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COMPANY SECRETARY'S CERTIFICATE TO THE SHAREHOLDER OF CENTLEC (SOC) LTD

In accordance with the provisions of the Companies Act (Act 71 of 2008), the Company
Secretary of CENTLEC (SOC) Ltd, hereby certify that:

In respect of the reporting period ended 30 June 2020, the Company has lodged with the
Commissioner of the Companies and Intellectual Property Commission (CIPC), all returns and
notices prescribed by the Act and that all such returns and notices are true, correct and up

to date.

T Malgas
COMPANY SECRETARY CENTLEC (SOC) Lid

Date: 05 March 2021
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CHIEF EXECUTIVE OFFICER’S QUALITY CERTIFICATION
I, M Sekoboto, Chief Executive Officer of CENTLEC (SOC) Ltd, hereby certify that:
The Annual Report for the 2019/2020 financial year has been prepared in accordance with

the Municipal Systems Act (Act 32 of 2000) and the Municipal Finance Management Act
(Act 56 of 2003) and regulations made under these Acts.

M Sekoboto
CHIEF EXECUTIVE OFFICER

Date: 05 March 2021
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2017).
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15) NRSO47 - 1:2005, third edition, Electricity Supply — Quality of Service.

16)  Supply Chain Management: A Guide for Accounting Officers of Municipalities and
Municipal Entities, October 2005.

17) National Key Point Act (Act 102 of 1980 and regulations thereto).

18) Employment Equity Act (Act 55 of 1998 and regulations thereto).
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27)  Intergovernmental Fiscal Relations Act (Act 97 of 1997).

28) Intergovernmental Fiscal Regulations Framework.
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Documents used by executive authorities to give “full and regular”
reports on the matters under their control to Parliament and provincial
legislatures as prescribed by the Constitution (1996). These include

plans, budgets, in-year and Annual Reports.

The processes or actions that use a range of inputs to produce the
desired outputs and ultimately, outcomes. In essence, activities

describe 'what we do'.

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

A report 1o be prepared and submitted annually based on the
regulations set out in Section 121 of the Municipal Finance
Management Act (MFMA, 2003). Such a report must include annual
financial statements as submitted to, and approved by, the Auditor-

General.

The Annual Financial Statements (AFS) of a municipality as audited by
the Auditor-General and approved by council or a provincial or

national executive.

Current level of performance that a municipality aims to improve when
setting performance targets. The baseline relates to the level of

performance recorded in a year prior to the planning period.

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

environment.

The financial year for which an annual budget is to be approved -

means a year ending on 30 June.

The overall cost or expenditure of producing a specified quantity of

outputs.
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The distribution of capacity to deliver services.

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

and any other statements that may be prescribed.

After consultation with Member of the Executive Council (MECs) for
local government, the Minister may prescribe general KPIs that are

appropriate and applicable to local government generally.

The results of achieving specific outcomes, such as reducing poverty

and creating jobs.

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

personnel, equipment and buildings.

Sets out municipal goals and development plans.

» Service delivery and infrastructure.

» Economic development.

* Municipal transformation and institutional development.
» Financial viability and management.

+ Good governance and community participation.

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

plans. Outcomes are "what we wish fo achieve”.

The final products, or goods and services produced for delivery.
Outputs may be defined as "what we produce or deliver'. An output is
a concrete achievement {i.e. a product such as a passport, an action
such as a presentation orimmunisation, or a service such as processing
an application) that confributes to the achievement of a Key Result
Area (KRA).
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Indicators should be specified to measure performance in relation o
input, activities, outputs, outcomes and impacts. An indicator is a type
of information used to gauge the extent to which an outfput has been
achieved (policy developed, presentation delivered, service

rendered).

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

measure’.

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

divided into indicators and the time factor.

The level of performance that municipalities and their employees strive
to achieve. Performance targets relate to current baselines and |-
express a specific level of performance that a municipality aims to

achieve within a given time period.

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

be included.
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One of the main segments into which a budget of a municipality is

divided for appropriation of money for the different departments or

functional areas of the municipdlity. The vote specifies the total

amount that is appropriated for the purpose of a specific department

or functional area.

Section 1 of the MFMA (2003) defines a "vote” as:

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

b) which specifies the total amount that is appropriated for the

purposes of the department or functional area concerned.
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CHAPTER 1: FOREWORD AND EXECUTIVE SUMMARY

Mr. K.M Moroka
Chairperson of the Board

CENTLEC (SOC) Lid

Overview of the chairperson

This report will serve as my Iast as the Chairperson of Centlec Board, it represents what as the
board have learned about the organisation and what we believe should be improved to
ensure that the entity meets its objectives. The journey from our appointment has been a
filled with various challenges, however through the dedication and commitment of the
board the entity has managed to navigate the various challenges that it was faced with for

the year under review.

The President of the Republic of South Africa Cyrit Ramaphosa announced that the country
will be going on a national lockdown as from the 27 March 2020, since the beginning of the
pandemic the entity have managed to minimize the impact of the virus through the
establishment of the ad-hoc committee responsible for all activities related to covid-19 within
CENTLEC. Their role was to provide updated data on COVID-192 workplace related activities,
coordinated and provided reliable data on the workplace incidents, coordinate response
to incidents and support to user directorates, coordinate and provide reports on productivity
levels, coordinate and provide reports health and safety support, coordinate and provide

analysis of hot spot areas, coordinate intervention and support for PPEs and sanitation.

The pandemic is more than a health crisis; it is an economic crisis, a humanitarian crisis, a
security crisis, and a human rights crisis. It has affected us as individuals, as families and as
societies. The pandemic has swiftly taken hundreds of thousands of lives, infected millions of
people, upended the global economy and caused pervasive fear for the future. COVID-19

has dramatically augment the elements of VUCA world of works (Volatile, Uncertain,
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Complex and Ambiguous) that CENTLEC and businesses find themselves and requires agile

response and ethical leadership.

CENTLEC (SOC) Ltd most important role is to provide quality and reliable energy supply to
support the Mangaung Metropolitan and Southern Free State Municipdlities economic

growth aspirations and to imprbve the quality of life of its citizens.

The 2019/20 financial year has been a challenging year for CENTLEC (SOC]) Ltd, the entity
continues to face many challenges relating to operational efficiency and the precarious
financial position it finds itself. The Board is very concerned about the financial position of the
entity. Revenue impacts heavily on the sustainability of our business and as such it has
become one of my major concerns and focus areas going forward. The board has requested
management team to focus on improving the finances of this organization by enhancing

revenue collection.

The entity has achieved an overadll of 50% of its predetermined KPI's. Additional focus is
required in the financial key performance areas. The organisation has been experiencing
challenges associated with the decline in revenue figures characterized by illegal
connections and fluctuation in electricity demand from both business and residential
customers. Cable theft has also regrettably broadened and this cuts across the industry,

which points to the need for a country wide security initiative to reverse the current trends.

On the shortcoming the Auditor General’'s audit findings highlighted criticality of
performance measures and KPl's, the need 1o strengthen focus on internal controls,
complionce and prevention of irregular expenditure. Measures are already underway to
actively respond to the Auditor General's findings which will increase accountability,
conseguence management and ensure adequate governance oversight to monitor
progress in closing the findings as well as preventing recurrence. These will be monitored

directly from Internal Audit.
The Board focused specifically on improving the first level of assurances which is provided by

Executive Management and the Chief Executive Officer. The Board will closely monitor the

performance of the Accounting Officer and Executive Management to ensure that they
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urgently and effectively address the significant deficiencies in internal controls on financial

reporting, performance reporting and compliance with laws and regulations,

We concede that there remains a need to strengthen our stakeholder relationships to ensure
that a sense of shared responsibility remains as we address social issues impacting the
community. Issues such as theft, vandalism and illegal connections must be tackled from alll
available avenues to ensure that a strong message is sent out and received by the
fransgressors. Addressing these issues is crucial in ensuring the safety of our customers as well

as the various communities we serve.

I must commend, the Shareholder, the Board, as well the staff of CENTLEC (SOC) Ltd who
continue o ensure that CENTLEC (SOC]) Ltd.’s vision of becoming a provincial energy supplier
remains intact and attainable. The importance of sound leadership in ensuring we reach this
goal must be emphasised. This places an obligation on us to ensure that we, not only provide
leadership, but also cultivate leaders at all levels who stimulate confidence in the future of
the company and are branded by their unique proficiency. The voyage to a rejuvenated,

refocused and ethical organisation that keeps the lights on has begun.

We further face challenges in ensuring the interface with our customers’ remains fluid. In
addressing this challenge we have focused our efforts to improving our billing and customer
relations management systems. We are therefore willing to implement innovative strategies
which assist us in improving communications with our customers, to ensure that we continue

to make strides in this regard.

I must thank the various committees and sub-committees of the CENTLEC (SOC) Ltd Board
for their valued guidance and direction and ensuring that we have, yet another, successful
year. Every entity is faced with its own unique challenges from time to time. However, it is
how the entity handies and overcomes those challenges which defines an entity. | must also
commend the CENTLEC (SOC) Ltd management, for their commitment and drive in
upholding the CENTLEC (SOC) Ltd mandate. This has ensured that CENTLEC (SOC) Ltd

remains a reliable source in the energy supply sector.
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In conclusion | must extend my vote of thanks to the shareholder, Mangaung Metropolitan
Municipality, forits continued support. My fellow Board members who have consistently been
my pillars and assisted me in steering CENTLEC (SOC) Ltd and its sub committees to the
numerous successes we have achieved. | thank the CENTLEC (SOC) Lid executive
management for their commitment in overcoming the various challenges we face and
showing the competency to effectively implement the Board's vision. | would also want to

wish the incoming CENTLEC board the best in its term.

CHAIé PERSON OF THE BOARD

MR K M MOROKA
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1.2 OVERVIEW BY THE CHIEF EXECUTIVE OFFICER

M. Sekoboto
Chief Executive Officer

CENTLEC (SOC) Lid

Overview of Chief Executive Officer

The 2019/20 financial year was another challenging year against the background of
continued difficult global economic conditions and the Covid-19 pandemic. The President
of the Republic of South Africa Cyril Ramaphosa announced that the country will be going
on a national lockdown as from the 27 March 2020. This announcement required the entity
to develop operational procedures to ensure that service delivery continues under the
lockdown conditions. Our staff compliment was frimmed down to 33% and a work from home

policy was introduced.

The Occupational Health & Safety Section conducted safety Covid-19 training, with special
emphasis on the hand hygiene, elbow greeting and sneezing/coughing as well as social
distancing amongst employees. An isolation room within the premises was also set up 1o
receive and isolate employees who might report symptoms of COVID 19 if necessary.
Personal Protective Equipment in the form of gloves, masks and hand sanifizers were
distributed. Each company vehicle used by front-line staff (those that directly deal with

customers) was supplied with a bottle of sanitizer.

In the 2019/20 financial year, Centlec has experienced the decline in energy consumption.
On the 4t quarter of the financial year, the decline in energy consumption of bulk customers,
dropped by 18.11% on average. Covid 19 pandemic had animpact as a resulis of lock down
of the top bulk customers. In April 2020 only, the average decline of top 10 bulk customers
was between 30% and 18%.
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Despite the challenges CENTLEC (SOC) Ltd provided network services to all its customers,
which include: the purchasing, distribution, sale of electricity, constructing networks,
connecting customers, repair and maintenance of networks, instaliation and maintenance
of public lighting. We are committed to meet the existing and future energy needs of our
customers. To succeed over the long term, we know that we must ensure good governance,
operational excellence and financial sustainability by ensuring access to essential services
that are affordable to all, be responsive to the needs of the community and be progressive

orientated to create an environment to uplift and dignify lives.

For the year under review, several milestones were accomplished as set out in the entity’s
Service Delivery and Budget Implementation Plan (SDBIP) which include among others the

following:

. Matlharantiheng and Botshabelo R networks as energizes as part of supplying 1550
customers with electricity

o Fourteen (14) high masts have been erected and commissioned within MMM by 30
June 2020.

. 367 DC Transformer Inspections completed by 30 June 2020.

. 506 Distribution Centre Panels were tested by 30 June 2020.

. The Vending Systems has been upgraded to a Standard Transfer Specification (STS)

compliance version 2 for 2024 readiness.

Regardless of these successes, the entity faces some daunting challenges and risks that
threaten and have a negative impact on its ability to deliver services in a sustainable
manner. CENTLEC (SOC) Ltd suffered financial losses due to the ongoing theft of copper
cables at various electrical installations and has also encountered many incidents of
tampering or bypassing of electricity meters as well as illegal use of electricity. Apart from the
loss in revenue, illegal connections cause power outages and are a threat to the safety of
people and animals. A total of 471.49 kilometres of the 132kV overhead lines inspections were
inspected and repaired in the Mangaung Metropolitan Municipality (MMM) area of supply
to minimise breakdowns and to improve the quality of supply to all customers. We strive to
maintain a reliable network that meets NRS compliance requirements. We have undertaken
a number of initiatives and programmes that benefit the environment and our customers.

Our view is that renewable energy and suitable infrastructure are a must.

21 | Page
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The past financial year was also a thought-provoking year from a budget cut perspective.
This cut meant that available resources were stretched with service delivery while CENTLEC
(SOC) Ltd continued to contribute to community development through improvement and
upgrading of the electricity network and maintenance of the infrastructure. In the 2019/20

financial year the entity spent a capital budget of R 116 135721,

The entity managed to revert back to an unqudlified audit opinion for the 2018/19 financial
year through engagements with the parent municipality to address the causes of the

differences in the intercompany transactions.

In conclusion, | would like to thank the board of directors, executive management team and
the personnel of the entity for their support during a challenging 2019/20 financial year.
CENTLEC (SOC) Ltd has devoted personnel who have proved time and again that they are
up to any challenges coming their way. | have no doubt that this will also be the case in
2020/21.

4

/
CHIEF EXECUTIVE OFFICER

M SEKOBOTO
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1.3 Vision

1.4

1.5

“To be a reliable energy utility that enables social and economic upliftment”.

Mission

To provide optimal service delivery as mandated by the Mangaung Metropolitan
Council.

To strategically manage our operations in an effective, efficient and financially
prudent manner, as measured against relevant indicators.

To seek the most cost effective and innovative energy solutions in partnership with
relevant stakeholders in order to maximise shareholder value.

To train, develop, attract and retain a highly skilled workforce and to promote
sound relations with organised labour.

To ensure a safe and healthy environment for our workforce and the community.
To be a socially responsible corporate citizen that is concerned with improving the

lives of the community and the environment in which we operate.

Values

Values

23
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Legal requirements

In terms of Section 121 (1) of the MFMA (2003), every municipality and every municipal
entity must prepare an Annual Report for each financial year. The Council of a
municipality must, within nine months after the end of a financial year, deal with the
Annual Report of the municipality and of any municipal entity under the Municipality's

sole or shared control in accordance with Section 129 of the MFMA (2003).

Purpose of an Annual Report

1. To provide a record of the activities of the municipality or municipal entity during
the financial year to which the report relates.

2. To provide a report on performance against the budget of the municipality or
municipal entity for that financial year.

3. To promote accountability to the local community for the decisions made

throughout the year by the municipality or municipal entity.

Scope of report

This Annual Report covers CENTLEC (SOC) Ltd's (the municipal entity) governance,
financial, service delivery performance, and environmental, broader economic and
overall sustainability performance information for the financial year 2019/20. It provides
an account of the entity's progress as at the end of June 2020 and offers a forward-

looking perspective in terms of future plans and value-generating strategies.

1.10 Functions, population and service delivery overview

The municipal entity is mandated to provide electricity services to all its customers. As
the electricity. distribution service provider of the MMM, the municipal entity's core
competency is to purchase, distibute and sell electricity within its geographical

footprint.

25| Page
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CENTLEC (SOC) Ltd was established as a municipal entity wholly owned by MMM in
terms of the Municipal Systems Act (Act 32 of 2000) and the Companies Act, (Act 71 of
2008).

Electricity distribution/energy services: the municipal entity distributes electricity to
Mangaung, Kopanong, Mantsopa and Mohokare municipalities. The municipal entity
purchases its energy from Eskom at 27 supply points in 22 fowns in the Southern Free

State and the Mangaung supply area.

Construction of electrical networks: All new electrification networks and upgrading of
existing networks are handled by the municipal entity’s design and construction
sections, and where additional capacity is required, it is done through the supply chain

processes and the appointment of private companies.

Operation, maintenance and extension of networks: The maintenance of electricity
distribution networks forms a large part of the municipal entity's operations. A 24-hour
standby service ensures that customers are not inconvenienced by long power
outages. Ongoing evaluation is performed on existing networks to defect any
overloading or failure and this is addressed with the upgrading and/or extension of the

particular network.

Metering, pre-payment vending and Billing services: Modern me

employed to meter the various categories of customers. Pre-payment and credit
metering systems are in use. Extensive pre-payment vending facilities are available to
customers to ensure convenience and availability at all times. Credit meter reading

and billing have been done in-house from 01 July 201 1.

The municipal entity has approximately 174 721 active customers, ranging from
domestic to commercial and industrial properties, as detailed below. The number of
customers have increased slightly compared to the previous year due to new

connections.

Customer base as per tariff group as at 30 June 2020:
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Mangaung Kopanong | Mohokare | Mantsopa Total
Metropolitan
Municipality
28,551 2,179 426 198 31,354
128,254 5,099 2,994 2,425 138,772
1,686 345 167 281 2,479
31 - - - 3]
202 - - - 202
1 = = - 1
5 2 1 - 8
e 3 1 - 11
16 - - - 16
591 - - - 591
. 1 - < |
5 35 1 - 4]
4 - - - 4
173 - - - 173
- 4 - 1 5
572 - - = 572
3 15 7 8 33
5 - - - S
174 - - - 174
1 - - = 1
- 13 = 2 15
7 2 - - 9
- - - 6 6
22 95 29 71 217
160,310 7,793 3.626 2,992 174,721

1.11 Financial health overview

Although the municipal entity has been able to honour its financial commitments,
financial viability remains one of the major challenges faced by municipalities and
municipal entities. The main challenges having an impact on the financial viability of
the entity are:

° Debt collection.

27 | Page
Centlec Annual Report 2019/20



X

MANGAUNG

&

MENTLEM

) Low revenue growth.

. Above-inflation increase in bulk purchases.
) Distribution losses (mainly as a result of theft).
. Cable theft.

o High unemployment.

Financial health summary:

Financial health summary:

2 820 555 691 | 2820555691 | 100% | 2657779648 | 162776043

2684 816554 | 952% | 2684 816 554 95% | 2503722302 | 181094 252 7%
26 000 000 | 0,9% 26 000 000 1% | 22608696 | 3391304 | 15%

109739137 | 4% | 109739137 4% | 131448650 | - 21709513 | -17%
2255226162 | 100% | 2255226162 | 100% |2 735558 657 | - 480332495 | -18%
2255570522 | 100% | 2255570522 [ 100% |2727698666 | - 472128144 | -17%

- 344 360 0% - 344 360 0% 9647299 | - 9991659 0%

I 0% . 0% | - 1787308 1787308 | 200%

565329529 | 25% | 565329 529 25% |- 77779009 | - 317556 452 | -195%

{@; The variance is due to the fact that the amount budgeted for included VAT while the actual amount recognized for the grant revenue excludes VAT,

#: The variance is mainly due to the revision of the number of street lights and streetlight luminaires that are used as a basis to calculate the street light consumption revenue following the

2019/20 assets verification.

&: The variance is attributed to under provision on some of the line items in the general expenses category.

R 3 000 000 000,00
R 2 500 000 000,00
R 2 000 000 000,00
R 1 500 000 000,00
R 1 000 000 000,00
R 500 000 000,00

R 0,00

-R 500 000 000,00

Revenue 2019/20

Original Budget

Adjustment Budget

Actual

£

= Revenue = Electricity = Granis = Other Revenue

Expenditure ® Surplus / (Deficit) before taxation
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Financial health summary (continued):

Details

Capital Expenditure

2019/20

2018/19

Original Budget

R 145 638 821

R 96 647 176

Adjustment Budget

R119 158 821

R 186 035 354

Actual Expenditure

R116 135721

R 182 548 423

R 200000 000
R 180000 000
R 160000 000
R 140000 000
R 120000 000
R 100000 000
R 80000 000
R 60000 000
R 40000 000
R 20000 000
RO

Capital Expenditure

2019/20

# Original Budget ® Adjustment Budget

Centiec Annual Report 2019/20

2019/20

201819

Actual Expenditure

29 |Page



4

MANGAUNG

CHAPTER 2: GOVERNANCE
CHAPTER 2: GOVERNANCE

2.1.

2.1.1.

Intergovernmental relations recipients

Infroduction to co-operative governance and intergovernmental relations

Guidance in terms of co-operative governance is achieved via structures and
forums created and functioning in terms of the intergovernmental Fiscal Relations
Act (Act 97 of 1997) and the Intergovernmental Fiscal Regulations Framework,
service delivery in line with national KPAs, which ultimately become municipal KPAs

and eventudlly KPIs,

° Nationdl intergovernmental structures:

The municipal entity participates in national forums and this assists in the

appropriate allocation of resources 1o address service backlogs.

. Provincial intergovernmental structure:

The municipal entity entered into service delivery agreements with three
neighbouring municipalities on electricity distribution and maintenance, which

enhance service delivery to communities.

. Relationships with municipal entities:

Decisions are taken by the Board according to the IDP programmes and
interventions from municipalities as well as the allocated budget for executing
these decisions. Performance contracts are entered into with all executive
managers in line with the SDBIP, which forms part of the municipal SDBIP.
Progress and performance of these executive managers are reported on in
terms of Section 87 of the MFMA (2003) on both a monthly and quarterly basis.

Policies of the entity relating to budget are aligned with those similar policies of

the municipality.
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° District intergovernmental structures:

The South African Local Government Association (SALGA) regional office plays
a key role in ensuring that regular meetings are held including local and district

municipdlities, with derived benefits of service delivery co-ordination.

2.2. Public accountability and participation

2.2.1.

2.2.2,

Overview

In terms of Section 15(1) and (2} (b) of the Municipal System Act (2000), a municipal
entity must create by-laws. These by-laws are in place and are reviewed on a needs
basis. Section 16(1) (a) (i) of the Municipal System Act (2000) requires a municipal
entity to develop a system of governance that complements formal representative
governance with a system of participatory governance. In view of this, the municipal

entity does the following:

. IDP meetings.
. Performance management monthly reporting.

. Community participation in the budget process.

Provision is made in terms of the budget to execute Section 16(1) (¢) of the Municipal
System Act (2000). Section 18(1) (d) of the Municipal System Act (2000) requires the
municipality to make available to the community information concerning municipal
governance, management and development. The municipal entity complies with

this in that there are various public meetings held with the community.

Public meetings

° Communication, participation and forums:

This is co-ordinated by MMM in terms of legislative requirements, with MMM

also responsible for arrangements in relation to the meetings.

° Ward commitiees:

This is contained in the combined Annual Report of MMM.
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. Effectiveness of public meetings held:

This is contained in the combined Annual Report of MMM.

° IDP participation and alianment:

This is contained in the combined Annual Report of MMM.

2.3. Ethical leadership

Responsible leadership, characterised by the values of responsibility, accountability,
fairness and transparency, has been a defining characteristic of the entity since the
entity’s establishment in 2003. The Board recognises the impact that the municipal entity
has on the economy and society and therefore strives to ensure that there is an ethical
relationship between the entity and all its stakeholders. The Board has taken steps to
entrench ethical leadership in the formulation of its strategy and to ensure that there
are consequences for non-adherence to these values. The Board provides effective
leadership based on a principled foundation and the municipal entity subscribes to
high ethical standards. The Board has put in place structures and controls to inculcate

an ethical culture.

The fundamental objective has always been to do business ethically while building a
sustainable entity that recognises the short- and long-term impact of its activities on the
economy, society and the environment. In its deliberations, decisions and actions, the
Board is sensitive to the interests and expectations of the municipal entity’s stakeholders

and to ensure that its decisions are grounded in the municipal entity’s values.

2.4. Political governance: Board of Directors
The Board of Directors consisted only of five (5) non-executive Directors and one (1)

member resignhed on the 2279 May 2019 which left Board of Directors with only four (4)
members by 30 June 2020.
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Chairperson African Male
Deputy Chairperson African Female
Non-Executive Director African Male
Non-Executive Director African Male

The Board has met regularly and retains full control of the company. The Board remains
accountable to MMM (the municipal entity’s sole shareholder) and its stakeholders, the

citizens of Mangaung and the other areas where electricity is distributed.

Non-executive directors contribute an independent view to matters under consideration

and add to the depth of experience of the Board. The roles of Chadirperson and Chief
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Executive Officer of the company are separated, with responsibilities divided

between them. The Chairperson has no executive functions. Members of the Board have
unlimited access to the Company Secretary, who acts as an advisor to the Board and its
committees on matters including compliance with company rules and procedures, statutory

regulations and best corporate practices.

The Board or any of its members may, in appropriate circumstances and at the expense of

the company, obtain the advice of independent professionals.

2.4.1. Board Members as at 30 June 2020

2.4.1.1. Duties of Directors
Section 93H of the Municipal System Act (2000}, stipulates that:

The Board of Directors of a municipal entity must:

) Provide effective, transparent, accountable and coherent corporate
governance and conduct effective oversight of the affairs of the municipal
entity.

. Ensure that the municipal entity complies with ail applicable legislation and
agreements.

. Communicate openly and promptly with the parent municipality of the
municipal entity.

. Deal with the parent municipality of the municipal entity in good faith.
2.4.1.2. Statement of Compliance

The Board of Directors and executives recognise and are committed to the
principles of fransparency, integrity and accountability advocated by the King IV,
Report on Corporate Governance for South Africa, 2016 (effective April 2017).
Through this process, the shareholder and other stakeholders are assured that the
company is being managed ethically according to prudent risk parameters in
compliance with generally accepted corporate practices. The monitoring of the

company's compliance with King IV forms part of the mandate of the Audit and
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Risk Committee. The municipal entity has complied with the code in all

material respects during the year under review, except for cases as reported in

the notes to the financial statements on non-compliance with legislation.

The Board held both ordinary and special meetings during the period under

review, in which a number of decisions were taken as follows.

2.4.2. Board meetings

14/08/2019 | CENTLEC (SOC) Lid,30 Rhodes Avenue, Oranjesig, Bloemfontein
30/08/2019 | CENTLEC (SOC) Lid,30 Rhodes Avenue, Oranjesig, Bloemfontein
05/12/2019 | CENTLEC (SOC) Ltd, 30 Rhodes Avenue, Oranjesig,
Bloemfontein _

13/03/2020 | CENTLEC (SOC) Lid, 30 Rhodes Avenue, Oranjesig,
Bloemfontein

15/06/2020 | Virtual meeting

2.4.3 Board meeting attendance

Chairperson R [ v

Deputy Chairperson X [N V] N2 Y 45

Member i e e i =

Member vV | V] N X <5 4/5
v = present x= apology
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2.4.4 Board Committees

The Board had the following committees during the period under review:
o Audit and Risk Committee.

. Finance Committee.

. Human Resources and Remuneration Committee.

. Social Responsibility and Ethics Committee.

. Information Technology Governance Committee.

. Engineering Committee.

2.4.4.1 Audit and Risk Committiee

The Committee is responsible for reviewing the effectiveness of the financial
reporting process, the system of internal control and management of financial risks,
the assurance process, and the entity's process for monitoring compliance with iaws

and regulations and its own code of business conduct.
The appointed Audit and Risk Committee will serve for a period of four (4) years in
the office which commenced on 15t October 2017 until 31st October 2021. Under

the year under review one of the ARC members passed away.

Audit and Risk Committee attendance

= present x = apology

#= Mr. E.T Tsoaeli lost his life during the year under review.
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2.4.4.2 Finance Commitiee

The role of the Committee is to assist the Board in fulfilling its responsibility of oversight
with respect to all governance aspects, financial management and financial
accounting, inter alia assisting the Board in fulfiling its responsibility to oversee
CENTLEC (SOC) Ltd’s financial position, financing plans and programmes, cash

management, investment management, employee retirement plans, insurance

management and review of financial and procurement policies.

Chairperson

Member

Invitee

Invitee

Invitee

2.4.4.3. Human Resources and Remuneration Committee

The role of the Committee is to assist the Board in ensuring that the company

remunerates Directors and executives fairly and responsibly and that the

disclosure of Directors and remuneration is accurate, complete and transparent.

Chairperson

Invitee

Invitee

Invitee

Invitee

Invitee
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2.4.4.4.

2.4.4.5.

Social Responsibility and Ethics Committiee

The role of the Committee is to assist the Board with the oversight of social and
ethical matters and ensuring that members of the Board of Directors and
employees of the entity adhere to the established Code of Conduct in terms of
Schedule 1 and 2 of Municipal Systems Act (2000), as amended, the Municipal
Finance Management Act (2003), any other legislation applicable to the entity as

well as good governance principles as outlined in the King IV Report on Corporate

Governance for South Africa, 2016 (effective April 2017).

Chairperson

Member

Invitee

Invitee

Invitee

Invitee

Invitee

Information Technology Governance Committee

The role of the Committee is to oversee the implementation, monitoring and
review of the CENTLEC (SOC) Ltd policies, procedures, practices and guidelines
aimed at meeting the Information and Communication Technology (ICT)

governance requirements as stipulated in the King IV report.

Chairperson

Member

Invitee

Invitee

Invitee

Invitee
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2.4.4.6. Engineering Committee

The Committee is charged with the responsibility to oversee the implementation,

monitoring and review of the CENTLEC (SOC) Ltd policies, procedures, practices

and guidelines aimed at meeting the requirements as stipulated amongst others in
the NRS 047 and 048 documents.

Chairperson

invitee

Invitee

Invitee

Invitee

Invitee
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2.4.4.7. Meetings of Board Committees

The respective committees held meetings during the period under review,

as follows:

3 2 August 2019

4 November 2019

03 March 2020

3 6 August 2019

11 November 2019

27 February 2020

4 2 August 2019

11 September 2019

4 November 2019

3 March 2020
2 22 November 2019
3 | 5 August 2019
7 November 2019
9 March 2020
6 31 July 2019

29 August 2019

1 November 2019

28 November 2019

28 February 2020

May 2020

2.4.4.8. Board decision-making

During the period under review, the Board took a number of decisions for
implementation. Decisions were taken from duly constituted meetings in line with
legislation and such decisions were minuted, the records of which are available in

the office of the Company Secretary.
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The functional areas of the municipal entity’'s administration are divided into the
Office of the Chief Executive Officer, Office of the Company Secretary, Human
Resources, the Office of the Chief Financial Officer, Engineering: Wires, Engineering:

Retail and Compliance and Performance. The entity employed 673 staff members.

The entire administration is under the leadership of the Chief Executive Officer who is

accountable to the Board of Directors.

2.5.1 The Executive Management

The Chief Executive Officer, together with his senior managers, constitutes the
executive management team of the municipal entity. The following individuals were

part of the executive management team of the municipal entity for the period under

review:

Chief Executive Officer A Male
Company Secretary A Male
EM: Human Resources A Female
Chief Financial Officer A Male
EM: Engineering Wires A Male
EM: Engineering Refail A Male
EM: Compliance & Performance A Female

The Executive Committee held various meetings during the year under review.

10 July 2019 AS PER ATTENDANCE
16 July 2019 AS PER ATTENDANCE
17 July 2019 AS PER ATTENDANCE
18 July 2019 AS PER ATTENDANCE
19 July 2019 AS PER ATTENDANCE
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24 July 2019

AS PER ATTENDANCE

28 August 2019

AS PER ATTENDANCE

10 September 2019

AS PER ATTENDANCE

8 October 2019

AS PER ATTENDANCE

10 October 2019

AS PER ATTENDANCE

23 October 2019

AS PER ATTENDANCE

24 October 2019

AS PER ATTENDANCE

29 October 2019

AS PER ATTENDANCE

30 October 2019

AS PER ATTENDANCE

31 October 2019

AS PER ATTENDANCE

5 November 2019

AS PER ATTENDANCE

13 November 2019

AS PER ATTENDANCE

19 November 2019

AS PER ATTENDANCE

20 November 2019

AS PER ATTENDANCE

23 January 2020

AS PER ATTENDANCE

27 January 2020

AS PER ATTENDANCE

12 February 2020

AS PER ATTENDANCE

16 March 2020

AS PER ATTENDANCE

2.5.2 Remuneration

Non-executive Directors’ and independent Audit and Risk Committee
members' fees are only paid in accordance with the council’'s approved
fee structure. The remuneration of Non-Executive Directors amounted to R
608 528 while the remuneration of Executive Management amounted to R

10 650 352. See Notes 25 and 42 respectively in the Annual Financial

Statements for detail.
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