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1. Public Entity’s General Information

IGENTIY
{lil

MPUMALANGA ECONOMIC GROWTH AGENCY (MEGA)

REGISTRATION NUMBER (IF APPLICABLE)
NOT APPLICABLE

PHYSICAL ADDRESS
ABSA SQUARE BUILDING - NO.20 PAUL KRUGER STREET - NELSPRUIT
MPUMALANGA - 1201

POSTAL ADDRESS
P.0. BOX 5838 - NELSPRUIT - 1200

TELEPHONE NUMBER
013 752 2440

WEBSITE ADDRESS
WWW.MEGA.GOV.ZA

EXTERNAL AUDITORS
AUDITOR- GENERAL SOUTH AFRICA

BANKERS
FIRST NATIONAL BANK

COMPANY SECRETARY
ADV. S.P. MORGAN
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2. List Of Abbreviations / Acronyms

[

AGSA
APP
ARAP
BARCC
CEO
CFO
DEDT

EMIA

EXCO
FLISP
HR
IDC
IFRS

IPAP

MDG
MEC
MEGA

MEGDP

MIFPM
MoA

MTSF

ANNUAL

:AUDITOR-GENERAL OF SOUTH AFRICA

:ANNUAL PERFORMANCE PLAN

:AUDIT REMEDIAL ACTION PLAN

: BOARD AUDIT, RISK & COMPLIANCE COMMITTEE

: CHIEF EXECUTIVE OFFICER

: CHIEF FINANCIAL OFFICER

:DEPARTMENT OF ECONOMIC DEVELOPMENT AND TOURISM

:EXPORT MARKETING AND INVESTMENT ASSISTANCE ERM
: ENTERPRISE-WIDE RISK MANAGEMENT

: EXECUTIVE COMMITTEE

: FINANCE LINKED INDIVIDUAL SUBSIDY PROGRAMME
: HUMAN RESOURCE

:INDUSTRIAL DEVELOPMENT CORPORATION

¢ INTERNATIONAL FINANCIAL REPORTING STANDARDS
:INDUSTRIAL POLICYACTION PLAN

:INFORMATION TECHNOLOGY

:MILLENNIUM DEVELOPMENT GOALS

:MEMBER OF THE EXECUTIVE COUNCIL
:MPUMALANGA ECONOMIC GROWTH AGENCY

:MPUMALANGA ECONOMIC GROWTH AND DEVELOPMENT
PATH

:MPUMALANGA INTERNATIONAL FRESH PRODUCE MARKET
:MEMORANDUM OF AGREEMENT

:MEDIUM-TERM STRATEGIC FRAMEWORK
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MYDF

NDP

NGP

NIPF

oD

PAJA

PFMA

PMDS

SCM

SDI

SEDA

SEZ

SMME

SSAS

the dtic

ACRONYMS

: MPUMALANGA YOUTH DEVELOPMENT FUND

: NATIONAL DEVELOPMENT PLAN

:NATIONAL GROWTH PLAN

: NATIONAL INDUSTRIAL POLICY FRAMEWORK

: ORGANISATIONAL DESIGN

:PROMOTION OF ADMINISTRATIVE JUSTICE ACT, 2000
: PUBLIC FINANCE MANAGEMENT ACT

: PERFORMANCE MANAGEMENT AND DEVELOPMENT
SYSTEMS

: SUPPLY CHAIN MANAGEMENT

: SPATIAL DEVELOPMENT INITIATIVES

: SMALL ENTERPRISE DEVELOPMENT AGENCY

: SPECIAL ECONOMIC ZONES

: SMALL, MEDIUM AND MICRO-SIZED ENTERPRISES
:SECTOR SPECIFIC ASSISTANCE SCHEME

: THE DEPARTMENT OF TRADE, INDUSTRY AND
COMPETITION
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3. Foreword By The Chairperson

H
|

BOARD REPORT FOR
2021/22

MEGA IS FORGING STRATEGIC PARTNERSHIPS WITH PRIVATE SECTOR INVESTORS TO MOBILISE FINANCIAL RESOURCES TO
FUND THE ACCELERATED DELIVERY OF MASSIVE ECONOMIC INFRASTRUCTURE PROJECTS.

INTRODUCTION

The lessons learned from the impact of the COVID-19 pandemic resulted
in businesses relooking at its business models and strategies to ensure
resilience and sustainability. For MEGA this became even more necessary
considering that it was already struggling with cash flow constraints
and reduced revenue generation as most of its clients failed to pay their

instalments when they fall due.

MEGA’S STRATEGY AND PERFORMANCE
MEGA’s Vision 2026

The entity performed a self-diagnostic on all its operations to determine
challenges that prevents it from achieving self-sustainability and
operational excellence. This was followed by the development of its
turn-around strategy termed “MEGAs Vision 2026” which if successfully
implemented will take the entity towards a journey of self-sustainability

and operational excellence.

In summary, the strategy entails the capacitation of the entity from
a human resource’s perspective, crowding in of private investment
to implement provincial infrastructure projects, revitalisation of its
industrial parks and shopping centres through partnership with strategic
development partners and redesigning of its corporate form to allow
each or a selection of its core business units to operate independently,
embarking on a journey for excellence.

MEGA’s Performance

The results of the turn-around strategy are beginning to manifest as the
entity was able to achieve the following strategic milestones:

a. Theentity recorded animprovementin its performance compared
to previous years. In the 2020/21 financial year the entity managed
to achieve only 25% of its planned targets. In the 2021/22 the entity
achieved 57% of its planned target.

b. Forthefirsttimesinceits establishmentin 2010 the entity received

an “unqualified” audit opinion from the Auditor General.
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c. The entity successfully concluded an MoA with the Office of
the Premier for the management of the Mpumalanga Youth
Development Fund, a portfolio worth over R300 million. The entity
managed to disburse funds valued at over R35m to approved
businesses as at 31st March 2022.

d. The merger has been completed and the OD process was finalised
with all employees placed into the new structure.

e. Afull-term Board and CEO have been appointed and the process to
have al positions of executivesfilled through internal secondments
have commenced.

f.  The entity appointed a Transactional Advisor to provide guidance
on how to proceed and incorporate the envisaged operating
company for the MIFPM.

STRATEGIC RELATIONSHIPS

MEGA is forging strategic partnerships with private sector investors to
mobilise financial resources to fund the accelerated delivery of massive
economic infrastructure projects. For MEGA, this move will also ensure
its self-sustainability which was not immediately realised upon its
establishment due to various legacy issues that affected its governance
and operations.

CHALLENGES FACED BY THE BOARD

MEGA has been struggling since its inception to address issues relating
to governance and organisational performance due to frequent changes
in Boards and CEOs. This coupled with legacy issues inherited from its
predecessors impacted negatively on the entity’s self-sustainability and

operational excellence.

Most of the challenges outlined above have been adequately addressed,
the merger and the OD process have been completed, all employees
was placed into the new structure, a full term Board and CEO have been
appointed.
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THE YEAR AHEAD

The Board will continue with the implementation of its various interventions in its endeavour to position the entity as a capable, credible and
resilience institution.

The Board has mandated management to focus on the following strategic issues in the new financial year:
a. Implementation of the MEGA’s turn-around strategy and concept document on the unbundling of MEGA;

b. Incorporation of the envisaged operating company for the MIFPM in line with guidance to be obtained from the appointed Transactional
Advisors;

c. Embarkon afundraising drive, engaging various institutions to support the funding activities.

d. Commence with the process of commercialising its equity investments and of disposing of all non-strategic assets.

ACKNOWLEDGEMENTS /APPRECIATION

The Board would like to express its appreciation to the shareholder for its support and guidance, the strategic leadership demonstrated by
management and the dedication of all employees at MEGA. The Board is confident that the entity is on the right path towards the execution of its
mandate of stimulating investment in the province.

On behalf of the Board:

Mr. T.P. Motau
Board Chairperson

Mpumalanga Economic Growth Agency

ACCOUNTIING AUTHORITY

The affairs of the Agency is managed and
controlled by the Board as contemplated in
Section 49 (2) (a) of the PFMA.

MPUMALANGA ECONOMIC GROWTH AGENCY



The new MEGA Head Office
has been completed and
we anticipate occupation to
happen in the beginning of
the new financial year.

NEW MEGA HEAD
OFFICE
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MR. M.I. MAHLANGU
CHIEF EXECUTIVE OFFICER

MPUMALANGA ECONOMIC GROWTH AGENCY




4, Chief Executive Officer’s Overview

i

FOR THE 2021/22 FINANCIAL YEAR, THE ENTITY ACHIEVED AN UNQUALIFIED AUDIT OPINION WITH MATTERS OF EMPHASIS. THE IMPROVEMENT WILL ASSIST A GREAT DEAL IN BOOSTING
INVESTORS' CONFIDENCE AND ENABLE THE ENTITY TO APPROACH THIRD PARTIES FOR FUNDING IN ORDER TO SCALE UP THE BALANCE SHEET FOR EVEN GREATER SCALE OF PROJECTS.

GENERAL FINANCIAL REVIEW

As a business enterprise of Government (PFMA
schedule 3D entity), MEGA is required to be
financially self-sustainable in order to advance
its economic development mandate. However,
this model has not been realised due to various
legacy issues and this meant that the entity has
had to pursue high impact goals without the
requisite human and financial resources.

MEGA has in its turn-around strategy termed
the “MEGAs Vision 2026” included a financial
sustainability model aimed at ensuring self-
sustainability. This entails leveraging its current
asset base, strategic partnerships, as well as
optimising certain processes in order to reduce
costs and enhance revenue generation.

MEGA would further need to significantly scale
up the balance sheet to have an even greater
scale of impact on the Mpumalanga economy’s
transformation.

CAPACITY CONSTRAINTS AND CHALLENGES
FACING THE PUBLICEENTITY

The entity has faced cashflow challenges as a re-
sult of a decrease in revenue collection from its
clients. In addition, the entity could not fill most of
its vacancies in critical positions on time. Howev-
er, for the last part of the financial year the entity
made significant progress as the full term Board
and the CEO were appointed .

DISCONTINUED ACTIVITIES /| ACTIVITIES TO
BE DISCONTINUED
Property Disposals:

MEGA has compiled a
earmarked for disposal. These properties are

list of properties

currently not generating revenue for the entity
and are a drain to the entity’s financial and
human resources. These properties also have
very limited future development potential but
may be better utilized for the incubation of
various community based business activities
and as small neighbourhood commercial
outlets by individual budding small and micro-

enterprises serving specific localities.

ANNUAL REPORT 2022

NEW OR PROPOSED ACTIVITIES

Property Re-developments:

MEGA has prioritized the 3 largest industrial
parks and 2 shopping centres for revitalization
in partnership with Strategic Development
Partners. Ekandustria is currently MEGA’s
largest industrial park by far and thus sits at the

top in terms of priority for revitalization.

MEGA is also in discussion with the Gauteng
provincial government, the City of Tshwane,
and DEDT to form a partnership together with
the private sector in the management and
revitalization of Ekandustria.

Investmentin New Properties:

A major new industrial Park is proposed at
the MIFPM precinct. The MIFPM is meant
to be a catalyst for the development of the
envisaged industrial park on the 259 Hectares
of land transferred to MEGA by the provincial
government. The MIFPM currently sits on 41
Hectares, i.e. 15.8 %, of the 259 Ha. MEGA
intends partnering with the private sector in
developing, co-owning and managing the new
park. To that end the entity will be requesting
suitably qualified developers to submit
proposals for the development, funding and
management of the Park.

MEGA is also exploring the possibility of

acquiring and revitalizing the Limpopo
Economic Development Agency (LEDA) owned
Mkhuhlu industrial park in partnership with
the Bushbuckridge Local Municipality and
interested private sector partners. MEGA’s
engagements with LEDA and the municipality on
the Park’s redevelopment has been briefly held
back by court challenges from certain interest
groupings within the Mkhuhlu community who

are claiming ownership of industrial park.

REQUESTS FOR ROLL OVER OF FUNDS

Requests for roll over of funds does not apply
to the entity. However, the entity will continue
advocating for recapitalisation from the
shareholder as this will contribute towards its
self-sustainability which in turn will ensure that

it becomes less reliant on government grants.
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SUPPLY CHAIN MANAGEMENT

The entity develops a procurement plan on an
annual basis which assists the supply chain unit
in managing the procurement of goods and
services to ensure that procurement is done on
time and with corresponding budget. In addition,
supply chain management related audit issues
raised by Auditor General are being addressed to
avoid their reoccurrence in the future.

AUDIT REPORT MATTERS

Since the disclaimer audit opinion, with 10 audit
qualifications, issued by the Auditor-General for
the year ended 31 March 2016, MEGA gradually
improved its audit opinion to a “qualified” audit
opinion with one audit qualification remaining
relating to legacy issues.

For the 2021/22 financial year, the entity achieved
an “unqualified” audit opinion. This will assist a
great deal in boosting investors’ confidence and
enable the entity to approach third parties for
funding in order to scale up the balance sheet for
even greater scale of projects.

ACKNOWLEDGEMENT/S OR APPRECIATION
On behalf of management, | would like to
express my appreciation to the shareholder for

the support provided to the entity.

The
management by the Board is commendable as it

strategic  leadership  provided to
ensured that strategic decisions are processed

and implemented timeously.

Lastly, we would like to acknowledge and ap-
preciate our dedicated staff for making sure
that all activities and initiatives of the entity are
implemented.

Mr. M.1. Mahlangu
Chief Executive Officer

Mpumalanga Economic Growth Agency
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5. Statement of Responsibility and Confirmation of Accuracy of the

Annual Report

T0 THE BEST OF MY KNOWLEDGE AND BELIEF, | CONFIRM THE FOLLOWING:

All information and amounts disclosed in the
annual report are consistent with the annual
financial statements audited by the Auditor-
General.

The annual report is complete, accurate and is
free from any omissions.

The annual report has been prepared in
accordance with the guidelines on the annual
report as issued by National Treasury.

The Annual Financial Statements (Part E)have
been prepared in accordance with IFRS as
prescribed in the National Treasury Framework
and relevant guidelines specified / issued by
the National Treasury.

The accounting authority is responsible
for the preparation of the annual financial
statements and for the judgements made in

this information.

The accounting authority is responsible for
establishing, and implementing a system of
internal controls which has been designed
to provide reasonable assurance as to the
integrity and reliability of the performance
information, the human resources information
and the annual financial statements.

The external auditors are engaged to express
anindependentopinionontheannualfinancial
statements.

PART A - GENERAL INFORMATION

In our opinion, the annual report fairly reflects
the operations, the performance information,
the human resources information and the
financial affairs of the public entity for the
financial year ended 31 March 2022.

Yours faithfully

Mr. M.1. Mahlangu
Chief Executive Officer
Mpumalanga Economic Growth Agency
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6. Strategic Overview

VISION

i

To be a capable, credible and resilient institution, making meaningful measurable impact in the growth and development of the Mpumalanga economy.

MISSION

Our primary role is to foster the sustainable
growth and development of the Mpumalanga
economy by attracting, facilitating and
maximizing the development impact of
investment in the province, thereby reducing

unemployment, poverty and inequality.

CAPABLE

CREDIBLE

RESILLIENT

CORE VALUES

Our central principles and beliefs that guide
our attitudes, character, choices and actions
are:

i. Accountability: We take our duty to the
citizens of Mpumalanga seriously and
always place their needs first in all that we
do.

ii. Responsibility: As custodians of public
funds, we take special care to ensure that
these limited resources are appropriately
deployed and preserved.

iii.Integrity: We strive to deliver on our
commitments.

iv.Professionalism: We value quality and
consistency in carrying out our duties.

v. High Performance: We strive for excellence
in performance..

OBJECTIVES

The objects of MEGA in terms of the MEGA Act
10f2010 are:

i. To provide funding in respect of property
development including the granting of
housing loans.

i. To provide funding in respect of approved
enterprises and agricultural development

focusing primarily on previously
disadvantaged individuals within the
Province.

iii.To focus on project management,

development and management  of

immovable property.

iv.To promote foreign trade and investment

so as to ensure enterprise and agricultural
that  will
contribute to economic growth and

development significantly
development within the Province, with
specific emphasis on Black Economic
Empowerment.

v. The objects of the Agency expressly exclude

the objects of the Mpumalanga Tourism and
Parks Agency, the Mpumalanga Regional
Training Trust and the Mpumalanga
Economic Regulator. In achieving its
objectives, the Agency shall endeavour
to progressively increase its own revenue

generation and collection.

MPUMALANGA ECONOMIC GROWTH AGENCY



7. Legislative and Other Mandate

CONSTITUTIONAL MANDATES

MEGA has been specifically mandated to stimulate growth in various

sectors of the provincial economy and therefore provides opportunities
to the residents of Mpumalanga through the funding of projects,
promotion of Small, Medium, and Micro Enterprises (SMME’s), Co-
operatives (Co-ops) and other businesses thereby contributing to the
constitutional imperative in Section 22 of the Constitution, which
stipulates that citizens have a right to choose their trade, occupation or
profession freely while also focusing on economic activity.

LEGISLATIVE MANDATES
MEGA ACT 10F 2010: SECTION 3

MEGA’s legal mandate in terms of Section 3 of the Act, is articulated, as
follows:-

i.  To provide funding in respect of property development; approved
enterprises; housing loans; and agricultural development; focusing
primarily on previously disadvantaged individuals within the
Province;

ii.  Tofocuson project managementand development;and to manage
immovable property; and

iii. Topromoteforeigntradeandinvestmentsoastoensureenterprise
and agricultural development that will significantly contribute
to economic growth and development within the Province, with
specific emphasis on Black Economic Empowerment; and

iv. To progressively increase its revenue generation and collection in
the pursuit of its objectives.

PUBLIC FINANCE MANAGEMENT ACT NO 10F 1999

MEGA is a public institution listed under PFMA schedule 3D by virtue of
being a provincial government business enterprise. PFMA Schedule 3D
entities are regulated by Sections 47 and 76(4) of the PFMA.

In terms of the Act, MEGA has a responsibility to adhere to a number of
regulations that ensure the achievement of its objectives such as, real
financial growth and sustainability, clean and unqualified audits and
improved financial management capability maturity. The regulations in
the Act include providing for, inter alia:

i.  Sound financial management;

ii.  Theefficientand effective managementofallrevenue, expenditure,
assets and liabilities of the company; and

iii. Theprovisionof responsibilities of persons entrusted with financial
management in the organisation.

ANNUAL REPORT 2022
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PUBLIC FINANCE MANAGEMENT ACT NO 10F 1999

MEGA is a public institution listed under PFMA schedule 3D by virtue of
being a provincial government business enterprise. PFMA Schedule 3D
entities are regulated by Sections 47 and 76(4) of the PFMA.

The National Credit Act promotes a fair and non-discriminatory market
place for access to consumer credit and therefore places a responsibility
on MEGA, as it provides funding in respect of property development,
granting of housing loans and enterprise development focusing on
previously disadvantaged individuals within the Province, to adhere to
the regulations in the Act some of which include:

i Promoting fair and non-discriminatory practices in the granting of
loans;

ii.  Promoting black economic empowerment and ownership in its
funded SMMEs and Co-operatives by applying fair credit and
credit-marketing practices;

iii. Promoting responsible credit granting by giving loans only to
qualifying individuals;

iv.  Providing debt restructuring and debt counselling services for
over-indebted clients (a risk highlighted in programme 4 below);

v.  Establishing policies and standards relating to loans management
and housing finance; and

vi. Promoting a consistent enforcement framework relating to debt
management.

FINANCIAL INTELLIGENCE CENTRE ACT NO. 38 OF 2001

The Finance Intelligence Centre Act’s objective is to establish a Financial
Intelligence Centre and a Money Laundering Advisory Council in order
to combat money laundering activities and the financing of terrorist
and related activities. The Act therefore imposes certain duties on
institutions and other persons who might be used for money laundering
purposes.

MEGA, through its various programmes, provides finance that facilitates
developmentin the province and therefore recognises that there may be
individuals who may circumvent the regulations in the Act. The Act will
be applied, as intended, in MEGA’s operations.
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HOUSING ACT NO. 107 OF 1997

The Housing Act provides for the facilitation of a sustainable housing
development process and lays down general principles applicable to
housing development. It also defines the functions of national, provincial
and local governments in respect of housing and provides for the
establishment of a South African Housing Development Board.

The Mpumalanga provincial government has placed the responsibilities
outlined in the Act on MEGA. One of MEGA’s strategic outcome-oriented
goals directly addresses this responsibility as it states that it aims “to
increase access to affordable housing”. Programme 5’s performance
delivery objectives will facilitate the achievement of this goal through its
Loans Management and Housing Development sub-programmes.

AGRICULTURE LAWS EXTENSION ACT NO. 87 OF 1996

The objective of the Act is to provide for the extension of the application
of certain laws relating to agricultural matters to certain territories which
form part of the national territory of the Republic of South Africa.

MEGAhasaprogrammethatisresponsible forthe growth and development
of the agricultural sector by providing financial and non-financial support
to farmers and related agriculture businesses. MEGA has to ensure that its
operations are in line with the regulations contained in this ACT so as to
contribute to the economic development of the province, as mandated.

OTHER APPLICABLE ACTS

The above Acts are legislative mandates that place critical responsibilities
on the Board, executive and staff of MEGA in terms of how MEGA’s
operations are conducted. However there are other Acts that regulate
MEGA’s operations that include, inter alia:

i Basic Conditions of Employment Act, 1997,

ii. Labour Relations Act No. 66 of 1995;

iii. CompaniesAct of 2008 Act No. 71 of 2008;

iv.  Preferential Procurement Policy Framework Act No. 5 of 2000;
v.  Employment Equity Act No. 55 of 1998;

vi.  Skills Development Act No. 97 of 1998;

vii. Income Tax Act No. 58 of 1962;

viii. Broad-Based Black Economic Empowerment Act No. 53 of 2003;
ix.  South African Reserve Bank Act No. 90 of 1989;

x.  Co-operative Banks Act No. 40 of 2007;

xi.  Customs and Excise Act No. 91 of 1964.
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NATIONAL DEVELOPMENT PLAN

The National Development Plan (NDP) is a government-initiated plan to
eliminate poverty and reduce inequality by 2030. The plan sketches out the key
structural changes required for sustainable social and economic growth.

MEGA’s programmes are aligned to meet the aims of the NDP as MEGA’s
strategic plan is geared to ensure sustainable development and economic
growth in the province that will contribute to job creation, poverty
alleviation, redressing the inequalities of the past and the beneficiation of
the province’sresources. Thisincludesthe expansion of infrastructure and
the improvement and efficient use of rural spaces through the promotion
and development of Co-operatives.

Co-operatives are autonomous associations of persons who entirely
co-operate for their mutual social economic and cultural benefits. Co-
operatives include non-profit community organisations and businesses
thatare owned and managed by the people who use the services (consumer
co-operative) and by people who work there (worker co-operative) or by
people who live there (housing co-operative).

MEDIUM TERM STRATEGIC FRAMEWORK: OUTCOMES DELIVERY AGREEMENT

This Medium Term Strategic Framework (MTSF) is Government’s strategic
plan for the 2019-2024 electoral term. It reflects the commitments made in
the election manifesto of the governing party, including the commitment
toimplement the NDP. The MTSF sets out the actions Government will take
and targets to be achieved. It also provides a framework for the other plans
of national, provincial and local government.

The MTSF is structured around 14 priority outcomes which cover the focus
areas identified in the NDP and Government’s electoral mandate. These
are made up of the 12 outcomes which were the focus of the 2009-2014
administration, as well as two new outcomes (social protection, nation-
building and social cohesion).

A summary of each of these 14 outcomes is provided below:

i Outcome 1: Improved quality of basic education;

ii.  Outcome 2: Alongand healthy life for all South Africans;

iii. Outcome 3: All people in South Africa are and feel safe;

iv.  Outcome 4: Decent employment through inclusive economic growth;

v.  Outcome 5: A skilled and capable workforce to support an inclusive
growth path;

vi. Outcome 6: An efficient, competitive and responsive economic
infrastructure network;

vii. Outcome 7: Vibrant, equitable and sustainable rural communities
with food security for all;

viii. Outcome 8: Create sustainable human settlements and improved
quality of household life;

MPUMALANGA ECONOMIC GROWTH AGENCY
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MTSF

Outcome Delivery
Agreement

ix. Outcome 9: A responsive, accountable, effective & efficient local
government system;

X.  Outcome 11: Create a better South Africa and contribute to a better
and safer Africa in a better World;

xi. Outcome 10: Environmental assets and natural resources that are
well protected and continually enhanced;

xii. Outcome 12: An efficient, effective and development oriented
public service and an empowered, fair and inclusive citizenship;

xiii. Outcome 13: Aninclusive and responsive social protection system;

xiv. Outcome 14: Nation Building and Social Cohesion.

MEGA'S ALIGNMENT TO THE MEDIUM TERM STRATEGIC FRAMEWORK

MEGA’s programmes are aligned to outcome 4 and its strategic initiatives
are geared to ensure sustainable development and economic growth in
the province that will contribute to job creation, poverty alleviation,
redressing the inequalities of the past and the beneficiation of the
province’s resources. This includes the expansion of infrastructure
and the improvement and efficient use of rural spaces through the
promotion and development of SMMEs and Co-operatives.

NINE POINT PLAN: GOVERNMENT PRIORITIES

In addition, the entity’s activities are linked to the priorities Government
has set to achieve.

These priorities, referred to as “Nine Point Plan”, entail the following:

i Revitalisation of agriculture and agro-processing value chain

ii.  Advancing beneficiation, adding value to our mineral wealth

iii. More effective Implementation of Industrial Policy Action Plan

iv.  Unlocking the potential of SMMEs, Co-ops, township and rural
enterprises

v.  Resolving the energy challenge

vi.  Stabilising the labour market

vii. Scaling-up private sector investment

viii. Growing the Ocean Economy

ix.  Cross-cutting reform to boost and diversify the economy through
investment in science & technology, water & sanitation, transport
infrastructure, broadband connectivity & state owned companies

MEGA'S ALIGNMENT TO THE NINE POINT PLAN

In response to the priorities mentioned above, MEGA has developed
specific packages of initiatives aligned to the Nine Point Plan and are
designed to stimulate economic activity and achieve quantifiable
developmentimpact goals in the form of:
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Increased investment through ‘crowding in’ private sector capital

and expertise
MEGA will access investment opportunities for SMMEs through

partnerships such as the Commercial Banks Partnership, Strategic
Development Partners, etc.

MEGA will collaborate with the Department of Human Settlements
to access funds from the FLISP (Finance Linked Individual Subsidy)
Programme to augment the provision of home loans in the gap
market.

Through its Property Portfolio, MEGA will package strategic
development projects (industrial, commercial, residential) and
attract private sector partners.

Follow a targeted investment promotion approach where a few
high impact strategic projects are presented to a carefully selected
group of investors and financiers.

Reduced unemployment, poverty and inequality

MEGAwillsubstantially grow loanadvances, disbursingloansacross
all customer segments in order to stimulate job opportunities.

Customized financing approach to finance specific target groups
such as the youth, women and people with disabilities.

Implement strategic investment projects such as the Mpumalanga
International Fresh Produce Market, Nkomazi Specials Economic
Zone to stimulate economic growth and create job opportunities.

Efficient utilisation of government resources

MEGA shall continue restructuring, securing, and maintaining
private sector investment on its equity investments, namely:
Tekwane Lemon Farm, Loopspruit Winery, Nkomati Anthracite,
Kangwane Anthracite and Highveld Fruit Packers.

MEGA will continue building internal capacity to deliver on its
economic growth and developmental mandate.
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7. Legislative and Other Mandate (Continued)

STRATEGIC ORIENTED OUTCOMES MAPPED TO THE MILLENNIUM
DEVELOPMENT GOALS (MDG)

Millennium Development Goal 1 is to reduce poverty around the world.
Target 1B of Goal 1, i.e. achieve full and productive employment and
decent work for allincluding women and young people, is directly linked
to outcome 4: decent employment through inclusive growth.

Millennium Development Goal 7 is to ensure environmental
sustainability. Target 7D of Goal 1, i.e. achieve significant improvement
in the lives of slum dwellers, is linked to outcome 8: sustainable human

settlements, and improved quality of life for households.

INDUSTRIAL POLICY ACTION PLAN (IPAP) 2010/11T0 2016/17

The IPAP 2013/14-2015/16 is informed by the vision set out for South
Africa’s development provided by the National Development Plan (NDP).
It is located in the framework provided by the programmatic approach
of the New Growth Path (NGP) and is one of the key pillars of that
document. The National Industrial Policy Framework (NIPF) adopted
by Government in 2007 provides the more general industrial policy
framework for IPAP and the blueprint for Government’s collaborative
engagement with its social partners from business, labour and civil
society.

MEGA has placed priority on the development and management of its
properties, which include heavy duty and light industrial parks that
provide factory space for industries. This is aimed towards helping to
build South Africa’s industrial base in critical sectors of production and
value-added manufacturing, which are labour absorbing industries
as provided for in IPAP. This will address the decline in industrial and
manufacturing capacity and contribute to the reduction of chronic
unemploymentin line with the MEGDP and IPAP.

SPATIAL DEVELOPMENT INITIATIVES (SDIS)

During the 1990’s, South Africa adopted an export-orientated focus
which necessitated efficient transportation of goods to the coast with
the aim of maximizing competitiveness of export products in the global
markets. The Maputo Corridor was then conceptualized as one of the
spatial development initiatives.

In line with this initiative, MEGA in conjunction with the Department
of Trade, Industry and Competition (the dtic) is involved in the
establishment of the Nkomazi Special Economic Zone (SEZ) with a
primary purpose of accelerating industrialisation in the province.

20

]

MPUMALANGA ECONOMIC GROWTH AND DEVELOPMENT PATH
(MEGDP)

The Mpumalanga Economic Growth and Development Path (MEGDP)
outlines a set of strategic choices and potential paths that will contribute
towards growing a sustainable Mpumalanga economy which provides
economic opportunities and work for all residents. The core vision is
to build an equitable and inclusive economy that supports an improved
quality of life for all the people of Mpumalanga.

The overarching objectives are:

i Increased employment by developing sectors with sustainable
labour absorption potential;

ii.  Sustainable economic growth by developing sectors with high
growth potential; and

iii. Greater equity and a decreased poverty rate (sustainable human
development) as more residents will have access to employment
and the benefits of economic growth.

iv. MEGA has developed its strategic plan and policies towards
achieving its mandate in line with the MEGDP. MEGA’s Strategic
Oriented Goals aimed towards growing a sustainable Mpumalanga
economy are outlined under Part B, item 3.4.

MPUMALANGA ECONOMIC GROWTH AGENCY



8. Organisational Structure
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PREDETERMINED OBJECTIVES

The AGSA currently performs the necessary

audit procedures on the performance
information to provide reasonable
assurancein the form of an audit conclusion.

The audit conclusion on the performance
against predetermined objectives s
included in the report to management, with
material findings being reported under
the Predetermined Objectives heading in
the Report on other legal and regulatory
requirements section of the auditor’s
report.

Refer to page 88 of the Report of the Auditors
Report, published as Part E: Financial
Information.

PART B - PERFORMANCE INFORMATION
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2. Overview of the Entity’s Performance
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Socio-Economic Review and Out-
look (SERO) of Mpumalanga

THE COVID-19 IMPACT ON THE ECONOMY*

Prior to the COVID-19 outbreak, the economy
of South Africa was already underperforming.
Negative growth rate for all industries (including
agriculture) in 2019, except for finance and
community services.

During the second quarter of 2020, the South
African economy contracted / declining by 17.4%
(seasonally adjusted) and the Mpumalanga
economy by 20.7% (seasonally adjusted). With the
easing of the lockdown, the national and provincial
economies expanded / increased in the second

quarter of 2020 by 13.9% and 19.2%, respectively.

The latest data release by Stats SA saw the national
economy contracted / declining by 1.5% (quarter-
on-quarter) and the Mpumalanga economy by
1.9% in the second quarter of 2021.

Despite the contraction in the third quarter, the
GDP of SA was 3.0% higher than the third quarter
of 2020 & the GDP of Mpumalanga was 2.5% higher
than the third quarter of 2020.

OBSERVATIONS ON THE
ECONOMIC GROWTH FIGURES

LATEST 2021

The South African economy recorded a 1.5%
(quarter-on-quarter) contraction in the third
quarter of 2021 after expanding for 4 consecutive
quarters.

The national economy was 3.0% larger in the third
quarterof 2021 than ayearago, having rebounded
off a depressed base. The economy expanded by
5.8% (year-on-year) during the first 9 months of
the year. Overall economic activity only back to
2015 levels.

The largest contributors to the third quarter
contraction were trade, manufacturing, and
agriculture. There are concerns about second
consecutive quarterly contraction in construction
and manufacturing.

The country recorded nearly 660 000 job losses in
the third quarter of SAi2021 which proves that the
labour market is in distress, particularly given the
economic contraction of 1.5% in the third quarter.

Estimated South African growth rate for 2021
eventually between 4.6% and 4.8% according to
the South African Reserve Bank, as well as the IMF
and World Bank. A growth rate of just below 2%
is expected for 2022. Risk factors to the downside
include load shedding, rising inflation, as well as
COVID-19 related factors.

MPUMALANGA ECONOMIC GROWTH AGENCY



ORGANISATIONAL
ENVIRONMENT

Capacity To Deliver
On the Mandate

CAPACITY TO DELIVER ON THE MANDATE

MEGA, as a business enterprise of Government
(schedule 3D entity in terms of the PFMA) is
required to be financially self-sustainable in
order to advance its economic development
mandate.

This ideal was not immediately realisable
following the entity’s formation in 2010 as
it still needed to be rationalised through an
OD process so that it could be appropriately
configured in order to conduct its business as
envisaged.

Key challenges that negatively impact on Self
Sustainability are outlined as follows:

a) Upon its establishment, MEGA was under
capitalised.

=

The entity inherited legacy assets of poor
quality (loan book, property portfolio).

c) Full the
organisational structure still remains an

capacitation of approved

area which needs to be addressed and
finalised.

=

The entity continues to pursue high impact
goals without the requisite human capital
that is fit-for purpose.

e) Loan advancements decreased from R45
million (2016/17) to R3,9 million (2018/19)
due to a decrease in the grant allocation.

f) Poor condition of the property portfolio

- inadequate maintenance (budget

limitations).

ANNUAL REPORT 2022

Significant reduction in operational grant
between 2015/16 and 2018/19.

8

h

The property portfolio is not generating
market-related returns due to lack

of investment in refurbishment/
maintenance.

i) Inadequate skills and capacity to ensure
the collection of rental and municipal
services.

j) The loan book has also not performed as
well as it should due to the inadequate
Loans management system and lack of
critical skills.

Despite the challenges outlined above the
entity has progressed well in its endeavor to
position itself as a capable, credible, resilient
institution and has achieved the following
milestones:

a) The merger has been completed and
the OD process was finalised with all
employees placed into the new structure.

b) A full-term Board and CEO have been
appointed.

c¢) The consolidated document on the
MEGA'’s Repurposing has been developed
for approval by
structures and consist of the following:

relevant governance

DEDT’s Framework on the re-engineering
of MEGA; MEGA’s turn-around strategy &
implementation plan, Concept Document
on the unbundling of MEGA.

PART B - PERFORMANCE INFORMATION

d)

e

The entity commenced with the
implementation of the MYDF as of 2021.

The entity appointed a Transactional
Advisor to provide guidance on how to
proceed and incorporate the envisaged
operating company for the MIFPM.

The entity embarked on a fundraising

engaging
to support the funding activities and

drive, various institutions

discussions are at an advanced stage.

Business Plans were finalised for Tekwane
Farm, SMMEs and Home Loans to be used
to raise funds.
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2. Overview of the Entity’s Performance (Continued...)

FINANCIAL SUSTAINABILITY

There’s a negative impact on government
revenue,whichwillinfluencebudgetsnegatively
and can eventually impact negatively on service
delivery. The economy is more consumption
than investment driven at the moment and a
low investor confidence is experienced.

As a business enterprise of Government (PFMA
schedule 3D entity), MEGA is required to be
financially self-sustainable in order to advance
its economic development mandate. However,
this model has not been realised for the
following key reasons:

a) Upon its establishment, MEGA was under
capitalised to place it on a trajectory
towards self-sustainability;

k=2

the entity inherited legacy assets of poor
quality (loan book, property portfolio);

c) Capacitation of the entity from a human

resources perspective has not been
finalised. Although the OD process was
completed in 2021 and all employees
placed into the new structure, some critical

positions remain vacant due to lack of

funds.
d) Increased  conditional grants  and
progressive  significant reduction in

operational grantsin the last few years.

26

This has meant that the entity has had to pursue
high impact goals without the requisite human
and financial resources. To that end, MEGA has
developed a Financial Sustainability Model in
order to ensure self-sustainability which entails
leveraging its current asset base, strategic
partnerships, as well as optimise certain
processes in order to reduce costs and enhance

revenue generation.

In line with its Financial Sustainability Model,
management has identified and agreed on the
following high-level principles that will form a
basis of a comprehensive and measurable turn-
around strategy required to improve the short to
medium term financial sustainability of MEGA:

with
institutions aimed at raising capital for on-

a) Continue negotiations financing

lending activities.

o
-

Collaborate with the Department of Human
Settlements to access funds from the
FLISP (Finance Linked Individual Subsidy)
Programme to augment the provision of
home loans in the gap market.

c) Facilitate transfer of assets from Limpopo
to increase the current asset base while
generating revenue.

=

Procure a Strategic Partner to invest in the
entire property portfolio.

e) Collaborate with the Department of Human

f)

g

h

k

Settlements to access subsidy funding from
the CRU (Community Residential Units).

Leverage grant funding from the dtic’s
Black Industrialist Programme to provide
opportunities for SMMEs in these sectors:
clean technology and energy, Mineral
beneficiation, Agro-processing, Clothing,
textiles, leather & footwear, Pulp, paper,
Industrial infrastructure, and Information

communication technologies.

Initiate a call for proposals for the
redevelopment of Loopspruit winery.

Implement a Turnaround Plan for Tekwane
Lemon Farm.

Establish a dedicated debt collection unit
to vigorously pursue arrear accounts.

Investigate and facilitate the sale of non-
core assets.

Revitalization, funding and management
of Ekandustria in partnership with the
appointed Strategic Development Partner.

of 3
development projects already awarded to

Accelerate the implementation
Strategic Development Partners, namely:
Siyabuswa Shopping Complex, Kabokweni
Shopping Centre, and 66 Anderson Street.

MPUMALANGA ECONOMIC GROWTH AGENCY



FINANCIAL SUSTAINABILITY

Continued..

The value of all the initiatives outlined above will be
determined once the Strategic Development Partners
provided their development proposals and its values. Value of
capital raising to be realised from negotiations with financial
institutions shall also be determined upon conclusion of
funding agreements.

MEGA would further need to significantly scale up the
balance sheet to have an even greater scale of impact on the
Mpumalanga economy’s transformation. Since the disclaimer
audit opinion, with 10 audit qualifications, issued by the
Auditor-General for the year ended 31 March 2016, MEGA
improved its audit opinion to an “unqualified” audit opinion
with matters of emphasis.

A clean audit outcome would enable the entity to approach
third parties for funding in order to scale up the balance sheet
for even greater scale of projects.

ANNUAL REPORT 2022

The Act mandates that MEGA is established to accomplish the
following:

a)

To provide funding in respect of property development;
approved enterprises; housing loans; and agricultural
development; focusing primarily on previously disadvantaged
individuals within the Province;

To focus on project management and development of
immovable property;

To promote foreign trade and investment so as to ensure
enterprise and agricultural development that will significantly
contribute to economic growth and development within
the province, with specific emphasis on Black Economic
Empowerment;

In achieving its objectives, MEGA shall endeavour to
progressively increase its own revenue generation and
collection; and

The objectives of MEGA expressly exclude the objectives of
the Mpumalanga Tourism and Parks Agency, The Mpumalanga
Regional Training Trust and the Mpumalanga Gaming Board.

The Mpumalanga government considers MEGA as a critical

institution in the execution of its economic policy and is eager to

see the institution stabilise, grow sustainably and deliver on its

mandate. The provincial government, in turn has entrusted MEGA

with, amongst others, the following responsibilities related to the

execution of the Mpumalanga Economic Growth and Development
Path (MEGDP) and Vision 2030:

Promotion of black industrialists through exploiting
opportunities presented by strategic initiatives such as,

Industrial Technology Parks, Special Economic Zones and etc.

The establishment of the Mpumalanga International Fresh
Produce Market (MIFPM) as a critical lever to stimulate increased
agricultural production to supply domestic and international
markets.

Promote Trade and Investment guided by the Provincial Trade
and Investment Strategy that will support key economic sectors
of the province.

To attract private sector investment and to increase
infrastructure investment.

Support development of SMMEs and Cooperatives by providing
and facilitating access to funding using internal funds and
strategic partners.

The objectives of MEGA expressly exclude the objectives of
the Mpumalanga Tourism and Parks Agency, The Mpumalanga
Regional Training Trust and the Mpumalanga Gaming Board.



MEGA RECORDED AN OVERALL
ORGANISATIONAL ACHIEVEMENT OF 57%.

Despite the failure to meet the target of 80% as
planned, there has been an improvement in organ-
isational performance when compared to the per-
formance of the previous financial year where the
entity achieved only 19% of its planned targets.
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FIGURE 2: CONSOLIDATED ANNUAL PERFORMANCE PER
PROGRAMME / DIVISION
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The entity achieved 74% in The entity achieved 51% in The entity achieved 52% in The entity achieved 64% in

Quarter 1. Quarter 2.

Quarter 3. Quarter 4.
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Value funds disbursed to 44 MYDF beneficiaties during
first allocation cycle.

WEB MENTIONS PER COUNTRY

il

BUSINESSES

187 SMMES PROVIDED WITH POST
INVESTMENT SUPPORT
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4. INSTITUTIONAL PROGRAMME PERFORMANCE INFORMATION

MEGA LEGISLATIVE UNIVERSE

100% COMPLIANCE

The division monitored compliance to all laws and regula-
tions applicable to the entity through implementation of the
MEGA Legislative Universe.

INTERNAL AUDIT PLAN

100% IMPLEMENTATION

The target set on the implementation of the three (3) year
Internal Audit Plan was fully achieved.
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Outcome

!

Strategic objectives, planned targets and actual achievements

Output

Audited
Actual
Performance
2019/2020

Audited
Actual
Performance
2020/2021

Planned
Annual
Target

Output
Indicator

STRATEGIC GOAL 6: ENHANCED ORGANISATIONAL SUSTAINABILITY

2021/2022

Actual
Achievement
2021/2022

Deviation
from planned
target to
Actual

Reasons for
deviations

Compliance with Compilation % compliance  New indicator 100% 100% 100% 0 None
all statutory and of MEGA’s with the MEGA
legislative prescripts  Legislative Legislative
Universe Universe
Improvementin Approval Level of imple- 90% 70% 100% 100% 0% None
the effectivenessof ~ of Annual mentation of
internal controland  Internal three (3) year
governance Audit Plan by Internal Audit
BARCC Plan
32



None.

None during the financial year under review.

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
OFFICE OF THE CEO 25457 25922 (465) 27034 17084 9950

TOTAL 25457 25922 (465) 27034 17 084 9950
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GRADING POSITIONS

The HR Department managed to finalize the grading of 82,42% of jobs during Q4 which is 75 out of the 91
jobs which were planned for grading. The remaining 16 jobs will be finalized during the 1st quarter of the
ensuing financial year

PERFORMANCE MANAGEMENT & DEVELOPMENT SYSTEMS (PMDS)

MEGA is currently implementing PMDS at Executive Level, wherein the CEO and all Acting GMs have signed
performance agreements. Mid-year performance reviews were conducted in line with the PMDS Policy.
We are currently preparing for the cascading of PMDS to the Senior and Middle Management levels. All
employees at this level have been retrained and we plan to conclude performance contracting by the 30th
of April 2022.

ORGANISATIONAL RISK MATURITY LEVEL

19.2% MATURITY LEVEL

Organisational risk maturity level increased substantially as compared to the previous financial year i.e.
19.2% v/s 4.8%. This is attributed to the appointment of the Chief Risk Officer who provided leadership
within the Enterprise Risk Unit.

REVIEW OF HUMAN RESOURCE (HR) POLICIES AND PROCEDURES

HR Department managed to review Ten (10) out of the twenty-six (26) policies and have been approved
by the Board. The remaining sixteen (16) policies will be finalised by the second quarter of the ensuing
financial year.

ANNUAL REPORT 2022 PART B - PERFORMANCE INFORMATION
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4. INSTITUTIONAL PROGRAMME PERFORMANCE INFORMATION

|
MA . CIVNED

RECRUITMENT OF THE CHIEF EXECUTIVE
OFFICER (CEOQ)

The recruitment process for the position of CEO has been
finalized and Mr. Isaac Madlozi Mahlangu was appointed as
the CEO of MEGA for five (5) years, from 1 February 2022.

RECRUITMENT OF AN INDEPENDENT
CHAIRPERSON OF THE RISK MANAGE-
MENT COMMITTEE

The process of appointing an independent Chairperson of
the Risk Management Committee has also been finalized.
Mr. Hangalakani Harris Nkanyana was appointed for three (3)
years with effect from 1 March 2022.
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Strategic objectives, planned targets and actual achievements

Outcome

Output

Output

Indicator

Audited
Actual

Performance

2019/2020

STRATEGIC GOAL 6: ENHANCED ORGANISATIONAL SUSTAINABILITY

Audited
Actual
Performance
2020/2021

Planned
Annual
Target
2021/2022

Actual
Achievement
2021/2022

Deviation
from planned

targetto
Actual

Reasons for devia-
tions

Capacitated Placement % of approved New New 100% 100% 0% None
organisation and positions filled indicator Indicator
recruitment
processes
approved
Improved organiza- Conductor- % Achieved 65% 69% 0%* 0% 0% None
tional culture ganisational  on Employee
survey Satisfaction
Enhanced all-inclu- Implement % Implemen-  New Indicator New 100% 15% 85% Non-responsive
sive and integrated approved tation of IT Indicator bids during tender
information manage- strategyand Infrastructure evaluation delayed
ment system plan implementation of
IT Infrastructure.
Improved risk matu-  Implement % Improve- 4.8% 20% 25% 25% 0% None
rity level Risk Maturity ~menton
Implementa-  organisational
tion Plan risk maturity-
level
STRATEGIC GOAL 7: IMPROVED CORPORATE IMAGE OF MEGA
Increased MEGA Implement Number 3 0 4 4 0 None
Brand and Reputa- Marketing of external
tion and Com- Newsletters
munications  Number of 12 3 12 12 0 None
Strategy internal News-
letter
Number of 1 0 1 1 0 None
Marketing
Campaigns
conducted
Organisa- MEGA Brand 0% 50% 60% 60% 0% None
tional survey  and Reputa-
conducted tion
Organisa- Rating 61% 70% 0% 0%? 0% None
tional survey  achieved on
conducted customer
satisfaction
survey
MTSF Target which is only reported twice in a three-year circle. Target
is keptin order to align with the Corporate Plan MTSF targets.
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% ACHIEVED ON EMPLOYEES SATISFACTION
Regular meetings are held with organized labour to communicate issues of mutual interest. Internal newsletters are issued monthly

to update employees on all developments taking place within the entity.

% IMPLEMENTATION OF IT INFRASTRUCTURE

SCM Unit to finalize the review of the bid specification, cancellation and readvertisement of the tender

None

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
CORPORATE SERVICES 24 436 23910 526 33195 26607 6588

TOTAL 24436 23910 526 33195 26 607 6588




IMPROVEMENT IN AUDIT OUTCOME

The division provides fiscal Allthe auditfindings were resolved before the submission of
leadership, safeguarding of the2021/22 Annual Financial Statements.
assets, ensuring compliance

to laws and regulations and
providing timely delivery The entity hasseenanimprovementin thatit went froma

of services to internal and “qualified” audit opinionin 2020/21 to an “unqualified” audit

external stakeholders and opinionin2021/22.
customers.
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ANNUAL PERFORANGE

Strategic objectives, planned targets and actual achievements

Outcome Output Output Audited Actual Audited Planned Actual Deviation REEN S {o]4
Indicator Performance  Actual Annual Achievement from planned deviations

2019/2020 Performance Target 2021/2022 target to
2020/2021 2021/2022 Actual

STRATEGIC GOAL 6: ENHANCED ORGANISATIONAL SUSTAINABILITY

To enhance Implementa-  Improved Qualified Qualified Unquali- Unqualified  None None
governance tion of Audit  audit opinion fied
and operational Remedial expressed
excellence Action Plans by Auditor-
General

STRATEGY TO OVERCOME AREAS OF UNDER PERFORMANCE

None

REPORTING ON THE INSTITUTIONAL RESPONSE TO THE COVID-19 PANDEMIC

None during the financial year under review.
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LINKING PERFORMANCE WITH BUDGET

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
(R’000) (R’000) (R’000) (R’000) (R’000) (R’000)
FINANCE 44325 44670 (345) 43926 33204 10722
TOTAL 44325 44 670 (345) 43 926 33204 10722
ANNUAL REPORT 2022

PART B - PERFORMANCE INFORMATION
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The Coronavirus (COVID-19) and associated lockdowns have
negativelyaffectedtheattainmentofthe Tradeand Investment
Promotion Unit’s targets for the year. Despite the challenges
experienced MEGA participated in several virtual platforms
which presented an ideal opportunity to promote the various
investment projects and prospects in the province to a global
audience. This includes showcasing of investment oppor-

tunities in the Nkomazi SEZ, The Mpumalanga International
Fresh Produce Market and projects within the Tourism Sector.

ANNUAL REPORT 2022 PART B - PERFORMANCE INFORMATION

CHALLENGES

a)

Vacant key positions affected the
division’s capacity to deliver on planned
targets.

The COVID-19 Pandemic has stalled
trade and investment activities and
negatively affecting the trade and
investment climate the whole world.
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Outcome

!

Strategic objectives, planned targets and actual achievements

Output

Output
Indicator

Audited
Actual
Performance
2019/2020

Audited
Actual

Performance Target
2020/2021

Planned Actual
Annual
2021/2022

2021/2022 Actual

Deviation
Achievement fromplanned deviations
target to

Reasons for

STRATEGIC GOAL 3: INCREASED ATTRACTION OF SUITABLE INVESTORS TO THE PROVINCE BASED ON ATTRACTIVE VALUE PROPOSITION & AT-
TRACTIVE INVESTMENT OPPORTUNITIES

Increased investment  Facilitation Value (R) New Indicator R150m R400m 0 R400m Unfavourable
attracted through of FDI/ LDI of FDI / LDI investment
trade and investment  Investment MEGA facili- climate due
promotion projects in tated projects to Covid-19
Mpumalanga implemented and related
untilimple- during the lockdown
mentation period regulations.
Facilitation of Number of New Indicator 4 8 7 1 No invest-
new FDI /LDl new FDI/LDI ment leads to
Investment projects under pursue due
projects for facilitation for to prevailing
Mpumalanga the period lockdown
and border
closures.
Undertake Number of New Indicator 4 6 1 5 Movement re-
QOutward Outward / strictions due
Investment inward Invest- to Covid-19
Promotion ment Recruit- lockdowns
Missions ment Missions prohib-
undertaken ited missions
from being
undertaken
or hosted.
Render Number of New Indicator 9 20 26 -6 Positive
assistance potential deviation
to potential  Investors
investorsin engaged
Mpumalanga
Host a Number of New Indicator 0 0 0 0 None
Mpumalanga Investment
Investment Conference
Conference hosted
2020
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AL PERFOMANGE Contni

Strategic objectives, planned targets and actual achievements

Outcome Output Audited Audited Planned Actual Deviation Reasons for devia-
Indicator Actual Actual Annual Achievement fromplanned tions

Performance  Performance Target 2021/2022 target to
2019/2020 2020/2021 2021/2022 Actual

STRATEGIC GOAL 4: INCREASED ACCESS TO EXPORT TRADE OPPORTUNITIES FOR MPUMALANGA COMPANIES

Increased access Provide Foreign Trade Mumber of New Indicator 100 140 151 -11 Positive deviation
to export trade counselling and support  exporters /
opportunities to exporters / importers  importers
for Mpumalanga provided with
businesses foreign trade
counselling
and support
Undertake local trade Number of 6 4 9 4 5 Due to COVID-19
exhibitions foreign / very few events
local trade have been offered
exhibitions and many events
undertaken are now held on a

virtual platform.

Promote and facilitate Number of New Indicator 2 10 4 6 The dtic have only
the use of the EMIA / EMIA / SSAS reopened SSAS
SSAS exportincentives  applications applicationsin
facilitated for April 2022.
Mpumalanga
companies

STRATEGIC GOAL 6: IENHANCED ORGANISATIONAL SUSTAINABILITY

Rating achieved on Adherence to PFMA % Compliance  New indicator ~New 100% 100% 0% None
customer satisfaction  provisions relating to with the indicator
survey performance Performance
Information
Management
Policy
Improved Increased % Achieved 25% 19% 80% 57% 23% The non-
organisational organisational on MEGA achievement of
performance performance organisational mosttargets by
performance various divisions
was due to

cashflow and
human resource
constraints as
well as the effects
of the COVID-19
restrictions

Assessed operational  Undertake independent Number of 1 1 2 2 0 None
and developmental and systematic independent
impact evaluations of the and
entity’s performance systematic
against its mandate evaluations
of the entity’s
performance
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VALUE (R) OF FDI / LDI MEGA FACILITATED PROJECTS IMPLEMENTED DURING THE PERIOD

To take advantage of easing lockdown regulations in some countries.

NUMBER OF NEW FDI / LDI PROJECTS UNDER FACILITATION FOR THE PERIOD

To take advantage of easing lockdown regulations in some countries.

NUMBER OF OUTWARD / INWARD INVESTMENT RECRUITMENT MISSIONS UNDERTAKEN

To take advantage of easing lockdown regulations in some countries.

NUMBER OF POTENTIAL INVESTORS ENGAGED

To take advantage of easing lockdown regulations in some countries.

NUMBER OF INVESTMENT CONFERENCE HOSTED

An investment conference has been rescheduled to take place in the 2022/23 financial year.

NUMBER OF FOREIGN / LOCAL TRADE EXHIBITIONS UNDERTAKEN

To continue to undertake virtual events until COVID-19 restrictions are lifted.

NUMBER OF EMIA /| SSAS APPLICATIONS FACILITATED FOR MPUMALANGA COMPANIES

To promote all new EMIA funded events in 2022/2023

% ACHIEVED ON MEGA ORGANISATIONAL PERFORMANCE

Implementation of the Turn-around Strategy Implementation Plan.



None during the financial year under review.

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
TRADE & INVESTMENT 15853 14902 951 15345 7751 7594

TOTAL 15853 14902 951 15345 7751 7594
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Strategic objectives, planned targets and actual achievements

Outcome

Output

Indicator

Audited
Actual

2019/2020

Audited
Actual

Planned
Annual Target

Performance Performance 2021/2022

2020/2021

Actual
Achievement
2021/2022

Deviation
from planned
targetto
Actual

Reasons for devia-

tions

STRATEGIC GOAL 2: IINCREASED ATTRACTION OF SUITABLE INVESTORS TO THE PROVINCE BASED ON AN ATTRACTIVE VALUE PROPOSITION AND ATTRAC-
TIVE INVESTMENT OPPORTUNITIES

Increased Secure Value of New 0 R150m 0 R150m Delays in finalizing
investment funds for the revitalization Indicator approval of CIP
attracted into the revitalisation of ~ funds approved applications at the
property portfolio industrial parks by government dtic due to COVID-19
and/or and changesin
development personnel.
fma.n ce. The dtic has explicitly
institutions Lo
indicated that
priority will be given
to the Ekandustria
application due to
the location of the
park &the fact that
funds have had to
be redirected to fight
COVID.
Complete the Completed New 0 SDPs’ 0 SDPs’ Only one property
revitalisation milestones Indicator investment approvalnot out of the seven
and/or towards the approved met (7) on which
construction revitalisation and development
of the seven / or construction opportunities were
identified of the seven identified belongs to
development identified MEGA. Additionally,
opportunities development the combination of
opportunities Covid-19 lockdown
plus the recent
unrest have had a
negative impact
on property
developmentin
general
Completed Operationalisati Completed New 100% Appointment 0 Market Atotal of R24
and functional on of the milestones Indicator completion  of the Market Operator not  million is required
Mpumalanga Mpumalanga towards the of Phase Operator appointed to procure the
International Fresh  International operationalisation capacity required
Produce Market Fresh Produce of the to operationalize
Market Mpumalanga the MIFPM, which
internal fresh includes assisting
produce market MEGA to procure a
market operator
Completed and Ensurea Number of Plans ~ New Establish- Business Business 0 None
functional Nkomazi  functional submitted to Indicator ment of the  Planand Plan and
Special Economic Nkomazi the dticin line SEZ Entity®  Strategic Strategic
Zone Special with regulatory Plan Plan
Economic Zone requirements submittedto  submitted to
the dtic the dtic
“ Registration of the entity, appointment of the Board and Executives
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Strategic objectives, planned targets and actual achievements

Outcome Output

Output Audited Audited Planned
Indicator Actual Actual Annual

Performance  Performance Target

2019/2020 2020/2021

2021/2022

Actual

Deviation
Achievement from planned tions
2021/2022 target to

Actual

Reasons for devia-

STRATEGIC GOAL 5: PROGRESSIVELY INCREASE OWN REVENUE GENERATION AND COLLECTION TO ACHIEVE FINANCIAL SUSTAINABILITY

Progressively Billed Value of New Indicator R32m R120m R97m R23m High default rate
increase own revenue from annual rental due to tenants not
revenue generation the property  revenue servicing their rental
and collection to portfolio generated and municipal
achieve financial (rental and from the accounts
sustainability utilities) property
portfolio
Increase % Achievedin  65% 66% 60% 67% -71% Positive deviation
occupation of occupancy
the Property  rate of the
Portfolio property
portfolio
Increase Number of New Indicator New 40 44 -15 Positive deviation
investment investors Indicator
attracted attracted
to Property to MEGA
Portfolio Properties
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VALUE OF REVITALIZATION FUNDS APPROVED BY GOVERNMENT AND / OR DEVELOPMENT FINANCE INSTITUTIONS

Continue engaging funders and make follow ups on applications already submitted.

COMPLETED MILESTONES TOWARDS THE REVITALISATION AND / OR CONSTRUCTION OF THE SEVEN IDENTIFIED DEVELOP-
MENT OPPORTUNITIES

MEGA is considering the option of proceeding to incorporate the envisaged operating company, whilst remaining open to investors
such as the IDC and others to come in later once they are certain of their participation positions.

APPOINTMENT OF THE MARKET OPERATOR

Request for funding has been submitted to provincial Treasury.

VALUE OF ANNUAL RENTAL REVENUE GENERATED FROM THE PROPERTY PORTFOLIO

Evacuations used as a last resort. Defaulters put on terms to service overdue accounts

None during the financial year under review.

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
PROPERTIES & INFRASTRUCTURE 198870 191524 7346 189 265 198 886 (9621)

TOTAL 198 870 191524 7346 189 265 198 886 (9621)
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DR. C.M. NKAMBULE
GM: FUNDING

The Division is responsible for five main functions, namely, SMME’s, Co-operatives, Housing and
Agricultural Finance, and Equity Investments.

SMME Development Finance

The sub programme aims to ensure that businesses remain viable, as successful SMME businesses make a direct
contribution to the goals set out in the MEGDP of the Province.

The programme provides the following support to existing SMME businesses:
A Fi ials

Financial support is given to qualifying businesses by providing loans relating to:
i.  Bridging finance for construction projects;

ii. Acquisition of plant and equipment;

iii. Financing tenders;

iv. Acquiring equity; and

v. Financing working capital.

MPUMALANGA ECONOMIC GROWTH AGENCY



B. Non-financial support

Non-financial support services in the programme are provided by
Business Advisors who conduct mentorship programmes that are
designed to improve business success, and these services include:

vi.

ANNUAL REPORT 2022

Training business owners on how to prepare financial
statements and maintain good bookkeeping practices;

Conducting business management seminars;

Facilitating market linkages, by assisting small businesses to
register with relevant government departments, so that their
services can be used;

Helping businesses brand and market their products in
readiness for selling on the market;

By providing regulatory information, and also linking
businesses to the relevant authorities or bodies that can
regulate their products or services;

Facilitating the preparation of business plans through the
Small Enterprise Development Agency (SEDA) for submission
to institutions which provide funds to existing and new
enterprises.

PART B - PERFORMANCE INFORMATION

a.

Beneficiation

The programme aims to achieve beneficiation
objectives by setting up incubators where potential
entrepreneurs will be trained before they set up
their own businesses. Specific industries have been
targeted.

The initiative is aimed at reducing the number
of businesses that fail at the initial stage while
strengthening existing businesses. Initially incubators
will be setup in the wood processing and steel
manufacturing industries.

Beneficiation programmes involve supporting SMME’s
and Co-ops across all sectors by providing:

Information on improving the packaging of their
products and services;

Government Incentives (Grant Funding) for
infrastructure and non-financial services.

This sub programme assesses farmer’s needs in terms
of the ability of the farmer to undertake the proposed
business venture. All applications are considered by
applying the regulations as required in the National Credit
and FICA Acts.

The programme provides the following support to existing

businesses:

a. Market linkages for farm produce;

b. Organising for farming inputs to be obtained at
reasonable prices;

c. Providing mentorship to ensure business success
through exchange programmes with established
businesses including those in livestock and crop
production;

d. Assisting in financial management and other
specialised areas relevant to the business that has
been funded;

e. Providing agricultural economics information. MEGA
has access to statistics on climatic conditions of the
province which it provides to farmers and businesses
as avalue added service;

f.  Pursue profitable business ventures by identifying

opportunities in which MEGA can become a strategic
partner.

53



54

This programme provides loans and access to affordable houses and
facilitate access to home ownership through the provision of finance to
qualifying Mpumalanga citizens. Funding is provided for the following:

Building loan;

Purchase of a vacant stand;

House improvement loan;
Purchase of an existing house; and
Loan size: up to R1.5m.

® a0 oo

The programme has the following projects aimed at facilitating the
implementation of high development impact investments resulting in
providing additional income streams to fund MEGA’s operations namely:

Partially Owned Investments

MEGA has shareholdings in other projects or institutions that are
intended to contribute to its sustainability by providing income streams
that fund MEGA’s operations. The investments are as follows:

a. Mining - Shares in Afrimat, a JSE Listed company.

b. Agriculture-26% in Highveld Fruit Packers- Apple processing.

Wholly Owned Investments

Tekwane Citrus Farm

i.  Thefarm produces citrus fruit which is sold to the local and foreign
markets. 80% of the fruit is exported to Europe and the Far East.

ii. Tekwane Citrus Farm has not been able to function optimally and
thus generate acceptable revenue. The major reasons for lack of
profitability of Tekwane Farm include, inter alia: huge overhead
costs that drain the operation’s profitability as a result of historical
decisions relating to the employment of staff; untimely application
of fertilizers and pesticides; aging machinery and equipment; and
limited capital to fund operations.

ii. The farm has failed to realize profit in this financial year of
reporting. This can be attributed to the failure of the marketing
agent in channeling the lemon fruit to the most lucrative markets
and unnecessary delays in exporting of fruit that coincided with
the July 2022 uprising that affected the Durban harbour.

iv. MEGA aims at providing interventions for the commercialisation of
Tekwane Citrus Farm.

MPUMALANGA ECONOMIC GROWTH AGENCY
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Loopspruit Wine Farm

Loopspruit Wine Farm is a wine producing business
operating, on a 430ha with grapes plantation. The
farm had a fairly large infrastructure of buildings,
including a well-equipped winery with two wine
producing cellars, wine laboratory, restaurant and
equipment. The land component consists of some
25ha grape vineyards while the remainder of the land
consists of natural veld.

Loopspruit Wine Farm has not been able to realize
profits due to lack of financial and human resources,
and the location which is a non-wine farm resulting in
inconsistent and insufficient yield. The vineyards have
been growing old with no planting of new trees due to
lack of financial resources. The farm has consistently
operated at a loss. In 2020, the farm was gutted by fire
and destroyed.

MEGA is currently seeking investors to develop the
farm.

MEGA aims at providing interventions for the
commercialization of Loopspruit Farm and ensuring
its subsequent profitability. Town planning and legal
processes have commenced to transfer ownership of
the farm from National Government to MEGA.

The R2m annual target for the value of business loans
approved was exceeded. Total value of business loans
approved to date amounts to R2 906 359.

Loans disbursed to businesses increased to R2 621 693
for the year.

The value of loans disbursed to housing clients
amounts to R 1287 187.

Post investment support was successfully provided
to business and home-owners clients throughout the
financial year under review.
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Strategic objectives, planned targets and actual achievements

Outcome Output Output Audited Audited Planned Actual Deviation Reasons for devia-
Indicator Actual Actual Annual Achievement fromplanned tions

Performance  Performance Target 2021/2022 targetto
2019/2020 2020/2021 2021/2022 Actual

STRATEGIC GOAL 2: INCREASED IMPLEMENTATION OF SUITABLE HIGH IMPACT INVESTMENTS OPPORTUNITIES IN THE PROVINCE

Increased access Approved Value of busi-  R27.5m R1.5m R2m R2 906 359 -R 906 359 Positive deviation
to funding for business ness loans
businesses loans approved
Disbursed Value of R16.8m R6.8m R10.6m R2621693 R7978306  Theloan
business business loans commitment of

R8.2 million was
not disbursed
due to budget
constraints

loans disbursed

Increased access to Approved Value of 0 0 R1m R 905 400 R 94 600 Target was
funding for housing  housing housing loans exceeded however
one loan was
rescinded due

to changes

in the terms

and conditions
between the buyer
and the seller

clients loans approved

Disbursed Value of R1.7m R348k R2.7m R1287187 R1412813  Theannualtarget
was not achieved

housing housing loans e
. due to rescission
loans disbursed of some of the
prior year loans,
and some are still
commitments to
be disbursed
Improved Post Number of 56 64 150 187 -37 Positive deviation
sustainability of investment businesses
businesses monitoring provided
and support  with post
provided investment
support
Improved quality of Post Number New Indicator 60 420 225 195 The annual target
life through home investment  of housing was not achieved
i . i due delayed start
ownership monitoring clients of the loan book
and support  provided clean-up project,
provided with post the contract
. workers only
investment started towards
support the end of the 3rd
quarter
Improved Perform Number New Indicator 1 4 4 0 None
sustainability of oversight of equity
equity investments on equity investment

investments  monitoring
reports
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VALUE OF BUSINESS LOANS DISBURSED

Source funding from other financial institution.

VALUE OF HOUSING LOANS DISBURSED

Disbursement to be done in the new financial year.

NUMBER OF HOUSING CLIENTS PROVIDED WITH POST INVESTMENT SUPPORT

MEGA shall Intensify clients’ visits in order to increase the number of housing client provided with post investment support and also
conclude the loan book clean-up project in the ensuing financial year.

None during the financial year under review.

2021/2022 2020/2021

Sub-Programmes Budget Actual (Over)/Under Budget Actual (Over)/Under
Expenditure Expenditure Expenditure Expenditure
FUNDING 84861 78182 6679 96 701 86 787 9914

TOTAL 84 861 78182 6679 96 701 86 787 9914




Only EPWP conditional grant for an amount of R1 300 000 was received in the financial year under review.

No conditional grants received in the financial year under review.

REVENUE COLLECTION

2021/2022 2020/2021

Actual
Original Adjusted Actual Amount
Sources of revenue . Over/(Under) Budget Amount Over/(Under)
Budget Budget Invoiced A
Invoi