables from non-exchange transactions (326 910) 2100 241
Payables from exchange transactions (2886 728) (1545635)
VAT (484 586) (237 984)
Unspent conditional grants and receipts 337 122 (910 202)

(1243 210) 14424744

21. Financial liability by category

The accounting policies for financial instruments have been applied to the column items below:

2023 Financial Total
liabilities at
amortised cost
Payables from exchange transactions 15 889 635 15 889 635
2022 Financial Total
liabilities at
amortised cost
Payables from exchange transactions 16 752 132 16 752 132

22. CETA agency fees

Commission income [Agency services (CETA)] 160 280 1816 325

The municipality, as an implementing agent, does not recognise revenue and expenses that arise from transactions with third
parties in a implementing agent arrangement in accordance with the requirements of the relevant Standards of GRAP.

The municipality, as an implementing agent, recognises only that portion of the revenue and expenses it receives or incurs in
executing the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of GRAP.

The municipality recognises assets and liabilities arising from implementing agent arrangements in accordance with the
requirements of the relevant Standards of GRAP.

The municipality received an aggregate amount of R1 452 748.18, TMDM paid due stipends to the learners in accordance with
the binding arrangement with CETA amounting to R1 292 467.70 and revenue was recognised subsequent to payment of
learner stipends amountingto R 160 280.47 consisting of administration and rural allowance

The municipality did not have liability held on behalf of learner stipends as at 30 June 2023, there is no corresponding
reimbursement for year under review.

* See Note 42 & 38
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23. Contingencies
Ktravel agency vs Thabo Mofutsanyana
Demand for payment in execution. Default judgment rescinded on 05 August 2022. 153 262 153 262
Agency has applied for an appeal.
Free State Provident Fund
Employees who resigned from Free State Provident Fund and joined other - 3 369 022
provident funds.
Submission made to the Department to withdraw the matter.
Ex-Employees vs Thabo Mofutsanyana
Claim pro rata bonus and accrued Leave annual leave days 248 083 248 083
Maluti-A-Phofung seconded Counciliors vs Thabo Mofutsanyana
Civil claim for councillors remuneration. 5 497 850 5 497 850
Podbeilski Mhlambi Attorneys vs Thabo Mofutsanyana
RSC levies collections. Matter is defended and pending in Bloemfontein High 36423638 36423638
Court.
DW Wessels and 6 others vs Thabo Mofutsanyana
eld fire that destroyed farms. Matters is defended and pending. 4 432 501 4 432 501
Name of employee Effective date
Ngobese Malefu 22/03/2006 17 000 17 000
Moloi Khesa 25/05/2005 17 000 17 000
Moloi Materonko 08/10/2002 13 000 13000
Motloung Sylvia 30/01/2007 17 000 17 000
Mthombeni Sthembiso 01/10/2004 14 000 14 000
Mani Koahela 01/07/2009 17 000 17 000

95 000 95 000

* See Note 42 & 38
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24. Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over
the other party in making financial and operating decisions or if the related party entity and another entity are subject to
common control.

Related parties include:

- entities that are directly or indirectly controlled by the municipality;

- associates;

- joint ventures and management;

- Council and Mayor;

- management personnel, and close members of the family of management personnel;

- entities in which a substantial ownership interest is held, directly or indirectly, by management personnel or entities over which
such a person is able to exercise significant influence.

- entities that control or exert significant influence over the municipality.

The economic entity's management personnel includes the Municipal Manager, Chief Financial Officer and all other managers
reporting directly to the Municipal Manager or as designated by the Municipal Manager.

In terms of the MFMA, the municipality may not grant loans to its councillors, management, staff and public with effect from 1
July 2004,

The related party transactions for the current financial year were with management personnel. Refer to Note 19 for detailed
disclosure of remuneration.

* See Note 42 & 38
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25. 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.

This note presents information about the entity's exposure to each of the financial risks below and the entity's objectives,
policies and processes for measuring and managing financial risks. Further quantitative disclosures are included throughout
the Annual Financial Statements.

The Council has overall responsibility for the establishment and oversight of the entity’s risk management framework.

The entity’s audit committee oversees the monitoring of compliance with the entity’s risk management policies and
procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the entity. The
audit committee is assisted in its oversight role by the entity’s internal audit function.

The entity monitors and manages the financial risks relating to the operations of the entity through internal risk reports
which analyse exposures by degree and magnitude of risks.

The entity seeks to minimise the effects of these risks in accordance with the entity's policies approved by the Council. The
policies provide written principles on foreign exchange risk, interest rate risk, credit risk and in the investment of excess
liquidity.

Compliance with policies and exposure limits is reviewed by the internal auditors on a continuous basis. The entity does not
enter into or trade in financial instruments for speculative purposes.

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions. Due to the dynamic
nature of the underlying businesses, municipality treasury maintains flexibility in funding by maintaining availability under
committed credit lines.

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages
liquidity risk through an ongoing review of future commitments and credit facilities.

Liquidity risk is the risk that the economic entity will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions. Due to the dynamic
nature of the underlying businesses, the entity maintains flexibility in funding by maintaining availability under committed
credit lines.

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk
through an on going review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

The entity has not defaulted on external loans, payables and lease commitment payments and no re-negotiation of terms
were made on any of these instruments.

The table below analyses the municipality’s financial liabilities and net-settled derivative financial liabilities into relevant
maturity groupings based on the remaining period at the statement of financial position to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting is not significant.

* See Note 42 & 38
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25. Risk management (continued)

All of the entity's financial assets have been reviewed for indicators of impairment. Certain receivables were found to be
impaired and a provision has been recorded accordingly.

At 30 June 2023 Lessthan1 Between 1 Between2 Over 5years
year and 2years and 5 years

Trade and other payables 4 853 136 1 034 604 - -

At 30 June 2022 Lessthan1 Between 1 Between 2 Over 5years
year and 2years and 5 years

Trade and other payables 6 961 280 983 880 - -

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other panty by failing to
discharge an obligation.

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 receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an on
going basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk
control assesses the credit quality of the customer, taking into account its financial position, past experience and other
factors.

All of the entity's financial assets have been reviewed for indicators of impairment. Certain receivables were found to be
impaired and a provision has been recorded accordingly. The impaired receivables are mostly due from customers
defaulting on service costs levied by the entity.

Receivables are presented net of an allowance for impairment.

Financial assets which exposed the economic entity to credit risk at year end were as follows:

Financial instrument 2023 2022

ABSA Bank - Cheque account 12 655 110 13 651 947
ABSA Bank - Fixed deposit 2 3313049 3185318
ABSA Bank - Fixed deposit 3 18339570 17 025 866
ABSA Bank - Fixed deposit 4 3292 446 6 789 401
Nedbank - Fixed deposit 6 664 459 6 250 767
Receivables from exchange transactions 4762 533 2168272
Receivables from non-exchange transactions 382 803 55 893

The entity is exposed to a number of guarantees for housing loans of employees.
The balances represent the maximum exposure to credit risk.
Receivables from exchange and non-exchange transactions

The ageing of receivables from exchange and non-exchange at the reporting

date:

0 to 3 months 345687 1545176
3 to 6 months - -
Over 6 months 7 968 795 4 203 966

* See Note 42 & 38
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25. Risk management (continued)
Less: Provision for Impairment (3169146) (3526 919)

5145 336 2222223

The movement in the allowance for impairment in respect of receivables from exchange and non-exchange over the year
was:

Balance at the beginning of the year 3526 919 3526 919
Adjustments for impairment (357 773) -

3169 146 3 526 919

The allowance for impairment in respect of receivables from exchange and non-exchange is used to record impairment
losses until the municipality is satisfied that no recovery of the amount owing is possible

Market risk
Cash flow and fair value interest rate risk

Interest rate risk is defined as the risk that the fair value or future cash flows associated with a financial instrument will
fluctuate in an amount as a result of market interest changes. Potential concentrations of interest rate risk consist mainly of
variable rate deposit investments, receivables and bank and cash balances. The tables have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the municipality can be required to pay.
The financial assets are based on the interest rate provided by the banks at the reporting date. As the municipality,we are
not exposed to volatility of the market risk/ interest rate like the corporate is exposed. our investments in the banks are
based on a solid interest rate agreed prior investment.

During 2022 and 2023, the municipality's borrowings and investments at variable rates were denominated in Rand.

26. Going concern

The financial statements have been prepared on the basis of accounting policies applicable to a going concem. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments wili occur in the ordinary course of business.

During the year ended 30 June 2023, the municipality incurred a surplus of R1 576 870 and the municipality's

total assets exceed its total liabilities by R 48 238 384, in addition the municipality has a possible obligation of R46 850 334

pending the court ruling as disclosed in note 23. These conditions and events do not cast doubt on the municipality’s ability
to continue as a going concern.

27. Events after the reporting date

There were no material events to report after the reporting date.

* See Note 42 & 38
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28. Unauthorised expenditure
Opening balance as previously reported 1333 435 4 267 519
Opening balance as restated 1333 435 4 267 519
Add: Unauthorized Expenditure - current period 1497 133 -
Less: Amount written off - prior period - - (2 934 084)
2 830 568 1333435

Closing balance

A Municipal Public Accountant Committee is to convene to analyse and review the findings on unauthorised expenditure
incurred, upon the recommendations provided by the Municipal Public Accountant Committee to Council, Council will resolve
either to write-off or recover the unauthorised expenditure as stated above as waiting to be written-off.

29. Irregular expenditure

Opening balance as previously reported 34494668 33508573
Opening balance as restated 34 494 668 33 508 573
Add: Irregular Expenditure - current period 13 806 892 9791475
Add: Irregular Expenditure - prior period identified in the current period 2283 808 -
Less: Amount written off - current (248679 479) (8 805 380)
25905 889 34494668

Closing balance

Management has performed a review of transactions and identified transactions which did not comply with SCM Regulation,
expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the Public Office-
bearers Act to be irregular expenditure in accordance to the guidelines set per Chapter 1 of the MFMA.

A Municipal Public Accountant Committee is to convene to analyse and review the findings on irregular expenditure incurred,
upon the recommendations provided by the Municipal Public Accountant Committee to Council, Council will resolve either to
write off or recover the irregular expenditure as stated above as waiting to be condoned

The figures reported above are exclusive of VAT and the full extent of the irregular expenditure is still under investigation.

Irregular expenditure arising from:

Three quotations not sourced 274 682 1087 057
Bid adjudicated by committee not in line with the regulation 7211093 1968 318
No declaration of interest obtained - 283 793
Regulation 32 contract not complied with - 1329 334
Contract management monitoring not in place - 777 520
SCM Reg 17, 18 and 19 not in place - 3278 103
Valid contract not in place 3 325 256 300035
Competitive bidding not followed - 767 317
Non-compliance with PPR 43 950 -
Unapproved contract extentions 5235719 -
16 090 700 9791477

30. Fruitless and wasteful expenditure
Opening balance as previously reported 3626 51959
Opening balance as restated 3626 51 959
Add: Fruitless and Wasteful Expenditure - current period 44 652 -
Less: Amount written off - current - {48 333)
48 278 3626

Closing balance

* See Note 42 & 38
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30. Fruitless and wasteful expenditure (continued)

Municipal Public Accounts Committee is to convene to analyse and review the findings on fruitless and wasteful expenditure
incurred, upon the recommendations provided by the Municipal Public Accountant Committee to Council, Council will resolve
either to condone or recover the fruitless and wasteful expenditure as stated above as waiting to be condoned.

* See Note 42 & 38
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31. Additional disclosure in terms of Municipal Finance Management Act
Contributions to organised local government
Current year subscription / fee 2 288 768 940 252
Amount paid - current year {2 288 768) (940 252)
Audit fees
Current year subscription / fee 3510499 3845035
Amount paid - current year (3 510 499) (3 845 035)
PAYE, SDL and UIF
Current year subscription / fee 19 649 438 17 063 875
Amount paid - current year (19 649 438) (15 559 875)
- 1 504 000

Pension and Medical Aid Deductions
Current year subscription / fee 12 866 689 12 254 262
Amount paid - current year (12 866 689) (12 254 262)
VAT
VAT receivable 4902 739 4 418 153
VAT payable - -

4902 739 4418 163

32. Municipal office occupation

The municipal head office situated at 1 Mampoi Street, Old parliament Building, Witsieshoek. The building is leased from

Free State Department of Public Works for no rental consideration.

* See Note 42 & 38
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33. Contracted services
Consultants and Professional Services
System support consultancy 2224 187 1792 649
Professional fees on Grant expenditure 2 491 994 2412528
4716 181 4205177
34. Revenue
Agency services (CETA) 160 280 1816 325
Recoveries (gains on impairment adjustment) 357 252 -
Sundry income 590 017 475414
Interest received - investment 4 501 199 2373665
Service in Kind revenue 6 237 502 5750872
Government grants & subsidies 148 350 878 151484 918
Public contributions and donations 1178 893 15779 813
Gain on disposal of assets - 63 458
161 376 021 177 744 465
The amount inciuded in revenue arising from exchanges of goods or services
are as follows:
Agency services (CETA) 160 280 1816 325
Interest received - investment 4 501 199 2 373 665
4 661 479 4189 990
The amount included in revenue arising from non-exchange transactions is as
follows:
Taxation revenue
Service in Kind revenue 6 237 502 5750872
Transfer revenue
Government grants & subsidies 148 350 878 151484 918
Public contributions and donations 1178 893 15779813
35. Sundry income
Recoveries (gains on impairment provision adjustment) 357 252 -
Sundry income 590 017 475 414
947 269 475 414
36. Auditors' remuneration
Fees 3511374 3845035

37. Budget differences

Budget and actual amounts Variances (Reasons provided in cases where the difference exceeds 10%)

* See Note 42 & 38
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37. Budget differences (continued)

37.1 Agency services (CETA)- The budgeted amount is higher than the actual amount due to the decrease in the number of
learners towards the end of the project. '

37.2 Recoveries (gains on debt impairment adjustment)- The budgeted amount is less compared to the actual due to
disposals on PPE not projected for.

37.3 Sundry Income-The Budget amount is higher than actual due to the Capital Replacement Reserves, Cash backed
reserves and Capital replacement reserves which are budgeted for with the municipality s surplus cash .

37.4 Interest investment - The budgeted amount is less compared to the actual due to higher investment amount due fo
less procurement resulting from the suspension of the preferential Procurement Reguiations which were rendered invalid

in 2022.
37.5.Non Cash reserves (Depreciation)-The budgeted amount is higher than actual as these are non cash items

37.6.Services in kind Revenue-The budgeted amount is less the actual due projection on inflation rate instate of on market
related rate.

37.7.Government grants & subsidies - The budgeted is higher than actual due a conditional grant not utilised ,Dora
allocation provided was higher than project amount.

38.8 Employee related costs-The budgeted is higher than actuals due to the implementation of the Task Employment
System. '

37.9 Finance cost-The Actual indicates an increase against the budget due to increase in accrual cost on Provisions.

37.10 Contracted Services-The budgeted is higher than actual due to differences in the application of mSCOA & GRAP and
due to suspension of invalidity of the 2017 Preferential Procurement Regulations in 2022.

37.11 Operational Expenses -The actual indicates an icrease against the budget due S57 managers posts that had to be
re-advertises due to the delay in the finalisation of regulation.

37.12 Depreciation & Asset impairment-The budgeted is higher than actual t due to less procurement of PPE resulting from
the suspension of the preferential Procurement Regulations which were rendered invalid
in 2022.

37.13 Receivables from exchange transactions- The Actual amount against the final budget indicates a increase due to
pension fund officials that joined in march 2020.Municipality had to pay Free State provident fund according to court order
money contributred to MEPF.

37.14.Receivables from non-exchange transactions-The budgeted is less than actual due to refunds and re-appointment of
the Accounting Officer.

37.15 Cash and cash equivalents- Increase in cash and cash equivalent actual against the budget is due to more capital
investment made during year and the suspension of the Preferential Procurement Regulations in the year 2022

37.16 Property, plant and equipment-decrease in actual Property ,Plant and Equipment against the budget is due to the
suspension of the preferential Pracurement Regulations in 2022.

37.17 Intangible assets- Variance is less than 10%,no reason required.

37.18 Payables from exchange transactions-Actual payable from exchange transaction is higher than the budget due to
suppliers not submitting invoices timeously at year end.

37.19 Unspent Conditional Grants and receipts- The actual unspent grants increase against the budget is due to conditions
of the grant not meet at year end as the Dora Allocation exceded the remaining contract amount.

* See Note 42 & 38
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37. Budget differences (continued)
37.20 GRAP 25 work of an expert, acturial assumptions valuation increased the provision

37.21. Provisions-The budgeted provision on current liabilty indicates a decrease against the budget due to payments
made.

37.22 Interest-The budgeted amount is less compared to the actual due to higher investment amount due to
less procurement resulting from the suspension of the preferential Procurement Regulations which were rendered invalid
in 2022,

37.23 Purchase of property, plant and equipment -decrease in actual Property ,Plant and Equipment against the budget is
due to the suspension of the preferential Procurement Regulations in 2022

"37.24 Revenue from non- exchange was due Santum donated assets that was goods received in kind was unforseen at the
time management prepared adjustment budget.

* See Note 42 & 38
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38. Prior period errors
38.1. Payables from exchange transactions
Payables from exchange transactions were erroneously understated by R 2 283 808, resulting ina VAT receivable
understatement of R 81 373 and also understating Operational Expenditure by R 2 202 435 .
The correction of the error resulted in adjustment as follows;
Statement of Financial Position (30 June 2022)
VAT receivables - 81373
Payables from exchange transactions - (2 283 808)
- (2 202 435)
Statement of Financial Performance (30 June 2022)
Operational expenses - 2202435
39. Deviations
Deviations from normal supply chain procedures.
Category Supplier 2023 2022
Price: R2 000 to R10 000 Bongani Mkhonza (Ubuntu Be Africa 8 000 -
Theatre)
Draadloze (Broadband Internet 9947 -
Service)
Price: R10 000 to R30 000 Kwavulamehlo Arts & Ideas 19 288 -
Baha Mofokeng Genrral Trade 28 000 -
In-house Media and 25000 -
Communications
Price: R30 000 and above - -
MAP Television News (Pty) Ltd 40 600 -
Menray Communication 149 710 -
Dikgau Trading & Projects 62 590 -
Dikgau Trading & Projects 41324 -
Ferreira Broers/ Motors Hoogland - 86 809
Bethlehem
MMG Toyota Harrismith - 36 343
Amtech Service Centre (Pty) Ltd - 75 253
Ramosena Electrical Construction - 113 600
Rameosena Electrical Construction - 127 995
Ramosena Electrical Construction - 84 805
Ramosena Electrical Construction - 127 000
QwaQwa Radio - 39 000
Ferreira Broers/ Motors Hoogland - 43 988
Bethlehem
374 459 734793

* See Note 42 & 38
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40. Segment reporting

Management does monitor performance geographically but does not at present have reliable separate financial information for
decision making purposes. Processes have been put in place to generate this information at a transaction level and in the
most cost effective manner

The grouping of these segments is consistent with the functional classification of government activities which considers the
nature of the services, the beneficiaries of such services and the fees charged for the services rendered (if any).

Segmental information on property, plant and equipment, as well as income and expenditure, is set out based on the
International Government Financial Statistics classifications and the budget formats prescribed by National Treasury.
Municipality.

Thabo Mofutsanyana District Municipality in the year under review does not have a reportable segment that generates
economic benefits or service potential, Laboratory based in Maluti -A- Phofung Local Municipality donated to the District
Municipality is currently being reviewed by management during the year under review.

Decisions about resources to be allocated to that activity and in assessing its performance and whether the Laboratory will
have separate financial information is under consideration. To achieve this, the municipality has appointed the Principal
Scientist and lab staff.

41. VAT receivable

VAT 4902 739 4418 153
Opening balance 4418 153 4192 703
VAT input declared 5173 252 2233417
VAT output paid - -
Refunds received from SARS (4 688 666) (2007 967)

4902 739 4418 153

Thabo Mofutsanyana District Municipality is a registered VAT vendor. When municipality purchases goods or services, it is
able to claim the VAT on those purchasess.

The same thinking applied above will be applicable, where the arrangement between the VAT vendor and the other party
supplying the goods or services is contractual in nature, and the transaction between the VAT vendor and SARS is statutory
in nature.

In this case Thabo Mofutsanyana District municipality is able the collect input vat from SARS after finalization of
VAT reviews, the VAT receivable from SARS is accounted for in accordance with GRAP 108 as a statutory receivable.

42. Change in estimate
New information was apparent at the beginning of the year which indicated that the Property, Plant and Equipment and
Intangible assets were nearing the end of their useful lives but were however still in working condition. As a result the

municipality decided to revise the useful life of the Property, Plant and Equipment to extend the carrying value of the Property,
Plant and Equipment by increasing the remaining useful life.

The aggregate effect of the changes in estimate on the annual financial statements for the year ended 30 June 2023 is as
follows:

Statement of financial position

2023

*See Note 42 & 38
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Note
Propery, Plant and Equipment 7
Intangible Assets 8
Statement of financial performance
2023

Note
Depreciation 16
Amortisation 16

Surplus for the year

The effect in future periods cannot be disclosed as it is impractical to do so.

Net impact After change Before
change

286 667 20842 461 20 555 794

182 884 182 884 -

469 551 21025345 20555794
Net impact After change Before
change

286 667 2 067 087 2353754

182 884 53 319 236 202

469 551 2120 406 2 589 956
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