Ehlanzani District Municipality
Annual Financial Statements
for the vear ended 20 June 2013




Ehlanzeni District Municipality
a3

Anrwal Financial Statements for the year ended 30 June 2015

SGeneral Information

iayoras commities

Executive Mayor LA Bhangwe
Councillors MJ Mavusa

T8 Mdlub

f Mnigt

B Mdakane
ET Mahiuza

NG Hiaphe

5F Monareng
HE Lakiipn
5P Mnist

ML Mathebuila
K pkhar

TC Dibakoans
MVY Nichata

M Chembeni-Sahi
&Y Khumato
Mt Mihali

B Makoens
TP Maphanga
L Sithole

53 Mihumbane
RG Herbst

5P MEhombo
FE Rossonaw
RN Mnisi

T Makhsthady
M Morerna

£C Olamini

TM Charles

JJ Khora

FE Malomans
TH Michatswa
NE Matume

ET Michabela
CN Mnyambu
Sl Mokeena

M Mavings

G Mashagn
DL Ngwenvame
Vi. Nzimande
SR Schonnann
GG De Bruin (Resignad)
WH Shongwe
TE Mashsla

{

5 Silombo !
. 1

G Mogiba ;
H

%

i

M Zitha it
SALIET T ey !

LA Mabuza ‘ ‘ :
‘;’::f“tﬁ'f i

DA Maphangs

3] B
PR LN

i



Ehdanzent District Municipaiity

Anrual Finanoial Statemants for the vear anded 30 June 207135

Geaneral information

Grading of local avthority
Munieipal demareation code
Aeoounting Officar

thief Financisl Officer (CFO)

Registered office

Fostal address

Bankers
Beditory

Attorngys

2 God

VI Batoy

H Bhumala
R Makhubsis
VN Meimba
M Khora

[ Mashabane
LE Whoza

BR Noube

R& Mdlova

H Thabakgate
2E Molobats
£ Essack

= Malbuza

£ Shabant

5

Lose

Actv. H Mbatha
W Kharmato

& Van Niekerk Street
Nelaoruit
Mpurmalangas

1200

B O Bow 3333
MNelapruit
Mpurriakangs

1200

Stardard Bank of South Africa
Auditar General South Aftica

VE Mokoena Aorneys
Singwane & Pariners Attorneys

i3

.
i
H
t
j
]

i

i

i

;

=

?

D aLitor Geng
i iy

;

P

b

[




Enianzen District Municipality

Annuel Financial Statements for the vesr ended 30 June 2013
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hlanzeni District Municipality
Aneiagl Financial Simtements for the year ended 30 June 2013

Accounting Officer's Responsibilities and Apnroval

The aceounting offieer i required by the Muricital Finance Management Act (Act 55 of 2008), to maintain adequate
accounting recards and {s responsibie for the content and integrity of the annual financkl statamants and retated financial
information included In this raport. it is the responsibility of the aceounting ofiicer (o ensure that the annual financial
statements faidy presant the state of affars of the municipality as at the end of the financial vear and the resulis of ity
oparatang and cash flows for the paricd then snded. The external auditors are engaged to express an independant apinion an
the annuat financial statements and was given unrestricted access to alf financial records and related data.

The annual financial statemarnts have besn prepared in accordance with Standeros of Generally Secoanised Accounting
Practics (GRAM) mcluding any interpretations, guidelines and directives issued by the Accounting Standards Board,

The annuaf financial staismanis are based upon appropriate accounting policies consisiantly applied and supported by
regsonable and prudent udgemants snd esimates.

The accounting officer acknowledges that he s ulimately responsible for the system of internal financial control established
by the municipality and place considerable rnpartance on maintaining a strong contro! environment. Te enabla the accounthn
officer to meet these responsibilities, the accounting officer sels slandards for intemat conirol alreed &t reducing the risk of
error or deficit in a cost effective manner. The standards include the proper delegation of respensibilities within a cearly
defined frameweork, effective accounting procedures and sdaguate segregation of dulies 10 enswre an accepiabie level of risk.
Thesa controls are monitored throughout the mdmeipality and all emploveas are reguired to miaintain the highast ethical
standards in ansuring the municipality’s business i conducted in & manner that i #f reasonable groumstances is above
repreach. The focus of risk management in the municipaiity is on identifying, assessing, managing and monitaring all known
tarms of risk goross the municipality, While operating risk cannot be fully eliminated, the municipality endeavours to minimise
it by enguring that appropriste infrastruciure, controlz, systems and ethical behaviow are applied and managed witiin
predetarmined procadures and constraints.

The accounting officer is of the opimien, based on the information and explanations given by management, that the system of
internal control provides reasonable asswance that the financial records may be relied on for the preparation of the annuwal
financia statemerts. Howeaver, any systam of intermal financial control can provide only reasonable, and not abaotute,
assLrance against material misstatement or deficit,

The accounting officer has reviewed the municipality's cast flow fargcast for the year to 30 June 2014 and, in the fight of this
review and the current financiad position, he is satisfed that the mumcipality has or has access o adeguats fesources to
continue in operational existence for the foreseeable future.

The external auditers are responaible tor auditing and reporting on the municipality's annual financial statements.

The ::%frm;fi fingRcial statermnents sef out on pages ¥ to 63, which have been preparad on the going soncern basis, were

anbrovadiy e accoyniting officer on 30 August 2013,
F}F‘} J‘w 7 g G

‘gvj i H Mﬁma}tha M
Accounting Officer




Ehlanzen District Municipality
Annuat Financial Staterments for the year ended 30 June 2012

Statement of F%manmm Fosition as at 30 June 2013

Mot

]

AL

At

Current Asgols

Irmventories

Raceivables from pon-exchangs transactons
VAT recaivabie

Cash angd cash aguivalents

Mor-Currernt Asters
Property, plant and equipmant
nvestmans

Work in progress

Capitatised pre-pasid expenses

Total Assets

Liabiltties

Current Liabifities

Short term ponion of fong taem habilites
Payables from exchange transactions
Unspent conditional grants and receipts
Provisions

Consturer depostts

MNon-Cyrrent Lisbilitles
{-ong term liabilities

Total tiakilities
Mot Assets

Accumutated surpius

[ RN o]

M
[
i
&

13
10
14
12

287 227
£11 848

4 014 219
11 147 BFY

312 304

4% BOZ G5Y
230 466
bRy 4

18 g4t 171

AT SBT3 640

240 071 234
2813 648
6372027

248125 023
2073620
BGT 612
G543 943

240 256 G068

487 TOE 088

265 098 (60

300 677 738

10 BO0 B4G
12 670 447
4 452 608

9 875 671
23 B3 662
3164 297

DYGET 608 17 783 412

& 000
TR 54T 258 B4 333 062
186 703 782 197 340 223
235 221 080 251 673 286
28 677 030 49 004 453
JUBTT O30 49004 453
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Ehlanzeni District Municipality

Anmsal Fnancial Slatemeants for the year ended 30 Juns 2013

Statement of Financial Fmﬁﬂwmmw |

Figuras in Rand

Neta(s) 7013

2012

Rt

FEevenie from exchange ranssotions
Oiher income

Rental of facilities and equipmerd
Intgrast recelved

Dividends received

Revenue from no-exchange ransactions
Grovarnment grants & subsidies

Total ravenue

Expenditure

Employes related cost
Remuneration of councillors
Audlit fees

Depraciation

Finanee oosts

Debt impairment

Rapgsirs and maintenancs
Contracted senvices

Grania and subsidies paid
General expensas

Total expenditure
Operating (deficit) surplus
Frofitloss) on disposal of assets
Gain on fair value adjustment
Actuarial gain

Deficit for e year

7 130157
37 74800
34 2007 gu2

14 208 0BG 2o

508 812
T2 401
1348 174
74 502

2002 B85 G2

2089 548 993

FO4 G5T &1

16 (G5 354 008) (65 123 043)
1 11794 725) (11 457 748)
22 {1 950 g943) {1208 413)
18 (10034 811} (16 635 539)
19 (23 278 108 (24487 242)
34 (39 456 Y08) (158 657
(40 88d) {23 456)

20 {2 045 181) {4 547 TEY)
21 (37 887 BERY (40 450 456%)
23 {34 (32 BOG) (27 326 ()(;4,
(29 &56 &3?) (197 BL7 ma}

(70 306 644} 7 450 103

54 356 (13 444 G73)

58y 427 413 808

130 000 475 000

Fra gz (12 487 188}

148 534 162)

{8 047 082)




Ehianzen District Municipality

Annual Financlal Baterments for the vesr ended 30 Jupe 7013

Statement of Changes in Net Assets

Revaluation  Accumuiated deinfi

Flgures i Rard ERErvE A8 gl 193 assets
Opanmng balanct as praviously reported HWOTT 88 G003V BB TH 18 82
Adjustments

Frior year adiusiments 1200 B4 1200 B44
Balanes at 01 July 2011 as restated CHEOTT 882 &4 238 324 76 318 208
Changes in net sssets

Surplus tor the vear - (5047 0B2y (B 047 062)
Transfers fromiAo scoumulaied sumius (15077 882) (7136 809) (22 284 591
Total changes (B 077 8B (12233 871’) '(? 7311 785)
Opening balance as previously reportsd - 47 331004 7331 Q01
Adjustrmants

Prior year adjustments . 1673463 1 87E 453
Balance at 01 July 2042 as restated L 49004 454 4% 4 454

Changes in net assats

Transfers from/to acoumulated surlus A06 T8 406 T35
Met incame (losses) recognised direclly in net gsssts 406 7458 408 738
Surplis for the year - {18534 162) (19 534 18D
Total recogrised income and expenseas for the yesr . {18137 ARdy (11T

fotat changes - (19127 424) (19127 424)
Balanee at 30 June 2013 - MG RTT DAL 29 877 030




Ehianzent Oistriot Municipality

Aozl Financel Stelements for the yvear ended 30 June 2013

Gash Flow Statement

Figuras in Rang

Note(s; 2013

202

Cash flows from aperating activities

Reneipis

BARS VAT refunds
Girants

Interest income
Cthar receipts

Fayrnents
Employes tosts
Suppiisrs
Firanee costs
Cihar payments

Met cash flows from operating activities

Cagh flows from investing aetivities

Purchase of property, plant and equipment
Procesds from sale of property, plant and aauipment
{increaseifdecraage in wark in prograss

Met cash flows from invesiing activities

Canh flows from fnancing activities

Repayment of long term liabilities
{Increase) { decreass in invesinents
Finance laase paymails

Met gash flows from financing activilies

Met introasel{decranse} in cash and cash equivalents
Cagh and cash eguivalents at the beginning of the year

Cash and cash equivalents st the end of the year

7 B0O7 g6
2068 099 284
2007 952
28 417 8o

244133110

16 732 729
200 890 854
1346 175
11007 384
RIROTT 287

(75 922 378}
(94 371 175}
(23 278 108)
(28 B3 390)

(76 580 789
(106 457 836)
(24 497 247)
(11 617 571

{222 G55 051

(210 D45 428)

t1 GEG 859

(2 997 365)
117 280
13 BE2 8939

24 21 4TH G5Q
9 (1 041 582)
2] -

(5 EO4 415)
{@ 545 997}

10 687 854

8717 5I6)

1B 788 616)
(24 B87)
(11 949 397}

{2 711 B86)

(20 760 694)

B 220 466 i 281 08

5927 411 4 876 392

3 1 VAT 87T 5ear 411
|

é

|

Mo 3d




Ehlanzent District Municipality

Anpual Financial Staterents for the year anded 30 June 2013

Statement of Comparison of Budget and Actual Amounts

et on Cash Bagis

Approved Ad:uwi‘mmb Fingl budgat ) Actual Difference
Dlacigef amounts on betwaen final

_ comparabie  budgel and
Figures in Rand hasis actue
Btatement of Financis! Performance
Revenus
Ravanue froin exchange
transactions
Other ingome 1738 000 . T FE 00 1 370157 (367 8451 Note 474
Rentat of facilities andg 213000 (100 DO 112 ole T GO0 (32 400} Note d2.2
sauipmeant
Interest recaived 800 060 /00 000 2 100 000 2007 952 (92 048}
Total revenue from exchangs 3 450 000 BO0 GO0 4950 000 3 AGD 709 (499 291}

transsctions

Revenue from non-exchangs
trafigactions

Taxation revenus
Government grants & subsidies
Total revenus

Expenditure

Employes related cost
Remiuneration of counciliors
Ayt fees

Depreciation

Flinance conts

Daby impairment

Repairs and maintanancs
Contracted services

Gramts and subsidies paid

Ganars axpenses
Tatal expenditure
Deficit before taxation

Actual Amowmt on
Comparahle Basis as
Prosented in the Budget and

Actual Comparative Htatement

FHeconcitation

Basis differancs

Profit on disposal of assets
Actuarial gain

53ain on fair value adiustment
Actual Amount in the

Staterrant of Finanoial
Performanes

186 108 000

44 BO5 445

RAG TRV 448

206 DG6 284

{34 GOH 168)  fiote 425

80558 000 45 098 449 744 G57 448 200 549 983 (36 167 456y
(78 473432} 7645896 {70 BRV 538} (guasi00e) 1476 527
(11 237 267 (G a1y {4 TRE BERY (51 784 728) T BES
(3354583) 1404080 (1B50%43) (198094 -
(16226 818) 4000000 (4228815 (too34e1)y 4182204 NotedZ 3
(23 278 108) o {23 2TE OB (2327808 -
- {39455 705) (39456 708} (39 456 705) .
(432 700) 332 700 {100 600} {40 839) 59 107
{2 900 000 (100000} {2100000} (2043 181) 50 819
(40 319 388) (34 TET I (TEOBOETS; (37667 EGL) AT 1R 1R No 422 i

(440 A3 0443

& 064 B78

(35 398 366)

(34 032 800)

1365 BEd

42.8

(217 785 815)
{18 226 818) .

(56 429 921) (274 215 736) (29§66 537) 44 358 199

{11 331 a72)

{28 558 257}

{20 206 5443

& 25y 742

{18 228 815}

(11 337 472}

(2% 558 287}

{20 306 844}

9 251 4%

54 BES
T3C 000
o87 427

Y 1 m g Al T Bl 12 0 e

{19 534 163
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Ehtanzent District Municipality

Annual Financial Staterments for the vear endec 30 Jung 2013

Btatement of Comparson of Budget and Actual Amounts

Budget on Cash Basis

'w}!\pprove(:l Adiustments  Final budgat Actual Differonce  Reference
bucget amaunts on  hetwsan final
comparable  budget and
Figures i Rand nasis acturl
Btatement of Financial Position
Agsels
Current Assels
friventoriag 216 600 30000 248 DG 267 227 21 2AT
Recaivabies from nor-exchange 22 083 GC0 (21 000 00O 1083 000 411 84R (B8 182}
transactions
VAT recaivable 4 150 000 4160 Q00 4014 219 {135 781}
Cash and cash sqlivaderts 5283 000 a5y 000 T BRRR0 1 147 877 {882 123)

Mon-Current A55at8
Proparty, plant snd eguipment
irvastments

Urtherr finmnoiat assels

Work in progress

Tots! Asseis

Linbifities

Cureent Lizbilities

Long term lishiities

Payabtes from exchangs
iransactions

Linspant conditional grans and
recaipts

Provisions

Consumar deposits

Non-Turrent Liskhilitios
Long term Habliflies

Total Liabilities
det Assels

Met Asaeis

Mat Assets Attributabie to
{Owners of Controlling BEntity

Henerves
Accurnitlaied surphis

27 852 000

{10 263 DOO)

17 338 00

15841 71

241 156 000 5000000 236 A8G 000 240071234 FONE 254
75 000 200 000 2 576 000 2 815 848 248 648

128 Q00 (128 000} . .

- 7 000 000 T o600 G0G £ 372 07T (BT 8TH

21655 000 14072 000 245 731 00D 249 256 909 3 528 50D
289 751 000 3808 060 263 080 000 265088 0BG 2 038 080
32461000 (21360 484) 10800548 10 800 BaB -
7360 000 - TESO 00D 42 ETO 445 B E20 448

- 0000 Q00 000 Q00 4 458 806 (5 541 304

13 435 000 000000 12439000 20657 699 1 a4E oY
A 000 (& O . i .

5z 856 000

(5 366 454)

T4V EED B4E

ABSAT 298 927783

131051000 5642752 ISETOITEZ  ymg v VD ;
234 017 000 276 298 234 293 268 235 321 061 927753 o
25 234 00U BT IR TRETOR 2B EIT RN 1440 527
25 234 000 JRR2 702 28 TRG TRE  2uETY 029 4440 3y

it




Ehfanzent District Municipality

Annum Financial Stetements for the year enged 20 Jung 2013

Staterment of Comparison of Budget and

Actual Amounts

Budget on Gash Basis

-Apprc:w:d
pudgst

Adjustments

Final b Wsiget

Antual
amounts on
cormoarabie

Riftrrence
heiween final
Rudiget and

Raferenca

Figires in Rang hasis actums

Cash Flow Statament

Cash flows from operating activities

Hecaipts

Garanis 19Y 109 000 45 755 558 243 884 588 206 099 284 (BT PEE 308} Note 425

Hyterest income 1 800 000 GoOOO0  ZAGOBOO 2 oo7 982 {32 G4}

Dividencs recelved B7 000 - &7 00 - {87 000}

CHbst receipts 9 500 000 - GH00Q00 asoi7ere RBAIVEVE Nowal s
208 176 000 47 355 853 255 531 589

244 Q25 110

{11 506 47

Paymenis
Supplier and employes cosls
Firianoe costs

(151 G678 000}
{12 161 Q00

{50 000 00
{11 Q00 000}

{201 G78 000} (2017 310 038)
{23187 00 (2% 278 108)

(240 135y
{447 108)

{160 239 000) (61 600 200

{204 239 000y {224 536 143

{387 1432}

Met cash Bows from operating 44937 000
activitips

{13 G4 411}

31 292 RS 1% 4R 987

{11 BG3I 822}

ash flows from investing activities

Purchiase of proparty, plant and (22 083000) 13800000 (8893808} 1041883 ¥ 834 583
aguipment
Proceeds from saie of property, 150 000 (150 000 - {58 TEO) {88 T60)
plant &nd squipment
Decreasedincreass) other non- 13000 (Fooco0g)  (ROBT RO (5504 415y T 4BZ GED
current recaivables
Met cash flows from investing (21 830 040 B ARG 000 (18 530 000) (4521 588) 11 058 408
activities
Caady Hows from financing activities

ovement in investrents . . . 24 BR7 £ BEY
Hepayment of Jong term (20000 000) 10200000 (S 8L00O0Y (9711 566) 88 404
liabititles
Mot casb flows Fror financing (80 000 000) 10 200 000 {3 300 000} (D 536 D05 13 091
activitios
Net increase/(decrease) in oash 3007 000 2 904 BAG 5912 584 5 220 466 {692 123}
and cash sguivalants
Cash and cash equivelants at 2 ATE G0 3651 411 5827 411 5897 411 -
thiz beginning of the year
ash and cash pouivalenis at & 283 0G0 & 887 000 11 84D 00O 1t 4T 8YY {632 123)
the end of the year

it
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Ehlanzeni District Municipaiity

Annual Financtal Stataments for the yesr ended 30 June 2013

Accounting Policies

1. Fresentation of Annust Flnancial Stadements

The annual financial atatements have been prepared in accordance with the Standards of Genarally Racognised Accounting
Practics (GRAF} indluding any intevpretations, guidelines and directives isaued by the Accounting Standardy Beard,

These anneal financizsl statements heve been prepared on an acorual basis of accounting and are in accordance with
nistoncal cost convention unless specified atherwise. Thay are prasentad in South Afrcan Rand.

A surmmary of the sigrificant accounting palicies. which have been congistently applied, are disclosad below,

Agsels, fabiliies, revenues and sxpenses have not been offset excapt when offseting Iz raquired or parmtted by a Standard
of BRAR.

1.1 Bignificant judgements and sources of extimation uncertainty

ioy preparing the annual Srencial statemants, managament is required to make estimates and assumptions that afect the
amounts representad in the annuat financial statements and related disclosures. Use of available informaton and the
anphcation of judgement is inherent in the farmation of estimatas, Actul results inthe future could ditfer from these estimates
which may be matariad 1 the annual financial statemaents. Significant judgsments include:

Yeade receivabies Anvestments andior ather financial azsets

The rurcipslity assesses its trade recaivables, investmeants and other financial assets for mpaitment at the end of sach
repocting period, in determining whether an impairment 1988 should be recorded In surpius or defict, the surplus makes
judgements as to whather there s observable data indivating a measurable decrease in the estimatad future cash Rows from a
financial asset.

Tha impairnent for rade receivables, investments and other financial assets is calculated on a parifolio bagis, based on
historicat loss ratios, adiusted for naticnal and industry-specific econamic conditions and cther indicalors present at the
reparing date that correiate with defauiis on the partfolla. These annual foss ratios are apphed to loan halances i the
portfolio and scaled to the estimated loss emargence period.

impairment testing

The recoverable service amounts of cash-genersting units and individual assats have been datermined based on the fighar of
vajuesiti-uge calctiations and fair values less costs 1o sell. These catculations require the use of estimatas and assumplions, it
5 reaserably possitle that the assumptions may changes which may then impact our estimations and may then require &
raterial adivstment 1o the carrying value of tangibls assets.

The municipality reviews and tests the carrving value of assets when events or changas in crcumstances suggest that the
CATTYIngG amount may not be recoverable. Assets are grouped at the lowsat leval for which identifiable Gash Hows are targaly
independent of cash fows of other assets and liabilities, I there arg indications that impairment may have aoourred, estimates
ara prepared of expected future cash flows for each group of assets. Expected fulure cash fows used to datermine the value
in use of tangible assets arg inharenily uncerain and could materially change over time. They are significantly affectsd by a
number of factors including, together with economic factors such as inflation interast,

Frovisions

Frovislons were raised and mansgemeant determined an estimate based on the information availabla. Additional disclosure of
thase eatimates of provisions are included I note 12 - Provisions,

Lizeful lives

The municipaitys management determines the estimatad usehl lives and relisled depreciation / amortisation charges. This
astimate is based on the patiern in which an assel's future aconomic benefits or service potential i3 expected 10 be consumed
by the municipality.

Etfactive interast rate

The municipaity used the prime imerest rate o discount future Gash fiows,

T B
VAT S R

12 ;




Ehlanzeni District Municipality

Annuat Financial Btatements for the yvear ended 30 June 2012
Y

Accounting Policiss

1o Blgnificant judgements and sources of estimation uncertainty (Continued)
Aflowance for doubiful debis
Ounrecaivables an inmairment 1088 18 recognised in surphus and deficii when there is objective svidance that it is impaired. The

impatrmaent is measwred as the difference between the recalvebles carving amount and the present value of estimatad future
cash fows discounted at the affective interest rate, computed sl inliial recognition,

1.2 Proparty, plant andg egulpment

Froparty, plant and equipment am tangible non-current assets (ncluding infrastruciure assels) thal are hedd for yse in the
praguction or supply of goods or sarvices, rental to others, ot for administrative purposes, and are expectsd to be used during
rnare than one perind.

The cost of an fem of properly, plant and equipment is recognised as an asset whan,
# it is probakle hat future geonomic benefits or service poantial associatad with tha item will Sow 1o the
municipality; and
¥ the coat or fair value of the item can be measyred refiably.
Fropery, plant and aquipment is initially measurad at cost
The cost of an item of property, plant and squipment s the purchase price and other costs atinbuianie 1 bring the asset to
tha kecalion and condition necessary for i o be capable of oparating in the manmer infended by management, Trade
discounts and rebates are deducted in arrving at the cost.
tnitial recognition
The cost also includes the necassaly costs of dismantiing and removing the asset and restoring the site on which it is losated,

When significant componants of @n item of property, plant and squpment have different useful lives, ey are accounted for
as separate Hems (major companents) of praperty, plant and equipment,

Where an asset 18 acquired by the municipality for na or naming! considaration e a nen-gxchange transaction), the cost is
deainead 1o ba equal to the far value of that assel on the date acquired.

Major spare parts and servicing equipment gualily as property, plant and eguipment whan the municipaiity expects o use
them during mare than ene perod. Simdarly, If the major spare parts and senvicing equipment can be used anly in
cannection with an itam of preperty, plant and equipment, they are accountad for as property, plant ant eguipment,

Sunsequant measurement - cOst mcdel

Subsagquent to infliat retognition, items of property, plant and sguipment are measwed ot cost less accumuligisd
depreciation and impairment losges. Land & not depreciated a8 it s deemed 10 have an indefinite usefur e,

Whare the municipaity replaces parts of an asset, it derecogmises the part of the asset being repiaced and capitalises the
new component, Subsoquent expenditure incurred




shlanzeni Distric Manicipality
Annual Financial Statements for the vear ended 30 June 2013

Accounting Policies

1.2 Froperly, plart and eguipment {oondired)
Depracinton amd mpairment

The residuat value, and the usseful life and depreciation method of sach sssat is reviewed at the eng of aach reporing date.
if the sxpactations differ from pravious estimates, the changs s accounted for 25 a change in acceunting estimaie,

Reviewing the usaful fife of i asset on an annual besls dogs not reqguire the municipelity 10 amend the previous estimaie
uriless expactations differ from the previous estimate.

Each part of &0 Hem of propery, plant and saquipment with & cost that s significant in relgtion to the totat cost of the item is
depreciated separately.

The depraciation charge far each period is recognised in surpius or deficlt unless it is inctudad i the carrying smeount of
ancthey asset,

tems of property, plant and equipmant are derecognised whan the asset is disposed of or whan thera ara no further
aconamic benefits or service potential expected from the use of the ssset,

The gain or loss arising from the derecogniion of an item of property, plant and equipmeant is included in surplus or deficit
whan the itern s derecogrised. The gam or loss anising from the derecognition of an ilem of property, plant and equipmeant
is detarmined as the difference bebweean the net disposal procegds, if any, and the carrying amaount of the dem,

The municipaiity teets property, plant and aquipment with finlle useful ves for impairmert where thers 15 an ndication that an
assel may be impaired, An assessment of whether thers is an indication of possible impairment 15 done at each reparting
date. Where the carrving amount of an item of an property, plant and equipment is greater than the sstimated recoveralie
araount {or recovarable service amount), it is written down immediately o its recoverabie amourt (or recoverabla service
amoeunt) and an impairment loss is charged to the Statement of Financial Parformance.

Depreciation is calculatad on fhe depreciable amount, using the straight-ling method ovar the estimatad usefut lives of the
assels, Componants of assats thal are significant in relation (o the whale asset and that have different useful lives ars
depreciated separately. The annual depreciation rates are based on the following estimated average assaet ives:

ftery Averags useful e
Busildings 5D years

Plant and mashinery B-10 yaars
Furniture and fixtures 5-10 years

Maotar vehiclas 810 years

Office equipment 350 years

Bing and containers B0 yoars

1.3 Finanokad instrimems

A financial instrumant i any cortract that gives rise 10 a financial asset of ohe mounicipality and a Snancial Bability or &
resicuat interest of arnother mumicipaiity,

A financial asset s
# cash;
¢ a residual interast of another municipality; or
* a cantractugd right 1o
«pecanve cash or another Snancial asset from another munigipality; or
- axchanges financial assels or financial Habiities with another municipalty under conditions that are potentally
favourahle to the municipality.

A financial Bability is any ability that is a contractust obligation 1o
i dediver cash or another financial asset 1o another municipatity: or
@ exchange financial assets or finanaal Habiliies under conditions that are potentially unfavourable (o the
TR RETHATS
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Acocounting Policies

1.3 Financial instruments (continuecd)
sultial recognition

The municipality recognises a financial assel or & financial lsbility in ity statement of financial pesltion when the municipatity
beeornes # pany o the contractual grovisions of the instrument.

The municipality recogoises financial assets wsing trade date accounting.
tnitial measurement of financial 2ssets and financisd liakbiities

The municinatity messures a financial asset and finencls! lability other than those subsequently measurad at fair value
iritially at its fair value plus transaction costs that are directly aftnbutable to the acquisition or issue of the financial assel of
finaneial Hability,

The municipality first sssesses whather the substance of a concessionary loan is in fact & loan. On inital recognition. the
erdity analyses a concessionary loan into s component parts and accounts for sach component separataly, The municipaity
accounts far that part of a concassionaty |oar that is;
® & social benefit in accordance with the Framework for the Preparation and Presentatian of Flnancial Staterments,
whers it is the issuer of the loan: or
# ror-axehange ravenis, it accordance with the Slandard of GRAP on Ravenus from Nomexchangs Transactions
(Taxes and Transfars), whare it is the recipient of the loan,
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1.3 Finansial instnaments (continued)
Subseguent measurement of financial assets and financial Tabilities

The municipality measures all finsncial assets and financial labiitles after initial recagnition using the following calegories;
U Financia! instrumeants at falr value.
+  Financial instruments at amortised cost,
a Financial instruments at cost.

Al financiat assets maasurad at amortised cosy, or cost, are subject io an impairment review,
Faiy vadue messurenent considerationg

The best avidence of fair value is quoted prices in an active market, If the market for a inancial instrument s not active, the
municipality astablishes fair value by using & valuation technigua, The objective of using a valuation echnioue is 1o establish
what the ransaction price wouwlld have been on the megsuremant date in an anm's lengih exchange mollvated by normat
operating censiderations, Valuation techniques include using recent anm’s lenglh market wansachons between knowledgesable,
willing parties, if avaliable, refarence to the current falr value of anothaer instrumant that is substantially the same, discountsd
cash flow analysis and oplion pricing models. I therg is & valuation technique commonly used by market particinants to price
tha instrument and that technigue has been demonstrated to provide reliable estimates of prices obtained In actusl market
fransactions, the entity uses that technigue, The chosen valuation technigue makes maxirum use of market inputs and refies
46 Hiitle as posaible on entity-specific inputs. It incorporates all factors that market paricipants would considar in sEtting a
price and 15 consisient with aceeptad economic methodologias for pricing #nancial instruments. Perindically. a fnunicipality
caliprates the vajuation techrique and tasts it for valldity using pricas from any observable current market transactions in the
same instrament (e, without modification or repackaging) or based on any available absarvabie market data,

The faw value of a fnancial liability with & dermsnd feature (8.q. a demand deposit) i not [8ss than the amount payalle on
demand, discountad from the frst date that the amount could be requirad to be paid,

Bhorderm recelvables and payvables are not discounted whare the initisd credit period grantact or receivad I8 consistent with
the: terma wsad in the public sector, either through estabiished practices o legisliation.

maing and losses

A gain o less arising rom a change in the fair vaiue of 2 tnancial asset or firancisl lability measurad at fair valus s
recogrised in surplus or dadici,

For nancial assets and fingncial fiabiliies measurad at amantised cost or cost, 2 gain or 1083 is recoonisad in surplus or
deficit when the Rnancial 23set or financial liability is derecognised or impaired, oF through the amortisation nrocess.

Impairment and uncolizotibitity of financial sasets

The municipaily assesses at the end of each reporting period whether there is any objective svidence that & financial asset or
group of financial assots is mpaired,

Financial assels measured 2t amortised cost!

if there is objective evidence that ar impainnent loss on fnancial assets measurad st amotised cost REs Desn incusred, (he
amount of the loss 8 measured as the diference batwaen the asset's carrying amount and the prasent valus of estimated
Aiture cash flows (excluding fullre credit losses that have not been incurred) discounted at the financial asset's original
gffeclive interast rate, The carmying amount of the assat is reduced through the use of an aliowance secount, The amaunt of
e 1058 1% recogrised 0 surplus or deficit.

if, in @ subsequent period, the amaunt of the impairment loss decreases and the decrease nan be related ohisctively fo an
event coourming after the impalmant was regognised, the previously recagrised impairment loss is raversed by adjusting an
aflowance account, The reversal does not result in a carrying amaunt of the fnancial asset that sxceads what the amortisaed
vost would have bean had the impairment not been recognised af the date the impairmeant is reversed, The amount of the
reversal 15 recognised in surplus or defisit P

] ;
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1.3 Financiat ingtruments {continued)

if there is objective evidence that an impainment ioss has Dean inguired on an investment in a residusl intersst that s not
rmeasured at fair value becavse its falr valug cannot e messured refiably, the ameunt of the impairmert loss is measured 8%
the differance betwaen the carying amount of the finanasl asset and the present value of sstimated future cash flows
discountad at the curent market rate of retum for & similar fnancial assel Such impalrment losses are not reversed.

Derecognithon
Financial sseaty
The municipality derecognises financial assets using trade date aocounting,

The municipaiity derecognisaes a financial assal anly whert

o the contractual Hdghts (0 the cash flows from the financial asset expire, are setifed or waived;

@ tha municioatily tranafers 1o anathar parly substantially all of the risks and rewards of ownerahip of the Snancis
assel; of

3 the municipality, despile having retared some significant deks and rewards of ownership of the financiat asset, has
transterred control of the asaet to another party and the other party has the practioal ability to sell the assetin its
gniirety to an urelated third parly, and is able 1o exerciss that ability unilaterally and without naeding to impose
adoitional restrictions on the tangfsr. Inthis case, the municipality |
- derstogmess the sesel, and
* recognises separately any vights and obliigations created o retained in the transfer.

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred
oh the basis of their relative loir vaites at the transfer date. Newly created rights and obligations are measurert at thair fair
values at that dafe. Any difference betweaen the consideration received and the amounts racognised and derscognised is
recognised i surpius or deficlt in the period of the transfar.

O derecognition of & financial asset in € entirety, the difference between the carrying amount and the sum of the
consideration received is racognisad in surples or deficit,

Financial linkilities

The municipality removas a financial liability (or a pan of a financial liability) from its statement of financia! position when it is
extinguished —ia. whan the obhgation specified in the contract is discharged, canceiled, expitas or waived,

An axehange hebween an existing borrower and lender of dabt instruments with substantially different terms is accounted for
as having extinguished the origingl financlal Habilty and & new fnenciat lability s recegnised. Similarly, & substantial
modification of the terms of an existing financial lability or a part of it i accountad for as having extinguished the ariginal
finarcial Habiity and baving recognised a2 new financiat lability,

The difference betweaen the canying amount of a tinancial abilfy {(or part of a financial liabdiity) extinquished or transferred o
another party and the consideration paid, including any nen-cash assets transferred or labiilies asaumed, s recognised in
surplus o deficit. Any liabilities that are waived, fargiven or assumed by anather municipality by way of a nonvexchange
transaction are accounted for In accardante with tha Standard of GRAP an Revenue from Non-exchange Transactions (Taxes
and Tranafars).

1.4 feases

Aleass s classified as g finance lease I it transfers substantially alf the risks and rewards incidental to ownership. A lsase is
clesaifind aw an sperating lease if it does not transfar substantially al! the risks and rewards incidental o ownership.

Whan a lease includes both land and bulldings efements, the municipadity assesses the classification of sach element
saparately,

Finanee jeases - lessor

The municizalty recognises finance lease reCalvables sp sasets on the statement of financizl posiion. Such assets are
presented as @ raceivatle at an amount equal to the ret investment in the lease.

Fingnce ravenus is recognised based on a pattern reflecting a constant pariodic rate of returs on the municipality's ned
jmvastment in the finance lease.
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14 Leases (Cortineed)
Finance leases - jessen
Finance leasas are recognized as assets snd labilites in the statement of finencial position at amounts equal o the fair vaiue
of the leased property or, il fower, the present value of the minimum lsase payments, The carresponding labifty to the lessor
s nchuded in the statement of inancial pesition as a finance lease abligatian.

The discount rale used in caloulating the present value of the mitimum lease payments s the interast rate imphcit in the
CEEAN

Minimum lease payments sre apportionad betwaen the finance charge and reduction of the outstanding fabiity. The finance
charge is allocated to each period during the lease tenn so as o produce & constant periodic rate of on the remaining batanos
of the Hability.

Mrwy contingsnt 1eitls are expensed in the perod In whick ihey are incurred,

Operating lesses « lessor

Operating feate revenus is recognised as revenle on a straight-line basis aver the lease lenn,

Initiai direct costs incurred in negotiating and aranging operating leases are added 10 e carying amount of the inased assst
and recognised as an expenss over the iaase term on the same basis s the lease revenus,

The aggregaie cost of incentives is recognised as a reduction of rental ravenus over the lease term on & stralghi-line hasis.
income for leases is discloged under revenue in statement of financial performance,
Oiperaling leases - lpsses

Operating lense payments are recognised as an expense on g straight-ing basis over the lease term. The differance between
the amounts racognised as an axpense and the contractual paymeants are recoghisad 43 80 operating lease assat or liability,

The aggregate henefit of incentives is recognised as a reduction of rental expanse over the lsase term on a siraightling basis
LE Invemtories

Irventories ars inldally measurat af cost 2xcapt where invantories are acquined through a nomaexchangs ransaction, then
their costs are thair fair value as at the date of acguisition.

Hubsaguently inventories are maasured at the lower of cost and net realisable valus,
Invertories are measured gt the lower of cost and curent replacement cost where they are held for
»  distribution at no charge or for a nominal charge, oF
o ponsumption in the production process of goods to be distributed at no charge of for & nominal charge.

Mt realisable valua is the estimated sefling price in the ordinary course of oparations less the estimated costs of completion
antd the estimalad CO5L5 NECRLSANY 10 make the gale, mchange or distribution,

Current replacement cost s the cost the municipality inclivs (o scquirs the assel on the reporting date.

The cost of invertaries comprises of aif costs of purchase, cosis of conversion and other costs incurred in Bringing the
inventories to their present location and condition,

The cost of inventories of Hems that are not ordinanly interchangeabls and goods or services produced and segregated for
spmcific projects 18 assighed using specific identification of the individual costs,

The cost of invertores is assignad using the weighted avarage cogt formuta, The same cost formula is usad for ail invenioies
having a similar nature and use o the municipality.
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1.5 ventories {contnueds

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the pariod in which the
related ravenue is recogiised, It there is no refabed revenue, the expensss aré recogrised when the goods are distributad, or
ratated services are rendered. The smount of dny wite-down of inverdones W net realisable value or cirent replacement cost
and all lnsses of inventories are recognised RS &1 gxpense in (e period the wiite-dows or foss coours, The amount of any
reversal of any write-down of inventories, ansing from an nerease in net realisable value o curent raplacement cost, Mre
reengtisad as & reduction in the amount of iInvertones recagrsed &3 an expensa it the parod In which the reversal ocours.

1.6 Construction contracts and receivablas

Where the outcame of & construction contract can be estimated raliably. contract revanue and costs are recoghised Dy
referance fo the stage of completion of the contract activity at the reporting date.

Variations in contract work, cleims and incentive payments sre included to the extent that they have been agreed with tha
oustomer.

When e outeoine of a construction contract cannot he esthmatad reliably, contrach ravenue 5 recoghised (0 the extent that
rontract costs incurred are recoverable. Contract costs are recognised as an expenge in the padod in which they are incurrad,

When it is probable that total contract costs will excesd total contract revenue, the expeciad deficit s recognised as &n
axpensa immadiataly,

1.7 Nomecurrent sssets held for saie and dispesat groups

Initial recognition

Non-current assets and disposal groups are classified as haid for saie f thelr camying amount will be recovered poncipslly
ihrough a sale transaction rather than trough continuing use, This cendition is regarded as met only whan the sale is highly
probabile and the asset (or disposal group) is available for imemediate sale i its presant condition. Management must be
somemitted to the sale, which should be expected to aualify for recognition as a completed sale within ane vaar from the date
of classification.

Bubmenuent measurament

Non-current assets held for sale (or disposal group) are measured at the lower of s carying amount and fair value less costs
to sall,

A nonscurrent asset s not depraciaied (or amotised) whtle it s classified as held for sale, or while i is part of & disposal
group classified as held for sale,

Intarest and other expenses attributable (o the Habiities of & disposal group dassified as held for sale are recognised in
surplus or deficit.

1.8 impairment of non-cash-generating assets

Cash-genarating assets are those assets hald hy the municipafity with the primary objective of generating a commercial
peturn, When an assel s deploved in g manner consistent with that soapted by a profit-orieniated antity, § generates 2
comnercial raturn,

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

Impainnent iz a koss in the future sconomic benefits ar senvice potential of an asset, over and abwve the ayslematic
retognition of the joss of the asset’s fture seonomic benefits o sesvice polential through depregiation (amorisation).

Recoverable serace amourt 18 the higher of a non-cash-ganeraling asset's fair value less costs to sell and its value in usa,

18
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1.8 impairment of pon-cash-genarating assets feontinued)
identification
When the carying ameunt of # nonecash-genarsting asset excaeds s recoverable service amaount, s impaired.

The municiality assesses ot egch reporling date whethar there is any indication that a non-cash-genarating asset may be
impaired. i any sueh indication axists, the municipality estimates the recoverable service amaunt of the asset,

rrespactive of whather there is any indication of impairment, the municipality also test & non-Cash.generating intangible aswet
with an indefinite useful fifa or & non-cash-genarating intangible asset not yat available for use for imparment annually by
comparing 45 carrying amount with ie recovarable service amount. This impatrment test i performed at the same tme aviry
year. i animtangible asset was initially recomnised during the currént repoing pariod, tha? intangibis asset was teaked for
frnpadrment before the end of the current repotting pericd,

WVabui in use

Value in usa of non-cash-genaerating assets is the present value of the non-cash-generating assets remaining service
nateniial.

The present value of the remaining service potential of & non-cashgeherating assels s detenmingd using the following
SRR OHEGH

Depresiated replacement cost approach

The present value of the remaining service potential of a non-cash-generating asset i5 determinad as the depraciated
replacemeant cost of the asset, The replacement cost of an asseat & the cost to replace the agsel's gross seivice potential, This
cost is depreciated to reflact the asse? in s used condition, An asset may be repiéced either through reproduction (replication)
of the axisting asset or through replacement of its gross service polential, The depreciated replacement cost is maasured as
the reproduction of replacemant cost of the asset, whichaever is tower, less scctrmulated depreciation calouiatad on the basis
af such cost, to reflect the already consumed of axpired servics potential of the assel.

The replacemeant cost and repreduction cost of an assst is determined on an "optimised” basis. The rationaly is that the
raunicipality would not repiace or reproduce the asset with a like assat if the asset to be replaced or reproduced is an
averdesigned or overcapacity asset. Overdesigned assets contain features which are unngcessary for the goods oF services
the asset provides. Overcapacily assels are assels that have a greater capacily than is necassary to maei the demand for
goods or services the asset provides. The defermination of the replacement cost or reproduction cost of an agset on an
pptimised basis thus refiects the service potental required of the asset.

Fecoghition and measuremeant

if the recoverable service amaunt of & non-cash-generating assel 15 less than s carying amount, the cartying areount of the
asset |5 raduced 0 il recoverable service amount, This reduction s an impainment fogs.

Animpairment 08 is racogaised inmediately In surphug or deficit.

When the amount estimated for an impatrment 108s 15 graater than the carrying amount of the non-cash-generating asset o
which it retates, (e municipality recogniges a atiity only 1o the extent that is a requirement In the Standards of GRAP.

Adter the recognition of an impairmans loss, the depreciation (amortisation} charge for the non-cash-genarating asset iy
adjusted in Tuture periods 1o allocate the non-cash-generating asset's revised carrying amount, less s residual vatue {if any),
un & systematic basis over its remaining usatul life,

20
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L impairment of non-cash-generatng sssets (sontinusd)
Roveraal of an impairment fnes

The municipalily assssses at each reporting date whether there is any indication that an impairment foss recogiised in prior
periods for a non-cash-gensraling asset may no longer exisé or may have decreased, If any such indication exists, the
municipality estimates the recoverable sendce amount of that asset,

Ar unpairment fuss recognined in prior pericds for a non-cash-generating assat is reversad i thers has basn a change in the
satimales used to determine the assel's recoverable service amount since the last impaiment logs was recognised. The
carrying amount of the assel is increased to s recoverable service amount. Tha increase i & reversal of an impairmant joss.
The increaded carmying amount of an asset aftrdbutaile o a reversal of an impairment loss does not exceed the carnying
amount that would have been determined (nat of depreciation or amontisation) had no impairmeant joss been recagnised for
the assat in prior peiods.

A ormvarsal of an impalrment toss for & non-cash-genarating asaet is recognised mmadistely in surplug or deficit.

After a reversal of an impaiment foss is recognised, the deprediation (amorisation) chargs for the nen-cash-generating asset
i adjusted In fulure periods o sliocate the non-cash-generating assel's revised carrying amuunt, less its residuad value (if
any), on a systamatic basls over £ remaining usefud lifs.

1.9 Empioyes benefils
Bhwort-deim employes benetits

Ehort-term emplovee benailts are employes benefits {oter than termination bensfits) that are dus 1o be settled within tvetve
meanths after the end of the pariod in which the emplovess rander ihe related service.

Short-term employes benefts include fems such ge:

s wages, sslares and sacist securtty conbibutions;

# short-term compeanaatad absences (such as pad annual leave and paid sick leave) whare the compensation for the
absences 15 due to be setlled within twalve months after the end of the reponting pericd in which the amployees
rander ihe related employes sarvice,

L non-monetary benedits (for exampls, medical care, and free or subsidised goods or services such as holging, carg
and csliphonas) for curant amployaes,

Whan an employee has rentiered service 1o the municipality durtng a reporting periad, tha municipaiity recogrise the
undiscountad amount of shortterm emplayae henefite expacted to be paid in exchangs for that service:

s s & Hability (seorued expense), aftar deducting any amount already paid. If the amount already paid exceeds the
undiscounted amount af the benefits, the municipality recognise thal excess as an asset (prepaid expanssa) o the
extent that the prepayrment will lead to, for example, a reduction in future payments o & cash refund; and

4 a8 an expanse, unless another Standard requires or penmits the inclusion of the benafits in the cost of an asseat.

The expeacted cost of compansated absences is recognised as an expanse as the employvess render services that increass
thedr entittement or, in the case of non-accumulating absences, when the absence accurs. The munhicipalty measure the
expected cost of accumuinting compensatad absences 4s the additional amount that the municipality expects to pay &s 8
result of the unused entiflement that has accumulated af the reporting daie,

The mumicipaiily recagnise the expected cost of bonus, incentive and performance refated paymerts when the municipafity
has & present tegal or constructive obligation o maeke sueh payments as o result of past events and & reliable sstimate of the
obligation can be mada, A present obiigation exists whan the municipalily has no realistic alternative but to make the
payments.
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1.8 Employee benefits (contimmd)
Post-omployment betefits

Post-emplayment benefits are employes benafits (othar than termination benefita) which are payable afier the completion of
amployment,

Post-employment beneflt plans are formal or informel arangements under which an municipatity provides postamployment
benafits for ore of more amoloyaes,

Milt-amployer plans are defined confribution plans (other than state plans and composite soclal secwity programmes) of
dafingd benafit plans (ather than state plans) that pool the assets cantibuted by various entities that are not dnder comman
control and use those assats o provids benefits to employeas of mare than one municipality, on the basis that contribution
ang baneft levels are determined without regard to the wentity of the municipality that employs the employees concerned,

iy
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1.4 Employes benefits (continuad)

Fost-employment penefits: Delined benedit plans
Defined benefllt plans are post-amployment banafit plans other than defined contibution plans.

Actusrial gains and losses comprise experience adivstmaents {the effects of differences between the previous actuatial
assumplions and what has &ctualtly occurred? and the affects of changes n actuarial assumptons. in measuring its defined
henefit iabiity the municipality resognise actuanal gaing and losses in suiplus or deficlt in the reporting period In which they
GCoUr.

Assets heid by & long-tarm employee benefit fund are assets (other than non-ransferable financial instrumants issusd by the
rapanting municipalty) that sre held by an municlpality (& fund) thatis legally separate fram the reporing municipality and
axiats solaly to pay or fund employes banefits and sre available (o be used only to pay or fund employas hanelits, are not
avaitable to the reporting municipality's own craditors {even in flouigation), and cannot be returned to ihe reporting
munichality, uniess aither

«  fhe remaining assets of the fund are suficient o meat all the refated employee benefit obligations of the plast or the

repotting municipaiity; or
+  fhe assels are returnad to the reporting municipality to reimburse it for smployes benefits already paid.

Current service cost is the incranse it the present value of the defined benefit obligation resuiting from amployes service in the
curent periad,

Interest costis ihe incresse during & pariod i the prasest value of 2 defined benefit obligation which anses because the
banefifs are one period closer o setilemeant,

Eaal service cost is the change in the present value of the defined banetit ebligation for employes service in pior periods,
resulting in the current period from the introduction of, or changes to, past-employmant benefits or othar long-lerm smployes
bansfits, Fast servica Sost may be afther poesitive (when banafits are mtroduced or ehanged 80 that the present vaiug of the
defined benefit obligation increases) or negative {when existing bensfits are changed so that the present value of the defined
benefit obligation decreases). In measwring its dafined henefit habiity the municipality recognise past service cost as an
expense in the reparting periad in which the plan s amendaed.

Plan assats comprise assets held by a long-term employes benefit fund and qualifying insurancs policies,

The present vatue of a defined henefit ohligation is the present vaivs, without deducting any plan assets, of expectad future
payrents required 1o settie the obligation resulting from amployes sarviss i the current and prior perieds,

The return on plan assels i interest, dividends or similar distributions and other revenue denved from the plan assets,
fogether with realised and unrealised gains or iosges on the plan agsats, less any cosls of administering the plan (other than
those included i the actuarnal assumplions used to measure the defined bensafit obligation) and less any tax payable by the
plan igelf,

The municipality aczouni not only for its legal ebligation under the tormal terme of a defined benaefit pigs, but also for any
constructive obitgation that anses from the municipality's informal practices. informat practices give rise o & conaiructive
obligation whers the municipality has no realistic alterative but to pay emploves benefits, An example of a conatructive
chligation is wherg & change in the muricipafity's informst praciicss would cause unaceaptable damage to ite ralationahip with
prpployees.

The ameunt recognised as g defined benefit liability 1s the net total of the following amaounts:
@ tha presant value of the defined benefit obiigation at the reporting date,
3 mings the fair vajue at the reparting date of plan assets (if any) out of which the obligations are (o be settled
diractly,
2 pius any ltability that may srise as & resull of & minimum funding requiremaernt

Fhe gmount determined a2 & defined benafit liahility may be negative (an asset). The municipatity measura the resulting assat
at the [ower off
w ihe amount determined above; and
* the presant value of any economic benefits available in the form of refunds from the plan or reductions n fuiire
sontributions to the plan. The pressnt vaiue of these ecenomic henefits is determined using a diseount rate which
reflects the time values of moneay.

Any adjustments arlsing from the dmit above is recognisad in surpis or deficit.
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1.5 Employes benefits {continued)

The municipaity determine he present value of defined benafit obligations and the fair vaiue of any plan assets with sulficisnt
regularily such thal the amounts recognised in the annual financlal statemants do not differ materiaily from the amaunts that
wetd be determingd & the eporting date,

The municipality recognises the natiotal of the foliowing amounts in surplus or deficit, excent o the axtert thal ancther
Slandard requires or permits thele inclusion in the cost of an asset:
@ current service cost;
interest cost;
the expecited return on any plan assets and on any reimbursemant righes;
actuarial gains and losses,
pagt service cost;
the effaect of any curtailments or settemants; and
the effect of applying the fimit on a defined Denafit asset (negative defined hanefit liakility).

= 0 @ & &5 %

The municipalily caes the Projscted Unit Gredit Method to determineg the presert value of its defined banefit obligations and
the refated current service cost and, where applicablz, past service cost. The Projectad Linkt Credit Mathod (somatimes known
8% the accrued benefit method pro-rated on service or a5 the benefityears of service mathod) seas each period of sarvice as
iving rise o an atiditionst unil of haneft entitternent and measures gach unit separataly o build up the fingl obligation.

in detarmining the present value of its defined benelll obligations and the related current service cosl and, where sppicable,
past service cost, an municipality shall attribute benefit to pariods of service under the plan's benefit formula, Haowever, if an
amiployee’s service in later years will lead to a materaily higher ievel of benefit than in eariar years, ap municipality shall
attribute benefit on a straighi-line basks from:
E the date when service by the empioyes firs! leads 1o banefits under the plan (whether of not the benatits are
conditional o further service), until
«  the date when further aervice by the emploves will sad o no material amount af further benafits under the pian,
other than from further salary incieases.

Actuarial vajuations srg conducied on an annuat basis hy independent actuaries separately for each plan. The results of the
vaiation are updated for any material transactions and other materal changes In circumstances (including shanges in market
prices and interest rates) up o the reporting date,

The municipakty recognises gaing or losses on the curtaitment or setlement of & defingd benefit plan whaen the curtaitment or
sotttement occurs, The gain or less on a cudaliment or settlernent comprises:

+  any resulting change in the prasent value of the defined benetlt obligation; and

= any resUlting change in the fair valua of the plan assets.

Befors determining the affect of & cuntaiment or setilement, the mumcipalily re-measure the obligation (and the refated plan
asseis, if any) using cument actuarial assumptions {including curtent market interest rates and other current market pricas),
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1.2 Employee baneflts {continued;

Other post refirement obligations

The murcipality prevides post-retitement health care benafils, housing subsidies and graiuities upon retirement o 3ome
retiraey,

The antilement o post-etiement healih care bensfits is based on the amployae remaining in senvice up to retirement age
and the completion of & minimwm service period. The expecled costs of these hanefits are accruad over the partad of
emplayment, Independent qualified actuades carry oul valuations of these obfigations. The municipality aiso provides a
gratuity and howsing subsidy on refirement to certain employess. An annal chargs 10 incoma is made 10 cover Doth thess
Habilities,

The amount recognised a5 a Hability for other long-lerm ampioves benefits is the net totl of the fallowing amaynts
# the present value of the defined benafil obligation at the reparting date,
s mwinos the fair value # the reparting date of plan assets {if any) out of which the abligations are to be settieg
directly.

The municipaiity recognises he net total of the following amounts as expense o reverue, except io he axtent that another
Standard requires of permits thelr inclusion it the cost of an asset.

w cadrrect sarvice Cost;

¢ terest cost

v the expacied refurm on any plan aesats and o any reimbursement vk recognised as an asset;

@ actuatiat gains and loaseas, which shall all be recognised immeadiataly;

u past service cost, which shall all be recognisad immediately, and

@ the effect of any corlailmeants or selilements,

140 Provisions and contingencies

Provisions are recognised whiarn!
+  the municipality has a present obligation as & result of a8 past event;
" i is probable that an outflow of rescurces embodying economic beanefits of service potential will be reguired to
settle the obligation; and
« @ reliable estimate can be made of the obligation.

Tha amount of a grovision is tha best estimate of the expandifure expected (o be requirad 10 setlle the prasent obhgation at the
feporting date.

Whars the effact of ime value of monay is material the amount of a provision s the present value of the expendifures
axpected o ba required to sefile the obligation.

The discount rate is a pre-tax rate that reflects current market assessmants of the time value of monay and the risks specific
iz ihe liakility.

Whara some o all of the expenditure required to sattle a provision is axpected to be reimbursad by another party, the
retmbursament is recognised when, and only when, it s virtuatly certain that seimbursemeant will be received i ihe municipality
sattles the obligation. The reimbursemeant is treated 28 a separate assal The amount racognised for the reimbursemant does
not exoead the amount of the provision.

Provisions are reviewed ai each reporing date and adjusted to reflact the curerd best estimate. Provisions sre reversed if it is
ne fonger probabie that an outflow of resources ambocying economic benafite or service potential will be required, to setfle the
abdgation,

Where discounting is usad, he carrying amount of & provision increasas in each period to reflact the passage of time. Thizs
increase (s recognised as an nterest expense.

A pravision is used ondy for axpanditures for which the provision was originally recognised,
Provigions are nat recagnised for future oparating deficits.

if & municipatity has a contract that i$ onerous, the present obligation (net of recoveries) under the contract is recognised and
messured 8% & provision,
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1440 Bravisions and contingeneles (conlinusd)

A constroctive obligation o restricture arses enly when s municipatity;

@ nas =z etailed formad pan for the restructuring, identifying &t laast

- the: activity/operating unit or pan of a activityfeperating unit concermed:
the principal locations affacted;

. the location, function, and spprovimate number of emplovees who will be compensated for services being
Brminated;
- the expandiuras that wall be undartaken; and
- whign the glan will be implementad: and

“ hias raised & valid expectation i those affected that 1 will carry out the restructuring by starting o implement
that plar or anpouncing s main features o those sffected by it

A reslruciuning pravision inciudes only the direct expenditures arising from the restructuning, which are those that are both,

¢ ngcessarily entalled by the restructuring, and
¢ not associated with the ongoing activities of the municipality,

The mumcipality does not recognisa a contingent tability or contingent ssset. A contingent liability is disclosed unless the
passibility of an outfliow of resources srmbocying eccnomic hanetits s remats, A contingent assat is disciosed where an
inflow of econemic benefits iy probabie,

Contingencies are disclosed in note 27,

141 Revenue from exchange trangactions

Revenue is the gross inflow of sconomic benefits or senvice potential during the reparfing period when those inflows result in
an tncreaze in net assels, other than increeses relating o contibutions from owners.

An exchanga ransaction is one in which the municipslity receives assets or services, or has liabilitles extinguished, and
directly gives approximately equal valug (primarily i the form of goods, services or use of assets) to the other party In
axehanga,

Fair vaite is the amourt for which an asset could be exchangad, or a liability settied, between knowledgeable, willing parties
i an amy's length transaction,

fleasurement
Revenus is measured at the fair value of the consideration received or recaivalle net of trade discounts and volume rebaies,
Bale of goods

Revenue from the sale of goods is recognised when @il the following canditions have been satisfied:

©  the municipaiity has transterad to the purchaser the significant risks and rewards of ownership of the aoods;

v the municipality retaing neither continuing managerial involvement to the degree usually associaten with
owierstap nor effactive control over the goods sold;

+ the amount of revenus can be maasurad raliably;

W # 15 probabla that the economic banaefits or sarvics potential associated with the trensaction will flow to the
rnunicipality; and

* e costs incurred o to be incurred in respect of the fansaction can be measured reliably.
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151 Hevenus Tram exchange transsotions {Continuged)

brsterast and dividends

Revanue atsing from the uae by others of mnicipality's assets yielding intecest, royalties and dividands or simifar distributions
i5 recogrsed whes
- # 15 probable that the econamic benefits or service potential assaciated with the tramsaction will low ta the
munieipaiity; snd
" The amount of the revanue aan be measured reliably,

intarest s recognised, in surplus or deficll, using the effactive interest rate mathog,

Dividends or simtar distributions are recognisad, in surplys or deficlt, when the monicipaiity's right to receive payrment has
been aatablishad,

Service fees included in the price of the product are recognisad as revenue aver the period during which the servios is
parformed.

1,42 Fevenue from non-grehangs transactions

Revenue comprises gross inflows of aconarmic benafits or service potential received and reeeivablie Dy ar municiality, which
represants an incraasa in net assets. other than increases retaling to contributions from Gwnars.

Conditions on transferred assets are stipulafions that specify that the future aconomic benafits o servics potantial embodiad
in the szset is reqguired to be consumed by the recipient as spacified or future gcanemic benefits or aervics potential must be
retunad 1o he ransferos

Mon-exchange ransactons are fransachans that are not exchangs transactions, In s non-exchange transaction, an
municipality aither receives value fom anather municipality without directly giving approximately equal value in exchange, or
gives valie o anather municipality withoot dirsctly receiving approximately equal value it exchange,

Hestrictons on fransfarred assets are stipulations that limit or direct the purposes for which a transferred ssset may be uaed,
but do not specify that future economic hanafits or service potential is reguired 1o be retumed to the fransferor if not deployed
&% soecifiad.

Stipulations on trangferred assets are leims i laws or reguiation, o a binding arrangament, imposed upon the use of a
ransferred assaet by entites axternal (o the reparting municipality.

Recognition

Aninflow of resaurcas from g non-exehangs ransaction recegrised ag an asset 8 recognised as revenue, axcepl o the axtant
that a liakility is also recognized in respect of the same inflaw,

Ag the municipality satiafies & present obligation recogrized as a liabifity in respect of an inflow of resources from a non-
exchange transaction recognised 28 an assat, i reducss the carrying amount of the lability recognisad snd récognisss an
armaunt of revende eausl o that reducton.

Revanue racenvad fram conditional grants, donations and funding are recegnised a3 révenue to the axtent that the municipatity
has complied with any criteria, conditions or obligations embodiad in the agreement, To the extent that the oritera, conditions
of obligations have not been met, & liability is recognised.

Measurament

Revanue from a non-exchange ransaction is measuraed at the amount of the increass in net assets recognised by e
municipality.

When, as a resull of a non-exchange ransaction, the municipality recognises an asset, it also recognises revenue equivalent
o the amount of the asset measured at ks fair value a3 at the dete of acquisition, urless itis also required {0 recognise a
figbility. YWhere a lability is required to be recognised i will be measured as the best eslimate of the amount required to settle
the obligation gt the reporting date, and the amount of the increase in net assels, If any, recngrised ss revenus, When a
ftability iz subsequently reduced, bacsuse the laxabkle event ocours of a condition is satisfied, the amotnt of the reduction in
the lahdity is recognised as revenue.
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112 Revenue from non-exchange transactions {(conlinued)
Transters

Apart frem senvices i kind, which are not recognised, the municipality receanises an asset in respect of transfers when the
transferrad resources meet the definiion of an esset and salisfy the criteris for recogrition a5 an asset,

The municipalily recogmises an asset in respact of tranafars when the transferrad resources maet e definition of an assat
and satisfy the criterda for recognition a5 an asset.

Transterred assets are measured at thelr fair value as at the date of acquisition,
Gifte and donstions, including goods in-kind

Gifs and donations, mcluding guods in kind, are recognisad as assets and ravenua whan it is probable that the future
sconamic henefits or servics potantizt will flow (o the municipality and the fair value of the resets can be measurad reliably.

Bervices l-kirnd

Bervicas in-kind are not recognized.

143 Invegiment nooms

invastment income s recognised on a time-propodion basis using the effective interest method.
144 Borrowing cosis

Borrowing costs that are directly atiributable to the acquisiton. canstruction of production of & gualifying asset are
capitatisad as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of
borrowing costs eligible for capitalisation is determined as fullows!
v Actual borrowing costs on funds speciically borrowed for the purposs of ebiaining a gualifying asset less any
investment income on the temparary invesiment of those barrowings.
+  Weighted average of e bormowing coste applicabls to the municipality on funds generally borowed for the
purpose of obtRining & quallying asseat, The barrowing custs capitalised do not excesad the tial borrowing costs
incumed,

The capitabsation of borrowing costs commencas when all the following conditions have been met.
" expenditures for the asset have baen incurred;
o horrowing costs have beon incurrad; and
w activities that are necessary io prapare the assat for s intended use or sale are undertaken.

Whan the carrying amount or the expected ultimete cost of the qualifying asset excends s recoverabie amount oy
recovershle service amount or net reglizsable value or reptacemant cost, tha camying amaount s writter down or writtan off
i accordance with the acoownting policy on fmpairment of Assets as per accounting policy aurmnbear and 1.8, In cartain
circumstances, the amount of the writewdown or write-off ie wiitten back in accordancs with the same accounting policy.
sapiialisaton s suspendad during extended periods It which active development is interripted.

Capitalisation ceases when substaniially all the activiies nacassary to prapare the gualifying asset ior iis intendsd use or
sale arg coimpiete.

Wineri the municinality compleles the construction of a qualifying asset i parts and each part 1g capabla of Deing used
whils construction continues on other parts, the municipality ceases capitabaing borrowing costs when it complaetes
substantiaiy all the activities necessary to prepare that part for its intended use or sale.

Al other borrowing costs are Tecoonisad as an expanse in the period in which they are incurrad.

148 Comparative figures

Whare necassary, comparative figuras have seen reclassified o conform to changes i presentation in the Gurrent year,
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10418 Unauthorised axpenditure
Uriauihorised expenditire means;
» overspending of a vole or a main division within a vote; snd
" expenditure not in accordanae wih the purpose of a vols ar, i the case of & maln division, pot in accordance wirh
the purpess of the main division.
Al expanditure refating to unauthonsed expenditure i recognised as an arpenss in the steiament of finandal performance in
the yaar that the expenditure was incurrad. The expanditure is classified in socordance with the nature of the expanss, and
whare recoverad, # is subsequantly accountad for a3 ravenus in the statement of Rnangis performance.
147 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have bean svolded had reascnable care besen
auarrised.

All experdiure relating to fruitess and wastefil expenditure s recognised 8s an expense in the statement of financial
performanice in the vear that the expenditure was incurred. The expenditure is classified in accordancs with the nature of e
axparise, and whare recoverad, i is subsequently accounted for 25 revenug in the siatement of fnancial parformane.

1458 Irregular expenditure

frraguiar expenditure |5 expenditire that s contrary to the Municipa Finance Management Act (Act No.56 of 2005, the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Beargrs Aot (Act No. 20 of 1988) o s in contravention of
the municipality's supply chain managerent policy, lregitar expenditure exchides unautharised expenditure. frrecguibar
expenditure is accounted for as expenditure in the Stetement of Financlal Performance and where recoverad, it is
subsaquently accountad for as revenue in the Statement of Financial Performancs.

118 Prosentation of currency

These annual Tnancial statements are presented in Sowth African Rand, which is the functional currendy of ihe mumicipatity.
120 Weark in progress

Work in progress is recogniged at cost and not deprecistad. i includas all costs incurred in bringing the ultimate assets ©
their condition and focation as intended by management,

Wark in prograss will e transfeired to property, pfant and squipman when the assets are available for usa,

Waork in progress redating to projects an behalf of other entities will be transterred o the spacific entity whan the assets are
available for use.

1.24 Value Sdded Tax
The municipaiity accounts for VAT on the payment basis,
122 Budget informaiion

The approved budgst is prepared on a cash besis and prasented by economic classification linked o petformance oultome
ohbjentives,

The approved budget covers the fiscal pered from 20120701 to 2013-06-30,

The Annual Financisl Statements and the budget are not on the same basis of accounting. The actual fnancial statement
information is thersfor prasentad on a comparable basis to the budget information, The comparison and the reconciliation
betwaan the Statement of Financial Performance ard the budget for the reporting pariad have baen included in the Statement
of Comparison of Budget and Actual Amounts.

1,23 Related pairies
The municipality oparates in an econcmic sector currently daminated by entities directly or indirectly owned by the South

Aftican Governiment. As a consequence of tha constitutional independence of the three spheres of govarmment in South
Africa, ondy entities within the: local sphere of govermment are considerad (o be relatad parties.

28



hianzeni District Municipality

Annual Financlal Stataments for the yesr endad 30 June 2013

123 Related parttes {condinued)

Managernent are those persans responsible for planning, drecting and controling the activities of the municiplity, inciuding
those charged with the governance of the municmality in accordance with lagislation, in instances whare theey sre racuired Lo
parform such functions,

Close marmbers of the family of a parson are considered to be hose family members who may be axpected to influsnce, or be
influenced by, that managament in thair dealings with the municipality.

Only ransactions with retated parties not &t anm's length or not in the ordinary course of business are disclosed.
124 Golng concers assompiion

These anmual financial statements have been prepared on the assumption that the municipality will continue to operate as w
going concem for at teast the next 12 months,

128 Canitat commitments
ftems are classdied as commitments wherg the municipafity comimits kself to future transactions that will normally reslt i

tha outfiow of resources,

-apital cammitiments are not recognised in the slatement of financial position as a lability, but are included in the
disclosure netes in the foliowing cases;

- approved and contracted commitrmants:

- where the expercfiivrs hag bean approved and he contract has been awarded at tha reporting date; and

« where disciosure is required by & speaific standard of GRAR
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2. Mew standards and interpretations
2% Biandards and mtsepretattons effective and adopted I e current year

in the current vear, the municipality has agoptad the fallowing standards and interpretalions that are effective for the
ourrent fnemcial year and that are refevant to #5 oparations:

GRAP 23 Revenue from MNon exchange Transactions

Revenue from non exchange transactions arses when a muniopality receives valug from ancther entity without diractly
giving aporoximately equat value in axchange, An asset acquited through a non exchange iransachon shall inilially be
measured 5t s fair value as at the date of aoguisition,

This revenue witl be measured at the amount of increase in net assets recognisad by the municipality.

Anmficw of rescurces fom a non exchangs ransaction recogrised 85 an snsst shall be recognised as rovende, swoepd 1o
the axiant that & dabiiity Is recognised for the same inflow. A & runicipality satisfies & present obligation cecognised 53 &
Habilty in respact of an inflow of resouroes fram & non exchange ransaction recognised as an asset, Twill reduce the
carrying ameunt of the Hability recognised and recognise an amount equal to that reduction as revenue.

The effective dale of the standard 15 for years beginning on of after 01 April 2012,

The municipatity has pdopted the standaed for the frst tme I the 2013 anpual finsicisl statemeants.
The impact of the standard 18 nat msterial.

GRAR 24 Presentation of Budget information in the Financlal Batements

Supject to e reauirements of paragraph 18, & monicipaiity shall present 2 comparisen of the budger amounts for which it
15 hedd publicly accouriable and actual amounts sither as a separate additional financial statement or a3 additional budgat
eoturmns 1 the fnancial statements currently presantad in accordance with Siandards of GRAR. The comparisen of budget
and actual amaunts shail present separately for sach lavel of legistative oversight:
the spproved and final budget amounts;
the actuat amounts on a comparabie Dasis, and
- by way of note disciosure, an explanation of matenal differences betwaean the budgat for which the municipaiity is
hetd publicly accountable and actual amounts, uniess such explanation i included in other public documeants
izsuad in conjurction with the finsncial statamenis, and 8 cross referance o those doctments s made i the
netes,

Whare a munlcipality prepares s buddget and financial statements on 8 comparaiie basis, it includes the comparison as
ar additional colums i the primary financial siatements. Where the budget and financial statements are not prepared on a
comparable basis, & separate statement s prepared called the 'Statement of Comparisen of Budget and Actual Amounts',
This statement comparas the hudget amounts with the amounts in the financial statements adjusied to be comparable to
the budget.

A comparable basis means that the budget and financial statements:

- arg propared using the sams basis of accouniing e either cash or sochuat,

- include the same activities and entities,

- uge the same dassification system, and

- afe prepared for the same pericd.

The effective date of the standard is for years beginning on or after 01 Aprit 2012,

The municipality has adopted the standard for the first time in the 2013 anmusl Anancial statemants,

The adoption of this stantard hae not had a material impact on the results of the municipaiity, but has resulted in more
disciosure than would have previously bean provided in the annual tnanaial statements.

Refer to Statement of Comparison of Budget and Achual Amaounts for the disclosure made.
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2. Mew standargs and interpratations (contnued)
GRAP 21 impalrment of Non cash generating Assets

Mon cash generating assels are assets olher than cash generating assets.
Whan the carrying smaunt of @ non cash generating asset exceeds its recoverabie sorvice amaount, 1113 impaired,

A municipality assesses at each reporting date whether there is any indication that a non cash generating assst may be
impaired. if any such indication exists, a municipatity estimates the recoverable service amount of the asset
Tha present vaite of ihe ramaining sevice patential of & non cash ganerating asset is geterminad using one of the
following approaches:

- depraciated replacement cost approach,
- restoration aost aporoach; or
- garvice unils approach,

#ihe racoverabla service amount of & non cash genarating asaet is lsss than its carrying amount, the canying amount of
ihe duselis reduced to its recoverable sarvice amount, This reduction is an impairmant loss. An impairment Ioss is
recegnised immediataly in surplus or defict Any impairment loss of & revalued non cash uenarating asset is treated as a
réevaluabion dacrepse,

A midnicipalty essesses & each reporting date whether there is any indication that an impairment loss racogniasd in priot
perinds for 8 non cash generating asset may no fonger exist or may have decreased. if any auch indicetion exists, o
mmnicipaity estimates the recovarable senvice amaunt of that suset,

Areversal of animpairment loss for a non cash genarating assel is recognizad immadiately in surplus or deficit. Any
reversa! of an impaimant loss of & revalued non cask genarating assel s treated as 3 revaluation increasa.

The effeciive date of the standard is for years baginting on or after 01 Aprit 2042,

The municipality has adepted the standard for the frst time in the 2013 annual financial statements.
The impact of the standard is nof materisl,

GRAP 26 fmpairment of Cash generating Assets

Cash generating assels are those assels held by 2 municipality with the grimary objective of genarating & commercial
retumn. When an assel is deployed in a manner consistent with that adopted by a profit orentated entity, i generates a
commercial retum.

Whan the carmying amount of & cash generating assat excesds s recoverable amaount, it is frnpadred,

A munigipality assesses at cach reponing date whether there is sny indication that a cash peneraling asset may be

impaired, If any such indication exists, o municipality estimates the recoverabie amourt of the asset, When gatirating the
value in use of an assel, a monicipality estimates the futtre cash inflows and outfiows to be derved form continuing use of
the aseet and from s ullimate dispesal and o municipality appties the appropriate discount rate 1o those future cash fAows.

I¥ ther racoverable amount of 8 cash oenerating ssset s less than its carrying ameunt, the carrying amount of the asset is
reduced to its recoverable amount, This reduction is an impairment loss. An impairment loss is racognised irnmediately in
siipius of defich. Any impairment loss of @ revalued cash generating asset is reated a8 a revaluation decrease.

ifthere lg any indication that an asset may be impaired, the recoverable amaount is estimated for the individus! asset ¥ #is
not posgible to estimate the recoverable amount of the individial asset, a municipality determines the recoverabie smount
of the cash genarating unit to which the asset belongs (the asset's cash penarating unit),

I an aciive markel exists for the sutput produced by an assst or group of assets, that asset or group of sssets s identified

2s a cash genarating unit, aven if some or &l of the output is used internally. If the cash inflows genersted by any asgef or

cash generaling unit are affectea by internal transfer pricing, the municipality uses management's best estimate of future

prive(s) thal could be achieved In arm's {ength transactions in estimating:

- the futire cash inflows used to detarming the asset's or cash generating unit's vatue v use; and

- tha futwre cash autilows used to determing the valus in use of any other assets or cash gengrating units et are
affectad by the internal transfer pricing.
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& New standards and mierpretations {continued)

Cash generating units ars identified consistantiy from period to pariod for the sarme asset or wpes of sssers, unloss 5
change s justified,

An inpairment loss is recognised Bor a cash generating unit if the recoverable amount of the unit is less tar the Garying
amount of the unit. The Impairment s allocsted to reduce the carrying amount of e cash ganerating assets of the unit on
& pro rata hasis, based on the carrying amount of each zesel in tha unit, Thass reductions in CRITYING Amouts are reated
&y impairment leases on individual assels,

Where 2 non cash generating asset contributes 10 a cash generating unit, a propartian of the carrying amount of that non
cash generating assel 15 sffocated to the carrying amount of the cash generating it pricr i astimation of the recoverable
amnount of the cush generating unit

A municipalily sssesses al each reporling date whether there is any indication that an Impairment loss recognised in [aicy
periods for a cash generating assel may ne longser exist or may have decreased, I any such indication exists, a
murcipality estimates the recoverable amaunt of that asset,

A reversat of an impaicment toss for 2 cash generating asset s recognised immediately in surplus or defict. Any revarsa
of an impairment foss of & revalued cash generating ssset {5 treated a8 & revaluation increase.

The effective date of the standard is for years beginning on or after 01 Apel 2012,

The municipality hes adopted the standard for the first time in the 2013 annual financial statements.
The impact of the standard is not material as the municipality does not have cash generating assets.
GRAR 1071 Herltage Asseds

GHRAP 103 defines heritage assels as assets which have a cultural, anvironmental, stoncal, natursl, scientific,
technological or adistic sgnificance and are held indefinitely Yor the benafit of present and fiture ganerations.
A heritage asset should e recognised as an asset only if
. itis probable that future ecanomic baredite or servies potertial associated with the meset will flow to the
municipality, and
the cest of fair value of the asset can he measured relisbiy.

The Standard of GRAP requires judgiment in applying the initial reconnition eriterta (o the specific dreumstances
surrounding the municipality and the assels.

GRAP 103 states that & haritage asset chould be measured &t its cost unless it is acquired through & non exchangs
ransaction which should then be maeasured at its fair valug as at the date of acauisition,

in terms of the Standard of GRAP, a municipality has a cheice betwean the cost and revaluation model as secounting
policy for subseguent recognition and should apply the chosen policy to an entire ciass of haritage assets.

The cost model reguires 3 dass of heritage assets 1o be camied at its cost less any accumuiated impairment losses,

The revaluation model required a class of heritage aseeis (0 be caried st its falr value at the date of the revalustion less
any subsaequent impairment logses. The Standard of GRAP also states that 3 restriction on the disposal of & haritage asset
doas not preciude the muricipality from determining the fzir value.

i & herilage asset's carrying amount is increased as a result of a ravaluaton, the increase should be credited directly to a
ravaiuation surplus. However, the increase should be recognised in surpius or deficit to e extent that it reverses
revaluation decrease of the same herftage asset previously recogrised in suplus or deficit, F a heritage asset's CEATYIng
amount ke decreasad as a resul of 4 revaluation, the decreass should be recognised in surplus or dafic. Mowever, the
deeraase should e debited directly to a revalusation swrolus to the extent of any cradit balance existing in the revaluation
surplus in respect of (hat teritage asset,

GRAF 103 states that & heritage assat shouldd not be depreciated but a municipality should assess at each reporting dale
whather thare 12 an indication that it may be impaired.

The carrying amount of a haritage assaet should ba derecognised;
- un disposal, ar

33
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2 Mew standards and intsrpretations (oomtinued)
- when e fulure sconomic benefits o service potential are expected from its use or disposal.

The gain or loss ansing from the deracognition of a heritage assel should be determined as the difference betwasn the nat
disposal proceeds, i any, and the carrying amount of the heritage assat Such diference is recaghisad in surpive or deficit

whan the heritage asset is derscognisad,

The eifctive date of the standard i for years beginning an or after 01 Apsil 2012,

The municipaity has adopled the standard for the first gme in the 2013 annual financial statements,
The mpact of the siandard Is not matenal as the municipality does not have hetitage assals.
GRAP 104 Financial nstruments

The Standard of GRAP prescribes recognition, measurement, presentation and disclosure requirements for financial
mstruments. Financiad instruments are defined ss those contracts that results in a financial asset in one rnicipatity and g
financial liabitty or residual inferast in ancther municipanty, A key distinguishing factor between financial 9ssets and
financial liabilites and other assets and liatiites, & that they are saflled in cash or oy exchanging finarcial ngrumans
rather than through the provision of goods or services,

In determining whether » financial instrument is a financial assel, Snancial Habiiity or & resicdual intersst, a IRty
considers the substance of the contract and not just the legal form.

Financial assets and financial labilites are initially recognised at fais value, Whare a munitipaity subsagquently messures
firancial assets and financia liskilites at amonised cost or cost, ransactions costs are included in the cost of the nazet or
tiabiity.

Tha transaction price vaually equals the iy value st initial recogition, axcaet in cerain creumstances, for gxample,
witars interest free creditis granted or whare credit is granted af a below markat rate of interast,

Shaort term recelvables snd payables are not discounted whers the initial creds pariad granted or received is conaistent
with tarms used in the public sector, either through estahlished practices or fegislation.

Concessionary loans are loans sither recaived by or granted to another mumicipality on concassionary terms, &g, o low
interast rates and Haxible repayment terms. On faitial recognition, the fair value of & concessionary foan is the preaent
value of the agraed contractual cash flows, discounted using a market related rate of intereat for a similar transaction, the
difference between the procseds sither received or paid and the present value of the contraciual cash flows is accountad
for as nor exchange revanue by the recipient of a concessionary loan in aceordance with Standacd of GIRAP on Revenus
from Non exchange Revenue Transactions (Taxes and Trensfers), and using the Framework for the Preparation and

Presentation of Financial Statemants (ususlly 88 an expense) by the granter of the loan.

Fancial assets and financial iabiities are subsequently measured elther at fair value or, amorised cost of cost. A

msitcipality measures & financial instrument at fair value i it is:
a derivative;

- & combined instrument designated st falr valus, Le. an nstument that inciudas 2 detivative and a nen dervative
host contract:

- hedd for rading;
a non dervative instiumant with fixed or determinatte payments that 18 designated at initial recogrition © be
measured & falr value;

- an nvestmant in a residual interest for which fair value can be messurad reliablv; and

- ather instruments that de not mest the definition of financial instruments at amortised cost of cost,

- Whera the host contrast is not a fisanclal instrumaent within the scope of this Standard, the host contract and
ambedded dervative gre accounted for separaiely using GRAP 104 and the refevant Standar of GRAD.

Financial assets and financial lsbilities that are non derivative instruments with fixed or determinable payments, for

wxample deposits with banks, receivebles and payables, are measured at amortised cost. A initial racognition, 4
murticipality cas however designate such an instrument o be messured at tair value,

A municipaiity can only measure iInvestments in residual inferesis at cost whare the fair value of the intarest cannot ba
determined refiably.
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Motes to the Annual Financial Statements

2. New standards and interpretations {continued)
Unce a municipality has classified a finsncisl asset or & Hnancial Hakiity aithar st fair vaiue or armaordised cost or cost, (s
only aliowed 10 reclassily such instrumeants in fimited instances.

A municipality derecogrises & financial asset, or the specifically identified cash flows of sn assat, when:
. the cash flows from the asset expire, are saitled or wiaived:

- stanificant risks and rewards are transfarred to another party: or
- despite having retained significant risks and rewards, & municipatity has transterred control of $ie asset o anather
muanicipality.

A municipality derecogrises a fnancial Bability when the obligation is extinguished, Exchanges of debt instruments
betwean a borrowsr and 8 lendet are eated as the axtinguishment of an exigting liabifity and the recagnition of a new
fnancial ability. Whigre a municipadity modifies the term of an existing financiat Hability, it i3 2lso trested as the
sxtinguishmant of an existing liablity and the recognition of & new liability.

A muricipality cannot offset financial assets and financial labilites in the statemant of financial position unless o lagal
right of sat off exists, and the garties intend o settle on 3 nel basis.

GRAP 104 requires extensive disclosures on the significance of financial instruments for a rmunicipatity’s statement of
financial position and statament of financial performance, as well as the nature and extent of the risks that a raLinicipaiity is
exposed 1o a8 a resull of its finencial statemants. Some disclosures, far exampla the disclosure of fair values for
fnstruments measured at amortised cost or cost and the preparation of & sansitivity analysis, are encouraged rathar than
rescuired.

The effective date of the amendment is for years beginning on or after 01 April 2012,
The municipality has adopted the standard for the first time in the 2013 annual financial statements,

The adoption of this standard has not had a material impact on the results of the municipality, but has resutted in differant
disclosure than had previously been provided in the annual firancial statements.,

GRAP 27 Agricultyre

This Standard of GRAP replaces the previous Standard of GRAR on Agriculture (GRAP 101) due io the [PSASE that has
ssued an IPSAS on Agricuiture (IFSAS 27,

The effactive date of the slandard is for years beginning on or after 01 Aprit 2012

There s ne impaat of the siendard on adoption,

GRAP 3 (as revised 20131 Intangible Assets (replaces GRAP 102

This Standard of GRAP replaces the previous Standard of GRAP on Intangitde Assets (GRAP 103 e 10 the IPSASE that

has issued an IPSAS on intangible Assets (IPSAS 31).

Changes made comprisa three areas that gan be surmmarised as follows:

- consequential amendments arising from the alignment of the accaunting trestment and text of GRAP 102 with that
N IPGAS 371,
the deletion of guidances and examples from interpretations issued by the Intemationat Accounting Blandards
Board {IABE) previously included in GRAE 102; and
changes to enswre consistency between the Standards of GRAR, or to clarity existing principles,

Alb amendmeants are o be applied retrospectively.

The effective date of the standard 1s for vears beginning on o aftor 07 Anril 2015,

There is ao impact of the standard on adoption,
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4o Mew standards and inferpretations {continued)
22 Slandards snd interpretations issued, but not yat effactive

The mupicipalty has nof applied the following standards and interpretations, which have been published and are
mandatary fiv the municipaiity's accounting periods beginning on or after 07 July 2042 or later pericds;

GRAR 20 Redated Party Disclosures

The objective of this Slandard of GRAP is fo anaure that a municipality's financial statements contain the disclosures
necessary (o draw attention io the possiviity that itz financiat position and surplus or deficit may have bean affected by the
axistance of related parlies and by transactions and outstanding balances with such partiss.

This Standard of GRAF requires disolosure of related party relstonships, transactions and outstanding badanoes, inciuding
cominitments, in the consclidated and separate financial statements of the municipality in accordance with the Standard of
GRAF on Consolidated and Separate Financial Statements, This Standard of GRAP aiso applies to individual Snancial
statements,

Tha standard states that & related party transaction is a fransfer of resources, services or abiigations batwaeen the reparing
entity and & related party, regardless of whather a price is chargad.
The Standard of GRAF sets ouf the reqguiremants. intee alia, for the disclosure af
contrad;
redated party trarsactions, and
- remuneration of management

Lnly ransactions with related parties where the transactions are net concludad within normal operating procsdures or on
terms that are net o more of no less favourable than the tarms i would use 1o conclude ransacions with anothar entity
or parsan are disclosed.

The standard requiras that remuneration of management must be disclosed per parson and in aggregate,

No affective date has yet been determined by the Ministar of Finance,

The municipaity expects to adept the standard for the first time onee it bacomes effective.

s unlikely that the standacd will have & materisi impact on the munisipaiity's financial statements.

GRAP 25 Employee Benefits

The objective of GRAP 25 is to prescribe the accounting and disclosure for employes benefits. The Standard of GRAD
requiras a municipality Lo tecognise,

- a fiability when an employes has provided servics in axchange for employes benafits to be paid in the future; and
- an expanse when a municipality consumes the seonemic benefits or service potertial arsing from service

provided oy an employves in exchange for emploves banefits,

The Standard of GRAP states the recognition, measuramant and disclosure requiramants of,
- shar i emplioyes banefits,

* all short term emploves benefits:

" shott term compensated absences;

: bonus, incaerive and performance ratated payments;
- past empioymeant beneaflis,
- ather lang terms employes banefits, and
- immination henefits.

The major difterenca hetwaen this Slandard of GRAP and IAS 19 is with regards ta the treatment of actuarial gains and
losses and past service costs. This Standard of GRAP requires a municipality to recognise afl actuarial gaing and beses
and past gervice costs immediately in the statemaent of tinancisl performance once aocurmad,

His urdikely that the standard will have a materal impact on the municipatity's financial statements.

GRAP 108 TransTers of Functions Betwesn Entities Under Common Control
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2 New standards and intergretations {(continued)
The abjective of this Standard of GRAF is to establish sccounting principles for the scquirer and transferar in & transfer of
furnclions hatwaen municipatities under commaon control,

A tranefer of funclions hetwaen municipalities under common control is a8 reorganisation and/or reatiocation of funciions
between municipalities that are witimately controfled by the same entity hefore and afler a transfar of funclions.

in the event of & transfer of functions hetween municipaities under common coniral, the asasts and Habilities should he
recognised {by the acguirer) at thalr carrying amounts and should be derecognised (by the transfaror) at thelr carrying
arneints,

The differencs betwean amount of considergtion paid or received, I any, and the carying amaounts of assets snd Habiites
shouid be recogaised i acoundialed surplus [ ety

Specific disclosures sve ragquired whien there & & ranster of funciions batween munitipalities under commaon control.
Mo effective date bag vet been determined by the Minister of Finance.

The municipality sxipacts W adopt the stancard for the first time once it becomes affective.

The impact of this standard is cumently being assessed.

GRAE 106 Traneters of Functions Between Entities not Under Somimon Control

The objective of this Standard of GRAP is to sstablish accounting principles for the acquirer in a transfer of functions
hatwaan municipalities not bhder comman control.

A tranafer of Functions batwesn municipafiias not under comman control is a reorganisation and/or reallocation of
furictions between municipatitias that are not uitimately controled by the same entity before and after a transtar of
functions,

s the event of 2 transfer of functions between municipalities not under common contral, the assets and labilities should
ke recognised (by the acquirer} at their acquisiion date far values and should be derecognised (by the acquiras) at their
carying amounts.

The difference between amount of consideration paid or recebved, if any, and the far value of assels acguired and

liahilitizs assumed or ciifrying amaounts of assats tranaferred and Habilities relinguished showd b recognisad in surpius /
{deficit),

For transfer of funclions between municipalities not under commen control there are some spedfic recognition and
priegsLivement principles and excaptions o the recognifion and measurament grincipes,

Specific discosuraes are reguired whar there i5 2 transter of functions betwean mupicipaliies nat under somman control,
Mo effective dale has vet been determined by the Minster of Finance,

The municiality expects o sdopt the standard onee it becomes effactive.

Tha impact of this amandment (s currently being assessed.

GRAR 107 Mergers

The ohjective of this Standard of GRAP is to establish accounting principfes for the combined municipality and combining
municipalities in s merger.

Amerger is where a new combined mumcipality is startad, no acqurer an be wantified and the combining murdcipatities
o not have any control over the municipeality.

in the averd of & merger, the assets and Habiities should be recognised (by the combined municipality) at their carrying
amounts and shaudd be derecognised (by Bie combining municipalitizs) st iheir carrying amounts,

Tha differance between the carrying amourts of assets and liabitities should be recognised in accumulated surplus /

ar
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D3, New standards and interpretations {continued)
{cheficit),

Shecific disciosures aré requited when thare is @ merger,

Mo affoctive date has vel been determinad by the Minister of Finance,

The municipality expects to adopl the standard once it Decomes sffectve.

The impect of this standard is currently being assessed.

IGRAR Y {as revised 2012} Applying the Probability Test on initial Recognition of Revenue

This interpretation of the Standaras of GRAP now sddrasses the mannar in which the municipality apaelies the probability
ekl on iniis recognition of oty

* exchangs revenus in acsordancs with e Standacd of GRAP on Revenue from Bxchanges Transsctions, and
. non-exchange revenue i accordance with the Standard of GRAR oy Revenue from Non-exehange Transactions

{Taxes and Transtors),

Thig interpretahon supersedes the interpretation of the Standards of GRAP: Applying the Probabitity Test on Initiad
Recegniton of Exchangs Revenue issuad in 2008,

The effective date of the interprefation is for years beginning on or after 01 Aprit 2012

Tha municipality expects to adopt the interpretation for the first me in the 2014 annual finencial statements.
it is unlikely that the inferpretation will have a material impact on the municipality's fnancial statements.
IGRAP 16 Infangible Assets Webshe Cosls

The Interpretation deats with the treatment of a municipality's own website. The guidance on website costs was praviously
inciudad in the Standard of GRAP on intangible Assets.

it eoncludes that a municipatity’s own website that anses from development and is for internal or external access is an
intarnaily generated intangible ssset that is subject to the requiremants of the Standard of GRAR on Intangible Assets.

A website arising from development will pe recogniged as an intangible asset i, and amy f) In addition {o compiving with

the general requiraments described in the Slandard of GRAF on intangible Assets for racognition and inilial measuremant,

& munctpality can satisly the requirements in paragraph .54 in the Standard of GRAR on intangible Assets, which in

particuiar requires a municipatity © be able to demonstrate haw its website will generate prabable fiture economic berefits

o sarvice potantial.

if a1 municipaiity s not able 1 demonstrate how a wabsite developed selely or primarily for providing information about it
oy procucts and services will ganarate probable future economic benafils or service potential, all expanditure on
devaloping such a websiie will be recognised as an axpense whean incurred

A welsite thal s recognised ag an intangible assel under this Inferprelation will be messured aftar intial recognition by
anpkying the requirements In the Standard of GRAF on intangible Assets

The affective date of the interpretation is for years beginning on or after 01 Aprit 2013

The municipality expects (o adopt the interpretation for the fiest time in the 2004 financial slatements
iz unlikaly that the interpratation will have & materal mpact on the municipality's financial statementis.
tmprovements to Standards of SRAR

The following Standards of GRAF have baen amendsd as part of the ASE's inprovements Projset for 2001
GRAP 1,

- GRAP
GRAFP T,
GRAF 8,
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& Mow stendards and interprotations (continued)
GRAP 12

GHAR 13,

- GRAP 1B, and

- GRAF 17

The changes mads wili have no skanificant wnpact, excapt fol the following.

A change fo the cost model when a reliable measure of fair value s no longer available (or vice varsa) for oy asset thit 8
Standard of GRAP would ofnenwvise require or permit 1o De messured at faw vatue are no longer congiderad to be a changs
in an sccounting policy it tarms of the Standard of GRAP on Accounting Policies, Changes in Accounting Eatimates and
Errors (ag revised iy 2010%

A requirsment to include ransaction costs on intigl recognition of aninvestment in an associate uodar the aguity method,
has bean included in the Standard of GRAP Investments in Associates.

Omanges were made 1o the Standsrd of GRAR on trvestmeant Property (as revised in 2010) 1o engure the coensistent
application of the principle where asssts are scguired in exchangs for non monatary asaets when the exchange transaction
fmeks commerciol substance. Furthernore the assessment of significant use of an investment propecty hias been Clariffed,
Changes ware mads 1o the Standacd of GRAP on Praperty, Plant ana Equipment (as revisad in 2010) to ensure the
consistent apphaation of the pringipis whare assels are acquired in exchangs for non moenetary assets when the exchangs
trangaction lacks commercial substance. Furthenmnore the requirement to disclose property, plant and equipmeant that ware
temporarily idie, has baen clarfiad

The effective date of the amandment s for years begioning on or after 31 Agnl 2013,

The muricipality expects to adopt the smendmant for the first ime 1 the 2004 finandial statements.

It is unlikely that the smendments wilt have a materal impact on the municipality's inanciat stalaments.
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I—:gurns iy Rarnc 201 3 2042

3. Cash and cash equbvabents

Cash and cash equivalents consist of

Cash on nand 4 000 4 (0
pank balances 1 143 877 B O3 411

The municlpally had the following bank accounts
Aot rurber [ description

FMNE Netsorutt - 82 113 487 415
FMB Nedsprait - 62 113 492 938
FNE Nafspruit - 62 113 458 ¢18
FNE Nelsprait - 82 113 498 380
FINB Nelspruit - 82 113 488 708
FINE Nelsprilt - 82 113 488 564
FNE Nelspruit - 82 113 480 584

Standard Bank Nelspruit - QOB3ER5E22 (Primary bank sCoount)

Standard Bank Nelsproit - Q0002732268705
Tertal
4. Racelvabies from non-ewehange transactions

Trade receivables
Other receivables

Trade receivables
2013

Froparty rates
(ther recaivables

2014

Property rates
{ither receivables

Trade receivables: Ageing

Currant (0 - 30 days)
365+ Days

Teade and other racelvables past due but not impaired

Current (0 - 20 days)
S Daye

14 147 877

5 827 417

Cagh hook /| Bank staterment balanoes

30 June 2013 30 June 2012

4 279 378

2433972

3G June 2011

1327 57a

215 6B 211 861 203 Bon
447 GTE 431 114 413 g
A8 I8} 428 485 411 Ohe
1028 T4 2E6 858 a7 24
1 dia Bag 1 368 058 1310 834
G1 504G a0 033 68 303
3 E28RBTE - p
Tev2 - -
1 143 877 5923 441 4 52 392
- 38 Ak 704
417 B 2 (46 285
411 B48 41 50% 856
Giross balancs  Allowanoe for Total
cieiat
impairment
118 476 060 (119 475 080 -
B7G 4758 {158 6857) 411 518
120 048 538 (119831717 411 848
Gross balance Allowance for Total
dabt
impairment

119 475 04
A 4G 255

{80 018 356y

3% 450 704
2046 255

121 821 315

{80 618 3566}

41 802 555

Assbitert

o
i

;
¥

870 478
118 474 QB0

2 048 265
119 475 060

39 456 708

i
b
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4. Recewables from non-exehange transaciions (continued)

Teadde and other receivahles impeired

465+ Days (119833 717) (80 018 356)
Reconciiation of provision for impairmont of trads and pther receivables

Opening balance (B0 018 356) (B0 018 356)
Aliowance for debt impairmant (35 615 3613

8, inveniories

Consumabia stores

Onening balanoce

Additians

bsted

Wiitten off

Closing halance

invartores comprise of office stationary,
8. Lapiatised pre-aid expenses

Capitahsed prepald expenses

{118 633 717}

{80 018 356)

26T 237

21E 304

312 304
547 388

(527 807}
(64 D5G)

251 245
816 497
(755 418

2ET B2

312 304

£33 043

Cepitalised pre-paid expenses relates (o pre-paid maintenance cast o Da incurred within the next 12 manths regarding

gisaster aguipmeant,

7. VAT recetvable
SARS VAT refundable
8. hwastiments
Fixed deposits

fListad investmants

4 4 219

228 966

T¥T 388

2 636 260

24 BRY

2 048 B33

2R 648

2 aTE 20

Santam jisted nvestments are disclosed at current market value of shares gt raporting date, Tha municipality's sk is that the
share price of listed invesiments might drop significantly duting the period under review and result in a substandal loss of the
investment, The share price risk is managed by only investing in reputable listed gniities with 8 good track record.
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Ehlarzend District Municipality
At Financial Statements for the year ended 20 June 2012

mem to the Annual Financial Statements

] - 2013 2012
B Properly, plant and squipment
2013 2012
Coust/ Accumulated  Carrying Cost f hecumnulated Carrying
Yaination  depreciation value Yaluation  depraclation valie
and and
accumuiated aceumainigd
impairment impairment
Lad T 165 083 - 7185083 7 165 083 - 7165 083
%u}id_mgﬁ _ 22512 64AG  (IGTITOEDY IMBVOL GBG 232512648 (11 OB L08) 221484 247
Furniture and fixidres 9330 17s (2932121 & 386 088 G380 7VR {2 016 215} T 334 Be3

Mator vehicles
Office aguipment
Flart and eguipment
Fins and containgers

4 LaT 880
232028 402
2 380 443

{3133 631)
(23 732 833)
(1 370 275)

1404 219
B 206 560
1O 67

4 TOE 173
31 688 208
2285 T

(2743 530)
(21 %01 055)
(26 318)

1082 843
S 8HE 251
1 330 382

Tosal

4 289 (3 740) 544 4 28% (3 BA0) G55
287 988 8R4 (A7 BB 660) 240 071 234 2BV GOY YR (38 565 BES! 240 123 022

Reconcitiation of property, plant and eguipment - 2013

tand

Buildings

Furniture and finttires
Motor vehicies

Office aquipment
Plant and equipment
Bins and contalners

Reconcillation of property, plant and equipment « 2042

Land

Buildings

Furniture ard fixiures
Mator vehiclas

Oifice aquipment
Plart and eguipmerst
Bins and gontainers

Fledged as security
Carrying value of assets pledged as security:

Land and bulidings

7165 083
235 5UT 998
& 264 460
2154 665
18 346 814
17T B80
1258

T aes o1y

276 3 168

(13819715

(5628 8‘)3}

o 8&7 {4 128) (831 628)
748 709 {19 904) (920 B28)
237 041 (2285 (B 6YT 42€)
5 8ay (446G 2043

. (u,cgt_})

{15 843 974) "%3?’}

Qpening Additions Disposals Depreciation Total
Datanoe
7185 083 - 7165 083
221 A4 442 - - (5 B35 863 215 7495 558G
7 334 562 208 {12 498) (924 313 G 348 0518
1 b6z 643 36 940 {13 684 (581 GEG) 1404 218
9 386 251 878 244 (BT317) {2 428 809) B 266 Ghs
1 339 582 126 092 (1261 (463 0413 1011 187
868 - (11 548
2ABZ3 023 1 a4t '"33 158 760} {10 034 611} 240 071 254
Crpening Additions Bisposals  Depreciation Total
batance

7165 083
wat a3 a4z
7534 563
1862 643

P BEG 251
1338 382
B4

RAY 123 Ma"

Refar to Appendix B for mare datail on proparty, plant and equipment.

215 TYE BRY

A32 512 548

A




Eilanzent District Municipality

Annual Financial Staterments for the year endaed 30 June 2013

Notes to the Aﬂkmuaﬁ @?%mm%aﬁ Statements

Fignres i Fand 2018

1 Payables from exchange transactions

Trade payables B 427 685
4142788

Retantions

200217465
3457 917

12 570 447

2% B3 GA2

. Work in prograss

Canstruction work in progress 6372 097

867 543

; ‘
;‘ H
H H
; i
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i
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Ehianzeni District Municipality

Annual Financial Steraents for the vear ended 30 June 2043

Motes to the Annual Financial Statements

Eigures in Rand

1a. Provisions

Reconcitiation of provisions - 201%

Frovision for long services owerds
Laave nrovision

Post reticement benafils

Provision for performance bonusses

Reconciiation of provisions ~ 20432

Provision for long sstvice awards
Lasve provision

Posgt retirement benefis

Provision for performance benusses

Leave provision

2013
Liprenirig Additions Litidhaped Total
Balance during the
year
4 553 000 805 000 (403 GO0} 5965 000

3184 473
8 a6 000

108G 356
T 7AE Q00

(423 G26)
(53 000;

3825800
11 524 000

B4 939 450 000 (352 140} 172 15
17783442 41B6 386 (1 252 0BE) 20 GBT a9y
Opening Additions LhiHeed Total
Balonce during the

year
L BB 000 (50 000Y 4663000
3205 893 676 817 (686 737) 2184473
BAET 000 1464 000 S B E51 00D
- 600 000 (515 061) 54 636
14 B0 895 T O8I BT {1 771298) 17 7EB 412

Sttt leave aocnsed 1o employees according to collective agreemant. Provision ts made for the full cost of acorued leave at

reporting date, Thig provision will be realised as employees take loave, There is no possibity of reimbursemert,

Frovision for performance Donusses

Parformanca bonuses arae being paid to Municipal Manages and senior managers after an evaluation of performance by the

GOUnGH,

Fost retirement benefits

Gpening patance of dafined benefiis
Interest cost

Currant sefvice Lost

Expecied empioyer benefit paymeants
Actuarial gain

Met experse recognised in Statement of Financial Pevformange

interast cost
Currant service cost
Actuariaf gain

g4

9851 000

B 387 001

781 DOO 751 000
1 0BG 0OG 822 (00
(83 DO 56 000)
80 500) (34 000}
900 ® E&4 000

761 000 751 060

1 068 0OO 823 000
(30 00O {34 000}

1 736 000 1§20 000




Ehlanzeni Dhetrict Municipality
Anral Financial Biatements for the year anded 30 June 2013

Motes to the ﬁmmm Financial Statements

13 Provisions {continued)

Long service awards

Transfers from aocumulated surplus 4 863 000 4803 600
Interast cost 384 000 439 000
Cubrrant service cost 571000 822 00
Benefits paid {403 000) (BE0 OO0
Actuarial gain {50 GO {441 000

UBBE OO0 4 663 000

Med expense recognised in $atement of Plnancial Parformanse

irterest cost 384 000 439 000
Currant service cost 871 000 22 000
Actuarial gain {50 000} (441 004)

T S0 Bon §30 605

The amount of any expected reimbursamant, stating the amount of any asset that has been recogrisad for that expaciad
AL SR,

Pout retiremant benefit

The municipahly cperates an accreditpd medical aid schems. Emaptoyaes who ars nat en a fixed contract patticipats in the
post retirgment madical assistance plan,

The post retirement assistanca plan consisting of KeyMealth Medical Scheme (Keyhealth), LA Health Medical Scheme (LA
Mealth) | Bonitas Medioat Ald Fund (Bonitas), Hosmed Medical Scheme (Hosmad) and SAMWL Nationial Madical Scheme
(SANMWUMED). The membars are entiled to 3 80% retirement subsidy of the totai contripution subject to a maximum of
R 2439 as from 1 Juiy 2091,

Thess funds are subject to actuarial valuations. The last valustion was pertormead by anindependant actuarial B,
Alexander Forbes, an 30 June 2013,

Long service awards

The muntcipaity rewards U's employees who are in service for an unbroken pericd of 10 years and longar, Ermpieyass are
enitlad/awarded leave days equivalent 1o number of years servad ag. 10 yaars of service, one gois 10 davs of leave, which
can gither be taken as leave ar o be paid out in cash,

The awards were sublectad to actuarisl vahuation by an independant actusrial firm, Alaxander Farbes, on 30 June 2013,
Provigion for performance bonusses

Performance bonusses acorusd to fived contract emplovess subject to certiiin conditions being mat,

walouiation of actuariad gaing & losses




Ehlanzeni District Municipality

Annual Financial Staternents for the vear ended 30 June 20453

Notes to the Annual Financial Statements

Figuras in Rand 2013

AT

12 Frovisions (continued)
The following key assurmptions ware used st raporting date;

Post retirement benefits

Dizvount rate 2.80%

Fandg Cap Inflation 780%
Health Care Cost inflation 8.80%
Salary Infation 7.B0%
Expeacted rethramant age B years

Long service awards

Discount rate T.80%
inflation rate 5.680%
Satary inflation B.60%

13 Long term lighilitles

AL amortised cost
3E5A loan 197 504 298

A%
5,00%
7.00%
£.00%
B85 years

7. 50%
5.00%
Z.00%

207 215 484

The municipality has tras seperats toans at DBSA wilh diffsrent maturily dates and interast rates. Details of the loans are as

Tolows:

Dias - H1000ERS
Maturity date: 31/12/2028
Interest calcutated at

11, 12%

CHEEA « 3000887
Maturity date: 314122020
inerest calouizted at £,75%

DESA - §1000385
Maturity date 311122046
Irtersst caloulated at

11, 43%

Mon-current Habilities
M amortised cost 188 703 TRZ

197 380 223

Currernt fiabilitles
At amaortized Gost 10 BOD 545

8BTS 87

14, Unspent conditional grants and recelpis
Linspent condiforal grants and receipts comprises of:

Linspent condltional grants angd receipts

Hurman Settlernent 1890526
Drapartmeant of Water Aftairs 2135914
Finsros Managament Grand 958
Department Reads & Transport 363 206

Municipal Systems Improvement Grang

55 002
Barbartan Mines (Pty) i.td -

708 889

503 306
1BY0 B0
B3 a1

T s

3484 257

ARIRELET:



Ehianzeni District Municipality

Arnnuel Financial Sigtements for the year ended 30 June 2013

Motes to the Annual Financial Statements
Flaurss in Rana | T S BT

98, Sovernment grants and subsidies

trovernment grants - Bouitable Sharg T8 TR 000  1ED 205 384
Gaverrment grant - Finance Managemant Grant Y68 041 1467 784
Govarnment grant - Municipsl Systems Improvement Grant 2 805 801 B 17
Government grant - COGTA - 19 882 564
Government grant - Jeparimant of Water Affairs 10 230 289 & 440 063
Government grant - Barberton Mines () Lid GAa3 581 316 408
Govarnment grant - Depariment Roads & Transport - 149G 795
severmmant grant - EPWE Incantive 1407 000 AT 000
Government graint - Muman Settlement 1280 562 1964 812

206 00 284 202 388 9

Human Sattlorment

Balance unspent at beginming of year

Curraty year recaints 13171 083 1Oss 912
Conditons met - transterred (o revenue (11280 862) (19684917
1890 528 .

Conditions still to be mel - remain lishilities {see nate 14),
The purpese of the grant is o provide funding for the creation of sustainabls numan settements.

Ceparimant of Water Affairs

#atance unspent at beginning of year 706 555
Current year receipts 11862 505 7153 882
Conditions met - transferred 1o revanua {10 230 290) {65 446 863}

2138 914 706 699

Conditione stitl to e met - rermain Habilities (see note 14).

The purpose of the grart 15 to develop infrastructiure that connects water resowrees o infrestructure Serving extensive areasy
across municipal boundares or iarge Uk infrastructure serving NUMerous communities over a large area within a
raunicipality. In the case of sanitation, © suppleman regional bulk collsciion as well as ronional waste water treatmeant waorks.

Finante Management Grant

Batance unspant ai beginning of vear - 217 THE
Current yaar receipts 1860 000 1250 006
Conditions met - raraferred o ravange (1488 041 {1467 788)

958

Conditions stilt {0 be meat - reman Habilites {sea note 14).

The purpose of this grant s to promate snd support reforms in finansial management by puilding capacity i municipalities o
implamant the Municipal Finance Matagemant Act,

Losal government: Department Reads & Transpert

i
i

Balance unspent at baginning of year :

503 208 A 000 000
Gangdifions not met - ransferrad to National Treasury |

(140000 (1496 798)

365 208 GU3 208

i
I




Ehlanzent District Municipality
Annual Financial Statements for the year ended 30 June 2013

Noles to the ﬁmmmi Financial Sfatements

Figures in R&ll\.d e 2013 QUU o

16, GBovernment grants and subsidies (Continued)

Conditions still to be mel - remaln liabiities (see note 14).

The purpose of this grant is 1o assiat rurat district municipalities 10 set up ruret RAMS, ang collect road and raffic data in line
withy the: Rosd tifragtructure Strategic Framewaork for South Africa,

dMunicipal Systems Improvement Grant

Balance unspent at heginning of vear 1870 802 1483 973
Current vear raceibts T a00 800 1000 000G
Conditions mat - tranaferred to revenue {7 805 8OO (683 171)

A5 002 % B0 803

Conditons stlf to be met - remain liabilites (see note 14)

The purpose of this grant is to assist municipaiiies io perform their functions and stabilise mstitutional and governance
systams as requirad by the Municipal Bystems Act and related Isgistation.

COGET
Current-year receipts w T8 982 50Y
{onditions met - transferred to ravenus = {19 997 589)

Taer purpose of this fundz is to provide susteinable temporary shelters in the form of foldeble houses for immediate
accomimodation white parmanent structures ars under construction,

BETA

Current yesar recaipts 147 545 174 526
Condiions met - ransfarad to revenue {147 B45) {174 526
The purpose of the funds is for skills and capacity building within the muricipatity,

EFWE fncentive

falance unspent at beginning of year - -
Ourrent year receipts 1407 Qo0 1372000
Conditions met - ransierred 10 revenue {1 a07 000y (1 372000

The purpose of this grant is o incentiviss provincial depariments to expand wark craation efforts through the use of lasour
intensive dalivery metheds in the following identified focus areas, in complisnce with the EPWE guidelines:

- read maintenance and mamtenances of huildings

‘ iow traffic valume roads and rural roads

- ather econamic and social infrastructure

tounam and culiural industries
. stistainabie land based hvelihonds
- wkte Management

parks and baautification
aociat servicas programs
- hesith sendoes programs
- community safety programs
- pasic services infrasttuciure

44



Ehlanzent District Municipality

Annurl Financial Statements for the vear enden 30 June 2012
¥

Notes to 'ﬁtuﬂw ﬁ%nnuaﬁ Finanolal Statements

Figures in Rand 2013 2012

16 Government grants and subsidiss (oontinued)

Barberion Mines {Ply) Lid

Halance unspent al heginning of yaar 83 %91 .

Current year recaipts 500 000 400 000

Canditiong mat - ransferrad 1o ravenue (883 531} 316 405
e TTY

Conditions still 10 be met - remain Habitiies (see note 145

Thig purpese of the funds is for Small, Medium and Macro Enterprise development,




Ehianzend District Municipality

Annual Financial Statements for the year ended 30 June 2013

Notes (o the Annual Financial Statements

Figures in Rand

16, Emploves related posts

Biasic
Bonus

Meadical ald - company coniributions

UIF
B

Laave pay provision charge

Past-amploymeant benefits - pension - defined contribition slan
Travel, motor car, acoommodation, subsistence and ofber alliowances

Cvertime payments

Achng allvwances

Housing benaefits and aliowanoes
Telephone allowances

Industrial council levy

HStardby allowanoes

Rernuneration of Municipal Manager - Adv, HM Mbaiha

Annual Remuynsration

Car Allowance

Parformance Bonuses
Contributions to UIF, Madics and Pension Funds

Femunersiion of Chief Finance Officer ~ W Khumals

Annyal Remuneration

Gar Alowance

Parformance Boruses
Comtribiutions 1o WHF, Medical sind Pension Funds

Manager: Corparate Services - LP Dube (Resigned 02/058/2013)

Annual Remunarstion

Car Alowane

Contributicns to U, Medical and Pension Funds

leave pay

Agting Manager Gorporste services - MH Shabangu (From 02008/2013)

Annual Remuneralion

Car Allowanoe

Gontnbutions to LIF, Medica!l and Pansion Punds

Acting allowanee

42 134 950
2BET 234
Axeay

274 6L
561 617
242 877

& 346 853
10 521 Q55
BO6 638
182 55t
STT BBE

A0 036 200
2 089 285
2 860 120

206 230

676 817
7970 934
084 835

373907

414 322

417 355

. & 850

o347 G378
2000 -

G2 361 OO0 BS 123 043

g7 221

918 746

Auditer

108 334 178 251
137 0G8 156 000
271 750 248 B0

1584 403 4 502 800
768 606 46 256
501 483 151 382
118 713 264 384
186 184 154 245

363 063 4 216 376

583 G145
207 928
58380
a1 207

G645 593
182 006
179 810

B30 432

1040 503

73 340
43 200
24125
38 456

178 618




Ehlanzeni District Municipality

Annuel Finsneial Statements for the vaar ended 30 June 2013

Motes to the Annual Financial Sistements

Figures in Rand RFITE! 012
4. Employes related costs {eontimied)

Mansger LELD & Tourksim - MNP Mabiaiela

Annuat Remunerstion 738 H85 BG5S 229

Car Alowanne

Parformance Bonusas

Contributiong o UIF, Medical and Pension Fundgs
Aoting alowancs

Miznager Technical services « € Shrinivisan

Anrusl Remunerstion

Car Allowance

Comrbutions to WWF, Meadicat and Fenzion Funds
Acting allowanoe

farager; Municipal Health & Sovironment- T Shabaru

Armidal Remunsration

Lear Aflowancs

fPerformance Bonuses

Gontributions s UIF, Medical and Pension Funds

Muanager: Public Safety & Disaster Managemant - 58 Mhlonge

Annual Remunaration

Car Allowance

Annual bonus

Corgributions to OF, Medicad and Penston Funds
Acting aliowancs

228 o1V
108 22¢

204 000
30 534

159 524 171 170
2915 i
1287 550 1 130 833

7O 268 284 482
240 600 & (00
1 663 20 045

4 047 -
aE4 024 345 510
B35 ogr 714 402
2440 000 B0 Q00
w B0 534

74 462 145 923

280 424

1130 BEY

549 583
240 000
28026
161 301
12 B8

e

Salaries, sftowances and banedits of Councilors as disclosed i note 17 of these Anngal Financial Stetemeniz are within the
tpper limits of the frameworl envisaged i Section 219 of the Constitution, read with the Remuneration of Public Office
Bearers Act and the Minsier of Corporative Governanas and Traditional Affairs determination i accordances with this Act

Rarmnuneration of stafl is within the upper fmits of the SALGA Bargaining Councll deferminaiions,

17, Remuneration of counciflors

Exacubve Mayor

Speakar

Councillors

Councillors” pension contribuiion
Chief Whip

Councillors other aliowances

806 999
TR T
G741 237
BEO 556
511 080
2581 022

Teh 34
500 078
&SR0 7e3
836 264
577 808
a7 500

11 T4 ¥R

VT e




Ehlanzeni District Municipality
Anndat Financial Stetements for the year ended 30 June 20153

Motes {o the Annual Financial Statements

Fiaures i Rand 2013 2012

17, Remuneration of councillors [continued)

In-kived benefita

The Executive Mayor, Deputy Exacutive Mayor, Speakar and Mayoral Committes Members are full-time. Eseh s provided with
an office and secretarsl support at the cost of the Counail,

The Executive Mayor has the uze of g council owned vehiclas for official duties.

The Exacutive Mayor has o filktime bodyguard, & full-time drver ang a fuli-ime security gusrd at har residence, at the cost
of the councll,

Exscutive Mavor - LM Shongwe

Arnual Remuneration D) {174 S0 1897
Car Allcwancs 192019 182 358
Contributions fo UIF, Medical and Pansion Funds 74 966 TG T

Speaker - MJ Morema

Annuat Remuneration 2580 838 A0z 5748
Car Allowante B8 614 1S BA7
ontributions to LHF, Medical and Pengion Funds 34 340 51813

373790 60D 47@

Chiet Whip - ET Bhabangu

Anngal Remunerstion 396 988 288 260
Car Allowsnce 144 14 138 TES
Contribulions o LIF Medicat ard Pension Funds 70078 B4 788

81 080 5¥T 8085

MMO Finance & Procurement « TE Mokl

Anneal Repmunaration 443 388 420 444
Car Affeawvanoes a4 014 136 766
Contributions to LUIF, Madical and Pensios Funds 21154 19413

508 526 576 626

MMC LED & Tourizsm ~ M. Mavuss

Annual Resmuneration 478 269 387 690

Car Allowance 144 014 136 765

Cortributions to U Medical ardt Pension Punds 55 730 54 071
638 192 578 B30

MG Teohinical - M) Mnisi

n
(B




khlanzeni District Municipality

Annuat Financial Staterments for the vaar anded 20 Jung 2013

Motes to the Annual Financial Statements

Figures i Rand e S

17, Remunaration of councillors (continued)

Annual Remuneration 364 250 378 824
Car Allowanos T (314 136 TEL
Contribetions to WP Medical and Pension Furds 81 215 BB PET

ST

WIREC Aural Development - 5P Monarendg

Arnnual Remuneration A28 163 406 G731
Crar Allowanee 144 (4 136 Teg
Contributions to LIF, Medical and Pension Funds A8 348 36 088

608 525 578 830

MG Corporvate Services - BM Mdakane

Annual Bermunaration 417 084 337 6E0
Car Allowance 144 014 136 769
Contribvifions 1o UIF, Medical aed Pengion Fungs 53 457 54 071

G082 B25 BFH 8530

MMC Eavirenmental Health - BT Mabuza

Annal Remunaration 416G 487 187 8a0

Car Alpwanges 140 817 13268 760

Conlributiohs to WEF Megical and Pension Funds bt 22 84 (71
" 608 526 578 530

MG Social Bervices - MU Hiophe

Annual Remuneration 385 087 ITEATY
Car Allowance 140 847 136 7BG
Contributions to UIF, Medicst and Paension Funds T35 380 B8 440

UG 254 578 686

18, Dapreciatien

Froperiy, plant and equipment 10034 611 16635 536

4. Finance cogis

Interest - post retirement benefits and long service awards |ol4E OO 1ar8 870
interast - suppiiars 0522 -
interest - [IBSA 22123 188 23 1R AT

35978 108 24 487 242

i 0 1P 0




Ehianzeni District Municipality

Armual Financial Statements for the vear andsd 30 June 2043

Motes to *ths:ﬁ Annual Financial Statements

Figuras in Rand

20, Contracied services

SECUTIY SEIVICHS
Fagifity mahagament services

2% Grants and subsidies - Capital

COGTA

Department of Water Aliairs

Mkemae Local Municipaliy

Barbarion Minas (Pty) Lid

Department of Roads & Transpon
Expaned Public Works Program incentives
Ehtanzeni District Muricipality - Sector plans for local FrurHcipalitios
Fmanca Management Grant '
Human Seitlemeant

Municipat Systems improvement Grant
Umjimdi Looa! Municipatity

Bushbuckridge Local Municipaiity

22, Auditors’ remuneration

At feag

;
!

b ay wd

i Aadiitme
|

i

By

BH0 122
1168 058

4 547 Ty

2 04% 151

4 54T T84

10 230 288
957 612
BG83 581

2427 354
4240 710
G885 04

11 280 562
2067 045

19 592 590
& 446 853
8048 972

316 406
1486 765
1372 00G
3 B0 336
1 AGT 786
1564 912

593 17

2 538 470 3458 847
2 BTG 888 .
47 26T 562 45 458 485

1950 543

1209 413




Ehdanzeni District Munjcipality

Annuat Firancial Statements for the vear snded 30 June 2013

Notes to the Annual Financia! Ststoments

Figures in Randg

A3 a2
23 Genwial oxpernsoes
ARDS eounot B8 357 -
Advertising 385 253 590 657
Adr glialily management pian 431 815 -
Bank charges g8 617 53 024

Bursaries

Clean up campaigns

Cleaning

Community autresch

Community profiling

Conferences and seminars
Consuting and professional fass
Consumailes

Corporate (1S shared sarvices
Disasier managernent cost - centre
Disaster managament oparationsi cost
Elactricity

Erterainment

froet and ol

GRS operational costs

GIS support to lecal municipalitios
P review

IT expenses

nsurance

|&ase remals

Legal settlamants

Magarines, pooke and periodicals
Marketing

Municipast health oparational cost
Otbier axpenaes

Gther programs and campaigns
Fostage and courigr

Frinting and sfatisnery

Project maimenansa sosis
Promotiong

Frotective dothing

Research and development costs
Rates and taxes

Subscriptions and membership faes
Tefephone and fax

Tourism development

Training

Trave! » local

Water

1O 854
866 220
364 780
27282818
532 060
B3 576
2822070
3819

804 883
2728673
1 HOEG B2
2 0545 105
280 823
805 403
222 508
274 110
150 9452
182 680
E7G 230
228 109
w141 427

I35 358
168 303

1 G44 516
517 930
7414
635 532
813 1
240 TO0
5 508

118 246
981 439
627 787
1471 382
Th1 153
753 had
4 924 768
738133

53 422
368 238
1266 080
T H04

1TEL 034
51 260

264 158
3735 081
2081 3482

G346 960

712 870

107 268

113 804
QT 123
417 bba
283 874

16 721
G549 974
BO3 867
TAZ 143
G678 181

LT
TES 419
206 862
114 342

2818
S04 564
058 158
536 788
128% 764

188 936
1438 331
ZTERTEY

Hea 363

-

T S BOD

A7 A6 084
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Elanzeni District Municipality

Annual Fingnclad Btatemans for the vaasr ended 30 June 2013

Motes to tm Arnual Financial Statements

Figuras in Rand

2513

T

24, Cash generated from operations

Defici

Adiustrments for

Pepreciation

Actuarial (gain) / loss

Gain an fair vajve adiustments
Profitfioss) on disposal of assets

[aabt impairment

Movemants in provisions

Investment income

Other non-cash tems

Changes in working capitsh
fiverntorias

Hacaivables from nomeechange ransscions
Congumer recaivables

Payablas from exchange tansactions
VAT

Lnspent conditional grants and receipts
Constimer deposits

28, Financisl instruments disclosure
Criegories of financial instruments
2013

Finanelal posots

receivables fom non-exchangs fransactions
Cash and cagh eguivalents
invastmenits

Financial #abilities

Long teri fahiilties
Payables from exchanges ransactions

,M..:2 B36 260

(19 534 1672)

16 034 611
(130 GO
(587 427)

(B BEE)

20 4058 705

2904 287

(43 068)

19 823
1634 408
(6 582 671)
(3 787 253)
1264 308
(6 000)

(% (47 062)

16 835 559
(475 0003
(4772 808)

15 444 973

158 657

& 102 510
{4 246 175)
(19 596 440)

@1 078

(1 747 023}

(168 8573

(& 076 851}
10 085 761

(517 Aiie)

29 478 GBY

11 B28 859

At fair value At zamortised Af cost
st

- 411 818 -

- - 11 147 87

2 836 780 - 1Y ans

Totad
411 818
11147 877
28136848

TTai1 a8 44 345 288

14 373 343

Al amortiaoed
oost

147 504 258

12 B0 447

Tatal

197 504 288
12 870 447

24 0T VAR

A0V Tas
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Ehlanzeni District Municipality

Annval Financlal Statements for the year ended 30 June 2013

Notes to fhe Annual Financial

ff‘igur@s in Rand

é‘?ﬁﬁ:mt&mmﬂ:%

2t

Fingacinl azsets

Trade gnd other reneivables from non-exchange

transactions

Cash and cash equivalents

investimenis

Financisl lipbilithes

Long term habilities
Payablas rom exchange transacions
Gonsumer deposits

2B, Compmitiments

Autharised capital expendiiurg

Alrsady contracted for bt not provided for
w Propery, plant and eguipmant

Dperating leazes - as lesses (pxpanse)

Winliowm jease payments due

- within ene year

- in second to fifth vear inclusive

Operating lease payments represent rentals payable by the ranicipality for certain of its office properties. Leases are

negatioted for an average term of seven years and rentals are fixed for an average of three years. No contingent rent is

ey able,

2013 2012
Ab faly value A amortised At cond Teataf
Gont
A1 bz 389 A1 5QF 9Ag
. TR 4T 5927 411
2048 BEA - 24 887 2 073 B0
2048833 At GO2OSS G O52088 49 509 850
At amoriised Total
eost
207 S BR4 207 215 854
43503 687 23 BOE GR2
& 00 3 200

fireiite o

£

25 576

236 728 576

4 454 555

1632 3588

188 520 188 516
A 377 329 g7
F2% aur B8 410




“hlanzeni District Municipality

Annual Finencial Statamants for the yaar ended 30 Juna 2013

Motes to the Annual Financial Statements

Figures in Rand Tt 2047

¥, Contingencies

Lrondingaett assels

1. Bouth African Revenue Services
The municipatity obtained the services of Maximum Profit Recovery (Bty) Lid auring the financlial period {0 review the
VAT submissions. As & result the murdcipatity will submit & VAT claim of R5.482 993 {4 the South African Revenue
Bervices.

Contingend Habilities

4. Duarats Traging 00
This ks claim instituted againal the Municipality emanasting from water setvices relateg profect renderad by Dumats
Trading CC beinyg appeintad by the disestabiished Bohlabela District Municipality, The total amount claimed is R360
S48, Litigation 4 stil in progress and the matter is handled by VF Mokosna Atfarneys.

2 MALC P Construction CC
Mach is suing the Municipality = sum of RETT 604.98, baing the balance due for services rendered {compietion of
constructon work at Balique road), The matier is currentty at the North Gauteng High Coust handiad by VF Mokosna
Attorneys,

3 Genrge E Miumal and Gert Dysel

The former managers of Bohlabaia District Municipality ars alaiming performance bonuses for consscutive 2 years,
which they allege they are entitled to. The amount ciaimed is around R300 000.00

4. Mitosi Attarneys /SR
The plaindift is sting the Muricipafity an amount of RE2 000,00 for services rendered whitst he was repregenting the
mupicipality in the matter betwean Q Hadebe / EDM. Plaintiff refused despite racuests to submit PEORET MIVDICES B8
directed, The matier is at Nelspruit Magistrates Gourt,

&. Ermployee reiated obiigations

The South Afican Loca) Governmant Bargaining Councll wage curve agreement sighad in 2010 resulted in a

contingent linbility. The municipality has nat vat performed job eveluaiions and therefore unable to unplemant the
agraemaent. The extant of the contingent liability is therefore unknown and will be assessed in the next financia) year,
28, Fruttiess and wasteful expenditure

Cpaning bafance

Currant year g2 953 40) BGO
Condoned by Municipat Manager (8 992} (40 820)

Vhe fruitless and wasteful sxpenditure for the current yvear relates o interest paid. Thase ERPEMEes Ware
condaned by the Municipal Manager.

ati:




Ehlanzeni District Municipality

Artruad Finaocial Btatermants for the vear ended 30 Juns 2013

Motes to the Annuai Fi inanc % Statementis

Figuras in Rand 2013 20'12

2. rregulse expondiivre

- 12341188
- (12341158

Cpanivg balanos e
Add: trregular expenditure - curtant year |
Lags Amounts condanad

Less: Amounts not recaverable (not condoned) |
:- E - (P e o i
| At -1 30 | )
30, Unauthovised axpenditure | ;
I {
Lnauthorised axpenditure : e Advica | AG0 532 -
Aporovad by Gouncit ! Uit | (460 532) (203 94w

Transfer to/(from) receivables

209 994

The unEshonsasd Oxpﬁmdl‘rum for the curtent yesr relates (o land lenure upgrading. These expansas were
condoned by the Gouncll, resclution ATSMZ013,

3. Risk managemcnt
Finansial risk management

Exposure o interest rate, Hauldily and credit risks arises in the normal cowrss of the Municipality's operations. The
municipalty has establizhed a risk managemant committes, which 8 responsibie for devaiaping and monitoring the
municinality's risk management policles. The fisk management policies sre established (o identify and analyse the risks
faced by tha municipality, o sel up sk limits and contrets and to moniter risks and adharence to limits. Risk management
policies are o ba reviewad regularty 1o reflect changss in the monizipality's activities.

Liguidity visk

Erdarzen Disirict Municipslity manages s liquidity risks by effectively mansging its working capital, capital expanditure and
external borrowings, Standby credit faciities in the form of an R20,000,000 bank overdraft faciity has been nagotiated with
e rrrain Banier and provisionally approved. The overdraft facility will cater for any unexpectad temporary shortfall o
operating funds,

At 3t June 2013 Lezs than 1 Over § years
yaar

LM ter Borrowings 10800 946 186 703 Y52

Hayables from exchange transactions 12 670 447 -

At 20 June 2012 Lessihan 1 Over § years
year

bong term borowings GETH BT 197 340 223

Payables from exchangs transattions 23 503 62 -

Credit viak

shimtzent DHstrict Municipalily manages its credit risk in its horrowing and investing activities by desting with the A+ rated
financizbinstitiutions and by spreading its exposure over a wide range of financial institulions in aecordance with the
approved cash and investment policy as was approved by council,

fMarket sk
Intrrast rale rigk

Fhmn zeen Distriol Municipalily s not exposed to any interest rate risks on its finsncial abilities. Az at the end of the financial

gar, 20 Juna 2013, Ehlanzent District Muriciizality had only thres fixed tntersst bearing loans with tha Development Bank of
%authc—*m Africa (DBEA) a3 reflected in APPENDEC AL It should be noted that the intersst in these three ioans s fixed unti
eaturity, Stmilary, with financiat assets, Ehianzent District Municlpadty invests its surpius funds not immediately required in
a fhved interast rate deposit with the A+ rated banks for fixed terms not exceeding one yaar,

A9



Ehlanzeni District Municipality

Arnuat Financial Stalemente for the vesr ended 30 June 2013

H

Motes to the Annual Financi

F‘-’Eéﬁi‘mﬁa in Fand

mmﬁﬁmmﬁmm

2013 R0z

32, Haglated parties

Relationships
ntity of close family member of officials

Members of key management and counciions

Related party transactions

Purchases from (sales to} related pariies
Briren Time G0

X3 Revastuation resarve

Cpening balance
Transfer o acoumulated surplus

A hmlerest received

External investment
Other

Endacon Uburdu (Pty) Ltd
Erinzo Time OO
Refer to note 16 and 17,

81248 385 804

- 15 OF7 82

{18 077 882)

2 Q07 952 BE0 320

415 B64
2007 952 1 346 474




Ehlanzent District Municipality

Annuai Financial Sixlemants Tor the year anded 30 June 2013

Motes to the Annual Financia! Btatemeants

Figures in Rand 2013

2042

35, Change in estimate

Property, pant snd equipmient

Tha estimated uselul life of certain sguipment was reassessed during the currant pariod. In the current period managemant
have revised their estimated vseful lives. The effect of this revision has decreassd the depreciation charges for the curant and

futirra periods by R268,648,

The amount of the effect in future perods is not disciosed as & result of the annuat review of the useild tives.
3. Prior petod errors

Sanlam investment has nof been disclosed at fair vatus in priod yoars.

Condibonal grante fram {ocal munidipalities incorectly recognised as revenue in prior period.

Tha gorrection of the amor(s) results in adjustmeans as follows:

Statemant of financial position

nvastmants 1a87n a5e
Payables from exchangs fransacions -
Uinspent conditional grants -
Opening Acoumulsted Surplus ar Dafclt {1 673 482)

Etatement of Financial Padormance
Cavermument grants & subsidies
Grants ard subsidies paid

16735 452
(438 4d2)
438 442
(1200 844y

9 006 783
9005 745

Fair vatue adjustments - (472 808)

37, Revenus

Other income 1370 187 OB 512

Rental of facilities and equipmaent 72600 T 401

Interest received £ Q07 862 1245 174

Dividends received - T4 503

sovernmaent gramts & subsidies 206 099 284 202 965 821
708 K48 993 204 857 571

The amount inciuded in revenue arising from exchanges of goods or services

e a5 Tolows;

Uther income 1370 157 508 512

Fental of facilities and aquipmesnt 72800 72 401

interest receivad 2007 952 1548 174

Pividends received -

T4 BOA

3 ARG 705 7 001 690
The amount inchuded in revenus arising from not-exchange transactions s os
Toblows:
Taxation revents
Transfer ravenus
Governmaent grents & subsidies 206 093 P84 202 085 921

38, Dedt mpairnent

Dredot it pairment 3G 485 704

168 667




Ehdanzeni District Municipality

Annuat Financlal Statements for the year ended 30 June 2013

Motes to the Annoel Financial Statements

Figures i Rand

2013

2012

39, Bvents after the reporting date

No events afler the reporiing date were identified by management that require adjustmsnt to the balances at reparting date o

additional distosura,

40, Additional disclosurs in terms of Municipal Finance Managemant Ast

Dontributions (o organised locai government

Current yaar subscription / fee

EAYE angd LIF

Arcunt pakd « clrrent year

Pension and Medical Ald Ceductions

Amaourt paid - currant year
VAT

WAT recebwed - adment year

44, Beyviations

Mz

Negrog Global Harvest Trading
Uriversity of Cape Town

Oaks blinds and Awnings

Qracte Corporation S.A (Pty) Lid
Cracle Gomporation S A (Pty) Ltd
indigo Language Selutions

BLS Media Productions
Thobicet Trading Enterprice
At Visuzl

Sabinet

Uriveraity of Stelienhosh

Merck (Pty) Lta

Baytech Fiye CC

Tawelopels Fiing Africa (Ptyy Ltd
University of Wibtwatersrand
GISCO (Phy) Lig

Electncal Energy Managemen: System (Py)

(a1

Julius Labour Hire & Recrultment Agenay

Crystal Sparkle

42, Budget differences

Reason for deviation
Single supplier

Gne quotation

Two quotations not meeting
spacitications

Single supplier

Single suppliar

Single supplier

Bingle suppliar
Emergeicy

sSingle suppliar

Single supplier

One puotation

Single supplier

Single stpptiar

Single supplier

One guetation
Ermerpancy
Emergancy

Srmergency
Emergency

tiaterial differences betwean budget and sctusd amounis

TG 66T

G683 0BG

14 128 2688

TR TEY 14

T8 A05 154

18 DE7 284

T 807 978

732 12

St
2 BO0
13 000
11T

17 385
ERTY
16 526
12 850
DU G5
&0

13 BOE
32 Q00
& 141
25826
¥ 850
a7 500
234 G50
245 514

1 Bas BaG
240 557

4043 116

e b bbb i ity




Enianzent District Municipality

Annual Financtal Statements for the vear ended 30 June 2013

Motes {o the Annual Financlal Statemenis

Figures it Rand 2013 2012

Variances in excess of 19% is considered significant and tharefore explanations are pravidad balaw.
429 Other income
Mo professional fess paid by Locad Muriopaliies and Homan Settlemants a5 budgated for.
423 Rental of faciiities and equipment
A service provider was appointed during the cowrse of the financial vear to manage the converence catiire.
453 Depreciation
Depreciation vanances dus o the review of useful lives of assats as por GRAR 17 prast 56,
424 Giranis and subsidies paid
Variances bebween grants and subsidies paid bucgeted for and actual expendiiure is & result of capital projects not
completed diring the fnancial year and the budget amounting to R 9,454,665 was rolled over o the rext Snancis!
period.
425 Gowvertunent grants ang subsidies
Varkances betwaen bidgel grant revernus and actual revenus s due to the implementation of GRAP 23, income

racelved from locsl municipatites not recognized as revenue as Ehlanzeni District Municipatity is acting as an
implementing agent.
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Aopendix O

Segmental Biatement of Financial Performance for the year ended 38 June 2013

Prior Year Lurrent Year
Actual Agtual Surplus Actuat Aotual Burphuis
comes  Expenditure  ADeficit) Income Experdittire  HDefizit)
R Rt Raned Fang Flared Framd

204 957 511

5063 344
#25 GUR
3053 458
5 755 082
£ 4508 S92
Gt 501 805
13 693 303
4872 714
9245 148
1RO 148
43 201 708
1308 111
3450 207
7734 448
£ 8O3 201

e S AT T

Municipaiity

{% 063 344) Office Exacutive Mayar
{428 606) Office Rural Davelopment
(3043 458) Office of the Speaker
(5758 082) Mayoral Committee
(& 486 582) Office Municipal Managar
113 485 Y086 Finance
{13 893 303) Corporate services
{4 672 T4} Technical Servicas
{2 223 149} Municipal Health andg Envisonment
ﬂ 207 148} Office Chial Whip
{43 201 700 Councit Gengrat
(1 36% 111} Imternal Audit
(3 460 207 Transvarsal lssues
(7 734 448 LED and Tourism
{6 503 201 }Pmnn‘mq .md davoiopment

208 S48 853

8 248 597
1818 20
3457 48
G238 203
6 GEO 214
106 998 136
13 440 638
5122 143
10 140 203
1083 443
36 995 668
1408 249
5 283 404
& 066 575
S 7T 485
4 344 0%

(8 248 6497)
{1 918 $20)
(3 457 548)
(& 238 203)
(6 669 214)

1053 654 556

(13 445 38)
(5 122 143)

(10 140 203)
(1063 443)

(38 985 668)
{1 408 959)
(6 283 494)
{8 088 575)
(8 773 485)

_ {8244 081}

a0 g8 511 Bt 270 347

209 549 993 229 054 156

(19 534 183)

Fage 57



Appendix B{1

Actual versus Budget{Revenue and Expenditure) for the vear ended 20 Jupe
2013

Current year Current year

2013 plir k]
Aot Bal, Adjusied  Variakes Explanation of Signitisant Variances
brciget greater than 10% versus Budget
Rand Rand Mand War
Hevime
ther incomae 1370 teT 1 7A8 000 (387 843 (24.2) Mo professional fans ware paid by lonal iunicalites
©T any Muman Settement
Hemtal of taclibes and 72 H00 142 000 (3G A00) (552 Sevice provides appeinted durlngihe soursg of the
BQLJE{WT!EM firarcint yesr 10 MEnage Convarance cantre
Imferest recaived dradingy 2 007 852 2 100 000 (&2 048)  (44)
Bividends recaived - - - -
Government grants & 200 099 484 240 TOT 449 (34 608 165) (14,4) Implermentston of GRAF 23, Income from lonsl
subaicdion hunicipatities ne recoymsed a5 revenus

209 549 995244 657 449 (36 107 456) (14.5)

Expensng

Emplayes ralated cost (88 357 009) {70827 838) 14%6627 (2D

Remunaration of (11794 728) {11 756 588) 1863 -

couneittors

ALlit faes (1950943} {1950 943) -

Dapracialion {10034 811y (14 226 818) 4 182 204 (20 5) Wsehd W adjustmentz GRAP 17 par 83
Finance costs (23 278 108} (23278 108) - -

Leht impairment (35 456 TO5Y (39 456 705) - .

Repars and maintenancse {40 813) {100 000} S8 107 {53, 1) fultding stk now, Tow rapals and maintenares:
- Gpneral

Comtractad Sarvicas (2 048 181y {2 100 000 0818 (2.4)

Grants and subsidios (37 36T 6BZ) (76 0B0 BFH) A7 213 113 (49 6) Payments for projecty on tekalf of local

p it el s nof recinited as expanditurs
General Exparses (34 0372 B0O) (36308 308) 1268 564 (59) .

270 386 BIVYRTA 25 7R0) 44 286188 (18,2)
Othar ravernus and costs

Fair vaiue adjustmarnts Ad 955 - £ 855
fncame fromm eduity 87 427 BRT 427
accounted investiments

Gain o loss on disposal 130 G600 - 130 000

of non-currant assets hald
for sale or disposal
grouns

774 582 112 382
Mat surptus/ (deficit) for (19 534 182) (29 858 287) 10024 125 (339
tha yesr

Fage B8



Appendiy B2}

Budget Analysis of Capital Expenditure as at 30 June
2013

Additions  Revised Variance Varlanes Ewplanation of
Budget significant varences
frorm budget

Band Fland Rand o
Hunicipality
Chiaf Whip " 2 500 #2500 100
Corporate Services TEYIT O BO OO0 4283 &
[Hisaster Management 13245 12600 {125) {6}
Executive Mayor T - {701}
Finance & SOM AT BAG S0 000 2 a61 2
iikernal Audit - 10002 10000 (e
LED & Todrism & Buh - (6 Beh) E
Munigipal Health g8 853 100 QDo TO47 1
Municipal Manager 6256 25000 18704 15
Planning Deparment 188 20000 18802 24
Rural Develpment - . - -
Sovial & Trangversial Issues 4868 5000 2134 43
Speaker - -
Technical Sarvices - 0o 18000 10
Mayaoral Gommittee - 20000 20000 R
MEIG BE8 05 "

2 688082 -

1644 582 1123082 81470

Page 69
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