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ACCOUNTING OFFICER'S RESPONSIBILITIES AND APPROVAL OF
FINANCIAL STATEMENTS

The Accounting Officer is required by the Municipal Finance Managerment Act (MFMA) (Act 56 of 2003}, to maintain adegquate
accounting records and is responsible for the content and integrity of the financial statemenis and related financial information
included in this report. It is the responsibility of the Accouniing Officer to ensure that the financial statements fairly present ihe
state of affairs of the Municipality as at the end of the financial year and the resulis of its operations and cash flows for the
period then ended. The extsrnal auditors are engaged to express an independent opinion on the annua! financial statements
and were given unreshicied access to all financial records and related data.

The financial statements have been preparad in accordance with Siandards of Cenerzally Recognised Accounting Practice
(GRAP) including any interpratations, guidalines and directives issued by the Accounting Standards Board (ASB).

The financial statements are based upon appropriaie accounting policies consisiently applied and supported by reasonable and
prudent judgements and estimates.

The Accouniing Officer acknowledges that she is ultimately responsible for the system of internal financial coniral established
by the Municipality and place considerable importance on maintaining a strong control environment. To enable the Accounting
Officer to meet these responsibilities, the Council sets standards for internal control aimed at reducing the risk of error or deficit
i & cost effective manner. The standards include the proper delegation of responsibilities within & clearly defined framework,
effeciive accounting procedures and adeguate segregation of duties to ensurs an acceptable level of risk. These controls are
monitorad throughout the Municipality and ail employees are required {0 mainiain the highest ethical siandards in ensuring the
Municipality's business is conducted in"a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the Municipality is on identifying, assessing, ranaging and monitoring all known forms of rigk across the
Municipality. While operating risk cannot be fully eliminated, the Municipality endeavours o minimise it by ensuring that
appropriate infrastruciure, controls, sysiems and athical behaviour are applied and managed within predstermined procadures

and congtraints.

The Accounting Officer is of the opinion, based on the informaiion and explanations given by management, that he systom of
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial
statemenis. However, any systermn of internal financial control can provide only reasonable, and net absoluia, agsurance against

material misstatemani or deficit.

The Aceounting Officer has reviewed the Municipality's cash flow foracast for the yesr in June 30, 2014 and, in the light of this
review and the curment financial position, she ia satigfad that the Municipality has o has acoess o adequats 1esoUTCes 0
continua in operational sxistence for the forasaesahls fuluis.

The exiernal audiors ars responsible for indspandently auditing and raporting on he Municipality's annusi financial sigtemeants,
The annual financisl staismants have baen exgwiined by tha Municipallty's exterral auditore and ihair report is presentad on
pags 5.
“The annual financial sigisments sal oul on pages Bin 51, which have basn praparsd on the going eoncenm Dagis, wers
approved by the Councll on Seplember 27, 2013 and wers signad on ils batialf by,

).,

Soeplember 27, 2015
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STATEMENT OF FiNANCIAL POSITION AS AT JUNE 30, 2013

30 June
2013 Restated 2012
Nota(s} R R
ASSETS
Gurrent asseis
Receivables from non-sxchange transactions 3 15,078,545 6,305,556
VAT receivable 4 3,066,325 807,445
Receivables from exchangs trangactions 5 10,835,060 449,857
Cash and cash equivalents 5] 24, 368,452 10,695,167
53,348,382 18,348,128
Non-gurrent asssis
Investmeant property 7 5,430,000 5,430,000
Property, piant and aguipment 8 164,224,861 168,073,217
Intangible assets 9 1,177,568 -
470,832,429 173,803,217
Total assets 294,180,811 191,861,342
LIABILITIES
Currant fiabillies
Finance lease obligation 10 113,948 149,737
Payablag from exchange transactions 11 12,703,436 6,253,120
Unspent condiional granis and raceipis 12 22,262,129 7,881,422
Bank overdraft 8 - 2,017,982
38,079,512 16,302,261
Mon-current labilitiss
Financa leasa obligation 10 71,345 185,293
Nom - Curreni provisions 13 1,668,322 1,519,238
1,739,667 1,504,531

Total Habilities 36,819,180 17,806,792

iR 174044550

Hat asests

NET ASSETS
Accumulated surpius

ol I :l

187,381,683

174,044,580

.
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STATEMENT OF FINANCIAL PERFORMANGE

30 June
2013 Rastated 2012
Note{s) R R

Revenus
Revenue from exchange transactions
Servics charges 14 451,021 417,386
Rental of faciliies and souipmsit 15 72,287 105,844
linterest received 2,058,198 13,344
lncome from agency servicas 230,501 251,765
Licences and permiis 1,543,645 377,488
Other revenue 16 463,566 1,184,711
Interesi received - investment 961,438 254,908
Tatal revenue from exchange transactions 5,680,954 2,808,277
Ravenua from nen-axchange transactions
Property rates 17 23,660,076 23,673,677
Government granis and subsidies 18 71,873,430 68,251,672
Public confributiong and donations 530 -
Fines 66,646 197,660
Total revenue from non-exchangs transactions 95,400,682 92,923,008
Total revenusg 102,090,636 94,728,286
Expenditurs
Employes related cosis 19 38492,111 25,758,884
Remunaration of councillors 20 6,233,711 6,433,427
Deprociation and amortisation 21 15,850,088 14,257,930
Financs cosis 32 24,824 36,738
Debt impairmani ¥ 3,845,760 7,883,790
Rapaire and malkitsnancs 3,685,276 3,970,482
Granis and subsidies pakd 22 2,280,009 762 143
Gaenaral expanses 23 20,580,778 30,336,480
Total expendirs 98,217,568 95,258,588
Operating surplus {dafi - 5,873,081 {530,302)
Gain on disposal of asssts and liabilities 197,157 2,135,100

" 8070208 1,604,798 ’

Surplus for the ysayr

e p S S S R S S
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Annual Financial Statements for the year ended June 30, 2013

STATEMENT OF CHANGES IN NET ASSETS

Housing Accumulaiad Total net
development surplus assets
Fund
R R R

Opening balance as praviously reported 2,118,280 186,517,471 188,635,761
Adjusitents
Prior year adjustments 60,101 (16,265,110} (16,196,009)
Balance at July 1, 2011 as restated 2,187,391 170,252,361 172,439,762
Changes in net assels
Surplus for the year - 1,604,798 1,604,798
Tiansfer of Housing Fund (2,187,391) 2,187,381 -
Total changes {2,187,391) 3,792,189 1,604,798
Opening balance as previously reported . 184892665 184,802,665
Adjustmentis
Corraciion of errors - (6,791,267)  (5,791,267)
Prior year adjusiments 36 - (5,057,348)  (5,057,348)
Balance at July 1, 2012 as restated . 174,044,050 174,044,050
Changes in net assais
Prior adjustrnenis - 7,247,343 7,247,343
Nat income (losses) racognised directly in net asseis - 7,247,343 7,247,343
Surplus for the year - 6,070,238 6,070,238
Total recognised income and expenses for the year - 13,317,581 13,317,581
Total changes - 13,317,581 13,317,581

. 187,361,631 187,381,531

Balance at June 30, 2013

Mote(s)







NGQUSHWA LOCAL MUNICIPALITY

(Registration number EC126)
Annual Financial Statements for the year ended June 30, 2013

CASH FLOW STATEMENT

30 June

2013 Restated 2012
Note{s) R

CASH ELOWS FROR OPERATING ACTIVITIES
Recelpts
Rates and other income 26,627,271 25,908,756
Grants 71,873,430 68,251,672
Interest income 061,438 254,909

99,262,130 94,415,337
Paymenis
Employes costs (35,115,805) (31,879, 187)
Finance costs {21,824) (36,738)
Suppliers (35,168,954) (39,334,448)

(70,306,773} (71,250,343)
Net cash flows from operating activities 24 28,955,366 23,164,994
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of properiy, plant and aouipment 8 (12,120,660) (14,384,454)
Proceads from sale of property, plant and eguipment 197,157 2,135,100
Purchase of other intangibls assets EJ (1,120,860 -
Met cash flows from lvesing aciivities 13,414,363y {1 2,269,354)
CASH FLOWS FROM FINANCING ACTIVITIES
Financs lease payrsnis o {149,736} (7, 444)
et Increassi{desiense) In cash and cash squivalenis 18,591,267 18,894,198
Pash and sash souivalenis at the baginning of the year 8,677,185 (2,229,071)
Caeh and cash eqguivalents ai the end of the yeay 3 24,388,452 _Bi@??,‘d 85

-B-
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STATEMENT OF COMPARISON OF |

3 UUDGET AND ACTUAL AMOUNTS

Budgst on Cash Basis

Approved Adjusted  Final Budget Actual Diffgrence Reference
budget Budget amounts on  betwaen final
comparable budgst and
basis actual
R R R R R

Statement of Financial Performancse
REVENUE
REVENUE FROM EXCHANGE
TRANSACTIONS
Servics charges 356,000 356,000 356,000 451,021 95,021
Rental of facilities and sauipmant 28,743 28,143 28,143 72,287 44,144
Interest received (trading) - - - 2,058,196 2,968,196
Ingome from agency services 202,050 292,050 282,080 230,501 {61,549)
Licences and parmiis 3,600,000 3,600,000 3,600,000 1543845  (2,086,185)
Other revenue - - - 453,665 483,668
Interest received - invesiment 360,000 360,000 360,000 961,438 801,438
Total revenue from exchange 4,636,193 4,636,193 4,636,193 5,650,954 2,044,761
transactions
REVEMUE FRO NON-
EXCHANGE TRANSACTIONS
TAXATION REVENUE
Property rates 4,550,000 4,550,000 4580,000 3860078 19,119,076
Government granis & subsidies 24 433,000 24,433,000 34423000 71673430 47,240,430
TRANSFER REVENUE
Public contributions and - - - 330 530
donations
Fines 280,000 280,000 250,000 (6,648 {213,354)
Total revenus froimn RoN- 20,263,000 28,283,000 29,263,000 05,400,682 68,146,682
azehange transactions
Total revenus 32,899,193 33,899,193 33,899,183 402,000,638 38,191,443
Pargonngl (32,277,401) (32,277,401} (32,277,401 (28,402,111) 3,785,290
Remunaration of councillors (6,431,394)  (B,431,514) 6,431,314 (6,253,711 197,883
Depraciation and amorlisation - - - (15,859,006) (15,859,088}
Financs cosis - - . (31,824 {21,824}
Diabt Impairinant - - . a45780)  [9,848,780)
Fapairs and maintenance (3,015,623)  (3,015,823) {4,048,823)  (3,685,278) {#59,653)
arants ang subsidies paid - - - (3,200,009 (3,290,008}
General Expenses (24,333,869) (24,333,869) (24,533,869) (28,589,778 {4,2565,909)
Total expanditure (66,058,207) (86,068,207) (66,068,207) (98,217,565) (30,159, 348)
Operaiing surplusiiDeficit) (32,169,014} (32,159,01 4y (32,189,014} 5,873,081 (29,523,856)
Gain on disposal of assets and 4,300,000 4,300,000 4,308,000 197,157 (4,102,843)
lighilities
Surplusi{Dsfickt) (27,859,014} {27,859,014) (27,859,014} 6,070,238  (30,891,329)
Actual Amount on Cormparabls {27,859,014) (27,668,014} {27,855,014) 8,070,238 {30,691 328}

Basls 2s Presentad in tha
Budget and Actual
Comparative Statermeit

e}
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ACCOUNTING POLICIES

4. Prasentation of Annual Financlal Statements

The annual financial statements have baen prepared on an acerual basis of accounting and are in accordance with the historic
cost convention, except where indicated otherwise. They have been preparsd in ferms of Section122(3) of the Municipal
Finance Managernent Act, (Act Mo 56 of 2003) and in accordance with the Generally Recognised Accounting Practice (GRAP).

The Accounting Framework of the municipality, based on the preceding paragraphs and applicable o the operations of the
municipality, is therefore as follows:

These accounting policies are consistent with the pravious period, except for the changes set out in noie Changes in
accounting policy

1.4 Signiflcant judgements and sources of sstimation uneertainty

In preparing the annual financial statements, management is raguirad to maka esiimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ rom these estimates
which ray be material ©© ihe annual financial siatemants. Significent judgerments include:

Trade receivables and other recelvables

The municipality assesses s trade receivables and otherreceivables for impairment at ihe end of each reporting period. in
determining whether an irnpairment loss should be recorded in surplus or deficit, the surplus makes judgements as to whether
ihare is observable data indicaiing & measurable decrease in the estimated future cash flows from @ financial assat.

Eair valug estimation

The carrying value less frmpaimment provision of irade receivables and payables are assumad (o approdmais their fair vaiues.
The fair valus of financial liabiliies for disciosure purposes ie asiimated by discounting the future contraciual cash flows af the
curreni market interest rate that is available io the municipslity for similar financiat instrumanis.

Provisions

Provisions were raised and management detarmined an estimaie based on ine informaiion avaliable. Additiona! disciosurs of
inase estmaiss of provisions ars included in nots 13 - Provigions

Allawanns for doubiful dalits

o dabinrs an impaiasnt 1088 18 rasognisad in SUIRIS gndl aficl whan hare 1 objeciive svidence ihat it s inpairsd.
impairment 18 Hgastis the difierenca batwsen s debtors canying amount and ine pragant vaiue of astimaiad AiUTS CBS
fows discountsd at the aflsctive iermst rate, aompuiad a1 iniiial fecugniiEnd -

il

1.2 Iavesimsnt property

Invesinent propaity is property helrl 1 a3 renials of for capitat appreciadon o Both, rather than i
® uss in the production or supply of goods of serinas or for
@ admiinistrative purpoess, o
o salein the ordinary courss of opsrations.

Owier-oncupled propesty is orol ety held for use in the production o supply of goods o servicas or ior adminigirative pUNposas.
!

Invesimant property is rerognised as an agset when, it is probable that e fuiure eoonomic benaflits of service pokential that eve
asscciated with the investment oropasty wil fiow to the municipality, and ihe cost of faic value of ihe invesiment property can b
measured raliakbly.

Invesiment property is initially recognisad i cost. Transaciion cosis ars included in the inliial measuremani.
VWhere investment properiy is anguired through 2 non-exchange iransaciion, iis cost is its fair value 2s ai the date of acguisition.
Costs inchids cosis Inourred initialty and cosis incurred subsaduently 10 add o, or to replace & part of, oF sarvice & Proparty. Ifa

replacement part ig racognised in the carrying amoust of e ivesimant property, he carying aount oF the raplaced pari is
daracogiisad.
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ACCOUNTING POLICIES

1.2 Investment property (continued)

Fair value

Subsequent to initial measuremant investment property is measursd at fair value.

The fair value of investment proparty reflects market conditions at the reporting dats.

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period irt which it arises.

if the Municipality determines that the fair value of an investment property uncler conatruciion is not reliably daterminable bui
expects the fair value of the propery io be reliably measurable when construction is cornplete, it measures that investment
property under construciion at cost until sither its fair value becomes reliably determinable or construction is completed
{whichever is earfier). If the entity determines that the fair value of an investment property {other than an invesiment property
under consiruction) is not reliably determinable on a confinuing basis, the entity measure that investment property using the
cost modeal (as per the accounting policy on Property, plant and equipment). The residual value of the investment property is

then assumed io be zero. The entity epply the cost model (as per the accounting policy on Property, plant and equiprment) until
disposal of the investment property.

Compensation from third parties for investmant property that was impaired, lost o given up is recognised in surplus or deficii
when the compensation becomes receivable.

1.2 Proparty, plant and equipmennt

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
produciion or supply of goods of services, rental io others, or for administrative purposas, and are expecied {0 be used during

more than one period.

The cost of an item of property, plan and equipment is, recognised &5 an assel when.
s i is probable that fulure sconomic bansfits or service potential associated with the e will fiow o the
runicipality; and
o the costof the itetm can be measurad reliably.

Brogerty, plant and aguipmernt ig inifially measurad ai cost.

The cost of & item of property, plant and equipment is ihe purchase price and other costs aitributabie to bring the asset o e
1nastion and oondition necessary for it o ba sapsbla of operating i s maner inendad by management. Trads digoounts sod
rabatss are decuiciad in arriving st the cost.

Whars an asset is acguired at no cost, of S @ o] cosl, 1S oost s s fair valus 58 at daie of acouisiidon,

Whats an (tam of property, plest and sguipma is acguired In aychangs for @ nom-monatary asset of yonetary asseis, of 8
combination of monatary and non-monatary mesels, e assel acquired s inilially measred a: fair value {(tha cosh. IF the
ancuivad fer's fair value was not deistminabls, it's dearnad cost is the carrying amount of His agselis) ohvan up.

When sighificant componeiiis of 80 Bem of property, plant and sguipment b diffacant uaail ives, thay are accounied for as
saparaia figms (major componenis) of property, plant and acuipmant,

Costs inciude costs incurred inifially io acquire or consiruct af it of property, plant and sguipmant and cosls ncurred
subseguenily o add io, replace part ol or servies It If & replacament cosi is recognised in the carrying amouiit of an tem of
properiy, plant ard equipment, the carrying amount of the replaced part is deracognised.

The initial estimate of e cosis of dismantling ang removing the iwm and restoring ihe site 00 wiich it is located is also
includad in the cost of property, plant and squlpment, whare the eniity is obligated to incur such sxpendiiure, and where i
obligation ariges as a resull of acquiring the asset or using (i for purposes other than the produciion of inventories.

Recognition of cosis it the canying amaunt of an iiem of properiy, piant and equipment ceases when the item is in the focation
and condition necessary for it to be capable of operafing in the manner intended by management,

Wajor spare paris and stand by equipment which are expecied o be used for more than one period are included in piroparty,
plant and eguipimsnt, 1i addition, spare paris and stand by suuipmertt which can ey be usad in conneeiion with an fiem of
proparty, plant and equipmeant are aceounied for as propeity, plant and equipmant.
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{Registration number EC128)
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ACCOUNTING POLICIES

1.3 Property, plant and squipment (continued)

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

Proparty, plant and equipment is carried at cost less accumulated depreciation and any impalmment losses.

Froperty, plant and equipment are depreciated on the straight line basis over their expacted useful lives to their estimatsd
residual valus.

The useful lives of items of properiy, plant and equipment have bean assessed as follows:

ltern Avarage useful life
Land Indefinite
Buildings 30 years
Specialised Plant and machinery 10 - 15 years
Fumiture and fixiures 5-7 years
Motor vehicles 7 years
Office eqguipment 5-7 years

IT eguipment 4 years
Infrastructure

s  Roads - Paved 30 years

o  Roads Graded 7 years

o Electricity 20 years

iteins of municipality are derscognised when the sese is disposed of or when thers are f0 further economic benefiis or service
potential expacted from fhe use of the assat.

The gain or logs arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit whan

the ifam i ceracognised. The gain or lose ansing from the derecoghition of an item of progerty, plant and equipment i
determinad as the diffierence between the nat disposal oroceads, it any, and the canying gmouni of the e,

1.4 Intangible asssls

A asset is identified as an intangible sssat when it
o iz sapable of baing saparated or dividsd from an antity and soid, ransferad, loansad, remad or axchangsad,
aithar indbvidually oF gether with 2 relsisd ponact, assels or Bability, or
o arisas fom eonirachal rights or other legal fighis, rapardiess wheiher thoss rights are ransferable or separale
fiom ihe municipality of from other sighis and ohiigati

A00NE.

An intangible assat is recognised when:
o itis probable that i expechksd s sanoinic bansiis oF servics potsntial ihat ars atiibuiabie 10 iha asant wil
flenw 10 the munizipality; and
e iha nostor fir value of the assel oan D9 meastvad raliably,

Intangible assels are initially reoognizad At ost,
An intangible asset acauirsd thiough a non-gxchanga iransaction, the cosi shall be ite fair value g &t the date of acquisition.
Expenditure on research (or on the reszarch phase of an inernal profect) is recognisad as a1 expenss when it is incurred.

An intangible agsst arising from developmant {or iram ihe davelopment phase of an iniemal project) is recognissd when:
o itis iechnically tsasible to complsie the asset 80 that it will be availables for use or sals.
ihere is an intention to complate and use or salf it
there is an ability io use or sell i,
ii will generate probable future aconomic benefie or service potential,
thare are available tachnical, financial and oiar rasources o complete the developimerd and o use or sell the
assel.
o the sxpenditure atiributgble to she aseet during its developmait cam be measurad raliably.

o @ o Qg

intamgible asseis aie carred af cost less any acoumulated amartization and any mpairmant 10sses.

Ty
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ACCOUNTING POLICIES

14  Inanglile assets (continued)

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

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

Reassessing the useful life of an intangible asset with a finite useful life after it wae classified as indefinits is an indicator that
the asset may be impaired. As a result the asset Is tesisd for impairment and the ramaining carrying amount is amortised over
its usaful life.

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

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residuai values as follows:

ltem Useful life
Computer software, other 5 yaars

Intangible assets are deracognised:
o ondigposal; or
o when no future economic benefiis or service potential are expecied from its use or disposal.

The gain or loas is the diffsrence behveen the net disposal procesds, i any, and the carrying amount. b is recognisad in sumplug
or deficit whan the asset is derecognised.

1.5 Financial instruments

A financial instrument Is any contract that gives rise 1o 8 financial aseet of one Municipality and a financial fiability or a residust
interast of another Municipality.

The amortised cost of & financial asset or financial lizbility i3 the amouni ai which the financial esset or financial liability is
measured at initial recognition Winus principal repayments, plus o minus te cumulziive amoriisation using the effective
imerast method of any difference betwesn that infial amount and ihe maiurity amount, and minus any reduction {direcily or
hrough tha vas of an allowanse sncount) for painmnent or tnaolisciibility,

Deracognifion is the removal of a praviously racognised financhal asasi oF financial abiliy fom & Munizipalily's statainent of
financial positiorn.

Tha alfackva intsrest mathod is a mathod of raieulating the amortized cost of a tinancial asset or 2 financial liebility (or group of
financial asesis o7 financial liabiliies) and of alloeaiing ihe interest income oF imarest axpense ovar the relevant pariod. The
aifaciie interast rate 18 ihe rate thet sxactly discounts eatimatad fuure cash paynets OF raceipls Hirough tHha sxpaciad iife of
e financial nstriment or, when approprigis, @ shovier paried & the net caying amount of the financial assst or financial
ligkility. When calculating e affective Intarest rate, an Munictpaiity ghall asiimate cash flows sonsidsting all coniracus! i8S
of the financial instrumani (for exampie, prepaymert, call and sirnilar options) but shall not consider fuiure oredit losses. The
caleulation includes all fsas and pPuiis paid ot recelved Delweasn paities o the contract that are an integral part of ihe effeciive
inerest raie (see the Siandard of GRAP on Revenus from Exchangs T ravisaciiong), transaciion costs, and all othar pramiums
oF discounts. There is & prasumption that e cash flows and the expecied life of & group aof simiter financial instiumenis can be
astimated raliably. Howsver, in thoss rare Cases when it s not possible fo reliably esimaie the cash flows or ihe expaciad life of
e financial instrumani (or group of financial instruments), the Municipality ghall use he coniracival cash flows over the full
cantraciual term of the financial instrument (oF grove of financial instrumenis).

Egir value is the amount for which an assat could be exchanged, or & Habillly seliled, beiwaen knowladgeable willing parties i
an anm's lengih transaciion. :

A financial asset is:
o cash,
o aresidual interest of another Municipality; o
a a contractual rignt 1o
- raceive cash of another financial assat from arother Municipality, or
- exchange financial asssls oF inancial liabiliies with ancther Municipality under concitions that are potentially
favourabls o ihe Municipality.
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1.5 Financlal Instruments (continued)

A financial liability is any liability that is a contractual obligation to:
o deliver cesh or another financial asset to another Municipality; or
° axchange financial assets of financial liabilities under condlitlons that are potentially unfavourabla to the Municipality.

Loan comritment is a firm commitment to provide cradit under pre-specified terms and conditions.
Loans payable are anancial ligbiliies, other than short-term payables on niormal credit terms.
A financial asset is past due when a counterparty has failed io make a paymant whar coniraciually due.

A residual interast is any contract that manifests an interest in the assats of & Municipality after deducting all of its liabllities. A
residual interest includes contributions from OWRErS, which may be shown as’
9 equity instruments or similar forms of unitised capital;
@ a formal designation of a transfer of resources (or @ class of such transfers) by the pariies fo the transaction as
forming part of an Municipality’s net asssts, either befora the contribution occurs or at the time of the contribution; or
o a formal agresment, in relation t the coniribution, establishing or increasing an existing financial interest in the net

assets of an Municipality.

Transacdon costs are incremental costs that are directly attributable o the acquisition, issue or disposal of a financial asset or
financial liability. An Incremental cost is one that would not have besn incurred it the Municipality had nat acquired, issued of

disposed of the financial instrument.

Financial instrurnenis at cost are investmenis 1n residual interests that do not have a guoted markst price in an actlve market,
and whose fair value cannot be rgliably measured.

Initial recognition

The Municipality recognisss a financial asset or a financial liability in lie statemant of financial position when the Municipality
hanomas g party to the coiraciual provisions of ihe instrument.

The Municipality raocognises financial assats ysing trade daie aocouniing.
1nltal messurement of finansial assats and Hnancial abllitiss

The Municipality ma2agures g Fnancial assst and financial Hability initially at it fair value plug fransacton costs that sra dirsoily
auribLiable to the acgulsition of issus of the financial asset or financial liabiley.

Tha Municieaiity measures a financial mssat and financial iabiliy initially ai #8 fair valus [F subsagquanity measust at falr vahm}.
4

The Municipality first 235368338 whethar the subsianoa of a con sazalonaiy koan & in fact a foan. On iniat recognition, tha
Munigipaiity analyses a concessionary loan Into e component paris and accounis for sach componant saparaiely. The
phnizipallily accounts o that part of & concessionary ipari iat is:
a 5 sooial benefit in accordancs wii the Framawork for e Pranaraion and Prasantaiion of Finansial Bialements,
whera it is the issuer of the loan; of
2 NOn-gxchangs ravEniis, in accoidancs wid the Standard of anap on Revenus from Mor-axchange Transastions,
whars it 1s the rediplant of the loan.

e ———————— T T A.{I,;.m
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1.8 Financial instruments {centinued)
Subsetuent measurement of finanslal aszats and financial liabllites

The Municipality measures all financial assets and financial lizbilities after initial recognition using the following categories:
Financial instruments at fair value.
@ Financial instruments at amoriised cost.
L Financial insiruments ai cost.

Al financial assets measured at amorlised cost, or cost, are subjsct to an impairment review.

Eair valus mezsuremant eonsiderations

The best evidence of fair value is guoted prices in an active market. If the markai for a financial instrument is not active, the
Municipality establishes fair velue by using & valuation technigue. The objective of using a valuation iachnigue is to establish
what the transaction price would have been on the measurement date in an arm's length exchange moiivated by normal
operating considerations. Valuation technigues include using recent arm's length market iransactions between knowledgeable,
willing parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted
cash flow analysis and option pricing modals. If there is @ valuation tachnigue commanly used by market participants to price
the instrument and that technigue has been demonsirated to provide refigble estimates of prices obtained in actual market
fransactions, the eniity uses that technique. The chosen valuation fechnigue makes maximum use of market inputs and relies
as little a8 possible on entity-specific inputs. It incorporates all fackors that rarket participants would consider in sefting & price
and is consistent with accepied economic methodologies for pricing financial insirumenis. Pariodically, an Municipality
calibrates the valuaiion technique and tests it for validity using prices from any observable current markst transacions in the
same insirumant (i.e. without modification or repackaging) or based on any available observable market data.

The fair value of & financial liability with a demand feature (e.g. a demand deposit) is not less than the amouni payable on
dermand, discountad from the first date that the amouni could be required to be paid.

Reclassification

The Municipality doas not reclassify a financial insirumert while it is issued o held unlses It is:
s  combined instrumant that is required to be measured at fair value, or
a an invesimeni in & residual interest that mests the requirernenis for reclassiiication.

i fair value can no longsr be measuved reliably for an invastment in 2 residual inierest measurad ai fair values, the Municipality
raclassifize e invesiment from fair value io cost. The garrying amou ai §is dais thai fair valug i no longaer available becomas
iha oost,

1o ratiable measure becomes availabls for an invesiman: in & residual interest for which a msaslire Wwas pravdoushy not
availabie, and the instrument would! have boen reguivad 0 be measwed ai fair value, the entity recisssifies the instrurment oM
nost to fir valle.

47

Impalrment end vnsolles bty of financial asssls

i

The Municipelity assess ai the snd of each reporiing period whather iheie Is any objadiive avidencs that & finansial ess2t B
impairad.

Financial asseis is measurad at amottised cost:

i there is objective evidenca that an impaismant 1o8s on financial aeseis messurad at amoritsad cost has basn incuirad, the
amourt of the loss is maeagurad as the differsnce hetween the aseels carrying amoun and the present valye of estimated iuture
pash flows (exciuding fuiure credit losses that have not baen incurved) discounted ai the financiel assei's original effactive
iiiterest rate. The carrying amount of the asset i raduced diracily through the use of an allowance aceouni. The amount of the

loss is recognised in surplus or deficit.

i, iin @ subseguent period, the amount of the impairment loss decreases and the deciease can be related objectively o an event
ocowriing afier the impairment was racognised, the previously recognised impaimen loss is reversed direcily adjusiing an
allowanas account. The reversal does not resuli in a carrying amount of the financial assel hat exnasts whai the amortised
nost would have basn had the impairment noi hesn recognised ai the date the impalnment is reversed. The amount of the

revarsal is recognised in surplus or defich.

Financial assels measured ai cost
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1.5 Financial Ihstruments (continusd)

If there is objeciive evidence that an impairment loss has been incurred on an invesiment in a residual intarest that is not
measured at fair value because ifs fair value cannot be measured reliably, the amount of the impairment loss is measured as
the diffierence between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the current market raie of return for a similar financial asset. Such impairment losses are not raversed.

Presantation
Interest relating to & finencial instrument or a financial liability is recognised as revenua or expense in surplus or daficit.

Losses and gains relating fo & financial instrumant or @ component that is a financial liabiiity is recognised as revanue of
expense in surplus or daficit.

A financial asset and a financial liability are only offset and the net arount presented in the statement of financial position when
the Municipality currenily has a legally enforceable right to set off the recognised amounts and intends either io settle on a net
basis, or to realise the assst and settle the liability simultaneously.

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

1.6 Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is
classified as an oparating lease if it does not transfer substantially all the risks and rewards incidental to ownarship.

When a laase includss both land and buildings elemanis, the aniity assesses the classification of each elemeant separately.

Finance leases - lassor

Whan assais ere lsased out under a finance lease, the pregent valus of the lease paymains is recogrised &3 & receivable. The
dittarence between e gross recaivable and the present value of the racaivabla is recoghised as unearnad finance nooms.

Laase incoma is recognised over the isnn of the lease using ihe net invesimant method, which reflscts a constant pariodic rate
of reiurn,

Finance l2ases - loeses

Tha Municipsiity leases certain propsrty, plant and aguipment. Leages of propaity, plant 2nd eguipmsnt whara the Municipsality
suhataniially assumas risks and rewards of ownaraiip aie classified as finance l2ases. Financs lease assats and liabilites ars
racngnised at the inception of ihe leass ai the Iowar of the fair valus of the iessed assst and s prasent valug of e
mismuT leasa paymsnis,

Each lsase payment is allooisd hatwaen the liability and finance chargss so a8 1o achiove a constani rate on the finance
halance outstanding. The comasponding rental obligations, nat of finance charges, are ingluded in viher long =M payablas.
The interest alament of the finance cost is chargad o e Stafement of Financlal Performancs over e lease period 50 as o
produce 8 consiant periodic rate ol Inierest on the ramaining balances of ihe liability for each period. The properly, plant and
aquipment acquired under finance loases are depraniaier over the shorker of he usaful life of ihe assat or the lesss tarn. Tha
Munieipality will nat incur a foreign leass iability aihar than that aliowsd by e Municipal Finence Management Act, 2002 (Act
56 of 2003).

1.7 Impalmment of cash-gensrating asssts

Cash-generaiing assets are those assels held by the municipality with the primary objeciive of gensrating 2 commercial rstum.
When an asset is deployed in @ manner consistent with that adoptad by & profi-orientated entity, i generales & commersial
et

Impairment is a loss in the future sconomic benafits or service potential of an asset, over and above the sysiematic recoghition
ol the |oss of the asset's fuiure sconomic hensfiis or service poiertial through depreciation {amoriisation).

Carrying amount is ithe amount at which 2n asset is recognised in the stalement of financial posidon after deduciing &y
accumitatad dapreciation and acoumulaied iimpainment losses theraon.

I
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7.7 Impairment of cash-generating assels (continued)

A cash-generating unit is the smallest identifiable group of assets held with the primary objsctive of generating a commercial
retuin thai generates cash inflows from continuing use that are largsly independent of the cash inflows from other assets or
groups of assefs.

Gosts of disposal are incremental costs directly atiributable to the disposal of an asset, excluding finance cosis and income tax
expense.

Depraciation {Amortisation) is the systematic allocation of the depreciable amount of an asset aver its useful life.

Fair value less costs to sell is the amount obiainable from the sale of an asset in an arm's length fransaction betwesn
knowladgeable, willing parties, less the cosis of disposal.

Recoverable amount of an asset or & cash-generating unit is the higher its fair value less costs to sell and its value in use.

Useful life is either:
{8) the period of time over which an asset is expacted o be used by the municipality; or
(b) ihe number of praduction or similar units axpected to be obtained from the asset by the municipality.

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow:

Cash-gensrating units

if there is any indication ihat an asset may be impaired, the recoverable amount is agtimated for the individual asset. If it is not
possible to esiimaie the recoverable armount of the individual assai, the Municipality determines the recoverable amount of the
cash-generating unit to which the asset belongs (the assel's cash-ganerating unit).

I an active market exists for the outpui produced by an assel of group of assels, that asset or group of assets is identified as a
cash-generating unii, even if some or all of tha output is used internally. If the cash inflows genarated by any asset or cash-
generating unit are affecied by intarmal transfer pricing, the Municipality use management's best esiimate of futwre price(s) that
could ba achieved in arm's length transaciions in estimaiing:
o tha fulure cash inflows used to determing the assats or cash-generaiing Unit's vaiue in use; and
o ihe futurs cash outflows used to determing the valus in use of any other asssts of cash-genarating units that arg
affestad by he intemal transfer pricing.

snerging units ars identifiad consisteniy from period t padod for the sams geset or ypes of asseis, unless a changs ]

The carying amount of @ cash-ganarating unit e detarmingd on o basis conslienl with ihe way Ws ranovarabla amount of iz

mosh-ganarating unit 1s detarmilngl.

An impairmast [0S i3 reoagnisad for 8 cash-gansrating uni 7 $s resoverable amount of @ unk i3 less Haan tha carmying
¢ of ths Uik The impainnent is allseaied o raduce the canrying amount of the cash-ganerating asaats of hs unit on & pro
naais, based on e carying sount of each assel i e uni Thees educiions n casying amounis are iesiad as

inpairmant losses on individual asseis.

I gllngaiing ait Impairnant oss, the eniity does not redice the carrying amousi of an assst bl the highast of
o s fair vaiue less cosils to sell {if determinabla);
s its valua in use {if determinable); and
® o ZE0.

The amount of the impainment loss that would othernwise have been allossted 1o the asset is allocaied pro raig o the oihar cash-
genserating asseis of the unit.

Where a nos-cash-genarating asset coniribuiss to a cesh-ganerating Unit, @ proportion of the carryving smouni of that non-cash-
generating asset is allocated to the carrying ameuiit of e cash-gengrating unit prior i esiimation of the recoveraiie ammount of
the cash-generating unit.

18 Impalmnent of non-cash-gensrating azsets
ash-generating 2ssets are hose assels hald by the Municipality with the primary objective of genergiing & commercial reium.

When an asset iz deployed in & manner consisient wiih thai adopied by & pofi-orientated entily, i genaraies a carnmerdal
il
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1.8 Impairmsnt of non-cash-genarating assets {continued)
Non-cash-generating assets are assels other than cash-generaiing assele.

impairment is a loss in the fuiure economic benefits or service poteniial of an asset, over and above the systemailc recagnition
of the loss of the asset’s future economic benefits of service potential through depreciation (amortisation).

Garrying amount is the amouni at which an asset is racognised in the statement of financial position afier deducting any
accumulatad depreciation and accumulated impairment losses thereon.

A cash-generating unit is the simaliest identiflable group of assels neld with the primary abjective of generating @ commercial
return that generates cash inflows from confinuing use that are largely independent of e cash inflows from other assels or

groups of assais.

Gosts of disposal are incremental Costs diracily attricutable io the disposal of an asset, excluding finance costs and incoms tax
anpense.

Depraciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

Eair value less cosis o sell is the amount obtalnable from the sale of an asset in an arm'e length transaction between
knowledgeable, willing parties, less the costs of disposal.

Racoverable seivice amount is the higher of & non-cash-generating assel's fair value lsss cosis to sall and its value in use.

Useful life is sither

(&) the period of time over which an asset is expected to be used by the Municipality, or

b} fhe number of production or similar units expecied o be obtained fiom the asset by the Municipality.
Criteria devaioped by the Municipalily o digiinguish non-sash-generating oeaets om cash-generating asseis ars as folicw:
Recognition and measursmannt

¥ the recoverable service amount of & nan-cash-gensrating assel is lass ihan tte carying amount, the carying amourt of tha
assat is reduced 1o its racoverable seivice amount. This raduciion is an impairment |08s.

AR impairmant 0ss s recognisad immadiaisly i suiplus oF deficit

Aty irnpairiani iosas of a avalied non-cash-ganarating aess i3 troaied as 8 revalugtion (8cTaase.

mownt of the non-casi-genaraling ass:
seciramani in he Standands of GRAP.

Whan e amount seiimaiad Yo7 an impainnent 08 is gn ;
which it reteies, the Municipality recognisss 2 fiability only o the sxant ihat iz

Aar the recognition of an impaliment 1088, the depraciation (amorisation) pharge for the non-cash-ganaraiing assetl is achustsdd
in fuie pariods to aliocats he non-cash-gensrating #3380 raviser] carrying amout, less s rasidual valus, on 4 sysiematls
basie over jia remaining usehi lifs.

1.8 Employes bensfit
Shori-term smployes benefits

The sost of shori-ier employes benefits, (ihose payable wihin 12 months afier the service is rendered, such a3 paid vasakion
jeave and sick leavs, bonuses, afid non-monatary henglits such as medical care), are recoghiissd ihe pericd in which the
service is rendered and are not discounted.

The expectad cost of compensaiad abssnces is recognissed 45 an expense as ihe employess rendsr services that inoresse their
entitement or, in the case of nonaceumulaiing absences, when the 2h$ence Qoours.

The expecied cost of surplus sharing and bonus paymeis is recognised as an expense when thare is a legal or constructive
abligation to miake such payments 28 a result of past performance.
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1.9 Employee bensfits {continuscl)
Defined contribution plans
Payments to defined coniribuiion vetirement beneiit plans are charged a8 an &xpense as they fall due.

Paymanis made {o industry-managed (or state plans) reirement benaefit schemes are deatt with as defined coniribution plans
where the eniity's obligation under the schemes Is equivalent to those arising in a defined contribuiion retirement benefit plan.

Defined benefit plans

Payments to defined coniribution retiremnent benefit plans are charged as an expense as they fall due. Paymenis made fo
industry-managed (or siate plans) retirernent benefit schemes are dealt with as defined contribution plans where e
municipality’s obligation under the schemes is equivalent to those arising in a defined contribution retirement banafit plan.

1.10 Provisiens and contingencies

Provisions are recognised whan:
o the municipality has a present obligation as a result of @ past event;
s it is probabie that an outflow of resources embodying economic benefits or service poteniial will be required o

seitle the obligation; and
o g religble estimaie can be mads of fhe obligation.

The amount of a provision is the best esiimate of the sxpanditure expected io be required io satile the preserit obligation ai the
reporiing date.

Where the effect of ime valua of mensy is matarial, the amount of a provision is the present value of the expenditures expeciad
o be reguired to settle the obligation.

The discount rate is a pre-iax rate that reflects eurrent market assessmants of the times valus of maney and the isks specific 0
the liability.

Where some or all of the expendiurs raquirad lo seiile a provision is expacied o be reimbursed by anofer parly, ithe
raimbuisemant s recognised when, and only when, it i3 virtually certain that raimbursament will be receivad if the municipality
sattles ihe obligation. The raimbursement is reated a5 8 separale seset. The amouni mcognised i the raimbursemant doss
ot excead the amount of e provision.

Provisions are reviews: ai each reporting daia ang) adjusted io reflect the ol bast estimats. Provisions ae raversed Fiis
Ao longer probsble hat an outilos o resouroes ambotying asonomic banafits o servics potentiad will ba raguirsd, 10 52 ha
ghaligation.

wWhare discouniing s ussd, the samying amount of 8 provision increases in aash pariod o raflect the pussags of tme. This
inorease is recognissd 8s an inierest expenss.

A provigion i3 ussd only o sxpendituras for which the provision was orginaily raagnissd.

Brovisions are nol recognised for uitre operating daficiis.

i an entity hag & contrast thai 18 onerous, ihe present obligation (nef of racoveries) under tha contrct s recognised and
measured as a piyision.

Condngent assels and contingent liobiliias are not rerognised. Conlingencies ars diaciosad In nota 34,

A financial guaranise contract is 4 contrac: thet requires the issusr 0 make spacified paymenis 10 rsimburse the holder for 8
logs it incurs because a specified dabior fails 1o make paymeni whan dus in arcordance with iha original of modified terms of a
debi instrumant.

Loan commiiment is & firm cormeniiment {0 provide credit under pre-specified tenms and condliions.

The municipality recoginises a provision for financial guaranises and inan commitments when it is probable that an outflow of
resources embodying economic Fenefiis aid service potaniial will be requived in saitie ihe obligation and a reiiable estimais ol
ihs obligation can be made.

Deiermining whethar 2i ouiilow of resources is probabia in relakion io financial guarantees reguirss judgermnain. lclicaiions thai
an outiflow of rasources may be probable are:

19 -
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1.40 Provislons and contingencies {continued)
s financial difficulty of the debtor;
»  defaults or delinguencies in interest and capital repayments by the debior;
s breaches of the terms of the debt instrument thai rasult in it being payable earlier than the agreed term and the ability
of the debtor to seftle its obligation on the amended terms; and
» =z decline in prevailing economic circumstances (&.g. high interesi ratas, inflation and unemployment) that impact on
the ability of entities to repay their obligations.

Where a fee is received by the municipality for issuing a financial guarantes and/or where a fee is charged on loan
commiiments, it is considersd in determining the best estimais of the amount required to satie the obligation at reporting date.
Where a fee is charged and the municipality considers that an outflow of economic resources is prabable, an raunicipality
racognises the obligation at the highar of:
o ihe amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets,
and
o ihe amount of the fee initially recognised less, whers appropriate, cumulative amortisation recognised in accordance
with the Standard of GRAP on Revenue from Exchange Transactions.

Decommissioning, restoration and simflar liability

Changes in the measurement of an existing decommissioning, restoration and similar labilily that result from changes in the
estimated timing or amount of the outflow of resources embodying economic benefits of service potential required to seitle the
obligation, or a change in the discount rate, is accounted for as follows!

if the related asset is measured using the cost modal:

o changes in the liability is added to, or deducied from, the cost of ihe related assat in ihe current period.

s the amount deducted from the cost of the assat doas not excesd is carying amount. If & decrease int ihe liability
axceeds e carrying amount of the asset, the oxcess is recagnised immeadiately in surplus or deficit.

@ it the adjustment resulis in an acdition to the cost of an asset, the entity consider whether this is an indication that the
new cairying amount of the asset may not be fully recaverable. If there is such an indication, the eniity iest the assei
for impalrment by estimating it recoverable armount or recovershle service amouni, and account for any impairmeant
lnss, in accordancs with ths accounting policy on impairment of aesats as descrihad in accounting policy 1.7 and 1.8.

it tha related asset is measured using the revaluation model:

s changes in ihe liability alter the ravaluation eurplus or deficit previousty recoginisad on that assel, 0 ihat:

- a decraase in the liability is crediied dirsctly o revaluation suiplus i net assels, sxcapt that it is recogiised in

surpius or deficit i the exient that it reverses & revaluation deficit on the asset that wae previously recognisec it

surplus or dafislt, and

- an inciease n e labily is resegiised in surpiue o daficit, axcept that i 1n dabitad direstly o revalugtion

surplus in net asssis o the axtent of sny cradii balancs sxisting in the revaluaiion suiplus in respact of that ASHET,

i the avent hat a decrsass in the liakility exoeads the canying amoust that would have baan renogiisad had the

anzet bean carmed under the oosi modal, the exuess is resoghised irmadiaisty in surphus o deficl;

s achange in ihe lablity is a0 Indicaiion that the asset nwy have o be rvaiusd in order i ensura that the carrying
armourt doss not differ materially from hat which would be deieriinad using fair valug ai ihe reporting daie. Any
avch revatuation is taken info account in datermining the amouns i bs taten 1o surplus or deficlt and nat aseais. If &
ravalugtion is nocessary, all asssis of that class is revaluad; and

2 ihe Standard of GRAP on Prasentation of Financial Siaements fequires disciosure an tha facs of fig sigternent of
changes in net assets of @ach fiem of ravenyue of axpenes that is reoognisad divacily in net agsels. in complying with
this reouirement, e changs in the revaluaiion suiplus ariging from & change i ihe llabiliy is sspavaiely ideniified
and digclossen 88 such.

a

494 Revenua from sxchange transaciions

Raevenue is e gross inflow of economic henefits or service poiential during the reporiing period when those inflows resuli in an
increase in Net asseis, other than incrsases ralaiing pontribuiions rom ownars.

An exchange transaciion is one in whish ihe Municipality recelves asssats o services, of has lisbilities axtinguishad, and direcily
gives approximaisly scqual value (primarily in the form of gouds, services or use of asaats) i the other paity in exchange.

Fair valus ie the amount for which &an assst could be axchangsd, o a liability seiiled, betwaern knowladgsable, willing parties in
an sim's length iransaction.

Misasuremsnt

Ravenus is measurad ai the fair valus o the sonsideration recsived or receivabis, net of iade disgounts ang volume rebailes.

L20-
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ACCOUNTING POLICIES

1.11 Revenue from exchange transactions {continued)

Interast

Revenue arising from the use by others of entity assets ylelding interest is recognised when:
@ It is probable that the economic benefiis or service potential associaled with the transaction will flow 1o the

Municipality, and
° The amouint of the revenue can be measured reliably.

Interast is racognised, in surplus of deficit, using the effective interest raie method.

1.42 Revenue from non-exchange transactions

Revenue comprises gross inflows of economic benefits or servics potential received and receivable by an Municipality, which
raprasents an increase in net essets, other than increases relating to coniributions from owners.

Conditions on transferred assets are stipulations that spacify that the future economic benefiis or service potential embodisd in
ihe asset is required to be consumed by the recipient as specified or future sconomic banefits or service potential must be

returned to the transferor,

Control of an asset arise when the Municipality can use of otharwiee benaflt from ihe assetin pursuit of its objectives and can
* exclude or otharwise regulets the access of others to that benefit.

Exchange transactions are transactions in which one entity raceives assels or services, or has fighiliies extinguishad, and
directly gives approximaiely squel value to another entity in exchangs.

Finas are economic benefiis or service potential received of receivable by Municipalily, 88 determined by & court or other law
gnforcemant body, a3 a consequence of the breach of laws of regulations.

Mon-gxchangs iransastions are iransaciions that are not axchange transactions. It & non-gxchange fransaction, an Municipality
aither recaives value from anciher Municipality without dirscily giving approximaisly squsl velue in exchange, or gives value 10
arother Municipality without dirsctly recsiving gpproximately equal value in exchangs.

1eetrictions on fransfarred assets are slipulations thet limit or direct the purposes for which & ranstared ssset may be ussd,
but do not spacily that fuiure aconomic banafits or sanvics potential is racuived i be seiumed o he ranafaror if not deployed &
spacified.

&

Stipulations on panstersd assets ars ferms in s or ragulstion, of a hinding srrangemaint, imposad upon the use of
sransiarrsd asset by sniites axamal i e reporing Municinalily.

Raaognitisn

T

An infow of resources o 8 nen-axchange iransaction racognizad as an assel B regognisad as revenue, axcapt 10 the exient
ihat 2 liability s also recognised in raspect of ihe sams inilow.

A the Municipaliy saisfiss a present obligation recogiigsd 88 & fiabifity in respect of an intow of resourcas from & nof-
anchangs ransaction racogvisad a8 an assat, it rerduces e caimying amount of the lisbility recoghised and renoonises an
armaunt of revenus equal o that raducion.

leasurament

Revenue from & non-exchange wansacton i3 measumsd at Hhe amount of e increass in net sesels rarognised by ihe
Municipality.

When, as & result of a non-exchangs transaction, the Municipality recognises an assat, it also recognises revenus suivalent 1o
ihe amount of the asset measured &f iis fair value as 2t the date of acquisition, unless it is also required io recognise & ligbility.
Where a ligbility is requirec to be recognisad it will be measured as the bast estimate of the ammount required to setile the
obligation at the reporiing date, and the amount of the increase in net ssests, if any, recognised as revanue. When g lisbility is
subsaguenily reducad, becauss ihe taxable svent occurs or a condition is saiiafied, the amount of the redustion in the liability is
racognised a8 revenue.
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1.12 Revenus from non-exchange transactions {continued)

Cash and cash squivalsnis

Cash and cash equivalents comprises of cash on hand, bank balances and investments in money market instruments thai
matures within 90 days. Investments ara readily converiible to a knbown amount of cash and are subject to an insignificant risk
of changas in value. These are initially and subsequently recorded at fair value.

1.43 Investment income

Investment income is recognised on a time-proportion basia using the effective interest methad.

1.14 Borrowing costs

It is inappropriate to capitalise borrowing costs wheri, and only when, there is clear evidence ihat it is difficult to link the
borrowing requiremants of an entity direcily te the nature of the expenditure {0 be funded i.e. capital or currant.

Borrowing costs are recognised as an expense in the period irt which they are incurrad.

1.15 Comparative figures

Where necessary, comparative figures have been raclassified to conform to changes in presentation in the current year.
1.16 Unauthorised expenditure

Unauthorised expendiiure maans:
»  overspending of 2 vois or a main division within a vote; and
® axpendiiure not in accordance with the purpose of a voig or, in the cass of a main division, not in accordance with the

plirpose of the main division.
AN expenditurs relating uriautharised expendiiure is recognised as an expsnse i the statemeant of financial performancs in

the year ihai the expsendiiure was incurred. The sxpenditure ie claseified in accordance with the najurs of the expanse, and
where recoverad, it is subsaguantly accountad for as revente in the statement of financiat performance.

1.17 Erultlass and wasteful sxpenditure

Fruitkess exponditure masns sxpendiig wihich was marde in vain and woukd have Deen avaidsd had reasonable core Hsan

exarcissd.

Al sxpendinure ralating o Fulless ansl wastsiul sependitie s recognisad &5 an ewpanss in the statemant of financial
parformansa i ihe year that the axpantiure wes insursd. The sxpendiurs is cassified in arordance wilh tha naiure of the
sxpense, and whera rsoovarad, it is subseguently actounied for as raVenis in the sistement of financial perfonmmancs.

1,48 lreguter sxpendiilre

Irsgular expenditure is expendiuns thai is conirary o the Munidipal Finands Managament Act (Aot Mn.88 of 2003), the
Municipal Sysiams Act (Aot No .32 of 2000, and tie Public Offcs Baarsrs Act (Ack No, 20 of 1908) or is in gontravenion of the
economic enlity's supply chain managemani policy. lregular axpandiure exmiudes  unauthorised sxpanditure. freaguiar
expendiiure is accounied for as expsendiiure in ihe Siatemant of Financial Performance and whers recovered, is subsecuenily
accountad for as revenue in ihe Siatement of Financial Performance.

1499 Use of estimates

The preparation of annuel financial stBmants in conformity with Siandards of GRAP raguires the use of certain critical
gocounting estimates. It also requires managsmaent to exerclse its judgament i the process of applying the municipality's
accounting policies. The areas involving & higher degres of judgement or cornpiaxily, or areas whare assumplions and
esiimates ave significant to the annual financial siztemanies are disclosad in the relevant sections of the annual financial
statemenis. Afiholugh ihese esiimaies are based on management’s best knowledge of current gvenis and actions they meay
undlertaks in ihe fulure, aciual resulis uiiimately may diffsr from those eslimaies.

1.20 Presentaiion of cOrrenRsy

These aniual financial siaements are preseniad in South Aiican Raid which is the funciional currancy of he raunicipality.
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1.21 Offsetting

Assets, lisbilities, revenue and expenses have not been offset excapt when ofisatting is required or permitied by a Standard of
Grap

1.22 Conditlonal grants and recsipts

Revenue received from condiiional grants, donations and funding are recognised as ravenue to the extant that the municipality
has complied with any of the criteria, conditions of obligations smbodied i the agreement. To the extent that the criteria,
conditions or obligations have not besn met a fiability is recognised.

1.23 Budgst information

Municipality are typically subject to budgetary limits in the form of appropriations or hudget authorisations (or equivalent), which

is given effect through autherising legislation, aporopriation or sitnilar.

General purpose financial reporting by municipality shall provide information on whether r@sources were obtained and used in
accordance with the legally adopiad budget.

The approved budget is prepared on & cash basis and presented by economic classification linked to performance ouicome
objectives.

fhe spproved budgsat covars ihe fiscal period from 7/1/2012-t0 6/30/2013.

The annual financial statsmenis and the budgei are an the same hasls of accounting therefore a cornparison with the budgeted
amounts for the reporiing period have been includad in the Statement of comparison of budget and actual amounts.

Tha Siatement of comparative and aciual informaiion has been included in the annual financial siatemenis as the
recommended disclosure whan tha annual financial staiements and the budget are on ihe same basis of accounting as

determined by Nationa! Treasury.
1.24 Related parlies

The Municipality operates in an sconomic secior currantly dominated by ertities direcily or indirectly ownad by ihe South African
Government. AS 8 CONSeyUenGs of the constitutional indspandence of the three spherss of governmant in South Afica, only
artities within the national sphere of governmsnt ars considerad o be ralaied paries.

Managernant are ihose pErs0NS responsible for planning, diracting and coniroling e actvities of ihe Municivality, insluding
thosa charged wih the governanocs of the Municipaiity in accordance with lsgiglation, in instancss whevs Hiey ans raguired

perfornt such imaions.

Clage mambars of the family of 8 person are ponsicdared o be oas famity mai hars W may B2 axpankert o infuance, of b
imflancad by, that managamant in iheir dealings with the Municipality.

Only ransaciions with rataiad pariss not &t 'S isngth o not in e ordinary COLTSS of husiness are distlosadl.
.28 Yalued Added Tax (YAT)

Tha Municipalily accounts for VAT on acorual basis bui pays over 0 / claims from SARS on gayrmait hasis.

P
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2013 Restated
2012
R R

9. NEW STANDARDS AND INTERPRETATIONS
24 Standards and interpretations effective and adepted in the eurrent year

in the current year, the Wunicipality has adopted the following sisndards and interpratations that are sffective for the current
financial year and that are relevani to its oparations:

Standard! Interpratation: Effective date:
Years baginning on oF
after
U GRAP 23: Revenus from Non-exchange Transactions April 1, 2012

o (GRAP 24: Presentaiion of Budget Information in the April 1, 2012
Financial Statements

¢ GRAP 104: Finzncial Instruments April 1, 2012
o GRAP 1 (as revised 2010y Presentation of Financial April 1, 2011
Statements

¢ GRAP 3 (as revised 2010} Accounting policies, Changes in April 1, 2011
Accounting Estimates and Errors
° GRAP 9 (as revised 2010): Revenue from Exchange April 1, 2011

Trangsactions
o GRAP 12 (as revisad 2010): Inventories April 1, 2011
o GRAP 13 (zs revised 2010): Leases April 1, 2011
e GRAP 14 (as revised 2010): Evenis Afier the Reporiing April 4, 2011
Date
o GRAP 16 (as revisad 2010): invesimant Property April 1, 2011

e GRAP 17 (as revised 2010): Property, Plant and Eguipmeni  April 1, 2011
s GRAP 19 (ss revised 2010} Provisions, Gontingent Apidi 1, 2011
Lisbiliies and Coniingetit Asssts

2.2 Stadards and intarpratations not yet effeciive or relevant

Tha folimwing slandards and irtarpratations havs basn publishad and afe mandatory for the Municipality's aocouning paviods
paginring on of afiar July 4, 2013

standaridl Interpraetation: Effective date:
Years baglnning on of
after
o GRAR 25 Ernployss bansiiis April i, 2013

e e A i S SR S g
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2013 Restated 2012
R R

3. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Other receivables 583,392 -
Property Rates 19,021,745 13,517,158
Irnpairmeant (5,426,592)  (7.211,602)

15,078,548 5,305,568

Ageing: Property Rates

Current {0 -30 days) 302,395 480,679
31 - 60 days 175,260 330,671
61-90 days 201,849 568,687
91 -120 days 159,558 334,802
121 -150 days 187,253 332,153
180 17,692,718 10,150,974

18,719,033 12,186,966

Debtors

Balance bafore transfering credit balances 18,719,033
Credit balances 1,202,712
Total afier removing credit balances 19,921,745

In 2012 the Municipality had o wiite off an amount of R11 878 193 as bad debis. The amount writien off relates to both
receivables from o -exchange ransaciions and axchange transactions. (Refer o note 23).

4. VAT RECEIVABLE

WAT Guiput Provision 3,101,682 {49,851)
WAT Control Account 589,740 756,456
VAT Input Provision {725,097} 180,850

3,688,328 897 A4S

VAT is payable oit ths recaipia hasis. WAT is paivl ovar io SARE only onoe payneil s renalved from deblors.
5. RECEVARLES FROM EXCHANGE T RANSACTIONS

Gross halancss

Rafuss 12,270,728 1,902,180
Property Ranial and other sarvices 14,988 -
Intarast 2,088,504 -

75.266,290 1,102,160

Less: Allowanes for impainment

Refuse (3,557,248} (852,183)
Properiy Renial and niher senvicss (4,348) -
interes! (857,572)

T (3419,168) (862,193

Net balance

Raifuse 8,715,480 446,057
Property Rental and other services 10,648 -
Ofher 2,110,932 -

10,838,060 448,987

-2+
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2043 Restatad 2012
B R

5. RECIEVABLES FROM EXCHANGE TRANSACTIONS (eontinuad)

Ageing:
Refuss
Current {0 -30 days) (4,840} 83,080
31 - 60 days 20,023 28,322
81 - 90 days 18,165 26,335
91 - 120 days 20,852 26,153
121 - 150 days 19,117 20,847
180 days ‘ 72,197,212 1,275,461
12,270,729 1,460,798
Housing rental
Current (0 -30 days) 9,048 (1,019,582}
31 - 60 days 4 524 0472
61 - 90 days 324 9,243
91 - 120 days - 8,221
121 - 150 days - 8,870
- 180days 1,100 624,827

14,998 {358,048)

Interest

Current (0 -30 days) 527,982 -
31 -60days 310,646 -
&1 .90 days 308,612 -
91 - 120 days 306,528 -
121 - 150 days 304,805 -
180 days 1,008,822 -

2,958,198 -

S
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5. RECIEVABLES FROM EXCHANGE TRANSACTIONS {sonitinued)

summary of debtors by customer clagsification

Residential

Currant (0 -30 days) 228,311 (26,378)

31 - 60 days 77,767 102,877

g1 - 90 days 108,251 99,250

91 - 120 days 104,727 258,615

121 - 365 days 90,120 26,702

180 days 3,685,655 3,402,040
4,294,831 3,773,106

Industrlal/ commerclal

Current (0 -30 days) 151,870 37,135

31 - 60 days 52,814 14,620

61 - 90 days 52,203 14,449

91 - 120 days 51,181 14,449

121 - 150 days 49,734 14,449

180 days 1,851,756 1,413,626
2,209,558 1,508,728

Other

Current (0 =30 days) 554 604 {486,579)

31 - 60 days 379,872 259,968

61 - 90 days 366,497 490,565

91 - 120 days 331,030 257,112

121 - 150 days 371921 250,819

180 days 25,455,321 7,235,380
27,488,445 8,007,281

I 2012 the Municipality had to wiile off an amousi of 11 878 183 a3 bad Jebis, The smount wiiien off relaies o bob

raoeivabizs from pon -Swhanga spansacions and exchangs ransasilons. {Refar o nole 23).
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2013 Restated 2012

R R
g CASH AND CASH EQUIVALENTS
Cash and cash sguivalenis consist of:
Cash on hand 1,942 -
Bank balances 9,088,569 -
Other cash and cash equivalents 15,279,941 10,605,167
Bank overdrait - (2,017,982)

24,388,452 $,677,1858

Current assets 24,368,452 10,695,187
Current liabilities - (2,017,982)
24,368,452 8,677,185

The munlcipality had the following bank accounts

Account nuinber / description Bank statement balances Cash boolk balancas
30 June 2043 June 30, 2042 June 30, 2011 June 30, 2013 June 3T, 2042 June 30, 2011

First National Bank - Public 9,103,042 (2,017,982} (4,505,301) 0,086,569 {2,017,982) (4,505,301)
Sacior Chegue Account -
82022000898 (MAIN BANK

ACCOUNT)

First National Bank - Business 5,221,509 - - 5,221,609 - -
Fied Deposit - 74371 58586865

First National Bank - Eguitabiz 28,595 TO8, 745 1,000 28,595 766,746 1,000
Share - 52270686616

Firet Mational Barik - Municipal 8,857,143 6,826,312 3,369 8,857,143 3,826,312 3,369
nifrastructure Grant -

B2706687531

First Wationa! Bank - Call 2,250,820 2,187,380 2,118,443 2,250,820 2,487,380 2,118,413
Accoui ~-BIN4BNATADE

First Matonal Bank - Planning BE,532 97,306 56,097 08,552 07,508 96,087
Anpount = 81684000085

First Mational Bank - Resans /7,088 B3,236 5,471 £7,088 55,250 55,441
Account - 32035020508

Firat Mationsl Bank - Small 7EG,274 751,178 - 756,274 751,178

Town Revitalisation -

52352053301

First Naiional Bank MBI - - - -
#2414340824

Eirst Mational Bank Raies - - - . -
5241434973

First Mational Baink EPWE - - - . - . .
5241435293

FNB Call Accouni EPWE - - - - - - -
82414353441

FNE Busingss FMG- - - - - - .
§2414356594

FMNE Call Account FMG - - - - - . .
£2414358912

ENB Business LED - - - - - . .
52414360025

=NB Call Accourt LED - - - - - - -
62414360983

FNE Busingss - FoABATB2945 -
Patty Cash 1,042 .
Total 24,354,925 8,677,188 (2,221,011} 24,368,482

- 1,942 - -
6,677,186

e e T S S i
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2013 Restated 2012
R R

7. INVESTHENT PROPERTY

2013 2012
Cost ! Carrying valus Cost f Carrying value
Yaluation Valuation
Investment property 5,430,000 5,430,000 5,430,000 5,430,000
Reconciliation of Investment property - 2093
Opening Total
balance

Invesiment propery 5,430,000 5,430,000

Reconeiliation of investment property - 2012

Opening Total
balance
Invesiment properiy 5,430,000 5,430,000

Detalls of propeity

Brf 2220 Paddle - Land Bxtent 4340m2
Land is leased io Engan Petrolium for 14,050 per morth with an esealaiion clause of
10%

Land - markat valug 2,880,000 2,880,000

Erf 447 Hamburg

Portion of e Caravan Park is leased o Mrs Dorago for BR1,500 par mioith.
Land - mariet valua

Building - markst valua

2,550,000 2,050,000

Valuation of invesinent propsrty ¥es done and e valustion serkiicaiss Wwas iwayed affactive fom 01 July 2012

4

8. PROPERTY, PLANT AND ECHLIPRIEMT

2013 2012
Cost ] Accuimulated Carrying valus Gost! Accurnulated Carrying value
Valuation  depresialion Valuation  depreciation
el and
accumulated aceumuiaiad
impalinmant impalmment
Land 45,974,315 . 45074316 45874318 - 45974316
Buildings 60,684,530 {6,885,047) 53,708,503 55512480 (4,945,492) 50,566,803
Plant and machinary 4,527 423 (1,613,678) 2,915,644 2,297,423 {1,192,420) 1,103,003
Eymiliure and fidures 2,301,481 {1,368,854) 932,607 2,064,498 {1,085,987) 985,501
Motor vehicles 6,070,735 {2,219,012) 4751723 4,143,197 (2,291,887) 1,851,310
Office equipment 526,359 (414,248) 112,111 447,589 (350,270) 147,619
1T eguipmeant 1,484,200 (©15,694) 568,512 1,089,147 (760,063} 320,094
infrasiruciue 83,748,649 (41,739,949 42,008,700 83,804,319 (29,844.813) 53,549,508
Mainignance Eguipment 393,088 {181,908) 211,193 343,752 {147,839) 195,213
Security Equipmeiit 341,905 (270,650) 71,249 305,808 (224, 432) R1,376
Oiher Assels 121,236 (73,029} 48,207 91,286 (54,778) 36,518
Capital YWork in Progress 9,404,849 - 9,404,548 9,201,092 - 9,201,092
Park facilities 4 '7105,002 {1,276,038) 3,428,867 4,705,002 (257,026) 3,747,978
Total 254,193,799 (56,265,935} 164,224,861 209,920,224 #1,847,007) 1 58,073,217

.90,
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3. PROPERTY, PLANT AND EQUIPMENT (continued)
Reconciliation of property, plant and equipment - 2013
Opening Additions Disposals Depreciation  Wilte off Total
balance
Land 45,074,316 - - - - 45,974,316
Buildings 50,566,993 5,182,045 - (1,950,455} - 53,798,583
Plant and imachinary 1,105,003 2,230,000 - (421,159) - 2,013,844
Furniture and fixdures 995,501 236,923 - {299,887} - 932,607
Motor vehicles 1,851,310 3,699,625 {48,225) (650,987) - 4,751,723
Oifice equipment 147,619 28,470 - (63,978) - 112,111
IT equipment 320,094 395,058 - (146,840} - 568,512
Infrastructure 53,849,506 54,330 - (11,885,136) - 42,008,700
Other property, plant and 195,913 49,348 - (34,088) - 211,183
eguipment
Security equipment 81,376 38,096 - (46,223} - 71,249
Other Assats 36,518 29,840 - (18,251} - 48,207
Capital Work in Progress 9,201,002 278,757 - - (75,000} 9,404,849
_Park facilities 3,747,978 - {319,009) - 3,428,987
188,073,217 12,120,660 {48,225) (15,845,791) (75,000) 164,224,861
Reconcillation of property, plant and squipment - 2012
Opening Additions Transfers Beienfion Depreciation  Write-offe Total
balance
Land 45 974,318 - - - - - 45974318
Buildings 44 880,282 - 7,438,644 - (4,751,910 - 50,568,883
Plaint and machinery 1,276,654 56,217 - - {227,865 - 1,405,003
Furniiure and fhaures 1,194,675 20,490 - - (289,664} - 905 501
Motor vehicles 2,000,140 200,439 - - {439,269) - 1,851,310
{ffice sguipmsit 219,843 4817 - - {77,121} - 147,618
IT equipme: 396,157 172,489 - - (243,852} - 320,004
infrasiruciire 53,545 508 - - - - - 53,548,508
Mairtenancs aguipment 230,288 - - - {34,375) 195,913
Seourity aquiproant 128,825 803 - - {45,352) - 71,378
Othar Assats B84 777 - - {13,255 - 55818
Capiial Work in Prograss 13.208,254 12,069,009 (17,854,181} 74,953 - {05,000} 0,201,01222
Pa facilities 4,083,085 - - - {399,008) - 3,747,876
167,565,742 {10,415,550) 74,980 {3,451,379) 95,8007 168,073,217

A ragisier containing the information requirad by saniion 83 of the Munizipal Fingnca Managamant Act is availabls for inspaadion
st the ragistersd offics of the municipelity.

9. IMTAMGIELE ASSETS

2013 ' 2012
Gost/ Acsumulated Carnying valus Caost ! Accumulaisd Garrying valus
Valuaiion  amorisation Valuation amortisation
and and
aceumulatsd aseumulaisd
impairment impairmant
Corpuier soiwars and 1,180,860 (13,292) 1,177,668 - - -

implameniation
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9. INTANGIBLE ASSETS (continued}
Recenciliztion of intangible assets - 2013
Opening Additlons Ameortisaiion Total
balance
Computar sofiware - 1,120,880 (13.292) 1,177,568
Reconcliiation of lntangible assets - 2012
Opening Total
balance
Computer sofiwars - -
10, FINANGE LEASE OBLIGATION
Minimum lease payments dus
- \yithin one year 128,000 181,404
-in second to fifth year inclusive 73,500 189,500
189,500 380,904
lese: future finance charges (14,207} (45,874)
Prasent value of minfmurm lsase payments 188,293 335,030
Prasent value of minimum leass payinants dug
- within cne yaar 113,948 149,737
- It second 1 fifih year inclusive 71,345 185,203
186,293 335,030
Mon-current liabilities 71,345 185,293
currant lHabilities 493,848 149,737
B 185,203 336,030
Tha avai s torm is 5 years and ihe averags efisciive borrowing Tate is linkad o prima rale. Imarasi rates ars fixad at ihe
gointradt ieozses have fied repayment tarms. No arrangemanis have besn anerad in for conifngait renl Ofigalions

undar finance teasas ara securad by e lessor's e o the leasad assat.

99, PAVABLES FROM EXDHAMGE TRAMSAGTIONS
8,187,024 4,580,801

Trade payables

Acciued leave pay 2,228,371 862,568
Oriher 1,202,712 -
Arcruac bonus 836,540 724,482
Retensions 245,789 74,849

12,703,438 8,263,120
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2013 Restated 2012
R R

12, UMSPENT CONDITIONAL GRANTS AND RECEIPTS
Unspent conditional grants and recelpts comprises of:
Unspent conditlonal grants and recsipts
Municipal Infrastructure Grant (MIG) 20,934 426 7,260,920
Local Economic Devalopment (LED) 327,803 221,756
Small Town Revitalisation Grant - 304,293
Human Resource Development Grant (HRD) - 94,383
BaseD9ec Roads 1,000,100 -

22,262,129 7,881,422

The amount of i1 000 100 for Base Road 09z¢ is siill under investigation by the Municipality regarding its purpose.
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2013 Restated 2012
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14, SERVICE CHARGES

Refuse removal 451,021 417,386

15, RENTAL OF FACILITIES AND EQUIPMENT

Pramises

Venue hire 15,789 105,644

Eacilities and equipment

Rental of equipment 56,496 -
72,287 105,644

18, OTHER REVENUE

Other Incomea 463,666 1,184,711

47. PROPERTY RATES
Rates received

Residential

24,743,873 23673677
Less: Income foragone -

(1,074,787)
23,669,076 23,873,677
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i8. GOVERNMENT GRANTS AND SUBSIDIES

Eauitable share

Expanded Public Works Programmea (EPWP)
Municipal Infrasiructure Grant (MIG)

Local Econowic Developmeit Grant (LED)
Financial Management Grant (FMG)

Municipal Sysiems Improvement Grant (MSIG)
Small Town Revitalisation

Hurnan Resource Development Grant (HRD)

Equitable Share

In terms of the Municipal Finance Management Act (Act 55 of 2003), this grant 8 used io
services o indigeni community members. All registered indigents raceive & monihly subsidy

The grant is unconditional and fully utilised in the year of recsipt.

Tha grant was recsived from National Treasury.

Municipal Infrustructure Grant (MIG)
Balance unspant at beginning of year

Curreni-yesr recaiplis
Condiijons met - ransiamad (o ravenus

The grant wag resivad fom Mational Trsasury.
The grant wag used o conatiction of comimunity halis and owansion of aosees mads.
Hunicipal Syslenm:s mproverent Srant SN}

Currant-yoar raosipiz
compdiions mat - ransiarad 10 rayehlie

The grani was ramaivad from Provincial COETA.
Tha grant was used for stipens for ward Coromitiess.
Expanded Public Works Prograinme [EPWP)

Curreni-year rsceipis
Conditions mat - ransfeiad o revenue

The grant was recsived from Provincist COGTA.
The grant was used o pay salavies.

Finansial Management Grant {FHIGY
Currani-year racsipia

Conditions mat - transfamad o revenus

52,426,000 55,140,000
135,304 -
5,824,564 0,986,010
265,398 377,972
1,354,551 1,450,001
800,000 790,000
744,924 438,160
122,689 61,529
71,673,430 68,261 872

subsidise the provision of basic

which is funded from the grant.

7,260,920 -
20,834,000 17,257,000
{5,524,504) (9,996,010)
232,370,426 7,260,890
$00,600 790,000
{B00,0003 {753,000)

1,000,000 -
{135,304 -

864,696

1,500,000 1,450,000
(1.354,351)  (1,450,000)
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NOTES TO THE ANNUAL FINANGIAL STATEMENTS
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18. GOVERNMENT GRANTS AND SUBSIDIES (continuad)

146,449 =
The grani was received from National Treasury.
This grant was used to pay salaries and information technology infrastruciure expenses.
Local Economic Developmant {(LED)
Balance unspeni at beginning of year 221,756 111,808
Current-yaar receipts 371,245 487,922
Conditions met - transferred to revenue (265,396} (377,972)

527,803 221,758
The grant was received from Provincial COGTA.
These granis were used for personnel costs.
smalt Town Revitalisation Grant.
Balance unspent at beginning of year 304,293 -
Curreni-year raceipts 440,631 740,453
Conditions met - fransferred o rgvenus (744,924} (438,160}

304,293

Tha grant was raseivad from Provincial COGT A

The granis wers uaed io pay personnal cosis and the raintanancs of roads.

i
- 3G -
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19, EMPLOYEE RELATED COSTS

Employee related costs - salaries and wages 20,511,886 18,842,683
Bonuses 1,450,794 1,437,476
Coniributions for UIF, pensions and medical aids 4,017,727 3,312,328
Redemption of leave 77,803 222 538
Travel, motor car, accommadation, subsistence and other allowances 2,302,153 1,013,403
Housing benefits and allowances 31,748 30,276

28,492,111 25,758,684

The amounis below have been included above.

Remuneration of Municipal Managsr

Annual Remuneration 155,398 359,708
Travel, motor car, accormodation, subsistence and other allowances 43,925 63,000
Coniributions to UIF, Madical Aid, Pension Fund - 4,856
Celiephone allowance 10,000 -

208,323 A27 564

The Municipal Manager 's contract was terminaied during 2012 /2013 and there was a new Aciing Mugnicipal Manager employed
during the curreni financial period.

Remuneration of Chisf Financs Officer

Annual Remunaration 833,183 583,778
Travel, motor car, accommadation, subsisiancs ana other alicweanss 120,000 128,000
Contribuion to UIF Medical and Pansion funds - 8,170
Cellphons allowance 8,600 -

759,163 717,849

Remuneration of Exssuiive Manager Comrunity Seivices

Annual Remunsration 833,464 583,778
Trave!, motnr oo, accommodiation, subsistance and other allowanses 120,000 128,788
Conihotions o UIE, Madical and Pension Funds - 2,401
Acting Allowanss Afy 184 27,208
Caliphong sllpwance 3,000 -
799,848 748,248
Remuneration of Executive Manager {Gorporate Bawices)
Annual Remunegration 833,484 583,778
Travs!, motor car, accemmodation, subsistance and oiher alowancss 120,000 128,081
Coniributions 1o UIF, Madical and Pension Funds - 8,089
Aciing allowance - 43,5892
Callphong alinwancs 3,000 -
759,464 761,544
Pemunsration of Exacutive Manager Technical Seivices
Annual Remuneration 175,228 535,131
Contributions 1o UIF, Madical and Pension Funds - 7655
Travel, motey car, accammodation, subsisiaince and oiher allowancss 10,000 115,500
Ceallphone 500 -
185,728 658,200
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(Registration number EC126)
Annual Financial Staiements for ine year ended June 30, 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2013 Rastated 2012
R R

20, REMUNERATION OF COUNCILLORS

Executive Mayor 627,082 640,620

Mayoral Commitiee Members 262,603 1,445,458

Speaker 505,860 505,680

Councillors 3,208,361 3,080,241

Traveling allowances 1,345,633 -

Councillors’ Pension, and Medical Aid Contributions - 703,453

Other Allowances 194,392 57,925
8,233,711 8,433,427

The rernuneration of councillors is based on the upper limit set by the Government Gazetie.

24, DEPRECIATION AND ARORTISATION

Property, plant and eguipment 15,845,794 14,257,930

intangible assets 13,202 -

15,559,086 14,257,930

22, @RANTS AND SUBSIDIES PAID

EPWF 128,134 -

FMG 1,354,551

LED Grant 265,399 502,043

MSIG Grant 800,001 -

Srnall Town 744,924 -
3,290,009 582,043
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23. GENERAL EXPENSES
Accomodation expenses 2,377,804 1,677,857
Administration 133,207 -
Advertising 512,727 132,336
Agriculiure 1,819,785 040,458
Audit Fees 3,956,205 1,885,472
Audit commitiee expenses 675,078 178,275
Bad Debts 8,458 41,878,193
Banlk charges 169,371 278,790
Beach festival - 28,215
Books and publications 161,883 50,319
Bursaries 42.030 245,900
Communication and public relations - 2,140,973
Computer expenses 84,007 7,094
Confarences and seminars 10,270 29,549
Consultation and professional fees 2,470,049 1,064,910
Consumables 21,529 18,883
DSTY - 7,439
Disaster Managameni 20,280 15,200
Electricity 1,622,183 3,681,150
Employee assisiance programme 153,774 2,900
Entertainment 553,986 139,925
Environmenial Awarenass Frogramime 60,820 5,750
Financial recovary olan and straiegy 574,943 1,808,965
Fusl and oil 065,465 638,002
Hire of equipmeant 184,625 14,300
NP reviewal 973,824 400 759
Increass in provision of landfill sites 3,084 130,559
insurance 276,045 301,803
intar Governmenial Relations 31,140 3,790
Inierest on audit feas 58,415 74,583
Inveniory liams 162,550 106,738
Leave Pay 181581 -
Legal expansas 151,280 2,272,785
Lifs Savouy Hirs 153,600 208,900
Long Benice Bonus 348,000 -
- Loss on witts off of assais - 500,814
Mator vehicle expensss 162,581 7,850
Oiher eipenses 577,189 323,438
Oniireach programmeas 197,278 213,320
PMS Heview 245 000 17,041
PMU cosits 83,430 143,811
Pest Sontrol - 4,004
Printing and staiionary 371,511 334 027
Refuse 118,775 85,481
Ranial of offics equipmant 483,070 234,471
SRU 500,180 344,148
Seourity 265,900 -
Small Town Revsiilisaiion B33,463 429 361
Subseriptions and membarship fses 4,415 5,030
Telsphions 794,044 8902 450
Tourism cevelopimant 898,367 366,267
Training 76,524 544,319
Travel - iocal 363,465 496,205
Uniforms 225,723 187,582
Valuation cosis 818,016 502,078
Ward Commitiass 244 987 -
Waner Municipal Use 1,167 422 175,466

26,889,770 95,336,488

-549-
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24. CASH GENERATED FROM OPERATIONS

Surplus 6,070,238 1,604,796

Adjustments for:
Deptecialion and amortisation
Lose on sale of assets and liabiliiies

15,859,068 14,257,930
{197,157) {2,135,100)

Finance costs - Finance leases 21,624 36,738
Debt impairment 9,645,760 7,863,786
Movemants in provisions 349,084 633,750

500,814

Loss on write off of asseis

Other cash item

Changes in working capital:

Recsivables from non-exchange transactions
Receivables from exchange {ransaciions
Payables from exchange transacions

VAT

Unspent conditional grants and recelpts
Repaymeni of finance lease

7,384,032 4,015,304

(8,772,089)  (960,794)
(20.230,863)  (4757,777)
5450313  (5.946,725)
(2.168,880) 310,568
14380707 7,881,422
(35,789)  (139,730)

25,056,366 23,1 64,894

25, EVENTS AFTER THE REPORTING DATE

The Municipality igposed of some of the movable assals through a public suction that was held the 25 July 2013
The Municipal Manager was appoiniad on the i1 September 2013
25, UMAUTHORISED EXPENDITURE

faconsiiation of unalihorised sxpanditure

Cipering balance 8,752,803 7,752,893
Unauthorised expendiiue CUITSTIE ySaT (22,925,887) -
£14,173,004) T 8,782,893

o

Finanoe costs 2]
Pamiesiaiion / Amnorlisation 15,859,087
Dbt npaitmant 4,788,412 -
Ganeral @panses 2,256,574 -

- A0 -
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97. FRUITLESS AND WASTEFUL. EXPEMDITURE
Opening balance 644,814 608,390
Fruitless and wasteful expenditure current year 5,505,647 38,415
Less: Amounts approved for condonation (72,540) -
Lese: Amounts recoverable (not condonad) (177,326) -
5,990,496 844,814
Detzils of Erultlass and Wasteful Expenditure
20,400 -

Accommodation for councillors
Accommadation for councillors 45,800

Subsistence and traveling 6,240 -
Audiior General 177,326 -
Auditor General 74,616 -
Eslkormn Holdings 170 -
Eskom Holdings 138 -
Tellkom BA 108 -
Thalkweni Consulting - venug suppoit 51,243 -
Thakweni Consuliing - venus support 69,996 -
Tavor Motor Group 414,000 -
Thakwant Consuling - vanus support 118,130 -
Daniel Study Canire 40,841 -
Danial Study Cenire 37,221 -
Thatweni Consulting - venus support 65,094 -
HTE Conauiiing 65,000 -
HTE Consuling 32,400 -

4,220,623 -

28, IRREGULAR EXPEMDITURE
10,323,830
(30,398,324)

Dpaning balancs
Addl: leraguiar Bxpendiire - ourant yaar
Lgss: Amaunis appeoyad by soundit and fnrwardad o condoning authority

T T
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R

Restated 2012

28. IRREGULAR EXPENDITURE (coniinued)
Detalls of irregular expenditure — surrent ysar

Venus support -

Venus support

Supply & delivery of Motor Vehicles
Venus support

Balancing of irial balance to be submitted for
annual financial statemants

Venus support
Praparation of the budget
Preparaiion of the budgst
Talaphona book company
Talgphons book corpany
VAT raviayy

Servina provider | catsring produces
SBupply and dalivary of haidwag
Babcock BEguip

Rapairs and maintcnaines

Gogoor Clsaning

Marvarick Trading

LT Alics Sacurity Training & Ssivices
Fob Construction jv SGT
CS&Tiv

Cors facts 111800

Amava Trading oo

Cora facts 111800

Hoh Construction jv SOT

MNT jv

Cl&Tiv

Fizat dynamics

Talkom $.A

MNT jv

Nisehenzo Plant hirs

ANM Consulting Enginners
Tyuma Blocks

Miser Trading

Supply and delivery of bakkies
Professional Consulling services
ANM Consuliing Enginesis

Disciplinary steps takenlcriminal proceedings
Acting Niunicipal Manager to make a follow up as
per Section 32 of the MFMA and prepare a report

Acting Municipal Manager to make a follow up as
per Section 32 of the MFMA and prepare @ report

Acting Municipal Manager to make a follow up as
per Section 32 of the MFMA and prepare a report

Acting Municipal Manager to meke a follow up as
per Sgction 32 of the MFMA and prepare a repork

Acting Municipal Manager to make a follow up as
per Section 32 of the MFMA and prepare a repori

Acting Municipal Manager to make a follow up as
per Section 32 of the MFMA and prepare a report

Aciing Municipal Manager fo make a follow up as per
Saction 32 of the MFMA and prepare a rapoit

Agting Municipal Manager to make a follow up as par
Saction 22 of the MEMA and prepars & rapori

Acting Municipal Manager o make a follow up as per
Saction 32 of the MFMA and prapare a repart

Municipal Manager to make a follow U 88 par
Sariion 32 of the MFMA and prepars 2 repor

Municipa! Manager o maka @ follow 1 a8 per
Baction 32 of e MEMA and prepars 2 r'sport

51,243
69,996
414,000
65,004
118,130
49,704
40,641
57,221
47 940
35,040
198,553

103,500
17,280
29,130
29,500
119,700
288,800
Be0,327
430,870
686,220
49,500
558,220
860,327
900,437
764578
1,558,875

633,167
572,110
275,584
850,144
923,800
772,800
358,190
275,584

42 :
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28. IRREGULAR EXPENDITURE (sontinued)
Hino Buitalo 483,698
Toshiba lasarfax 20,425
TKS Projects (PTY) LTD 62,221
element Consulting Enginesrs “
Williams Hunt -
Asande Projecis -
Mongkha Logisiics Selutions ifa 5.A coast 29,859
guards
Chuleto/Kamvajv enginesrs 83,003
HTB Consuliing 527,900
ZIYANDANDA BUSINESS 772,800
SHINE THE WAY 376 CC 3,300
Accommodation 7,500
Supply and delivery of goods and services 39,672
Supply and delivery of goods and services 30,872
Catsring 25,580
Catering 51,120
Provision for life guards 495,360
Catering 39,700
Accommodation 334,050
Accommodation 45,071
Catering 50,485
Caitering 61,000
Caitering 4,400
Catering 14,850
18,085,513

29. ADDITIONAL DISCLOSURE IN TERMS OF THE MUMIGIFAL FINANCE MANAGEMENT AGT
Audit fass

2,124,975 1,790,437

Opening balancs
Currarnti year subscrinion / fse
Amaent paid - ourrent yaar

PAYE and UlF

Currant year subscription / fea
Arnount pald - curmnt yeaar

Pansion and Medical Ald Dadustions
Currant year subscription / ise

Aot paid - current year

VAT

VAT receiveble

VAT output payabies and VAT input receivables |

Al WVAT returs have been submitied by 13 due daia throuphout the year,

2,220,010
{1,855,472)

4412198 4,028,051
(4412,148)  (4,028,051)
6078,969 2,833,310
(6,878,969)  (2,333,310)
3,066,325 597,445
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33. COMMITMENTS
Authorisad capital expenditure

Alrsady coniracted for but not provided for
o Property, plant and equiprment 14,018,818 2,370,063

This cormitied sxpanditure relates io infrastructure and will be financed by Municipal Infrastruciure Grant.

34. CONTINGENCIES

A dispute of unfair lsbour practice has been lodged by Mr Gwinisa with SALGABC and Arbitration will be on the 22 August
2013. The matter was refferad to Wesley Pretorious. The poieniial liability associated with this case could not be asceriained.

Mogushwa Municipality vs Miisa Security and Cleaning Services -The municipality is being sued by Proman Business
Consultants CC for alleged services rendered at the instance of ihe municipality., and damages allegedly as a result of breach
of contract.

Ngaushwa Municipality vs Maggabi Seth Zitha Attorneys-

The Municipality has been sued by Atiorneys, Maggabi Seth Zitha, for the alleged legal services rendared o the Municipality as
par irregular resolutions taken in an irregular meeting.

Ngoushwa Municipaiity vs Zoyislle Witness Kanzi -This maiter involves two actions one brought by the Municipality and one
brought agaitist the Municipality. The first action is Case No.413/2008 and ii is brought against Zoyisile Withsss Kanzi for the
amourtt of R150 000 in respect of Claim 1 which was for fruitless and wasteful expenditure and Claim 2 is an amount of R247

125.75 in respact of also fuitless and wasteful expendiure andior firegular expenditure. In respect of Case MNo. 661/2008 the
Municipality is being sued by My Kanzi for an amount of R178 782 allagedly arising ouf of the breach of nonirac

Amathole Distrizt Municipality

The muricipality has e disagreament with Amathols District Municipality regarding ihe matier of the waier bill amounting to R 8
809058, The paymant of this amount is rermole and the selilemant peried of this dispuls can not be aatimatad raliably.

The wage-curys agresment Habiliy

anant sinee no job avaluations havs ysi baan

Tha Municipatity did not provide for iha incrrment in ams of ths wage Cuive agr
ais 03 8 rasult of the wage cuve SgreSman.

done and consenusidy it s impracticabls io reliably maasure ths obligaiion ihat ax

Contisngant liabilifies

Warrant of smoution aye Sizwe Gonsuling Enginssrs vs LM V3,00
KANZI - RECOVERY OF LOSSES 573,907
MILISSA SECURITIES & CLEANING 178,783
MAGQAR SETH ZETHA ATTORNEYS 134,524
Amathole District Municipality 8,891,058

Contingent asssels

Subsegusnt to the disciplinary hsaiing in respect of he iriilless and wastelul sxpenditue referrad o In Noie 27, civil
procesdings have commeiced againsi the employess concsined 0 rscover fha amouris according o Council's legal advisors,
it is probable that the procsedings will resuli in the recovery of he full amount and this recovery is viriually carain.
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35. RELATED PARTIES
Relatlonships
Accounting Officer Refer to accounting officer’s repori note

Members of key management s V Mbelani (M)
Ms V. Fonoza (Acting CFO)
Ms B.B. Maliza (Acting Corporaie Sarvices Manager)
Wir N.M Mio (Community Services Manager)
Mr 8.5, Mnweba (Acting Technical Services
Wianager)

The Depart of Local Governmeni provides support io the Local Municipality through funding the part payment toward ihe salary
of the Municipa! Manager.

Member of the key managemeant provites services to the Municipality which in iurn pays their short and long term employes
henefit costs.

Relatesd party transactions

Municipal Manager's part salary
Salary for 8 monihs (20000 per manih) 120,000 -

Compensation to accounting officer and other key managemant
Shori-isim employes bensfits 2,230,735 2,646,176

w i -
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38. PRIOR PERIOD ERRORS
Previously — Reclassification Correction of  Restated
siated airor
Statement of Finanelal Position
Current Assets
Receivables from non-sxchangs transactions 3 1,570,335 - 1,891,165 3,461,500
Vat receivables 4 1,102,537 - (205,092) 807,445
Receivables from exchange transaclions 5 3,228,855 - - 3,228,855
Cash & cash equivalenis 3] 10,695,167 - {10,895,187) -
5,901,727 - (9,008,094)  (3,107,367)
Mon-current assets
Investment property 7 3,423,013 - 2,006,887 5,430,000
Property, plant and equipmsnt 8 198,225,263 - {30,152,051) 188,073,217
Intangible assets 9 37,671 - (37,871) -
201,685,052 - (28,182,735) 173,503,217
Current liabilities
Payables from sxchangs transacon 14 9,419,705 - (3,168,585) 6,253,120
Bank Qverdrafi & 1,248,568 - 769,413 2,017,962
Unspent conditional grants 12 7,881,422 {7,881,422) -
Finance lsasa obligation 10 148,737 - {149,737) -
18,549,606 - {10,428,331) 8,121,365
Mog-currant llabilitiss
Mon-current piovisions 1% 2,575,838 - {1,058,600) 1,219,238
Mzt assets
Aonumaied suplus 104,534,804 287,390 (22977,735) 174,044,549
Housing devaloprmant fund 2,187,390 2,187, 58 -
197,022,284 174,044,549
Staternani of Financhkl Perfoianss o o
Revanus
Properiy rates 17 94,795,484 11,878,183 23873877
Expendiiure T o -
Depreciation and anoriisation 21 (8,573,454 - (A804441) (14,257,930
Finance costs Y] - {38,738 (38,738
Deh iimpairmiant (8,087 345) - (2,206,448) (7,863,796
Repairs and mainisnance (3,491,595) - {486,087y (3879482
Granis and subsidies paid 22 - - (592,043) (592 (43)
Canaral eXpanses o5 (24,218,324) {(12,118,184) (36,336,488)
(42,340,558) - (20,725,821) (63,066,2';?"?)
Cash Flows Sialsment o ;
Cash flow from opsrating aciivities
Net cash flows from operating sctivities 26,024,128 “ (8,0956,408) 19,927,722
Cash flow from Investing activities
Purchase of proparty plant and eauipiteit 8 (14,322,944) - 3,168,762  (11,157,182)
Procaads from sale of fixed assels - - 1,634,285 1,634,288
Cash fows from financing astivilies
Finanse laase paymenis (7,444) (7, 444)

Net cash and cash equivalents
cash and cash equivalents at the snd o the yeay

9,446,587

(769,412

8,677,186
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37. RISK MANAGERMENT
Liguidity fsk

The Municipality's risk to liquidity is a result of the funds available to cover future commitments. The Municipality manages
liguility risk ihrough an ongoing review of future commitmenis and grant receipts.

Cash flow forecasts are prepared and adequate uiilised borrowing facilities are monitorad.

Interest rate sk
The municipality's interest bearing assets arg included under cash and cash equivalents.

The municipality’s income and operating cash flows are substaniially independent of changes in market interest raies due to the
short tarm nature of interest bearing assets.

At year end financial assets exposed {0 interest rate risk were as follows:
Cash and cash eguivalents - R24 368 452, (2012 - R10695 187)

Balances with banks, deposits and all call and current accounts atiract interest at rates that vary with South African prime rate.
The municipality's policy is o manage interest rate risk 50 that fluctuations in variable rafes do not have o material impact on
the surplus / deficit.

Surplus funds ars invested with banks for fixed terms on fixad Inieresi raies not exceading one year. For details refer Note 8.
Gradit risk

Cradii fisk consists mainly of cash deposits, cash eguivalenis, and acooUnts receivabla. The Munisipality only deposile cash
with major baiks with high guality credit standing and limis exposurs to any ona eouniar-party.

Azcounts recelvabla comprise 8 widespread customar base. Manags nant evaluated aradit risk miating i these cusiomers on
an ongaing basis. If customers are indepandsntly rated, thess ralings are wsed. Othenyiss, if thers is no indepenclent rating, sk
control nssesses tha oredit quality of e group of cusiomars, iaking inlo ancount their financial poaition, past exparisnce and

gilar facinrs.

Financial assals exposad w credil risk at ysar end ware &5 foliows:

Finansial instrumeant 20138 ani2

Gash and cagh squivaienis 24 368,452 10,685,167
Trade recaivables from non - SXChange Fansactions 15,078,543 5,005,555
Fageivahlas from 2xchangs ransasion:s 10,885,080 449,957
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SCHM DEVIATION REGISTER

1.

Transaciion Description

Construction of Ngawele community hall

Construction of Peddie Exiension hall

Construction of Prudoh community hall

Construction of Bhongweni community hall

Professional services for Myeleni-Qeio access roads
Development of IDP and SDBIP

Implemaniation of ERP systeir

Audi Cenire East London

The supplanentary infonnation pressiisd doss nok forim part of the annual fnancia

Circumstances {
Reascns which led to
davigtion from KO

Lack of capacity to the Tyume blacks

highast bidder

Lack of capacity to the GJ & TJ jv

highest bidder

Lack of capacity io the Gorefacis
1116ce

highest bidder

Lack of capacity to the Hob
Construction

highest bidder

MNams of
service
provider

Lack of capacity to the ANM

highesi bidder
This was the only
tenderer

Section 32
Appointment

Mayor's car was
bought

HTB

Consuliing
Camealsa
Consuliing
Group

Audi Cenire
East London

Finatization
Date

Wednesday,
August 15,
2012
Tuesday,
November 13,
2012
Wednesday,
October 17,
2012
Wednesday,
October 17,
2012

Friday, March
1, 2013
Fricay, March
15, 2013
Thursday, April
25, 2013

Friday, Juna 7,
2013

Amouint

944,603
853,280
878,750
956,570

548,288
461,300
1,800,000

560,772

—

T 7.102,563

S S — )

- 59 .

| stavemants and 16 unaudited






