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Risk Management and Internal Control unit

The institution has outsourced the internal control; the risk management had been effective throughout the

year with the following areas of improvements to address:

e Lack of well-established ICT systems with an appropriate IT governance framework.

e Inadequate safety and security control measures for artefacts

e Lack of disaster management plan in place (a natural disaster may damage artefacts)

o Inadequately planned revenue generation (no charge/ tariff for tour guiding in the Museum, entrance fee,
facilities rental.)

An enterprise-wide risk assessment was conducted, and the internal control system was effective for the
year under review, there was no material breach in controls.

Accordingly, we report that the general system of internal control for the period under review were effective
and efficient. The internal controls are operating satisfactorily to ensure that the financial records may be
relied upon to prepare the Annual Financial Statements and that accountability for assets and liabilities is
maintained.

INTERNAL AUDIT AND AUDIT COMMITTEES

The work and critical activities performed by both Internal Audit and Audit Committees are outlined in the
Report of the Audit and Risk Committee for the period 2021/22 below.

COMPLIANCE WITH LAWS AND REGULATIONS

To ensure compliance, we developed the strategies and policies that would apply to the Museum, meet with
management to ensure the policies and procedures being created were feasible for individual departments,
determined the best format of policies, and ensured that the procedure manuals were easily accessible to the
employees and considering the best way to measure the understanding by employees of all policies.

FRAUD AND CORRUPTION
NMM has the fraud prevention strategy in place, which advocates an antifraud operating environment. A
hotline number is available for each person who suspects the fraudulent activity to contact. An anonymous

box can also be used to complain if the action relates to an employee. In the 2021/22 financial year, no cases
were reported relating to fraudulent activities.

MINIMISING A CONFLICT OF INTEREST
All the employees are required to sign a declaration of interest each year, and all the employment contracts
state that no employee would do a business that would compete with the Museum. At the same time, the

Museum still employs that employee.

Each year the security office would verify the declarations and follow up where there have been
discrepancies.

CODE OF CONDUCT

There have been no cases reported in the current year.
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Health Safety and Environmental issues

NMM has an OHS policy statement stipulating measures and compliance according to OHS regulations. The
museum has appointed a Safety Officer to ensure safety measures are in place. The building is compliant;
there is also a Safety Committee responsible for monitoring the safety measures and making
recommendations. There are first aiders that were trained, and more safety training will be conducted on
staff.

B-BBEE Compliance performance information

L Response . .
Criteria Discussion
Yes/No

Determining qualification criteria for the issuing of No

licenses concessions or other authorisations in

respect of economic activity in terms of any law?

Developing and implementing a preferential Yes Ensuring that any acquisition of goods or services

procurement policy? between R30 000 and R50 million is evaluated using
the 80/20 preference point system where price
accounts for 80 points and the service provider's
BBEE level of compliance accounts for 20 points.

Determining qualification criteria for the sale of No NA

state-owned enterprise?

Developing criteria for entering into partnerships Yes As part of ensuring efficient service delivery to the

with the private sector? public, the collaboration with the private sector is
paramount.
This is in line with our stakeholder engagement
strategy to partner with reputable and value-adding
private sector stakeholders.

Determining criteria for the awarding of incentives, No NA

grants and investment schemes in support of
Broad-Based Black Economic Empowerment?
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Report of the Audit and Risk Committee for the period
2021/22

Introduction
The Committee is pleased to present its close-out annual report for the financial year ending 31 March 2022.

This report is presented in accordance with the requirements of the Public Finance Management Act No. 1 of
1999, as amended and the recommendations contained in the Fourth King Report on Governance for South
Africa and the King Code of Governance Principles (King IV).

Audit Committee Responsibility

The Committee reports that it has complied with its responsibilities arising from sections 51 (1) (a) (ii) and 77
of the Public Finance Management Act read with Treasury Regulation 27.1.

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

Internal Audit

The purpose of the Internal Audit function is to provide independent, objective assurance and consulting
services designed to add value and improve the Museum's operations. This function helps the Museum to
accomplish its objectives and translation thereof to operational activities by bringing a systematic and
disciplined approach to evaluating and improving the effectiveness of risk management, control, and
governance processes. Internal Audit has unrestricted access to all functions, records, property, and
personnel of the Museum and the Audit Committee. Adequate resources for the three years plan review are
annually allocated to the Internal Audit function. Internal Audit reports administratively to the Accounting
Officer and functionally to the Audit Committee.

The audit approach combines two types of audit engagements: assurance and consulting (advisory)
services. Internal Audit is at all times when conducting their work or any other tasks assigned to them,
guided by the International Standards for the Professional Practice of Internal Auditing and the Code of
Ethics, as published by the Institute of Internal Auditors and complies with the relevant sections in the Public
Finance Management Act (Act No. 1 of 1999), as amended, and related Treasury Regulations.

Audit Committee

The Audit Committee is an independent body that reports to the Accounting Officer through its Chairperson.
The overall objective of the Audit Committee is to assist in ensuring that there are effective organisational
management and control measures that are applied by the Executive Management to discharge their duties
relating to:

e Safeguarding of assets

e The adequate operation of procedures and controls

e Financial reporting process

e Performance information management

e System of internal control over financial reporting

e Audit process
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e Museum processes for monitoring compliance with laws and regulations and the code of conduct

The Audit Committee is also responsible for reviewing the Annual Financial Statements and Performance
Information reports, as required by the Public Finance Management Act and the related Treasury Regulations.
The Audit Committee does not perform any management functions or assume any management
responsibilities but functions as an objective and independent oversight committee, making
recommendations to the Accounting Officer for their approval or final decision. Overall, the Audit Committee
executes its responsibilities through close liaison and communication with management, Internal and
External Auditors, and where it deems necessary, engages with the Executive Authority.

Audit Committee members and attendance

The Audit Committee consists of the members listed below, of which four are independent in line with good
corporate governance practice. The Committee meets at least four times per annum per its approved terms of
reference. During the year under review, the Committee held four meetings.

The following is a schedule of members and attendance records for meetings:

14* October 25t January
2021 2022

Name of Member 18" May 2021 23 July 2021 27 July 2021

Adv. T Nevondwe Present Present Present Present Present
(Chairperson)

Adv. Simthandile Peter Present Present Present Present Present
Mr N Baloyi Present Present Present Present Present
Ms T Ndlovu Present Present Present Present Present

Effectiveness of Internal controls

The internal controls system applied by the NMM over financial and risk management is effective, efficient,
and transparent.

In line with the PFMA and the King IV Report on Corporate Governance requirements, Internal Audit and
management, who are responsible for the development and maintenance of internal control and sound
governance systems, provide reports to the Audit Committee to give assurance on the appropriateness and
effectiveness of measures in place or the development of new measures.

During the year, the committee addressed Risk Management, Performance Information Reporting, Financial
Information Reporting, Compliance Environment, Internal Auditing, Fraud and Investigations Reporting Legal
Matters, and engaged with the Auditor-General's reports for the NMM.

The role played by the committee was instrumental in identifying corrective actions and providing guidance
on necessary enhancements to the controls and processes that affect the Museum compliance, risk, and
performance environment, as well as the responsibilities that the NMM has to its external environment.

The Committee is satisfied that the NMM's assets are safeguarded and that liabilities and working capital are
well managed. Upon assessing various reports from the Internal Auditors, the External Audit Report on the
Annual Financial Statements, and the Management Report of the Auditor-General South Africa, it is noted
that no matters were reported that indicate any material deficiencies in the system of internal control or any
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deviations therefrom. Accordingly, it can be reported that the internal control system over financial reporting
for the period under review was efficient and effective.

Internal Audit

The Committee is satisfied that the internal audit function is operating effectively and has effectively
addressed the risks pertinent to the Museum in its audits. The internal audit plan was approved for this
financial year and is closely monitored by the Audit Committee.

In-Year Management and Monthly/Quarterly Reports

The Committee is satisfied with the content and quality of monthly and quarterly reports prepared in terms of
the PFMA issued by the Accounting Officer of the Museum during the year under review.

Evaluation of Financial Statements

The Committee has:

¢ Reviewed and discussed the audited Annual Financial Statements to be included in the Annual Report
with the Auditor-General South Africa and the Accounting Officer

e Reviewed the Auditor-General South Africa’'s management report and management’s response thereto

e Reviewed changes in accounting policies and practices

e Reviewed the Museum's compliance with legal and regulatory provisions

e Reviewed significant adjustments resulting from the audit

Auditor-General's Report

We have reviewed the Museum's implementation plan for audit issues raised in the previous year and are
satisfied that the matters have been adequately resolved. The Audit Committee concurs and accepts the
Auditor-General's conclusions on the Annual Financial Statements and is of the opinion that the audited
Annual Financial Statements be accepted and read together with the report of the Auditor-General.

Conclusions

We want to extend our appreciation to the Executive Authority, Accounting Authority, management, and
internal and external auditors for their efforts to address concerns raised by the audit committee.

Approval

The report represents activities from the day of the Committee's occupation of an office.

Adv. T Nevondwe

Audit and Risk Committee Chairperson
Nelson Mandela Museum

31 August 2022
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Part D:
Human Resources

Nelson Mandela Museum has a staff complement of 28 employees in different occupational categories,
comprising of Chief Executive Officer (Head of Institution), three (3) senior managers, and four (4) middle
managers. There are currently two (2) vacancies. The human Resource Unit, under the museum’s Corporate
Services Department, is responsible for recruitment, staff wellness, development of skills capacity, and
harmonising relations between staff members and the management.

NMM is undergoing a strategic analysis to assess possible gaps that may deter identifying the target human
capital. It is of utmost importance that the museum identifies current and future personnel needs and finds
methods to recruit and retain the right skills aligned to NMM's overall strategic objectives. The staff
Retention policy is in place, and job evaluation is underway to determine the value of the museum'’s current
positions against what is offered by the labour market. There are also Performance Management and Payroll
policies; these policies serve as a guide to ensure that employees are compensated, awarded benefits, and
appraised for performing above their standards.

The museum empowers the employees to stay healthy by providing health and financial awareness
programmes. Regular workshops are organised to help in improving employee health and productivity.

NMM has applied for a skills levy grant to develop and improve employees’ skills. The museum has a major
shortfall in skills development, resulting from a lack of financial resources and discouragement in staff
members' participation in personal development programmes.
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The table in this report will show the number of staff members sent for training by the museum.

The museum also encourages its staff members to register for diplomas and degrees in fields of their choice
related to museum work and in line with their responsibilities in the museum. The unit undertakes a skills
audit exercise at the beginning of each financial year to analyse the training needs and plan to have the
desired skills.

The following table reflects the Skills Development progress:

HUMAN RESOURCES OVERSIGHT AND STATISTICS IN 2021/2022

e Personnel Related Expenditure

e The following tables summarise the final audited personnel-related expenditure by programme and by
salary bands. In particular, it indicates the following:

e amount spent on personnel

e amount spent on salaries, overtime, homeowner’s allowances, and medical aid.

Personnel expenditure by the programme for the period 1 April 2021 and 31 March 2022

Programme Total Expenditure Personnel Training Personnel expenditure as a
9 P Expenditure Expenditure % of total expenditure
Heritage and 4971 863 2102 551 12755 42.28%
Conservation
Public Engagement 3682 652 1921088 127137 52.16%
Corporate Services 24074 498 10 406 255 47 291 43.22%
TOTAL 32729013 14 429 894 187 183 44.08%

Personnel costs by salary band for the period 1 April 2021 and 31 March 2022

Personnel % of total personnel Average Personnel
Level . Number of Employees
Expenditure cost costs per employee
Executive 3908 887 27% 4 977 221
management
Middle Management 2075227 14% 4 518 807
Staff 8445780 59% 20 422 289
TOTAL 14 429 894 100% 28 515353

Salaries, overtime, Home Owner’s Allowance and Medical Aid by the programme for the period 1
April 2021 and 31 March 2022

Salaries Overtime
Salaries as . % of performance
Programme 2% of Overtime as a H:\rlr::woazr;:rs Rewards to total
Amount T Amount % of personnel personnel costs
costs
costs

Executive 3908 887 27% - - - 2%
management
Middle Management 2075227 14% = = = 3%
Staff 8445780 59% = - 360720 4%
TOTAL 14 429 894 100% = - 360720 9%
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Training costs

Training

NELSON MANDELA MUSEUM

Average training

.. . Number of
. . Personnel Training expenditure as
Business Unit . . o employees
Expenditure Expenditure % of personnel :
trained
costs
Heritage and 2102 551 12755 0,60%
Conservation
Public Engagement 1921 088 127137 6,61%
Governance 10 406 255 47 291 0,45%
TOTAL 14 429 894 187 183 1,29%

Employment and Vacancies by the programme as on 31 March 2022

Number of posts on
approved
establishment

Number of posts

Programme Vacancy Rate

filled

cost per
employee
7 1822
3 42379
11 4299
21 8508

Number of employees
additional to the
establishment

Heritage and Conservation 1 10 9%
Public Engagement and 4 4 0
Marketing

Governance 13 12 8%
TOTAL 28 26 7%

Employment and Vacancies by salary band as on 31 March 2022

Number of posts on
approved
establishment

Number of posts
filled

Salary band

Vacancy Rate

Number of
employees
additional to the
establishment

Executive Management 4 4 0
Middle Management 4 2 50%
Staff 20 20 0
TOTAL 28 26 7%

Filling of SMS Posts

o o o o

The tables in this section provide information on employment and vacancies related to members of the
Senior Management Service by salary level. It also provides information on advertising and filling SMS posts,

reasons for not complying with prescribed timeframes, and disciplinary steps.

SMS post information as on 31 March 2022

Total Number of

Total Number of

% of SMS posts

vacant

Total Number of % of SMS posts
SMS Level funded SMS SMS posts filled filled SMS posts
posts vacant
Executive Management 4 4 100%
TOTAL 4 4 100%

0%

0%
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Advertising and filling of SMS posts for the period 1 April 2021 and 31 March 2022

Advertising Filling of Posts
Number of vacancies
SMS Level Number of vacancies Number of vacancies  per level not filled in 6
per level advertised in per level filled in 6 months but filled in
6 months of months of becoming 12 months
becoming vacant vacant
Executive 0 0 0
management
TOTAL 0 0 0

Reasons for not having complied with the filling of funded vacant SMS — Advertised within six months and
filled within 12 months after becoming vacant for the period 1 April 2021 and 31 March 2022

Reasons for vacancies not advertised within six months
N/A

Reasons for vacancies not advertised within twelve months

N/A

Notes
e In terms of the Public Service Regulations Chapter 1, Part VII C.1A.3, departments must indicate good
cause or reason for not complying with the filling of SMS posts within the prescribed timeframes.

Disciplinary steps taken for not complying with the prescribed timeframes for filling SMS posts
within 12 months for the period 1 April 2021 and 31 March 2022

Reasons for vacancies not advertised within six months
N/A

Reasons for vacancies not filled within six months
N/A

Notes

e In terms of the Public Service Regulations Chapter 1, Part VII C.1A.3, departments must indicate good
cause or reason for not complying with the filling of SMS posts within the prescribed timeframes. In the
event of non-compliance with this regulation, the relevant executive authority or head of the department
must take appropriate disciplinary steps in terms of section 16A (1) or (2) of the Public Service Act.
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Job Evaluation

Job valuation by Salary band for the period 1 April 2021 and 31 March 2022

Posts Upgraded Posts downgraded

Number of posts Number of % of posts
% of posts % of posts
Salary band on approved Jobs evaluated by evaluated Number e
establishment Evaluated salary bands
Executive 4 0 0% 0 0% 0 0%
Management
Middle 4 0 0% 0 0% 0 0%
Management
Staff 20 0 0% 0 0% 0 0%

Profile of employees whose positions were upgraded due to their posts being upgraded for the
period 1 April 2021 and 31 March 2022

Gender African Asian Coloured White Total
Female 0 0 0 0 0
Male 0 0 0 0 0
Total 0 0 0 0 0
Employees with a disability 0

Employees with salary levels higher than those determined by Job Evaluation by occupation for
the period 1 April 2021 and 31 March 2022

LS Number of employees  Job evaluation level Remuneration level Reason for deviation
N/A 0 N/A N/A N/A
N/A 0 N/A N/A N/A
N/A 0 N/A N/A N/A
N/A 0 N/A N/A N/A

Total number of employees whose salaries exceeded the level determined by job evaluation

Percentage of total employed 0%

Profile of employees who have salary levels higher than those determined by job evaluation for
the period 1 April 2021 and 31 March 2022

Gender African Asian Coloured White Total
Female 0 0 0 0 0
Male 0 0 0 0 0
Total 0 0 0 0 0

Employees with a disability 0

in the footprints
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Employment Changes

Annual turnover rates by salary band for the period 1 April 2021 and 31 March 2022

Number of employees Appointments and Terminations and
Salary band at beginning of period- transfers into the transfers out of the Turnover rate
1 April 2021 Museum Museum
Executive Management 4 0 0 0
Middle Management 4 0 0 0
Staff 20 0 0 0%
Total 28 0 0 0%

Table 3.5.2 Annual Turnover rates by critical occupation for the period 1 April 2021 and 31 March
2022

Number of employees Appointments and Terminations and
Critical occupation  at beginning of period- transfers into the transfers out of the Turnover rate
April 2021 Museum Museum
N/A
Total

Reasons why staff left the Museum for the period 1 April 2021 and 31 March 2022

Termination Type Number % of Total Resignations
Death 1 4%
Resignation 2 7%
Expiry of contract 1 4%

Dismissal — operational changes

Dismissal — misconduct

Dismissal — inefficiency

Discharged due to ill-health

Retirement

Transfer to other Public Service Departments

Other

Total 4

Total number of employees who left as a % of total 15%
employment

Promotions by salary band for the period 1 April 2021 and 31 March 2022

Salary level . Notch progression
. - o Progressions to o
. Employees 1 Promotions to promotions as a % as a% of
Occupation . another notch
April 2021 another salary level of employees by . employees by
. within a salary level X

occupation occupation
Executive 0 0 0 0 0
Management
Middle Management 0 0 0 0 0
Staff 0 0 0 0 0
TOTAL - - - - -

Attempts made to retain staff

Qualifying the museum staff and, per the museum, study policy is encouraged to capacitate themselves by
studying and attending training courses, budget allowing. They are also encouraged to see the Nelson
Mandela Museum not only as just another employment agency but as the employer of choice, even as an
institution that seeks to transform the lives of South Africans through the story of Nelson Mandela. In other
words, the museum staff is encouraged to see themselves as change agents.
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Labour Relations: Misconduct and disciplinary action

Il health

Expiry of contract

Nature of Disciplinary Action

Verbal warning

Written warning

Final written warning

Dismissal

Equity Target and Employment Equity Status

Executive
management

Middle management
Staff
TOTAL

Executive
management

Middle management
Staff
TOTAL

Disabled Staff

MALE
African Coloured Indian
Current Target Current Target Current Target
3 2 nil 0 Nil
1 2 nil Nil
12 12 nil Nil
16 16 0 0
FEMALE
African Coloured Indian
Current Target Current Target Current Target
1 2 0 0 0
1 0 0 0
10 12 0

DISABLED STAFF

NELSON MANDELA MUSEUM

o o o o o o o

White

Current Target

0 nil 0

nil

nil

White
Current Target
0 0 0
0 0
0
0

Female

Current

Executive
management

Middle management
Staff
TOTAL

Current Target
0 0
0 0
1
1 1

Organisational Development

The Nelson Mandela Museum Council adopted a strategy of planned theory and systematic change in the
employees’ attitudes, beliefs, and values through the creation and reinforcement of long-term training
programs. This strategy starts with a careful organisation-wide analysis of the current situation and future
requirements. It employs techniques of behavioural sciences such as behaviour modelling, sensitivity
training, and transactional analysis. The Nelson Mandela Museum's objective is to enable the organisation to
adopt-better to the fast-changing external environment of new markets, regulations, and technologies.

in the footprints
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RESIGNATIONS AND TERMINATIONS

There were two resignations; both employees got better offers. The museum has experienced a tragic loss of
one employee due to death, and the one employee’s contract expired on 31 March 2022.

HUMAN RESOURCES ALIGNMENT

The restructuring process aimed to align the museums' staff according to the training they have received.
The restructuring process also aims at auditing the skills and capacity of staff members.

LABOUR RELATIONS MATTERS
The National Health and Allied Workers Union (NEHAWU) is one of the recognised unions at the Nelson

Mandela Museum since most staff are its members. NEHAWU appointed two staff members as Shop
stewards to represent the interest of their members.

DISCIPLINARY CASES
None.

CCMA

One CCMA case.
GRIEVANCES

There were two grievances lodged, and they were both resolved.

PERFORMANCE MANAGEMENT SYSTEM
Performance agreements are in place for all managers and staff, and Reviews are completed for all four

quarters. Each manager submits quarterly reports to the relevant council committees to monitor the
Institution’s annual targets’ performance.

POLICY REVIEW

Most Museum policies have been reviewed through departmental Senior Managers and submitted to the
relevant council committees.

¥
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Report of the auditor-general to Parliament on Nelson Mandela Museum

Report on the audit of the annual financial statements

1. | have audited the financial statements of the Nelson Mandela Museum, which comprise
the statement of financial position as at 31 March 2022, the statement of financial
performance, statement of changes in net assets, cash flow statement and statement of
comparison of budget information with actual information 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 Nelson Mandela Museum as at 31 March 2022, and its financial
performance and cash flows for the year then ended in accordance with the Standards of
Generally Recognised Accounting Practice (GRAP) and the requirements of the PFMA.

Context for the opinion

3. | 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.

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

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

Emphasis of matter
6. |draw attention to the matter below. My opinion is not modified in respect of this matter
Irregular expenditure

7. As disclosed in note 31 to the financial statements, the balance of irregular expenditure of
R4,5 million (2020-21: R4,5 million) was incurred over a number of years and has not been
recovered, condoned or written off.

Responsibilities of the accounting officer for the financial statements

8. The accounting officer is responsible for the preparation and fair presentation of the
financial statements in accordance with GRAP and the requirements of PFMA, and for such
internal control as the accounting officer determines is necessary to enable the preparation
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of financial statements that are free from material misstatement, whether due to fraud or
error.

9. In preparing the financial statements, the accounting officer is responsible for assessing the
museum’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 museum or to cease operations, or has
no realistic alternative but to do so.

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

10. 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.

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

Report on the audit of the annual performance report

Introduction and scope

12. In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in
terms thereof, | have a responsibility to report on the usefulness and reliability of the
reported performance information against predetermined objectives for selected
programmes presented in the annual performance report. | performed procedures to
identify material findings but not to gather evidence to express assurance.

13. My procedures address the usefulness and reliability of the reported performance
information, which must be based on the museum’s approved performance planning
documents. | have not evaluated the completeness and appropriateness of the
performance indicators included in the planning documents. My procedures do not examine
whether the actions taken by the museum 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.

14. | evaluated the usefulness and reliability of the reported performance information in
accordance with the criteria developed from the performance management and reporting
framework, as defined in the general notice, for the following selected programme
presented in the museum’s annual performance report for the year ended:

%9
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Programmes Pages in the annual performance report

Programme: Business development

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

16. | did not raise any material findings on the usefulness and reliability of the reported
performance information for this programme: Business development.

Other matters

17. We draw attention to the matter below. Our conclusion are not modified in respect of these
matters.

Achievement of planned targets

18. Refer to the annual performance report on page xx - xx for information on the achievement
of planned targets for the year and management’s explanations provided for the
underachievement and overachievement of targets.

Report on the audit of compliance with legislation

Introduction and scope

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

Annual financial statements, performance and annual report

20. The financial statements submitted for auditing were not prepared in accordance with the
prescribed financial reporting framework, as required by section 55(1)(b) of the PFMA.
Material misstatements identified by the auditors in the submitted financial statements were
corrected, which resulted in the financial statements receiving an unqualified opinion.

Other information

21. The accounting officer is responsible for the other information. The other information
comprises the information included in the annual report, the audit committee’s report and
the company secretary’s report, as required by the Companies Act, 71 of 2008 (Companies
Act). The other information does not include the financial statements, the auditor’s report
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and those selected programmes presented in the annual performance report that have
been specifically reported in this auditor’s report.

22. 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.

23. 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 programmes presented in the annual performance report, or
my knowledge obtained in the audit, or otherwise appears to be materially misstated.

Internal control deficiencies

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

25. Management did not prepare financial statements that are in compliance with the
Standards of GRAP and an annual performance report that is in compliance with
performance standards. Oversight did not properly review the annual financial statements
and the annual performance report to ensure accuracy and completeness of reported
information.

26. Management did not fully implement controls over the performance information,
administrative expenditure reviews, cash flow statements, GRAP requirements or financial
reporting processes, such as regular reviews and reconciling of information disclosed
against the standard requirements.

AUDITOR-GENERM

East London
31 July 2022

'R
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A UDITOR-GENERAL
SOUTH A FRICA

Y

Auditing to build public confidence
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General Information

Country of incorporation and domicile South Africa
Registered office Cnr Owen street & Nelson Mandela Drive
Bunga Building
Mthatha
5100
Business address Cnr Owen street & Nelson Mandela Drive
Bunga Building
Mthatha
5100
Controlling entity Department of Sport, Arts and Culture
Bankers ABSA Bank

Sutherland Street, Mthatha

Preparer Chief Financial Officer
Internal Auditors Lunika Inc

Secretary Taleni Godi Inc

Council Members Dr N Songelwa - Council

Chairperson

Adv L T Nevondwe- Deputy
Chairperson and ARC Chairperson

Ms T Ndlovu -FIFC Chairperson
(Joined February 2021)

Ms Z Hlatshwayo - SCC
Chairperson

Mr A K Gontse - IDC Chairperson

Prof B Mngomezulu - COC
Chaiperson

Ms J Nhlapho-Hlophe
Mr M Bavuma
Mr S Mzamo

Dr S Masuku (Resigned in October
2021)

Ms N Mandela (Joined in March
2021)

Mr S Mdlangazi (Joined in March
2021)

Dr K Nggila (Joined in March 2021)
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The reports and statements set out below comprise the annual financial statements presented to the Executive Authority:

Page
Museum Council Report 4-5
Chief Executive Officer's Report 6-7
Statement of Financial Position 8
Statement of Financial Performance 9
Statement of Changes in Net Assets 10
Cash Flow Statement 11
Statement of Comparison of Budget and Actual Amounts 12
Accounting Policies 13-25
Notes to the Annual Financial Statements 26 -44

The following supplementary information does not form part of the annual financial statements and is unaudited:

Supplementary Information 45
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Abbreviations used:

AGSA Auditor General South Africa
ARC Audit and Risk Committee
CEO Chief Executive Officer
CFO Chief Financial Officer
COC Content and Operations Committee
DSAC Department of Sport, Arts and Culture
FIFC Finance, Infrastructure and Fundraising Committee
GRAP Generally Recognised Accounting Practice
IAS International Accounting Standards
IDC Institutional Development Committee
NMM Nelson Mandela Museum
NT National Treasury
PFMA Public Finance Management Act
SCC Stakeholder Commemoration Committee
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Museum Council Report

1. General Information
1.1 The Role of the Council of the Nelson Mandela Museum

In accordance with the provisions of the Public Finance Management Act, Act 1 of 1999, (PFMA) as amended by Act 29 of
1999, and the Treasury Regulations, the Council of the Nelson Mandela Museum, (the Council) is the Accounting Authority.
Its role includes the submission to the Executive Authority and Auditor General South Africa (AGSA) information such as
Annual Financial Statements and Performance Information within two months after the end of the financial year.

2. Statement of Responsibility

The Public Finance Management Act (Act 1 of 1999) as amended, requires the Council to ensure that the Nelson Mandela
Museum keeps full and proper records of its financial affairs. The Annual financial statements should fairly present the state
of affairs of the Museum, its financial results, its performance against predetermined objectives and its financial position at
the end of the year in terms of the Generally Recognised Accounting Practice (GRAP).

The Annual Financial Statements are the responsibility of the Council. The AGSA is responsible for independently auditing
and reporting on the Annual Financial Statements.

The Annual Financial Statements have been prepared in accordance with Statements of Generally Recognised Accounting
Practice. These Annual Financial Statements are based on appropriate accounting policies, supported by reasonable and
prudent judgments and estimates.

The Council has reviewed the budget and cash flow projections for the year ending 31 March 2022. On the basis of this
review, and in view of the current financial position, the Council has every reason to believe that the Museum is a going
concern in the period ahead and has continued to adopt the going concern basis in preparing the Annual Financial
Statements.

The Council determines, introduces and implements systems of internal control and risk management that are designed to
provide reasonable assurance against material misstatements and losses. The entity also maintains these controls to
safeguard assets against unauthorised use or disposal, and for the maintenance of proper accounting records and the
reliability of the financial information used within the Museum.

The controls contain self-monitoring mechanisms, and actions are taken to correct deficiencies as they are identified. The
internal audit function is in place and has been functional throughout the year, and there are no material breakdown in the
functioning of these controls, procedures and systems which has occurred during the year under review.

3. Financial Results

Full details of the financial results are set out on pages 08 to 44 of the Annual Financial Statements.

4. Nature of Entity and its Principal Business

The core business is the conservation of heritage centred on Nelson Mandela, collecting, exhibiting and exercising
stewardship over heritage resources linked to Madiba to inspire people to learn and share from his legacy, impact on
development through education, culture and tourism.

The Museum is spread over three sites, namely the Mvezo site, Bhunga Building and Nelson Mandela Youth and Heritage
Centre (Qunu). It is a public entity falling under the National Department of Sport, Arts and Culture (DSAC) and was

established in accordance with the prescripts of the Cultural Institutions Act, Act No. 119 of 1998 and is one of the Cabinet
legacy projects.
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5. Materiality and Significance Framework for 2021/22

In terms of the Public Finance Management Act, Act No. 1 of 1999 as amended, read with paragraph 28.1.5 of the National
Treasury Regulations, the Council has developed and agreed to a framework of acceptable levels of materiality and
significance.

6. Opinion and Approval

In the opinion of the Nelson Mandela Museum Council, based on the information available to date, the Annual Financial
Statements set out on pages 08 to 44 present the financial position, the results of its operations, Cash Flow information of
Nelson Mandela Museum and comply with the provisions of the Treasury Regulations and the Public Finance Management
Act (Act 1 of 1999, as amended) for the year then ended.

The Annual Financial Statements set out on pages 08 to 44 for the year then ended were approved by the Museum Council
on 31 July 2022.

Dr N Songelwa
Council Chairperson
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Chief Executive Officer's Report

1. General Review of the State of Affairs

The Council's commitment to provide strategic oversight and finances saw the museum continuing with its national and
international footprints. The available budget was used to achieve the set objectives both on the 5 year Strategy and Annual
Performance Plan. The 2021/22 financial year’s budget was effectively used to achieve the mandate of the museum.

The museum was also able to balance various needs within the confines of its approved budget. It managed to utilize its
infrastructure to promote the mandate. This also translated to maintaining the infrastructure. As an organ of state, the
Museum delivers its services in alignment with Government objectives. The Museum contributes to social cohesion,
patriotism, unity, reconciliation, economic regeneration through tourism and cultural activities, and its procurement
practices, citizen participation and awareness through outreach, education programs and exhibitions. The Museum
programs include: Governance (which deals with administration and Council support), Human Resources, Public
Engagement and Communication, Heritage Resources and Infrastructure Services.

The Nelson Mandela Museum received most of its funding from the subsidy allocations from the National Government
through DSAC. Total revenue collected by the Nelson Mandela Museum including finance income for the period under
review increased by 18,58% from R35 560 084 compared to the same period last year. The Nelson Mandela Museum'’s
results for the year ended 31 March 2022 show an increase in cash reserves from R33 874 545 to R43 543 826. This is due
to an operating surplus of R9 567 851 realized during the year under review. This increase is attributable to a net of
inflationary increase in grant allocation, interest received from investments as well as capital spending from rolled over
funds. The grant from the DSAC accounted for 92,78% of the total revenue while 6,92% relates to interest from investments
and 0,3% to sundry income as well as donations.

The operating expenditure for the period under review including finance costs is R32 729 013, showing a increase of R4
487 022 from the expenditure recorded in the previous period. The operating expenditure is made up of 44 % fixed costs of
personnel, 8% administrative expenses, 5% Audit fee, and 43% other operating expenses, which constitute the core
business of the organization with expense categories like exhibition expenses and advertising and promotion forming a
major part, and Security expenses as major contributors as well.

The Nelson Mandela Museum is a going concern in the year 2021/22. The museum will continue to adopt a going concern
basis in preparing its annual financial statements in the period ahead as the budget indicates. The institution filled all key
positions during the 2021/22 financial year. Subsequently, the NMM has seen the improved results in strategic areas and
performance in the 2021/22 financial year.

While a great deal of work still needs to be done to improve the baseline funding to facilitate meeting targets set in the
Museum’s strategic plan, the results for the year under review demonstrate progress, and management remains committed
to achieving the strategic objectives set by Council.

2. Services rendered by the Nelson Mandela Museum

The core business of the Nelson Mandela Museum is education and conservation of Heritage Resources centred around
Nelson Mandela in context, collecting, exhibiting and exercising stewardship over heritage resources linked to Madiba,
inspire people to learn and share from his legacy, impact on development through education, culture and tourism. To
achieve this objective, the Museum uses guided and unguided tours, public programs (indoors and outdoors), formal
outreach like the use of popular programmes to reach people and make an impact. Social dialogues and seminars are also
used to reach out to a wider public.

3. Tariffs

The museum has conferencing and accommodation facilities in Qunu, the facility has been closed since February 2017,
due to renovations. However, renovations did not immediately take place as planned. That also affected the reopening plan
of the facility. Currently, the museum tariff raising is through the sale of merchandise, books, etc. The museum approved
the tariffs policy in 2019/20 financial year for Bhunga building related activities.

4. Donations Box

The museum does not charge an entrance fee to its visitors. Instead, there is a Donation Box, which is used to encourage
visitors to donate. However, there has not been much activity when it comes to donations this current year.
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5. Museum Shop

The Nelson Mandela Museum Memorabilia shop has been in full operation since the upgrade of the Bhunga building of the
Museum. The shop has been run in partnership with the DSAC with the overall objective of promoting local entrepreneurs to
sell their artwork to the visitors. The museum does not charge for the space except to promote the local entrepreneurs.
These are one of the corporate social investment (CSl) initiatives of which the museum is leading.

6. COVID-19 Impact

In December 2019, a novel strain of coronavirus was reported to have surfaced in China. Since then, the virus has spread
to more than 100 countries, including South Africa. On 23 March 2020, President Cyril Ramaphosa announced measures to
combat the spread of the Covid19 coronavirus in South Africa through a three weeks nationwide lockdown with severe
restrictions on travel and movement. Measures taken to contain the spread of the virus, including travel bans, quarantines,
social distancing, and closures of non-essential services have triggered significant disruptions to businesses worldwide,
resulting in an economic slowdown.

The duration and impact of the COVID19 pandemic, as well as the effectiveness of government and central bank
responses, remains unclear at this time. It is not possible to reliably estimate the duration and severity of these
consequences, as well as their impact on the financial position and results of the Museum for future periods. The council is
not aware of any other material event which occurred after the reporting date and up to the date of this report.

7. Opinion

In the opinion of the Nelson Mandela Museum CEO, the Annual Financial Statements set out on pages 08 to 44 present
the financial position, the results of its operations, Cash Flow information of Nelson Mandela Museum and comply with the
provisions of the Treasury Regulations and the Public Finance Management Act (Act 1 of 1999, as amended) for the year
then ended.

8. Conclusion

Indeed, the museum’s financial accountability is aligned with its non-financial performance on its 2021/22 annual
performance plan. The museum wittingly improved its financial management capacity as a tool to enhance both its
performance and audit. The improved internal systems have enhanced the capacity of the museum to provide an excellent
service to the public and also be able to account for its finances. It is also safe to state that the museum remains an
important resource that promotes the values and legacy of Nelson Mandela. As the museum improves its systems, so is its
personnel’s capacity development.

Dr. V Booi
Chief Executive Officer
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Statement of Financial Position as at 31 March 2022

Figures in Rand Note(s) 2022 2021

Assets

Current Assets

Inventories 6 291 158 317 045

Receivables from non-exchange transactions 7 399 507 201 494

Cash and cash equivalents 8 78 397 247 72 247 396
79 087 912 72 765 935

Non-Current Assets

Property, plant and equipment 3 9704 984 4727 749

Intangible assets 4 208 333 29779

Heritage assets 5 9 868 320 9947 120
19 781 637 14 704 648

Total Assets 98 869 549 87 470 583

Liabilities

Current Liabilities

Payables from exchange transactions 13 7 223 400 2211104

Unspent conditional grants and receipts 11 9 821 093 12 733 031

Provisions 12 1527 116 2499 832
18 571 609 17 443 967

Non-Current Liabilities

Unspent conditional grants and receipts 11 36 741 276 36 152 072

Total Liabilities 55 312 885 53 596 039

Net Assets 43 556 664 33 874 544

Reserves

Revaluation reserve 9 9 866 510 9945 310

Accumulated surplus 10 33 690 154 23929 234

Total Net Assets 43 556 664 33 874 544
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Statement of Financial Performance
Figures in Rand Note(s) 2022 2021

Revenue

Revenue from exchange transactions

Sundry Income 15 125 682 142 856
Interest received - investment 16 2917 982 3128 956
Total revenue from exchange transactions 3 043 664 3271 812

Revenue from non-exchange transactions

Transfer revenue

Government grants & subsidies 17 38246734 32287602
Public contributions and donations 18 876 728 670
Total revenue from non-exchange transactions 39 123 462 32 288 272
Total revenue 14 42 167 126 35 560 084
Expenditure

Employee related costs 19 (14 429 894) (14 166 304)
Administration 20 (2737013) (3160 997)
Depreciation and amortisation 21 (1716 314) (1021 211)
Lease rentals on operating lease 23 (128 558) (170 014)
General Expenses 22 (13717 234) (9 723 465)
Total expenditure (32729 013) (28 241 991)
Surplus for the year 9438113 7318 093
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Statement of Changes in Net Assets

Revaluation =~ Accumulated Total net
Figures in Rand reserve surplus / deficit assets
Balance at 01 April 2020 9 866 510 16 611 141 26 477 651
Changes in net assets
Changes in Heritage Assets 78 800 - 78 800
Net income (losses) recognised directly in net assets 78 800 - 78 800
Surplus for the year - 7 318 093 7 318 093
Total recognised income and expenses for the year 78 800 7 318 093 7 396 893
Total changes 78 800 7318 093 7 396 893
Balance at 01 April 2021 9 945 310 23 929 234 33 874 544
Changes in net assets
Correction of Revaluation of heritage assets (78 800) - (78 800)
Assessment of useful lives adjustment - 322 807 322 807
Net income (losses) recognised directly in net assets (78 800) 322 807 244 007
Surplus for the year - 9438 113 9438 113
Total recognised income and expenses for the year (78 800) 9760 920 9682 120
Total changes (78 800) 9 760 920 9682 120
Balance at 31 March 2022 9 866 510 33 690 154 43 556 664
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Cash Flow Statement

NELSON MANDELA MUSEUM

Figures in Rand Note(s) 2022 2021

Cash flows from operating activities

Receipts

Grants 38048 720 32287 602

Interest income 2917 982 3 128 956

Other cash item 15 125682 142 591

Donations 163 903 670
41 256 287 35 559 819

Payments

Employee costs (14 429 896) (14 213 736)

Suppliers (12517 372) (11 522 595)
(26 947 268) (25736 331)

Net cash flows from operating activities 24 14 309 019 9 823 488

Cash flows from investing activities

Purchase of property, plant and equipment 3 (5 836 436) (2 063 828)

Cash flows from financing activities

Decrease in conditional grant (2 322 734) (3753 602)

Net increase/(decrease) in cash and cash equivalents 6 149 849 4 006 058

Cash and cash equivalents at the beginning of the year 72 247 396 68 241 339

Cash and cash equivalents at the end of the year 8 78 397 245 72 247 397
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Statement of Comparison of Budget and Actual Amounts

Budget on Cash Basis

Approved Adjustments  Final Budget Actual amounts Difference

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

Statement of Financial Performance
Revenue

Revenue from exchange
transactions

Sundry Income 74 000 - 74 000 125 682 51682
Interest received - investment 600 000 - 600 000 2917 982 2317 982
Total revenue from exchange 674 000 - 674 000 3 043 664 2 369 664

transactions

Revenue from non-exchange
transactions

Transfer revenue

Government grants & subsidies 30 924 000 - 30924000 38246734 7322734
Public contributions and - - - 876 728 876 728
donations

Total revenue from non- 30 924 000 - 30924 000 39 123 462 8 199 462
exchange transactions

Total revenue 31 598 000 - 31598 000 42 167 126 10 569 126
Expenditure

Personnel (16 588 120) - (16588120) (14 429894) 2158 226
Administration (3 218 560) - (3218560) (2737013) 481 547
Depreciation and amortisation - - - (1716 314) (1716 314)
Lease rentals on operating lease - - - (128 558) (128 558)
General Expenses (11 791 320) - (11791320) (13717234) (1925914)
Total expenditure (31 598 000) - (31598000) (32729013) (1131013)

Surplus before taxation - - - 9438 113 9438 113

Refer to note 32 for a detailed explanation of variances above 10%.
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Accounting Policies

Figures in Rand Note(s) 2022 2021

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 91(1) of the Public
Finance Management Act (Act 1 of 1999).

The annual financial statements have been prepared on an accrual basis of accounting using the going concern
assumption and are in accordance with historical cost basis incorporating the principal accounting policies as set below
unless specified otherwise. Accounting policies for material transactions, events or conditions not covered by the GRAP
reporting framework, have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3 and the hierarchy
approved in Directive 5 issued by the Accounting Standards Board. Assets, Liabilities, Revenues and expenses have not
been offset except where offsetting is required or permitted by a Standard of GRAP. These accounting policies are
consistent with the previous period, unless explicitly stated. The details of any changes in the accounting policies are
explained in the relevant policy. The principal accounting policies adopted in the preparation of these Financial Statements
are set out below .

1.1 Presentation currency

These annual financial statements are presented in South African Rand, which is the functional currency of the NMM.
Unless stated otherwise, all figures have been rounded off to the nearest Rand.

1.2 Going concern assumption

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

1.3 Comparative Information

When the presentation or classification of items in the Annual Financial Statements are amended, prior period comparative
amounts are restated. The nature and the reason for reclassification are disclosed. Where accounting errors have been
identified in the current year, the correction is made retrospectively as far as is practicable, and the prior year comparatives
are restated accordingly. Where there has been a change in accounting policy in the current year, the adjustment is made
retrospectively as far as practicable, and the prior year comparatives are restated accordingly.

1.4 Significant judgements and sources of estimation uncertainty

Trade receivables / Held to maturity investments and/or loans and receivables

The entity assesses its loans and receivables for impairment at each reporting period. In determining whether an
impairment loss should be recorded in Statement of Financial Performance, the entity makes judgements as to whether
there is observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

The impairment for loans and receivables is calculated on a portfolio basis, based on historical loss ratios, adjusted for
national and industry-specific economic conditions and other indicators present at the reporting date that correlate with
defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and scaled to the estimated
loss emergence period.

Allowance for slow moving, damaged and obsolete stock

An allowance for stock that is identified as out of market and redundant is provided for. Any stock that is physically identified
as damaged is written off when discovered.

Impairment testing

Management used value in use or fair value less cost to sell to determine the recoverable amount of assets that may have
been impaired.
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Accounting Policies

1.4 Significant judgements and sources of estimation uncertainty (continued)
Provisions

Provisions were raised and management determined an estimate based on the information available. Additional disclosure
of these estimates of provisions are included in note of AFS. Provision are measured in the management’'s best estimate of
the expenditure required to settle the obligation at the reporting date.

1.5 Property, plant and equipment

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 NMM; and
. the cost of the item can be measured reliably.

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 de-recognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment.

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

Major inspection costs, which are a condition of continuing use of an item of property, plant and equipment and which meet
the recognition criteria above, are 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.

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

Item Depreciation method Average useful life
Buildings Straight-line 10-20 years
Furniture and fixtures Straight-line 6-20 years

Motor vehicles Straight-line 5 years

Office equipment Straight-line 6-10 years

IT equipment Straight-line 3-10 years

Other property, plant and equipment Straight-line 5-10 years

The assets residual value and the useful life are reviewed and adjusted if appropriate, at each financial year-end. 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 charge for each period is recognized in the profit or loss unless it is included in
the carrying amount of another asset. An item of property plant and equipment is derecognized upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss arising from the derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the
profit or loss in the year the item is derecognized.

Assets held under a finance lease are depreciated over their expected useful lives on the same basis as owned assets. If
there is no reasonable certainty that the entity will obtain ownership by the end of the lease term, the assets are
depreciated over the shorter of the lease term and its useful life. Donated held under donations are depreciated over the
right of use period.

Impairments

The residual value and useful life and the depreciation method is reviewed annually and, any changes are recognized as a
change in accounting estimates in the Statement of Financial Performance. The entity tests for impairment where there is
an indication that the asset may be impaired. An assessment of whether there is an indication of impairment is done at the
reporting date. Where carrying amount of an item of property, plant and equipment is greater than the estimated
recoverable amount (or service amount), it is written down immediately to its recoverable amount (recoverable service
amount) and an impairment loss is charged to the Statement of Financial Performance.

14
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Accounting Policies

1.6 Subsequent Expenditure

Repairs and maintenance are generally charged to expenses during the financial period in which they are incurred.
However, major renovations are capitalized and included in the carrying amount of the asset when it is probable that the
future economic benefits in excess of the originally assessed standard of performance of the existing asset will flow to the
company. Major renovations are depreciated over the remaining useful life of the related asset.

1.7 Intangible assets

The cost of an intangible asset is recognised when:
. it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the NMM; and
. the cost or fair value of the asset can be measured reliably.

Intangible assets are depreciated over their useful life taking into account residual values, where appropriate. The useful
lives of the assets and residual values are assessed annually and may vary depending on a number of factors. In
reassessing useful lives, factors such as technological innovation and maintenance programmes are taken into account.
Residual value assessments consider issues such as future market conditions, the remaining life of the asset and projected
disposal values.

1.8 Heritage assets

Initial Recognition

(a) Heritage assets are recognised as an asset if, and only if

. It is probable that future economic benefits or service potential associated with the asset will flow to NMM

. The cost or fair value of the asset can be measured reliably

(b) For recognition of heritage assets, the assets need to be controlled by Nelson Mandela Museum as a result of past
events. Such events may include: Purchased, donated, bequeathed, transfer and loans. In the event where Nelson
Mandela Museum is restricted from disposing of the asset it will still be recognised due to the fact that it is controlled by
Nelson Mandela Museum. It is the judgment of Nelson Mandela Museum to assess the degree of certainty attached to the
flow of future economic benefits.

Initial measurement

Heritage assets are measured at cost.

e Due to the nature of assets controlled by Nelson Mandela Museum assets shall be valued according to
circumstances

e All asset acquired by means of purchase should initially be measured at cost. Where no cost can be determined
the fair value will be determined as at the date of acquisition

e Ininstances where heritage assets are donated or bequeathed to Nelson Mandela Museum at no cost, the cost
will then be the fair value as at the date of acquisition.

e In determining the fair value of a heritage asset acquired through a non-exchange transaction, Nelson Mandela
Museum will apply the principles of revaluation in determining the fair value.

Elements of costs
After recognition as an asset,a class of heritage assets is carried at its cost less any accumulated impairment losses

(a) The cost of the heritage asset comprises of the following:
o its purchase price, including import duties and non-refundable purchases taxes, after deducting trade discounts
and rebate
. any cost directly attributable to bringing the heritage asset to the location and condition necessary for it to be
capable of operating in the manner intended by management.
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Accounting Policies

1.8 Heritage assets (continued)

(b) These costs can included cost such as:
* Cost of employee benefits, for example the initial assessment of heritage asset

Subsequent measurement

e In accordance with GRAP 103, an entity should choose either the cost model or the revaluation model for
subsequent measurement of an entire class of heritage asset.

e In accordance with the Cost Model, after recognition as an asset a class of heritage assets measured in
accordance with the Cost Model, shall be carried at its cost less any accumulated impairment loss.

e In accordance with the Revaluation Model, after recognition as an asset, a class of heritage assets, whose fair
value can be measured reliably, shall be carried at a revalued amount, being its fair value at the date of the
revaluation less any subsequent impairment losses. Revaluations shall be made with sufficient regularity to
ensure that the carrying amount does not differ materially from that which would be determined using fair value at
the reporting date.

e Nelson Mandela Museum has elected the cost model and shall apply the policy to an entire class of heritage
assets.

Impairment

(a) A heritage asset shall not be depreciated, but Nelson Mandela Museum shall assess at each reporting date
whether there is an indication that it may be impaired. If any such indications exist, Nelson Mandela Museum
shall estimate the recoverable amount or the recoverable service amount of the heritage asset in accordance
with the Standards of GRAP on Impairment of Cash- generating assets and Impairment of non-cash-generating asset.
(b)  In assessing whether there is an indication that an asset may be impaired and Nelson Mandela Museum shall
consider, as a minimum the following indications:
(i) External sources of information and.
(i) internal sources of information.

Transfers

(@)  Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage
asset.

(b) Transfers to heritage assets are only made when the asset meets the definition of a heritage asset.
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