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uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Statement of Municipal Manager's Responsibility

I am responsible for the preparation of these annual financial statements, which are set out on pages 4 - 47, in terms
of Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality.

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 25 of these annual financial
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Government’s determination in
accordance with this Act.

B.B. Biyela

Municipal Manager

Richards Bay, 29 August 2009
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Statement of Financial Position
Restated

2009 2008
Note(s) R R

Net Assets and Liabilities

Net Assets
Accumulated Surplus 504,387,201 453,460,829

Non-Current Liabilities
Long-term liabilities 3 71,753,081 41,954,559
Non-current provisions 5 67,437,120 49,927,627

139,190,201 91,882,186

Current Liabilities
Consumer deposits 6 5,764,455 4,421,571
Provisions 5 1,090,531 1,411,123
Trade Creditors 7 42,943,821 54,252,886
Unspent conditional grants and receipts 8 141,357,509 101,172,274
Current portion of long-term liabilities 3 885,959 -

192,042,275 161,257,854

Total Net Assets and Liabilities 835,619,677 706,600,869

Assets

Non-Current Assets
Property, plant and equipment 10 449,722,758 372,013,078
Investments 11 53,264,069 50,507,879
Long-term receivables 12 910,720 1,539,448

503,897,547 424,060,405

Current Assets
Inventories 13 3,164,966 3,086,198
Consumer debtors 14 9,443,884 12,237,149
Other debtors 15 6,440,248 8,349,118
Current portion of long-term receivables 12 75,975 261,004
VAT 9 25,970,120 17,921,635
Call investment deposits 16 220,000,000 190,000,000
Bank balances and cash 17 66,626,937 50,685,360

331,722,130 282,540,464

Total Assets 835,619,677 706,600,869
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Statement of Financial Performance
Restated

2009 2008
Note(s) R R

Revenue
Regional Services Levies - turnover 18 89,509 846,594
Regional Services Levies - remuneration 18 572,493 384,376
Service charges 19 33,399,638 30,277,691

34,061,640 31,508,661

Other income
Rental income 48,300 317,696
Government grants and subsidies 20 321,885,999 244,256,711
Interest earned - external investments 22 36,182,387 30,311,249
Interest earned - outstanding debtors 22 176,501 311,162
Other income 21 11,294,359 2,595,736

369,587,546 277,792,554

Total revenue 403,649,186 309,301,215

Expenditure
Employee related costs 24 (61,158,547) (49,998,934)
Remuneration of councillors 25 (5,021,472) (4,740,110)
Bad debts (7,481,448) (3,066,528)
Depreciation, amortisation and impairments (22,464,697) (10,966,372)
Repairs and maintenance (29,628,916) (24,576,672)
Finance cost 26 (8,118,322) (7,856,385)
Bulk purchases 27 (16,537,993) (11,894,756)
Contracted services (42,359,630) (40,991,819)
Grants and subsidies paid 28 (1,831,924) (1,514,515)
General expenses 29 (133,240,471) (103,995,820)
Loss on disposal of property, plant and equipment 23 (5,894) (55,581)

Total Expenditure (327,849,314) (259,657,492)

Surplus for the year 75,799,872 49,643,723

Refer to Appendix E(1) for the comparison with the approved budget
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Statement of Changes in Net Assets
Accumulated Surplus Total

R R

2008
Balance at 01 July 2007 367,628,818 367,628,818
Correction of error 36,188,288 36,188,288

Balance 403,817,106 367,628,818

Surplus for the year 49,643,723 49,643,723

Balance as at 30 June 2008 453,460,829 367,628,818

2009
Balance at 01 July 2008 453,460,829 453,460,829
Correction of Prior Year Error (30,787,253) (30,787,253)
Changes in accounting policy 4,849,055 4,849,055
Stale cheques prior year 1,064,698 1,064,698

Balance 428,587,329 428,587,329

Surplus for the year 75,799,872 75,799,872

Balance as at 30 June 2009 504,387,201 504,387,201
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Cash Flow Statement
2009 2008

Note(s) R R

Cash flows from operating activities

Sales of goods and services 34,109,940 31,826,357
Grants 321,885,999 244,256,711
Other receipts 11,402,449 42,016,381
Employee costs (66,180,018) (54,739,044)
Suppliers (203,671,361) (142,166,336)

Cash generated from operations 30 30,184,433 121,194,069
Interest income 36,358,888 30,622,411
Interest paid (8,118,322) (7,856,385)

Net cash from operating activities 155,972,008 143,960,095

Cash flows from investing activities

Purchase of property, plant and equipment 10 (118,150,343) (101,164,003)
Increase in non-current investments (2,756,190) (37,010,481)
Decrease in non-current receivables (1,068,729) 636,198
Purchase of assets 3 - -
Increase in current liabilities (11,449,336) -
(Increase) in current receivables (6,528,781) -
Increase in Inventories (75,615) -

Net cash from investing activities (140,028,994) (137,538,286)

Cash flows from financing activities

Net movement on other financial liabilities 29,304,112 381,458
Proceeds from other financial liabilities (648,434) 32,867,870
Increase in consumer deposits 1,342,884 632,619

Net cash from financing activities 29,998,562 33,881,947

Net (decrease) / increase in cash and cash equivalents 45,941,577 40,303,756
Cash and cash equivalents at the beginning of the year 240,685,360 200,381,604

Cash and cash equivalents at the end of the year 31 286,626,937 240,685,360
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uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Accounting Policies

1. Presentation of Annual Financial Statements

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in accordance with the
historical cost convention, except where indicated otherwise .

The Annual Financial Statements have been prepared in accordance with the Accounting Standards as prescribed by
the Minister of Finance in terms of Government Gazette number 31021, Notice Number 516, dated 9 May 2008 and
also in terms of the standards and principles contained in Directives 3 and 5 issued by the ASB in March 2009. 

The Accounting Framework of the municipality, based on the preceeding paragraphs is therefore as follows:

GRAP 1 Presentation of Financial Statements
GRAP 2 Cash Flow Statements
GRAP 3 Accounting Policies, Changes in Accounting Estimates  and Errors
GRAP 5 Borrowing Costs
GRAP 6 Consolidated and Separate Financial Statements 
GRAP 7 Investments in Associates
GRAP 9 Revenue from Exchange Transactions
GRAP 12 Inventories
GRAP 13 Leases
GRAP 14 Events after the Reporting Date
GRAP 16 Investment property
GRAP 17 Property, Plant and Equipment
GRAP 19 Provisions, Contingent Liabilities and Contingent Assets
GAMAP 9 Paragraphs relating to Revenue from Non-Exchange Transactions
GRAP 102 Intangible Assets
IPSAS 20 Related Party Disclosure
IPSAS 21 Impairment of Non Cash-Generating Assets
IFRS 7 Financial Instruments:  Disclosures
IAS 19 Employee Benefits
IAS 32 Financial Instruments:  Presentation
IAS 39 IAS 39Financial Instruments: Recognition and Measurement

1.1 CHANGES IN ACCOUNTING POLICY AND COMPARABILITY

For the year ended 30 June 2008 the municipality complied with the three effective GRAP standards, the eight
effective GAMAP standards, all relevant GAAP Standards and all relevant exemptions as set out in Government Gazette
30013, as at that date. For the year ended 30 June 2009 the municipality has adopted the accounting framework as
set out in point 1 above. 

Changes in accounting policies that are affected by management have been applied retrospectively in accordance with
GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects or the
cumulative effect of the change in policy. In such cases the municipality shall restate the opening balances of assets,
liabilities and net assets for the earliest period for which retrospective restatement is practicable. The details of any
resulting changes in accounting policy and comparative restatements are set out in note 2.

The municipality changes an accounting policy only if the change:
(a) is required by a Standard of GRAP; or
(b) results in the financial statements providing reliable and more relevant information about the effects of
transactions, other events or conditions on the performance or cash flow.
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uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Accounting Policies

1.2 Comparative figures

Where necessary, comparative figures have been reclassified/restated where applicable  to conform to changes in
presentation in the current year.

1.3 Offsetting

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a
Standard of GRAP.

1.4 Presentation of currency 

These annual financial statements are presented in South African Rand.

1.5 Going concern assumption

These annual financial statements have been prepared on a going concern basis. 

1.6 Current year comparatives

Budgeted amounts have been included in the annual financial statements for the current financial year only in
Appendix E1 & E2.

1.7 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS

The following are the critical judgements, apart from those involving estimations, that the management have made in
the process of applying the municipality’s Accounting Policies and that have the most significant effect on the amounts
recognised in Annual Financial Statements: 

1.7.1 Revenue Recognition

Accounting Policy 1.18.1 on Revenue from Exchange Transactions and Accounting Policy  1.18.2 on Revenue from
Non-exchange Transactions describes the conditions under which revenue will be recorded by the management of the
municipality.

In making their judgement, the management considered the detailed criteria for the recognition of revenue as set out
in GRAP 9: Revenue from Exchange Transactions and GAMAP 9: Revenue, as far as Revenue from Non-Exchange
Transactions is concerned (see Basis of Preparation above) . In particular, whether the municipality, when goods are
sold, had transferred to the buyer the significant risks and rewards of ownership of the goods and when services is
rendered, whether the service has been rendered.  The management of the municipality is satisfied that recognition of
the revenue in the current year is appropriate.

1.7.2 Financial assets and liabilities

The classification of financial assets and liabilities, into categories, is based on judgement by management.

1.7.3  Useful lives of Property, Plant and Equipment

As described in Accounting Policies 1.11 the municipality depreciates/ amortises its property, plant and equipment,
investment property and intangible assets over the estimated useful lives of the assets, taking into account the
residual values of the assets at the end of their useful lives, which is determined when the assets are available for use.
The useful lives and residual values of the assets are based on industry knowledge and reviewed annually.
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uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Accounting Policies

1.7 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS (continued)

1.7.4 Defined Benefit Plan Liabilities

As described in Accounting Policy 1.9, the municipality obtains actuarial valuations of its defined benefit plan liabilities.
The defined benefit obligations of the municipality that were identified are Post-retirement Health Benefit Obligations
and Long-service Awards.  The estimated liabilities are recorded in accordance with the requirements of IAS 19.
Details of the liabilities and the key assumptions made by the actuaries in estimating the liabilities are provided in Note
6  to the Annual Financial Statements.

1.7.5 Provisions

Provisions were raised and management used professionals to determine an estimate based on the information
available. Additional disclosure of these estimates of provisions are included in note 5 - Provisions.

1.7.6 Contingent provisions 

Contingencies recognised in the current year required estimates and judgments, economic outflow is not probable and
are disclosed in the note. 

1.8 Financial instruments

The municipality has various types of financial instruments and these can be broadly categorised as either Financial
Assets or Financial Liabilities.

1.8.1 Financial Assets - Classification

A financial asset is any asset that is a cash or contractual right to receive cash.  The municipality has the following
types of financial assets as reflected on the face of the Statement of Financial Position or in the notes thereto:

Investments in Fixed Deposits (Banking Institutions, etc)
Long-term Receivables
Consumer Debtors
Certain Other Debtors 
Short-term Investment Deposits
Bank Balances and Cash

In accordance with IAS 39.09 the Financial Assets of the municipality are classified as follows into the four categories
allowed by this standard:

Type of Financial Asset Classification in terms of IAS
39.09

Short-term Investment Deposits – Call Held-to-maturity investments
Bank Balances and Cash Available for sale investments
Finance Lease Receivables Loans and receivables
Long-term Receivables Loans and receivables
Consumer Debtors Loans and receivables
Other Debtors Loans and receivables
Investments in Fixed Deposits Held-to-maturity investments

Financial assets at fair value through profit or loss are financial assets that meet either of the following conditions:

- they are classified as held for trading; or
-  upon initial recognition they are designated as at fair value through the Statement of Financial Performance.
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uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Accounting Policies

1.8 Financial instruments (continued)

Available for sale investments are financial assets that are designated as available for sale or are not classified as:

- Loans and Receivables;
- Held-to-Maturity Investments; or
- Financial Assets at fair value through the Statement of Financial Performance.

Loans and Receivables 

Loans and Receivables are non derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They are included in current assets, except for maturities greater than 12 months, which are
classified as non-current assets.  Loans and receivables are recognised initially at cost which represents fair value.
After initial recognition Financial Assets are measured at amortised cost, using the effective interest rate method less a
provision for impairment.

Held-to-Maturity Investments.

Held-to-Maturity Investments are financial assets with fixed or determinable payments and fixed maturity where the
municipality has the positive intent and ability to hold the investment to maturity.

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are
short-term highly liquid investments, readily convertible into known amounts of cash, that are held with registered
banking institutions with maturities of four months or less and are subject to an insignificant risk of change in value.
For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call
with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: loans
and receivables. 

1.8.2 Financial Liabilities - Classification

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity.  The
municipality has the following types of financial liabilities as reflected on the face of the Statement of Financial Position
or in the notes thereto:

Long-term Liabilities
Certain Other Creditors 
Bank Overdraft
Short-term loans
Current Portion of Long-term Liabilities
Consumer Deposits

There are two main categories of Financial Liabilities, the classification determining how they are measured.  Financial
liabilities may be measured at:

(i) Fair value through profit or loss; or

(ii) Other financial liabilities.

Any other financial liabilities are classified as "Other financial liabilities" and  are initially measured at fair value, net of
transaction costs.  Other financial liabilities are subsequently measured at amortised cost using the effective interest
method, with interest expense recognised on an effective yield basis.

In accordance with IAS 39.09 the Financial Liabilities of the municipality are all classified as "Other financial liabilities".
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Accounting Policies

1.8 Financial instruments (continued)
I1.8.3 Initial and Subsequent Measurement

Financial Assets:

Held-to-maturity Investments and Loans and Receivables are initially measured at fair value plus transaction costs that
are directly attributable to the acquisition or issue of the financial asset. Subsequently, these assets are measured at
amortised cost using the Effective Interest Method less any impairment, with revenue recognised on an effective yield
basis.

Financial Liabilities:

Financial liabilities at fair value are initially and subsequently measured at fair value. Other financial liabilities are
measured at amortised cost using the effective interest rate method.

Impairment of Financial Assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment at each
balance sheet date. Financial assets are impaired where there is objective evidence of impairment of Financial Assets
(such as the probability of insolvency or significant financial difficulties of the debtor).  If there is such evidence the
recoverable amount is estimated and an impairment loss is recognised in accordance with IAS 39.

Initially Accounts Receivable are valued at fair value and subsequently carried at amortised cost using the effective
interest rate method.  An estimate is made for doubtful debt based on past default experience of all outstanding
amounts at year-end.  Bad debts are written off the year in which they are identified as irrecoverable. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account.  When
a trade receivable is considered uncollectible, it is written off against the allowance account.  Subsequent recoveries of
amounts previously written off are credited against the allowance account.  Changes in the carrying amount of the
allowance account are recognised in the Statement of Financial Performance.

Derecognition of Financial Assets

The municipality derecognises Financial Assets only when the contractual rights to the cash flows from the asset expire
or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity,
except when Council approves the write-off of Financial Assets due to non recoverability.

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to
control the transferred asset, the municipality recognises its retained interest in the asset and an associated liability for
amounts it may have to pay.  If the municipality retains substantially all the risks and rewards of ownership of a
transferred financial asset, the municipality continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

Derecognition of Financial Liabilities

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged,
cancelled or they expire.

1.9 Employee benefits

Defined contribution plans

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate entity.  The
municipality has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating to service in the current or prior periods.

The municipality’s contributions to the defined contribution funds are established in terms of the rules governing those
plans.  Contributions are recognised in the Statement of Financial Performance in the period in which the service is
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Accounting Policies

1.9 Employee benefits (continued)
rendered by the relevant employees. The municipality has no further payment obligations once the contributions have
been paid.

Defined benefit plans

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan.

Post-retirement Health Care Benefits:

The municipality has an obligation to provide Post-retirement Health Care Benefits to certain of its retirees.  According
to the rules of the Medical Aid Funds, with which the municipality is associated, a member (who is on the current
Conditions of Service), on retirement, is entitled to remain a continued member of the Medical Aid Fund, in which case
the municipality is liable for a certain portion of the medical aid membership fee.

The defined benefit liability is the aggregate of the present value of the defined benefit obligation and unrecognised
actuarial gains and losses, reduced by unrecognised past service costs. The plan is unfunded. The present value of the
defined benefit obligation is calculated using the projected unit credit method, incorporating actuarial assumptions and
a discount rate based on the government bond rate. Valuations of these obligations are carried out every year by
independent qualified actuaries.

Long-service Allowance

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees.  According to the
rules of the Long-service Allowance Scheme, which the municipality instituted and operates, an employee , is entitled
to a cash allowance, calculated in terms of the rules of the scheme, after 10, 15, 20, 25 and 30 years of continued
service. The municipality’s liability is based on an actuarial valuation. The projected unit credit method has been used
to value the liabilities. Actuarial gains and losses on the long-term incentives are accounted for through the statement
of financial performance.

Exemption regarding defined benefit accounting in previous financial year

Although defined benefit accounting in accordance with the requirements of IAS 19, as far as it relates to defined
benefit plans accounted for as defined contribution plans and the defined benefit obligation disclosed by narrative
information, has been exempted in the previous financial year in terms of General Notice 522 of 2007, the National
Treasury approved a deviation from the basis of accounting applicable to the municipality in terms of the above-
mentioned General Notice which granted the municipality defined benefit accounting of its defined benefit plans in the
previous financial year. Continued to apply defined benefit accounting to the defined benefit plans for the financial
year ended 30 June 2009 in accordance with the requirements of IAS 19. 

Provincially-administered Defined Benefit Plans

The municipality contributes to various National- and Provincial-administered Defined Benefit Plans on behalf of its
qualifying employees.  These funds are multi-employer funds (refer to Note 6 of the Annual Financial Statements for
details).  The contributions to fund obligations for the payment of retirement benefits are charged against revenue in
the year they become payable.  These defined benefit funds are actuarially valued triennially on the Projected Unit
Credit Method basis.  Deficits are recovered through lump sum payments or increased future contributions on a
proportional basis from all participating municipalities.

1.10 Provisions

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the
current best estimate. 

Provision for the rehabillitation of the refuse landfill site is determined at best estimate by the consulting engineers. 
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Accounting Policies

1.11 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 associated with the item will flow to the municipality; and
the cost of the item can be measured reliably.

1.11.1 Initial Recognition

Property, plant and equipment are tangible current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used
during more than one reporting period. 

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

Property, plant and equipment are initially recognised at cost on its acquisition date or in the case of assets acquired at
nil or nominal consideration the deemed cost, being the fair value of the asset on acquisition The cost of an item of
property, plant and equipment is the purchase price and other costs attributable to bring the asset to the location and
condition necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and
rebates are deducted in arriving at the cost. The initial estimate of cost also includes the necessary costs of
dismantling and removing the asset and restoring the site on which it is located. 

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

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the
cost is deemed to be equal to the fair value of that asset on the date acquired. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary assets or monetary
assets, or a combination of monetary and non-monetary assets is measured at its fair value.  If the acquired item
could not be measured at its fair value, its cost was measured at the carrying amount of the asset given up.

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to
use them during more than one period.  Similarly, if the major spare parts and servicing equipment can be used only
in connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment.

1.11.2  Subsequent Measurement

Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that future economic
benefits or potential service delivery associated with the subsequent expenditure will flow to the entity and the cost or
fair value of the subsequent expenditure can be reliably measured. Subsequent expenditure incurred on an asset is
only capitalised when it increases the capacity or future economic benefits associated with the asset. Where the
municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new
component.

Subsequent measurement of all property plant and equipment, are measured at cost (or deemed cost), less
accumulated depreciation and accumulated impairment losses.  The municipality does not recognise in the carrying
amount of an item property, plant and equipment the costs of day to day servicing of the item. 

Compensation from third parties for items of property, plant and equipment that were impaired, lost or given up is
included in surplus or deficit when the compensation becomes receivable.

1.11.3  Depreciation

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 shall be depreciated separately. 

The depreciation charge for each period shall be recognised in surplus or deficit unless it is included in the carrying
amount of another asset. 

14
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Accounting Policies

1.11 Property, plant and equipment (continued)

Land, with the exception of landfill sites and cemetry, is not depreciated as it is regarded as having an infinite life. If
the cost of land includes the cost of site dismantlement, removal and restoration, the portion of the land asset is
depreciated over the period of benefits or service potential, obtained by incurring those costs.  Depreciation on assets
other than land is calculated on cost, using the straight line method, to allocate their cost or revalued amounts to their
residual values over the estimated useful lives of the assets. The depreciation method used reflects the pattern in
which the assets future economic benefits or service potential are expected to be consumed by the municipality.
Components of assets that are significant in relation to the whole asset and that have different useful lives are
depreciated separately. The depreciation rates are based on the following estimated useful lives.

Depreciation only commences when the asset is available for use, unless stated otherwise.

Item Average useful life
Computer Equipment 5 years
Furniture 10 years
Infrastructure Electricity

Electrical Kiosk 15 years
Electrical Meters 15 years
Street lighting 15 years
Electrical Lines and Cables 40 years
Electrical Switchgear 40 years
Power transformers 40 years

Infrastructure - Plant & Equipment
Heavy duty  Infrastructure Pumps 15 years
Unspecified Infrastructure Assets 15 years
Standby Generator Sets - Water & Sewerage Camps 15 years

Infrastructure Sewerage Services 
Sewerage containment 50 years
Sewerage Network 50 years
Sewerage purification 50 yeas

Infrastrucutre Solid Waste cell services
Solid waste cell 7 years

Infrastructure Water services
Small schemes 15 years
Water abstraction 20 years
Water network 20 years
Water purification 20 years
Water storage 50 years

Motor vehicles
Bakkie ,LDV,Sedan & Tanker 7 years
Truck 7years
Trailer & caravan 5 years
Forklift 5 years
Tractors 15 years

Equipment
Office Equipment 5 years

Land & building
Permanent 30 years
Other buildings 30 years

Plant & Equipment
Weed eater 2 years
Lawn mower 2 years
Other 5 years
Skid mounted fire response 15 years

The assets’ residual values, estimated useful lives and depreciation method are reviewed annually, and adjusted
prospectively if appropriate, at each reporting date.
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Accounting Policies

1.11 Property, plant and equipment (continued)

1.11.4   Asset in construction

Incomplete construction work is stated at historical cost.  Depreciation only commences when the asset is available for
use.

1.11.5  Infrastructure Assets

Infrastructure Assets are any assets that are part of a network of similar assets. Infrastructure assets are shown at
cost less accumulated depreciation and accumulated impairment. Infrastructure assets are treated similarly to all other
assets of the municipality in terms of the asset management policy. 

1.11.6  Derecognition of property, plant and equipment 

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or when no future
economic benefits or service potential are expected from its use or disposal

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or
deficit when the item is derecognised. Gains are not included in revenue.

Gains or losses are calculated as the difference between the net book value of assets (cost less accumulated
depreciation and accumulated impairment losses) and the sales proceeds is included in the Statement of Financial
Performance as a gain or loss on disposal of property, plant and equipment. 

1.12 Intangible assets

1.12.1 Initial Recognition

Identifiable non–monetary assets without physical substance which are held for use in the production or supply of
goods or services, for rental to others, or for administrative purposes are classified and recognised as intangible assets.
The municipality recognises an intangible asset in its Statement of Financial Position only when it is probable that the
expected future economic benefits or service potential that are attributable to the asset will flow to the municipality
and the cost or fair value of the asset can be measured reliably.

Intangible assets are initially recognised at cost. Intangible assets acquired separately or internally generated are
reported at cost less accumulated amortisation and accumulated impairment losses. Where an intangible asset is
acquired at no cost or for a nominal consideration, its cost is its fair value as at the date it is acquired. Where an
intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary
and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item's fair
value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up

1.12.2  Subsequent Measurement, Amortisation and Impairment

Amortisation is charged on a straight-line basis over the intangible assets' useful lives, which are estimated to be
between 3 years.  Where intangible assets are deemed to have an indefinite useful life, such intangible assets are not
amortised, for example servitudes obtained by the municipality give the municipality access to land for specific
purposes for an unlimited period however, such intangible assets are subject to an annual impairment test.

Where items of intangible assets have been impaired, the carrying value is adjusted by the impairment loss, which is
recognised as an expense in the period that the impairment is identified except where the impairment reverses a
previous revaluation. The impairment loss is the difference between the carrying amount and the recoverable amount.

The estimated useful life and amortisation method are reviewed annually at the end of the financial year. Any
adjustments arising from the annual review are applied prospectively as a change in acounting estimate in the
Statement of Financial Performance.

Item Average useful life
Computer software, other 3 years
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1.12 Intangible assets (continued)

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

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised
in profit or loss when the asset is derecognised.

1.12.3 Derecognition

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or
service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an
intangible asset is determined as the difference between the sales proceeds and the carrying value and is recognised
in the Statement of Financial Performance.

1.12.4 Transitional Provisions

Costs incurred on intangible assets (other than on computer software) were expensed and not capitalised in the
previous financial year as required by IAS 38 as this requirement was exempted in terms of General Notice 522 of
2007. Accounted for all costs incurred that meet the intangible asset definition and recognition requirements as
intangible assets for the financial year ended 30 June 2009 (and retrospectively, where practicable) in accordance with
the requirements of GRAP 102, GRAP 3 and ASB Directive 3. 

1.13 Investment in municipal entities

Investment in municipal entities are carried at cost less any accumulated impairment.

1.14 The Municipality as Lessee

Headleases

The headlease in which the Municipality would have a controlling interest in the property at the end of the lease is
classified as a finance lease. 

Finance headleases

Headlease asset, where part of finance headlease, is capitalised as other assets - property at cost and a corresponding
liability is raised. Land is not depreciated. 

Operating Leases

Payments made under operating leases that are contingent rentals are charged to the statement of financial
performance in the period in which they occur. 

1.15 Inventories

Consumable stores, finished goods and purified water are valued at the lower of cost and net realisable value. In
general, the basis of determining cost is the first-in, first out method. 

Redundant and slow moving inventories are identified and written down from cost to net realisable value with regard
to their estimated economic or realisable values. 

1.16 VALUE ADDED TAX

The Municipality accounts for Value Added Tax on the cash basis.

1.17 Tax
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1.17 Tax (continued)

Tax expenses

No provision has been made for taxation as the municipality is exempt from taxation in terms of section 10(1)(A) of
the IncomeTaxAct. 

1.18 Revenue Recognition

1.18.1   Revenue from Exchange Transactions

Service charges relating to electricity and water are based on consumption. Meters are read on a monthly and
quarterly basis and are recognised as revenue when invoiced. Provisional estimates of consumption are made monthly
when meter readings have not been performed. The provisional estimates of consumption are recognised as revenue
when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters
have been read. These adjustments are recognised as revenue in the invoicing period.  Revenue from the sale of
electricity prepaid meter cards are recognised at the point of sale.

Service charges relating to refuse are recognised on a monthly basis in arrears and on a cash basis by applying the
approved tariff to each consumer that uses the solid waste site.

Service charges from sewerage and sanitation are based on the number of sewerage connections on each developed
property using the tariffs approved from Council and are levied monthly. 

Interest and rentals are recognised on a time proportion basis.

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is
rendered by applying the relevant gazetted tariff. 

Revenue from public contributions is recognised when all conditions associated with the contribution have been met or
where the contribution is to finance property, plant and equipment, when such items of property, plant and equipment
is brought into use.  Where public contributions have been received but the municipality has not met the condition, a
liability is recognised.

1.18.2   Revenue from non-exchange transactions

Revenue from Regional Levies, both those based on turnover as well as those based on remuneration, is recognised on
the payment due basis. Estimates are reviewed regularly to ensure that average data is appropriate.

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated
procedures, including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised
when the recovery thereof from the responsible councillors or officials is virtually certain.

1.19 Conditional Grants and receipts

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent
that the criteria, conditions or obligations have not been met a liability is recognised.

1.20 Grants-in-aid

The municipality transfers money to individuals, organisations and other sectors of government from time to time.
When making these transfers, the municipality does not:
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1.21 Borrowing Costs 

Borrowing costs incurred relating to qualifying assets and all other borrowing costs incurred were recognised as
expenses in the Statement of Financial Performance in the previous financial year in accordance with the benchmark
treatment in the old IAS 23, i.e. expensing all borrowing costs. The municipality capitalises borrowing costs incurred
that are directly attributable to the acquisition, construction or production of a qualifying asset as part of the cost of
that asset only when the commencement date for capitalisation is on or after 1 July 2008, while all other borrowing
costs incurred (including borrowing cost incurred on qulaifying assets where the commencement date for capitalisation
is prior to 1 July 2008) are recognised as an expense in the Statement of Financial Performance for the financial year
ending 30 June 2009 in accordance with the requirements of GRAP 5 and ASB Directive 3.

It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital
asset acquired cannot be adequately established - the municipality expenses borrowing costs when it is inappropriate
to capitalise it. The municipality ceases the capitalisation of borrowing costs when substantially all the activities to
prepare the asset for its intended use or sale are complete.

1.22 Unauthorised expenditure

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in terms of the
conditions of an allocation received from another sphere of government, municipality or organ of state and expenditure
in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003).
Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

1.23 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable
care been exercised.  Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial
Performance.

1.24 Irregular expenditure

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003),
the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in
contravention of the Municipality’s supply chain management policy.  Irregular expenditure excludes unauthorised
expenditure.   Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.

1.25 EVENTS AFTER THE REPORTING DATE

Events after the reporting date that are classified as adjusting events have been accounted for in the Annual Financial
Statements. The events after the reporting date that are classified as non-adjusting events after the reporting date
have been disclosed in the notes to the Annual Financial Statements.

1.26 CONTINGENT ASSETS AND CONTINGENT LIABILITIES

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual
financial statements.

receive any goods or services directly in return, as would be expected in a purchase or sale transaction;
expect to be repaid in future; or
expect a financial return, as would be expected from an investment.

 These transfers are recognised in the Statement of Financial Performance as expenses in the period that the events
giving rise to the transfer occurred.
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2. Changes in accounting policy - implementation of GAMAP

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP)  on a basis consistent with the prior year except for the adoption of the following new or
revised standards.

GRAP 5 -Borrowing Costss
GRAP 6 -Consolidated & separate Financial Statements
GRAP 9 -Revenue from Exchange Transactions
GRAP 12 -Inventories
GRAP 13 -Leases
GRAP 14 -Events after the reporting dates
GRAP 16 -Investment property
GRAP 17 -Property plan & Equipment
GRAP 19 -Provisions,Contingent Liabilities & Contingent Assets
GAMAP 9 -Paragraph relating to Revenue from Non-exchange Transactions
GRAP 102 -Intangible Assets
IPSAS 20 - Related Party Disclosure
IPSAS 21 -Impairment of Non Cash Generating Assets
IFRS 7 -Financial Instruments:Presentation
IAS19 -Employee Benefits
IAS32 -Financial Instruments
IAS 39 -IAS 39 Financial Instruments : Recognition & Measurement

The aggregate effect of the changes in accounting policy on the annual financial statements for the year ended 30
June 2009  is as follows:

Statement of Financial Position

2.1 Statutory Funds
Balance previously reported: - 
Capital Grant Reserve 191,020,763 -
Donations & Public Contribution Reserve 3,763,443 -
Implementation of GRAP: -
Transferred to the accummulated  reserve (194,784,206) -

- -

2.2 Property, Plant & Equipment
Balance previously reported: - 
Previously stated 453,000,000 -
Implementation of GRAP: - 
Change in Accounting Policy - -
- Recognition & measurement 1,382,576 -
- Reclassification of asset 1,380,582 -
-  Intangable asset recognition 9,397,500 -
-  Borrowing costs 2,940,056 -
-  Recognition of asset 17,990 -
 - Correction of Prior year error - -
- Reversal of landfill site provision (32,350,060) -

435,768,644 -

.
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2. Changes in accounting policy - implementation of GAMAP (continued)
2.3 Provisions and Reserves
Balance previously reported: - 
Long service allowance prior year unfunded 1,615,717 -
Retirement health care benefit prior year unfunded - -
Debtor Provision 7,365,931 -
Implementation of GRAP: - 
Long service provision 6,951,508 -
Retirement Health care benefit provision 6,805,951 -
Debtor Bad debt provision 6,584,621 -

29,323,728 -

3. Long-term liabilities

Non-current liabilities portion of loans 

INCA 13.95%

The loan was taken to finance the purchase and development of the
regional solid waste site. The loan is repayable after a 15 year period.
Interest at 13.95% is paid 6 monthly in arrears on the last day of the
month. The final payment of R 21 million is due December 2015. A zero
coupon from INCA has been taken out to repay this loan.

21,000,000 21,000,000

INCA 11.95%

The loan was taken to finance the extensions to the Uthungulu House and
development of the solid waste site cell 2. The loan is repayable after 15
year period. Interest at 11.95% is payable 6 monthly in arrears on the last
day of the month. 

29,304,113 -

Obligation under finance headlease

The finance headlease payments represent payments by the Municipality
for a headlease property in which the Municipality has a controlling
interest at the end of the lease through uThungulu Financing Partnership
and consist of a lease over Portion 2 of ERF 10033 Richards Bay, 2 Haiti,
Central Business District, known as uThungulu House. The original lease
period expires on 31 October 2017,  ownership of the property will vest
with uThungulu on the termination of the lease. The yield to maturity on
the lease is  23,81 % and is paid 6 monthly in advance on the last day of
the month.

22,334,927 20,954,559

Current portion transferred to current liabilities
Sub-total 72,639,040 41,954,559

Non-current liabilities
Total long term portion 71,753,081 41,954,559

Current liabilities
Total current portion 885,959 -

Refer to Appendix A for more detail on long-term liabilities.
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3. Long-term liabilities (continued)

Details of the repayment terms of the obligations and the related interest rates are set out in Appendix A. The asset
encumbered to secure the loans is detailed in note 9.

4. POST RETIREMENT HEALTH CARE  LIABILITY

4.1 POST RETIREMENT HEALTH CARE LIABILITY

Post-Employment Health Care Benefit Liability 6,805,951 -
Less: Transfer to Current Provisions (80,412) -

6,725,539 -

The Municipality provides certain post retirement medical benefits by funding the medical aid contributions  of certain
retired members of the Municipality. According to the rules of the medical aid funds, with which the municipality is
associated, a member (who is on the current condition of service), on retirement, is entitled to remain a continued
member of such medical aid fund, in which case the Municipality is liable for a certain portion of the medical aid
membership fee. 

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation
were carried out as at  30 June 2009 by ARCH Actuarial Consulting, a member of the Actuarial Society of South Africa.
The present value of the defined benefit obligation, and the related current service cost and past service cost, were
measured using the Projected Unit Credit Method. No other post retirement benefits are provided by the municipality.

The Post Employment Health Care Benefit Plan is a defined
benefit plan, of which the members are made up as
follows:
In-service members 144 -

The liability in respect of past service has been estimated
to be as follows:
In-service members 5,316,406 -
Continuation members 1,489,545 -

6,805,951 -

The municipality makes monthly contributions for health care arrangements to the following medical aid schemes:
- Bonitas
- Hosmed
- LA Health
- KeyHealth
- Samwumed

The future service cost for the ensuing year is established to be R 557,420, whereas the interest-cost for the next year
is estimated to be R 598,109 (2008: R 514,346 and R 638,597 respectively).

The principal assumptions used for the purposes of the
actuarial valuations were as follows:
Discount rate %8.84 %10.59
Health Care Cost Inflation Rate %7.59 %9.50
Net Effective Discount Rate %1.16 %1.00
Expected Rate of Salary Increase %6.84 %8.75
Expected Retirement Age - Females 58 58
Expected Retirement Age - Males 63 63
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4. POST RETIREMENT HEALTH CARE  LIABILITY (continued)

The amounts recognised in the Statement of Financial Position are as follows:

Present value of fund obligations 6,805,951 -

Present value of unfunded obligations 6,805,951 -

The amount recognised in the Statement of Financial
Performance are as follows:
Current service cost 514,346 -
Interest cost 638,597 -

1,152,943 -

Balance at beginning of year - -
Prior year unfunded 6,062,886 -
Current service cost 514,346 -
Interest cost 638,597 -
Benefits paid (72,540) -
Actuarial (gain)/loss on the obligation (337,338) -

Balance at end of year 6,805,951 -

The effect of a 1 % movement in the assumed rate of health care cost inflation is as follows:

Increase
Effect on the aggregate of the current service cost and the interest cost 281,400 -
Effect on the defined benefit obligation 1,475,057 -

Decrease
Effect on the aggregate of the current service cost and the interest cost (217,300) -
Effect on the defined benefit obligation (1,159,940) -

The history of experienced adjustments is as follows:

Defined benefit obligation 6,805,951 -
Experience adjustments on plan liabilities          N/A

The municipality expects to make a contribution of R 80,412, (2008: R 72,540) to the defined benefit plans during the
next financial year.

4.2 Other non-current provisions

Long Service Awards
Provision for Long Service Awards 3,207,105 1,203,828
Less: Transfer to Current Provisions (380,168) (695,759)

Net Long Service Awards liability 2,826,937 508,069

A long-service award is granted to municipal employees after the completion of fixed periods of continuous service
with the Municipality (which includes their uninterrupted service with the former local authorities and Provincial
departments from July 2002).  The said award comprises a certain number of vacation leave days which, in
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4. POST RETIREMENT HEALTH CARE  LIABILITY (continued)
accordance with  the option exercised by the beneficiary employee, can be converted into a cash amount based on
his/her basic salary applicable at the time the award becomes due or, alternatively, credited to his/her vacation leave
accrual.  The provision represents an estimation of the awards to which employees in the service of the Municipality at
30 June 2009 may become entitled to in future, based on an actuarial valuation performed at that date.

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation
were carried out as at  30 June 2009 by ARCH Actuarial Consulting, a member of the Actuarial Society of South Africa.
The present value of the defined benefit obligation, and the related current service cost and past service cost, were
measured using the Projected Unit Credit Method. No other long service benefits are provided by the municipality.

The future service cost for the ensuing year is established to be R 524,162, whereas the interest-cost for the next year
is estimated to be R 277,647 (2008: R 477,556   and R 285,884 respectively).

The principal assumptions used for the purposes of the
actuarial valuations were as follows:
Discount rate %9.19 %10.96
Expected Rate of Salary Increase %6.58 %9.01
Net Effective Discount Rate %2.45 %1.78
Expected Retirement Age - Females 58 58
Expected Retirement Age - Males 63 63

The amounts recognised in the Statement of Financial
Position are as follows:
Present value of fund obligations 2,826,937 508,069

Unrecognised actuarial losses - -
Present value of unfunded obligations 3,207,105 1,615,717

Net liability 3,207,105 1,615,717

The amount recognised in the Statement of Financial
Performance are as follows:
Current service cost 477,556 -
Interest cost 285,884 -
Actuarial gain 56,013 -

819,453 -

Balance at beginning of year 1,203,828 -
Prior year unfunded 1,615,717 -
Current service cost 477,556 983,242
Interest cost 285,884 220,586
Benefits paid (431,893) -
Actuarial gain recognised 56,013 -

Balance at end of year 3,207,105 1,203,828

The history of experienced adjustments is as follows:
Defined benefit obligation 3,207,105 1,203,828
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4. POST RETIREMENT HEALTH CARE  LIABILITY (continued)

The following table reflects information on the defined benefit retirement, pension and provident funds to which
councillors and employees belong, and in respect of which there is not sufficient information available to make more
detailed disclosures.

The relevant law requires every fund to do an actuarial valuation at least every three years.

Provincially-administered
Defined Benefit Plans

Last
Actuarial
Valuation

Total Assets
R'000

Total
Liabilities
R'000

Contributing
Members

Government Employees Pension Fund March 2007 673,407,922 673,407,962 45
KwaZulu-Natal Joint Municipal
Provident Fund

March 2008 604,849 608,096 144

Natal Joint Municipal Pension Fund
(Superannuation)

March 2008 4,451,200 4,339,400 18

Natal Joint Municipal Pension
Fund(Retirement)

March 2008 1,571,700 1,742,300 23

Zululand Joint Provident Fund
(uThungulu District Municipality
Provident Fund)

February 2006 3,747,338 3,747,338 229

5. Provisions

Reconciliation of provisions - 2009

Opening
Balance

Contributions to
provision

Expenditure
incurred

Total

Post retirement medical aid benefit - 6,725,538 - 6,725,538
Reclamation of refuse landfill site 49,419,558 8,384,673 - 57,804,231
Long-service 508,069 2,318,861 - 2,826,938
Performance bonus 715,364 597,006 444,415 710,363
Current portion of long-service provision 695,759 16,161 331,752 380,168
Current portion Post retirement medical aid benefit - 80,413 - 80,413

Total 51,338,750 18,122,652 776,167 68,527,651

Reconciliation of provisions - 2008

Opening
Balance

Contributions
to provision

Expenditure
incurred

Total

Reclamation of refuse landfill site 17,069,498 32,350,060 - 49,419,558
Long-service 287,483 220,586 - 508,069
Performance bonus 562,773 597,006 (444,415) 715,364
Current portion of long-service provision 702,436 (6,677) - 695,759

Total 18,622,190 33,160,975 (444,415) 51,338,750

2009 2008

Non-current provisions 67,356,706 49,927,627
Provision for long-service 2,826,937 508,069
Post retirement Health Care 6,725,538 -
Reclaimation of refuse landfill site 57,804,231 49,419,558
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5. Provisions (continued)
Current provisions 1,170,944 1,411,123
Current portion of long service leave provision 380,168 695,759
Current portion of  retirement health Care 80,413 -
Performance bonus 710,363 715,364

Total Provisions 68,527,650 51,338,750

The long-service award is payable after every 5 years of continuous service. The provision is an estimate of the long-
service based on historical staff turnover.

Performance bonuses are paid after the financial year end in arrear as the assessment of eligible employees had not
taken place at the reporting date.

In terms of the licencing of the landfill refuse sites, council will incur rehabilitation costs of R 57 million to restore the
old Empangeni and Cell 1 refuse sites at the end of their useful life, estimated to be in 2011. Provision has been made
at best estimate determined by the consulting engineers at a cost for the current solid waste site (Cell 1) and the Old
Empangeni Site.

6. Consumer deposits

Electricity and Water 5,764,455 4,421,571

In terms of councils by-laws no interest is raised or paid.

7. Trade Creditors

Trade payables 31,970,276 41,599,149
Amounts received in advance - 2,411,035
Accrued leave pay 2,782,111 2,435,786
Accrued audit fees - 22,547
Other accrued expenses 22,714 29,501
Other payables 8,168,720 7,754,868

Total Creditors 42,943,821 54,252,886

8. Unspent conditional grants and receipts

10.1 Conditional Grants from other spheres of government
Department of Public Works 829,342 2,969,461
Department of Provincial and Local Government 429,829 1,198,875
Department of Sports & Recreation - Kwa-Zulu Natal 30,766 7,376,865
Department of Traditional & Local Government Affairs 55,682,436 20,937,657
Department of Water Affairs & Forestry 16,945,119 20,214,459
Department of Transport - Kwa-Zulu Natal 313,770 313,770
National Government - Municipal Infrastructure Grants 44,950,778 38,592,272
National Government - Other Grants 29,006 2,008,526
uMhlathuze Municipality 21,065,412 7,500,000
Department Economic Affairs & Tourism 300,000 -
Department of Provincial Treasury 514,877 -

Conditional Grants from other spheres of Government 141,091,335 101,111,885
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8. Unspent conditional grants and receipts (continued)

10.2 Other Conditional Receipts
United Nations Development Programme - 81,409
Other 266,174 -

Other Conditional Receipts 266,174 81,409

Total Conditional Grants and Receipts 141,357,509 101,172,274

See Note 20 for reconciliation of grants from other spheres of government.

9. VAT

VAT receivable 25,970,120 17,921,635
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10. Property, plant and equipment

2009 2008

Cost /
Valuation

Accumulated
depreciation

Carrying
value

Cost /
Valuation

Accumulated
depreciation

Carrying
value

Leasehold property 9,550,000 - 9,550,000 9,550,000 - 9,550,000
Infrastructure - In construction 154,918,820 - 154,918,820 249,825,264 - 249,825,264
Infrastructure 297,763,320 (76,109,264) 221,654,056 128,816,989 (56,651,846) 72,165,143
Community 14,461,154 - 14,461,154 9,002,715 - 9,002,715
Other property, plant and equipment 61,473,539 (12,334,811) 49,138,728 41,521,337 (10,051,381) 31,469,956

Total 538,166,833 (88,444,075)449,722,758 438,716,305 (66,703,227)372,013,078

Reconciliation of property, plant and equipment - 2009

Opening
Balance

Additions Disposals Transfers Depreciation Total

Leasehold property 9,550,000 - - - - 9,550,000
Infrastructure - In construction 249,825,264 95,611,865 - (190,518,309) - 154,918,820
Infrastructure 72,165,143 (32,350,060) - 201,296,391 (19,457,418) 221,654,056
Community 9,002,715 20,336,302 - (14,877,863) - 14,461,154
Other property, plant and equipment 31,469,957 5,928,177 (785,945) 14,809,970 (2,283,431) 49,138,728

372,013,079 89,526,284 (785,945) 10,710,189 (21,740,849)449,722,758
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10. Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2008

Opening
Balance

Additions Disposals Capital under
construction

Transfers Depreciation Total

Leasehold property 9,550,000 - - - - - 9,550,000
Infrastructure - In construction 190,023,725 - - 59,810,623 (9,084) - 249,825,264
Infrastructure 46,714,934 32,350,060 - - - (6,899,851) 72,165,143
Community 2,581,895 6,420,820 - - - - 9,002,715
Other property, plant and equipment 33,000,475 2,591,584 (55,581) - - (4,066,521) 31,469,957

281,871,029 41,362,464 (55,581) 59,810,623 (9,084) (10,966,372)372,013,079

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the municipality.
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11. Investments

11.1Held to maturity
Promissory Notes
An investment in Promissory Notes was made by council, which were
prohibited in terms of section 10 (G) 9(a) of the Local Government
Transitional Act, of 1993.

- 8,424,476

INCA Zero Coupon

The INCA Zero Coupon of R 7,963,350 was purchased by council in
2002/03 to be utilized as a guarantee on the R 21 million INCA loan.
Interest of R 1 580 504 (2006/07 - R 1 760 481) at  11.35% was earned
on the investment. The coupon matures on the 30th of June 2011.

16,838,383 15,077,902

Subtotal 16,838,383 23,502,378
Held to maturity (impairments) - (8,424,476)

16,838,383 15,077,902

11.2Investments in Municipal Entities 
Uthungulu Partnersip investment 29,721,035 29,721,035

Uthungulu house trust investment 6,704,651 5,708,942

36,425,686 35,429,977

Impairment provision
The total investment of R 8,424,476 for Promissory Notes, is considered irrecoverable, as per council resolution No
UDMC 1081. On the 23 January 2009, per UDMC 859 approval the investment was written off against the provision. 

Non-current assets
Held to maturity 16,838,383 15,077,902
Investments in Municipal Entities 36,425,686 35,429,977

53,264,069 50,507,879

12. Long-term receivables

 - Loans to local municipalities - 153,640
 - Staff home loans 859,523 1,355,929
 - Staff vehicle loans 40,827 117,630
 - Staff study loans 86,345 173,253

986,695 1,800,452
Less: Current portion transferred to current receivables (75,975) (261,004)

Total long term receivable 910,720 1,539,448

Current portion long - term receivables
 - Loans to local municipalities - 138,565
 - Staff home loans 35,545 43,920
 - Staff vehicle loans 40,430 78,519
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12. Long-term receivables (continued)
Total current portion of long-term receivables 75,975 261,004

Loans to Municipalities

The loan to Umlalazi Municipality  was provided on the 31st of December 1999, and interest at 15.75% is charged bi-
annually with the final repayment due on the 30th of June 2009.

Car loans

Senior staff were entitled to car loans prior to 1 July 2004, which currently attracts interest at 8.5% per annum and
which are repayable over a maximum period of 6 years. These loans are repayable by 2010.

Staff home loans

Housing loans were granted to qualifing staff prior to 1st July 2004. These loans attract interest per the fringe benefit
interest rate as determined by the South African Revenue Services annually. These loans will be repayable in
accordance with home loan agreements and range from 5 to 10 years.

13. Inventories

Consumables and maintenance materials 2,978,385 2,902,770
Water 186,581 183,428

3,164,966 3,086,198
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14. Consumer debtors

Gross
Balances

Provision
for Bad
Debts

Net Balance

As at 30 June 2009
Service debtors 23,394,436 (13,950,552) 9,443,884

Water 14,983,828 (9,967,601) 4,166,828
Electricity 526,562 (98,157) 428,406
Sanitation 6,972,356 (3,884,794) 3,087,563
Solid waste 911,690 - 911,691

- - -

23,394,436 (13,950,552) 9,443,884

Gross
Balances

Provision
for Bad
Debts

Net Balance

As at 30 June 2008
Service debtors 18,698,815 (7,365,931) 11,332,884

Water 13,306,230 (5,229,811) 8,076,420
Electricity 224,966 (73,659) 151,307
Sanitation 4,177,041 (2,062,461) 2,144,579
Solid waste 990,578 - 990,577

Regional Service Levies 904,265 - 904,265

19,603,080 (7,365,931) 12,237,149

(Electricity, Water and Sanitation): Ageing
Current (0 – 30 days) 5,479,438 3,022,042
31 - 60 Days 2,107,352 2,048,158
61 - 90 Days 1,220,714 1,552,649
91 - 120 Days 73,816 1,223,783
121 - 365 Days 14,513,120 10,852,183

23,394,440 18,698,815

Regional Services Levies: Ageing
+ 365 Days - 904,265
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14. Consumer debtors (continued)

Summary of Debtors by Customer
Classification

Consumers Industrial /
Commercial

National &
Provincial

Governemnt

As at June 30, 2009
Current (0 – 30 days) 2,760,028 1,063,545 806,466
31 - 60 Days 1,279,708 303,925 523,718
61 - 90 Days 767,136 138,961 314,617
91 - 120 Days 1,008,851 200,170 336,901
121 - 365 Days 11,735,823 1,005,440 1,149,151

Sub-total 17,551,546 2,712,041 3,130,853
Less: Provision for bad debts (12,695,191) (1,255,361) -

4,856,355 1,456,680 3,130,853

Summary of Debtors by Customer
Classification

Consumers Industrial /
Commercial

National &
Provincial

Government

As at June 30, 2008
Current (0 – 30 days) 2,793,326 579,039 684,655
31 - 60 Days 1,263,704 291,484 492,970
61 - 90 Days 985,751 249,614 317,285
91 - 120 Days 789,119 193,949 245,957
121 - 365 Days 6,060,737 1,248,465 2,502,760

Sub-total 11,892,637 2,562,551 4,243,627
Less: Provision for bad debts (5,923,517) (1,442,414) -

5,969,120 1,120,137 4,243,627

15. Other Debtors

Other debtors 4,296,643 6,399,335
Deposits 2,143,605 1,949,783

Total other debtors 6,440,248 8,349,118

16. Call investment deposits

Call Deposits 220,000,000 190,000,000

17. Bank balances and cash

The Municipality has the following bank accounts: - 

Current Account (Old-Primary Bank Account)

ABSA Bank - Richards Bay

Account Number: 215 000 0079 
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17. Bank balances and cash (continued)

Current Account - Primary account

NedBank - Richards Bay

Account Number:145 408 8885

Other Accounts

ABSA Bank  Account: 405 987 3153

NedBank Account  : 145 408 8893

NedBank Account  : 145 408 9016

Cash and cash equivalents consist of:

Cash on hand 3,200 3,200
Bank balances 66,623,737 50,682,160

66,626,937 50,685,360

Cash and cash equivalents included in the cash flow statement comprise the following statement of amounts indicating
financial position :

Cash book balance at beginning of year 50,682,160 30,378,404

Cash book balance at end of year 66,623,737 50,682,160

Bank statement balance at beginning of year 66,795,215 62,420,511

Bank statement balance at end of year 80,117,349 66,795,215

18. Revenue

Regional service levies 662,002 1,230,970
Service charges 33,399,637 30,277,691

34,061,639 31,508,661

19. Service charges

Sales of electricity 2,828,311 2,035,292
Sales of water 22,364,886 19,149,949
Refuse removal 4,707,153 5,569,917
Sewerage and sanitation charges 3,020,874 2,930,678
Cemetery revenue 478,413 591,855

33,399,637 30,277,691

20. Government grants and subsidies

Equitable share 73,788,014 57,101,476
Levy replacement grant 107,313,857 95,972,000
Municipal Infrastructure Grant and other Capital Grants 83,543,495 67,808,538
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Department of Public Works 2,140,120 4,804
Department of Sport & Recreation 3,375,340 5,031,800
Department of Provincial Local Government 3,446,651 212,980
Department of Traditional and Local Government Affairs 24,025,980 6,149,220
Department of Water Affairs and Forestry 22,281,039 11,108,794
National Government- Other 1,971,503 867,099

321,885,999 244,256,711

20.1. Equitable Share

In terms of the Constitution, this grant which is unconditional is used to subsidise the provision of basic services to the
communities. These subsides includes 6 kilo litre free basic water to the entire district with the exception of KZ 282,
and 50 kilowatts for electricity, which is provided only in the town of Nkandla.

20.2 Levy replacement grant 

Regional Council levies has been discontinued as from 30 June 2006 and the National Fiscus has allocated a levy
replacement grant to the District muncipalities. The levy repalcement grant is an interim measure to ensure the
financial sustainablitiy of the District Municpalities while National Government is currently defining overall fiscal streams
to local government. 

20.3. Municipal Infrastructure Grant

Balance unspent at beginning of year 38,592,272 25,081,184
Current year receipts 89,902,000 81,319,626
Conditions met - transferred to revenue (83,543,495) (67,808,538)

Conditions still to be met - transferred to liabilities 44,950,777 38,592,272

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal settlement
areas.  No funds have been withheld. 

20.4. Department of Public Works Grants

Balance unspent at beginning of year 2,969,461 2,974,265
Conditions met - transferred to revenue (2,140,120) (4,804)

Conditions still to be met - transferred to liabilities 829,341 2,969,461

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal settlement
areas.  No funds have been withheld.

This grant is used to construct water and sewerage infrastructure as part of the upgrading of informal settlement
areas.
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20.5. Department of Sport & Recreation

Balance upspent at beginning of year 7,376,865 418,233
Prior year allocation error(refer note 22.7) (4,970,759) -
Current year receipts 1,000,000 11,990,432
Conditions met - transferred to revenue (3,375,340) (5,031,800)

Conditions still to be met - transferred to liabilities 30,766 7,376,865

Provincial Department of Sport & Recreation Projects grants are used to construct Sports & Swimming Pools in
Nkandla.This grant also includes funding for the 2010 sports stadium that will be constructed by the municipality. The
grant is spent in accordance with a business plan approved by the Department of Sports & Recreation.  No funds have
been withheld.
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20.6 Department of Provincial and Local Government
Balance unspent at the beginning of year 1,198,875 1,411,855
Current year receipts 2,677,605 -
Conditions met - transferred to revenue (3,446,651) (212,980)

Conditions to be met - transferred to liabilities 429,829 1,198,875

The Department of Provincial and Local Government grants are used to build capacity  within the District in order to
perform functions as per legislature.

20.7 Department of Traditional and Local Government Affairs
Balance upspent at the beginning of year 20,937,657 22,040,177
Prior year allocation error( refer note 22.5) 4,970,759 -
Current year receipts 53,800,000 5,046,700
Conditions met - transferred to revenue (24,025,980) (6,149,220)

Conditions to be met - transferred to liabilities 55,682,436 20,937,657

The Department of Traditional and Local Government grants are used to build capacity  within the District in order
to perform functions as per legislature , which included for disaster programmes,fire fighting equipment, water service
delivery planning, shares services unit and infrastructure. 

20.8 Department of Water and Forestry
Balance unspent at the beginning of the year 20,214,459 5,795,653
Current year receipts 19,011,700 25,527,600
Conditions met - transferred to revenue (22,281,039) (11,108,794)

Conditions to be met - transferred to liabilities 16,945,120 20,214,459

The Department of  Water Affairs and Forestry are used for  water infrastructure , sanitation projects, drought relief
and disaster relief programmes. 

20.9 Department of Transport (Kwa-Zulu Natal) 
Balance unspent at the beginning of the year 313,770 313,770

The Department of  Transport Grant is used for assisting with the transport plan for the District 

20.10 National Treasury
Balance unspent at the beginning of the year 2,008,526 1,187,837
Current year receipts (1,442,605) 1,500,000
Conditions met - transferred to revenue (536,915) (679,311)

Conditions to be met - transferred to liablities 29,006 2,008,526

The National Treasury - Other Grants are used to promote and support reforms to municipal financial management,
implementation of the Municipal Finance Management Act .
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20.11 uMhlathuze Municipality - Other grants 

Balance unspent at the beginning of the year 7,500,000 -
Current year receipts 15,000,000 7,500,000
Conditions met - transferred to revenue (1,434,588) -

Conditions met - transferred to liablities 21,065,412 7,500,000

The uMhlathuze Municipality  Grants  are used for to build the 2010 sports stadium in the District.

20.12  Changes in levels of government grants

Based on the allocations set out in the Division of Revenue Act, (Act 2 of 2007), no significant changes in the level of
government grant funding are expected over the forthcoming 3 financial years.

20.13 Provincial Treasury
Current year receipts 514,877 -

20.14 Department Economic Affairs & Tourism
Current year receipts 300,000 -

21. Other income

Shared services revenue 2,411,150 250,000
Public contribution 81,409 683,758
Other Income 8,801,800 1,661,978

11,294,359 2,595,736

38



uThungulu District Municipality
Annual Financial Statements for the year ended 30 June 2009

Notes to the annual financial statements
2009 2008

R R

22. Interest revenue

Interest earned - external investments 36,182,387 30,311,249
Interest earned - outstanding debtors 176,501 311,162

36,358,888 30,622,411

23. Operating profit

Loss on sale of property, plant and equipment (5,894) (55,581)
Depreciation on property, plant and equipment 22,464,697 10,966,372
Employee costs 61,158,547 49,998,934

24. Employee related costs

Employee related costs - Salaries and Wages 41,637,728 35,962,243
Employee related costs - Contributions for UIF, pensions and medical aids 7,711,332 6,312,336
Travel, motor car, and other allowances 5,193,396 4,190,707
Housing benefits and allowances 3,299,600 1,236,635
Overtime and relief payments 3,316,491 2,297,013

61,158,547 49,998,934

There were no advances to employees.  Loans to employees are set out in note12. 

Remuneration of the Municipal Manager 

Annual Remuneration 738,702 677,897
Performance Bonus 121,902 101,187
Car Allowance 277,778 259,103
Contributions to UIF 1,539 1,411

1,139,921 1,039,598

Remuneration of the Deputy Municipal Manager 

Annual Remuneration 668,067 646,947
Performance Bonus 113,093 109,751
Car Allowance 305,880 297,065
Contributions to UIF 1,539 1,511

1,088,579 1,055,274
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. Remuneration of senior management (continued)

Remuneration of Individual Executive Directors

Technical Services 

Annual Remuneration 671,426 596,929
Performance Bonus 107,141 33,403
Car allowance 172,493 149,229
Contributions to UIF 1,539 1,678

952,599 781,239

Corporate Services 

Annual Remuneration 679,747 753,814
Performance Bonus 107,141 100,755
Car allowance 193,660 179,771
Contributions to UIF 1,539 1,511

982,087 1,035,851
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. Remuneration of senior management (continued)

Chief Financial Officer 

Annual Remuneration 769,615 743,804
Performance Bonus 109,712 107,990
Car Allowance 86,287 91,521
Contributions to UIF 1,539 1,511

967,153 944,826

25. Remuneration of councillors

Total Councillors’ Remuneration 

Mayor 314,647 428,711
Deputy Mayor 406,949 371,084
Speaker 404,696 366,643
Executive councillors 1,917,689 1,665,911
Councillors 1,581,395 1,540,521
Councillors’ pension contribution 396,096 367,240

5,021,472 4,740,110

In-kind Benefits:

The Mayor, Deputy Mayor, Speaker and Excutive Committee Members are full-time.  Each is provided with an office
and secretarial support at the cost of the Council which is included with other expenditure in the Statement of Financial
Performance. To note the Mayor's remuneration in 2008/09 is paid based on the difference of full time Mayor  and that
of a  part time councillor of Umlalazi Municipality. The municipality is leasing a vehicle at  cost to Council for the Mayor
which is included with other expenditure in the Statement of Financial Perfomance. 

26. Finance Cost

Interest paid - long term liabilities 8,118,322 7,856,385

27. Bulk Purchases

Electricity 10,397,740 7,488,700
Water 6,140,253 4,406,056

16,537,993 11,894,756
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28. Grants and Subsidies

KZ 282 Umhlathuze Municipality 1,319,418 966,250
KZ 284 Umlalazi Municipality 512,506 548,265

1,831,924 1,514,515

During the 2007/2008 and 2008/2009 financial year, the grants payable were for environmental health services for the
function that was performed by the local municipalites.

29. General expenses 

Included in general expenses are the following cost items :- 

Fuel and oil 2,148,817 1,795,559
IDP operational externally funded projects 47,265,475 33,812,028
IDP operational internal funded projects 56,702,911 50,790,377
Publicity 1,293,847 1,025,773
Rent - Plant and vehicles 2,905,427 2,645,009
Telephone 1,365,586 1,074,006
External audit fees 1,338,864 1,297,033
Insurance 2,009,157 1,742,156
Subsistence & Travelling 1,047,789 940,360
Advertisements 681,178 803,010
Grants and Donations - 483,359
Chemicals 1,494,240 903,510
Landfill site reclaimation 8,384,673 -
Other general expenses 6,602,507 6,683,640

133,240,471 103,995,820

30. Cash generated from operations

Surplus for the year 75,799,871 49,215,460
Adjustments for:
(Profit) loss on sale of assets 5,894 55,581
Interest received (36,358,888) (26,873,730)
Interest paid 8,118,322 7,856,385
Movements in provisions (23,965,387) 32,716,560
Contribution to bad debt provision 6,584,621 3,066,528
Depreciation and amortisation - 10,966,372
Changes in working capital:
(Increase) in Inventories - (1,201,448)
(Increase) / Decrease in other debtors - (3,370,494)
(Increase) in debtors - (1,827,660)
(Decrease) / Increase in creditors - 17,776,719
Increase in conditional and other grants - 41,242,800
(Increase) in Vat - (8,429,004)

30,184,433 121,194,069
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31. Cash and cash equivalents

Cash and cash equivalents included in the cashflow statement comprise
the following statement of amounts indicating financial position:
Call investment deposits - Current portion 220,000,000 190,000,000
Bank balances 66,623,737 50,682,160
Cash on hand 3,200 3,200

286,626,937 240,685,360

32. Unauthorised, irregular, fruitless and wasteful expenditure disallowed

Unauthorised expenditure

To the best of knowledge no unauthorised expenditure was incurred during the year under review.

Fruitless and wasteful expenditure

To the best of knowledge instances of note indicating that fruitless and wasteful expenditure was incurred during the
year under review were not revealed.

Irregular expenditure

To the best of knowledge instances of note indicating that irregular expenses was incurred during the year under
review were not revealed.

33. Additional disclosure in terms of Municipal Finance Management Act

33.1 Contributions to organized local government 
Council subscriptions 386,580 257,872
Amount paid - current year (386,580) (257,872)

Balance unpaid (included in trade creditors) - -

33.2 Audit fees
Opening balance 22,547 -
Current year audit fee 1,316,317 1,300,000
Amount paid - 2007/08 (1,333,122) (171,318)
Amount paid - previous years (5,742) (1,106,135)

Balance unpaid (included in creditors) - 22,547

33.3 VAT

VAT inputs receivables and VAT outputs receivables are shown in note 9.  
All VAT returns have been submitted by the due date throughout the year.
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33.4 PAYE and UIF
Current year payroll deductions 8,971,006 7,285,113
Amount paid - current year (8,971,006) (7,285,113)

Balance unpaid (included in creditors) - -

33.5 Pension and Medical Aid Deductions
Current year payroll deductions and Council Contributions 7,132,337 5,877,261
Amount paid - current year (7,132,337) (5,877,261)

Balance unpaid (included in creditors) - -

34. Commitments

Commitments in respect of capital expenditure:

- Approved and contracted for
Infrastructure 124,204,701 88,878,690
Other property, plant and equipment 29,862,809 33,197,794

154,067,510 122,076,484

- Approved but not yet contracted for 4,367,494 -

This expenditure will be financed from:
- Government Grants 136,205,567 79,707,234
- Own resources 17,861,943 42,369,250

154,067,510 122,076,484

The outstanding committments relate to capital projects and other assets that have been committed by order,by the
Bid Adjudication Committee and Executive committee prior to 30th June 2009. The majority of the capital projects
include  water infrastructure. 

35. Contingencies

Future legal fees
1. Contractor - outstanding invoice claimed (Matter pending) - 80,000
2. Contractor (Matter pending) - 10,000
3. Ex - employee and councilors  - legal action 200,000 200,000
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35. Contingencies (continued)
4. Contractor (Matter pending) - 200,000
5. Contractor (Matter pending) 100,000 599,506

6.  Contractor (Matter Pending) 30,000 -

330,000 1,089,506

1. The municipality is being sued by a contractor for work that the contractor alleges
     to have completed.
2. The municipality is suing the contractor for poor performance on a project. .
3. The municipality has legal action against an ex-employee that made an illegal 
     investment and against councilors on council matters. 
4. The municipality is suing the contractor for incompletion of work on a project.
5. Dispute with the contractor, as the consultant increased the scope of work without prior approval from the
municipality.
6. The municipality has legal action against a contractor

36. Related parties
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36. Related parties (continued)

Related party transactions

Sub-Lease Payments
Uthungulu Financing Partnership 3,808,453 3,368,625

uThungulu Financing Partnership is a partnership between uThungulu District Municipality, NIB9810 Trust and Nedcor.
uThungulu District Municipality as at 30 April 2008 holds 99% and Nedcor and NIB9810 holds the balance of 1%. The
uThungulu Financing Partnership was formed to facilitate the purchase of uThungulu House in order to provide offices
for uThungulu District Municipality.  In order to finance the purchase of uThungulu House, the partnership entered into
a loan agreement with Nedcor. In terms of the sub-lease agreement, uThungulu District Municipality is obliged to
make bi-annual sub lease payments to the partnership to reimburse uThungulu Financing Partnership for the loan
repayments made to Nedcor. The loan is payable over 20 year period (starting in 1998 - 2017).

37. Events after reporting date

At the date of submission of the annual financial statements there are no known events.

38. Comparison with budget

The comparison of the Municipality’s actual financial performance with that budgeted is set out in Annexures E(1) 
and E(2).

39. Correction of errors

During the 1998 financial year uThungulu Regional Council entered into an agreement with NedBank with respect to
the acquisition and financing of the municipality's present administrative offices. As a consequence of this transaction
to municipal entities were created, the investment in which, has not been accounted for by uThungulu District
Municipality

Investment as restate
Investments as previously reported - 15,077,902
Investment in Partnership - 29,721,035
Investment in Financing Trust - 5,708,942

- 50,507,879

Long-term liabilities as restated
Long-term liabilties as previously reported - 43,141,133
Correction of error - 1,186,574

- 44,327,707

The effect of the abovementioned correction of errors on the accumulated surplus and surplus for the year are as
follows:

Accumulated surplus as restated
Accumulated surplus as previously reported - 229,245,443
Captial investment in deposit agreement - 15,553,983
Investment revenue generaged through the deposit agreement - 14,152,114
Investment in Trust previously not acconted for - 5,295,617
Correction of error in long-term liability - 1,186,574

- 265,433,731
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39. Correction of errors (continued)

Surplus for the year as previously reported - 49,215,460
Capital investment in deposit agreement previously misallocated - (3,733,743)
Interest earned on deposit agreement - 3,748,681
Interest earned on deposit agreement - 413,325

- 49,643,723

INVESTMENT IN MUNICIPAL ENTITIES

The uThungulu Financing Partnership

At acquisition on 30 April 2008
99% Partnership interest, previously 0.5% - -
Net Assets acquired on 30 April 2008 - -
Investment in finance lease - 20,144,962
Cash and cash equivalents - 811,972
Finance lease liability - (5,270,081)
VAT - (258,212)

- 15,428,641
Outside partners interests - (154,286)

Fair value of net assets acquired - 30,702,996

Total purchase consideration paid - 29,721,035
Fair value of net assets acquired - (15,274,335)

Goodwill - 14,446,700
Impairment of Goodwill - (14,446,680)

- 14,446,720

At 30 June 2008
Investment in finance lease - 20,954,559
Cash and cash equivalents - 562,882
Finance lease liability - (5,682,986)
VAT - (9,061)

- 15,825,394

Comprising:
Partnership contributions - 39,835,358
Accumulated loss - (24,010,024)

- 15,825,334
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