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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

STATEMENT OF MUNICIPAL MANAGER'S RESPONSIBILITY

| am responsible for the preparation of these consolidated annual financial statements, which are set out on pages 4
to 68, in terms of Section 124(1) of the Municipal Finance Management Act{Act no 56 of 2003) and which | have
signed on behalf of the municipolity.

| certify that the salaries, allowances and benefits of Councillors as discussed in note 23 of these annual financial
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the
Remuneration of Public Office Bearers Act and the Minister of Provincial and Local Govermment determination in
accordance with this Act.

MH NKosi
Accounting Officer

Richards Bay
27 September 2013
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

STATEMENT OF CHANGES IN NET ASSETS

-y

—

r

—

-

(

——

C

-

 p—

[

Outside
Aciﬂg‘l’;‘s’"’d Partners Total
Interest
R R R
Group
Balance at 01 July 2011 previously reported 905 538 331 192 560 905 730 891
Changes in net assets
Changes in accounting estimates {275 236) - (275 236)
MIG VAT transferred fo own revenue - refer to note 20 & 39 27 057 862 - 27 057 862
Net income/(losses) recognised direclly in net assets 26782 626 - 26782626
Surplus for the year - restated 227 220 532 30917 227 25) 449
Total recognised income and expenses for the year 254003 158 3097 254 034 075
Distribution by partnership - {26 521) {26 521)
Tolal changes 254003 158 43%6 254 007 554
Balance at 01 July 2012 - restated 1 159 541 48¢ 1946 956 1159738 445
Changes in net assels
Surplus for the year 184 335 356 31958 184 367 314
Distribulion by partnership - {33 894) (33 8%94)
Tolol changes 186 335 354 {1 936) 186 333 420
Balance as ot 30 June 2013 1 345 874 845 195 020 1 345 071 845
Municipality
Balance at 01 July 2011 previously reporied 905 538 331 - 905 538 331
Changes in net assets
Changes in occounting eslimales {275 236} - {275 234)
MIG VAT transferred to own revenue - refer to nole 20 & 39 27 057 862 - 27 057 862
Net income/(losses) recognised direclly in net assels 26782626 - 26 782 626
Surplus for the year restated - refer to note 39 227 220 532 - 227 220 532
Total recognised income and expenses for the year 254 003 158 - 254 003 158
Total changes 254003 158 - 254 003 158
Balance at 01 July 2012 - restated 1159 541 489 - 1 159 541 48¢9
Changes in net assets
Surplus for the year 184 335 356 - 186 335 356
Tota! changes 184 335 356 - 186 335 356
Balance as at 30 June 2013 1 345 874 845 . 1 345 874 845
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

STATEMENT OF COMPARISON OF MUNICIPAL BUDGET AND ACTUAL AMOUNTS

Budget on Accrual Basis

Actual Difference
Approved " amountson  between final Note
budget Adjustments  final Budget comparable  budgetand reference
basis actuol
R R R R R
Statement of Financial Position
Cumrent Assets
Inventories 7 431 000 7 431000 726917 {361 829) 40
Cumrent portion of long-term receivables 181 000 181 000 37921 (143079) 40
Accounts receivable from exchange
tfransactions 20 536 000 20 534 000 14 501 684 (6 034 318) 40.10a
Accounts receivable from non exchange
tfransactions 11 870 000 11 870 000 37791179 25921179 40.10b
Cash and cash equivalents 346 105 000 3446 105 000 445 848 491 99743471 40.1)
384 323 000 - 3846 323 000 505 448 446 119 125 444
Non-Current Assels
Property, plant and equipment 1237 932 000 95874000 1333805000 1174251299 (159 554701) 40.12
Intangible assets - - 1077 033 1077033 40.12
Investments in municipal entities 48911 000 48 911 000 24 672 820 (24 238 180) 40.13
Long-term receivables 453 000 453 000 440 148 (12852) 40
1287 296 000 95874 0001383 170 000 1 200 441 300 (182 728 700)
Tolal Assets 1673 619 000 95874000 1769493000 1705889 744 (43 603 254)
Liobilities
Current Liabllilles
Curmrent portion of long-term Liabilities 8212000 - 8212 000 10595110 2383110 40.14
Payables from exchonge transactions 131 317 000 - 131 317 000 136 409 601 5092401 40.15
Consumer deposits 7 458 000 - 7 458 000 92113835 1655835 40.16
Defined benefit obligations - - - 435 000 435000 40.17
Unspent conditional grants and receipis - - . 32 460 451 324460451 40.15
Provisions 2222000 - 2222000 16 490 794 14268794 40.17
149 209 000 - 149 209 000 205 504 791 56 295 791
Non-Current Liabilities
Long term liabilities 102 257 000 - 102 257 000 78 874 001 (23 382 999) 40.14
Defined benefit abligations - - - 18 029 000 18029000 40.7
Provisions 101 588 000 - 101 588 000 57 605107 (43 982 893) 40.17
203 845 000 - 203 845 000 154 508 108 (49 334 892)
Tolal Liablitties 353 054 000 . 353 054 000 380012 899 6 958 899
Net Assets 1 320 545 000 95874000 1416439000 1345876 847 {70 562 153)
Reserves
Accumulated Surplus 1 320 565 000 95874000 1416439000 1345876847 (70 562 153)
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

STATEMENT OF COMPARISON OF MUNICIPAL BUDGET AND ACTUAL AMOUNTS

Budget on Accrual Basis

Actuol Difference
Approved . amounts on  between final Note
budget Adjustments  Final Budget comparable  budget and reference
basis actual
R R R R R
Cash Flow Statement
Cash flows from operating aclivilles
Receipts
Receipts from consumers and other debtors 50 843 000 - 50 843 000 55 834 999 4991 99% 40.18
Grants 575 363 000 7 053 000 5§82 416 000 582042063 (373 937) 40
Interest income 24 433000 2678 000 27 111 000 27 147 411 36411 40
Prior year cash utilised to fund curent
expenditure - 104 188 000 104 188 000 - (104 188 000) 40.19
650 639 000 113 919 000 744 558 000 685 024 473 (99 533 527)

Payments
Employee costs {434 614 000) (33910000} (470524000) (108015259) 362508741 40.20
Suppliers - - . {294115187) (294 115187) 40.20
Finance costs {6 336 000) {2 205 000} (8 541 000) {13 490 294) (4 949 298) 40.21

(442950 000) (36 115 000) (479 065000) (4154620742) 43 444 258
Net cash flows from operating activities 207 689 000 77 804 000 285 493 000 249 403 731 (36 087 25%)

Cash flows from Investing activities

Payment of property. plant, equipment {236 926 000) (84063000) (320989000) (167 323862) 15346465138 40.22
Purchase of other intangible assets - - - {92 800) (92 800) 40.22
Decrease in non curent receivables {60 000} - (40 000) 52 653 112653 40

Decrease in non cumrent investments 21 000 000 21000000 40.23
Movement in investments in municipal

enfities - - - 533976 5§33 974 40.24
Net cash flows from investing activities {236 986 000) {84 063 000) (321049000) (145830033) 175218 967

Net movement In other financial liabllities

Repayment of long-term ligbilities (7 844 000) - (7 844 000) {24 442 108) (16 598 108) 40.25
Increase / (decrease) in consumer deposits 368 000 - 348 000 - (348 000) 40
Net cash flows from financing activities {7 474 000) - (7 476 000) (24 442 108) (16 966 108)

Net (decrease) / increase In cash and cash

equivalents {36 773 000) {6 259 000) (43 032 000) 79 131 590 122 163 590

Cash and cash equivalents at the beginning

of the year 330 804 000 330 804 090 366 716 903 35912 903

Cash and cash equivalents at the end ot the

year 294 031 000 {6259000) 287772000 445848493 158 074 493
10
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.2 Consolidation
Basis of consolidation

The consolidated annual financial statements incorporate the financial statements of the municipality and
municipal entities controlled by the municipality.

On acquisition, the assets and liabilities of a municipal entity are measured at fair value at the date of acquisition.
The interest of outside pariners are stated at the minorities proportion of the foir values of the assets and liabilities
recognised. Subsequent to acquisition the assets and liabilities and interest of outside parties are measured at
amortised cost.

The results of municipal entities acquired or disposed of during the year are included in the consolidated
statement of financial performance from the effective date of acquisition or up to the effective date of disposal,
as appropriate.

Where necessary, adjustments are made to the annual financial statements of municipal entities to bring the
accounting policies used into line with those used by the municipality and other municipal entities included in the

group.

Ali significant transactions and balances between members of the group are eliminated on consolidation.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.3 New standards and interpretations

Changes in accounting policies that are effected by management are applied retrospectively in accordance
with GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects or
the cumulative effect of a change in policy. In such cases, the municipality shall restate the opening balances of
assets, liabilities and net assets for the earliest period for which retrospective restatement is practicable.

- The following new GRAP standards have been Issued but are not yet effective.
GRAP 18 - Segmental reporting
Compliance with this standard would have had an effect on the presentation only. Financial information would
have been reported by segments. The disclosure of this information will assist users of the financial statements to

better understand the municipality's historical performance and to identify the resources allocated to support the
major activities of the municipality.

GRAP 20 - Related party disclosure

This standard of GRAP on related parties will replace the IPSAS 20 standard on related party disclosure. No
significant impact on the financial statements of the Municipality is expected.

GRAP 25 - Employee benefits

This standard prescribes similar requirements to those in terms of I1AS 19: Employee Benefits. Since 1AS 19 has been
applied in developing the current accounting policy, no significant impact on the financial statements of the
Municipaility is expected.

GRAP 105 - Transfer of function between entities under common control

This standard provides the accounting treatment for transfers of functions between entities under common
control. However the impact on the Municipality’s finoncial statements is not expected to be significant due the
fact that the Municipality rarely enters into such transactions. The standard is only expected to have an impact
on the Municipality in respect of any future transfers or functions.

GRAP 106 - Transfer of functions between entities not under common control

This standard deals with other transfers of functions (i.e. between entities not under common control} and requires
the entity to measure transferred assets and liabilities at fair value. It is unlikely that the municipality will enter into
any such transactions in the near future.

GRAP 107 - Mergers

This standard deals with requirements for accounting for a merger between two or more entities, and is unlikely to
have an impact on the financial statements of the Municipality in the foreseeable future.

The following GRAP standards have been issued and are effective for the period commencing 1 April 2012 and
have been applied in the 2012/2013 financial year.

GRAP 21 - Impairment of non - cash generating assets

Non-cash generating assets are assets other than cash generating assets. When the camying amount of a non-
cash generating asset exceeds its recoverable service amount, it is impaired. The standard determines the
requirements and provides guidance on how to impair non cash generating assets. In particular, it provides
guidance on how to determine an asset’s recoverable service amount in the absence of any future cash flows.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.3 New standards and interpretations (confinued)
GRAP 23 - Revenue from non-exchange transactions

Revenue from non-exchange transactions arises when an entity receives value from another entity without
directly giving approximately equal value in exchange. This standard determines the requirements and provides
additional guidance on how to account for revenue from non-exchange transactions. In particular, it requires
the entity to recognise revenue from grants received, to the extent that there are no further conditions attached
to the grant that give rise to an obligation to repay. Most of the grants received by the Municipality are
conditional grants and revenue is cumrently only recognised when the conditions associated with the respective
grants are met. There is no effect on the financial statements.

GRAP 24 - Presentation of budget information in the financial statements

This stondard determines the specific requirements and provides additional guidance on how to present a
comparison between budgeted and actual amounts in the financial statements, This standard has resulted in the
introduction of a new statement of comparison of budget and actual amounts.

GRAP 26 - Impairment of cash generating assets

Cash generating assets are those assets held by an entity with the primary objective of generating a commercial
return. This standard determines the requirements and provides guidance on how to impair cash generating
assets, being assets that are expected to generate a commercial benefit. The standard is not applicable to the
municipality as the nature of services rendered by the municipality are not to generate a commercial retum.

GRAP 103 - Heritage assets

Heritage assets are assels that have a cultural, environmental, historical, notural, scientific, technological or
artistic significance and are held indefinitely for the benefit of present and future generations. The impact of this
standard has been assessed and the municipality has not applied the standard has it has no assets classified as
heritage assets.

GRAP 104 - Financial Instruments

This standard will introduce some relatively significant changes when compared to 1AS 39, especially in the way
financial assets are classified and treated. Notwithstanding the aforementioned classification changes, the
financial impact of this standard being applied is expected to be limited.

1.4 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or o
residual interest of another entity.

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference between that initial amount and the maturity amount, and
minus any reduction {directly or through the use of an allowance account) for impairment or uncollectibility.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation.

Cumrency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchonge rates.

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's
statement of financial position.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.4 Financial instruments (continued)

Transaction costs are incremental costs that are directly atfributable to the acquisition, issue or disposal of a
financial asset or financial liability. An incremental cost is one that would not have been incumred if the entity had
not acquired, issued or disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that
have fixed or determinable payments, excluding those instruments that:

¢ the entity designates at fair value at initial recognition; or

* are held for trading.

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an
active market, and whose fair value cannot be reliably measured.

Financial instruments at fair value comprise financial assets or financial liabilities that are:
 combined instruments that are designated at fair value;

Classification

The municipality has the following types of financial assets (classes and category) as reflected on the Statement
of Financial Position or in the notes thereto:

Class Category
Cash and cash equivalents Financial asset measured at amortised cost
Finance lease receivables Financial asset measured at amortised cost
Long term receivables Financial asset measured at amortised cost
Accounts receivable from exchange transactions Financial asset measured at amortised cost
Accounts receivable from non exchange transactions  Financial asset measured at amortised cost
Short term investment deposits Financial asset measured at amortised cost
Investment in fixed deposits Financial asset measured at amortised cost
Investment in municipal entity Financial asset measured at amortised cost

The municipality has the following types of financial fiabilities (classes and category) as reflected on the
Statement of Financial Position or in the notes thereto:

Class Category
Long term liabilities Financial liability measured ot amortised cost
Payables from exchange transactions Financial iability measured at amortised cost
Bank overdraft Financial liability measured at amortised cost
Short term loans Financial liability measured at amortised cost
Current portion of long term liabilities Financial liability measured at amoertised cost
Consumer deposits Financial liability measured at amortised cost

Inttial measurement of financial assets and financial llabilities

The municipality measures a financial asset and financial liability initially at its fair value that are directly
attributable to the acquisition or issue of the financial asset or financial liability. Transaction costs are added to
financial instruments carried at amortised cost or cost.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.4 Financial instruments (continved)
Subsequent measurement of financial assets and financial liabilities

The municipality measures all financial assets and financial liabilities after initial recognition using the following
category:
*  Financial instruments at amortised cost.

Impairment and uncollectibility of financlal assets

The municipality assess at the end of each reporting period whether there is any objective evidence that a
financial asset or group of financial assets is impaired.

Financial assets measured at amortised cost:

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been
incured, the amount of the loss is measured os the difference between the asset's camying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been incumred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced
directly or through the use of an allowance account. The amount of the loss is recognised in surplus or deficit.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss
is reversed directly or by adjusting the allowance occount. The reversal does not result in a carnrying amount of
the financial asset that exceeds what the amortised cost would have been had the impairment not been
recognised at the date the impairment is reversed. The amount of the reversal is recognised in surplus or deficit.

Investment In municipal entities

In the municipality's annual financial statements, investment in municipal entity carried at amortised cost at
reporting date.

1.5 Employee benefits
1.5.1 Short-term employee benefits

Remuneration to employees is recognised in the Statement of Financial Performance as the services are
rendered, except for non-accumulating benefits, which are only recognised when the specific event occurs.

The municipality has opted to treat its provision for leave pay as an accrual, included under current liabilities.

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the
employee renders the related service. The liability for leave pay is based on the total accrued leave days at year
end and is included in payables from exchange transactions.

1.5.2 Defined contribution plans

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

The municipality’s contributions to the defined contribution funds are established in terms of the rules governing
those funds. Contributions are recognised in the Statement of Financial Performance in the period in which the
service is rendered by the relevant employees. The municipdlity has no further payment obligations once the
contributions have been paid.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.5 Employee benefits (conlinued)

1.5.3 Defined benefit plans

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan.
Post-retirement health care benefits v

The municipality has an obligation to provide post-retirement health care benefits to certain of its retirees.
According to the rules of the medical aid funds, with which the municipdlity is associated, a member {who is on
the current Conditions of Service), on retirement, is entitled to remain a continued member of the medical qid
fund, in which case the municipality is liable for a certain portion of the medical gid membership fee.

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

Long-service allowance

The municipdlity has an obligation to provide long-service allowance benefits to all of its employees. According
to the rules of the Long-service Allowance Scheme, which the municipality instituted and operates, an employee
(who is on the current Conditions of Service), is enfitled to a cash allowance, calculated in terms of the rules of
the scheme, after 5,10, 15, 20, 25 and 30 years of continued service. The rules of this obligation was applicable for
the first six (6) months of the financial year and were amended to 10, 15, 20, 25, 30, 35, 40 and 45 years of
continued service. The municipality's liability is based on an actuarial valuation. The projected unit credit method
is used to value the liabilities. Actuarial gains and losses on the long-term incentives are accounted for through
the Statement of Financial Performance.

Defined benefit plans

The municipality contributes to various defined benefit plans on behalf of its qualifying employees. These funds
are multi-employer funds (refer 1o Note 15 of the Annual Financial Statements for details). The contributions to
fund obligations for the payment of retirement benefits are charged against revenue in the year they become
payable. These defined benefit funds are actuarially valued triennially on the discounted cash method basis.
Deficits are recovered through lump sum paymenits or increased future contributions on a proportional basis from
all participating municipalities.

1.6 Provisions

Provisions are recognised when:
* the municipdlity has a present obligation as a result of a past event;
* it is probable that an outflow of resources embodying economic benefits or service potential will be
required to settle the obligation; and
* areliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present
obligation at the reporting date.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service
potential will be required, to settle the obligation.

A provision is used only for expenditures for which the provision was originally recognised.

Provision for the rehabilitation of the refuse landfill site is determined at best estimate by consulting engineers.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.7 Property, plant, equipment

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

Initial Recognition

The cost of an item of property, plant, equipment is recognised as an asset when:

* itis probable that future economic benefits or service potential associated with the item will flow to the
municipality; and
* the cost of the item can be measured reliably.

Property, plant, equipment s initially recognised at cost on it's acquisition date or in the case of assets acquired
ot nil or nominal consideration the deemed cost, being the fair value of the asset at acquisition date.

The cost of an item of property, plant, equipment is the purchase price and other costs attributable to bring the
asset to the location and condition necessary for it to be capable of operating in the manner intended by the
municipality. Trade discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

Where an item of property, plant, equipment is acquired in exchange for a non-monetary asset or monetary
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair
value (the cost). If the acquired item’s fair value was not determinable, it's deemed cost is the carrying amount of
the asset(s) given up.

When significant components of an item of propery, plant, equipment have different useful lives, they are
accounted for as separate items [major components) of property, plant. equipment for purposes of
depreciation.

Costs include costs incurred initially to acquire or construct an item of property, plant, equipment and costs
incurred subsequently to add to, replace part of, or service it. If o replocement cost is recognised in the carrying
amount of an item of property, plant, equipment , the carrying omount of the replaced part is derecognised.

The initial estimate of the costs of dismantiing and removing the item and restoring the site on which it is located is
also included in the cost of property, plant, equipment , where the entity is obligated to incur such expenditure,
and where the obligation arises as a result of acquiring the asset or using it for purposes other than the production
of inventories.

Recognition of costs in the camying amount of an item of property, plant, equipment ceases when the itemis in
the location and condition necessary for it 1o be capable of operating in the manner intended by the
municipality.

Major spare parts and standby equipment which are expected to be used for more than one period are
included in property, plant, equipment . In addition, spare parts and standby equipment which can only be used
in connection with an item of property, plont, equipment are accounted for as property, plant, equipment .

Subsequ ement

Subsequent expenditure relating to properly, plant and equipment is capitalised if it is probable that future
economic fair value of the subsequent expenditure can be reliably measured.

Subsequent expenditure incured on an asset is only capitalised when it increases the capacity for future
economic benefits associated with the asset.

Where the municipality replaces part of an asset, it derecognises the part of the asset being replaced and
capitdlises the new component.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.7 Property, plant, equipment (continued)

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

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

Depreciation

Each part of an item of property, plant and equipment with a cost that is significant in relotion to the total cost of
the item is depreciated separately.

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

Land, with the exception of landfill sites and cemetery, is not depreciated as it is regarded as having an infinite
life. If the cost of the land includes the cost of site dismantlement, removal and restoration, that portion of the
land asset is depreciated over the period of benefits or service potential, obtained by incuring those costs.
Depreciation on assets other than land is calculated on cost, using the siraight line method, to allocate their cost
to their residual values over the estimated useful lives of the asset. The depreciation method used reflects the
pattem in which the asset’s future economic benefits or service potential are expected to be consumed by the
municipdlity. Components of assets that are significant in relation to the whole osset and that have different
useful lives are depreciated separately,
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.7 Property, plant, equipment (continued)

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

tem

Land

. Permanent

Buildings

Other buildings

Plant and Equipment

*  Weed Eater

. Lawn Mower

e Other

«  Skid Mounted Fire Response
Furniture

Computer Equipment
Infrastructure Electricity

o Electrical Kiosk

. Electrical Meters

s Street Lights

. Electrical Lines and Cables
*  EHectrical Switchgear

. Power Transformers

Infrastructure - Plant & Equipment

¢ Heavy Duty Infrastructure Pumps

. Unspecified Infrastructure Assets

e Standby Generators Sets - Water & Sewerage Camps

Infrasfructure Sewerage Services
e Sewerage Containment

e Sewerage Network

e Sewerage Purification

Infrasfructure Sofid Waste Cell Services
e  Solid Waste Cell
e  Cemetery

Infrastructure Water Services
. Small Schemes

Water Abstraction
Water Network

Water Purification
Water Storage

Motor Vehicles

Bakkie, LDV, Sedan & Tanker
Truck

Trailer & Caravan

Forklift

Tractors

Equipment
¢  Office Equipment

Expected useful iife
30 years
30 years

2 years
2 years
Syears
15 years

10 years

5 years

15 years
15 years
15 years
40 years
40 years
40 years

15 years
15 years
15 years

50 years
50 years
50 years

7 years
15 years

20 years
20 years
20 years
20 years
50 years

7 years
7 years
Syears
5years
15 years

5 years
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.8 Intangible assets (continved)

An intangible osset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential.
Amortisation is not provided for these intangible assets, but they are tested for impairment annuolly and
whenever there is an indication that the asset may be impaired. For all other intangible assets amortisation is
provided on a straight line basis over their useful life.

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

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

ltem Useful lite
Computer software, other 3vyears

The gain or loss is the difference between the net disposal proceeds, if any, and the camying amount. 1t is
recognised in surplus or deficit when the asset is derecognised.

DRerecognition
Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits
or service potential expected from the use of the asset. The gain or loss arising from the disposal or retirement of

an inlangible asset is determined as the difference between the sales proceeds and the camying value and is
recognised in the Statement of Financial Performance.

1.9 Impairment of non-cash-generating assets

Cash-generating assets are those assets held by the municipality with the primary objective of generating a
commercial returmn. When an asset is deployed in a manner consistent with that adopted by a profit-orientated
entity, it generates a commercial retumn.

Non-cash-generating assets are assets other than cash-generating assets.

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the
systematic recognition of the loss of the asset's future economic benefits or service potential through
depreciation {amortisotion).

Canmrying amount is the amount at which an asset is recognised in the Statement of Financial Position after
deducting any accumulated depreciation and accumulated impairment losses thereon.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs
and income tax expense.

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

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction
between knowledgeable, willing parties, less the costs of disposal.

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its
value in use.

Useful life is the period of time over which an asset is expected to be used by the municipality.
Identification

When the carrying omount of a non-cash-generating assei exceeds its recoverable service amount, it is impaired.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.9 Impairment of non-cash-generating assets (continued)

The municipality assesses at each reporting date whether there is any indication that @ non-cash-generating
asset may be impaired. If any such indication exists, the municipality estimates the recoverable service amount of
the asset.

Irespective of whether there is any indication of impairment, the municipality also tests a non-cash-generating
intangible asset with an indefinite useful fife or a non-cash-generating intangible asset not yet available for use
for impairment annually by comparing its carrying amount with its recoverable service amount. This impairment
test is performed at the same time every year. If an intangible asset was initially recognised during the current
reporting period, that intangible asset is tested for impairment before the end of the curent reporting period.

1.10 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 operating lease if it does not tfransfer substantially all the risks and rewards incidental to
ownership.

1.10.1 Finance leases - The municipality as a lessee

Finance leases are recognised as assets and liabilities in the Statement of Financial Position at amounts equal to
the fair value of the leased property or, if lower, the present value of the future minimum lease payments. The
comresponding liability to the lessor is included in the Statement of Financial Position as a finance lease obligation.

The discount rate used in calculating the present value of the fulure minimum lease payments is the interest rate
implicit in the lease.

The lease payments are apportioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term 50 as to produce a constant periodic rate of
the remaining balance of the liability.

1.10.2 Operating leases - The municipality as a lessee

Payments made under operating leases (net of any incentives received from the lessor) are charged to the
Statement of Financial Performance over the period of the lease.

1.11 Inventories

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal
consideration, then their costs are their fair value as at the date of acquisition.,

Subsequently inventories are measured at the lower of cost and, net redlisable value or current replacement
cost.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date.

The cost of inventories comprises all costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and
segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the first-in, first-out {FIFO} formula. The same cost formula is used for all
inventories having o similar nature and use to the municipality.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.11 Inventories (continved)

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period
in which the related revenue is recognised. If there is no related revenue, the expenses are recognised when the
goods are distributed, or related services are rendered. The amount of any write-down of inventories to net
redlisable value or current replacement cost and all losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an
increase in net realisable value or current replacement cost, are recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.

1.12 Tax

Iax Expense:
The municipality is exempt from taxation in terms of section 10(1){A) of the Income Tax Act.

Value Added Tox [VAT):

The municipality accounts for VAT on the accrual basis, based on the approval received from the Commissioner
for South African Revenue Services to an application by the Municipality, permission has been given to remit or
claim for value - added tax on the payments basis for debtors and creditors.

1.13 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those
inflows result in an increase in net assets.

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished,
and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other
partly in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settied, between knowledgeable,
willing parties in an arm's length transaction.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of frade discounts and
rebates.
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uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.14 Borrowing costs (continued)
Capitalisation is suspended during extended periods in which active development is interrupted.

Capitdlisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended
use or sale are complete.

When the municipality completes the construction of a qualifying asset in parts and each part is capable of
being used while construction continues on other parts, the enlity ceases capitalising borrowing costs when it
completes substantially all the activities necessary to prepare that part for its intended use or sale.

All other borrowing costs are recognised as an expense in the period in which they are incurred.
1.17 Budget information

Municipalities are typically subject to budgetary limits in the form of appropriations or budget authoerisation's {or
equivalent), which is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by municipalities shall provide information on whether resources were
obtadined and used in accordance with the legally adopted budget. Due to the fact that the two municipal
entities are not, by any means, liable to budget for their financial activities and thus do not make any form of
budgets publicly available, GRAP 24 is therefore not applicable to the entities and thus the consolidated financial
statements only reflect information for the municipality in this regard.

1.18 Unavthorised expenditure

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

1.19 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure means expenditure which was made in vain and would have been avoided
had reasonable care been exercised.

All fruitiess and wasteful expenditure is recognised as an expense in the Statement of Financial Performance in
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the
expense, and where recovered, it is subsequently accounted for as revenue in the Statement of Financial
Performance.

1.20 Imegular expenditure

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

Consolidated Annual Financial Statements for the year ended 30 June 2013

ACCOUNTING POLICIES

1.21 Commitments
ltems are classified as commitments where the municipality commits itself to future transactions that will result in
the future outflow of resources. Capital commitments are nol recognised in the statement of Financial Position as

a liability but are included in the disclosure note 29, for approved and confracted commitments, where the
expenditure has been approved and the contract has been awarded at the reporting date.

1.22 Related parties
The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by
the South African Govermment. As a consequence of the constitutional independence of the three spheres of

government in South Africq, only entities within the national sphere of government are considered to be related
parties.

Management are those persons responsible for planning, directing and controlling the activities of the
municipdlity, including those charged with the govemance of the municipality in accordance with legislation, in
instances where they are required to perform such functions.

Close members of the family of a person are considered to be those family members who may be expected to
influence, or be influenced by, that management in their dealings with the municipality.

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed.
The municipality applies IPSAS 20 for related parties in the absence of an effective GRAP standard.

1.23 Comparative figures

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

1.24 Events after report date

Events after the reporting date that are classified as adjusting events are accounted for in the annual financial
statements. The events ofter the reporting date that are classified as non-adjusting events have been disclosed in
the notes to the annual financial statements.

1.25 Contingent assets and contingent liabilities

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

1.26 Currency of presentation

These consclidated annual financial statements are presented in South African Rands.

29



= =

(

r

C

I

"

C—

—

L

uThungulu District Municipality

Consolidated Annual Financial Statements for the year ended 30 June 2013

NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS

2. New standards and interpretations
2.1 Standards and interpretations effective and adopted in the cumrent year

In the current year, the municipality has adopted the following standards and interpretations that are effective
for the current financial year and that are relevant to its operations:

Effective date:  Expected impact:

Years beginning

on or after

*» GRAP 23: Revenue from Non- 01 April 2012
exchange Transactions

Standard/ Interpretation:

No significant impact as most grants received are
conditional grants and revenue Is recognised
when the conditions are met.

The standard requires the municipality to present
a comparrison between budgeted and actual
amounts in the financial statements. A new
statement of comparison of budget and actuals
has been included.

Currently not relevant to the municipality as it has
no assets classified as heritage assets.

No significant impact unless camying amount of
assets exceed depreciated replacement cost.
Currently not relevant to the municipality os the
nature of services rendered by the municipality
are not for the generation of a commercial
return.

No significant impact expected as
notwithstanding classification changes, the
financial impact of this standard being applied is
expected to be limited.

+  GRAP 24:. Presentation of Budget 01 April 2012
Information in  the Financial
Statements

¢ GRAP 103: Heritage Assets 01 April 2012

*  GRAP 21: Impairment of non-cash- 01 April 2012
generating assets

* GRAP 26: Impairment of cash- 01 April 2012
generating assets

+«  GRAP 104: Financial Instruments 01 April 2012

2.2 Standards and interprefations issued, but not yet effective

The municipality has not applied the following standards and interpretations, which have been published and are
mandatory for the municipality’'s accounting periods beginning on or aﬁer 01 July 2013 or later periods:

Effective date: Expected impact:
Years beginning

Standard/ Interpretation:

on or after
¢  GRAP 18: Segment Reporting 01 April 2013 Unlikely to be significant as the effect is on
presentation only.
*  GRAP 25; Employee benefits 01 April 2013 This standard prescribes similar requirements

to those in terms of IAS 19: Employee Benefits.
Since |AS 19 has been gpplied in developing
the current accounting policy, no significant
impact on the financial statements of the
Municipadlity is expected.

GRAP 105: Transfers of functions 01 April 2014
between entities under common

control

GRAP 106: Tronsfers of functions 01 April 2014
between enfities nol under

common control

Currently not relevant to the municipality due
to the municipality rarely enters into such
transactions.

Cumrently not relevant to the municipality as it
is unlikely that the municipality will enter into
any such transactions in the foreseeable
furture.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2003 2012 2013 2012

R R R R
5. Accounts receivable from non exchange ransactions
Deposits 3490212 3396102 3490212 3396102
Employee, councillor account transactions 836514 1165440 834 514 1165 440
Grant & other debtors 692036 6996 343 692036 6996 343
Investment interest accruol 3954 455 4617 712 3954455 4617712
Payments received in advance 659 108 703 695 659 108 703 695
uMhlathuze municipality - soccer stadium 4 849 359 8176232 4 869 359 8176 232

14 501 484 25 055 524 14 501 684 25 055 524

é. Long term recelvables
Stoff recoverable bursaries 4483 20314 4483 20314
Staff home loans 435 645 475 587 435 465 475 587
Non - cument assels 440 148 495 901 440 148 495 901
Non-current assets 440 148 495 901 440 148 495 901
Current portion of long-term receivables 37 921 34 821 37 921 34 821

478 049 530722 478 069 530722

Staft home loans

Housing loans were granted to qualifying statf prior to | July 2004, These loans attract interest per the fringe benefit interest rate as
determined by the South African Revenue Services annuglly. These loans will be repayable in accordance with the home loan

agreements,
7. Cash and cash equivalents

Cash and cash equivalents consist of.
Cash on hand

Cash book balances
Callinvestments deposits

Call Investment deposits portfolio is detailed below:

i ol Instituti

ABSA
ABSA
ABSA

NEDBANK
NEDBANK
NEDBANK
NEDBANK
NEDBANK

STANDARD

INVESTEC
INVESTEC
INVESTEC
INVESTEC
INVESTEC

3800 3800 3800 3800

76 695 620 87 552 524 75844 691 86713103
370 000 000 280 000 000 370 000 000 280 000 000
446 699 420 367 556 324 445 848 491 356 716 903

Maturity Date Investment
R

2013/07/10 20 000 000
2013/07726 20 000 000
2013/09/09 30 000 000
CALL 10 000 000
2013/07/04 20 000 000
2013/07/11 40 000 000
2013/07/23 20 000 000
2013/08/12 20 000 000
2013/08/02 40 000 000
2013/07/24 50 000 000
2013/08/08 40 000 000
2013/08/12 20 000 000
2013/08/22 20 000 000
2013/09/11 20 000 000
370 000 000

An average interest rate of 5.32 % (2012 - 5.646 %) was recelved on invesiments placed for the financial year.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

8. Property, plant and equipment (contfinued)

Reconcillation of property, plant ond equipment - 2013

Newly identified

(B)penlng Additlons Disposals Transfers assets at fair Depreclation Impaiment Impoirment Tota!
alance loss reversal

Municipality valve

Buildings 45608175 124 675 - - - {1 727 555) - - 44 005 295
Land 12 474983 - - - - - - - 12474983
Infrastruciure under construction 426 385 397 167 310 671 - {88 048 215) - - - - 505 647 853
Infrastructure 546 722 000 - {78 809) 88 263 869 - {32 227 597) {12 832 675) 600 908 590 447 696
Other assets - assets under construction 2350774 3276383 - {215 654) - - - - 5411503
Other assels 16 866 787 2873163 (186 214) - 523775 {3779 770) (33 770, - 16 263 969
Total 1050408 116 173 584 892 {245 025) - 523 775 {37 734 922) (12 866 445 400 908 1174 251 299
Reconciiiation of properly, plant and equipment - 2012

Group :::::‘eg Additions Disposals Transfers Reclassification  Depreclation lmp:,t:smenf m:::::::m Total
Buildings 46349 123 975882 - - - {1716 830) - - 45608175
Land 12 474983 - - - - - - - 12474 983
Infrastructure under construction 302 466 888 196 954 815 - (76 847 495) 3811189 - - - 426 385397
Infrastructure 499 773 485 221189 - 76 847 495 - {30 683 861) - 563 692 546 722 000
Other assels - assets under construction 5002007 1159 956 - - (3811 189) - - - 2350774
Other assels 19 049 892 2 457 671 593 823 - - {3 889 776) {157 177, - 16 866 787
Total 885 114 378 201 769 513 {593 823] - - (34 290 447) (157 177, 5634692 1050408116
Reconciliation of property, plant and equipment - 2012

Municipatlly Sg:::‘: Addttions Disposals Transfers  Reclassification  Depreciation '"“’;‘;“”’ "‘:e":e“"s':"' Total
Buildings 46349123 975 882 - - - (1 716 830) - - 454608175
Land 12 474 983 - - - - - - - 12474983
Infrastructure under construction 302 466 888 196 954 815 - (76 847 495) 3811189 - - - 426 385 397
Infrastructure 499 773 485 221189 - 76 B47 495 - {30 683 861) - 563 692 546 722 000
Olher assels - assets under construction 5002007 1159 956 - - (3811 189) - - - 2350774
Olher assets 19 049 892 2 457 671 593 823 - - (3 889 776 157 177} - 16 866 787
Total 885 114 378 201 7469 513 (593 823 - - {36 290 467) (157 177) 563692 1050408116

A register containing the information required by section 63 of the Municipal inance Managemeni Act {No. $6 of 2003) is available for inspection at the registered office of the municipatty.
No assets have been pledged as secunty nor have any restrictions been placed on any assets under the conirol of the municipality.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipatity
2013 20012 2013 2012
R R R R

10. Investment in municipal entities
% Holding
uThungulu financing Partnership 99 99
uThungulu House Development Trust 100 100
Carmrying amount
uThungulu Financing Partnership 19 307 087 19 498 698
uThungulu House Development Trust 5365733 5708 098

24 672 820 25206 796
The camying amounts of municipal entities are shown net of
impairment losses.
11, Investments
Non-curent assets
At amortised cost - 21 000 000 - 2] 000 000

An investment was placed with ABSA on 15 July 2011 at an interest rate of 8.70%. The investment was recalled on 2 January 2013 to settle

the Zero coupon held by INCA. Relter 10 note 12.
12. long-term llabllities
Held at amortised cost

ABSA Bank 12.6%

The loon was raised orginally for the development of
uThungulu House building and greater Mthonjaneni Bulk
Water Scheme. Subsequently infrastructure for the landfill site
and sewer treatment plants were constructed therefrom. The
original loan is repayable after a 15 year period {remaining
period 11 years). Interest at 12.6% is payable é monthly in
arrears on the last day of the month.

INCA 13.95%

The loan was raised to finance the purchose and
development of the Regional Solid Waste site. The loan was
settled on 3 January 2013,

INCA 11.95%

The loan was raised to finonce extensions to uThungulu House
ond the development of the Regional Solid Waste site cell 2,
The original loan is repayable after a 15 year period
{remaining period 10 years). Interest at 11.95% is payable é
monthly in amears on the last day of the month.

Obligation under fFinance Headlease

The finance headlease payments represent payments by the
municipality for o headlease property in which the
municipality has a controliing interest ot the end of the lease
through uThungulu Financing Parinership and consist of o
lease over Poriion 2 of ERF 10033 Richards Bay. 2 Haiti, Central
Business District, known s uThungulu House. The original lease
period expires on 31 October 2017, ownership of the property
will vest with uThungulu on the termination of the lease. The
yield to maturity on the lease is 23.81% and is paid 6 monthly
in advance on the last day of the month.

Refer to Appendix A for more information.

40 391 568 42032 370 40 391 568 42032370

- 21 000 000 - 21 000 000

25060 631 26314518 25060 631 26314518

2401692 24 564 331

65452199 89 344 888 8944911 113911 219
39
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Munlcipality
2013 2012 2003 2012
R R R R

20. Government grants and subsidles (continued)

Nationol freasury other grants are used for:

- the promotion and support of reforms to municipol finoncial management; and

- the implementation of the Municipal Finance Management Act (Act no. 56 of 2003}.

The allocation from funder was reduced by an amount of R280 000 through a set off against the levy replacement and Equitable share
tranche in 2012/2013. This pertained to the unspent allocation from 201072011 financial year.

Public donors

Balance unspent at beginning of year 186 184 186 186

Cument-year receipts 239 750 - 239750 -

Conditions met - transferred to revenue {59 750) - {59 750} -
180 188 184 180 186 186

Conditions still to be met - remain ligbilities (see note 16}

The grant received of R 160 000 from Foskor is 1o partner with the district municipality in the fight against HIV and Aids, the grant received
of R 50 000 from BHP Billiton and R 20 0C0 from Bell equipment was for corporate social investment programmes. while the grant received
of R 9 750 from Eyethy engineering was for assistance of bursary applications.

Provinciatl Treasury

Balance unspent at beginning of year 280196 1220833 280 194 1220833
Conditions met - transfemed to revenue - (940 837) - (940 637)
280 194 280 196 280 194 280 196

Conditions still to be met - remain liabilifies (see note 16)

The grant received from Provincial Treasury is used for the uplifiment of the district’s communities through various programmes.

Department of Sport & Recreation

Balance unspent at beginning of year 3813 3813 3813 3813
Current-year receipts ‘ 273 800 - 273 800 -
277 413 3813 277 613 3813

Conditions still to be met - remain ligbilities (see note 16)

The grant received from the Department of Sport and Recreation is used to develop sporting codes within the district. The grant is spent
in accordance with the approved business plan. No funds have been withheld.

Department of Transport

Balance unspent at beginning of year 1 591 846 313770 1 591 846 313770
Cument-year receipts 1 776 000 1 688 000 1776 000 1 688 000
Conditions met - transferred to revenue {1 940 109) (409 924) {1 940109} {409 924)

1427 737 1591 844 1427 737 1591 844

Conditions still to be met - remain liabilities (see note 16)

The Department of Transport grant is used for the development of the public transport plan,

Department of Economic Affalrs and Tourism

Balance unspent at beginning of year 11 842 43 857 11 842 43 857
Conditions met - transferred o revenue - {32015) - {32015)
11 842 11 842 11 842 11 842

Conditions still to be met - remain ligbitities {see note 16)

The grant received from the Department of Economic Affairs and Tourism is for the development and promotion of the district's local
economy and tourism.

Department of Agriculture

Balance unspent at beginning of year 177 708 177 708 177 708 177 708

Conditions still to be met - remain liabilities (see note 16)
The grant received from the Department of Agriculture is for the development of a district agricultural projects.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municipality
2013 2012 2013 2012
R R R R

35. Awards to close family members of persons in the services of the state

Paragraph 45 of the Municipal finance Managemen

t Act, 2003(Act no. 56 of 2003); Municipal Supply Chain Management Regulations

i . child or parent of a person in the service of
states that the particulars of ony award more than R 2 000 made to @ person who is a spouse. ¢l 4 i !
the siate, or has been in the service of the state in the previous twelve(12} months mus! be disclosed as a nole in the financial

statements.

The details are listed below for the year ending 30 June 2013:

Name of person
Capacity

Service Provider
Number of transactions
Total amount

Name of person
Capacity

Service Provider
Number of transactions
Total amount

Name of person
Capacity

Service Provider
Number of transactions
Total amount

Name of person
Capacity

Service Provider
Number of fransactions
Total omount

Name of person
Capacity

Service Provider
Number of transactions
Totat amount

T. Jordan

Deputy Manager: Development Administration (uMhlathuze Municipality)
Audio computer world

26

R587 579

R.Pillay

Educator - Department of Education
KDM Sports CC

7

R190 343

P.V. Dube & E.N. Dube

Educators - Department of Education
liphozovela Multiservices CC

20

R231 085

1.8. Khoza

Superintendent - uMhlathuze Municipality
Phenomenics holdings

1

R117 997

N. Reddy

Prosecutor - NPA Veralum Court
Fana Manufacturing CC

2

R165 300

34. Additional disclosure In terms of the Municipa!l Finance Management Act

Confributions to organised local government

Opening balance - (674 157) - (674 157}
Current year membership fee 969 928 674157 969 928 674 157
Amount paid - current year {969 928) - {969 928) -
Audit fees

Cument year fee 2295 406 2 246 605 2295 406 2246 605
Amount paid - current year {185 793) {291 362) (185 793) {291 362)
Amount paid - previous year {2109 613) {1 955 243) {2109 613) {1 955 243)
PAYE ond UIF

Current year subscription / fee 15850813 14 242 854 15850813 14 242 854
Amount paid - current year (15850813 {14 242 854) {15850 813) {14 242 854)
Pension and Medical Ald Deductions

Cumrent year subscription / fee 14556 216 10 452 681 14556 216 10 452 481
Amount paid - current year (14 556 216} {10 452 681) (14 556 218) {10 452 £81)
VAT

VAT receivable 20 739 529 10 111 401 20 739 529 10 111 401

All VAT retumns have been submitted by the due date throughout the year. The municipality has submitted a Voluntary Disclosure
programme application to SARS amounting to R 3 723 130 and the process has not been finalised.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Municlpality
2013 2012 2013 2012
R R R R
38. Related parties
Relationships
Municipal entities The uThungulu Financing Partnership
vThungulu House Development Trust
Related Party Balances
Investment in municipal entitles
The uThungulu Financing Partnership 19 307 088 19 498 498
uThungulu House Development Trust 5365733 5708 098
Income received from related pariles
The uThungulv Financing Parinership 3385 457 3060734
uThungulu House Development Trust 2734504 2896275
Expenses pald to related parties
The uThungulu financing Partnership 191 611 -
Balances ovtstanding from related parties
The uThungulu Financing Partnership 240162 24 564 33
% Interest in municipal entities
The uThungulu Financing Partnership 99 99
uThungulu House Development Trust 100 100
Related parties transactions
Sub-lease payments
The uThungulu Financing Partnership 5884 907 5642 391

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

vThungulu House Development Trust leases immovable property 1o the uThungulu Financing Partnership. in terms of a financing lease.
The original lease period expires on the 31 October 2017.

Both of the above mentioned entities are incosporated in South Africa,
Key Management Compensation

Key management includes Section 56 managers. Section 57 managers and councillors. The compensation poid or payable to key
management [or employee services and councillor allowances is shown in notes 22 and 23.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

40. Budget and Actuol amount varliances

Variances greater thon 10 % with a value nol less than RS00 000 as referenced on The Statement of Comparison of Budget and Actual
amounts, as reflected on page 8 to page 10 are set out below:

S ancia

40.1 Service charges:

The three dominant factars which contributed 10 the increase in service charges is the higher than expecied raliance on portable water
usage by consumers, the above inflotionary increases in property values wherein our sanitation tariffs are based and the increased usage

40.2 Other income:

The variance between the final budget and actual amounts are attibutable to the unexpectedly higher Seta refund and the related
inflationary increases on other income.

40.3 Government granis and subsidies:

The varonce pertains to certain multi-year grant funded projects which were still in progress as at close of the financial year and
expenditure reloting to the said projects would be recognised on completion thereof.

40.4 Employee related costs:

The final budget is based on the approved crgonogram and reloted salary scales. however positions were vacant during the year under
review with recruitment for certain senior management positions being finalised in the latter part of the year, thus contributing to a
savings. Furthermore the budget includes allocations for the full package of benefits, which were not fully utilised by staff.

40.5 Finonce costs:

The final budget amount of R 15 225 293 includes both capital redemption and interest costs, while the actual amount of R 13 490 294 is
exclusive of capital redemption which is accounted for in long term liabilities per the Statement of Financial Position.

40.4 Repairs and maintenance:

The final budget is based on the premise thal certain water schemes would have become operational during the financial year,
however due to unforeseen circumstances in project implementation this could not be attained, resulting in the savings.

40.7 Bulk purchases:

The final budget is bosed on the premise that certain water schemes would become operational during the financial year, however due
to unforeseen circumstances in project implementation this could not be attained. resuiting in the savings, furthermore agreements with
ihe Department of Water Affairs and uMhiathuze Water Board have not been finalised regarding water extraction levies.

40.8 Contracied services:

The maijor component of the final budget is for the suppert service agent fees for operations of water schemes. The budget is based on
the premise that certain water schemes would become operational during the financial year, however due 1o unforeseen circumstances
in project implementation this could not be attained as well as the impending new support service agent tender: resulting in the savings.

40.9 General expenses:

The variance is mainly attributable to cerlain mulli-year projects that were in the planning stage. in progress and or held in abeyance
pending regulatory outcomes and furthermore operational efficiencias on the various subvotes.

statement of financial position

40.10a Account receivable from non exchange transactions:

The final budget of R 20 536 000 is inclusive of vat . while the actual amount of R 14 501 684 is exclusive of VAT, The VAT receivable as per
the Statement of Financial Position amounts to R 20 739 529 (refer 1o note 4) and is included in accounts receivable from exchange
tfransactions; theretore the comparison of final budget and actual's indicates a variance of R 14 705 213 (R 20 739 529 - R 4 034 316) which
is mainly due to the input VAT on the capital projects spending.

40.10b Accounts receivable from exchange transactions:

The final budget of R 11 870 000 is exclusive of vat, while the actual amount of R 37 791 179 is inclusive of VAT, The VAT receivable os per
the Statement of Financial Position amounts to R 20 739 529 (refer to note 4); therefore the comparison of final budget and actual's
indicates a variance of R § 181 650 { R 25 921 179 - R 20 739 529) which is mainly due to revenue generated from service charges
increasing . as a result of increased consumpfion's. Furthermore the current harsh economic climate is negatively impacting indigent and
poor consumers which is contributing to outsianding debtors.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

40. Budget and Actual amount variances {continued)

40.11 Cash and cash equivalents:

The budgeted investment portfolio holding as at 30 June 2013 was anficipated fo be R325 000 000, however due to cash flow
requirements and surplus cash available from spending trends. the portfoltio as at the 30 June 2013 increased to R 370 000 000. Therefore,
the budget against actual variance amounting lo R 99 743 491 is due 1o investment holdings increasing by R45 000 000 and cash bock

40.12 Property, plant and equipment. and intangible assets:

The finol budget of R | 333 806 000 is inclusive of intangible assets. while the actual amount of R 1 174 251 299 is exclusive of intangible
assets. The intangible ossets os per the Statement of Financial Position amounts to R 1 077 033 (refer to note 9): therefore the comparison
of budget and actual's indicotes a varance of R 158 477 668 (R 159 554 701 - R 1 077 033). The variance is mainly attibutable to
budgeted certain multi-year capital projects not yet completed due to unforeseen circumsiances.

40.13 Investments in municipal entities:

The finol budget includes long term investments. A long lerm investment was placed with ABSA on 15 July 2011 with a matuity dote of 30
December 2015. The investment was recalled on 2 January 2013 1o setile the Zero coupon held by INCA.

The early settlement of the Inca zero coupon loan of R 21 000 000 was originally anticipated to be settled in the 2014/2015 financial year.
however favourable market conditions on the zero coupon coupled with an attractive early settlement term, contributed to the decision

to settle the loan in the current financial year.

40.14 Long term liabilities:
The variance of R 20 999 889 ( R23 382999 - R 2383 110) is directly attibutable 1o the early settiement of the Inca zero coupon of R 21 000
000, as explained in 40.13 above.

40.15 Payables from exchange fransactions:

The final budget of R 131 317 000 is inclusive of unspent conditional grants and receipts, while the actua! amount of R 136 409 601 is
exclusive of unspent conditional grants and receipts. The unspent condifional grants and receipts as per the Statement of Financial
Position amounts 1o R 32 460 451 (refer 1o note 16); therefore the comporison of budget and actual'sindicates a variance of R 37 553 052
R 32 460 451 + R 5 092 401). The variance is attributable to an increase in accounts payables from exchange transactions as a result of

40.16 Consumer deposils:

Deposits are based on the average consumplion of consurners. The increased consumpfion frends has inadvertently contibuted to the
higher than anticipated deposit holding.

40.17 Provisions ond Defined benefit obligaions:

The final budget of R 103 810 000 (R 101 588 000 + R 2 222 000) is inclusive of defined benefit obligations, while the actual amount of R 74
095 901(R 57 605 107 + R 16 490 794) is exclusive of defined benefit obligations. Defined benelfit obligations as per the Statement of
financial Position amounts 1o R 18 464 000 (R 18 029 000 + R 435 000} (refer to note 15): therefore the comparison of budget and actual's
indicales a variance of R 11 250 099 (R-43 982 893 + R 14 268 794 + R 18 464 000). The variance is altributable to assumed variables and
demogrophic profiles of membership which actuarial valuations are based on and the inflationary related costs when determining

w _stat

40.18 Receipts from consumers and other debtors:

The variance is mainly attibutable to the decrease in outstanding debts raised in the previous year.

40.19 Prior year cash utilised to fund curent expenciture:

The variance is attibutable to previous years surpluses which were invested and used to fund current year expenditure, which was not

40.20 Employee costs and suppliers:

The ﬁpol budget of R 470 524 000 is inclusive of supplier costs, while the actual amount of R 108 015 259 is exclusive of supplier costs. The
supplners costs as per the Cash flow statement amounts to R 294 115 187 therefore the comparison of budget and actual’s indicates a
variance of R 68 393 554(R 342 508 741 - R 294 115 187) . Refer 1o 40.4 to 40.9 above for further explanation to the variance.

40.21 Finance costs:

The variance in attibutable to the early settiement of the Inca zero coupon of R 21 000 000.

40.22 Purchase of property.plont and equipment and intangibles:

The final budget for property, plant and equipment included the i i i
! 8 purchase of intangible assets. The vari i i
capital budgets. Refer to 40.12 above for further explanation to the variance. s oriance fs mainly due fo unspent
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

40. Budget and Actual amount variances (continued)

40.23 Movement in non current investments:

The variance is attibutable to the early setllement of the Inca zero coupon and the subsequent withdrawal of the related investment.
Refer to 40.13 ond 40.14 above for further explanation 1o the variance.

40.24 Movemaent in investiment in municipal enfities:
The movement in municipal enfity investment is determined at year end and therefore could not be determined at budget stage.

40.25 Repayment of long term liabilities:
The variance in atfributable to the early settlement of the Inca zero coupon of R 21 000 000. Refer to 40.14 above for further explanation
to the variance.

41. Unauthorised, Fruitless & Wasteful and Inegular expenditure

There is expendilure resulling from leove payments made to the former Municipal Manager. Executive Director Corporate Services and
Deputy Municipal Managers, as they were not able to take leave due to work commitments: as well as long service awards were paid o
Deputy Municipal Manager Finance. Council will deliberate and resolve on these payments once an item has served before them. Refer
to note 22 which outlines remuneration paid to sectfion 56 and 57 managers.
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UTHUNGULU DISTRICT MUNICIPALITY
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Group Munlclpality
2013 2012 2013 2012
R R R R

43. Going concern

We draw attention to the fact that at 30 June 2013, the group and municipality had accumulated surplus of R 1 346 071 865 and R 1 345
874 847 respectively and that the group ond municipality's total assets exceed its total liobilities by R 1 346 071 865 and R 1 345 876 847

The consofidated annual financial statements have been prepared on the basis of accounting policies applicable to o going concern.
This basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities,
contingent obligations and commitments will occur in the ordinary course of business, dependant on the receiving of equitable share

allocations.
44, Events after reporiing date

At the dote of submission of the consolidated annual financial statements there were no known events.
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LONG-TERM LOANS

INCA @ 13.95%

ANNUITY LOAN

INCA @ 11.95%
ABSA @ 12.6%

TOTAL EXTERNAL LOANS

LONG -TERM LOANS
ANNUITY LOAN

APPENDIX A
GROUP
UTHUNGULU DISTRICT MUNICIPALITY: SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2013

Balance at 30 June  Received during the Redeemed written off  Balance at 30 June

Redeemable 2012 period during the period 2013
Date Rand Rand Rand Rand
2014/12/31 21 000 0O - 21 000 000 -
21 000 000 - - -
2023/06/30 26 314 519 1253 887 25 060 631
2024/06/30 42032 371 1 640 802 40 391 568
68 346 890 - 2894 689 65 452 199
21 000 000 21 000 GO0 -
68 346 890 - 2 894 689 65 452 199
89 346 890 - 23 894 689 65 452 199
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APPENDIX D
MUNICIPALITY
UTHUNGULU DISTRICT MUNICIPALITY: SEGMENTAL STATEMENT OF
FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013
Restated Restated 2012
2012 Restated 2012 Surplus / (Deficit)
““‘t‘:'dxgiz"" " Actual Rand 2013 2013 Actual 2013
Expenditure Year Actual Income Year Expenditure Year Surplus / (Deficit)
to date Rand to date Rand to date Rand Rand

Executive & Council 35242013 -35 242 013 Executive & Councll 29 408 004 -29 408 004
Finance & Admin 441 330 598 45 061 320 396 269 278 Budget and Treasury Office 385 894 166 34 271 940 351 622 226
Planning & Development - 8 890 411 -8 890 411 Planning and Development 12 178 304 -12 178 304

[Community & Social Services 216 751 8952 309 -8 735 558 Community and Social Services 270 030 15611 835 -15 341 80

Public Safety - 6 803 024 -6 803 024 Public Safety 5278 997 -5 27899
Environmental Protection 14 388 953 6 770 060 7 618 893 Environmental Protection 15 930 421 7140 671 8789 750
Waste Management 8 444 903 29 741 095 -21 296 192 Waste Management 11 722 007 26 714 270 -14 992 263|

Waste Water 3 740 114 42 816 159 -39 076 044 Waste Water 61975 135 59 426 395 2 548 74
Water 169 595 942 226 220 339 -56 624 396 Water 181 625 235 245 277 970 -63 652 735
Corporate Services 35 773 252 -35 773 252

637 717 261 410 496 730 227 220 532 657 416 994 471 081 639 186 335 355||
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APPENDIX E
GROUP AND MUNICIPALITY
UTHUNGULU DISTRICT MUNICIPALITY: ACTUAL VERSES BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR ENDED
30 JUNE 2013
oTaer
Additions Construction Total Additions Budget Varlance
Rand Rand Rand Rand Varlance Rand % Explanation of Significant Varlances greater then 20% versus Budget
Property, Plant & Equipment
Executive & Council 183 293 - 183 293 282 500 99 207 35% Work in Progress
Finance and Admin 2813541 2919547 5733088 12 096 544 6 363 456 53% Work in Progress
Planning & Development - - - 483 500 483 500 100% Work in Progress
Community & Social Services 1403 372654 374 057 7 541 699 7 167 642 95% Work in Progress
Public Safety 5400 5400 896 467 891 067 99% Work in Progress
Environmental Protection - - - 120 000 120 000 100% Devolution of Environmental Health Services not yet finalized.
aste Management - - . 17 707 518 17 707 518 100% Work in Progress
ater 71184 159 765 452 159 836 636 253 473 956 93 637 320 37% Work in Progress
aste Water - 7 545 223 7 545 223 8 586 337 1041114 12%
3 074 821 170 602 876 173 677 697 301 188 521 127 510 824 42%
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